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EEXCUTIVE SURY
 

INr1DC]ON 

This report evaluates the progress of the USAID Chapare Rural 
Development Project (project No. 511-0534, loan No. 511-T-067) which was 
signed with the Government of Bolivia in August, 1983. Interviews 
(Appendix A), field observations, review of project docunmnts arr; report 
preparation was conducted between August 4 and September 19, 1986 by a 
team composed of two agricultural economists, an agronomist, and an 
environmental specialist. Approximately 30% of the consultants' time was 
spent in the Chapare and Cochabamba and the remaining time was devoted to 
interviews and report preparation in La Paz. 

ISSUES AND P1BC4ENDATIONS 

Project Strategy 

Issue: A central premise to the success of the Qiapare Project was 
the successful control of coca production. This was not achieved 
until July 1986, nearly two years after the project began, and it 
is still to early to tell if this control effort will be 
sustained. However, experience to date has clearly demonstrated 
that coca control is indeed essential to the achievement of project 
goals. 

Furthermore, the initial project design was overdimensioned; there 
were too many components and diversified activities to be 
successfully implemented in the conflictive environment of the 
Chapare. Despite the lack of coca control, there has been a 
tendency to use the Project Paper as a rigid recipe for 
development, an approach which was too inflexible for 
socio-economic ard ecological conditions in the Chapare. It has 
been impossible to implement many of the Project's components due 
to the lack of coca control.
 

Recommendations: If the currently successful coca control effort 
cannot be sustained, it will not be possible for the Chapare 
Project to achieve its goals. Project funds should be reprogrammed 
into new project components outside of the Chapare (eg. Cochabamba 
Valley or other highland areas) which can reduce migration pressure 
into the region. 

If coca control efforts continue to be successful, approximately 
US$3 to 5 million of unused funds originally earmarked for 
agroindustrial credit will be available for reprogramming. These 
funds should be reprogrammed into new project components in the 
Cochabamba Valley which could reduce migration pressure into the 
Chapare (eg. small scale irrigation improvement, livestock and 
forage, small grains, vegetables, and community infrastructure). 
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A survey of potential new project components in the Cochabamba 
area should be initiated as soon as possible to establish the 
basis for the design of this new Project component. 

The existing Project components within the Chapare region need 
to be carefully focused on the areas of highest priority: (1) 
continueto recruit and train of promoters, (2) develop an5 
demonstrate t'cchnological packages incorporating annual, 
perennial and agroforestry crops, (3) prepare and disseminate 
appropriate extension/research publications, (4) discard the 
large agroiridustry component and refocus on small agroindustry 
and marketing activities, and (5) initiate a pilot farm credit
 
program in an area having minimal coca production in 
preparation for an expanded credit program should coca control 
be successful.
 

Project personnel have been able to gain farmer confidence in 
large part because the Project has not been openly associated
 
with coca eradication efforts. This distinction must be
 
vigorously maintained.
 

ject Administration
 

Issues: The Chapare Project (CP) is an ambitious undertaking
 
in a difficult environment and as such requires substantial
 
administrative guidance. Project implementation has been
 
impeded by the failure of USAID to assign adequate Project
Management resources and long delays in procurement. These 
problems in turn have permitted or exacerbated administrative 
difficulties at the level of the implementing agencies.
 

Although most Project activities are in the Chapare, Project
administrative offices remain in Cochabamba, approximately 180 
km from the Project area. 

P-commendations: USAID must recognize that adequate Project
Management resources must be allocated if projects toare 
achieve the desired level of performance, particularly in a 
project as large and complex as the Chapare. 

USAID should assign a Project Manager who has at least 1/3 of 
his time available for the CP, with an assistant who will 
spend at least J.week per month in the field (Cochabamba and 
Chapare) to handle on-site coordination, technical review and 
troubleshooting. 

The project has suffered from substantial procurement delays, 
not all of which have been resolved to date. USAID must 
streamline its procurement activities if the Chapare or other 
projects are to be implemented in a timely manner. 
Additionally, IBTA/Chapare and SDBT must follow-up on 
procurement problems in a more aggressive and organized 
fashion. 
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Project administrative offices SDBT and IBTA/Chapare) should 
remain in CQchabamba, despite the distance from the Project 
area. There is no basic infrastructure in the Chapare (eg. 
electricity, telephones, housing), the extremely humid 
environment will damage office equipment (xerox, computers,
 
etc.), and most administrative tasks (bid quotations, purchase
 
of material, coordination with other agencies) must be done in
 
Qochaambia. 

Issue: There is a paucity of tangible results in some
 
components of the Project because the objectives have not been 
clearly conceptualized and translated into an aggressive 
course of action. The develcvment of technological packages 
incorporating pre-,ious experience (eg. MACA-PRODES-IICA, 
1982), economic analysis, perennial crop research and 
agroforestry activities could have benefited from stronger
guidance by the Experience Incorporated TA team. 

Recommendation: In a project such as the Chapare the TA team 
is a critical catalytic ingredient. The TA team needs to take 
a more aggressive role in the planning and execution of 
research activities plus the synthesis, implementation and 
analysis of technological packages incorporating both annual 
an perennial crops. Emphasis needs to be placed on the 
technical and economic evaluation of cropping systems, giving 
particular attention to intercropping strategies which can 
reduce investment and credit requirements for perennials. 

Refocus of Project Activities 

The evaluation team has identified seven basic improvements in
 
Project focus which can produce more effective results. 

Issue: A "cropping system" approach as not been emphasized in 
the project and has been completely ignored in the economic 
analysis undertaken to date. Yet Chapare farmers typically 
grow a sequence of crop mixtures rather than monocultures. 
Mixed cropping of annuals with perennials are particularly 
important to otfset the establishment cost of perennials.
 

Recommendation: IBA/Chapare and EI should give greater 
attention to the establishment of perennial crops and 
intercropping systems based on annuals plus perennials.
Intercropping strategies should be explicitely considered in 
all economic analysis, and particularly in any analysis that 
will be used as a basis for determining credit requirements. 

Issue: The Chipiriri Experiment Station is located in the 
wettest part of the Chapare, an environment which is not only
ill-suited for agricultural production but which is also 
atypical of most of the Chapare. Because of environmental 
conditions, the Chapare is ill-suited for cattle production.

Furthermore, colonists have demonstrated relatively little
 
genuine interest in livestock.
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Recommendation: The dairy production, water buffalo and 
pasture/forage coq-onents of the Chapare Project should be 
eliminated. The resources consumed by these components could 
be used more productively elsewhere. The livestock component
should be limited to swine production and small animals. 

All research on citrus and field crops at Chipiriri should be 
discontinued and refocused into the drier zone near Puerto San 
Francisco on UPDs and the experimental sub-station pioposed 
for the area. 

The SDBT and USAID should seriously consider constructing new 
Iousing at Villa Tunari rather than at Cipiriri. Poad access 
to Puerto San Francisco is better from Villa Tunari than 
Chipiriri; the latter road requires two river crossings which
 
are impassable during rainy periods. 

Issue: In the absence of follow-up funding, research and 
extension activities in the Chapare will cease at the
 
termination of USAID funding. This makes it essential that 
all research extension activities be conducted and designed to
 
produce a lasting benefit to the region. 

Recommendation: The three principal instruments of change 
which the Project can leave in the Chapare are: (1) trained 
promoters, (2) research results that document improved
technological packages, and (3) new and improved genetic 
material. 

Although recruitment and training of promoters has proceeded 
well to date, we wish to call attention to promoters due to 
their importance. The highest possible attention and priority

should be given to the recruitment and training of promoters.

Recruiting should focus in areas already serviced by extension
 
agents. This will minimize travel time and allow 
extensionists to concentrate their efforts to the point that 
visible improvements can be achieved in the communities
 
already served.
 

Research results must be published in a form suitable for use
 
by promoters and farmers, disseminated throughout the Chapare, 
and used as the basis for all promoter training classes. It 
does not matter that 90% of these publications are discarded, 
but it is important that they be available for the 10% who are 
innovative and are willing to use them. Immediately establish 
an editorial committee, hire a competent editor, plan the 
publications to be produced during the next two years, and 
publish as rapidly as possible, and use these publications in 
promoter training. Intensify efforts to acquire new and 
improved genetic material, and make arrangements for the 
commerical production of annual seeds in a zone outside of the
 
Chapare. 
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* 	 Issue: There has been no useful implementation of the Chapare 
Project component calling for market services and an 
Information clearinghouse. 

Recommendation: Market services are among the most important 
components ot the Chapare project. SDBT should promptly 
assign an individual the responsibility of collecting and 
disseminating information on market prices. SDET should also 
improve the capacity for making prelinamiry sLudies on 
proposals for small and medium business to determine their 
relevance to the Chapare Project (however, financial analysis 
should be made by the lending institution). 'here is no need 
for 	a separate Infcrmation Clearinghouse.
 

* 	 Issue. Establishment of large agroindustry to provide 
demand-pull and consequent enlarged markets for farm products 
is a principal co.poi.-nt of the Chapare Project. To date only
three industries have been identified as suitable. None will 
have a significant early impact on Chapare incomes and no 
additional good agroirdustrial prospects are in siyht. 01' the 
requisites for successful agroindustry - abundance and assured 
supply of raw materials, adequate infrastructure (roads and 
electric power), processing and transportation costs 
competitive with other areas, well defined market 
possibilities, reasonable security for capital investment, and 
potential for growth - Chapare has only the last. 

Although s'a.ll agroindustry development is a component of the 
Chapare Project, no significant progress has been made. 
However any substantial growth in Chapare agriculture and 
livestock will establish quickly a need for small agribusiness 
facilities, particularly for perennial crops (coffee, cacao, 
tea) and minor specialized cros (essential oils, ornamental 
plants, etc. ). Also there may be an opportunity for hog
breeding operations. Improving Chapare meat and fish supplies
by assisting modestly the frigorifico and ice plant in Puerto 
Villarroel is another possibility. The present small industry 
concept - under $20,000 investment and full bank guarantee ­
may not be adequate. 

Recommendations: The present concept e.rphasizing the use of 
Chapare Project funds for developing large agroindustries is
 
inappropriate and should be removed from project strategy and 
design, subject to the following: 

a) 	 Implementation of the fruit processing project in Cochabamba
 
can support the gradual establishment of greater fruit
 
production in Chapare and should be completed if possible.
 

b) 	 The commercial swin fattening project should be replaced by a 
hog improvement program, including a mEdium scale agroindustry
in CMapare with facilities for breedirj, supplying feed, and 
assisting small farmers with veterinary services and marketing. 
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c) 	 The particle board operation should be re-evaluated as to the 
extent of the financial committment which may now exist and 
the 	practicality of its proposed raw materials acquisitions in
 
Chapare. 

Agroindustrial emphasis should be shifted to the developm~ent 
of small scale processing industries within the Chapare and 
marketing of Chapare products locally to Cochabamba, and to 
Santa Cruz when the new road is completed. 

The Project should be altered to provide funding possibilities 
for small and medium scale agroindustry with maximums of 
$50,000 for =inll and $250,000 for medium. Total 
requirements in the next three years will be small, not 
exceeding $500,000 annually. Emphasis should be on 
facilitating crop and livestock production, including 
negotiated guarantees when full loan guarantees are not 
available.
 

Principal responsibility for identifying small and medium 
agroindustry development should be placed on SDBT. Provision 
should be made for specialized short-term consultants as 
needed. Utilizing the International Executive Services Corps 
could be helpful.
 

Issue: Formal financial market activity in the Chapare is
 
insignificant when compared to the number of farmers and 
overall level of economic activity. Only two bank branches 
exist in the region. For all practical purposes there is no 
formal credit delivery system in the Chapare -and few farmers 
have access to credit. There is almost no mobilization of 
savings in the Chapare by financial institutions. 

* 	 Issues:. Although agricultural credit is not required for 
crop diversification, itwill probably be important to promote
efficient commercialization of crops such as coffee which 
require processing. Credit can be used to concentrate 
production into a particular geographic area and and stimulate 
productioxn volume to levels required to support a processing 
center. 

As constraints, most farmers have relatively nidest credit 
needs (eg. $1-4,000) and no prior experience with credit. 
Furthermore, their lack of savings, despite income from coca, 
suggests that their financial management abilities aIe weak. 

Recommendations: Credit activities in the Project should not
 
be limited merely to disbursing loans, but should give much
 
greater attention to strengthening the financial 
infrastructure in the Chapare by assisting to reconstruct 
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credit unions, encouraging financial intermediaries to become
 
more aggressive and innovative in mobilizing deposits, and
 
related activities which will assist to develop efficient
 
financial infrastructure.
 

Lending plans shouid 13? scaled down. If coca repression 
continues there should be a special consideration for 
medium-term (3-4 years) loans for the establishment of 
perennial crcps. 

.Short-term (1 year) and mid-term (3-5 years) credit should be 
available to farmers in Furaoints of $5,000 or less. A short 
courage l day) in financial ard credit management should be 
develcpe arri delivered to credit applicants by SDBT, and 
successful cr-lpletion of the course should be a pre-requisite 
to credit .tpproval. 'This course should be offered in the 
Chapa:e. 

The a 1 teniative of using cooperatives or "Grupos Notariados" 
for provision of group credit shald be encouraged, since this 
will greatly reduce the lender cost as opposed to the 
execution of individual credit instruments with many small 
farmers.
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OVERAL PRaJECT ANALYSIS AND RECCM4 ED STRATEGY 

PRO=ECT BACKG1RUND 

Project Design 

Location. The entire Chapare region encompasses an area of 
approximately 2.5 million Ha. at the foot of the eastern slope of the 
Andes. The project focuses on a 422,000 Ha portion of this region 
which has become the focal point of coca production as a result of 
favorable environmental conditions and transportation infrastructure 
(Figure 1). 

The project area has been divided into 9 micro-regions 
covering 6 life zones. The principal town in the project area is 
Villa Tuiari, about a 4 hour drive from Cochabamba. A new highway
currently under consuruction will cross the Rio Ichilo and link the 
Chapare region with Santa Cruz rit-in approximately two years. 

Project ciaal. "To stimulate balanced economic development and 
an enhanced standard of living in the Caapare region resulting from a 
mixture of public and private sector participation, a diversified 
economic base and more equitable income distribution" (Project Paper, 
p. 25) 

Project =urxse. "To modify and improve the agricultural and 
forestry systems of farmers in the Chapare to respond better to 
diverse, profitable marketing opportunities provided under sustained,
 
environmentally acceptable, medium technology production models" 
(Project Paper, p. 25) 

General Stratecnv. "Realization of the project purpose is 
based on a demand pull strategy through which enhanced marketing of 
agricultural and forestry conmdities will stimulate increasee, in 
production and, by extension, an improved income and standard of
 
living for Capae-e farmers." (Project Paper, p. 25). 

Timetable and funding. The project has been designed for
 
implementation over a five year period with a total budget of US $36 
million (Table 1). Disbursements and balance of funds are summarized 
in Table 2. 

TABLE 1: WLMQ{ PIJECT BUDGET (thousand of $US) 

Component USAID fbst Country Total 

Agribusiness Dev. 
& Marketing 5,258 9,741 14,999 
Administration & 
Institutional Dev. 1,850 267 2,117 
Agricultural & 
Forestry Production 6,816 .11,855 18,671 
Contingency

Totals 
476 

14,400 21,863 36,263 
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ABLE 2: ILUSTRATIVE FINANCIAL PLAN AS OF UE 30, 1986(US$000) 

A.I.D. A.I.D. A.I.D. 
Disbursements 
 B a 1 a n c eGrant Loan Total Grant Loan Total Grant Loan Total 

03 Institutional Development 
------------ -­

1. SDTB 
2. Banco de Cochabamba 

978 
-

872 
-

1,850 
-

4 384 383 974 488 1,462 

978 872 1,850 4 384 388 974 488 1,462 

01 Agricultural and Fbrestry 
Production 
1. FE2,hIAME 
2. IBTA 
3. CIPXDECO 
4. Farmers Federation 

477 
2,725 

220 

-

- 477 
2,611 5,336 

- 220 
- -

196 -
1,007 1,046 

- -

196 281 
2,053 1,718 

- 220 

-
1,565 

-

281 
3,283 

220 

5. Research & Extension 

6. Agricult.Prod.Credit 
- 783 783 783 783 

7. Farmers Organization 
Marketing Credit - - -

3,422 3,394 6,816 1,203 1,046 2,249 2,219 2,348 4,567 

02 Marketing-Agroindlustrial 
Development
1. Citrus 
2. Swine 
3. Particle Board 
4. Kudzu 
5. Small Industries 

-
-
-
-
-

1,368 1,368 
1,368 1,368 
1,080 1,080 

692 692 
750 750 

1,368 
1,368 
1,030 

692 
750 

1,368 
1,368 
1,080 

692 
750 

04 Contingencies (5%) 

5,258 5,258 
4,400 9,524 13,924 
- 476 476 

4,400 10000 14,400 
- 107 

1,207 1,537 
107 -

2,744 3,193 

5,258 

369 

8,463 

5,258 

369 

11,656 
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Unique Features of The Chapare Project (CP) 

Although the Chapare Project (CP) may appear to resemble other 
integrated rural development efforts, it is different in several very
important respects. Scine of these distinctive features have negative
 
implications for development efforts in general and financial market
 
activities in particular.
 

For example, (1) unlike many area development programs that 
stress taking advantage of crops and enterprises in which the area 
h = a comparative advantage, CP is trying to reduce or eliminate the 
activity tha=t is the most profitable. (2) The CP has an unusually 
large number of agencies involved which compounds coordination and
 
communication problems. This is mainly because of the coca
 
control-and-reduction parts of the program. (3)Due to security 
reasons plus lack of infrastructure, much of the leadership and many
 
of the technicians working on CP live and do a good deal of work 
outside the Chapare. (4) The project started in the midst of a 
hyper-inflation whichs severely affected all financial institutions,
 
bankrupt the Banco Agricola Boliviano, wiped out personal savings,
affected project disbursements, and generally produced a period of 
tremerdous economic uncertainty and distortion. (5) The Bolivian
 
economy has been severely depressed, dampening the ability aid 
interest of entrepreneurs to invest in new activities in the Chapare
and limiting the markets for mrany of the products that might produced 
there. (6) The widespread illegal coca production, combined with 
attempts to control coca, results in a significant amount of absentee 
land cmnership, high wages caused by extremely profitable coca 
production, and genuine security concerns. (7) The Project area was 
selected, not based on a high agricultural potential, but because it 
is felt to be world's largest single zone of coca leaf production for 
illicit drug market. The Chapare soils and climate are only
marginally suited for agricultural development and (8) t2e road 
system has deteriorated and major bridges and culverts have been 
washed away. Until a new road connects the Chapare with Santa Cruz, 
the CP is a long way from major dom-stic or international markets, 
aside from Cochabamba. Even with the new road to Santa Cruz it is 
unlikely that many of the products from the Chapare will find 
substantial new markets. Thus, most new agricultural enterprises 
that might be stimulated in the Chapare face thin markets. 

Nevertheless, several unique features of the Onapare are a 
plus for development. (1) It has a high degree of farmer 
organization that is not ususally found in colonization areas. (2)
Virtually all of the farmers are oommercialized: they buy inputs and 
sell a substantial part of their products. Chapare farmers 
understand how to interact with a monetized market. (3) Most Chac-re 
farmers are hard working, willing to experiment, and quick to adopt 
profitable techrological changes: the recent explosive growth of the 
coca industry is proof. (4) Because of differing micro climates and 
soil conditions, resources in the Chapare allow the production of a 
variety of products. 



Acconplishments to date
 

Despite severe constraints including lack of coca control,
 
significant progress has been made (Table 1). Most importantly,
 
IBTA/Cliapare extension agents have gained the confidence of farmers 
in the area and have succeeded in establishing limited on-farm
 
plantings of non-coca crops, PIOR to the collapse of the coca market
 
in July 1986 due to control efforts.
 

Hoowever, little progress has been made in the credit and 
agroindustrial components due to th? failure to control coca 
production, hyper-inflation and related problen in tIe national 
economy, and the high level of f.riancial risk associated with 
investment in the Chapare region. The extension of credit to farmers 
has he intentionally delayed b-y USID because, without coca 
control, it was felt that these,cy.eits could be used to increase 
coca plantings. 

Population in the Chapare 

fow many people live in the Chapare and how will coca control
 
affe t this population"?
 

The Chapare has exhibitied explosive population growth fueled
 
by the continuing colonization and the labor demand associated with
 
coca production. The Chapare population can be broken down into
 
three groups.
 

COLCNISTS have been arriving in the CQapare region in
 
significant numbers since the 1940s. Their principal reason
 
for moving into the Ckpare was, and continues to be, a lack 
of opportunity in their native areas on the Altiplano ard
 
Valle,-, Altos. This migration is fueled by Bolivia's high 
population growth rate (2.8% per year) plus, during the
 
current decade, the lure of coca income. Although colonists 
arrive from all parts of Bolivia, migrants frn the CochaIimba 
area are particularly numerous. This general migration
 
pattern is typical of the general expansion of population into
 
the Andean lowlands throughout Latin America.
 

Although virtually all colonists grow coca, interviews with
 
olonists sUggest that most of them will remain in the Chapare 

despite depressed coca prices because they have no better 
place to go. To paraphrase typical comments. "My father's 
farm was divided among several brothers, I could not find 
steady work. The Chapare is hard, but here we can grow food 
if things get had." 
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COCA GFWEPS include colonists or absentee landow-ners who earn 
significant profits from this activity, and typically invest a
 
substantial portion of their earnings outside of the region.

This group includes coca farm caretakers or sharecroppers
working for an absentee landcaqner. It is hypothesized that 
many of these people will leave the region if coca prices 
remain low. 

LABOR AND SERWICES. As a result of the coca bocm this is the
 
most numercus group in thc (hapare. These are transients who 
do not hold land in the region but work as field labor, coca
"pisadores", etc. Some of these may eventually colonize the 
area, hut most of them will return to their native c'otmunities 
where t,,.y may have a small landholding. Mbst of these people
have le.- t t Chapare during the past two months due to the 
collapse 	of the coca market.
 

Th-e project attempts to provide services exclusively to the first
 
group, the colonists.
 

There are no reliable statistical data on the Chapare
 
population. 
 In the PP the project area was estimated to contain

12,000 families with a total population of 60,000 dedicated to slash
 
and burn agriculture with coca typically being 
 the principal cash 
crop. More recent estirmates of employment are shown in Table 4.
 

TABLE 4: 	 1LC"TLYMN'r AND AREA UNDER CULTIVATION IN THE CREAPARE 
R03I(N (Source: USAID/BOLIVIA, 1986). 

FY 1985 FY 1986
 

(base) (estimated) 

Emplcyment: 

* Coca 	leaf production 100,000 105,000 
(direct and indirect)
 

* bn-cua 	related 5,400 5,600 

Area in Cultivation (hectares):

* Total 	 75,000 79,000 

* Coca 	 32,500 33,500 

• ~. , ~ p,, '1. . 
, .', " ' ' * P*', "/' "'" "".'-" 
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Narcotics control personnel in the U. S. Embassy have
 
estimated that there may have been 300,000 or more people in the 
Chapare prior to recent enforcement efforts. Other estimates range
 
as high 650,000. 

Today, following enforcement, estimates of total population
 
range from 75,000 to 250,000. tMst of the labor and service 
personnel have left the area, at least temporarily, as well as 
probably some of the coca growers. A more reliable estimate of the 
Chapare population is needed as a basis for planining future Project 
and control efforts.
 

Human Lhrryinq C icitv 

Recent undocumented estimates of Chapare population range from 
75,000-250,000 pe-ople (15,000-50,000 families). Multiplying the 
average of these estimates (32,500 fa-ms) times the average farm size 
(15 has) gives a total settled area (1437,500 ha) larger than the 
project area. rThere exists every possibility that colonists have 
settled outside the boundaries of the project, but there is no 
documentation to suport this hypothesis or the validity of the 
population or farm size estimates. 

In the Clatrare environment, approximately 15 Ha of land are 
needed to sup!port a single family in a s-,stinable manner at existing
levels of technology. PssUnin' that o ir r,, vious cacul.]at ions are
reasonable, then hUTan harring cape--.y cif *W C!apare usi.. 
traditional fcxd production technolouy has already exceieded.bUen 

The area's large ix~pulation is being supported by coca income, which
 
permits the impo .7'.ation of foodstuffs into the Ch-aare a n a large
 
scale.
 

If coca repression continues some farmers on marginal lands 
may migrate. Teir vacated la.-ids could then be consolidated to 
larger farms, re-settled by new colonists, or passed on to 
relatives. In no case will the land Ix, abandoned since lard 
ownership has a high social value. 

It is recmmended that a more accurate estimate of the 
colonist population and remaining area of unsettled lands be 
conducted to better determine the available options for both 
development and control programs. 



Economics of Coca Production
 

Effective coca control was not achieved until mid-July 1986
 
when U.S. helicopters arrived in Bolivia to support raids against

drug laboratories in the Beni. 
 The dramtic success of this effort is
 
reflected in the price of coca leaf in the CQapare.
 

Noprml price US $200-300/carga 

Peak 1985 price US $800/carga 

July-August 1986 US $15-50/carga with very limited or no 
price market
 

During field visits the first week of September 1986 very little
 
harvest activity was observed. Colonists in the Chapare report that 
the only narket available for coca leaf at present is the legal 
market, which is payinq US$ 20/carga. 

Future price levels cannot be predicted. They depend on the
 
efficiency of continued enforcement efforts and the ability of

producers to shift to smaller ar more 
 clandestine processing
operation (similar to the "guerrilla agriculture" practiced by U.S. 
marijuzna growers). 

A crop budget for well managed coca production is reproduced
in Table 5, which suqgersts that coca production will cease to be an 
economically attractive activity with a price under $30/carga, even 
on fields which are already established. On a less suitable soils
where yields are lcer, a higher price (say t50/carga) might be 
required to rn-ke continuedz production attractive. Colonists who were
interviewed indicated tha_.t a price of $50-100/carga would be rc<iired 
to make coca an econmically attractive crop. Ibwever, even at low 
prices scrue production will undoubtedly continue for local use and as 
a cash crop where family labor is available and no alternative 
economic activity is present.
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7I7BLE 5: CROP BUDGET FOR M aANCE OF A PREVIOUSLY ESTABLISH[ED 
GY2A PLANTATICN 

Item Quantity Value (US) 

OOSTS: 
Herbicide 

Material ($US) 90 90 
Labor (man-days) 3 10 

Cultivation (manual)
Labor (man-days) 36 126 

Fertilizer 
Material ($US) 135 135 
Labor (man-days) 3 10 

Harvest (2 man-days/carga)
Labor (man-days) 72 252 

Drying (.67 man-day/carga) 24 84 

COST SUB-TOAL 707 

INOME 
Coca Price of $30/carga 

Gross inccme 
Net income 

1,080 
373 

Coca Price of $50/carga
Gross incane 1,800
Net income 1,093
 

Notes:
 
Labor cost 
 $UJS 3.50/day

Yield (carga/Ha) 
 36.00 
Weed control based on one manual cultivation and one herbicide 
application between each harvest. 

Economics of Non-Coca Croo Production
 

The economics of crop production in the Cliapare is nt aell
understood. There are two fundamental problems: (1) raw data of 
questionmible quality, and (2) 
use of an inappropriate crop budget
model for the Chapare. These problems tend to distort conclusions 
concerning the viability of alternative crops and the cropping
patterns which should be promoted in the Chapare. 

13TA/Chapare and SDBT collected economic data on various crops
presently grown in the Ca:ipare based a series of farmer interviews
(Sanch2z ard Taylor, 1986). These data were analyzed to determine 
the economic return for each crop. Ibwever, the economic analysis 
was presented from the standpoint of an "investor" rather than the 
viewpoint of the small farmer. Table 6 summarizes the expected
economic return for various (Capare crops using existing technology,
based on the analysis by Sanchez and Taylor, but incorporating the 
following two modifications: 
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* 	 The cost of a farm administrator was eliminated from the crop 
budgets. In reality the farmer himself is the administrator 
and his earnincjs are based on the difference between cost of 
production aind selling price, not a fixed monthly fee. 

Interest costs (12%) have been eliminated from the crop 
budgets. Mst farmers do not borrow money and thus do not 
experience interest cost. 

This revision has been made to generate crop budgets more
 
representative of the economic 
picture seen by the Chapare colonist. 

TABLE 6: 	 EGYJC-'IIC RETTJF FOR VARICUS CPDPS IN THE CHAPARE USING
 
EXISTING =TDNOLDGY (Source: modified from Sanchez and
 
Taylor, 1986 and IBTA/Charpare, 1986).
 

Crop 	 Net Income/Ha Years Required 
($ US) 	 to Break Even
 

Annuals:
 
Rice $ 30/l-a
 
Maiz- -21/Ha
 
Fri joles 495/Ha
 
Yuca 769/Ha
 

Perennials:
 
Oranges 1,652/Ha 10 years
 
Bananas 180/1-1a 5 years

Avocado 1,483/Ha 6 years

Coca ( $80/carga) 2,254/Ha 2 years
 

Notes: Net income/Fa for perennials is the net income during the
 
break even year. Results were modified by eliminating the cost cC­
interest arid farm administration.
 

A review 	of Table 6 suggests that there are problems with the
 
basic data used in the analysis. For instance, bananas are shown to 
earn only $180/Ha-yr, ar- had the interest and administrative costs 
not been removed the analysis would show that bananas would NEVER 
reach the break-even point. Yet bananas have long been a principal
cash crop in the Chapare, directly contradicting the results of the 
economic analysis. Similarly, the large difference between citrus 
and banana profitability appears artificial, as does the high 
rofitability of sane annual crops such as yuca. 

There are also several issues concerning methodology which 
need to be addressed. As previously mentioned the inclusion of 
interest and ad-nistrative costs can be misleading when tle farmer 
neither pays himself a fixed monthly wage nor pays interest. The 
large impact of these two items the cash flow for citrus ison 	 slx'%.,n
in Table 	 7. Interest costs s1y-iuld be included only when credit is 
involved. Inclusion of 12% interest as an "opportunity cost"
 
similarly appears unreasonable on the near-subsistence level farm. 
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TABLE 7: 	 CASH FL FOR1 ORANGE PMDUCION. (Source: adapted from
 
Sanchez and Taylor, 1986)
 

Cash Elow (US $) With Cash Flow (US $) Without 
Year 	 Interest & Mgt. Costs Interest & Mgt. Costs 

1 -639 -422
 
2 -545 -270
 
3 	 -605 
 -265
 
4 -677 -265
 
5 -759 -265
 
6 -850 	 -265 
7 -952 	 -265
 
8 -1066 	 -265 
9 	 -247 
 -697
 

10 665 
 1652
 
11 1C67 2586
 
12 1819 
 2537
 
13 2004 
 2503
 
14 2245 2503
 

Cuxmulative 2.)60 
 $10,196
 

The economic aniilysis also does not adopt a "farming system"

approach. For example, annuals are generally with
interplanted
perennials during the establishment phase. This reduces the weeding
cost allocated to the perennial crcp thereby reducing establishment 
costs below those in economic analysis.shown a 

In the production of c:ops such as rice which can substitute
 
for purchas-ed courxcdities, the rortion of the crop which 
 is consumed
 
will have a higher econo:iic value than the wholesale price; its true

value will be the retail rnurchases for %hichit serves as a
 
substitute.
 

Fin-ally, 	 a colonist may still cultivate an "tuneconomical" crop
when his fanily can provide lalxr at a cost be] .c' the going wage
rate. Eployent is not always available in the C(,apare (in the 
absence of coca production) or elsewhere in Bolivia, and employment 
at a low 	wage may be prefurrable to no emply-ment at all. 

Tere is 	 a need to re-evaluate both the data and methodology
used in crop budget analysis. Cost and yield data from Promroters
 
farms and UPDs should be used to refine the economic data. If the
economic ari-lysis dcJs not reflect the colonist's true basis for his
cropping decisions, it will contribute little to the urnierstanding of 
existing arr3 potential small farm cropping strategies. 



- 19 -

PRoXrF STRATGY 

Development Scenarios to Consider 

Three basic questions need to be considered when analyzing

the future direction that the Chapare Regional Development Project
 
should take.
 

(1) 	 Jbw long and successful can the current coca repression be
 
expected to be?
 

Previous control efforts in the CQapare have had little impact 
on the production of coca leaf; control operations were ineffective
 
andA short-lived. Coca producers waited for the operation to
 
terminate ard then resumed noral activities. This intermittant 
control effort con.itieoned the Jr-apare to maintain existing coca 
fields 	and continue new plantings, while waiting for repression 
activities to wind1 down.
 

The current repression effort underway since mid-JLuly 1986 in
 
the Pzni region, has severely curtailed the demandA for coca leaf and 
driven the price down to levels that maake production, at best, only
wvirginally cconomic. lb other repression or control activity has 
lasted 	 so long ror affected the a-iapare coca grc4cr so 
dramatically. Wile soDW Onia.rxre farmers visited consider this 
repression just a repeat of pest control efforts ard look forward to 
renewed mrl:ets, others feel that the "coca boom"is over and are 
interested in tIew crcps to offset the- loss of coca income. The key
issue is th,3 extent and success of the present control effort. 
Incomes in the Ch,-rxLre have already been severely diminished and the 
local interest in non-coc-a creops is increasing rapidly. If the 
current repression lasts for six months or more, incomes will have 
reached such a lc,-; level thait Chziiare farmers v.ill be desperately
seekinq new varieties, arl not only to supplement their income bt 
also to feed their families. This situation is the one envisioned in 
the Project Parer arrd is the most favorable scenario for implenenting
the develo-mx.nt coamponents of the (-iapare Regional Development 
Project. 

(2) 	 What are the prospacts for introducing alternative crops or 
cropping systemns that are ecologically suit(- to lowland 

kiapare, produce sustainable yields with low levels of 
teclology and rw-rnagemvent, and generate family inccmes greater
than traditional subsistence levels? 

http:develo-mx.nt
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Coca leaf is by far the most profitable crop in the Chaparej all 
other crops have been grown for Ixome consu ption or have not received the 
necessary managerial attention to produce a quality product for distant
 
iarkets. If the coca repression continues, alternative crops, new 

varieties, and new techiologies will be-can4e increasingly attractive to 
coca farmers wo have little desire or opportunity to migrate. Alternate 
crops 	 (i.e., cacao, coffee, pineapple, oranges), although not as easily 
marketed or as profitable as Coca, will be rapidly incorporated on small
farms. '11'is situation oes not assume that coca plants will be pulled up
ai- repiaccd with altrnative crons. Raither new crcp; will be 
inter-p]inte °] with young7 coca or planted as a monocu].ture on newly cleared 
]ands. Co:'-_i plantjin3; in the CGr}iire will n:ot bxe! voluntarily destroyed.
they will 1-:, abarndonol and overtaken by rkitural forest second growth.
Post Qiapire farmers cazn only cultivate about 2-3 hectares family
inclur3ing coca au-I subsistence crops. Given that most farms are bet.ween
 
10-20 hectaxes in size, ther is considerable roam for expansion of

alternative crops without disturbing established plantings of coca or
 
other perennials.
 

(3) 	 Are there better ways ani other less conflictive areas were
 
developmental activities might be more successfully 
 financed? 

Thie agricultural potential of the Thapmre is limited due to the wet
climate an-fl nutrient-leachd soils, particularly in the extrer ely wet area 
at the 	base of the AnKdean slopxs. Climate and soils are much mare 
favorable for agriculturl develotnent in northern section of the Chm.are,
hit road acc.ess is limited. Eue to continuing colonisotion pressure roads 
are extende, further into unsettled- areas, not always suitable for 
sustaineJ aigricultural prcduction. The settlement of the Andean slopes
and the A,;cion lowlanTh is a consfeuence of minifundia, low prcductivity
of sierra far,.-im arc, cx%-paiing pxopulation. One alternative to :he 
continud,clevelo of C a-La-re is to imoroveent the the agricult'.!-al 
pro-,uction of chb] valleys highlandsthe ml-a ar 	 to stabilize the ruralpopul.ataozs and reduce the need to migrate. Improvement of forages,
livestoc-k, smill grains, vegetables, and irrigation are activities that 
might be enouraged. 

At present the agricultural r-otential of the CochMbaimba Valley in
particular is actually declinirr] due to probles of reservoir sediment­
ation, salinization aiyl waterlogging of soils. MACA irrigation engineers
estimate thiat about 1/3 of the irrigated soils in the Cochabamba area are 
already impaired 17y these probleims, and the situation is continuing to
deteriorate. 'This is one obvious factor which encouraes migration from 
Cocha-:iba into the nearby CQ-apa-re. It may be desirable to utilize a 
portion (-f the Projfect funds to improve production systems in the valleys
and highlands, wile continuing appropriate agricultural extension and 
research efforts in the aapare. 
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The following four scenarios are offered to assist the mission in 
determininwg current and future development priorities and policy in the 
Chapare and alternative surrounding regions. 

Scenario i: Coca production continues and Project continues. 
 If coca
 
control is not effective and the Ch[ire Project continues, few
 
accomplishlmynts can be ex\pected. Agricultural credit will fail because 
farmers will have little interest in producing the products needed to
 
8upply these industries. Although research ai-d extension activities will 
develop crops and techrologies suitable for the Chapare, most farmers will 
have little incentive to implement these pac.;ines. 

Scenario 2: Coca production continues but without Project. Not much 
difference from the actual present situation -!it]- the exception that the
agricultural extension andi research will not have the opportunity reachto 

non-coca growers with alternative adaptive tcchniologies.
 

Scenario 3: Coca production repressed and Project continues. This is the 
ideoal situation in which the organization/planning efforts of the 
SDIT/IrnA/EI teams of the past two years could be put into practice. The

Ciapare farmers would bo eager for croppinrg alternatives and technical
 
assistance. Agricultural credit could be tested for annuals as well as
 
perennials. Selected activities be attractive
agroirdustrial could for
 
investors and farmers.
 

Scenario 4: Coca prCuction represse] but without Project. Without a 
develoxznt project aid no coca the Chapare fanmer would continue at 
subsistence levels. Limited migration out of the area may occur. 
Private investors w.o-uld not be encouraged to invest in the region and 
agroin-ustrial develoPment would far likely to occur.be2 less USAID 
development investmcnt could be focussed on improving agricultural
production in valleys aund highlands with more dramatic results. 

What To Do Next 

The future of UL17dD developme-nt activities in the Ciarxire depends 
on the success of t:!c.ca control program USAID should monitor the
situation clocely for next utilizing tot]hc six months this period prepare
for full impleientation should co<,a control efforts be successf-ul, yet
postponing iwtjor expendituros (ie major credit programs) until the 
long-termM effectivenes; of coca control bemcxxes more clear. 

Specifically USAID slxould: 

1. Continue extension efforts at current levels.
 

2. Prepare credit plans for farmers and agroindustry, but do not
 
execute the fin-l loin docuimnts. Te only exception would be 
pilot-scale credit activities in areas with minimm 
coca production. 
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3. Eliminate research at the CQipiri St",L,,, £.Xu.iny crop researcn 
toward UPD's. Research on larqe animals (buffalo and cattle) ail]
forage should be terminated. Otherwise continue research at
existing le;els but give increasing emphasis to peren ial crops and 
farming systems. 

4. Explore develqent opportunities in the Cochabamba valley or
elsewere which could -lp reduce migration pressure into the 
Chapare. qhe unus d US$3-5 million originally design-itW for large
scale agroiindustry could be utilized to fuiyd so.pet projects to
improve agriculturil prcductivity and ca munity infrastructure. A
prelimizn;ury survey should be conducted scnas as possible to 
identify potential projects andl funding levels 

De-coloniza-tion of the Cha xire using incentives to destroy coca
plantinqs and return to t e valley or highlands should not be 
considerd as an alternative. We can forsee many potential pitfalls
in this approuch, Iot the least of which is the problem of
compliance monitoring after the reverse-mioration incentives have 
been granted. 

Recom:i)endd Lonc-term SLrateqv 

After a pxrioJ of approxiaitely six months, or Men the success or

failure of cy)z, control eflforts bo.r-ine clear, USAID should implement the
appro)riate rezaLL:-ended stragegy. 

1. If coca tr.ffic resLuJ-is on a laroe scale with little prosrr--cts for 
renewed s D;rra;ionUSA-D furzlinm fo:: the2 Cha-arire should ,"
 
indefinitely. 1-,-direct Cnip.Are 
 Project funds to productivity e'nicemont 
and0 infrstrucutr, projocta;t Q3ihibean~xin or ot:her areas )1'hto 2 1p reduce
migration pressure into the G'iTvre. 1b credit activities shul:nud b )undertaken in the Cncu-ie, aside franm rantenance of the p:eviously­
mentioned, pilot credit pI_-cxjam in an area of minima-1l coca production. 

2. If coca grco.:Jrs leqJly retain 2 h,-ctares or a newly docide,] lim-it forCoca, USAdI a,-,Isn-e --,(2liited to agricultural/fore ;try research
and roJest extensio-n activity. A cautious appro:Dich to agricultural credit 
and agroinrdustri, prclntion shAuld b- taken. 

3. If pro-pcts are goodJ for o)ntinu< coca suppression, USAID assistance
should be aco.lerat.ed to th.e level which farmers can usecful accept.
Actively proaote credit and agroindrustry activites. 

http:aco.lerat.ed
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ANALYSIS OF PRJECT GY4ExtxzS 

AGROINDUI J AL DEaVEIDINTN 

1. Present Strategy ard Project Desic~n 

The Claapare Project establishes agribusiness as a principalcomponent, the objective being to exert a strong "dem-and-pull" to fosterthe production of ariculturOl cc rudities as raw material. Specifically,
the. Proyect FPapor strategqy envis-&iged early establishment of four largescale agroind:hustrial projects (Wivestments of $600,000 upw'ard) and atleast 1.0 sa ill scale of-rations -veraging under I20,000). These were to 
be private sector opi>rations, assisted by USAID project fuids chamnelled 
through intermidiate credit institutions. 

2. Present Status of L rae Aqribusiness Projects. 

After feasibility studies, the four large agroindustries selected

for develonent were particle board, fruit processing, swine fattening,and kulzu dehydration. Aionq those discarded were plywood, cattlefattening, meat processing, yuca flour, woacl pulp and ceramics. 

a. Particle bhxrd. Founded in 1978, the Industrial Maderera dePrensaje y Afirrs S.A. (IMPA) in Cochbxamb:i ran into a series of firnncial
problems holding back completion of its factory. In 1984-85 the Central

Bank providdc.] funds enabling coimletion, witli the requirement that raw
material scources be re-directed to qualify fLr USAID financing as an

agroindustrial particiiont in the aiapare Project.
 

IPA agreed to source the particle board plant with wood from landclearirrj in Chapare, to the maximumi extent possible. All of this wood is

second grc,;tLh (chume) with wide disrxersion in species, diameters,

densities, and suitability for processing. At present it is burned or
left to rot, rossibly with 
some advantage in curtailing deterioration of
 
the prevailing poor soils.
 

The feasibility study indicates an ample potential market in
Bolivia for rnarticle -ard (Von Borries, 
 1984). However to competesuccessfully for market share particle board must be pricej lower than

solid woorl and plvwood. Me factory 
is xtremely elaborate -and costly forits planned production of only 42 m3 6L-ilv. Most particle board utilizeswaste materials frm forest product qprations. Raw material fron theChapare is an rproved source. Trees fron land clearing must be selected

for spec-ies, densities, ai] diameters, moved frowm sRall 
clearings tocollection points, and trans- ported an average of 120 km. to CochebaimbA.
Additionally th.!re is a high raw material cost for imported adhesive asthe binder, usually constituting 1/2 to 2/3 of total raw material costs in 
the finl.-d prorjuct. 

I14PA is aware that sourcing the plant from Ciapare land clearingmay be either insufficient or too costly, or both. Alternatives areharvesting vwox fraii second growth land which IMPA holds in the Chapare
and using waste from Coclaxba area sawmills. 
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IMPA is a Cochabamba industry whose purchase of Chapare raw
materials is unlikely to have z.i important impact on the Qiapare region.
There is no certainty that large voltmes of wood will be provided by
small farmers. The plant might provide some incentive for Chapare growers
to plant solid blocks of fast-growing species. fbwever, because the
finished particle board must enter the market as a low priced product, and
because raw ir"terial costs for the adhesive are high,binder returns to
 
the farmers must inevitably be small.
 

b. Pruit processinci. Perennial crops are considered the best

sustainable 
 uIS of Tz=i±are soils. There exists a substantial base in

citrus which can be exparyded, and prospects are good for addilx other

tropical 
 fruits suitable for juice extraction and products manufactured 
from fruit. Feasiblity studies indicate growing domestic markets and
 
opportunities for to neighbouring
export countries. 

At this time Q-iapare has neither the assured production of quality
citrus nor the infrastructure to support processing plant.a Thus
agroindustrial prcoasals in this area contemplate the provision of
financial incentives to Cochabamba processors to stimulate their purchase 
of fruit from the Chapare.
 

Negotiations with several entities resulted in an agreetent within

which Inydustrias AlimieKntarias del Valle, a regional processor of fruit in
Cochabaha, agrees increaseto its purchases of citrus and eventualiv 
other fruits in Chapare, and enlarge its plant utilizing Chapare Project

loan funds. If feasible, the company will acquire small mobile units for

concentrating juices 
and fruit pulps within Capare, reducing costs for 
transporting to the distant Cochabamba plant. 

The Del Valle factory is smiall, conservatively managed, with

minimal machinery and investment for 
its present output. Its products are

good cuality aiY well accepted in a steadily growing market. It appears

well suited to grow and to provide a market for expanding raw material
 
supplies.
 

If and when the Del Valle arrangement is concluded the immediate 
impact on Chuipare will be small. E-xisting citrus in the region is poor in

quality and low in price. 
 The principal advantage of the project is that
it provides incentive for improveny2nt and for greater planting of both
citrus and tropical fruits, and may stimulate the processing of other 
products such as palm heart. 

c. Flcq fattening. This project contemplates establishment in Chapare
of an agribusiness breeding and fattening high quality hogs, selling
weaned pigs and commercial feeds to farmers, providing technical 
assistance and medicines, and re-purchasing fattened hogs from farmers for 
sale to processing plants in Cochabamba. 

There is already a commitment, not yet implemented, in which
project funds i.Auld be loaned through intermediary banks to expand
substantially the operations of Agropecuaria Copacabana (AC), a 
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well-managed enterprise now breeding, fattening, and marketing hogs in

Cochabamba with 
a smaller auxiliary operation in Chapare. AC proposes to 
enlarge greatly the Chapare facilities to produce high-quality pigs there,

both for its own account and for sale in lots of 10 to small farmers.
 
Technical assistance, balanced feeds, and veterinary support would be

available from AC, and the ccmpany would re-purchase the fattened hogs.
 

Better quality Ixgjs in Capare are clearly desirable and have a

potential for contributing significantly to farm incomes. However, the

project in its present form has many problems. The year-round wet
 
climate, risk of disease, unstable farming systems, long haul of

commercial fcieeds into the area, hiqh capital investment, and inadequate

simall farm facilities make it a high-risk investment funds.for project
Intermediary banks so far have refused to provide the guarantee which AID 
requires, preventing implementation of the AID approved plan. 

In Ciapare, improvement of hog quality and numbers does not necess­
arily require the establishment of a large commercial feeding operation.
These objectives could be largely achieved by establishing breeding
facilities providing better quality hogs thein area, coupled with
 
technical assistance and veterinary services. This might be achieved
 
through project support of a modest increase in AC's Chapare operation.

The emphasis would be on conventional livestock improvement rather than
 
the inmediate establismtent of a commercial fattening operation.
 

The imiediate impact of a hog improvement program on farm incomes
 
would be small but the base 
would be laid for significant income 
contributions in future years.
 

d. Kudzu ary Banana Dhydration. These are two of the easilymost 

grown Cha2pare crops. Possibilities were explored for establishing an

agroindustry drying kudzu for hay, pellets, and flour, and banana for
 
chips and flour, all to be marketed in the Coclvaemba area as livestock
 
and poultry feed. 
 After analysis of capita. costs for equipment and the

rather narrcy. market which exists, the project was judqd not viable and
 
was dropped. There is little 
 prospect for greater viability in future 
years.
 

3. Small ard Mtdium-Scale Agribusiness 

AID loan funds are available in the Chapare Project to assist the
Regional De)velopmnent Corporation of Cochabamba (CORDECO) and other 
entities in developing small scale agroindustry within the region. To
date activity has been restricted to research and limited pre-feasibility
studies sponsored by CDPDECD and prepared by local university personnel.
Principal targets so far are lemon oil and menthol along with other minor 
and specialized crops. 

The COX)DEJ-university projects are not likely to have an important
impact Chapare However would usefuloverall on income. it be to establish 
a few specialized operations area, helpingwithin the to diversify income 
sources and farm management patterns. Equally important is the building 
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of an institutional capacity for research in Chapare products. Project
support can improve laboratory facilities and provide better access to 
research results on similar products elsewhere in the world. 

An area of greater potential importance is project support for 
small and mediumu-scale industries handling crops which necessarily require 
sane processing promptly after harvest. Such assistance is now being
considered for a tea-qrcxing cooperative, an operation in which CX)RDFO
has a substantial interest. To the extent that coffee and cacao become 
imDortzunt crops, processing and marketing facilities for them will 
similarly become ne-cessary. 'rhis will also create a de, and for crates 
needed for harvest and shipping. 

Because of special circumstances there exists a medium-scale 
agroinJustrial possibility for cattle slaughter and an ice plant in Puerto 
Villarroel. Originally planned as a large-scale project, feasibility
studies indicated a tcoD limited and uncertain cattle supply and 
excessively long hauls of refrigerated meat to Cochabmnba. How,ever a 
private investor did construct a plant in Puerto Villarroel, which because 
of its omer's death never operated. The existing ice plant could 
possibly operate on a smEn-ll scale to improve meat 
aY] to promote coimrnercial fishing. Currently the 
reviewed by an intermnediary bank. If the bank is 

supply within Cha ire 
situation is being 
willing to guarantee 

project credit, such assistance could suitably be considered within the 
limitations of a medium-scale agribusiness. 

4. Credit for Apribusiness 

Credit policy established by AID requires the intermediary lending
institution to accept respYs)nsibility and provide a guarantee covering the 
loan. This requirement is a major obstacle to agribusiness loans in the 
high-risk a-hapare region. It would be useful to have the capacity to 
accept partial guarantees when the purpose of the loan is to st. rnulate 
crop and livestock production. 

There is little experience with procedures for finalizing and 
disbursing loans. Procedures for handling eligibility requirements and 
loan applications require joint action an~d approval by AID and SDTB. 
However, the paucity of loan applications so far causes each one to be
 
handled, individually. To date AID has played the chief role, in part
because of inadequate SDTB staffing. 
SDTB claims that one of the largest
loan applications, by the IMPA particle board plant, reached the stage of 
AID committment before SDTB had an opportunity to present its views. 

5. Agribusiness Coordination WithFirmers and Institutions 

Experience to date is inadequate to permit evaluation. It is
 
expected that agroindustry proposals will be structured on contracts for 
purch-se of com nrities between the industry and the cooperatives or 
commnal groups. However, the hog fattening proposal contemplates
contracts directly between the industry and the individual farmers. 
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6. SDBT and coRDEC 

OXRDECO, a regional development agency for the Cochabmba region,is a marginal participant in the Chapare project. 
 Its present interest
centers on its existing investment in the tea-producing cooperative aid onchannelling project funds into university research on Chapare products

which have potential for small agroindustry.
 

SDBT and CORDEM, both located in Cochabamba, appea" to maintaincontacts adequate to the very small requizements imposed by their jointparticip-ation in the existing activities. Neither agency has been staffedadequately for work in agroindustry. Up to now their roles have beenminor. Identification, development arn evaluation of agribusiness has •

been dote principally by AID. 

7. lbrketinq and Information Services 

Chapare strategy includes the establishment of marketing servicesarxl an information clearing hiouse. No significant progress has been
toward these goals. Market analysis to date is to be found only in 
made
 

feasibility stu-Iies relating to large agroindustry. There is no
systematic effort to explore and report the performance of Chapare goodsin the market, an area far more important to farmers today than
 
agroindustry.
 

Data on seasonal price fluctuations is critically important forplanning production and marketing strategies. TIhe most urgent need is aperior3ic market letter directed to Chapare extension agents, promotors,

expWri~mant statinn ?-rsonne], cooperatives, community groups, and otherintereste- persons. ft would provide current information market volumeand prices, air an urndating on events of importance to Chapare Developnentsuch as conunal projects, roads, etc. It is understood that SDBT isexpanding its economic 

now
analysis capability within which it will be

possible to place the market services entity. A single individual should 
be adequate to prepare the market newsletter.
 

The project xaper does not indicate what is meant by an"Information Clearing House". Possibly this mearLs an entity keeping allparticipe7ts informed as to whnat is going on. 
If so, this concept can be
combined with market services rather than standing alone as a separate
function. 
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AGRICUL7T CREDIT 

Overview of Fbrmal Nricultural Credit in the Charnare. 

Only the Bank of Cochabamba (BC) has made CP farm loans to date. As of
August 12, 1986 BC 1-had grantoe 21 loans with a total dollar value at time 
of lending of about USt173,000. The average size of loans was about 
$8,300. -btst of the loans carried a term of 3-5 years and the largest
loan was for US$20,000. All of these loauns were made and administered by
the Ccdiu:ih of fiuu, of 1BC, and Lii were securel] by imartgages on
 
property outside of the (Lamy-re worth at least twice the value of the
 
loa s. In addition, the BC branch locatcNI in Villa Tunari has ia ~n making
about 40 small short-term loains for 60 days or less, nainly to local 
merchants and traders, fr.1 about US$40,000 of local deposits. 

It appears that few loans are made by other conercial banks to farmers 
working in the Chryixre. Plans are for the new branch of the BIG Beni Bank 
in Puerto Villarrol to extend loans during the next year to a total 
amount of US,00-300,000 mainly to its current customers who do business 
in the area. 

The Banco Agricola (P.\1B) in Villa Tunari made no new loans during 1986 
because of the lack of funds. There is only one person working out of 
this branch and he is mainly collecting loans. In 1985 this branch made 
only 68 lcxms, mostly to farers, worth a total of about US$50,000. These 
monies came from the Central Bank. 

Two of the three credit and savings ccoperatives in the Chapare

affiliated 
with F: CF have had no significant financial transactions for 
several years and are essentially dead. The third coperative, in

Mariposa (Pinal), still has E-0-90 active members and administers their ckn 
small loan fund] worth about US$2,000. FI_,V= has had only modest contact 
with these cooperatives for several years. 

The only other source of formal loans for farmers in the Charxre is the
Cbopa£rativa Multiactiva Tropico de CochaL-un1 a (alTCA), multipurosea 
cooperative fori-nd in Novembler 1984 and closely associated with several 
farner federaticns in the Chapare. The cooperative h-vs about 18,000
members who have p-id approximately USt50 each to join. Part of this 
money has been used to provide loans to members of the cooperative. Steve 
Wiles, in his final report to USAID/Bolivia dated Muly, 1986, reported that 
in early 1986 the cooperative had about 240 agricultural loans to members 
outstandring, worth a total of about USS400,O00. These loans were made 
over 1984-86. bost of them were given in-kind for goods purchased through
 
the cooperative.
 

It was not possible to update the.-se figures with leaders of the 
Cooperative in Codc--hAbmuba. The manager of the cooperative had recently
crait or been fired and the accounts were somewhere between lost and Alice 
in Wonderland. The cooperative's leaders were not able to give clear 
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answers on whether or not the cooperative wuld be continuing to offer 
loans to their mmbers out of their own funds. As an aside, the 
cooperative asked the BC for a US$20,000 loan under the CP project
several monthis ago. 7This loan is in limbo, probably because the manager 
of the cooperative left.
 

While difficult to give an exact figure, it appears that formal
 
loans to farmers in the Oapare will total less than US$300,000 in 1986,
and tvat fewer th-in 200 fariers will have access to these loans. CP 
fuxiing will accxunt for about half of this value and about 1/10th of the 
borrowers. J-br ccmparative purpose, the Villa Thumiri branch of the FAB
alone, several years ago, vas imrkinq loans to rore farmers for a total 
value in excess of US$500,000 anlt-ly. 

When oompred to the nLmhber of fanmrers in the Chapare region and 
the overall level of economic activity there, formal firkincial market 
activity is insiginficant. Cnly a miniscule fraction of the farmers in 
the region have access to either formal loans or deixsit accounts. The 
amount: of forma] loans is only a very saLl fraction of the US$50-l00
 
million in crross incvme realized b the farmers in the :egion each year

from the production of coca alone. The Chapare has one of 
 the lowest 
ratios of for- l-fi.nacial-activity to gross-value-output of any major

economic region in the world.
 

Limitations on F:i ncial Intemnediation in the Charnare 

There are pom-riul reasons why formal financial intermediation in
the Chalre has not expanded kith the C'. In fact, there is less

intermc-.iiation there now than 4-5 years ago, despite the tremendous
 
increase in real incomes in the area-increases due largely to expanu-Oed

coca production. 'Me overwhelming reason for this contraction of the
 
formil financial system has b een hyper-inflation Ud- associated monetary 
policies. This has resulted in a shrilnkage of the entire system. in realter s, to less than 1/10th of its size in the early 1980's. For2:;l
lendOing in the Chapare has shrunk accordingly, despite CP-sponsored
 
lendir?]-.
 

The value of depDsits declinated precipitously during
hyper-inflation. Unerstandably, depositors slowhave been to return 
their savings to deposit accounts, even thotgh recent rates of interest 
on savings accounts positive real terms. isare in This especially true
 
in the Chapare where, over 
 the past several years, individuals with 
savings fo-und coca investment an attractive alternative. This has meant 
that financial interme-diaries had a sharply reduced pool of deposit funds
from which to lenA. An illustration of this is the.branch of the fBank of 
Cocha1imba in Villa TurAri thit had active deposit accounts worth more 
than US;2 million in the early 1980's, but ncy, has about US$40,000 in 
about a thousand stagnant deposit accounts. The savings and loan
coopi-atives in the region have been even more adversely affected by this 
process. 
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Financial intermediation in the Chapare is furtler limited by the
lack of formal financial infrastructure in the reqion. Only two bank
branches currently exist (Bank of Cochabamba and the Agricultural Bank),
both in Villa Tuniari, and neither is very active in making loans. The 
credit and savings cooperatives in the region have been destroyed bythree years of inflation. While the new branch of the BIG Beni Bank in
Puerto Villarroe-l will add to the banking infrastructure, most farmers inthe Canjxire wro w-nt tc.... a fo-rl finncia facility will still have 
to go a long way to do so. The aura of Ir-ug stained money has also 
discouraged some hnks from beccning more active in the area. 

In addition, hanks are slow to l.end to farmkers in the Chapare dueto provisional LuYn titles that do rot provide secure collateral for
lenders. Furtler, miany of the far-mers in the Chapare came there as part
of a land settletixnt program that had important social and po].itical
objectives. It be awkward lenders- Lowouuld for seize land in case of
loan default, even if titles were good col'ateral, because of this

historical baickniround. Again, the lenders insistence on a good deal of

collateral for CP loans is a syiTptcn of severe credit rationing. Leaders 
are likely to become less concerned about collateral as the size of the 
financial systein is increased. 

In sumary, the tiny amount of formal credit extended in the
Chalpare has resulted from th-e severe contraction in lcndble funds in
Bolivia's financial systemi, the feeling by bankers that they can make
 
more money lending their money elsewhere, and the tremendous growth in

the amount of liquidity in hands of producers anY traders in the Chapare

because of the coca business. Many of these entrepreneurs haven't needed
formal loans for their activities. Furthermore, USAID has not been very
excited about disbursing loans in Chapare because credit funds could have 
been diverted to ozxa production. 

Desi n of CP A-cTricultural Credit Activities 

As is the case in many rural development efforts, designers of the
CP assumed that a substantial increase in the number a-rid real volume of
formal agricultural loans would be critical inpuits necessary to encourage
farmers to expand non-coca activities. Unlike many other agricultural
credit programs, hoe.,ver, it was not assumed that concessionary rates ofinterest on loans were necessary to subsidize farmers to make changes.
It was also assmed that many farmers in the Chapare would need medium­
and long-term lcans to clear land, implement new technologies, purchase
livestock and to plant new Perennial crops. 
The project designers also
assumed that IBTA technicians would supervise new tec-nology adoption by
borrowers and also provide information useful in loan approval.
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Regarding participating financial intermediaries, it was assumed 
that commtercial ban-s and cooperatives associated with F1qACRE would
handle most of the agricultural loans in the Chapare. Funds for loanls 
would be_ largely supplied by PL 480 counterp rt. An amount of nearly US 
$7 million ,wa; initially targeted for this purpose. It was also 
initially assumed that a lender srread of 4% wo)uld be sufficient to cover 
the costs of lending in the Thapare and also be sufficient incentive to 
stimulate intermediate credit institutions (ICI's) to !nake agricultural
loans there. A loan-recovery- l an-risk-sharing arrangement was recently
introduced to increase the incentives for ICI's to make farm loans thein 

Chapare.
 

In retrospect, it appears that at least 5 design weaknesses exist 
in the credit activities of the CP. (1) The project designers
overemuhbasized the role that loans can play in inducing technological
change at the farm level. Sone of the IBTA/Cha are technicians continue 
to think tht little or no diversification of coca production will occur 
without su]stantial anoyjnts of lo1ans to lead the process. Loans, whether 
dear or cheap, are weak instruments for prodding farmers to make changes,
especially if these changes are not in the best interest of tha
borrower. (2) The designers of the project substantially overestimated
 
the amy:nt of agricultural loans that could be efficiently used within
 
the CP. (3) It was a nistake to emxclude the Agricultural Bank of Bolivia 
from participating in these credit efforts. (4) Too much emphasis was
given to medium-and long-run credit, and too little elrpasis given to
 
short-term loaIns. And, (5) 
 too little incentive for banks to extend 
loans in the Chapare were included in the original design of the projeht. 

Effectiveness of the Credit Daliver, System 

It doesn't take unch time to evaluate the effectiveness of the
formal credit delivery system in the Chapare. For all practical purposes
t1ere is none. Dilv two cii-nercial banks have shoaed interest in the 
area, the credit unions are cssentialy dead, the BAB is excluded by USAID 
from plyrticipating in CP lending, and the large multipurpose cooperative,
CM1C, al-%p, ars to betan unreliable source of firnncing. The PC is the
only ban',- that is extending any loans under the CP. BC's efforts are 
token at best and the lBank appears to have little interest in examnding
its activities in the project area. 
 BIG Beni Bank will probably also be
 
slow in extendin-g substantial amounts of CP loans in its new branch. The 
financial infrastructure to support the CP activities is yet to be bi2.t. 

Credit Prcy-edures 

As far as could be determined, the BC was carefully following the 
lending proc(xures set forth by CP, USAlD, and PL 480. The bank appears
to be extending loan; to those who are eligible urder CP credit 
requirements. BC had well managed files on all of the 21 CP loans 
approved to date. The justifications and plans given for the use of the 
loans were all for non-coca production. Oeily two of the borrowers 
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reported having more than 20 hectares of land in the O-apare: one had 50
hectares ard the other about 30 hectares. Although unsubstantiated, it
is suspected that a majority of these CP borrowers live in the city of
Ccdiabainiba most of the time. Only individuals who lived relatively close 
to Cochabhambnx could afford to jump all of the hurdles that the BC placed
in the way of potential CP borrowers. 

Loan Timinq and Transaction Costs 

The PC is making loans under the CP grudgingly. An average loan
takes 4-8 % eks to complete. The Daunk exhibits all of the classic 
characteristics of an intermedia-y that is severely rationing loans.
Thiey are forcing borrowers to comihe to the Cochabamba office to do all of
the negotiating of the loans, and making little use of the branch office
in Villa Tuknari. They are also very conservative in their collateral 
requireueits arA substantialimpose transaction costs on borrowers
 
attemntin-1 to cet these 
 loans,. Te typical individual who obtains a loanunder the PC/CP must visit the bank 3-5 times, in addition to obtaining
certificzition or letters from several other offices. All of this results
in total lyorrowing costs that are substantially more than the real
interest cha-rces and commissions (2%+% per month) tMt are officially
levied on CP loans. Inividuals who are full-time farmers and live in
the Canpare are essentially rationoJ out of access to CP loans by these
procodures. Since the borrcwer's loan transaction costs tend to be
fixed, this imposes an especially heavy burden on tho)se who might want to
borrow only a relatively small amount. It is daubtful that the recent
changes in CPD loan arrangements, which spreads same of BC's loan recovery
risk, will be sufficient to induce them much moreto become aggressive in
their OiaxiLre lending. Other types of lending are just too attractive. 

Impact of Credit 

Because so few of the econcanic actors in the Chanare have been

recently touched b, formal loans, it is unlikely that 
the CP agricultural

credit efforts- have had any pe-rceptible iimpact on coca diversification
 
activities. Again, form-il loans 'have been a tiny fraction of the value
 
of total economic activities in the Chaore. 
 ost of the farmers in the
Chapare gray. at least some coca, and a few farmers have up to 10
hectares, well in excess of the two hectares allowed by law. in this 
context it is useful to speculate on what the 21 borrowers frm the BC
did with the additional liquidity provided by the CP loans. 

Certainly, all of the CP borrawers have the opportunity and land 
resources to produce coca. Many of the CP loans justifiedwere on the
basis of purchasing equipTne nt and labor, most of which could be used to
clear lanid. M st PC loan applications, for example, showed that the
borrower planned to buy at least one chain saw, a prime tool for land
clearing. All loan arrlications listed an expansion in sane non-coca
enterprise as a justification for the loan. We don't know what the
borrowers would have done without the loa:n, or what they in fact did at
the margin with the additional liquidity supplied by the CP loans.
However, it appears reasonably certain that, with or without loans,
borrowers allocate their liquidity in a way that maximizes their expected
inoxnes. 
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The agro-ecoiomic data available from IBTA strongly suggest that 

coca production has been far and away the most profitable enterprise

available 
 to most Chapare farmers. Unless the CP/BC borrcaers had a

moral aversion to coca, it is possible that scme of the additional
 
liquidity provided by the loans did, or will, result in the additional 
coca production. Drooping money out of an airplane the region,over 
providing more loans to other market intermediaries such as truckers, or
augmenting the am-wnt of liquidity av.ailable in the region in other ways
will all likely hLve the saie results. Cnly a substantial and sustained 
drop in tie price of coca will inyuce farmers to direct margin-il
liquidity anstly to ron-occa activities. IBTA dmCs not have any
depenrlabie -jcI:aoe of inprts-prducts that will compete with coca as long 
as there is a strong illicit market. In the absence of coca control,
farmers may be induced to diversify only slightly their production 
through lBTA's efforts.
 

Conclus ions 

(1) The agricul.tural credit activities under the CP have been too
small to make any significant difference in the region. The recent

treITmnous shrink9age 
 in the financial system, ample amounts of liquidity
in the Cap-are, s nmllmrqins on CP loans to farmers, and hankers' 
uncertlainties about the o-portunities for financialformal activities 
have sharply limitcd both the supply and demand for loans there. 

(2) There is almost no mobilization of savings in the Chapare by
financial institutions ayn there is ncFw substantially less formal
 
financial intermediation in the region than 4-5 years ago.
 

(3) As long as the production of coca is the most profitable

activitiy in the area, it is likely that at least 
some of the liquidity
provided by foral l
loans will leak into additional coca production, even 
with the tightest controls. In contrast, if the price of coca retmains

low, sone of the rural liquidity generated by coca income ray flow into
 
other activities.
 

(4) W ile farmers tray be willing to slightly diversify their 
econom.ic activities away frcrn coca toward activities developed by IBTA,
only a drop in both ofslirp and] sustained the price coca and local labor 
costs will make other crops and enterprises attractive. Only then will
farmers be interested in diversifying their production. However, lower 
labor costs will also reduce the variable cost of cc--a production.
Farmjc.,s in the Oia care already have large amounts of land planted to 
coca. As long as the price of coca will cover their variable costs of
production, which is largely labor, much of this land will probably stay 
in coca. 

(5) In the crop year 1986-87 it is doubtful if BC, FM=ACRE, and
BIG Beni can lend carefully and cheerfully a total of US$1 million under
the CP. The amount could well be less this.than half of These amounts 
might be doubled if the BAB were allcyoied to participate in the program. 

http:econom.ic
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(6) A margin of 4% on CP loans, even wi.h some sharing of the loan
 
recovery risk, coes not give lenders sufficient incentive to aggressively

lend to small farmers in the Chapare. Further, it is unlikely the
 
ccimnercial banks will use much of their own funds for lending in 
 the 
Chapare until there is a major ex:mansion in the airount of liquidity in
 
the overall tanking system. As long as this shortage of funds exists,

conmicrcial banks will continue 
 to severely ration icons to new customers,
small borrcwers, and those with weak collateral. Part of this rationing 
process will entail off-loading of additional lian transaction costs on 
non-preferrcd orrcwers. ibiaAver, the provision of USAID credit funds on 
attractive terms to private *=nks may alleviate this problem. 

(7) Most farmers in the Chapare will not have significaint access 
to forival loans util banks and credit unions located in the region 1:ein 
to imake agricaltural loans. Reactivating the branch of the az\B in Villa 
Thunari and allcy, iing it to participate in the CP would be an important
 
step toward givijn more fanners in the Chapare access to fornml loans.
 

(0) Under the best of circunstances a-n expanded and efficiently

functioning fin-incial systen will have little direct effect on 
 coca
 
production or enterprise diversification. The price of coca along with
 
the price and vields of alter.native economic activities will be the main
 
deterimnnts of farmv)rs' production decisions.
 

(9) Tle CP has placerl too much emphasis on the need for loans to 
help sped production diversification, and too little emphasis on the 
need to huild financial infrastructure in the Chapare that is accessible, 
efficient, and reliable. 

(10) Many of the technicians associated with CP, especially
extension agents, incorrectly feel that farmers will not adopt new crops 
and technicues without loans. Clearly, farmers are able and willing to 
try new things if they expect then to be profitable: witness the
 
trenii'dous increas-e in coca prcduction 
virtually without the assistance of 
fornal loans. Availability of loans can help speed the technological 
change process, but it doe>s not lead the charge. 

(11) CT technicians are likewise placing too much emp.asis on the 
need for medium- ar] long-term credit to assist in planting tree crops.
Iowever, the hardest thirg a financial market is asked to do is extend 
lono-term loans to farirters in areas where land titles are not clear andY
under inflationary conditions. If this constitutes a credit bottleneck, 
carefully examine the potential to use short-term credit (1 year) as a 
partial substitute for a longer-term loan. 
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Pzcorminda t ions 

(1) The credit activities in the CP should be refocused from
mainly disp.<nsinq lcans to concentrating on strengthening financial
infrastructure in the Ch.-niire. This should include deposit as well and 
credit services. Technical assistance should be focused on helping to 
reconstruct the crdi t unions in the area, helping to reactivate the
branch of the PAB, and helping branches of private ommnercial bnks in
the area improve their oixmrations. This should include r <duction of 
borrower aryi- diersitor trarj. --ion costs. 

(2) As quickly as>Dosible the BC should be encouraged to
transfer it-:; ]ei)-irK ccisi':,s for C11 loans to its branch in Villa
Tunari. US,I) inight bx fjrcx i t.) open the spread on loans made at branch
offices to encourage thi.: shIft. Placing mDre emphasis on short-term 
loans should aLso n-ke it eiasier for 1vik branches and credit unions in 
the Clajx-ire to beo ne involved in CP lending. 

(3) Until inflaj tion rates decline substantially, lenders in the
Chxire should be encouraged to concentrate largely on short-term loans. 

(4) 
should Iv 
mobili ,in 

In the 
i,ura,<1 

xgcipits. 

next two years financial inter-rdiaries in 
to x-:,coma more aqgr(s.uie al innovative 

The CP may .,ant to undt-erwrite the cost;s 

the Chapaxre 
in 
of some of 

these effort-..;. 

(5) USJlD-PL480 should scale dywrn their plans for lendin'g 1 7-8
million thirou:Wh ICIs in the Chapare.. At most, a target of about US 1;2
million thtrn,,h ICIs in nostly short-term lc :ins in 1987-88 appears to be more realit;tic. This asuras that coca production will decline in 
importance J the region and that financial intcrmdiarjes will be 
strengthen,.:] aii] will also be lerKding funds of their own in the region. 

(6) If intermediaries are still hesitant to lend signficant
amounts of iricaey in the Ci pre with the new arrang ements for sharing of
loin recovt,'y isk, US?.JI>-PDIBO may want to consider incrc:ising the
spread on CP agricultural icans from 4% to 6%. lhis might be done in
conjunction with encoir,iging the h:inks to shift their loan-imking
ecisons into the Civilpore. T1he key point to keep in mind here is that"outside C nay," s]hsuld not be made so cheap that it weakens the 

incentives of the honks to be aggressive about savings nbilization. 

Need for ]irpi:oved Fin-tncial Ma-lrkets in Bolivia 

USAID/13 has a large number of projects in its portfolio tht, likethe Chapore Project, include loan targeting. 'iis targetinig is seldom 
effective in achieving the overall objectives of develoie:ont projects
because of funqibility, the essential characteristic of all financial 
instruments. All too often loan targeting gives the designers of theproject a false sense of control, ends up introducing moyre friction into
financial mnkets and makes them eork less efficiently and eqjuitably, and
diverts y)olicym:mkers and donor employees from the important task of 
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improving the performance of financial markets. 
The opportunity cost of
 a fragmernted an] misplaced effort in targeted credit, is thethat Missiondoes not develop a more direct approach to treat the core problem:
improvirng the Frformance of the firancial system in rural areas. 

71e recent fornmtion of a groip in the Mission fcusi on ruralfinance prolems is certa inv a st .. in the right uirctjo,. LikAewlSe,the new ae... .nt of -,x- fir -Ica] 'sv-tm in Ba]ivia and the add-on
of the .... 

one 
.... p r tor n. rural fi:,.ce iin:lso
useful pts. It is U.loicial V ,I WY] 
 ttt ,-,h ,ission iI touchthe .,:a'y

with the Wrcid Phi'1; on itU; 1-w Jr i In rurlal fiv-inc(t. 

1he next steop for the Miss8 ion is to des iqn a r,-w )roje,ct, clos,'1ycoordii atW t h theW,)rl u 30A] tLvitnk IDB, will direc ti"adclrss theoveral.] probans of ...strucwre and] rforrince of rural firi ial 1-urkets
in Dolivia.. ffLi r ,ciA] rarke:ts aire so mdiy trac,.,ntNI a,¥dcontraict(i in th'u wontr,', AID v get a;Tre biun for Lmcck;s rlac(-d in thefinancial mirket project tin; ifyanney sp-ent in rin-iy other areas of the 
-LCOncrriy. 

IVAL1.1xrlc7 O R .:;liiK;." }:crTxsic'S ; A22'1 VrTn:s 

'Ib D! effective the-, resarch and exter:sion prcgram must prcxluce a lastingimp,3ct in tl-ee after pro-]ect funiinYg ends. 'Three strategies can 
be eff.c'iv(e:
 

1.
Wraini nj of o;:cro:nrs and farrvrsIn now techni cpju- w,liic willI ccn;tinue
to Le u:,-] I n t]me future. iE traini n -hou] qd b -v: :_ th. ;Ae

tran..( of s517ills, Lrt shou]d also Continuousi]y r.infaic, tht -a 
that
the far:.'.rb th, yelv(s n;40 to inn.vitp.; thoy Cnfnl)tI Anl-y w.. t Wr an
extennC .p I c:;I arr tell t1,) iit,'hito do. A!t'er the projcot ends


-1 "Y t,
it is Uel ,' win -;ion ia !nt: will -rct:I-<, available. 

2. 
Dissenin:, tion of Luh cntions for use as reference materials by
intcrested fame r after te project d 

3.
Introduction of arnimp)roved rn-tradit-io nal genetic material 

0xtensi Cr anzd reseirich activities hive -on evalal <d with resnI-xct tothis goal of pro:noting theme lung-term chaqges in prctLion practices. 

http:far:.'.rb
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Revised Extension Strategy 

The PP 	envisioned that extension activity would focus on 10-20 Ha.
Demonstration farms, of which 140 were to be established during the
project, 20 in each of 7 micro-regions at the rate of 28 per year. It 
was expected that the extension agents would develop a plan for each 
demonstration farm and the farmer wuld implement this plan under the
directio of the extension agent. The project would provide inputs as an 
incentive. 

Early in the project it was found that it would not be 	 feasible to 
imlement demonstration farms: 

* Coca was the principal 
farms. In the absence 
would be the principal 

cash crop on perhaps 99% of the Chapare 
of effective coca control measures, coca 
cash crop on the demonstration farms. 

IBTA did not have previous contact with the farmers. The farmers 
were not disposed to trust the recommendations of an unproven
gvernment agency, particularly in view of the perceived linkage
to oca control and previous unfavorable experiences with PRODES. 

* Most IBTA extensionists lacked prior experience in the Chapare and 
had not yet acquired the local agronomic experience needed to 
manage 	farm-size units.
 

No rational Chapare farmer could be expected to destroy his coca to plant
alternative crops, particularly when the technological package was 
unproven and the marketability uncertain. 

During 	 the first months of project irplementation, an alternative
extension approach was developed for the Chapare. In simplified form it 
includes the following steps: 

1. 	 A presentation to the communiuty explaining the objectives and
benefits of the extension program. Thexse presentations are 
typically organized through the farmer "sindicatos". 

2. 	 Following the presentation the community decides whether or not to 
request IBTA extension services. 

3. 	 In response to a request from the commnity. IBTA begins to
provide training and extension services to farmers, selects and
trains promoters, and establishes Demonstration Production Units 
(UPDs). 

The UPD is a demonstration plot or on-farm experimental plot
(fertilization and variety trials) on the promoter's farm. 

These have several purposes including research, training of promoters,
and to expose local farmers to new crops and technology. 
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Due to the lack of effective coca control efforts during the first1 1/2 years of the project, the original extension strategy wasurwrkable. The revised strategy appears to work very well and should beontinued. 

Ectension Activities 

In view of the difficult situation created by the lack of vehiclesduring the first year and lack of coca control until very recently,impressive progress has been made in the provision of extensionservices. Although the number of farmers interested in working withrx1-traditional crops has been limited in the past due to the strongmarket for coca, extensionists have nonetheless been able to gain theconfidence of communities, recruiting promoters and beginning to
introduce improved agronomic practices. Following the recent collapse ofthe coca market, requests for extension services and improved geneticmaterial has increased and now exceeds the capacity IBTAChapare. 

Personnel interviewed predicted that extension services will notbe provided in the Chapare region beyond the end of USAID funding forIBTA/Chapare personnel. Following termination of the Project, localromoters will, remain as the ONLY agricultural extension agents in thearea. This makes it imperative that training of promoters be the primaryextension goal. In the long run, it will be the promoters who implementimproved techniaues on tneir own farms and assist their neighbors whowill be in a position to upgrade agricultural practices in the Chapare.Promoter training should be ephasized. Promoters shculd be providedapplete aset of technical bulletins for their future reference. 

The project would benefit greatly from additional extensionists.EMery effort should be made to add three more extensionists toIBT/Chapare staff, bringing total numberthe to 12. To help close thegap in extensionist capacity, researchers should utilize UPDs forexperimentation insofar as practical since this will provide additional 
contact with promoters and farmers. 

It was not possible to observe directly the courses whichoffered as part of areextension activities. Hoever, a review of courseplans suggested that the material coveredwas in an orderly fashion, cdpersonnel who had attended courses indicated that they were beneficial. 

Research Activities
 

The overall research objective has been to identify non­traditional crop varieties and agronomic techniques suited to the humidQCapare environment. Research is also being conducted on forage andannimal production. Most research has been conducted at the twoexperiment stations, La Jota and Chipiriri, with additional research andobservation trials being conducted on selected UPDs. Even thoughpositive and valuable research results have been obtained, severalfactors constrain research effectiveness and indicate the need to modify
the research strategy.
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The two experiment stations are located 
 in wet life zones. TheChipiriri station in particular is located in an extremely humidarea having poor soils. 'This area not only has extremely limitedagricultural potential but is also atypical of the Chapareregion. As a result, it is difficult to extrapolate experimentstation results to the less humid regions of the Chapare whichhave greater agricultural potential. 

There has been a chronic lack of agriculturalrun the experiment stations. 
labor available toThis situation is so bad that theresearchers themselves must perform field labor andlabor-intensive trials cannot be undertaken. Recently laboravailability has improved since competitive market wages have 

decreased.
 

7he project duration is inadequate for conducting adequateresearch on the perennial crops which are felt to hold the mostpramise for economic exploitation in the Chapare.
 

7he most important aspect of research is dissemination of theresults, yet inadequate attention has been given to this problem.For example, researchers indicated that their results will bearchived in the acricultural library in La Paz, yet the efficiencyof this approach is questionable because the Chapare researchersthemselves did not use this library in researching their proposedprojects. They also indicated that research resultL. will bepublished in annual reports and stored in the Experiment Stationlibraries, yet copies of some previous annual reports are no
longer available. 

Perhaps even more important is the transfer of research resultsfarmers in a toform that is usable by them. Although promotortraining and introduction of new genetic material are theprincipal mechanisms for technology transfer to promoters andfarmers, the preparation and dissemination of simple croptechnology bulletins cannot be overlooked. This will beparticularly important as a source of reference material whenextension services are no longer available.
 

It is recommended 
 that the research strategy be modified in thefollowing manner: 

1. No more research should be conducted at Chipiririi this site haspoor agricultural potential and is atypic~l of the principalagricultural zones in the Chapare. Instead, the researchersQipiriri should redirect their research efforts 
at 

toward Puerto SanFrancisco and other drier areas.
 

An agricultural sub-station 
should be constructed near Puerto SanFrancisco as soon as possible to support this redirection of
effort. 
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2. 	 Give more attention to experimentation on UPDs as a means to
 
overcome labor shortages and to obtain experimental results from a
wider diversity of soil and climatic conditions than are available
 
at the experiment stations.
 

3. 	 Give increased attention to the introduction of new genetic

material for perennial crops (particulary non-traditional tree
 
crops). Varieties should be selected based on their proven

ability to perform in humid zones elsewhere.
 

Make small plantings at the La Jota station and also distribute
 
planting material to farmers throughout the area with the
 
objective of determining the adaptability to the diverse climatic
 
and soils conditions. Record the location of each planting so
 
that in the future (perhaps 5 years frn now) it will be possible

to return and determine the adaptability of these varieties.
 

4. 	 A publication/editorial committee should be established. 
Also a
 
full time editor should be hired to insure the quality and
 
consistency of the published research and extension reports.

Three types of reports are appropriate for three audiences:
 

Farmer: Short bulletin describing basic crop production

techniques. Use diagrams to the greatest extent possible.
 

Extensionist: Bulletins describing production techniques,

varieties, vields, pest control, fertilization, marketing

strageties, and other factors to be considered in the management

of a particular crop. 
May also include bulletins on particular

agronomic conditions in the Chapare, such as the soils bulletin
 
which has already been published.
 

Researcher: A research report, oriented for use by other
 
researchers.
 

All publications should be printed on a standard format and

punched for storage in a three-ring binder. Each extensionist and 
promoter should be given a binder containing all Extension and

Farmer 	publications. The objective is to disseminate this

information throughout the Chapare. 

Agroforestry Activities
 

Although the PP contains a significant agroforestry component,

little 	has been accomplished to date beyond propagation of laurel

Gliricidia, and Erythrina in nurseries. 

Many of the conditions which promr-t agroforestry activities inother areas are absent in the Chapare: tix-re is no lack of firewood, bare areas revegetate rapidly so that tree planting is 
not needed for erosion

control, lumber is abundant, and the natural "chume" regrowth probably
replenishes the soil nearly as good as any planted species. lbnetheless,
there are at least a few agroforestry activities which should be
 
undertaken in the project.
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* 	 Stand enrichment in the "chume" may be possible by introducing
 
fast-growing species suitable for poles, lumber, or fruit.
 

Planting 	of a woody legume may improve the nutrient levels in
 
"chume" 	soils.
 

* 	 Pare-stand planting of fast growing species such as eucalyptus
 
hybrids adapted for humid zones (hybrid seed available from
 
Aracruz, 	Brasil) to feed the proposed particle board plant, or
 
trcpical 	pine for lumber.
 

Technical Assistance
 

Technical assistance (TA) is provided to IBTA/Chapare through the 
Experience Incorporated consulting team consisting of six long-term
 
onsultants (2-4 years). The project provided for 18 man-years of 

log-term consultancy, of which 12 ran-years have been utilized to date. 
Table 8 summarizes the utilization of long-term consultants to date and 
our reccmmnation for utilization of the remaining budget for long-term 
cnsultancy.
 

7ABLE 8: 	WtZ TERM TEMnICAL ASSISTANCE ONSULTANTS SHOWING STAFFING
 
LEVELS TO DATE AND RED UTnURE STAFFIWG LEVELS.
 

Cbsultancy 	 Staffing to Recommended Staffing

Spialty 	 Date (man-yrs.) (man-yrs.) 

(Codinator/Ag. Econcmist 2 	 2 
Agricultural Economist 2 	 0 
Extension 2 2 
Troical Horticulture 2 1 
Agronomy & Systems 2 0 
Soils & Fertilization 2 1 

The project provides for 45 man-months of short term TA of which 
approximately 40 man-months remain available at this time. It is
 
recrnrended that for short-term TA be focused in the following areas: 

Integrated pest management

Marketing, processing and storage, post-harvest
 
Agroforestry
 
Pig improvement
 

ditional short-term consultants may, of course, be needed to address 
the needs of specific crops, etc.
 

The team of long-term consultants appears to have adequate
technical backgrounds and have complied with contractual terms.They have 
done an adequate job given the conditions of the Chapare, but need to 
stimulate counterparts and be more aggressive and creative in the role of 
planning future research/extension priorities. Hbwever, we recommend 
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that t c EI team take a more aggressive role in planning of research
activities that produce technological packages utilizing both perennialsand annuals. Tho years of research effort has been focused primarily onannual crops and now is the time to sh-ift emphasis to perennial crops.
It is strongly recommended to consider the technological packages
suggested in previous studies (MACA-PRODES-IICA, 1982) and select those
that might be adaptable to Chapare conditions for further field 
investigation.
 

It is apparent that there are 
cmmunication difficulties between

the technical assistance team, SBDT officials and IBTAChapare
researchers and extensionists. Furthermore, both the consultants and
IBTA/Chapare personnel have admitted to being partly at 
fault in this
 
matter. 
The essence of this problem is not clear-cut and is a very
 
difficult one to assess.
 

Consultants complain that their recommendations are ignored and
 
that counterparts frequently exhibit technical prejudices which
 
are difficult to overcome. This frustrates their effort and
 
desire to provide effective technical services.
 

IBTA/Chapare personnel complain that consultants do not make
 
enough effort to communicate with them and do not spend enough

time in the field.
 

Fortunately, both parties feel that this situation has improved

considerably over time.
 

We recamiend that the consulting team make every effort to spend
as much time as possible in the field with IBTA/Chapare personnel and
conscientiously attempt to overcome any potential communication barrier.
Also it is recommended that one El team member remain thein Charare 
during the days the rest of the team is visiting Cochabimba.
 

On the other hand, IBTA/Chapare personnel must realize that p-art

of the burden for the effective utilization of the consulting team lies
 on their own shoulders. 
If they feel that they are not obtaining the
 
type of services or input that consultants should provide, it is the
responsibility of each and every IBTA/Chapare technician to approach the
 
consultants with their questions and needs, and to keep asking until the
 
response they want is provided.
 

Environmental Adequacy of the Selected Crop/Livestock System 

Environmental conditions much of thein Chapare region, andparticularly in the more humid micro-regions, are ill-suited for the
production of many crops. 
in 

A number of the crops which are being promoted
the region could perform better under less humid conditions, and

virtually all of the annual crops being considered for the Chapare can be grown better in other regions of Bolivia. However, the production ofannuals such as maiz, frijol, cow pea, rice and selected vegetables are
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being promoted as a means to improve the local diet or to take advantage
of marketing winccws. As such, continued experlmontaticn and prcnotion
of these annual crcps is hichly juit:fied. Even when economic analysis
demonstrates that these annuals are "uneconomical", they can be
critically imporrant subsistence crops wnen the farmer and his family
have no alternative employment opportunities.
 

The project's focus on larce animals (buffalo and dairy cattle and
their forage) is inconsistent with sccio---concmic and environmental 
conditions in the Chapare. There apcears to be no justification

whatsoever to nmintaining the dter buffalo. Maintenance of the dairy

herd is also not justified because of: 

* bor genetic quality of the breeding stock. 

* Excessive humidity which increases disease and related 

problems. 

Lack of interest in cattle production by farmers in the 
Chapare. 

The continuation of the foraqe program is similarly not jusified,

since its sole purpose is to support the large animal procram which is

unsustainable in the area. Future livestock efforts should be focused

exclusively on small animals (eg. pigs, chickens, rabbits,
ducks, cuy). 

Ecological Life Zone/1and Use Catabilitv 

The land use capability analysis, based on ecological life zones 
described in the PP establishes an objective foundation of ecological
facts concerning the coinrrative suitability of the lands in the Chapare
for sustainable humn occucance and scc:o-ecnomic develotment. The 
analysis indicated that the widely-Ecpuiarized beliefs in a hich 
agricultural potentiai. fox. Qi-a'are in Thethe are error. failure to 
adequately plan and the resultaint ifailure to achieve original

agricultural goals 
may very well ]ave been a major influence behind the 
voluntary decisio.i by a ma3ority of settlers to turn to coca production 
as a major economic activity. 

By utilizing the life zone/land use canability analysis it is
 
possible that the on-coing develctrcynt process might be rL.-oriented to 
take advantage of tIe nirticular opportunities which are offered by the 
specific eclcgical conditions of the Chapare. 

The annuaLl crcnq technolocical rackaae develcoW by the IBTA/EIteam is .st adapta-le to ".e0 r. half the Qiapare.the (drier) ot 
Bwever in wtter areas of tne C-.arare, alor main trunk rcad and
piedmcnt areas, clcan--illed -innuals are uneconcmic exceet as s-all scale 
components of s u-i-zrmxnoent and permanent tree crcpping systems in 
rotation with na-turally rtnencratel] forest fallcws. The land capxability
analysis indicates that this farmers exFnrience is valid. While oreater 
productivity and an enlarged assortment of ccrmmercial crops can probably 
be grown, it is not advisable to eliminate this agroforestry focus.
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Agricultural extension and research program should incorporate
this agroforestry and per anent crop approach. Both rnixed and singlespecies'plantings should be tested to determine the best combination for
given land and soil conditions. 

Farm Planning Units 

Soil suitability has been evaluated at the UPD's which compriseonly a single field on a farm, but overall farm mapping and planning has
not been undertaken. Each farm has its particular set of soil types,

land forms, floodable areas etc. that the farmer has 
 to deal with. Theimprovement of agriculture, even on small farms (10-20 Has.), requ*res as a pre-condition, the preparation of a farm plan, including a map of
future production subdivisions and cropping and rotation schedule. We
recommend that such a plan be based upon a detailed survey and map of the
physical conditions of the farm. Technological packages develoced should
then take into consideration each land forn and special soil conditions.
 
The survey need not enter into detailed soil taxonomy, but ratherindicate the soils, slope, drainage unit-combinations and their inherent 
individual production possibility, crop adaptation, requirements as to
farming practices, and calendar of synchronized annual activities. 

Marketability of Selected Crops 

The PP focused largely, if not exclusively on the promotion andproduction of crops for market outside of the Chapare. 
Hbwever, if the

prices for coca remain suppressed the production of subsistance crops
will become an important activity in the future, as it hs been in the
past. This riukes it both appropriate and necessary for the project to

focus on scme 
 crops having limited market potential (example: the 
promotion of frijol and cow pea as a protein source).
 

Although annuals generally show little marketing potential, a few crops do show some promise if they can take advantage of market 'indows
in Cochabanba theor local Chapare market. For example, the production
of tomatoes is reportedly already profitable, as long as they enter theCochabamba market between June and August when production in the Santa
Cruz area is affected by cold. A similar window my 'xist for "choclo"
maiz. (A truckload of Q-iapare choclo was taken to Cochabamba during the
last week of August but the farmer was unable to sell any. This may have
been a marketing problem, since he attempted to circumvent established
 
market interndiaries and sell dirctly to the public).
 

There appears to be a better market potential for perennials, coca

being the most obvious example. Barknas and citrus have been important
Chapare exirort crops for about two decades, and while the economic return
is not high the narket is well known. Coffee, being prcnoted as a new 
crop in the region, also has a known and accessible narket. 

Non-traditioal crops such as macademia, cardomom and black pepper
nay have significant market potential, but the ability of Cliapare 
products to comq>pte in the markets is unproven. 
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There are several important narket constraints tht must be kent in 
mind. The high cost of transrportation between the Capare and Cochabamba
will have a large influence on marketability. Trucking prices along this 
route are established in a monopolistic fashion and coca income has
substantially inflated trucking costs. The continual washout of bridaes
and culverts makes the availability of transport uncertain dtring the wet 
season. The marketability of some crops is also affected by currently
depressed economic conditions in Bolivia. Hz: ever, the new Santa Cruz
 
road may open a new and inmprtant market. 

Feasibility of C>ainesino Implementation 

The techniques being promoted by IBTA do not entail agronomic or

processing activities any more ccmDlex than those required for coca
 
production. For that reason it is felt that the level of technology
being prcmoted by the project is not unreasonably sophisticated and
implementation is well within the capability of Chapare colonists. The
scale of implenentation will be subject to market conditions and credit 
limitations. 

Credit 	Needs and Linkaaes 

As a result of coca production the Chapare has experienced a hugeinflow 	of cash and there has been a high level of rural liquidity. This 
suggests that there is little, if any, need for credit activities.

However, several factors have hindered the small farmer from translating 
coca income into savings or significant productive assets. 

Hyper-inflation from 1983 through 1985 effectively wiped out 
existing savings and effectively discouraged new savings. Thepurschase of dollars was the only liquid form of savings available. 

Most of the small farmers targeted by the Project have little 
previous money management experience. Many of their purchases 
were of limited productive value or had no productive value
w4hatsoever. Examples range from second hand vehicles which
quickly broke down to the purchase of beer "by the square mt'.er" 

Newer colonists, with five years or less in the region, are still
 
recovering the start-up costs of constructing a new home,
land-clearing and planting. 

* 	 The coca boom inflated prices in the Chamare by perhaps 50%, 
diminishing the purchasing pcwer of the inflated income. 

* Much investment went into increased coca production, arguably the
 
mst prcxluctive investment available. 

Interviews with farmers involved in the project, and casual
inspection of their hlmes and farms, reflected little if any accumulation
 
- alth in any form as a result of coca production, with the exception 
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of an occasional chainsaw. Thus, while there are indeed many areas where 
the influence of ccca wealth in visible (automobiles, houFing
improvenents and restaurants), this is not the case for the farmers 
participating in the project who had been selected, in part, based on 
their limited area in coca production (and thus limited coca income).
 

Repeatedly farmers indicated that they are experiencing financial 
distress due to the collapse of the coca market and could not plant

substantial areas of new perennial crops without credit. 
 The principal
impediment is not the cost of planting new perennial crops, but rather
 
the expense of weed control for several years between the time of
 
planting and harvest.
 

In view of these circumstances small farmer credit would 
substantially speed up project implementation, but is not essential. If 
the agroncunic practices being prcmoted by IBTA found to beare 
economically viable, many of them will be implemented without loans,
 
albeit at a sicwer pace.
 

Loans are considered critical to the successful imlementation of

only those activities where centralized processing centers can be
 
important because: (1) production can be concentrated in a single 
geographic area having favorable soils and climate, (2) a centralized
 
production area facilitates collection, and (3) a substantial volume of
 
production can be realized over a short time span.
 

Will the provision of credit and other assistance provided by the 
Project cause coca production to increase? This issue can be effectively 
argued from both c=irection-s: 

NO. By implementing improved agricultural techniques and through
 
the development of new markets, the farmer will be provided an
 
alternative to coca production. In the absence of these 
alternatives, he will tend to produce subsistance c-ops for food 
and coca for cash, even when coca prices are quite low. 

* 	 YES. The Project will improve the farmer's infrastructure and 
utilization of inputs. It will pro-.te developrent of the 
technical skills needed to apply these inputs effectively to 
increase yield. This }hxwledge and infrastructure can be readily 
transferred to the production of r cca. 

However, in the end it will be the price of coca, not the 
availability of credit or agronomic skill, that will determine whether or
 
not credit or other Project assistance promotes coca production.
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EOJTION OF RESEARCH AND =EXZION ACTIVITIES 

Logistical Support 

The project has been plagued by severe logistical support problems
related to procurement. The process has not only been unreasonbly long
but has also resulted in purchased equipment having characteristics very
different from that specified. 

Photocopy machines for Cochabamba offices were purchased thrcuch a 
dealer in La Paz rather tian in Cochabamba, and as result the 
project must fly the technician in from Li Paz every time the 
photocopier needs servicing. 

IBTA/Chapare vehicle procre-ment required 18 months, and the 
vehicles which were obtained did not have heavy duty tires,
 
esuspension systenc and other components recommended for use in
 
the Chapare.
 

* A variety of hand tools were specified for 220 volt rating, hut 
110 volt machines were purchased (Bolivia uses 220 volt system).
 

* Radio equipment was specified to have 120 watt power rating, but 
only 50 watt units were obtaned. 
These problems appear to be largely within the USAID procurement
 

process and caused considerable delay and frustration.
 

Nursery Suroort 

Nurseries have been constructed at the experiment stationsi 
this

stock is sold to farmers. Communities have also developed nurseries 
support their own plantings. It is felt that insofar 	

to 
as possible future


nurseries should be constructed by the communities because:
 

1) 	 The cost per plant in a community nursery is lower thm at the 
experiment station nursery. 

2) 	Transportation costs are less because community nurseries
 
are constructed near the areas to be planted. 

3) Construction of community nurseries provides farmers with 
more skills making them increasingly self-sufficient.
 

4) 	 Experiment station nurseries do not have adequate capacity
to support a major planting program. 

It 	 is recommended that future expansion of nursery capacity befocused on community nurseries. Experiment station nurseries should
focus on propagation of plants for experimental plantings and propagation 
of 	new varieties.
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Project Pkcinistration and Mahnaqemnt 

There has been a real and obvious effort to achieve results in the
field, particularly on the part of I3TA/a-.aare and EI. E-urthermore, the
IBTA/Chapare and EI Personnel have successfully adapted the general

extension approach outlined in the Proiect. 
 The Dositive results which 
have been achieved in the field to date stem directly from this approach. 

On the other hand, inadecate attention has been given to the 
resolution of procare-ment problems which have constituted the greatest
single hinderance to project imDle-nentation. This problem apears to be 
largely a USID problem, although it appears that this problem could have 
been pursued more vigorously by the SDBT and given more follow-up by EI. 

From the outset the project has been plagued by conflicting

interpretations of the relationship between SEBT 
 and IBTA/Chapare.
Basically, the SDST staff felt that it has a supervisory role over
 
IBTA/Chapare activLties, IBTA/iChaare the
whereas felt that SDBT role was 
more appropriately one of ccordization among tie various acencies
 
involved in the Chaja~re project. Unfortunately, the PP tends to be

ambiguous on this issue. The net result is that SDST has developed an
 
unnecessarily close supervisory role over IBTA/Chapare. 
 This has 
resulted in an additicral layer of bureaucacy within the project

administration which, in cases,
many has been detrimental to project 
execution.
 

It is strongly recommended that closer a relationship be developed
between USAID and the Project to help resolve the procurement problems

and to iron out differences among the various implementation entities.
 
The SDBT should focus rcre closely on ocordination, creait and mrketing­
related activities and should rct attempt to act as a technical reviewer

to the IRIA/Capare team. The SDBT agricultural production coordinator 
should spend the majority of his ti.e in the Chapare coordinating and 
planning a research extension activities jointly with IBTA technicians. 

AEMINISTRATIVE/I1ZTI=TICNAL DEVELJP%=N 

Institutional Linkace 

Administratively the CP and GOB counterpart was placed in theMinistry of Planning und Coordination (MPC) under the direction of its
Subsecret - and directly responsible to the Inter-ministerial Czmmittee­
(1C) con. :,q of Subsecretaries of Finance, Interior, Eefense, Foreign
Affairs, .'ilture, Eealth, Educraticn and ransportaticn. Tb insure 
GOB/USAID • :ination between coca control and rural developinent 
programs the Subsecretary of Interior as included in the DIC to link
coordination at the highest levels. The IMC meets periodically. 
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SDBT
 

Day to day project administration 2s delegated to the Secretariatfor the Development of the Bolivian Tropics (SDBT) in Cochabamba. TheSET is responsible for overseeing project implementation, coordination,planning, and evaluation activities. It is c--mposed of the (1) Director,(2) technical ccordir.aticn unit (aqricult:ural production, agroindustrialdevelopment, regional planning, public works, field coordination, and
evaluation) and (3) administration unit (controller, contract specialist,general services official). hle director and key personnel are appointed
by the IMC in consultation with MFC and USAID. 

SDBT subnits specific project implementaticn problems forresolution by the Charare District Consultative Council (CODIai),
composed of Cochabamba De,-artmental implementing agencies as well as
(]apare farmer organizatcns (eg. Federacicn de Colonizadores del Chimore 
and the Federaci6n Es-rcial Agraria del Tropico).
 

For all institutions involved in the CT and especially the newly
formed SDBT, the first two years of project implementaticn have been
difficult at bst. 
First, the success or 
failure of the CP is dependent
on one important factor- the control cocaof rcxduction. The lack of an
effective coca reduction program greatly hindered Projectimplementation. Second, continual social agitaticn in Bolivia during
1984-85, including strikes and 
 road blocks, caused serious setbacks infield implementation and work plans. LBoth so2io-Colitical problems and
the humid climate of the Chacare restricted field work, resulting in an
effective work Period of six months annually. Third, the washout of
roads and bridges, coupled with lack 
of funds for repair, creates a
physical barrier which imp-des implementation activites. 

Despite the difficulties encountered by SDBT and IJ3TA/Chapare not
one case was reported of an employee who abandoned his work to enjoy 
more 
lucrative incomes in the drug trade. 

To date SDBT has not been able to fully exercise to its role as
originally envisioned due to two basic problems: (i) The MPC has been
weak in implementing the institutional frmrc .Ark of SDb-T and as result
ahas given it relatively low priority and (2) USAID has not delegatedsufficient resrnsibility and authority or clearly defined the role of
SDBT so that it-can function in an effective planning/ccordination

agency. The indifference that the C-B has shwn the SCST c mbined withstrong 
USAID interest in project progress has resulted in an inzce where
SDB3T functions practically as a local divisicn of USAID. Eliminating thelarge agroindlustrial ccncept can help greatly in getting USAID back to aproper role in -.the a7,are ccrmwx)red to its present dcrin.ating 'rniticn.
This would require, nowever, a cnsiderable strengthening of SELT'scapacities beyond what ncw exists. 'Meinstitutional strenqtheningrequired for long term improvement could be established if USAID acted asa financing donor agency chanunelling funds throuh the MIPC. Instead ahand-holding approach beenhas taken to insure that GCB counterpart 



- 50 ­

planning/ coordination activities progress without bureaucratic delay
and that acministrative positicis are not subject to rolitical w,,hims.
U[SAXD must reccx.naze t thisdt current insctuticrai arrancezrnt,
althcugh advantageous for Project implemecntaticn inay result in another 
impotent institution after project financing has terminated. 

Within the last year SDMT has accented the resmonsibility of
executing public works projects which have !:een imrarmnt in caining

community and farmer ocnf.dence, but at the san. timre prcblematic for
 
SDBT since pro~ect executicn Js not in their :rx< or work and as a

result disperses the efforts and attention of 
their princi pai
responsibility. So.e of t:e funding for these nuiic works ccmes from PL
480 which can not ount on ccntainuous funds due 1:o shcrtaces in thle
 
government treasury whic-h only adds to the 
 frustrations of S,-2'T. In
order to reiniorce the SEBT cocrdiniatinq/plarning role it is recmm=ended 
that future rpublic %.Aorks be placed with a regicnai implementing agency. 

SE3T is probably overstaffed and recuires reorc.anization. The
individuLl scorn-s of work need to ho refor-.ulaLred in order to establish a 
new division which would take res;rx.nsibilitv of -he ccm:ercializaticn and 
market analysis of acricu iural and nrc rcxjuced in theucts iorestrvChapare. ;n initial idea for SDL 2 internal reorcan.;titcn the creation
of administrative, technical, and corercializactcn unit is sucoestedt in
Figure 3. In addition to utilizing C=lovees :rora erficientiy, there is 
an urgent need to adm,,inister 7ore direct (xcontrol over employees,
including follcw-a with ccordinaticn activities. Ce method for
improving internal acministraticn of SLLT is to establish standardized
 
procedures for the follc aing activities:
 

1) inventory control 
2) credit anazlysis procedures
3) procedure for analyzing agroindustrial project feasibility
4) preparing reorts establishprcoress ana reasonable 

deadlines (15 d-ivs arter rerort pericx terminates) for 
sutirtission to apprcpriate project m.nagers. 

There are frecuent ne-as for bth SEET and IME'A to have joint

planning or ccordir-ticn activities; ho>;ever, sincl stat: men-ers from
 
neither instituticn hold a le-:d.'thLp role over the other, roiects 
seldom are collaborated jointly. For ea-bl, cblicatjcns for
camrnpsinos are that ninut bothtuvecvwreCuire frc:m SElT and ILTA staff 
members, Wot as vet tbhat coordin:aticn has nrot b1Yeen realized. 

SH-U' rerx-rts, both administrative a.ndl technical to 1-SAID project
manager and-l controller seem to cover p _rtinent Issues an relay hcnest 
assessnent of the C.amre pruect. It is recctnenned that a rerr ing
procedwure fonr:it no estaiolished in to reduce p1aj-prWsrk e:nd increase 
readership.
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USAID Procurement 

The purchase of field and laboratory equipment through USAID 
channels has been slow and problematic. Since purchases up to t7500 can 
be approved locally this problem has been alleviated somewhat. Both 
IBTA and SDBT need to implement a follw-up procedure where past 
procurement requests, cmplete with authorization dates, response, and 
obser-vations are sum-arized so USAID procurement can conduct effective 
follow up. 

USUAD Staffinq 

Currently within USAID there is one project manager, an associate 
manager, both located in Ii Paz and one project assistant located in the 
offices of SDET in (2B. The relationship between the associate manager 
and assistant is i.- well-defined, but the need is obvious for an 
administrative person to be located in C=!3/Q(n-pare. It is recommended 
that the futu,:e USAID project manager be allowed to devote only part of 
his time to administrative matters and another portion of time thinking 
about developmental strategy as the project evolves. The assistants for 
the project should spend at least 502 of their time in the project area 
(Chapare) in order to understand the socio-econcmic and technical 
implementation and advise the project aanager of chianges needed to insure 
that impleuxnnation runs smoothly. 
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List of Persons Interviewed 

USAIDolivia 

George 'achtenheim Deputy Director
Robert Asselin PD&I Chief
David Johnston Private Enterprise and Rural Development 

Chief*John Fasullo Private Enterprise and Rural Development
Steve Miller 	 Chapare Project Director

lbnald Mercado Associate Project Manager

Alfred Nakatzunma 
 Assistant
Oswaldo )\ntezana 	 Assistant Project Director
Angel Diaz PD&I Deputy

Bambi Arellano 
 HHR
Don Yel.iman U.S. Embassy, Chief NAU-Enrique Valverde Head of NAU-CBB 

Private Sector
 

Alfredo Alexander Ponce Manager, Banco Industrial y Ganadero del
 
Beni, s A. Cochabanba
 

Dr. Oswaldo Tejada 
 Credit Manager, Bank of Cochabamba 
Ferrufino 
Ing. Fernando Pessoa Manager, Industrial Alimenticias del Valle, 

CochabambaDr. Mauro A. Bertero G. 	 President, Banco Agricola de Bolivia, La PazDavid Blanco Executive Vice President, Banco Hipotecario 
Nacional, La PazCarlos Cbssio Yuca flour proposal, Cochabami-ba

Alfredo Salazar 	 Agropecuarias Copacatana, Czc!bambaDiane Anderson Kudzu proposal, Coch-ibamba
Ing. Luis Arteaga Weill Jefe Programa kgrcquinmca, CORDEO, 

CochabamnbaIng. Oscar Ibjas Villarroel Industrial Engineering Dept., University 
of San Simon, CochabambaE. 	 Sanchez de Lozada Manager, Industria Maderera de Prensaje y
Afinamuentos S.A., Cochabamba 

Dr. Miguel Pocha, M.D. Q'apare
Ursika Anders, Chapare 
Teresa Schreiber, Chapare 
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SDBT-Cochabamba 

Carlos Montano Director
 
Waldo Telleria Technical chief
 
Rafael Vera Evaluation Coordinator
 
Mario Cudia Coordinator of Credit
 
Antonio 1brrico Coordinator of Planning
 
Conrado Camacho Coordinator of Public brks
 
Willy Iblters Administrative Chief
 
Enriaue Jaldin Crops advisor
 
Carlos Alarc6n Field Coordirnato-

Miguel Angel Garcia USAID agroindustrial advisor
 

IBTA - Cianare 

Francisco 7annier Director 
Jorge Aldui1 Le Director Pq. Exp. Sta. La Jota 
Franklin LIastra Director Aq. E x. Sta. Chipiriri 
Gexardo fbdriguez Planning - Cacao
 
Jos6 Antonio R,,marez Director, Communications Unit
 

Investicators - ThiDiri
 

Felix Saavedra
 
Sergio Thrrico Fernandez
 
Luis Prado Nzgaies
 
Jaime Claure
 

Investimators - La Jota
 

Angel Cartagena 
Max Ibjas
 
Eduardo Avala 
Luis Lennis 
Roberto Dclqadillo 
Cesar Meialla 
Alicia Lndivar 
Cesar Diaz 
Arturo Cuispe 
Jose Caiac.o 
Onofre Torres
 
Emigdio Conzalez
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"Promotores" (IBTA/Chapare) 

Daniel Garcia
 
Augusto Espinoza
 
Jesus Alc6n
 
Aurelio Moya
 
Pastor Quiroga
 
Angel Aries
 
Francisco Rivas
 
Jose'Aguilar
 
Guillerno Boflo
 

Extensionistas 

Javier Guevara
 
German Inturias
 
Arturo Quisce
 
Juan Altamir:uo
 
Leandro Chirircs
 
Leon Vallejos

Gumercindo Pz-csta 
Rolando Escobar 

Experience Incornorated
 

Dr. Gerald Cens Chief of Party

Dr. Merritt Tvlor Ag. economist
 
Dr. John Bieber Farming Syste-Ts

Dr. Alfredo Alvarado Soils Management

Mr. Joe Lopez a- tension agronomist

Dr. Jos6 Mndonedo lbrticulturist
 

Interministerial Conmission
 

Dr. Freddy Heinrich Subsecretary Min. of Planning and Coordination 

Other related institutions 

WNDE Ing. Federico Lucero 
Ministry of Health - Saneaiento Ambiental 

- Ing. Walter Soliz 
- Ing. Juan Carlos Pecaides 

Abel Lizarazu, USAID Advisor 

SNC
 

Ing. Victor Ovando Rural Bads II Project Director 
Lic. Silvia Anqulo Auditor 
Ing. Trinidad Zamora 1.SAID Advisor 

MACA, Distrito de Riego No. 1, Cochabamba, Ing. Jorge Caballero, Director 
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