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The D i s a s t e r  Recovery P r o j e c t  is a s s i s t i n g  B o l i v i a  t o  r e c o v e r  from 
t h e  n a t u r a l  d i s a s t e r s  of 1983 which had a d e v a s t a t i n g  e f f e c t  on t h e  
economy i n  g e n e r a l  and  t h e  a g r i c u l t u r a l  s e c t o r  s p e c i f i c a l l y .  
A g r i c u l t u r a l  r e c o v e r y  h a s  been s e r i o u s l y  hampered by t h e  p r e v i o u s  GOB'S 
f a u l t y  economic p o l i c i e s .  Recent sweeping economic measures by t h e  newly 
e l e c t e d  Government o f  V l c t o r  Paz E s t e n s s o r o  p r u v i d e  t h e  b a s i s  f l > r  f u l l  
r ecovery  i n  t h e  a g r i c u l t u r a l  ses-tor and  m l r k e t - l e d  growth t h r o u g h o u t  t h e  
economy a f t e r  s e v e r a l  y e l r s  of economic d e c l i n e .  

I t  i s  e s t i m a t e d  t.hat H o l i v i a ' s  f a r m e i s  w i l l  r e q u i r e  p r o d u c t i o n  
c r e d i t  t o t a l l i n g  up t o  $95 m i l l i o n  d u r i n g  t h e  1985-1986 c r o p  season ,  o f  
which abou t  $55 m i l l i o n  slloulii be p r o v i d e d  by t h e  banking system,  u s i n g  
bo th  r e s o u r c e s  p r o v i d e d  by t h e  GOB (most  of which shou ld  be f i n a n c e d  by 
d o n o r s )  and  t h e  Ranks' own l e n d i n g  c a p i t a l . .  C u r r e n t l y ,  n e i t h e r  t h e  
banking sys tem i t s e l f  n o r  t h e  GOB h a s  t h e  r e s o u r c e s  t o  p r o v i d e  t h e  c r e d i t  
f a r n e r s  need due t o  t h e  i l l - a d v i s e d  i n t e r e s t  r a t e  p o l i c i e s  t h e  GOB was 
implementing u n t i l  t h e  economic reform package o f  August 29, 1985. GOB 
r e s a u r c e s  used  t o  r e f i n a n c e  productive credits th rough  t h e  C e n t r a l  Bank, 
which were p r o v i d e d  o r i g i n a l l y  by donors ,  have been d e c a p i t a l i z e d .  
S i m i l a r l y ,  t h e  bank ing  system has  n o t  y e t  had enough t i m e  t o  m o b i l i z e  
l e n d i n g  c a p i t a l  f o r  o t h e r  t h a n  s h o r t - t e r m  c r e d i t s ,  even though government 
c o n t r o l s  on i n t e r e s t  r a t e s  have been l i f t e d .  R e a l i z i n g  t h e  g rave  danger  
t h e  l a c k  of c r e d i t  f i n a n c i n g  p o s e s  t o  t h e  s u c c e s s  of i t s  cont inl l incj  
D i s a s t e r  R e c o v e ~ y  e f f o r t s  and t o  i t s  economic s t a b i l i z a t i o n  protjram, t h e  
GOB has  r e q u e s t e d  a g r i c u l t u r a l  c r e d i t  a s s i s t a n c e  from A I D  and o t h e r  
donors .  

T h i s  PP supplement  reprograms $10 m i l l i o n  o f  t h e  $25.5 m i l l i o n  
p r e v i o u s l y  budgeted f o r  t h e  A g r o - i n d u s t r i a l  R e a c t i v a t i o n  Component of t h e  
P r o j e c t  f o r  a g r i c u l t u r a l  c r e d i t  f i n a n c i n g .  Toge ther  w i t h  f i n a n c i n g  t o  be 
made a v a i l a b l e  from o t h e r  donors ,  t h e  GOB, and  t h e  banking system i t s ~ ? l E ,  
t h i s  reprogramning w i l l  a l l o w  a t  l e a s t  minimal a g r i c u l t u r a l  c r e d i t  
r equ i rements  t ,  be m e t  t h i s  c r o p  s e a s o n .  

A I D  w i l l  ceimburse t h e  C e n t r a l  Bank (BCB) 508 of t h e  amount o f  e a c h  
e l i g i b l e  a g r i c l l t u r e  p r o d u c t i o n  loan  it r e f i n a n c e s .  The GOB w i l l  f i n a n c e  
t h e  o t h e r  50% >f t h e  amount of e a c h  l o a n  r e f i n a n c e d  u s i n g  o t h e r  donor  
r e s o u r c e s  o r  i:s own f u n d s .  The GOD w i l l  a l s o  covenan t  t o  s e l l  f o r e i g n  
exchange e q u i v t l e n t  t o  t h e  amount of d o l l a r s  d i s b u r s e d  by A I D  f o r  
a g r i c u l t u r a l  c : e d i t  t o  p r i v a t e  s e c t o r  i m p o r t e r s  o f  A g r o - i n d u s t r i a l  
machinery,  s p a - e  p a r t s  and  raw m a t e r i a l s .  These  funds  w i l l  complement 
t h e  remain ing  F15.5 m i l l i o n  b e i n g  made a v a i l a b l e  under  t h e  
Agro- indus t r i a ' .  R e a c t i v a t i o n  Component of t h e  P r o j e c t .  



11. PROJECT RATIONALE AND DESCRIPTION 

A. Problem 

On August 29, 1985, t h e  GOB announced sweeping economic p o l i c y  
changes designed to p u l l  Bo l iv i a  o u t  of t h e  most s e r i o u s  and prolonged 
economic crisis i n  i ts  h i s t o r y  by steiiming i n f l a t i o n  and l a y i n g  t h e  
groundwork f o r  more s t a b l e ,  market-led economic growth. The measures 
fol lowed a lmos t  t h r e e  y e a r s  of  economic d e t e r i o r i z a t i o n  under t h e  
pres idency  of Hernsn S i l e s  Suazo, which was exacerba ted  by t h e  1983 
n a t u r a l  d i s a s t e r s  of f l o o d i n g  i n  t h e  sou theas t e rn  p o r t i o n  of t h e  count ry  
and a major drought  i n  t h e  h igh lands .  It was e s t i m a t e d  i n  1983 t h a t  t h e  
damape t o  B o l i v i a ' s  a g r i c u l t u r a l  s e c t o r ,  i n  terms of  l o s t  c rops  and 
d e c a p i t a l i z a t i o n  from t h e  n a t u r a l  d i s a s t e r s ,  was s o  s e v e r e  t h a t  it would 
t a k e  a t  l e a s t  t h r e e  yea r s  t o  recover .  The r e c e n t  economic ad jus tment  
measures announced were long  overdue. They w i l l  h e lp  s t a b i l i z e  econom.ic 
c o n d i t i o n s  i n  a l l  s e c t o r s ,  i nc lud inq  a g r i c u l t u r e ,  b u t  t h e  p roces s  w i l l  
t a k e  t i n s .  

In t h e  a g r i c u l t u r a l  s e c t o r ,  despi. te f a u l t y  GOB p o l i c i e s  regard ing  
prices, f o r e i g n  exchange a l l o c a t i o n s ,  i n t e r e s t  r a t e s  and t h e  l i k e ,  
p roduc t ion  i n  1984 and 1985 improved markedly. It is impera t ive  t h a t  
t h i s  improvement i n  a g r i c d t u r a l  ou tpu t  conLinue 2.n 1386 because of t h e  
importance of t h e  a g r i c u l t u r e  s e c t o r  i n  B o l i v i a ' s  economy and t h e  f a c t  
t h a t  a g r i c u l t u r a l  p roduct ion  a f f e c t s  t h e  l i v i n g  conc?i t ions of t h e  
m a j o r i t y  of B o l i v i a ' s  popu la t i on .  

Given t h e  a g r i c u l t u r e  s e c t o r ' s  importance t o  B o l i v i a ' s  recovery,  
funds were inc luded  i n  USAID's D i s a s t e r  Recovery P r o j e c t  ( a )  t o  f i n a n c e  
t h e  impor t a t i on  o f  f t x t i l i z e r s  and o t h e r  a g r i c u l t u r a l  p roduct ion  i n p u t s  
du r ing  t h e  i n i t i a l  d i s a s t e r  recovery pe r iod ,  and (b) t o  f i nance  
machinery, s p a r e  p a r t s  and a n c i l l i a r y  raw m a t e r i a l s  which w i l l  be 
r e q u i r e d  through e a r l y  1987 by p r i v a t e  Bol iv ian  ag ro - indus t r i e s  which 
provide  markets f o r  Bo l iv i an  a g r i c u l t u r a l  p roducts .  Recent ly ,  it has  
a l s o  become c l e a r  t o  t h e  GOB and U S A I D  t h a t  f o r  cont inued  recovery i n  t h e  
a g r i c u l t u r e  sector t o  t a k e  p l a c e  r e sou rces  t o  f i n a n c e  a g r i c u l t u r a l  c r e d i t  
are a l s o  u r g e n t l y  necded t o  h e l p  ensure  a  s u c c e s s f u l  1985-86 c rop  season.  

Adequate l end ing  c a p i t a l  is  not  c u r r e n t l y  a v a i l a b l e  i n  t h e  
f i n a n c i a l  s e c t o r  due t o  t h e  misguided economic p o l i c i e s  which were i n  
e f f e c t  u n t i l  August ?9th.  With as t ronomica l  i n f l a t i o n  and mandated 
l end ing  and sav ings  r a t e  c e i l i n g s  s e t  a t  on ly  a  f r a c t i o n  oE i n f l a t i o n ,  
commercial bank d e p o s i t s  plummetted. The only r e s o u r c e s  a v a i l a b l e  to  
f inance  a g r i c u l t u r a l  c r e d i t  were from t h e  C e n t r a l  Bank's (BCB) c r e d i t  
r e f i n a n c i n g  l i n e s *  and, because of t h e  low i n t e r e s t  r a t e s  a t  which t h e s e  
funds  were l e n t ,  t h e o e  l i n e s  of credi t  have been d e c a p i t a l i z e d .  The ------------- 
* Agr icu l tu re  Refsnancing Funds (FRA) I and I1 and a  1983 I D B  

Agr i cu l tu re  Creclit loan .  



problem w i t h  which t h e  a g r i c u l t u r a l  s e c t o r  and t h e  GOB is  now f a c e d  is  
t h a t  d e s p i t e  t h e  f a c t  t h a t  banks a r e  now f r e e  t o  s e t  t h e i r  own i n t e r e s t  
r a t e s  on d e p o s i t s ,  and  d e p o s i t s  have r i s e n ,  t h e  banking system does  n o t  
have enough c a p i t a l  t o  meet a g r i c u l t u r a l  c r e d i t  dmiand. 
See ing  no o t h e r  v i a b l e  a l t e r n a t i v e  i n  f a c i n g  t h e  dilemma between 
s u p p o r t i n g  c o n t i n u e d  a g r i c u l t u r a l  r e c o v e r y  and e x a c e r b a t i n g  i n f l a t i o n ,  
t h e  GOB h a s  a s k e d  USAID and o t h e r  donors  t o  f i n a n c e  a s  h i g h  a p r o p o r t i o n  
as p o s s i b l e  o f  i t s  monetary emmissions f o r  a g r i c u l t u r a l  c r e d i t  i n  o r d e r  
t o  l i m i t  t h e i r  i n f l a t i o n a r y  impact .  

B. P r o j e c t  S t r a t e g y  

I n  r e s p o n s e  t o  t h e  GOB'S r e q u e s t  f o r  a s s i s t a n c e ,  USAID w i l l  
reprogram up t o  $10 m i l l i o n  of t h e  $25.5 m i l l i o n  p r e v i o u s l y  r e s e r v e d  f o r  
t h e  A g r o - i n d u s t r i a l  R e a c t i v a t i o n  component o f  t h e  D i s a s t e r  Recovery 
P r o j e c t  t o  f i n a n c e  a g r i c u l t u r a l  c r e d i t  f o r  t h e  1985-86 c r o p  s e a s o n .  With 
USAID and  o t h e r  donor  s u p p o r t ,  a major  p o r t i o n  of t h e  money s u p p l y  
i n c r e a s e  b r o u g h t  a b o u t  by t h e  GOB to  f i n a n c e  a g r i c u l t u r a l  c r e d i t  w i l l  be 
ba lanced  by a n  i n f l o w  of  f o r e i g n  exchange t o  t h e  BCB t o  f i n a n c e  i m p o r t s .  
Given t h a t  t h e r e  w i l l  c o n t i n u e  t o  be a need Eor a t  least  $25.5 m i l l i o n  i n  
f o r e i g n  exchange t o  f i n a n c e  a g r o - i n d u s t r i a l  impor t s  o v e r  a p e r i o d  o f  
e i g h t e e n  months, t h e  GOB h a s  a g r e e d  t o  make a v a i l a b l e  t h e  e q u i v a l e n t  o f  
t h e  d o l l a r  f u n d s  t o  be p rov ided  by A I D  t o  f i n a n c e  p a r t  o f  t h e  BCB's 
a g r i c u l t u r e  c r e d i t  r e f i n a n c i n g  t r a n s a c t i o n s  t o  f i n a n c e  a g r o - i n d u s t r i a l  
i m p o r t s .  T h i s  GOB f o r e i g n  exchange w i l l  supplement t h e  $15.5 remain ing  
i n  t h e  A g r o - i n d u s t r i a l  R e a c t i v a t i o n  Component o f  t h e  P r o j e c t .  

The s c o p e  and  c o n t e n t  o f  t h e  A g r o - i n d u s t r i a l  R e a c t i v a t i o n  
Component of t h e  P r o j e c t  is b e i n g  expanded t o  i n c l u d e  an  a g r i c u l t u r a l  
c r e d i t  subcomponent, t h u s  complementing t h e  A g r i c u l t u r a l  I n p u t  and  
A g r o - i n d u s t r i a l  R e a c t i v a t i o n  components a l r e a d y  e x i s t i n g .  Toge ther ,  t h e  
t h r e e  subcomponents w i l l  comprise a n  A g r i c u l t u r a l  R e a c t i v a t i o n  Component 
of t h e  P r o j e c t .  The A g r i c u l t u r a l  C r e d i t  subcomponent is e s s e n t i a l  
because  w i t h o u t  it fa rmers  would n o t  be f u l l y  a b l e  t o  respond  t o  t h e  
i n c r e a s e d  demand f o r  t h e i r  p r o d u c t i o n  e w e c t e d  t o  be s t i m u l a t e d  by 
a g r o - i n d u s t r i a l  r ecovery .  I f  t h i s  c r e d i t  is  n o t  made a v a i l a b l e ,  a very  
s i g n i f i c a n t  number of B o l i v i a n  f a r m e r s  w i l l  m i s s  a f u l l  c r o p p i n g  c y c l e ,  
r e s u l t i n g  i n  s e v e r e  food s h o r t a g e s ,  food p r i c e  i n c r e a s e s ,  d i s p l a c e m e n t  o f  
c a s u a l  farm l a b o r  p e r h a p s  i n t o  coca  p roduc ing  a r e a s ,  t h e  p o s s i b l e  need 
f o r  food  i m p o r t s  which B o l i v i a n  can ill a f f o r d ,  a s  w e l l  a s  o t h e r  economic 
and s o c i a l  p r e s s u r e s  b e i n g  p l a c e  on t h e  f r a g i l e  GOB a t  a c r u c i a l  t i m e  i n  
i t s  e f f o r t s  t o  s t a b i l i z e  t h e  economy. 

The new A g r i c u l t u r a l  C r e d i t  subcomponent o f  t h e  D i s a s t e r  Recovery 
P r o j e c t  is f u l l y  c o n s i s t e n t  w i t h  t h e  P r o j e c t ' s  g o a l  and purpose ,  which 
remain unchanged. Tho g o a l  o f  t h e  P r o j e c t  is t o  assist B o l i v i a  t o  
respond t o  r e c e n t  n a t u r a l  d i s a s t e r s  and  r e t u r n  t o  a s e l f - s u f f i c i e n t  
s t a t u s  i n  t h e  food  commodities it t r a d i t i o n a l l y  p roduces ,  and  i t s  purpose  



i s  t o  he lp  t h e  GOB implement important  e lements  of i ts  emergency p l an  f o r  
recovery from t h e  drought  i n  t h e  highlands a n 3  f lood ing  i n  t h e  
southwestern a r e a  of t h e  country.  Adding t h i s  new subcomponent t o  t h e  
D i s a s t e r  Recovery P r o j e c t  a t  t h i s  t ime i s  a l s o  c o n s i s t e n t  wi th  
USAID/Bolivia's c u r r e n t  a s s i s t a n c e  s t r a t e g y  which emphasizes cont inued  
suppor t  f o r  Bol iv ian  democracy through a s s i s t a n c e  f o r  economic 
s t a b i l i z a t i o n  i n  t h e  s h o r t  t o  medium term. 



C. A g r i c u l t u r a l  C r e d i t  Subcomponent 

1. A g r i c u l t u r a l  C r e d i t  Demand and  Supply,  19E5/8G Crop Season 

The BCB u n d e r t a k e s  a n  a n n u a l  e x e r c i s e  t o  e s t i m a t e  a g r i c u l t u r a l  
c r e d i t  f i n a n c i n g  r e q u i r e m e n t s  based on t h e  GOB'S o f f i c i a l  p l a n t i n g  
e s r i m a t e s ,  which is  broken down by geograph ic  d e p a r t n ~ e n t  and by c r o p ,  and  
c u r r e n t  p r o d u c t i o n  i n p u t  p r i c e s .  The Miss ion r e g a r d s  t h e  o f f i c i a l  
p l a n t i n g  e s t i m a t e  a s  r e l i a b l e  based upon s e v e r a l  y e a r s  of e x p e r i e n c e  w i t h  
it. 

Using t h e  p l a n t i n g  p r o g n o s i s ,  t h e  BCB e s t i m a t e s  t o t a l  a g r i c u l t u r a l  
f i n a n c i n g  r e q u i r e m e n t s  f o r  t h e  1985-86 c r o p  s e a s o n  a t  $167 m i l l i o n  
~ I ' r a d i t i o n a l l y ,  a  l a r g e  p r o p o r t i o n  o f  t h i s  r e q u i r e m e n t  is  f i n a n c e d  by 
f a r m e r s  themse lves .  The amount v a r i e s  by g e o g r a p h i c  r e g i o n ,  and will 
t o t a l  $72 m i l l i o n  i n  t h e  BCB's e s t i m a t i o n .  T h i s  w i l l  l e a v e  $95 m i l l i o n  
t o  be  borrowed by f a r m e r s ,  of which a g a i n  a c c o r d i n g  t o  p r e v a i l i n g  
p r a c t i c e s  i n  e a c h  r e g i o n ,  a b o u t  $40 m i l l i o n  w i l l  be borrowed t h r o u g h  
i n f o r m a l  c r e d i t  c h a n n e l s .  Thus, $55 m i l l i o n  i s  l e f t  t o  be f i n a n c e d  by 
t h e  banking system.  S i x t y - f i v e  p e r c e n t  of t h i s  is r e q u i r e d  i n  November 
and  December and  t h e  r e m a i n i n g  35% from l a t e  J a n u a r y  th rough  t h e  end o f  
t h e  c r o p  season .  

T h i s  f o r m a l  c r e d i t  r equ i rement  can o n l y  be f i n a n c e d  u s i n g  donor 
r e s o u r c e s ,  such a s  A I D ' s ,  l e n d i n g  c a p i t a l  m o b i l i z e d  by t h e  banking 
sys tem,  o r  GOB monetary e m i s s i o n s .  I n  o r d e r  t o  r c d u c e  t o  a minimum t h e  
f i n a n c i n g  of a g r i c u l t u r a l  c r e d i t  th rough  monetary e m i s s i o n s  n o t  
"backed-up" by donor f i n a n c i n g ,  t h e  GOB is  t r y i n g  t o  conv ince  donors  t o  
p r o v i d e  as much f i n a n c i n g  as p o s s i b l e  and  c o u n t i n g  on t h e  banking system 
t o  be a b l e  t o  m o b i l i z e  l e n d i n g  c a p i t a l  a s  t h e  c r o p  s e a s o n  p r o g r e s s e s .  

I n i t i a l l y ,  A I D ' s  $10 m i l l i o n  w i l l  a l l o w  $20 m i l l i o n  i n  c r e d i t  t o  b e  
r e f i n a n c e d  t h r o u g h  t h e  C e n t r a l  Bank. I n  a d d i t i o n ,  t h e  GOB p l a n s  t o  
r e q u e s t  t h e  Andean Development C o r p o r a t i o n  (CAF) and  t h e  Government of 
Columbia t o  e x t e n d  a t  l e a s t  $10 m i l l i o n  of t h e  $20 m i l l i o n  i n  medium-term 
(60-120 d a y )  balance-of-payments f i n a n c i n g  t h e y  have p r o v i d e d  t o  e n a b l e  
a n  e q u i v a l e n t  amount o f  a g r i c u 1 t c ; a l  c r e d i t  t o  he f i n a n c e d .  I n  a d d i t i o n  
t o  t h i s ,  t h e  Inter-American Development Bank ( I D B )  h a s  a l r e a d y  o b l i g a t e d  
$15.7 m i l l i o n  under  its D i s a s t e r  Recovery P r o j e c t  f o  f i n a n c e  t h e  
i m p o r t a t i o n  of s e e d s  and o t h e r  a g r i c u l t u r a l  p r o d u c t i o n  i n p u t s ,  some of  
which t h e  GOB may be a b l e  t o  conv ince  t h e  I D B  t o  reprogram a s  A I D  is 
do ing .  The IDB normal ly  t a k e s  l o n g e r  t o  r e a c t  t o  such  r e q u e s t s  t h a n  A I D ,  
however, s o  IDB f i n a n c i n g  w i l l  n o t  be a v a i l a b l e ,  i f  it is made a v a i l a b l e ,  
u n t i l  t h e  l a s t  h a l f  of t h e  c r o p  season .  



'.!'he remaining a g r i c u l t u r a l  c r e d i t  f i nanc ing  requirements  w i l l  have 
t o  be met by t h e  banking system i t s e l f ,  which shoulrl be a b l e  t o  gene ra t e  
more lending  c a p i t a l  a s  t h e  economic s t a b i l i z a t i o n  program t a k e s  e f f e c t ,  
o r  by monetary emissions of t h e  GOB. A s  t h e  crop season proceeds,  t h e  
GOB w i l l  have t o  cons ide r  c a r e f u l l y  how much a g r i c u l t u r s l  c r e d i t  it can 
a f f o r d  t o  f i nance  wi th  "unbacked" m0neta.q emissions wi thout  exacerbating 
i n f l a t i o n a r y  p re s su res .  

2 .  Emergency Agr i cu l tu re  Fund 

To h e l p  f inance  B o l i v i a ' s  a g r i c u l t u r a l  c r e d i t  requirements  f o r  
t h e  1985-86 c rop  season,  a  s p e c i a l  account  w i l l  be s e t  up i n  t h e  Cen t r a l  
Bank. Th i s  account  ( t h e  "Emergency Agr i cu l tu re  Fund") w i l l  be used t o  
r e f inance  a g r i c u l t u r a l  product ion loans  made by e l i g i b l e  p r i v a t e  s e c t o r  
i n t e rmed ia t e  c r e d i t  i n s t i t u t i o n s  ( I C I s ) .  The r e f inanc ing  t r a n s a c t i o n s  of 
t h e  Fund wil.1 be f inanced  by t h e  GOB, USAID and o t h e r  donors.  Cur ren t ly  
t h e  most l i k e l y  sources  of o t h e r  donor c o n t r i b u t i o n s  t o  t h e  Fund a r e  t h e  
CAF, C o l u m b i a  and t h e  IDB. 

The i n t e r e s t  r a t e  t o  f i n a l  borrowers on r e f inanced  c r e d i t s  
w i l l  be 12% p e r  annum, wi th  t h e  p r i n c i p a l  t i e d  t o  t h e  o f f i c i a l  
peso /do l l a r  exchange r a t e .  I C I s  w i l l  r e ce ive  2.5 percentage  ~ a i n t s  of 
i n t e r e s t  and t h e  BCB 10.5 p o i n t s .  These terms are i n  conformimce wi th  
t h e  BCB's c u r r e n t  r e f inanc ing  terms. 

Although p a r t i c i p a t i o n  i n  t h e  f inanc ing  of a g r i c u l t u r a l  loans  
by t h e  I C I s  themselves r i g h t  from t h e  s t a r t  of t h e  1985-86 crop  season 
would be d e s i r a b l e ,  adequate t ime is no t  a v a i l a b l e  f o r  t h e  I C I s  t o  
mobil ize d e p o s i t s  t o  f i nance  medium-term loans.  Therefore,  it h a s  been 
decided t h a t  100% re f inanc ing  w i l l  be provided by t h e  BCB. Th i s  is 
c o n s i s t e n t  wi th  c u r r e n t  BCB p o l i c y  on a l l  of i ts  medium and long  term 
c r e d i t  r e f i n a n c i n g  l i n e s .  

A I D  funds w i l l  be made a v a i l a b l e  t o  f i nance  h a l f  of each 
e l i g i b l e  ICI  loan re f inanced  by t h e  BCB, up t o  $25,000 p e r  i n d i v i d u a l  
borrower. Borrowers may be i n d i v i d u a l s  o r  coope ra t ives .  A I D  w i l l  
f i nance  on ly  loans  with m a t u r i t i e s  of between 5  and 12  months. Only 
loans  f o r  t h e  purchase of i n p u t s  ( s eeds ,  f e r t i l i z e r ,  e t c . )  used f o r  t h e  
product ion  of annual  crops w i l l  be e l i g i b l e  f o r  A I D  f i nanc ing .  

USAID w i l l  on ly  f inance  loans  extended by ICIs  accepted  by t h e  
Mission. To be e l i g i b l e  f o r  A I D  r e f inanc ing ,  an  I C I  w i l l  have to :  



a .  be a p r i v a t e l y  owned e n t i t y !  

b. have a  s t a f f  capable of managing an a g r i c u l t u r a l  l ending  
program? 

c.  have p r i o r  exper ience  i n  d e a l i n g  wi th  BCB r e f i n a n c i n g  
f a c i l i t i e s  (can  be waived i n  ex t r ao rd ina ry  c i rcumstances) r  

d. have had an acceptab ly  low loan  payment delinquency r a t e  i n  
t h e  p a s t ?  

e .  ag ree  t o  al low BC13 personnel  and pre3grarr, a u d i t o r s  have 
acces s  t o  t h e i r  loan f i l e s ?  

f .  a g r e e  t o  comply wi th  t h e  BCP's r e p o r t i n g  requirements1 and 

g. ag ree  t o  al low t h e  BCB t o  charge i ts  funds on l e g a l  r e s e r v e  
i n  t h e  BCB temporar i ly  i n  t h e  case  of overdue repayments t o  
t h e  BCB, o r  charge a  s p e c i a l  r e s e r v e  fund s e t  up f o r  I C I s  
which have no such l e g a l  r e se rves  on d e p o s i t  wi th  t h e  BCH. 

D e t a i l s  on t h e  cond i t i ons  t o  be app l i ed  t o  A I D  c o n t r i b u t i o n s  
t o  t h e  Emergency Agr i cu l tu re  Fund w i l l  be recorded i n  an implementation 
l e t t e r .  The BCE w i l l  be f r e e  t o  u s e  its own funds channeled through t h e  
Fund (and o t h e r  donor funds  t o  t h e  e x t e n t  allowed by o t h e r  donors)  t o  
r e f inance  loan t r a n s a c t i o n s  which do no t  meet A . I . D . ' s  r e f i n a n c i n g  
c r i t e r i a !  f o r  example, t o  r e f inance  loans  made by t h e  Bol iv ian  
A g r i c u l t u r a l  3ank o r  t o  r e f inance  loans  f o r  l i v e s t o c k  product ion.  

3 .  - Refinancing Procedures 

a .  I C I  E l i g i b i l i t y  

A s  a cond i t i on  precedent  t o  f i r s t  disbursement ,  USAID 
approval  of p a r t i c i p a t i n g  I C I s  w i l l  be r equ i r ed .  It i s  expected t h a t  
t h i s  p roces s  w i l l  no t  t a k e  more than  a  week. Loans made anytime a f t e r  
t h e  d a t e  of t h e  s i g n i n g  O F  t h e  P r o j e c t  Agreement Amendment Number 7,  
i nco rpora t ing  t h e  a g r i c u l t u r a l  c r e d i t  subcomponent, w i l l  be e l i g i b l e  f o r  
r e f inanc ing .  

To r e g i s t e r  f o r  p a r t i c i p a t i o n  i n  t h e  Program, i n t e r e s t e d  
I C I s  w i l l  submit t h e  fo l lowing  documentation t o  t h e  BCB, t o  t h e  e x t e n t  
n o t  i l lready on f i l e :  



. An explanation of i t s  s t a f f  resources ava i l ab le  t o  
manage i t s  a g r i c u l t u r e  lendinq program! 

. A r e p o r t  on i t s  loan repayment delinquency record1 and 

. A l e t t e r  by which it agrees t o  t h e  BCB's  r epor t ing  
requirements, t o  t h e  charging of i ts  l e g a l  reserves  temporari ly f o r  
overdue payments t o  t h e  BCB, and t o  cooperate with BCB Program personnel 
and USAID-financed aud i to r s .  

Once accepted t o  p a r t i c i p a t e  i n  t h e  Program, any I C I  w i l l  
be sub jec t  t o  suspension from f u r t h e r  p a r t i c i p a t i o n  i f  it is found t o  
f a i l  t o  comply with Program requirements. 

b. Loan A ~ ~ r o v a l  and Refinancinq 

The BCB w i l l  inform p a r t i c i p a t i n g  I C I s  of t h e  information 
t h a t  must be included i n  t h e i r  loan app l i ca t ion  forms. To the  ex ten t  
requi red  f o r  smal ler  borrowers, a s s i s t a n c e  i n  applying f o r  loans w i l l  be 
provided by I C I  personnel ,  BCB Ttchnica l  Assistance Program advisors ,  o r  
o f f i c i a l s  of t h e  a g r i c u l t u r a l  chamber t o  which t h e  borrowers belong. 

I C I s  w i l l  be responsible f o r  confirming t h e  .infolmation 
provided by loan app l i can t s  concerning t h e  use t o  which c r e d i t  resources 
a r e  t o  be put t  s p e c i f i c a l l y ,  t h e  crops and hectarage involved and what is 
t o  be purchased with t h e  loan. Each I C I  w i l l  determine i t s  own 
c o l l a t e r a l  recuirements and make i ts own decis ions  regarding loan 
approval o r  disapproval ,  a s  wel l  a s  bear f u l l  r i s k  of repayment.. I C I s  
w i l l  be author ized  by t h e  BCB t o  approve loans f o r  an amount up t o  
$25,000 without p r i o r  BCB approval f o r  ref inancing.  

BCB approval of ref inancing reques ts  under t h e  Program w i l l  
be decent ra l ized .  I C I s  w i l l  send ref inancing information on loans they 
have a l ready ~ p p r o v e d  f o r  ref inancing t o  t h e  BCB Regional Technical 
Off ices  (OTRs) o r  Agencies responsib le  f o r  t h e  regions i n  which t h e  l o a m  
w i l l  be made. Copies of each signed loan agreement and. o ther  information 
requi red  by t11e BCB w i l l  accompany each loan re f inanc ing  reques t .  The 
BCB's  regional  o f f i c e s  w i l l  have up t o  one weel: t o  approve and d isburse  
funds under each ref inancing reques t  submitted by e l i g i b l e  1 1  I C I s  
w i l l  be f r e e  t o  begin d isburs ing  funds under loans they approve before  
BCB funds a r e  disbursed.  



c .  'JSAID Disbursement 

A I D  loan disbursements  w i l l  be made on a d i r e c t  
reimbursement b a s i s  i n  t h e  fo l lowing  manner: 

The BC9 w i l l  submit a reimbursement payment r e q u e s t  voucher 
t o  USAID/Bolivia bi-weekly, o r  more f r e q u e a t l y  i f  necessary ,  f o r  one h a l f  
of a l l  e l i g i b l e  r e f inanc ing  amounts it has d isbursed  t o  I C I s .  

The reimbursement t o  BCB w i l l  he made i n  U . S .  d o l l a r s ,  
based on t h e  h i g h e s t  l e g a l  exchange r a t e  on t h e  day t h e  reimbursement 
r eques t  i s  approved f o r  payment, and w i l l  be depos i t ed  i n  a U.S. bank 
account  des igna ted  by t h e  BCa v i a  e l e c t r o n i c  funds t r a n s f e r .  
Reimbursement payment r e q u e s t s  w i l l  be prepared i n  t h e  form, and 
suppor ted  by the  documentation, descr ibed  below. 

A l l  reimbursement r e q u e s t s  w i l l  be s e n t  t o  t h e  
USAID/Bolivia p r s j e c t  manager f o r  a d m i n i s t r a t i v e  approval .  

A l l  r eques t s  for reimbursement w i l l  be accompanied by: 

(1) Standard Voucher Form (SF-1034), "Pub l i c  Voucher f o r  
Purchases and Se rv ices  o t h e r  t han  PersonaL". The voucher w i l l  c o n s t i t u t e  
t h e  reimbursemt r eques t  and w i l l  be prepared,  i n  an o r i g i n a l  and t h r e e  
m p i e s ,  by t h e  BCB i n  t h e  t o t a l  amount f o r  which reimbursement is being 
reques ted .  

( 2 )  Each reimbursement payment r eques t  voucher (SF-1034) 
should be da ted ,  s e r i a l l y  numbered and i d e n t i f y  t h e  A I D  loan number which 
is t o  be charged. The voucher must be supported by t h e  nanes of t h e  
borrowers,  name of t h e  I C I ,  sub-loan purpose, t o t a l  amount of t h e  loans  
being claimed and t h e  pe r iod  du r ing  which disbursements  were made f o r  t h e  
loan.  A l l  of t h e  above must be c e r t i f i e d  by t h e  au tho r i zed  
r e p r e s e n t a t i v e  of t h e  BCB. 

4. Monitoring 

The BCB w i l l  be r e spons ib l e  f o r  monitor ing I C I  p a r t i c i p a t i o n  
i n  t h e  Program. Its reg iona l  o f f i c e s  w i l l  s t a y  i n  touch  wi th  I C I  loan  
o f f i c e r s  and i n v e s t i g a t e  t r a n s a c t i o n s  s e l e c t e d  a t  random. They w i l l  
p repare  r e p o r t s  on loans  approved, wi th  s t a t i s t i c s  on borrowers,  c rops  
and hec tarage ,  f o r  submission t o  t h e  BCB's  Development Department i n  La 
Paz.  The Development Department w i l l  conso l ida t e  t h e s e  r e p o r t s  f o r  t h e  
purpose of r e p o r t i n g  t o  USAID. 



To a s s i s t  t h e  BC5 and USAID i n  managing t h e  Program, a u d i t s  o f  
XCI r e f i n a n c i n g  t r a n s a c t i o n s  and BCB o p e r a t i o n s  w i l l  be c a r r i e d  o u t  by a n  
o u t s i d e  a u d i t o r  c o n t r a c t e d  w i t h  P r o j e c t  f u n d s  i n  J a n u a r y ,  March and  
September 1986. S p e c i a l  a t t e n t i o n  w i l l  be p a i d  t o  t h e  u s e  of f u n d s  l e n t  
under  r e f i n a n c e d  c r e d i t s  and  I C I  Lending c o n t r o l s .  T r a n s a c t i o n s  which 
a r e  found n o t  t o  comply w i t h  A I D  r e f i n a n c i n g  r e q u i r e m e n t s  w i l l  be c h a r g e d  
f u l l y  t o  BCB c o n t r i b u t i o n s  t o  t h e  Emergency A g r i c u l t u r e  Fund. The BCB 
w i l l  be f r e e  t o  wi thdraw i ts  f i n a n c i n g  f o r  s p e c i f i c  I C I  l o a n s  found n o t  
t o  meet Program r e q u i r e m e n t s  by c h a r g i n g  I C I  r e s e r v e s  on  d e p o s i t .  I C I s  
found t o  be mismanaging Progran' f ~ i n d s  w i l l  h s u b j e c t  t o  s u s p e n s i o n  from 
t h e  Program. 

managed by 

5. 

T h i s  subcomponent of t h e  D i s a s t e r  Recovery P r o j e c t  w i l l  be 
USAIDts P r i v a t e  S e c t o r  and Rura l  Development D i v i s i o n .  

D o l l a r  Funds Disbursed t o  the BCD a n a  A g r i c u l t u r e  C r e d i t  
Ref lows 

Tht! GOB w i l l  covenant  t o  make a v a i l a b l e  an  amount o f  f o r e i g n  
exchange,  e q u i v a l e n t  t o  t h e  d o l l a r s  d i s b u r s e d  by A I D  f o r  a g r i c u l t u r a l  
c r e d i t ,  t o  f i n a n c e  p r i v a t e  s e c t o r  a g r o - i n d u s t r i a l  i m p o r t s ,  i n  ~ ~ d d i t i o n  t o  
t h e  funds  t o  be made a v a i l a b l e  by A . I . D .  under  t h e  P r o j e c t ' s  
A g r o - i n d u s t r i a l  R e a c t i v a t i o n  subcomponent. S i n c e  t h e s e  d o l l a r s  w i l l  be 
GOB-owned, t h e  i m p o r t a t i o n  r e q u i r e m e n t s  a p p l i c a b l e  t o  A I D  d o l l a r s  t o  b e  
d i s b u r s e d  under  t h e  Agro- indust r i .11 R e a c t i v a t i o n  subcomponent w i l l  n o t  
n e c e s s a r i l y  have t o  be fo l lowed .  The p e s o  p r o c e e d s  from t h e  sale of 
t h e s e  f u n d s  t o  p r i v a t e  s e c t o r  i m p o r t e r s  w i l l  he  used i n  t h e  same manner 
a s  h a s  a l r e a d y  been a g r e e d  f o r  proce.,ds from t h e  sale o f  A I D  d o l l a r s  
under  t h e  A g r o - i n d u s t r i a l  R e a c t i v a t i o n  subcomponent. 

Reflows from t h e  a q r i c . l l t u r a 1  l o a n s  r e f i n a n c e d  under  t h e  
Program w i l l  be d e p o s i t e d  i n  t h e  B C B ' s  A g r i c u l t u r e  Ref inanc ing  Fund I1 
(FRA 11) which was e s t a b l i s h e d  s e v e r a l  y e a r s  ago w i t h  A I D  f i n a n c i n g .  FRA 
I1 w i l l  be used  t o  r e f i n a n c e  a g r i c u l t u r a l  c r e d i t s  from t h e  1986/87 c r o p  
season  onwards. USAID and t h e  BCB w i l l  a g r e e  on any n e c e s s a r y  changes  i n  
FRA I1 o p e r a t i o n s  ( e . 9 .  chang ing  t h e  r e f i n a n c i n g  p e r c e n t a g e ,  GOB 
maintenance-0.:'-value a r r e a r a g e s )  b e f o r e  r e f l o w s  d e p o s i t e d  i n  FRA II c a n  
be used.  



111. PROJECT ANALYS rS 

The a d d i t i o n  o f  t h e  A g r i c u l t u r a l  C r e d i t  subcomponent t o  t h e  P r o j e c t  
docs  n o t  r e q u i r e  e x t e n s i v e  a n a l y s i s ,  b o t h  because  it does  n o t  r e p r e s e n t  a 
s i g n i f i c a n t  a e p a r t u r e  from t h e  P r c J j e c t  a s  a l r e a d y  approved and because 
s e v e r a l  y e a r s  of e x p e r i e n c e  h a s  a l r e a d y  been ga ined  i n  d e a l i n g  w i t h  BCR 
r e f i n a n c i n g  l i n e s .  S p e c i f i c a l l y ,  ( a )  no t e c h n i c a l  a n a l y s i s ,  a s i d e  from 
t h s  summary o f  c r e d i t  r equ i rements  a l r e a d y  g iven ,  is n e c e s s a r y 1  ( b )  g i v e n  
t ' l a t  i n t e r e s t  r a t e s  a r e  now p o s i t i v e ,  no f i n a n c i a l  a n a l y s i s  is  needed! 
( c )  a  s o c i a l  soundness  a n a l y s i s  i s  n o t  needed i n  view of t h e  f a c t  t h a t  
r e f i n a n c i n g  t r a n s a c t i o n s  a r e  common i n  B o l i v i a ,  and ( d )  no s i g n i f i c a n t  
e f f e c t s  on t h e  B o l i v i a n  e n v i r o n m e ~ ~ t  a r e  e x p e c t e d  from t h e  f i n a n c i n g  o f  
a g r i c u l t u r a l  c r e d i t  under  t h e  P r o i e c t .  

USAID h a s  concluded t h a t  t h e  BCB h a s  t h e  c a p a c i t y  t o  a d m i n i s t e r  t h e  
c c e d i t  program. P a s t  problems i n  t h e  C e n t r a l  Bank have been p r i m a r i l y  
p 3 l i t i c a l  a n d  temporary ( t h e  r e f u s a l  o f  t h e  employee 's  un ion ,  t e m p o r a r i l y  
dominated by l e f t i s t  r a d i c a l s ,  t o  f o l l o w  GOB i n s t r u c t i o n s ) ,  a l t h o u g h  
d e c e n t r a l i z a t i o n  o f  decision-making a u t h o r i t y  h a s  been a  c o n t i n u a l  
concern.  When it assumed power, t h e  Government o f  V i c t o r  Paz E s t e n s s o r o  
made r e a s s e r t i n g  c o n t r o l  o v e r  t h e  C e n t r a l  aank one o f  i t s  h i g h e s t  
p r i o r i t i e s ,  and  it h a s  been s u c c e s s f u l .  Fur thermore,  most of the 
d e c e n t r a l i z e d  decis ion-making a u t h o r i t y  r e q u i r e d  t o  e n a b l e  t h e  
a g r i c u l t u r a l  c r e d i t  s u b p r o j e c t  t o  o p e r a t e  e f f i c i e n t l y  h a s  a l r e a d y  been 
i n s t i t u t e d  by t h e  BCB, and Bank e x e c u t i v e s  have a g r e e d  t o  modify any o f  
t h e i r  p r o c e d u r e s  t o  o b t a i n  A I D  f i n a n c i n g  f o r  a g r i c u l t u r a l  c r e d i t .  Hence, 
USAID c o n c l u d e s  t h a t  t h e  BCB w i l l  be a b l e  t o  manage t h e  Program 
a d e q u a t e l y  . 

Commercial banks must now a d a p t  t o  c i r c u m s t a n c e s  i n  which i n f l a t i o n  
w i l l  s u b s i d e ,  more o p e r a t i o n a l  freedom h a s  been g iven  t o  them, more 
c 3 m p e t i t i o n  w i l l  o c c u r  among banks ,  and more l e n d i n g  c a p i t a l  w i l l  have t o  
be g e n e r a t e d  from d e p o s i t s .  Time w i l l  be r e q u i r e d  f o r  B o l i v i a ' s  banks t o  
b s g i n  t o  improve o p e r a t i o n s  t o  r e a c h  s t a n d a r d s  more customary o f  
s u c c e s s f u l  banks  e l sewhere .  For  example, new p e r s o n n e l  w i l l  have t o  be 
h i r e d ,  l e n d i n g  p r a c t i c e s  ( l o a n  i n v e s t i g a t i o n ,  e t c . )  w i l l  have t o  be 
modernized,  and  s u c c e s s f u l  methods o f  a t t r a c t i n g  d e p o s i t s  w i l l  have t o  b e  
implemented. The banks a r e  a l r e a d y  f a m i l i a r  w i t h  t h e  u s e  uf :.he BCB's 
r e f i n a n c i n g  l i n e s ,  however, and  l i t t l e  d i f f i c u l t y  is e x p e c t e d  i n  t h e i r  
a d m i n i s t e r i n g  o f  c r e d i t  funds  f o r  t h e  1985-86 c r o p  s e a s o n .  

Although no fo rmal  economic a n a l y s i s  of t h e  a g r i c u l t u r a l  c r e d i t  
subcomponent h a s  been c a r r i e d  o u t ,  i t  is c l e a r  t h a t  t h e  f u n d s  t o  be made 
a v a i l a b l e  by t h e  BCB are needed f o r  recovery  i n  t h e  a g r i c u l t u r a l  s e c t o r  
t o  c o n t i n u e .  Without t h e  c r e d i t  t o  be f i n a n c e d  by t h e  BCB, t h e  n e g a t i v e  
e f f e c t s  on a g r i c u l t . u r a 1  o u t p u t  would be v e r y  s i g n i f i c a n t ,  and t h e  s u c c e s s  
o f  t h e  GOB'S economic s t a b i l i z a t i o n  program would be j e o p a r d i z e d .  



A s  f o r  t h e  e f f e c t  on i n f l a t i o n  of i n c r e a s i n g  r e sou rces  a v a i l a b l e  f o r  
a g r i c u l t u r a l  c r e d i t ,  two conclus ions  can be drawn. F i r s t ,  a l l  of the 
c r e d i t  resources  r e l e a s e d  w i l l ,  given normal e c o l o g i c a l  cond i t i ons  and 
product ion inpu t  a v a i l a b i l i t y ,  c o n t r i b u t e  t o  increased  farm product ion  
f o r  which t h e r e  w i l l  be a  market. With p o s i t i v e  i n t e r e s t  r a t e s  and t h e  
e l imina t ion  of p r i c e  c o n t r o l s ,  farmers  w i l l  be c a r e f u l  t o  produce a s  much 
a s  they  know they  can consume o r  s e l l ,  and on ly  borrow what they  need t o  
meet t b e i r  p roduct ion  t a r g e t s .  Hence, t h e  monetary emissions r equ i r ed  t o  
f i nance  t h e  a g r i c u l t u r a l  c r e d i t  w i l l  be economically product ive .  

Secondly, t o  t h e  e x t e n t  t h e  emissions of t h e  BCB a r e  backed by donor 
c o n t r i b u t i o n s ,  a s  i n  t h e  c a s e  of t h e  d o l l a r  f i n a n c i n g  A I D  w i l l  p rovide ,  
t h e i r  i n f l a t i o n a r y  impact on t h e  economy w i l l  be  balanced by t h e  goods 
and s e r v i c e s  f inanced  by the  f o r e i g n  exchange which is made a v a i l a b l e .  



I V .  IMPLEMENTATION PLAN 

A. R e s p o n s i b i l i t i e s  

1. The C e n t r a l  Bank 

. Recommend I C I  e l i g i b i l i t y  

. Approval o f  r e f i n a n c i n g  t r a n s a c t i o n s  

. C r e d i t  m o n i t o r i n g  and  r e p o r t i n g .  

2. I n t e r m e d i a t e  Credit I n s t i t u t i o n s  

. Loan g e n e r a t i o n  and  a & n i n i s t r a t i o n  

. Repor t ing  t o  BCB a s  r e q u i r e d  

. Coopera t ion  w i t h  BCB s u p e r v i s o r y  p e r s o n n e l  and a u d i t o r s  

3 .  USAID 

. I C I  e l i g i b i l i t y  a p p r o v a l  

. Disbursement a p p r o v a l s  

. Subcomponent m o n i t o r i n g  

B. E v a l u a t i o n  P l a n  and  Audi t s  

During t h e  n e x t  s c h e d u l e d  p r o g r z s s  e v a l u a t i o n  o f  t h e  f u l l  
P r o j e c t ,  t h e  a d m i n i s t r a t i v e  a s p e c t s  o f  t h e  BCB's a g r i c u l t u r a l  c r e d i t  
r e f i n a n c i n g  mechanisms w i l l  be examined to  d e t e r m i n e  i f  t h e y  c a n  be made 
more e f f i c i e n t .  T h i s  i n f o r m a t i o n  w i l l  be p u t  t o  u s e  i n  making n e c e s s a r y  
changes  i n  t h e  FRA I1 r e f i n a n c i n g  f a c i l i t i e s  p r i o r  t o  t h e  1986-87 c r o p  
season .  

During t h e  f i n a l  e v a l u a t i o n  o f  t h e  Disaster 2ecovex-y P r o j e c t ,  
c u r r e n t l y  s c h e d u l e d  i n  l a t e  1986, t h e  impact  o f  t h e  a g r i c u l t u r a l  c r e d i t  
subcomponent w i l l  be  measured,  t h r o u g h  a sample s u r v e y  o f  l o a n s  ex tended .  

The t h r e e  s c h e d u l e d  a u d i t s  w i l l  be undertake11 by a u d i t o r s  h i r e d  
b y  A I D  w i t h  e x i s t i n g  P r o j e c t  funds .  



Table  2 

B. IMPLEMENTAT'ION AND FINANCING PROCEDURES 

A I D  f u n d s  f o r  t h e  A g r i c u l t u r a l  R e a c t i v a t i o n  Component o f  t h e  P r o j e c t  w i l l  
be channe led  a s  f o l l o w s :  

111. A g r i c u l t u r a l  R e a c t i v a t i o n  

F e r t i l i z e r s  I m p o r t s  

A g r i c u l t u r a l  I n p u t s  

A g r i c u l t u r a l  C r e d i t  

Method o f  Method of 
Implementa t ion  Payment ( $000 1 

P u r c h a s e s  (Hos t  C . )  D i r e c t  L/Com 1 ,535  

P u r c h a s e s  ( H o s t  C.)  D i r e c t  L/Com 5,590 

I C I s  Reimburszment 10,000 

A g r o - i n d u s t r i a l  Machinery,  
Spare  P a r t s ,  Raw M a t e r i a l s ,  
etc. P u r c h a s e s  (Hos t  C.) D i r e c t  L/C 14,500 

T e c h n i c a l  A s s i s t a n c e  Direct C o n t r a c t  Direct Payment 370 

C o n t i n g e n c i e s  



V I .  CONDITIONS AND COVENANTS 

The Pro jec t  Agreement Amendment w i l l  conta in  one condit ion precedent 
t o  f i r s t  disbursement and t h r e e  covenants. 

Condition Precedent 

Disbursement of funds reserved f o r  Agr icu l tu ra l  Credi t  under 
Amendment No. 7 t o  t h e  Agreement. 

P r i o r  t o  any disbursement of t h e  U S  d o l l a r s  10,000,000 f o r  t h e  
Agr icu l tu ra l  Credi t  Subcomponent of t h e  Projec t ,  o r  t h e  issuance by A I D  
of documentakion pursuant  t o  which such disbursemect w i l l  be made, 
Bolivia w i l l ,  except  a s  A I D  may otherwise agree i n  wr i t ing ,  submit f o r  
A I D  approval t h e  names of t h e  p r i v a t e  s e c t o r  in termedia te  c r e d i t  
i n s t i t u t i o n s  proposed t o  p a r t i c i p a t e  i n  t h e  a g r i c u l t u r a l  c r e d i t  
subcomponent of t h e  p r o j e c t .  

B. Covenants 

1. B o l i v i a ' s  con t r ibu t ion  t o  a g r i c u l t u r a l  c r e d i t  requirements f o r  
1985-86 crop season. 

Bolivia w i l l  match t h e  A I D  con t r ibu t ion  t o  t h e  f inancing of 
a g r i c u l t u r a l  c r e d i t  through t h e  Centra l  Bank f o r  t h e  1985-86 crop season 
by con t r ibu t ing  50% of t h e  amount ref inanced by t h e  Centra l  Bank, on a  
loan-by-loan bas i s .  

2:Foreign exchange t o  be provided by Bolilria f o r  p r i v a t e  s e c t o r  
a g r i - i n d u s t r i a l  imports 

Within twelve months of t h e  f i r s t  disbursement of funds by A I D  t o  
the  Cen t ra l  Bank f o r  a g r i c u l t u r a l  c r e d i t ,  Bolivia w i l l  make a v a i l a b l e  t o  
p r i v a t e  importers  an amount of fore ign exchange, equ iva len t  t o  t h a t  
disbursed by A I D  f o r  a g r i c u l t u r a l  c r e d i t  under t h i s  agreement, f o r  t h e  
f inancing of t h e  importat ion of ag ro - indus t r i a l  machinery, spa re  p a r t s  
and s e l e c t e d  raw mate r i a l s  f o r  t h e  p r i v a t e  s e c t o r ,  such fo re ign  exchange 
being a d d i t i o n a l  t o  t h a t  provided by t h e  GOB with A I D  f inancing under t h e  
ag ro - indus t r i a l  r e a c t i v a t i o n  subcomponent of t h e  p r o j e c t .  

3 .  Future Use of t h e  Fund f o r  Agr icu l tu ra l  Refinancing. 

Bolivia agrees t o  depos i t  t h e  reflows from a g r i c u l t u r a l  
production loans ref inanced under t h e  p r o j e c t  i n  t h e  Centra l  Banks' Fund 
f o r  Agr icu l tu ra l  Refinancing 11, and t o  agree wi th  A I D ,  v i a  
implementation l e t t e r  before  October 1, 1986, on any necessary changes i n  
t h e  opera t ing  procedures of t h e  Fund f o r  Agr icu l tu ra l  Refinancing 11. 



PROJECT CHECKLI S'CS - 
A. Genera l  C r i t ( ? r i a  f o r  P r o j e c t  

1. FY 1982 A p p r o p r i a t i o n  A c t ,  Sec .  523 
FAA Sec.  534A1 Sec.  653 ( b )  . . . 
( a )  Descr ibe  how a u t h o r i z a t i o n  and ap- By C o n g r e s s i o n a l  N o t i f i c a t i o n  
p r o p r i a t i ~ m s  committees of S e n a t e  
and House have been o r  w i l l  be 
n o t i f i e d  c o n c e r n i n g  t h e  p r o j e c t r  
( b )  Is a s s i s t a n c e  w i t h i n  (Opera t ion-  N/h 
a 1  Year B i d g e t )  c o u n t r y  o r  i n t e r n a -  
t i o n a l  o r g a n i z a t i o n  a l l o c a t i o n  
r e p o r t e d  co Congress ( o r  n o t  more 
t h a n  $1 m i l l i o n  o v e r  t h a t  amount)?  

2. FAA S e c . G L l ( a ) ( l ) .  P r i o r  t o  o b l i -  
g a t i o n  i n  e x c e s s  of $100,000, w i l l  
t h e r c  b e  ( a )  e n g i n e e r i n g ,  f i n a n c i a l  
o r  o t h e r  ? l a n s  n e c e s s a r y  t o  c a r r y  
o u t  t h e  a s s i s t a n c e  a n d  ( b )  a  reason-  
a b l y  f i r m  e s t i m a t e  o f  t h e  c o s t  t o  
t h e  U.S. ~ f  t h e  a s s i s t a n c e ?  

3. FAA Sec.  5 l l ( a )  ( 2 ) .  I f  f u r t h e r  l e g -  
i s l a t i v e  a c t i o n  is r e q u i r e d  w i t h i n  
r e c i p i e n t  c o u n t r y ,  what is b a s i s  
f o r  r e a s o n a b l e  e x p e c t a t i o n s  t h a t  
s u c h  a c t i o n  w i l l  be completed i n  
t i m e  t o  p e r m i t  o r d e r l y  accomplish-  
ment o f  I u r p o s e  o f  t h e  a s s i s t a n c e ?  

4. FAA Sec .  6 1 1 ( b ) j  FY 1981  Appropr ia-  
t i o n  A c t .  Sec .  501. I f  f o r  w a t e r  
o r  w a t e r - r e l a t e d  l a n d  r e s o u r c e  con- 
s t r u c t i o r ,  h a s  p r o j e c t  m e t  t h e  
s t a n d a r &  and  c r i t e r i a  as s e t  f o r t h  
I n  t h e  P ~ i n c i p l e s  and S t a n d a r d s  f o r  
P l a n n i n g  Water and R e l a t e d  Land 
Resource!,  d a t e d  October  25, 19733 
(See A I D  Handbook 3  f o r  new gu ide-  

None r e q u i r e d  

l i n e s .  ) 

5. FAA Sec. 6 1 1 ( e ) .  I f  p r o j e c t  i s  c a p i t a l  N/ A 
a s s i s t a n t e  ( e . g .  c o n s t r u c t i o n ) ,  and  
a l l  U.S. a s s i s t a n c e  f o r  it w i l l  exceed 
$1 m i - l l i t  n ,  h a s  Miss ion D i r e c t o r  
c e r t i f i e r  and  Regional  A s s i s t a n c e  Ad- 
m i n i s t r a t o r  t a k e n  i n t o  c o n s i d e r a t i o n  
t h e  c o u n l r y ' s  c a p a b i l i t y  e f f e c t i v e l y  
to  main t i  i n  and  u t i l i z e  t h e  p r o j e c t ?  



V. COST ESTIMATE AND FINANCJAL PLAN 
(US$ 000) 

A. L i f e  o f  Project Budget 
HOST COUHTRY 

HOST t 

A I D  COUNTRY ('RAND 
GRANT LOAN TOlAL 60B COMUNITY CONTRI TOTAL IilTAL - 

I. INFRAESTRUCTURA/. NFRASTRUCTURE 

A. ROADS 
0. POTABLE WATER IRRIGATION 
I. Potosi 
2. Sucre 
3. CARE 
4. I r r i g ~ t i o n  

111. AGRICULTURAL REAC fIVATION 
A. F e r t i l i z e r s  I r i o r t s  1,535 1,535 41 19 60 ! ,595 

8. Agricc!tural Idputs  30 5,545 5,635 U,SOO 4,500 10,135 
C. Agroindustr ial  Credi ts  10,000 10,000 10,000 10,000 20,OOO 
D. Agroindustr ial  Reactivation 15,500 15,500 10,UOO 24,500 34,500 50,OUl 

..------- -------- -------- -------- -------- -----..-- -------- --.----. 
1,625 31,045 32,670 24,541 13 24,500 43,OhO 81,730 

-------- -------- -------- -------- -------- -------- ....-. ---... -. ---. .. . 

1V. DISASTER ASSISTENCE PROGRAH SUPPORT 
A. Coordination l l n i t  
0. Support for F ~ o d  6 Rural Recapi- 

l i z a t i o n  Progiars 
C. Disaster Survi l lance D d h  Collec 

t i o n  System 
D. Audits And Ev l lua t ion  
E. Shor t-Terr Technical Assistance 

And Other 

V. CONTINGENCIES 

TOTAL 



6. FAA Sec. 209. Is p r o j e c t  s u s c e p t i b l e  
t o  execut ion  a s  p a r t  of r e g i o n a l  o r  
m u l t i l a t e r a l  p r o j e c t ?  I f  so ,  why i s  
p r o j e c t  n o t  s o  executed? Information 
and conc lus ion  whether a s s i s t a n c e  w i l l  
encourage r e g i o n a l  development pro-  
grams. 

FAA Sec. 6 0 1 ( a ) .  Information and con- 
c l u s i o n s  whether p r o j e c t  w i l l  encour- 
age e f f o r t s  of t h e  count ry  t o :  ( a )  
i n c r e a s e  t h e  f low of i n t e r n a t i o n a l  
t r a d e ,  (b) f o s t e r  p r i v a t e  i n i t i a t i v e  
and comp&ltion t and ( c ) encourage 
development and use  of-cooperatives,  
and c r e d i t  unions,  and sav ings  and loan 
a s s o c i a t i o n s t  ( d )  d i scourage  monopolis- 
t i c  p r a c t i c e s t  ( e )  improve t e c h n i c a l  
e f f i c i e n c y  of in&st ry ,  a g r i c u l t u r e  
and conunercet and (f) - s t r e n g t h e n  f r e e  
l a b o r  unions.  

8. FAA Sec. 6 0 1 ( b ) .  Information and con- 
c l u s i o n s  on how p r o j e c t  w i l l  encourage 
U.S. p r i v a t e  t r a d e  and investment  
abroad and encourage p r i v a t e  U.S. 
p a r t i c i p a t i o n  i n  f o r e i g n  a s s i s t a n c e  
programs ( i n c l u d i n g  use of p r i v a t e  
t r a d e  channels  and t h e  s e r v i c e s  of U.S. 
p r i v a t e  e n t e r p r i s e ) .  

'I 

W i l l  a s s i s t  i n  a r e a s  a ,  b  and c 

I t  w i l l  n o t  

9. FAA Sec. 6 1 2 ( b ) .  6 3 6 ( h ) t  F Y  1982 Appro- 
p r i a t i o n  A c t ,  Ser.TC7. - --- .- Describe steps Adequate GOB c o n t r i b u t i o n  
t aken  t o  a s su r?  bhat,  t o  t h e  maximum is requ i r ed .  
e x t e n t  p o s s i b l e ,  t h e  count ry  is  c o n t r i -  
bu t ing  l o c a l  c u r r e n c i e s  t o  meet t h e  cost 
of c o n t r a c t u a l  and o t h e r  s e r v i c e s ,  and 
f o r e i g n  c u r r e n c i e s  owned by t h e  U.S. No U.S.-owned l o c a l  
a r e  u t i l i z e d  i n  l i e u  of d o l l a r s .  cur rency .  

10.FAA Sec.612(d) .  Does t h e  U.S. own 
excess  f o r e i g n  cur rency  of t h e  count ry  1J o 
and, i f  so,  what arrangements  have 
been made f o r  i t s  r e l e a s e ?  

11.FAA Sec.GOl(e).  W i l l  t h e  p r o j e c t  u t i -  
l i z e  com,pet i t ive s e l e c t i o n  procedures  N/ A 
f o r  t h e  awarding of c o n t r a c t s ,  except  
where a p p l i c a b l e  procurement r u l e s  
a l low o the rwi se?  



- - . - a s s i s t a n c e  is f o r  t h e  production of 
any commodity f o r  expor t ,  is  t h e  commodity 
l i k e l y  t o  be i n  su rp lus  on world markets 
a t  t h e  time, and is  such ass i s t ance  N/A 
l i k e l y  t o  cause s u b s t a n t i a l  in ju ry  t o  
U.S. producers of t h e  sawe, s imi la r  
o r  competing commodity? 

13.FAA 1 1 8 ( c )  and ( d ) .  Does t h e  p r o j e c t  
comply with t h e  environmental proce- Y e s .  N/A 
dures s e t  f o r t h  i n  A I D  Regulation 161 
Does the  p r o j e c t  o r  program take  i n t o  
cons idera t ion  t h e  problem of t h e  
des t ruc t ion  of t r o p i c a l  f o r e s t s ?  

14.FAA 121 ( d l .  I f  a  Sahel p r o j e c t ,  has a 
determination been made t h a t  t h e  hos t  
governme~t has an adequate system f o r  N/ A 
account i rg  f o r  and c o n t r o l l i n g  r e c e i p t  
and expenditures of p r o j e c t  funds 
( d o l l a r s  o r  l o c a l  currency generated 
the re f  ram) ? 

B. Funding C r i t e r i a  f o r  P r o j e c t  

1. Developmmt - Assis tance  Pro jec t  C r i t e r i a  

FAA St:c.l02(b) , 11, 113, 2 8 l ( a ) .  a *  - 
Extent. t o  which a c t i v i t y  w i l l  ( a )  
e f feck ive ly  involve t h e  poor i n  de- Cred i t  component not  
ve lopr~ent ,  by extending access t o  involved i n  these  
econol ~y a t  l o c a l  l e v e l ,  increas ing a reas.  
labor . - in tens ive  production and t h e  
use 0:: appropr ia te  technology, 
sp rea~ l ing  investment o u t  from 
c i t i e : ;  t o  small towns and r u r a l  
a r e a s .  and insur ing  wide p a r t i c i -  
patio11 of t h e  poor i n  the  b e n e f i t s  
of development on a sus ta ined b a s i s ,  
using the  appropr ia t e  U.S. i n s t i t u -  
t i o n s ~  (b) he lp  develop coopera t i -  
ves ,  , s p ~ c i a l l y  by t echn ica l  as-  
s i s t a i c e ,  t o  a s s i s t  r u r a l  and urban 
poor :o he lp  themselves toward 
b e t t e r  l i f e ,  and otherwise encourage 
democ r a t i c  p r i v a t e  and l o c a l  govern- 
mental i n s t i t u t i o n s r  (c) - support  



t h e  scllf-help e f f o r t s  of developing 
count1 i e s r  ( d )  promote t h e  p a r t i c i -  
p a t i o ~ i  of women i n  t h e  na t iona l  
econorlies of deve1opir.g coun t r i e s  
and tile improvement of women I s  

s t a t u ! ; ~  and ( e )  u t i l i z e  and encourage 
r e g i o ~ ~ a l  cooperation by developing 
count .r ies? 

b. FAA St!c.103, 103A, 104, 105, 106. 
Does 1:he projecc f i t  t h e  c r i t e r i a  
f o r  t h e  type of funds ( func t iona l  
accou!it ) be ing used? 

Yes 

FAA S,?c.107. Is emphasis on use of C.  -- 
appro:?riate technology ( r e l a t i v e l y  
smal l~ : r ,  cost-saving, labor-using N/A 
technologies  t h a t  a r e  genera l ly  most 
appro .x ia te  f o r  t h e  small  farms, small 
bus in ,?sses ,  and small  incomes of t h e  
poor)  ? 

d.  FAA S x . l l O ( a ) .  W i l l  t h e  r e c i p i e n t  --- 
country provide a t  l e a s t  25% of the  
c o s t s  of t h e  program, p r o j e c t ,  o r  
a c t i v i t y  with respect  t o  which t h e  Yes 
ass i szance  is t o  be furnished (or is 
t h e  la t te r  cos t -shar ing  requirement 
being waived f o r  a " r e l a t i v e l y  l e a s t  
deve1,~ped" country ) ? 

e. FAA Szc. 110 ( b )  . W i l l  g r an t  c a p i t a l  
a s s i s t a n c e  be disbursed f o r  p r o j e c t  
over nore than 3 years?  I f  so,  has 
j u s t i f i c a t i o n  s a t i s f a c t o r y  t o  Congress 
been nade, and e f f o r t s  f o r  o t h e r  f i -  
n a n c i ~ g ,  oc i f  t h e  r e c i p i e n t  country N/A 
" r e l a t i v e l y  l e a s t  developed"? (M.O. 
1232.1 defined a c a p i t a l  p r o j e c t  a s  
" the  cons t ruct ion" ,  expansion, equip- 
ping x a l t e r a t i o n  of a phys ica l  f a -  
c i l i t y  o r  E a c i l i t i e s  f inanced by AID 
d o l l a r  a s s i s t ance  of not less than 
$100,000, .including r e l a t e d  advisory 
managorial and t r a i n i n g  se rv ices ,  and 
no t  undertaken a s  p a r t  of a p r o j e c t  
of a predominantly t e c h n i c a l  a s s i s t -  
ance charac ter .  



f. FAA S e c . l 2 2 ( b ) .  Does t h e  a c t i v i t y  
g i v e  r e a s o n a b l e  promise  of c o n t r i -  
b u t i ~ l g  t o  t h e  development of econo- Y e s  
mic r e s o u r c e s ,  o r  t o  t h e  i n c r e a s e  
of p r o d u c t i v e  c a p a c i t i e s  and s e l f -  
s u s t a i n i n g  economic growth? 

FAA : ; ec .281(b) .  Descr ibe  e x t e n t  t o  9 -  - 
whicli program r e c o g n i z e s  t h e  p a r t i -  
c u l a r  needs ,  d e s i r e s ,  and c a p a c i t i e s  
o f  tlie p e o p l e  of t h e  coun t ry1  u t i l i -  
z e s  t h e  c o u n t r y ' s  i n t e l l e c t u a l  re- Very l i t t l e  
s o u r c e s  t o  encourage i n s t i t u t i o n a l  
development,  and s u p p o r t s  c i v i l  edu- 
c a t i o n  a n d  t r a i n i n g  i n  s k i l l s  re-  
q u i r e d  f o r  e f f e c t i v e  p a r t i c i p a t i o n  
i n  g w e r n m e n t a l  p r o c e s s e s  e s s e n t i a l  
t o  se l f -government .  

2. Development A s s i s t a n c e  P r o j e c t  C r i t e r i a  
(Loans Only) 

a .  FAA Sec.122 ( b ) .  I n f o r m a t i o n  a n d  
c o n c l u s s i o n s  on c a p a c i t y  o f  t h e  A I D ' S  s o f t e s t  terms 
c o u n t r y  t o  repay t h e  l o a n ,  a t  a a r e  a f  f o r d a b l e  
r e a s o n a b l e  r a t e  of i n t e r e s t .  

b. FAA 5 e c . 6 2 0 ( d ) .  I f  a s s i s t a n c e  is f o r  -- 
any p o d u c t i v e  e n t e r p r i s e  which w i l l  
compote w i t h  U.S. e n t e r p r i s e s ,  is 
t h e r .  a n  agreement by t h e  r e c i p i e n t  N/ A 
c o u n t r y  t o  p r e v e n t  e x p o r t  t o  t h e  U.S. 
of w r e  t h a n  20% of t h e  e n t e r p r i s e ' s  
annu.11 p r o d u c t i o n  d u r i n g  t h e  l i f e  
of t h e  l o a n ?  

c. =A of  1981, S e c . 7 2 4 ( c )  and  ( d ) .  
I f  f ?>r Nicaragua,  does  t h e  l o a n  
agreement  r e q u i r e  t h a t  t h e  f u n d s  be 
used t o  t h e  maximum e x t e n t  p o s s i b l e  N/A 
f o r  t h e  p r i v a t e  s e c t o r ?  Does t h e  
p r o j e c t  p r o v i d e  f o r  m o n i t o r i n g  u n d e r  
FAA Sec. 6 2 4 ( g ) ?  



3 .  Economic Suppor t  Fund P r o j e c t  C r i t e r i a  

a .  FAA S c c . 5 3 1 ( a ) .  W i l l  t h i s  a s s i s t a n c e  
promote economic o r  p o l i t i c a l  s t a b i l i -  
t y ?  To t h e  e x t e n t  p o s s i b l e ,  does  it 
r e f l e c t  t h e  p o l i c y  d i r e c t i o n s  o f  FAA N/A 
S e c t i o n  1021 

b. FAA S e c . 5 3 1 ( c ) .  W i l l  a s s i s t a n c e  
under  t h i s  Chap te r  be used f o r  N/A 
m i l i t a r y ,  o r  p a r a m i l i t a r y  a c t i v i -  
t i e s ?  

c. FAA Sec. 534. W i l l  ESP funds  be 
used t o  f i n a n c e  t h e  c o n s t r u c t i o n  N/A 
o f  t h e  o p e r a t i o n  o r  maintenance o f ,  
or t h e  s u p p l y i n g  of f u e l  f o r ,  a 
n u c l e a r  f a c i l i t y ?  I f  s o ,  h a s  t h e  
P r e s i d e n t  c e r t i f i e d  t h a t  such  u s e  o f  
f u n d s  is i n d i s p e n s a b l e  t o  non- 
p r o l i E e r a t i o n  o b j e c t i v e s ?  

d .  FAA Sec.609. I f  commodities a r e  t o  
be g r a n t e d  s o  t h a t  sale proceeds  
w i l l  a c c r u e  t o  t h e  r e c i p i e n t  c o u n t r y ,  
have S p e c i a l  Account ( c o u n t e r p a r t  ) N/A 
a r rangements  been made 



STANDARD ITj :M CHECKLIST 

A. P rocure  nent  

1. FAA Sec.  602. Are t h e r e  a r rangements  
t o  p e r m i t  U.S. s m a l l  b u s i n e s s e s  t o  
p a r t i c i p a t e  e q u i t a b l y  i n  t h e  f u r -  
n i s h i n g  of commodities and s e r v i c e s  
f i n a n c e d ?  

2. FAA Sec. 604 ( a )  . W i l l  a l l  p rocure -  
ment be from t h e  U.S. e x c e p t  as o t h e r -  
w i s p  de te rmined  by t h e  P r e s i d e n t  o r  Y e s .  
undctr d e l e g a t i o n  from him? 

3. FAA Sec.  604 ( d ) .  I f  t h e  c o o p e r a t i n g  
c o u n t r y  d i s c r i m i n a t e s  a g a i n s t  mar ine  
i n s u r a n c e  companies a u t h o r i z e d  t o  do 
b u s i n e s s  i n  t h e  U.S., w i l l  commodities It does  n o t  s o  
be i n s u r e d  i n  t h e  Uni ted  S t a t e s  a g a i n s t  d i s c r i m i n a t e .  
m a r ~ . n e  r i s k  w i t h  s u c h  a company? 

4. FAA Sec.  604 ( e ) ~  ISDCA o f  1980 Sec.  - 
705 ( a ) .  I f  o f f s h o r e  procurement  o f  -- 
a g r : ~ c u l t u r a l  commodity o r  p r o d u c t  is t o  
be i inanced ,  is t h ~ r e  a p r o v i s i o n  
a g a i n s t  s u c h  procurement ,  when t h e  do- N/A 
mesl:ic p r i c e  of such commodity is  less 
t h a  1 p a r i t y ?  ( E x c e p t i o n  where commodity 
i n . t n c e d  c o u l d  n o t  r e a s o n a b l y  be p ro-  
c u r  ?d i n  U.S.) 

5. - FAA Sec. 6 0 4 ( g ) .  W i l l  c o n s t r u c t i o n  o r  
e n g i n e e r i n g  s e r v i c e s  be  p r o c u r e d  from 
f i r n s  o f  c o u n t r i e s  o t h e r w i s e  e l i g i b l e  
u n d x  Code 941, b u t  which have a t t a i n e d  
a  c ~ m p e t i t i v e  c a p a b i l i t y  i n  i n t e r -  N/ A 
n a t i o n a l  marke t s  i n  o n e  o f  t h e s e  a r e a s ?  



6. FAA Sec. 603. Is t h e  sh ipping  excluded 
from compliance wi th  requirement i n  
Sec t ion  901(b )  of t h e  Merchant Marine 
Act of 1936, a s  amended, t h a t  a t  l e a s t  
50 percent  of t h e  gross  tonnage of 
comnodit ies  (computed s e p a r a t e l y  f o r  
dry bulk c a r r i e r s ,  d ry  cargo l i n e r s ,  
and t a n k e r s )  f inanced s h a l l  be t r a n s -  
p o r t e d  on p r i v a t e l y  owned U.S. f l a g  N/A 
commercial v e s s e l s  t o  t h e  e x t e n t  t h a t  
such v e s s e l s  a r e  a v a i l a b l e  a t  f a i r  and 
reasonable  r a t e s .  

FAA Sec. 621. I f  t e c h n i c a l  a s s i s t a n c e  is 
f inanced ,  w i l l  such a s s i s t a n c e  be f u r -  
n i shed  by p r i v a t e  e n t e r p r i s e  on a  con- 
t r a c t  b a s i s  t o  t h e  f u l l e s t  e x t e n t  prac-  
t i c a b l e ?  I f  t h e  f a c i l i t i e s  of o t h e r  
F e d ~ r a l  Agencies w i l l  be u t i l i z e d ,  a r e  N/ A 
they  p a r t i c u l a r l y  s u i t a b l e ,  no t  com- 
p e t i t i v e  wi th  p r i v a t e  e n t e r p r i s e ,  and 
made a v a i l a b l e  without  undue i n t e r f e r -  
ence wi th  domestic programs? 

8. I n t e r n a t i o n a l  A i r  Transpor t .  F a i r  
Competit ive P r a c t i c e s .  Act. 1974. 
I f  a i r  t r a n s p o r t a t i o n  of persons  o r  
p rope r ty  is f inanced  on g r a n t  b a s i s ,  N/ A 
w i l l  U.S. c a r r i e r s  be used t o  t h e  
e x t e n t  such s e r v i c e  is a v a i l a b l e ?  

9. - FY 1982 Appropriat ion Act Sec. 504. 
I f  t h e  U.S. Government is a p a r t y  t o  
a c o n t r a c t  f o r  procurement, does t h e  
c o n t r a c t  con ta in  a p rov i s ion  au thor -  
i z i n g  t e rmina t ion  of such c o n t r a c t  N/A 
fo r  t h e  convenience of t h e  United 
S t a t e s ?  



B. C o n s t r u c t i o n  

1. FAA Sec.  6 0 1 ( d ) .  I f  c a p i t a l  ( e . g .  - 
c o n s t r u c t i o n )  p r o j e c t ,  w i l l  U.S. 
e n g i n e e r i n g  and p r o f e s s i o n a l  s e r v i c e s  
be used? 

2 .  FAA Sec.  6 1 1 ( c ) .  If c o n t r a c t s  f o r  -- 
c o n s t r u c t i o n  a r e  to be f i n a n c e d ,  w i  Ll. 
t h e y  be l e t  on a c o m p e t i t i v e  b a s i s  
t o  maximum e x t e n t  p r a c t i c a b l e ?  

3 .  FAA Sec.  6 2 0 ( k ) .  If f o r  c o n s t r u c t i o n  - 
of p r o d u c t i v e  e n t e r p r i s e ,  w i l l  aggre-  
g a t e  v a l u e  o f  a s s i s t a n c e  t o  he  f u r -  
n i s h e d  by t h e  U.S. n o t  exceed  $100 
m i l l i o n  ( e x c e p t  f o r  p r o d u c t i v e  e n t e r -  
p r i s e s  i n  Egypt t h a t  were d e s c r i b e d  
i n  t h e  C P ) ?  

C. Other  R e s t r i c t i o n s  

1. FAA Sec.  1 2 2 ( b ) .  If development l o a n ,  
is  i n t e r e s t  rate a t  l e a s t  2% per annum 
d u r i n g  g r a c e  p e r i o d  and  a t  l e a s t  3% p e r  Yes 
annum t .k ,e rea f te r?  

2 .  FAA Sec.  3 0 1 ( d ) .  If fund  is e s t a b l i s h e d  
s o l e l y  by U.S. c o n t r i b u t i o n s  and  adminis-  
t e r e d  hy a n  i n t e r n a t i o n a l  o r g a n i z a t i o n ,  N/A 
dor?s Compt ro l l e r  General  kave a u d i t  
r i g h t s ?  

3. FAA Sec.  6 2 0 ( h ) .  D o  a r rangements  e x i s t  
t o  i n s u r e  t h a t  Uni t#?d S t a t e s  f o r e i g n  
a id  is  n o t  used  i n  nanner which, 
c o n t r a r y  t o  t h e  bes: i n t e r e s t s  of t h e  
U n i t e d  S t a t e s ,  promotes o r  assists t h e  Yes 
f o r e i g n  a i d  p r o j e c t s  o r  a c t i v i t i e s  o f  
Communist-black c o u n t r i e s ?  



4. W i l l  arrangements preclude use of 
f i l~anc ing?  

a .  - FAA Sec. 1 0 4 ( f ) l  FY 1982 Appropria- 
t ion  Act. Sec. 5258 (1) To pay 
f o r  performance of abor t ions  a s  a 
method of family planning o r  t o  
motivate o r  coerce persons t o  
p r a c t i c e  abor t ions t  ( 2 )  t o  pay f o r  
involuntary s t e r i l i z a t i o n  a s  method 
of family planning, o r  coerce o r  pro- Yes 
vide f i n a n c i a l  incent ive  t o  any 
person t o  undergo s t e r i l i z a t i o n ;  
( 3 )  t o  pay f o r  any biomedical research  
which r e l a t e s ,  i n  whole o r  i n  p a r t ,  t o  
methods o r  t h e  performance of abor t ions  
o r  involuntary  s t e r i l i z a t i o n s  a s  a 
means of family planning1 ( 4 )  t o  
lobby f o r  abor t ion?  

b. - FAA Sec. 620(g) .  To compensate 
owners f o r  expropriated natio::al- 
ized  proper ty?  

c. FAA Sec. 660. To provide t r a i n i n g  
o r  advice o r  provide any f i n a n c i a l  
support  f o r  p o l i c e ,  p r i sons ,  o r  
o ther  law enforcement fo rces ,  
except f o r  na rco t i c s  programs? 

d. FAA Sec. 662. For C I A  a c t i v i t i e s ?  

e .  FAA 6ec. 6 3 6 ( i ) .  For purchases, 
s a l e ,  long-term lease ,  exchange o r  
guaranty of t h e  s a l e  of motor ve- 
h i c l e s  manufactured o u t s i d e  U . S . ,  
unless a waiver is  obtained? 

Yes 

Yes 

Yes 

Yes 

f .  FY 1982 Appropriation Act. Sec.503. 
To pay pension, a n n u i t i e s ,  r e t i r e -  
ment pay, o r  adjus ted  s e r v i c e  corn- Yes 
pensat ion  f o r  m i l i t a r y  personnel? 

g. FY 1982 Appropriation Act. Sec.505 
To pay U . S .  assessments, a r rea rages  Yes 
o r  dues? 



h .  FY 1982 A p p r o p r i a t i o n  Act, Sec. 506 
To c a r r y  o u t  p r o v i s i o n s  o f  FAA Sec- 
t i o n  209(d)  ( T r a n s f e r  o f  F A A  f u n d s  Yes 
t o  m u l t i l a t e r a l  o r g a n i z a t i o n s  f o r  
l e n d i n g ?  

i. FY 1982 A ~ u r o ~ r i a t i o n  Act.  Sec.510. 
To f i n a n c e  t h e  e x p o r t  of n u c l e a r  
equipment ,  f u e l ,  o r  t echnology  o r  Y e s  
t o  t r a i n  f o r e i g n  n a t i o n a l s  i n  nu- 
c l e a r  f i e l d s ?  

j .  FY 1982 A p p r o p r i a t i o n  Act ,  Sec.511. 
W i l l  a s s i s t a n c e  be p r o v i d e d  f o r  t h e  
p u r p o s e  o f  a i d i n g  t h e  e f f o r t s  o f  t h e  
government of such  c o u n t r y  t o  r e p r e s s  
t h e  l e g i t i m a t e  r i g h t s  o f  t h e  popula-  No 
t i o n  of such  c o u n t r y  c o n t r a r y  t a  t h e  
U n i t e d  S t a t e s  D e c l a r a t i o n  o f  Human 
R i g h t s ?  

k .  FY 1982 A p p r o p r i a t i o n  A c t .  Sec. 515. 
To be used  f o r  p u b l i c i t y  o r  propa-  
ganda p u r p o s e s  w i t h i n  U.S. n o t  
a u t h o r i z e d  by Congress?  

Y e s  
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