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I. SUMMARY

The Disaster Recovery Project is assisting Bolivia to recover from
the natural disasters of 1983 which had a devastating effect on the
economy in general and the agricultural sector specifically.

Agricultural recovery has been seriously hampered by the previous GOB's
faulty economic policies. Recent sweeping economic measures by the newly
elected Government of Victor Paz Estenssoro provide the basis for full
recovery in the agricultural se:tor and mirket-led growth throughout the
economy after several years of economic decline.

It is estimated that Bolivia's farmers will require production
credit totalling up to $95 million during the 1985-1986 crop season, of
which about $55 million should be provided by the banking system, using
both resources provided by the GOB (most of which should be financed by
donors) and the Banks' own lending capita.. Currently, neither the
banking system itself nor the GOB has the resources to provide the credit
farmers need due to the ill-advised interest rate policies the GOB was
implementing until the economic reform package of August 29, 1985. GOB
resources used to refinance productive credits through the Central Bank,
which were provided originally by donors, have been decapitalized.
Similarly, the banking system has not yet had enough time to mobilize
lending capital for other than short-term credits, even though government
controls on interest rates have been lifted. Realizing the grave danger
the lack of credit financing poses to the success of its continaing
Disaster Recovery efforts and to its economic stabilization program, the
GOB has requested agricultural credit assistance from AID and other
donors.

This PP supplement reprograms $10 million of the $25.5 million
previously budgeted for the Agro-industrial Reactivation Component of the
Project for agricultural credit financing. Together with financing to be
made available from other donors, the GOB, and the banking system itself,
this reprogramaing will allow at least minimal agricultural credit
requirements t> be met this crop season.

AID will -<eimburse the Central Bank (BCB) 50% of the amount of each
eligible agricilture production loan it refinances. The GOB will finance
the other 50% >f the amount of each loan refinanced using other donor
resources or i:s own funds. The GOB will also covenant to sell foreign
exchange equivilent to the amount of dollars disbursed by AID for
agricultural credit to private sector importers of Agro-industrial
machinery, spa-e parts and raw materials. These funds will complement
the remaining $15.5 million being made available under the
Agro-industria. Reactivation Component of the Project.
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II. PROJECT RATIONALE AND DESCRIPTION

A. Problem

On August 29, 1985, the GOB anncunced sweeping economic policy
changes designed to pull Bolivia out of the most serious and preolonged
economic crisis in its history by stemming inflation and laying the
groundwork for more stable, market-led economic growth. The measures
followed almost three years of economic deteriorization under the
presidency of Hernan Siles Suazo, which was exacerbated by the 1983
natural disasters of flooding in the southeastern portion of the country
and a4 major drought in the highlands. It was estimated in 1983 that the
damage to Bolivia's agricultural sector, in terms of lost crops and
decapitalization from the natural disasters, was so0 severe that it would
take at least three years to recover. The recent economic adjustment
measures announced were long overdur. They will help stabilize economic
conditions in all sectors, including agriculture, but the process will
take time.

In the agricultural sector, despite faulty GOB policies regarding
prices, foreign exchange allocations, interest rates and the like,
production in 1984 and 1985 improved markedly. It is imperative that
this improvement in agricultural cutput continue in 1986 because of the
importance of the agriculture sector in Bolivia's economy and the fact
that agricultural production affects the living conditions of the
majority of Bolivia's population.

Given the agriculture sector's importance to Bolivia's recovery,
funds were included in USAID's Disaster Recovery Project (a) to finance
the importation of fertilizers and other agricultural production inputs
during the initial disaster recovery period, and (b) to finance
machinery, spare parts and ancilliary raw materials which will be
required through early 1987 by private Bolivian agro-industries which
provide markets for Bolivian agricultural products. Recently, it has
also become clear to the GOB and USAID that for continued recovery in the
agriculture sector to take place resources to finance agricultural credit
are also urgently necded to help ensure a successful 1985-86 crop season.

Adequate lending capital is not currently available in the
financial sector due to the misguided economic policies which were in
effect until August 29th. With astronomical inflation and mandated
lending and savings rate ceilings set at only a fraction of inflation,
commercial bank deposits plummetted. The only resources available to
finance agricultural credit were from the Central Bank's (BCB) credit
refinancing lines* and, because of the low interest rates at which these
funds were lent, these lines of credit have been decapitalized. The
* Agriculture Ref.inancing Funds (FRA) I and II and a 1983 1DB

Agriculture Credit loan.
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problem with which the agricultural sector and the GOB is now faced is
that despite the fact that banks are now free to set their own interest
rates on deposits, and deposits have risen, the banking system does not
have enough capital to meet agricultural credit demand.

Seeing no other viable alternative in facing the dilemma between
supporting continued agricultural recovery and exacerbating inflation,
the GOB has asked USAID and other donors to finance as high a proportion
as possible of its monetary emmissions for agricultural credit in order
to limit their inflationary impact.

B. Project Strategy

In response to the GOB's request for assistance, USAID will
reprogram up to $10 million of the $2%5.5 million previously reserved for
the Agro-industrial Reactivation component of the Disaster Recovery
Project to finance agricultural credit for the 1985-86 crop season. With
USATD and other donor support, a major portion of the money supply
increase brought about by the GOB to finance agricultural credit will be
balanced by an inflow of foreign exchange to the BCB to finance imports.
Given that there will continue to be a need for at least $25.5 million in
foreign exchange to finance agro-industrial imports over a period of
eighteen months, the GOB has agreed to make available the equivalent of
the dollar funds to be provided by AID to finance part of the BCB's
agriculture credit refinancing transactions to finance agro-industrial
imports. This GOB foreign exchange will supplement the $15.5 remaining
in the Agro-industrial Reactivation Component of the Project.

The scope and content of the Agro-industrial Reactivation
Component of the Project is being expanded to include an agricultural
credit subcomponent, thus complementing the Agricultural Input and
Agro-industrial Reactivation components already existing. Together, the
three subcomponents will comprise an Agricultural Reactivation Component
of the Project. The Agricultural Credit subcomponent is essential
because without it farmers would not be fully able to respond to the
increascd demand for their production expected to be stimulated by
agro—-industrial recovery. If this credit is not made available, a very
significant number of Bolivian farmers will miss a full cropping cycle,
resulting in severe food shortages, food price increases, displacement of
casual farm labor perhaps into coca producing areas, the possible need
for food imports which Bolivian can ill afford, as well as other economic
and social pressures being place on the fragile GOB at a crucial time in
its efforts to stabilize the economy.

The new Agricultural Credit subcomponent of the Disaster Recovery
Project is fully consistent with the Project's goal and purpose, which
remain unchanged. The goal of the Project is to assist Bolivia to
respond to recent natural disasters and return to a self-sufficient
status in the food commodities it traditionally produces, and its purpose
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is to help the GOB implement important elements of its emergency plan for
recovery from the drought in the highlands and flooding in the
southwestern area of the country. Adding this new subcomponent to the
Disaster Recovery Project at this time is also consistent with
USAID/Bolivia's current assistance strategy which emphasizes continued
support for Bolivian democracy through assistance for economic
stabilization in the short to medium term.
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C. Agricultural Credit Subcomponent

1. Agricultural Credit Demand and Supply, 19€5/8G Crop Season

The BCB undertakes an annual exercise to estimate agricultural
credit financing requirements based on the GOB's official planting
estimates, which is broken down by geographic department and by crop, and
current production input prices. The Mission regards the official
planting estimate as reliable based upon several years of experience with
it.

Using the planting prognosis, the BCB estimates total agricultural
financing requirements for the 1985-86 crop season at $167 million
Traditionally, a large proportion of this requirement is financed by
farmers themselves. The amount varies by geographic region, and will
total $72 million in the BCB's estimation. This will leave $95 million
to be borrowed by farmers, of which again according to prevailing
practices in each region, about $40 million will be borrowed through
informal credit channels. Thus, $55 million is left to be financed by
the banking system. Sixty-five percent of this is required in November
and December and the remaining 35% from late January through the end of
the crop season.

This formal credit requirement can only be financed using donor
resources, such as AID's, lending capital mobilized by the banking
system, or GOB monetary emissions. In order to reduce to a minimum the
financing of agricultural credit through monetary emissions not
"backed-up" by donor financing, the GOB is trying to convince donors to
provide as much financing as possible and counting on the banking system
to be able to mobilize lending capital as the crop season progresses.

Initially, AID's $10 million will allow $20 million in credit to be
refinanced through the Central Bank. In addition, the GOB plans to
request the Andean Development Corporaticn (CAF) and the Government of
Columbia to extend at least $10 million of the $20 million in medium~term
(60-120 day) balance-of-payments financing they have provided to enable
an equivalent amount of agricultural credit to be financed. In addition
to this, the Inter-American Development Bank (IDB) has already obligated
$15.7 million under its Disaster Recovery Project fo finance the
importation of seeds and other agricultural production inputs, some of
which the GOB may be able to convince the IDB to reprogram as AID is
doing. The IDB normally takes longer tc react to such requests than AID,
however, so IDB financing will not be available, if it is made available,
until the last half of the crop season.



'"he remaining agricultural credit financing requirements will have
to be met by the banking system itself, which should be able to generate
more lending capital as the economic stabilization program takes effect,
or by monetary emissions of the GOB. As the crop season proceeds, the
GOB will have to consider carefully how much agricultural credit it can
afford to finance with "unbacked" monetary emissions without exacerbating
inflationary pressures.

2. Emergency Agriculture Fund

To help finance Bolivia's agricultural credit requirements for
the 1985-86 crop season, a special account will be set up in the Central
Bank. This account (the "Emergency Agriculture Fund") will be used to
refinance agricultural production loans made by eligible private sector
intermediate credit institutions (ICIs). The refinancing transactions of
the Fund will be financed by the GOB, USAID and other donors. Currently
the most likely sources of other donor contributions to the Fund are the
CAF, Columbia and the IDB.

The interest rate to final borrowers on refinanced credits
will be 12% per annum, with the principal tied to the official
peso/dollar exchange rate. ICIs will receive 2.5 percentage puints of
interest and the BCB 10.5 points. These terms are in conformiance with
the BCB's current refinancing terms.

Although participation in the financing of agricultural loans
by the ICIs themselves right from the start of the 1985-86 crop season
would be desirable, adequate time is not available for the ICIs to
mobilize deposits to finance medium~-term locans. Therefore, it has been
decided that 100% refinancing will be provided by the BCB. This is
consistent with current BCB policy on all of its medium and long term
credit refinancing lines.

AID funds will be made available to finance half of each
eligible ICI loan refinanced by the BCB, up to $25,000 per individual
borrower. Borrowers may be individuals or cooperatives. AID will
finance only loans with maturities of between 5 and 12 months. Only
loans for the purchase of inputs (seeds, fertilizer, etc.) used for the
production of annual crops will be eligible for AID financing.

USAID will only finance loans extended by ICIs accepted by the
Mission. To be eligible for AID refinancing, an ICI will have to:



a. be a privately owned entity,

b. have a staff capable of managing an agricultural lending
program;

c. have prior experience in dealing with BCB refinancing
facilities (can be waived in extraordinary circumstances),

d. have had an acceptably low loan payment delinquency rate in
the past)

e. agree to allow BCB personnel and program auditors have
access to their loan files;

f. agree to comply with the BCR's reporting requirements; and

g. agree to allow the BCB to charge its funds on legal reserve
in the BCB temporarily in the case of overdue repayments to
the BCB, or charge a special reserve fund set up for ICIs
which have no such legal reserves on deposit with the BCR.

Details on the conditions to be applied to AID contributions
to the Emergency Agriculture Fund will be recorded in an implementation
letter. The BCB will be free to use its own funds channeled through the
Fund (and other donor funds to the extent allowed by other donors) to
refinance loan transactions which do not meet A.I.D.'s refinancing
criteria; for example, to refinance loans made by the Bolivian
Agricultural Bank or to refinance loans for livestock production.

3. Refinancing Procedures

a. ICI Eligibility

As a condition precedent to first disbursement, USAID
approval of participating ICIs will be required. It is expected that
this process will not take more than a week. Loans made anytime after
the date of the signing of the Project Agreement Amendment Number 7,
incorporating the agricultural credit subcomponent, will be eligible for
refinancing.

To register for participation in the Program, interested
ICIs will submit the following documentation to the BCB, to the extent
not already on file:




An explanation of its staff resources available to
manage its agriculture lending program;

. A report on its loan repayment delinquency record; and

. A letter by which it agrees to the BCB's reporting
requirements, to the charging of its legal reserves temporarily for
overdue payments to the BCB, and to cooperate with BCB Program personnel
and USAID-financed auditors.

Once accepted to participate in the Program, any ICI will
be subject to suspension from further participation if it is found to

fail to comply with Program requirements.

b. Loan Approval and Refinancing

The BCB will inform participating ICIs of the information
that must be included in their loan application forms. To the extent
required for smaller borrowers, assistance in applying for loans will be
provided by ICI personnel, BCB Technical Assistance Program advisors, or
officials of the agricultural chamber to which the borrowers belong.

ICIs will be responsible for confirming the information
provided by loan applicants concerning the use to which credit resources
are to be put; specifically, the crops and hectarage involved and what is
to be purchased with the loan. Each ICI will determine its own
collateral recuirements and make its own decisions regarding loan
approval or disapproval, as well as bear full risk of repayment.. ICIs
will be authorized by the BCB to approve loans for an amount up to
$25,000 withort prior BCB approval for refinancing.

BCB approval of refinancing requests under the Program will
be decentralized. ICIs will send refinancing information on loans they
have already cpproved for refinancing to the BCB Regional Technical
Offices (OTRs) or Agencies responsible for the regions in which the loans
will be made. Copies of each signed loan agreement and other information
required by the BCB will accompany each loan refinancing request. The
BCB's regional offices will have up to one week to approve and disburse
funds under each refinancing request submitted by eligible ICIi. ICIs
will be free to begin disbursing funds under loans they approve before
BCB funds are disbursed.



c. 'JSAID Disbhursement

AID loan disbursements will be made on a direct
reimbursement basis in the following manners:

The BCB will submit a reimbursement payment request voucher
to USAID/Bolivia bi-weekly, or more frequeatly if necessary, for one half
of all eligible refinancing amounts it has disbursed to ICIs.

The reimbursement to BCB will be made in U.S. dollars,
based on the highest legal exchange rate on the day the reimbursement
request is approved for payment, and will be deposited in a U.S. bank
account designated by the BCB via electronic funds transfer.
Reimbursement payment requests will be prepared in the Eorm, and
supported by the documentation, described helow.

All reimbursement requests will be sent to the
USAID/Bolivia project manager for administrative approval.

All requests for reimbursement will be accompanied by:

(1) Standard Voucher Form (SF~1034), "Public Voucher for
Purchases and Services other than PersonaL". The voucher will constitute
the reimbursemt request and will be prepared, in an original and three
copies, by the BCB in the total amount for which reimbursement is being
requested.

(2) Each reimbursement payment request voucher (SF-1034)
should be dated, serially numbered and identify the AID loan number which
is to be charged. The voucher must be supported by the names of the
borrowers, name of the ICI, sub-loan purpose, total amount of the loans
being claimed and the period during which disbursements were made for the
loan. All of the above must be certified by the authorized
representative of the BCB.

4. Monitoring

The BCB will be responsible for monitoring ICI participation
in the Program. Its regional offices will stay in touch with ICI loan
officers and investigate transactions selected at random. They will
prepare reports on loans approved, with statistics on borrowers, crops
and hectarage, for submission to the BCB's Development Department in La
Paz. The Development Department will consolidate these reports for the
purpose of reporting to USAID.
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To assist the BCB and USAID in managing the Program, audits of
ICI refinancing transactions and BCB operations will be carried out by an
outside auditor contracted with Project funds in January, March and
September 1986. Special attention will be paid to the use of funds lent
under refinanced credits and ICI lending controls. Transactions which
are found not to comply with AID refinancing requirements will be charged
fully to BCB contributions to the Emergency Agriculture Fund. The BCB
will be free to withdraw its financing for specific ICI loans found not
to meet Program requirements by charging ICI reserves on deposit. ICIs
found to be mismanaging Program funds will be subject to suspension from
the Program.

This subcomponent of tihe Disaster Recovery Project will be
managed by USAID's Private Sector and Rural Development Division.

5. Dollaxr Funds Disbursed to the BCB and Agriculture Credit
Reflows

The GOB will covenant to make available an amount of foreign
exchange, equ.valent to the dollars disbursed by AID for agricultural
credit, to finance private sector agro-industrial imports, in addition to
the funds to be made available by A.I.D. under the Project's
Agro-industrial Reactivation subcomponent. Since these dollars will be
GOB-owned, the importation requirements applicable to AID dollars to be
disbursed under the Agro-industrial Reactivation subcomponent will not
necessarily have to be followed. The peso proceeds from the sale of
these funds to private sector importers will be used in the same manner
as has already been agreed for proce.ds from the sale of AID dollars
under the Agro-industrial Reactivation subcomponent.

Re:’lows from the agriciltural loans refinanced under the
Program will be deposited in the BCB's Agriculture Refinancing Fund II
(FRA II) which was established several years ago with AID financing. FRA
IT will be used to refinance agricultural credits from the 1986/87 crop
season onwards. USAID and the BCB will agree on any rnecessary changes in
FRA II operations (e.g. changing the refinancing percentage, GOB
maintenance-of~-value arrearages) before reflows deposited in FRA II can
be used.
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III. PROJECT ANALYSILS

‘"he addition of the Agricultural Credit subcomponent to the Project
does not require extensive analysis, both because it does not represent a
significant departure from the Project as already approved and because
several years of experience has already been gained in dealing with BCB
refinancing lines. Specifically, (a) no technical analysis, aside from
the summary of credit requirements already given, is necessary; (b) given
that interest rates are now positive, no financial analysis is needed;
(c) a social soundness analysis is not needed in view of the fact that
refinancing transactions are common in Bolivia, and (d) no significant
effects on the Bolivian environment are expected from the financing of
agricultural credit under the Pro:ect.

USAID has concluded that the BCB has the capacity to administer the
credit program. Past problems in the Central Bank have been primarily
political and temporary (the refusal of the employee's union, temporarily
dominated by leftist radicals, to follow GOB instructions), although
decentralization of decision~making authority has been a continual
concern. When it assumed power, the Government of Victor Paz Estenssoro
made reasserting control over the Central Bank one of its highest
priorities, and it has been successful. Furthermore, most of the
decentralized decision-making authority required to enable the
agricultural credit subproject to operate efficiently has already been
instituted by the BCB, and Bank executives have agreed to modify any of
their procedures to obtain AID financing for agricultural credit. Hence,
USAID concludes that the BCB will be able to manage the Program
adequately.

Commercial banks must now adapt to circumstances in which inflation
will subside, more operational freedom has been given to them, more
competition will occur among banks, and more lending capital will have to
be generated from deposits. Time will be required for Bolivia's banks to
bagin to improve operations to reach standards more customary of
successful banks elsewhere. For example, new personnel will have to be
hired, lending practices (loan investigation, etc.) will have to be
modernized, and successful methods of attracting deposits will have to be
implemented. The banks are already familiar with the use of the BCB's
refinancing lines, however, and little difficulty is expected in their
administering of credit funds for the 1985-86 crop season.

Although no formal economic analysis of the agricultural credit
subcomponent has been carried out, it is clear that the funds to be made
available by the BCB are needed for recovery in the agricultural sector
to continue. Without the credit to be financed by the BCB, the negative
effects on agricultural output would be very significant, and the success
of the GOB's economic stabilization program would be jeopardized.
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As for the effect on inflation of increasing resources available for
agricultural credit, two conclusions can be drawn. First, all of the
credit resources released will, given normal ecological conditions and
production input availability, contribute to increased farm production
for which there will be a market. With positive interest rates and the
elimination of price controls, farmers will be careful to produce as much
as they know they can consume or sell, and only borrow what they need to
meet their production targets. Hence, the monetary emissions required to
finance the agricultural credit will be economically productive.

Secondly, to the extent the emissions of the BCB are backed by donor
contributions, as in the case of the dollar financing AID will provide,
their inflationary impact on the economy wili be balanced by the goods
and services financed by the foreign exchange which is made available.
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Iv. IMPLEMENTATION PLAN

A. Responsibilities

1. The Central Bank

Recommend ICI eligibility
. Approval of refinancing transactions
Credit monitoring and reporting.

2. Intermediate Credit Institutions

. TLoan generation and adwinistration

. Reporting to BCB as required

. Cooperation with BCB supervisory personnel and auditors
3. USAID

. 1ICI eligibility approval

. Disbursement approvals

. Subcomponent monitoring

B. Evaluation Plan and Audits

buring the next scheduled progrzss evaluation of the full
Project, the administrative aspects of the BCB's agricultural credit
refinancing mechanisms will be examined to determine if they can be made
more efficient. This information will be put to use in making necessary
changes in the FRA II refinancing facilities prior to the 1986-87 crop
season.

During the final evaluation of the Disaster Recovery Project,
currently scheduled in late 1986, the impact of the agricultural credit
subcomponent will be measured, through a sample survey of loans extended.

The three scheduled audits will be undertaken by auditors hired
by AID with existing Project funds. -



Table 2

B. IMPLEMENTATION AND FINANCING PROCEDURES

AID funds for the Agricultural Reactivation Component of the Project will
be channeled as follows:

III. Agricultural Reactivation

Method of Method of
Implementation Payment ($000)

Fertilizers Imports Purchases (Host C.) Direct L/Com 1,535
Agricultural Inputs Purchases (Host C.) Direct L/Com 5,590
Agricultural Credit ICis Reimbursement 10,000
Agro-industrial Machinery,

Spare Parts, Raw Materials,

etc. Purchases (Host C.) Direct L/C 14,500
Technical Assistance Direct Contract Direct Payment 370
Contingencies 630
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VI. CONDITIONS AND COVENANTS

The Project Agreement Amendment will contain one condition precedent
to first disbursement and three covenants.

A. Condition Precedent

Disbursement of funds reserved for Agricultural Credit under
Amendment No. 7 to the Agreement.

Prior to any disbursement of the US dollars 10,000,000 for the
Agricultural Credit Subcomponent of the Project, or the issuance by AID
of documentation pursuant to which such disbursemert will be made,
Bolivia will, except as AID may otherwise agree in writing, submit for
AID approval the names of the private sector intermediate credit
institutions proposed to participate in the agricultural credit
subcomponent of the project.

B. Covenants

1. Bolivia's contribution to agricultural credit requirements for
1985-86 crop season.

Bolivia will match the AID contribution to the financing of
agricultural credit through the Central Bank for the 1985-86 crop season
by contributing 50% of the amount refinanced by the Central Bank, on a
loan-by-loan basis.

2. Foreign exchange to be provided by Bolivia for private sector
agri-industrial imports

Within twelve months of the first disbursement of funds by AID to
the Central Bank for agricultural credit, Bolivia will make available to
private importers an amount of foreign exchange, equivalent to that
disbursed by AID for agricultural credit under this agreement, for the
financing of the importation of agro-industrial machinery, spare parts
and selected raw materials for the private sector, such foreign exchange
being additional to that provided by the GOB with AID financing under the
agro-industrial reactivation subcomponent of the project.

3. Future Use of the Fund for Agricultural Refinancing.

Bolivia agrees to deposit the reflows from agricultural
production loans refinanced under the project in the Central Banks' Fund
for Agricultural Refinancing II, and to agree with AID, via
implementation letter before October 1, 1986, on any necessary changes in
the operating procedures cf the Fund for Agricultural Refinancing II.



PROJECT CHECKLIS'TS

A.

General Criteria for Project

1. FY 1982 Appropriation Act, Sec. 523
FAM Sec. 534A; Sec.653(b).
(a) Describe how authorization and ap-
propriations committees of Senate
and House have been or will be
notified concerning the project;
{b) Is assistance within (Operation-
al Year Bidget) country or interna-
tional orjanization allocation
reported co Congress (or not more
than $1 million over that amount)?

2. FAA Sec.6ll{(a)(l). Prior to obli-
gation in excess of $100,000, will
there be (a) engineering, financial
or other »lans necessary to carry
out the assistance and (b) a reason-
ably firm estimate of the cost to
the U.S. >f the assistance?

3. FAA Sec. 51ll(a) (2). If further leg-
islative action is required within
recipient country, what is basis
for reasonable expectations that
such action will be completed in
time to permit orderly accomplish-
ment of rpurpose of the assistance?

4. FAA Sec. 611(b)) FY 1981 Appropria-
tion Act, Sec. 501l. If for water
or water-related land resource con-
structior, has project met the
standard: and criteria as set forth
in the Principles and Standards for
Planning Water and Related Land
Resource: , dated October 25, 19737
(See AID Handbook 3 for new guide-
lines.)

5. FAA Sec. 6ll(e). If project is capital
assistance (e.g. construction), and
all 11.S. assistance for it will exceed
$1 millicn, has Mission Director
certifier and Regional Assistance Ad-
ministrator taken into consideration
the couniry's capability effectively
to maint: in and utilize the project?

By Congressional Notification

N/&

N/A

None required

N/A

N/A
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V. COST ESTIHATE AND FINANCIAL PLAN

(uss 000)
A. Life of Project Budget
HOST COUMTRY
HOST
AID COUNTRY "RAND
COHPONENTS GRANT LOAN TOTAL GOB COMHUNITY  CONTRI TOTAL TOTAL
I. INFRAESTRUCTURA/ NFRASTRUCTURE
A. ROADS 996 9,614 10,610 4,104 4,104 14,714
B. POTABLE WATER [RRIGATION
1. Potosi 623 623 25 95 714
2. Sucre 479 479 30 30 50
3. CARE 1,750 1,750 80 410 490 2,240
4. Irrigotion 522 1,714 2,236 952 929 1,420 3,716
TOTAL 4,370 11,328 15,678 4,861 1,338 0 6,199 21,897
II. HEDICINES IMPORTS 1,137 0 1,137 168 i} 0 0 Co
[II. AGRICULTURAL REACTIVATION
A. Fertilizers Imorts 1,535 1,935 4] 19 60 1,595
B. Agricultural Iaputs 90 5,949 5,635 +,500 4,500 10,185
C. Agroindustrial Credits 10,000 10,000 10,000 10,000 20,000
D. Agroindustrial Reactivation 15,500 15,500 10,000 24,500 34,500 50,00
1,623 31,045 32,670 24,541 19 24,500 49,060 31,730
IV. DISASTER ASSISTENCE PROGRAM SUPPORT ‘
A. Coordination Unit 315 315 100 100 41)
B. Support for Fiod & Rural Recapi-
lization Prograas 511 511 218 218 73
C. Disaster Survillance Data Collec-
tion System 447 447 144 144 504
D. Audits And Eviluation 103 103 107 107 219
E. Short-Ters Technical Assistance
And Other 108 100 100
1,476 0 1,476 369 ] 0 569 2,04%
Y.  CONTINGENCIES 392 1,127 1,519 322 0 0 327 1,841

TOTAL 9,000 43,500 52,500 30,461 1,357 24,500  56.318 108,810



6. FRA Sec. 209. Is project susceptible
to execution as part of regional or No
multilateral project? If so, why is
project not so executed? Information
and conclusion whether assistance will
encourage regional development pro-
grams.

7. FAA Sec. 60l(a). Information and con-
clusions whether project will encour-
age efforts of the country to: (a) .
increase the flow of international Will assist in areas a, b and c¢
tradey (b) foster private initiative
and competition; and (¢) encourage
development and use of cooperatives,
and credit unions, and savings and loan
associations) (d) discourage monopolis-~
tic practices; (e) improve technical
efficiency of industry, agriculture
and commerce; and (f) strengthen free
labor unions.

8. FAA Sec. 60l1(b). Information and con- It will not
clusions on how project will encourage
U.S. private trade and investment
abroad and encourage private U.S.
participation in foreign assistance
programs (including use of private
trade channels and the services of U.S.
private enterprise).

9. FAA Sec. 612(b). 5636(h); FY 1982 Appro-
priation Act, Ser.TZC7. Describe steps Adequate GOB contribution
taken to assur~z that, to the maximum is required.
extent possible, the country is contri-
buting local currencies to meet the cost
of contractual and other services, and
foreign currencies owned by the U.S. No U.S.-owned local
are utilized in lieu of dollars. currency.

10.FAA Sec.6l2(d). Does the U.S. own
excess foreign currency of the country No
and, if so, what arrangements have
been made for its release?

l1.FAA Sec.60l{e). Will the project uti-
lize competitive selection procedures N/A
for the awarding of contracts, except
where applicable procurement rules
allow otherwise?




L2.5Y 1982 Appropriation Act.Sec.52l.
"% assistance is for the production of
any commodity for export, is the commodity
likely to be in surplus on world markets
at the time, and is such assistance
likely to cause substantial injury to
U.S. producers of the same, similar
or competing commodityv?

13.FAA 118(c) and (d). Does the project
comply with the environmental proce-
dures set forth in AID Regulation 167
Does the project or program take into
consideration the problem of the
destruction of tropical forests?

14.FAA 121 (d). If a Sahel project, has a
determination been made that the host
governmert has an adequate system for
accountirg for and controlling receipt
and expernditures of project funds
(dollars or local currency generated
therefrom)?

Funding Criteria for Project

1. Development Assistance Project Criteria

a. FAA Sec.102(b), 11, 113, 28l(a).
Extent. to which activity will (a)
effect:ively involve the poor in de-
veloprient, by extending access to
econoity at local level, increasing
labor--intensive production and the
use o:! appropriate technology,
spreading investment out from
citie:s to small towns and rural
areas. and insuring wide partici-
pation of the poor in the benefits
of development on a sustained basis,
using the appropriate U.S. institu-
tions: (b) help develop cooperati-
ves, =2specially by technical as-
sistaice, to assist rural and urban
poor :0 help themselves toward
bette: life, and otherwise encourage
democratic private and local govern-
mental institutions; (c¢) support

N/A

Yes. N/A

N/A

Credit component not
involved in these
areas.




the su«lf-help efforts of developing
count:ies; (d) promote the partici-
pation of women in the national
econonies of developirg countries

and the improvement of women's
status; and (e) utilize and encourage
regional cooperation by developing
count.cies?

b. FAA Sec.103, 193A, 104, 105, 106.
Does the project fit the criteria
for the type of funds (functional Yes
account) being used?

c. FAA S:.l07. Is emphasis on use of
appropriate technology (relatively
smaller, cost-saving, labor-using N/A
technologies that are generally most
approorriate for the small farms, small
busin:sses, and small incomes of the
poor) ?

d. FAA S:.l10(a). Will the recipient
country provide at least 25% of the
costs of the program, project, or
activity with respect to which the Yes
assiscance is to be furnished (or is
the laitter cost-sharing requirement
being waived for a "relatively least
developed" country)?

e. FAA S=c.l1l0(b). Will grant capital
assistance be disbursed for project
over mnore than 3 years? If so, has
justification satisfactory to Congress
been nade, and efforts for other fi-
nancing, o: if the recipient country N/A
"relatively least developed"? (M.O.
1232.1 defined a capital project as
"the construction", expansion, equip-
ping or alteration of a physical fa-
cility or facilities financed by AID
dollar assistance of not less than
$100,000, including related advisory
managarial and training services, and
not undertaken as part of a project
of a predominantly technical assist-
ance character.




2.

f.

FAA Sec.l122(b). Does the activity

give reasonable promise of contri-
buting to the development of econo-
mic resources, or to the increase
of productive capacities and self-
sustaining economic growth?

FAA 35ec.28l(b). Describe extent to

which program recognizes the parti-
cular needs, desires, and capacities
of the people of the country; utili-
zes the country's intellectual re-
sour::es to encourage institutional
development, and supports civil edu-
cation and training in skills re-
quir=d for effective participation
in g>vernmental processes essential
to self-government.

Development Assistance Project Criteria

(Loans Only)

a.

G
.

FAA Sec.122 (b). Information and

conclussions on capacity of the
country to repay the loan, at a
reasonable rate of interest.

FAA Sec.620(d). If assistance is for

any productive enterprise which will
compete with U.S. enterprises, is
ther: an agreement by the recipient

country to prevent export to the U.S.

of more than 20% of the enterprise's
annuil production during the life
of the loan?

ISDCA of 1981, Sec.724(c) and (d).

If for Nicaragua, does the loan
agreement require that the funds be
used to the maximum extent possible
for the private sector? Does the
project provide for monitoring under
FAA Sec. 624(g)?

Yes

Very little

AID's softest terms
are affordable

N/A

N/A



3. Economic Support Fund Project Criteria

a.

C.

FAA Sec.531l(a). Will this assistance

promote economic or political stabili-

ty? To the extent possible, does it
reflect the policy directions of FAA
Section 1027

FARA Sec.53l(c). Will assistance

under this Chapter be used for
military, or paramilitary activi-
ties?

FAA Sec.534. Will ESP funds be

used to finance the construction

of the operation or maintenance of,
or the supplying of fuel for, a
nuclear facility? If so, has the
President certified that such use of
funds is indispensable to non-
proliferation objectives?

FAA Sec.609. If commodities are to

be granted so that sale proceeds
will accrue to the recipient country,
have Special Account (counterpart)
arrangements been made

N/A

N/A

N/A

N/A



STANDARD ITi:M CHECKLIST

A. Procuremnent

1.

FAA Sec. 602. Are there arrangements
to permit U.S. small businesses to
participate equitably in the fur-
nishing of commodities and services
financed?

FAA Sec. 604(a). Will all procure-
ment be from the U.S. except as other-
wise determined by the President or
under delegation from him?

FAA Sec. 604 (d). If the cooperating
country discriminates against marine
insurance companies authorized to do
business in the U.S., will commodities
be insured in the United States against
mar.ne risk with such a company?

FAA Sec. 604 (e)) ISDCA of 1980 Sec.
705 (a). If offshore procurement of
agricultural commodity or product is to
be ‘inanced, is thaere a provision
against such procurement, when the do-
mes:ic price of such commodity is less
tha parity? (Exception where commodity
financed could not reasonably be pro-
cur:d in U.S.)

FAA Sec. 604(g). Will construction or
eng.neering services be procured from
firas of countries otherwise eligible
und:x Code 941, but which have attained
a competitive capability in inter-
national markets in one of these areas?

N/A

Yes.

It does not so

discriminate.

N/A

N/A



FAA Sec. 603. 1Is the shipping excluded

from compliance with requirement in
Section 901(b) of the Merchant Marine
Act of 1936, as amended, that at least
50 percent of the gross tonnage of
comnodities (computed separately for
dry bulk carriers, dry cargo liners,
and tankers) financed shall be trans-
ported on privately owned U.S. flag
commercial vessels to the extent that
such vessels are available at fair and
reasonable rates.

FAA Sec. 621l. If technical assistance is

financed, will such assistance be fur-
nished by private enterprise on a con-
tract basis to the fullest extent prac-
ticable? If the facilities of other
Federal Agencies will be utilized, are
they particularly suitable, not com-
petitive with private enterprise, and
made available without undue interfer-
ence with domestic programs?

International Air Transport. Fair

Competitive Practices. Act. 1974.

If air transportation of persons or
property is financed on grant basis,
will U.S. carriers be used to the
extent such service is available?

FY 1982 Appropriation Act Sec. 504.

If the U.S. Government is a party to
a contract for procurement, does the
contract contain a provision author-
izing termination of such contract
for the convenience of the United
States?

N/A

N/A

N/A

N/A



Construction

FAA Sec. 601(d). If capital (e.q.

construction) project, will U.S.
engineering and professional services
be used?

FAA Sec. 6ll(c). If contracts for

construction are to be financed, will
they be let on a competitive basis
to maximum extent practicable?

FAA Sec. 620(k). If for construction

of productive enterprise, will aggre-
gate value of assistance to he fur-
nished by the U.S. not exceed $100
million (except for productive enter-
prises in Egypt that were described
in the CP)?

Other Restrictions

1.

FAR Sec. 122(b). If development loan,

is interest rate at least 2% per annum
during grace period and at least 3% per
annum tlereafter?

FAA Sec. 301(d). If fund is established

solely by U.S. contributions and adminis-
tered by an international organization,
does Comptroller General have audit
rights?

FAA Sec. 620(h). Do arrangements exist

to insure that Unitad States foreign
aicd is not used in nanner which,
contrary to the bes: interests of the
United States, promotes or assists the
foreign aid projects or activities of
Communist-block countries?

N/A

N/A

N/A

Yes

N/A

Yes



4. Will arrangements preclude use of
financing?

a. FAA Sec. 104(f); FY 1982 Appro

pria-

tion Act. Sec. 525: (1) To pay
for performance of abortions a
method of family planning or t
motivate or coerce persons to
practice abortions; (2) to pay

s a
(o]

for

involuntary sterilization as method

of family planning, or coerce
vide financial incentive to an
person to undergo sterilizatio
(3) to pay for any biomedical
which relates, in whole or in
methods or the performance of
or involuntary sterilizations
means of family planning; (4)
lobby for abortion?

or pro-
Yy

nj
research
part, to
abortions
as a

to

b. FAA Sec. 620(g). To compensate

owners for expropriated natiou
ized property?

c. FAA Sec. 660. To provide trai

al-

ning

or advice or provide any financial
support for police, prisons, or

other law enforcement forces,
except for narcotics programs?

d. FAA Sec. 662. For CIA activities?

e. FPAA Sec. 636(i). For purchases,
sale, long-term lease, exchange or

guaranty of the sale of motor
hicles manufactured outside U.
unless a waiver is obtained?

ve-
S.,

f. FY 1982 Appropriation Act. Sec.503.

To pay pension, annuities, retire-

ment pay, or adjusted service

com-

pensation for military personnel?

g. FY 1982 Appropriation Act. Sec.505

To pay U.S. assessments, arrearages

or dues?

Yes

Yes

Yes

Yes

Yes

Yes

Yes



h.

FY 1982 Appropriation Act, Sec. 506

To carry out provisions of FAA Sec-
tion 209(d) (Transfer of FAA funds
to multilateral organizations for
lending?

FY 1982 Appropriation Act. Sec.510.

To finance the export of nuclear

equipment, fuel, or technology or
to train foreign nationals in nu-
clear fields?

FY 1982 Appropriation Act, Sec.b5ll.

Will assistance be provided for the
purpose of aiding the efforts of the

government of such country to repress

the legitimate rights of the popula-
tion of such country contrary to the
United States Declaration of Human
Rights?

FY 1982 Appropriation Act. Sec. 515.
To be used for publicity or propa-
ganda purposes within U.S. not
authorized by Congress?

Yes

Yes

No

Yes
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Serion | 6 | e
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DIRECTOR USAID/8 [ — e
Presente

Serion Directon:

Con ef propdsito de Loghar fuentes externas de f§Lnancic nienfo des-
tinados a La atencidn de Los hequerimientos financiercs de La Cam-

. paia Agricola 1985-86, nucho apreciaremos que USAID/B pueda aufo-
rizan La utilizacidn de Sus. 24.5 milleones, destinades a atenden
al secton aghoindustrnial. Sin embargo, ello no Adignigica que no -
puedan ginanciarse Las divisas de Los proyectos aprobados por ==
USAID/B con cargo a La &inea de aghoindusinia, por cuanto el Banco
Centrat ae Bolivia, atenderd dichos hequerimientos dentro de £os -
eminos y plazos del convenio. X

En esl> esfuerzo ef Gobierno Boliviano, destinard La suma de $us .-
10 millones, Logrados como apoyo a £a Balanza de Pagos, para ser -
utilizados en £a revalorizaciin de fas Lineas de nefinanciaméento
agricolas, en atencidn a Convenios vigentes y que constituyan nre-

curnsos de contraparte en el financiamiento de esta campaiia de
emergencia. i

Agradeciendo su gentil atencidn y comprensidn, saludamos a usited -
muy atentamente,

Dr/Guillormo 8:re
1180 OF PlabCAGLSif T

utierrez
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