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ACTION llﬂ-’6:775:5;:‘\ CONSISTENTLY IN OEFICIT SINCE 1982, ¥ITH THE
(b S atiuhdddday DODLLL LI Svecescecscsmcucrecnsmnencncatanemraonn AMOUNT RANGING BETWEEN OOLS 133 MILLIDN TO D0LS
ACTION OFF1 LASA 363 FILLIOK OVER 188:-1935
INFO  FPA-E2 LAIC-01 LADP-24 |4D3-81 PDPR-@) GC-9: GCLA-93
PSC-€1 GCCM-02 PPR-B1 ES-8) RELO-01 PRE-B6 TRSY-g) . 8. THE FAJOR CRUCES OF THE ECONOMIC
/838 Al X16 DIFFICULTIES INHERITED Br THE PAZ ESTENSSORD
------------ e e e L L DL D GOVERNHEMT INCLUDE THE FILLOMING:
INFO LOG-28 CIAE-83 EB-32 DOJE-E ARA-80 /Cgo ¥
“emsmcene wesermeee 311008 1618262 /38 . (1) CONSIDERABLE PTLITICAL INSTAEILITY:
P 1614372 KOV 37 NOT CHLY WERE THERE FRIQUENT CHANGES OF A'D
FM ANEMSASSY LA PAY VITHIN GOVERNME'(TS DURINJ THE 192@-128% P{RIO2
TO SECSTATE WASHDC PRIORITY 3473 BUT TKE GOYERMEINTS N POsER “AILED TO CEVE.OP
COHEREMT ECCROMIC POLICIES uh) WERL 4OT AELZ TC
UNCLAZ SECTION @1 OF 11 LA PAZ 11187 RESIST THE CENADS OF STACNG, LEFT.ST OCM NaTED
LABOR UNIONS FOR KIGHE WAGES ANC OTHER BINEFITS,
ALDAL
. {2) SUBSTANTIAL OPERATING OEFICITS WERE
E.0. 12356: N/A RUN UP BY TKE STATE ENTERPRiISIS, PuRTICULARLY
SUBJECT: ESF CONCFPT PAPER: THE CASE FOR FY BOLIVIA'S MININS INDUSTRY WM |CH FACED SER 0JS
1968 ESF ASSISTANCE TO BO.IVIA DIFFICULTIES EVEN EEFDIE THE SOLLAPSE 0F "IN
PRICES OWING TO HICH PIOILCTIIN CCCTS, LOV
1. THIS MESCASE SUMMARIZEC THE CONSLUSIONS OF PRODUCTIVITY, NJIMERCUS STRIRES AND HIGK
THE ECONOMIC ANALYSIS AND RATIOKALE FOR "HE USA D TRANSPORTATION COSTS,
FY-130¢8 ESF BA.ANCE OF PAYMENTS ALS'STENCE
PROGRAF, PRECENTS & LIST CF THE MalY TCP €3 TC EE . (3} A HUSE FOREIGY DEET #AD BIEN
INSLUDED IN Th: PCL.CY DIALOSUE W T4 TFE GIB #Nu ACCUPULATED AS A RESULT OF TH: OPEFATING GEFICITS
DESCRIBZS PROFISEC USIS CF L3ICAL CUIREMNC-. OF BCTH THE GENERAL GO/EANMENT &KD THE STHTE
FOLLONING WALKINGTCN REvIEW AND COMNENTS, A PiAL ENTERPRISES, KWS WILL A3 TC CCJ/ER PIRIISTENT
WILL BE SJEMITTED IN JANCARY. MIZS'ON REQUESTS BALAKCE OF PAYKINTS DEICITE AND TO TINNCE
WASHINGTON REVIEW CF CONCEPT PAPES BY UNSOUND PRIJECTS JURING THE 73S AND ZAR.Y 83S.
MI2-DECAHRER, AND OF 2A4D BY LATE JINUAR' OR
EARLY FEBRUARY. . (8) AN INELASTIZ REVENJE COLLICTION SYSTEM
CONBINED WITH FAU.TY ESONCR:C POLICIZS GRIATLY
2. THE ECCNDM/ IN REENT YEIRS: BACKGROUND AGGRAYATED THE MAINITUDE CF T4E BUJGEIT CEFiZIT
AND ANALYSIS. AND ¥AS A MAJOR CAUSE OF THE 4YFER-{vFL2T 0%

TOTAL GENERAL GOVERMMENT REVEWUE AS 2 PROPOSITICN
« A THE PRCSLEM THAT MAS CAUSEL THE GTESTEST
CONCERN TO THE GOVEFNMENT wNJ THE GENESAL PUBLIC
BETWEEN 13B! A0 1926 IS T-E INFL-T'ON H'CH
BECAME A HYPER-INFLWTION DUR'NG 1¢84-8%, THE
RATE OF INCREASE CF T4E GEMEIAL CONSUMER PRICE
INJEX CLIMEED FROM w IATE OF 32 PIRZENT N 1981
TO 123 PERCENT X 1982, 276 PERZENT IN 1183,
1,281 PERCENT IN 1924, AND 11,758 PIRCEN™ N
1985, THE PRCXIMATE CAUSES OF THE !NFLATION MEFE
TKE LARGE AND GRIWING BUDGET DEFICIT OF “HE t
PUBLIC SELTOR (CINTRAL GCVERNMENT AND STWTE
ENTERPRISES), ALONG W'TH SUBSTANT A B:N CRECIT
EXPANSION TO T4E PR:VATE SICTOR. THE ANnUAL RATE
OF BANM CRECIT EXPANS'ON TD THE KON<-FINAKCIAL
PUBLIC SECTOR !NZREWSID FROM 287 PEICENT IN 1983,
T0 1,165 PERCENT 1IN 1984 AUD 17,808 PERCINT Ix
1985, DURING 1934 wN) 1985, THE FATE CF BANK
CREDIT EXPANSIIN YO T4E PR-VATE S[CTOR WaS 1,480
PERCENT ANC 15,892 PERCENT, RESPECT!VELY

« THE RUN-AWAY INFLATION WAS NOT THE ONLY
ECONOHIC PROBLEM INMEIITED B THE PAZ ESTENSSCRO
GOVERNMENT WHEN (T ASSUMED PIWER N AUGUZT 198%
OTHER PROBLEMS INCLUOZ A SUBSTANT AL AND
CONTINUING DECLINE IN THE REAL GDP, LARG: DEBT
SERVICING AND SUBSTANTIAL DEFICITS !N THE BALENCE
OF PAYMENTS. THE REAL GDP DECLINID EACH YEAR
SINCE 1881, WITH A CUMULAT VE DECLINE BE"WIEN
1982 AND 198% OF 17.8 PERCINT; VW LL REAL PER
CAPITA GOP IS ESTIMWTED TO HAVE FWLLEN 8% 26
PERCENT OVE? THIS PER1OD. THE CIFICIT N THE
CURREINT AZCOUNT QF THE BALWNCE CF PAYMENTS ROSE
FROM DGLS 176 MILLION 1w 1582 TO LOLS 28% MILLION
IN 1385, THE OVERALL BALANCE OF PAYMENTL WAS

UNCLASSIFIED
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ACTION ALD-0D ' ABOLISHING ALL INFORT RESTRICTIONS AND
meeesmscressnciocaian soomee smeseccas seemeoe meesescomoas wreseeneces REPLACING THE FORAERLY WIGH TARIFF STRUCTLRE WiTh
ACTION OFFICE LASA-B2 A FLAT 18 PERCENT AD VALIREM DUTY :SUBSEQUENTLY
INFO FPA-82 LAS0-DY LADP-B4 LLDR-8) PDPR-@] GC-@) GCLA-B3 RAISED TO 2@ PERCINTI;
PSC-91 GCIN-D2 PPR-@: ES-@: RELO-B1 PRE-86 TRSY-BI
/832 Al X16 ' AMD RESTRUCTURING AND RAI IONALIIING
-------------------- i b L e LT THE STATE OWNED MINING COMPLEX COM:IBOL/
INFO L0G-8§ COPY-8. CIAL-08 EE-29 DODE-9C ARA-£0  /8D1 W '
""" sememcessc-e-]110853 1616232 445 38 « 0. FAR RANGING AS THIS PROGIIAN IS, IT DD NOT
P 1614872 NOV 87 REPRESENT THE SUM TOTAL JF THE GOVIRUMINT'S
FH AMEMBASSY LA PA2 EFFORTS IM THE ARZA OF STABIL 'Z/TH(N. aDZI1JKAL
TO SECSTATE WASHIC FR'ORITY 3474 MEASURES WIRE ENAITEC N 1886, #MILE OTHES WEIRE
INCORPORATIO I1N"0 TKE 5936 STANI-E) AGREEENT
UNCLAS SECTION 82 OF i1 LA PaZ 11187 WIT4 THE IMF. THE MOS™ IMPOR™ANT (i THESE LATTEF
MEASURES WAS A& TAC REFORY W~ ICH GR:ATLY
AIDAC SIMALIFIED THE TAC SYSTEY, AND WHI(H
REP.ACED A NUMEER OF TAXIS CIFFICU,T T2
E.0. 12355: N/A ADMINISTER WITH A GENERA. 30 PERCE!T VALUE ADDJEO
SUBJECT: ESF COVCEFT PaPER: THE CASE FCR FY TAX WHICR SAN BE :REil'El AGA.K3ST THE PER:ONAL

IRCSHD TAX, RST LT AT 2 riaT iZrrRonut.
.

OF GOP DEZLINED “ROM :1.S FERCENT IN 198% TO ONLY

4.0 PERCEST IN 1384. . E. THESE VARIJUS MEASURES H2D & DRAMATIC

IMPACT ON THE ECOYOMY. THE BUDIET DEFICIT OF THE
. (S' THE DISRUPTIVE EFFECTS OF INFLA™ION CN CONSOLIDATED PUBLIC SECTIR &S A PESCENT OF GD®
PRIDUCTION, INCESTILES 8ND ILCOME D STRIEU™ION DEC.INED FA0M 32. 4 PERCENT IN 1385 TO ONLY 3.3
WERE FURTAER EXAZEREATED Bv "HE O.EFVALULT.OK OF PERSENT (N 1966; [HE ANNJAL RaTi OF  NZRELSE OF
THE E).CHAYGE RATZ ALD THE 1922 *DiDCLLARIZATICN' BANC CKEOIT TO THI PLBLI: SECTOR DICLINED FROY
OF OOLLAR DEFCSITS. OVIRVILUATIO" CF TH! 17,808 PERZENT N 1985 T3 28 PERCE'T IN 1586; THE
EXIHANGE RATE COMTRIBUTEID CIGNIFIZANTLY 10 THE RATS OF INZREASE IF MONEY! SUPPLY (2. DEC.INED
BUJGET DEZICIT Bf CAUSING SER13US LAGS Ih REVENLE FROY 7,388 PEFCENT IN 1935 TO 84 PIRCENT IN 1936,
CO.LECT 045 £ND SRELTLY DILCCU2SING EXPOSTS, AT ANG THE RATE OF INCREASE OF THE CO!SUMER FR Cf
ON: TIFE IN 1935 EMPORTER. RECEILED IN FESOS AS INDZX DECLINED FROM 11,720 FEPCINT IN 1388 -0
LITTLE AS FIVE PIRCENT OF THE TRUS VYALUE OF THEIR ONLY §5 PEICENT OJRING THE TWELVE~ONTH PER 0)
EX’ORTS. THE "DIDO.LARIZATICN" REDUCED ENDING IN JECEMBEX, 1986  (THE CU'RENT RLTE OF
SUBSTANT1ALLY "HI REAL vAL.E OF SLV N3S LND INFATION 1S IK THE FANGE OF :@ 10 12 PER! RIENTI.
FUITHER USDESM NID PUBLIC ZONF IDENCE IN THE THE DOLLAR-BOL IVIANO EXCYANGE RATE HaS INZREAED
GOVERMKEN:. BY OKLY 8 ERCEMT BETWIEY DECEMEER 1386 AMD

AUGJST, 1937,

C. N CONTRAST TO (1S PREDSICES3OR

GOiEiH"N S, THE AC™INITRIT Oy 07 PRESIZENT N F. AN IMF TEARY THA™ YISITED BO.1VIA 1IN "HE
VISTOR PAI ESTENISO:0 MIVES OQUICK.Y T ACOPT & FALL OF 1936 FOUND THE GIB IN FuLl COMPL I4NCE
FAR RANGING FROGIAM TO CHECK THE FYPER-ILFLATION WiTA ALL THE TARGITS SET IN THE DOIS 40 MILLION 7
ANI THE CIUNTRY'; SLIDE TOVARD ECINOMIC CHADS. STAYD-BY NIGOTIATID EARLIEY THAT YEAR, EXCEPT FOF
ON AUGUST 25, 1935, LESS ThAll FOUS WEEKS AFTER THE REDUCTION CF iRREARS 1O PRIJATL SUPPLIERS, A .
ASIURING THE POW:R, ThE GO(ERNZENT "S3UEL A DEFICIENCY_THAT W3S KEMEJIED BY M)[-JULY 1085
STABILIZATION DESREE WHICH INCLUDED THE FOLLOVING OM THE OTHER KAND, DISBUASEMENTS OF THE DECEMBER
PO.ICIES:

A SUBSTANTIAL RECUCTION it THE FISCAL
D!'ICIT Bt FREETING PUB.IC SECTOR WAGES;

. ADOPTION OF A FLEX BLE FOPEIGN EXCHANCE
ADJUSTMENT MECHANISM ‘NVOLVING DE\ALUATICN AND
UNIFICATION OF THE EXCHANGE RATE LND PROVIDING
FOR A TWICE WEEK.Y AUCTION SYSTEM

. A SUBSTANTIAL INCREASE IM DOME:TIC
PETROLEUN PRICES TO BRING THEM INTO LINE W'TH THE
WORLD MAR4ET PRIZE, WHIZH GREATLY INCREASED
GOYERNMENT REVENJES;

. RAIS!NG THE RATES OF OTFER UTILITIES
INCLUDING ELECTRICITY AD TELE2HONE, T0
COMPENSATE FOR ASTUAL SZRVICE CODSTS;

. ECINNATING INTESEST RATE CEILINGS OK
AL DEPOSITS AND LOKNS, AS WELL AS CONTRCLS ON
PRICES OF ALL COIMODITIES FRODUCED BY THE PRIVATE
SECTOR;

UNCLASS IFIED
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ACTION AID-32

ACTION OFFIZE LASA-22

INFO FPA-£2 LACO-B1 LAP-B4 |(ADR-03 PCPR-81 GC-§1 GCLA-22

PSC-81 GCCM-82 PPi-91 E3-@1 RELO-B: PRE-06 TRSY-9)
/€38 A1 X16
INFO LOG-82  COPY-91 CIAE-B4 DCDE-92 ARA-§0 /688 W
cesmeemecen eemeee- IN@Y 1616252 /41 28

P 1614072 NIV 87
FM AMEMERSSY LA PAI
TO SECSTATE WASHDC PRIORITY 3475

UNCLAS SECTION 83 IF 11 LA PAL 11187
AIDAC

E.0. 123%: N/A

Suaezlis 137 COWCIFT TWFIR. “ni CAS[ FOR FY
31, 1986 AR DF THI MARCH 11, 1937 STuNIBY
TRANSHES WERE SU'P'ND[D BICAUSE THE GOB HAS

BEFISIT Anb_ﬂﬁ_[_g_,‘_p_u_!,_o prLU:E U SETCLE
DEETS WITH THE DOF:STIC PilhﬂT[ SECTOP

PRINCIPALTT YESORY aND QMRIDENTAL) ™

. G. ANOTHEZ [HF TEAN VISITED 30LIV A IN
MID-JULY OF 1987 AND SUCCISSFUILY NEGOTIATED A
THREZ-YEAR IXTENDED FUND.TACIL T/ PROURIN
PROVIDING FIR SOR 133 M:L.IGN OVIR A “HIEL-VAR
PERIOD, PLL3 SCR 23 MILLIIN IK UDISB.RSED FUNIS
CARRIED OVER FRCH JLIEMBER 31, 1386 AND MASCH OF
1981, THE AGRECHENT COUTAINS “HE STAUDIRD INF
PROVISICKS 417K RESPECT T3 SEILIYGS ON SET
DOHESTIC ASIETS OF TvE CENTALL B.Ne, "0'aL BuN®
CREDIT EXPLYSICN T) PRIVATE AND 2UB. IC SECTOrS,
ARREARS, IMIURRENCI OF NEZ DEB™ 9F (ESS THIN TEN
YEAR MATURITY, AMD CwANGES IN NE® INTERNATIONAL
RESERVES.

o Ho BOLLIVIA AND 17S OFTICIAL RILATERAL
CREDITORS AJRIED T) RESCHIDULE D3IL5 6L1 MILL ON
IM EXTERNAL DIBT PAYMEN™S (INCLUIING ARREARS) AT
THE PARIS C.UB MEETING HE.D IN JUNE 1985, TWELVE
COURTRIES PARTICIPATED N THE HEITING, ALL OF
WHICH SIGHED THE ASREEMENT, TWO COLN"RIES (SOUTH
AFRICA AND 3RIENTI'MAI AGRIED W T4 THE TIRM3 EUT
DID MOT SICY, THE BILATERAL DEBY WAS RISCHEDULED
OVER 18 YEARS, WiT4 & FOUR, AND IN SOME CASEL,
FIVE-YEAR GIACE PERICD. IN ACCOIDANCE ¥ITH THE
1386 PARIS SLUB RESCAEDULING, BO.IV!A KiS
RENEGOTIATED SEPKRATELY W'TH ExC+ MAJOR CRED!TOR
COUKTRY THE INTEREST RATE AND OT4ER CONDITiONS

IN GENERAL, INTEREST RATES ON COYCESS OYAL LDANS
WERE FROM 2.25 PERZENT *0 3.7 PEICENT, WMILE FOR
REGULAR LOANS, THE RATE RANGED FI0M 6.8 PESCENT
TO 7.29 PERZENT, D [N SIME C4SIS, L BIR PLUS
1.8 PERCENT. CEBT WITH AGENT N3, EOLI/IA'S
LARGEST CREJITCR, 4AS RESZNECULE) 7O BE REPA D
OVER A TWENTY-FIVE YEAR P2 RGP, VITK FIFTEEN-YEAR
GRACE AT EIGHT PERZENT (MTEREST.

BEFORE THE END OF 1987, BOL!/tA HOPES TO
RENEGOTIATE RIPAYMINTS ON ITS BILATERKL DEET TO
PARIS CLUB MEMEERS TWAT FaLL DUE BETWEEY Jul® 1,
1987 AND DECESER 31, 1992, WHICH AMOUNT TO
APPROXIMATELY DOLS 363 Mi.LiOn

3, ECONOHIZ REACTIVATION

LA PAZ 51187 @3 OF 11 1618202

« A THE MAIN TASX THAT PRESENT.Y CONFIONTS THE
BOLIVIAN AUTHORITIES IS THE REACTIVATION OF THE
ECOMOMY. THE IMF ESTIMATES THAT 3CLIV-RA°S REal
GCP DECLINED Br ABCJT THREZ PERCENT IN 1386,
WHILE GRCWTH IN 1887, IF A4Y, IS .IKELY TO EE
VERY SMALL (4ITHIN A RENGE OF 2ERD TC TW)
PERCENT). A FEW 1N)ICATORS, INCLJOINC CIMENT
PRODUSTION AND THE 2URCHASI OF ELZCTRICITY FOL
INDUSTRIAL USE, SUCSEST THAT THE iCVERHMINT KH.S
SUCCEEDEC 1N ARRECTING THE DECL-K: IN ECINOFIL
ACTIVITY, A CONCLUSION CONTIRMED 3Y THE WUCH E3S
PESSIMISTIC QUTLOOM OF THE PRIVAT: SECTOA.

STILL, VIGORIUS GRCJTA DEFINITELY HAS NOT TaKiN
PLACE SO FAR OJ4ING TO A NUMBER OF FACTOR:
INCLUDING CREDIT TIGHTAESS, LACh OF CCHFIDENCE iN
LONG-TERM PO.ITICAL ANC ECINOMIC STABILITY (I.E.
POUBTS AS TO WAETHER SLCCEIDING GIVERNNE (TS Wou.D
FOLLGW ThE 3akD LiBIRac EOORINIC 4C0ELi, The
SUBSTANTIAL DIFFICU.TIES EXFERIENCED B* THE
MINING {KDUSTRY (WITH SCHE 33,800 TO 40, 308
MINERS LAID OFF), Y4E MULTIPLIER IFFECT INTAILED
BY THE SKARP DACP IV [XPORT ERRNIYGS, DE.AYS BY
ARGERTINA |k SETTLING IT5 JEBT FCY PES™ 3AS
DELIVERIES, AND DELAYS IN EGOT.ATING a YEW
EXPORT PRICE FOR NATURLL G3S, A PICBLEN THAT WAS
XOT RESOLYED UNTIL JCTCBER 1987.

o B TO HELP PROFITE ECONOMIC RIACTIVATION, THE
GCD ISSUED 1IN JULY 18, 1937, AN ECONOM'C
REACTIVATION DECREE WdICH ISTEE! I3HED &N
EXTRAJRD IKARY FUKD OR ECCY0MIC RIACTIVATICK OF
DCLS 182 MILLIDN TC FINANCE THE WIRKING SAPITaL
REQUIREMENTS 0F THE AIRICU.TURAL, MANUFAITLR (MG
AND MINING SECTCRS, AND 7O FRCVIDI SEED 4OMDY FIR
LOW INCOME KOUSING ZONSTRUSTICN., OTHER

UNCLASSIF!ED
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ACTION AlD-80
ACTION OFFICE LASA-02
INFO FPA-@2 LAIC-DI LADF-3&4 |LDR-3) POPR-§) GC-8! GCLA-B3
PSC-£1 GCCM-02 PPR-B! ES-81 RELO-B1 PRE-86 TRSY-BI
/838 A} X16
INFO L0G-28 COPY-@L CIAL-98 EB-9B DODE-@0 AR2-C@ /801 W

meesememecesceae 10132 U16310 445 38
P (614077 KOV 17
FM AREMBAZSY LA PAY

TO SECSTATE WASHIC PRIQRITY 3476

UNSLAS SECTION 84 OF !1 LA PAZ 11187

AIDAC
E.0. 12)%5: N/A
SURICET.  Ler ~OWCEDY PAPED:  THE CASE FOR FY

PROVISIONS INCLUJEC A FCRM:LX FCR SETTL1MG THE
EXTERNAL 3URL1C DFPY OWED TO FORE'GK BaNrS (THE
FOIHUL A PICPOSID IN:C.VED PUICKASING BACH SUCH
DEBT AT ITS CURRINT MIR4ET PRIZE - 4BSJT 1S CEN'S
TO THE DO.LAR - ANC SOLICITIYG GR.N™ FLNIS FRCM
BILATERAL DOMCRS FOGF “HIS SEPUICHASE, «IiH THE
I ACTINI AS 'NTERMEDIGRY TO CCLIECT THE NEEDEL
RESOURCES' ; PRIMILGATID A CE™ OF SELL.ATIONS 10
REAABILITATE THE BAYK K3 SYSTEM A'D TO ELTABLISH
AN EFFECTIVE SUPIRVISORY. MACHINERY, INILiDING
ESTABLISHING A SUPE: INTINCINIY CF BaNn3,
SPICIFYINI STR.CT DEPOSIT/LAPITAL RaTICS AND
REQUIRING TKE BAYKS T2 #ainTaiN STECIAL FESERVE
ACICUNTS SGAINST LOLNS IN «RIEARS, LOWERID
INTEREST RATES Ov LOAYS GRANTED T3 “HE PFOCUCTILE
PRIVATE SICTOR WiITk FIN2S LESIVED FROS E:TERN:L
CONCESSIDYARY 3O0JRCIS (IC . 1BOR PLUS Fivi PERCENT
PLIS A “RLINTENRYCE OF waLJE™ SLASE); LIWERED
EKZRGY AND TRRYUSICRT RATES, PAITIIULAAY THOSE
CRARGED T) ThE ECPCFT SICTOR; AN. ANNZUNLCED A
STRATEGY PLACING MA:0R £MP-ASIS O% “HE PIONOTION
OF KON-TRADITIONSL EXPO3TS. TO THIS £ND, “HE
DEZREE REINSTITUTED THE TATIFF REFUND CEST FICA'E
(W1)Ch RESUNDS 14PCST DJTIES ON IMPCRTED LiPUSS
PAID BY EXPCRETERS) AND ESTRBLISHES “HE NAT:ONJL
INSTITUTE FOR THE PRONOTION OF EXFORTS (INPEX!,
ONITE THAT A1D 15 CURRENTLY DEVELOP NG A PROJECT
TO PROMITE EXPORTS OF NON-TRADITISNAL PRCDUCTS |
HE.P DIVERSIFY T4E BOL 1 ViAW ECINONY, INCFEASE
FOREIGN EXCHANGE ERTN'NGS KND ASSIST WITH “HE GCB
ECINOMIC REACT VATION E:FOFT',

. ADJITIONAL PRO/ISIONS INCLUDE THE
RESTRUCTURING OF STATE-OWNED BANKS IN ORCER TO
PUT THEM ON A SE.F-SUPPIRTING BASIS, AND THE
ESTABL ISKYENT OF A WATIONA, COJNCIL FOR OCIAL
PO.ICY TKAT WOULD OUTLINE THE GCVERNMENT'S POLICY
I¥ THE SOSIAL AREA (HEALTH, KOUSING AND
EDJCATION' .

4. RATIDNALE FOR ESF A3SISTANCE

f THE BASIC RATIONALE FOF THE PFOPOSED DOLS 30
MILLION E3F AS3ISTANCE PROCRAM FOR FY 88 IS AS
FOLLOWS:

« A THT ESF PICGFAM WiLL CONTRIBUTE RESOURCES
TO FINANCE THE EZONOM'C REAC™IVATIOH PROGRAM BY
PRIVIDING FOFE:GN EXCHRNGE FOR THE :M°CRTA™ION OF
RAY MATERIALS, IMTEFREOIATE AND CAPITAL (DODS FOR

INCOMING
TELEGRAM
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THE PRIVATE SECTOR; AND BY GENERAT NG LCCAL
CURRENCY FUNDS TO BE USED TO MEET "HE CCUNTERARY
REQUIREMENTS FOR JSAID PRCJEC™S AS WIL: A7 FOR
PROJECTS FINANCED BY THE PULTILATE} AL OEVELOFHENT
CANAS (nDBS - IBR) AND 1JB). EXAMILES CF USAID
PROJECTS FOR WHICH COUMTEIRPWR™ FINsNZING WOULD BE
PROVIDED BY ThE E5F FROGAM INCLUDI THE CrAPARE
REGICNAL DEVELOPMINT PROJECT, STREIGTHEKING
FINAKCIAL MARLETS, PROMOTION OF NOL-"RADIT(ONS,
EXPORTS, ANG THE IKDUSTRIAL TRAHS!I® ION
PRIVATIZATION) PICIECT, COUNTERPIRT FINANCING
T0 MDBS CAN BE EXPECTED TC SPIED D SBURSEMENT &F
BOLLAR FUNIS PRIVIDED BY THE NTER'ATI{WAL
FINANCIAL [NSTITUTIONS, AND THUS ' CREASE THE
SUPPLY OF FCREIGN EXCHANSE KVAILABIE TQ Bulivia,

« B, THE PROGRAY WILL PROVIOE BALANCE OF
PAYMENTS SJPPORT AND THU3 NELP RED: CE THE
UNFINANTEQ Ra! ANES OF PAYMENTS GAP  TO THP
EXTENT THAT THERE IS SUCH A GIP, INPORTS RIGHT
NAVE TO BE CURTAI.ED. THE BALANCE OF PAYMENTS
GAP AXALYSIS 1S SUMMARIZED IN TaBLi 1. NOTE THE
FOLLOVING:

(1) MERCHANDISE EXPORTS ARE EXPECTIO TO
DUCLINE FROM OCLS 625 MILLION IN 118 10 &
PROJECTED DOLS 473 MILLIIN iIN 1388, OR BY 23
PERZENT OVER THIS THREE-fEAF PERIQ.. THE DEFICIT
ON CURRENT ACCOUNT 1S EX?ECTED TO :NCREASE FROM
DOLS 252 70 DOLS 564 MiLiICn OVER :93%-18iB, AN
INCREASE 07 OVER 129 PERIENT,

. {2} THE OVIRALL BALANCE OF FAYMENTS
DEFICIT 1S PROJECTED TO QEM.I4 AT sBOUT T:E S&*E
LEVEL BETWZEN 1985 AMD 1386 -+ 1,E. DOLS 212
RILLION. 1T IS EXPECTED TC BE FIN.KZED MOS“LY
THROUGH THS NON-PAYMENT OF INTERES: AND
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ACTIOH A1D-90 - ememmuseoccea eecccmnn camae eneenes
ACTION OFFICE LASA-0: - 1)MEDIUN AND
INFO FPA-2 LACO-01 LADP-84 (ADI-83 PIPR-§ GC-9: GCLA-9) - LOAG-TERN
PSC-21 GCCM-02 PPR-B1 ES-G1 RELO-8) PRI-95 TRSY-dl - CAPITAL -122.8 LS 5.2
/839 AL 16 - -DISBUISEPERTS 232.7 133010 284,201}
B DL L L T ceeeenee L L e TT PP . - ~AFORT[ZATIONS
INFO LOG-E®  COPY-BI CIAE-B8 €8-20  ODIDE-80 ARA-0B /@01 W - PAID “154.8 458U -64.801)
----------- se-ese-315136 1613317 S41 38 - =AFORTIZATIONS
P LELADIL MOV W) - NOT PAID  -177.3 =& 9 (1) =125, B(1}
FN AMENBESSY LA P&L - ~OTHER CAPITAL
TO SECSTATE WASKDC PRIORITY 3477 - WET) S24.1 800 20D
UNCLAS SECTION #5 OF 11 LA PAL 11187 - 2) 3FORT TERN
- CLPITAL MET),
AIDAC - ELRNINGS FROM
- TEE INFORNAL
£.0. 12356 N/A - SEC10K,
SUBJECT: ESF CCNCEPT PAPER: THE CASE FOR FY - & ERRORS
- L ONISSICNS  318.9  238.90)  280.9 (6}

ANORT ITATICN OUE ON THE PUBLIC CEBT (THROU3H
LEL, TOTAL CLRRENT

. TARLE | «  TRANSACTIONS

= AND CAPITAL
- BOLIVIA: SUMMARY OF BALANCE OF PAYMENTS = BOVEMENT (OR BCP
- FCR 1985, 1537 & 1518 « CEFICIT; 111} -2k8.8 =348 ~311.8
- IN MILLIONS OF USH) = sesessescocsces secesce Soesess seeoen.
- 1986 () 19V (E)  19BR (E

. CURRENT ACCCUMT
- s} 407,90 -522.4 -567.9

- mecowen sacsasveas ssesmese === -em wrsoocen

= A, GOOCS, SERVICES,

- AKD IHTEREST

- (123) -490.0  -a36.8 -611.6

- 1, MERCHANCISE  -164.9 -338.7 ~363.4

- ~EXPORTS

- Fos 54¢6.6 0190 an.m
- ~IMPORTS

- Cif) =118 -710.6(2) -g41.2(D)
- 1, SERVICES

- oen -25.8 -16.8 -28.701)
- 3. EARNINGS FRON

- INTEREST =381y -3 ~298.2

- =RECE1VED 12.4 15.4 Q) 1.1 Q)
- ~INTEREST

- PAID | =147 -154.0(1) 213701
- “INTEREST

- NOT PAID -137.1 0 -112.100 0 <35.541)
- =QTHER RENT -48.4 ~$1.4(2) -69.102)
= 0. UNILATERAL

- TR&NSFERS 911G 14 s 1137
11, CAPITAL ACCOUNT 8¢, 8 174.% 25%6.1

= A DIRECT

- INVESTRENT 0.1 2.9 k1 % A3
= B, OTHER CAPITAL 186, 1 152.% 225.1
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ACTION AlD-88 o C. THE CASE FOR BALANCE OF PAYMENTS
smescene eevesecmcnne wemeee- e e ASSISTENCE 1S STRENGRTENZD EY THE )EED TO
ACTION OFFICE LASA-82 COMPENSATE FOR “HE CCMBINED LOSSES TO THE
INFO FPA-82 LACO-1 LADF-B4 (SOR-33 POPR-81 G3-81 GiLA-83 BOLIVIAN ECONCHY RESLL™ING FROM THE FALL IN THE
PSC-81 GCCH-P2 PPR-@1 ES-81 RELO-81 FRE-26 TRS/-§) PRICE OF TIN CVER 19£5-85, FND THEFEAFTER, N THE
/833 AL X16 PRICE OF NATUFAL GaS; AS WELL A3 F(R THE LOSSES
seseenmescacsuconoacn sommeveren SSefsesssccscsscuccastcoccecceas --- IN FOREIGN EXCNANIE EAPNINGS EXPECIED T0O RESU.T
INFO L0G-8@ COPY-@! CIAE-89 EEB-09 DODZ-88 A3A-00 /@61 W FROA THE DISRLP™IOK CF NARCCY:CS TEAFFICKING,
""" Sossemsees=e=311173 1E16312 /41 38
P IBIETL NOV 87 « D, THE ESF PROGRIM NAS BEEN, AMD VILL
FM AMEMEAISY LA PAL CONTINUE TO BE, AN [FPCRTANT USS IS RIKEAT FIR
TO SECSTATE VASHIC FRIORITY 3478 ENCOURAG Wi CCNTINUEL GOB CCOPERATION IN THE JREL
OF NARCOTICS CONTROL. SECTION 511 OF THE FAA
UNCLAS SECTICN 86 OF 11 LA PAL 11187 IRPOSES SPECIFIC NARCO™ICS CONTIOL RELATEL
RESTRICT ONS YKAT APFLY T0 THE APPFOVAL OF ESF
ALOAC ASSISTENCE TO BCLIVIA, OVER "HWE PIST YEAF, U3
AND BOL{VIA NEGOTIATCRS DEVELOPED 4 PLAM FOR OB
£.0. 12385 /4 MARZOTICS CONTROL ACTICNS O SEVERIL FACNTS,
SUBJECT: ESF CONCEFT PAPER: THE CASE FOR FY CONTINUED ESF ASSISTINCE IS AN IMPCRTANT ELEMINT

OF WAL PLAN, N ADLITION, CLOSE (0B-USG
COOPERAT 04 SINCE MIC :936 S™ARTIIG VITH

* A COUNTEFPART OPERATION BLAST FURN:CE) RESULTED IN THE

ITEMS [N ] [ N [N} DISTRUCT 0N OF A SIGMIFISANT NUMBEF OF
= B, LOANS PECEIVE0 160.90) - - LABORATORIES ENC PROCESSING FACILITIES, AS MELL
= B, INTEFEST aN: AS IN OTFER FCRKS OF INTERDICTION., MORE
. AMORT I ZATIOM RECINTLY, THEFE W25 EEEN SUES"AuTISL PRCGFESS IN
- NOT FA O 314.8 1518 28.% THE GOVERNHENT®S VOLLNTARY (OCA ERSDICATICN
= C. ESFreop PRO:RAN,
. ASSISTANCE 1.2 1.2 L )] .
= D NET INCERNHA- . « E. F'NALLY, THERL 'S A STRONG (ASE FOF
- TIONZL RESEFVES CONTINUED US SUPPORT FOR BOLIVIA'S DEMICRAT'CMLY
- (UNF INENSED GRP) ELECTED GO/ERMMENT THA™ HAS SHOJN (OLSICEFAB.
- (INCFEXSE POLITICAL COUKAGE IN TAKING THE NECESSARY STES
- IS nIKUS) -2:0.1 ~16.7 11.4109) TO STAEILIZE THE ECONOMY, FREE 1T FROM

UNNECESSAR( CINTROLS, ESTABLISH A PUCK MOFE

FOOTNCTES: FAVORAELE ENVIRONMENT FOR GFOWTH OF THE PRIVETE

Pi= FRELIMIMAFY FICUFES

Ei- ESTIMATED FIGUFES

SOURCE: FOR 1985 AMD FIPST KaLF CF 1367: CENTREL
BANr OF BOLIVIA (ECE); FCR 1367 AS A WKOLE

. AND 1883, SOURCES AS INDICATED IN FOOTAOTES,

(1} USAID MISSION ESYIMATES

2V IMF ESTIMATES.

B: ESF/BOP ASSISTANCE IS EACLUDED.

W' IMF ESTIMATE EDCLUDINC ESF/BCP ASSISYANSE

5) USAID EST MATE BLSED CN THE ECB'S DATA FOR

- PART OF TKE YEIR.

(6: USAID EST MATE BASED CN IMPRCVED CDCA

- ERADICATION EFFOFTS.

@) TH S AMCURT COFRESPONLS TO A FAR (ANDEAN RESERJE

. FUND} LCAN WHICH THE ECB EXCLUDES CCNSIDERING IT

- IS A SHCR™-TERF LOAN, A5 A FESULT, THE IMF'S

- CALCULATIONS SFOW APPROXIMATELY DOLS 123.8

- IMCREASE N NET INTERMATIONAL RESERVES FOR THE

- YEAR.

8) PURPOSE OF 198% PROJECT'ON IS TO SHCV

- UNFIMANCED BOP GAP WITHOUT ESF A3SISTANCE,

B9)  GAP VITHOUT ESF/B0P 4SSISTANCE,

RESCHEDULING), AS WELL AS THROUGH A DOLS 9!
MILLION DECLINE IN MET INTERHATIOMAL RESERVES
(SEE TABLE 1), THIS DESLINE 15 PROJECTEC IN
SPITE OF AN INCREASE "N OFFICIAL LOAN
DISBURSEMENTS FROH CNLY DOLS 133 FILLION IN 1U3S
TO A PRDJECTED IS 254 MILL:04 IN :938. OF THIS
DOLS 284 MILLIDN, OCLS 30 PILLION 1S ATTRIBUTASLE
TO PLANNED O!SEURSEFERTS BY THE WCRLD BANK AND
THE 100 TO FIMANCE THE CONSTRUCTICN OF THE GAS
PIPEL INE TO BRALIL.

UNGLASS IFIED
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ACTION OFF‘CE  LASA-82

INFO FPA-B2 LKCO-31 LADP-B4 LADR-23 POPR-£1 GC-21 GCLA-83

PSC-B1  GCCH-32 PPR-P1 ES-B! RE.O-P! PRE-§6 TRSY-@)
/830 AL )16

R L L T L L L T Tupspuppipyupupy temeeme Peuncacnvearmssnnmona

INFO LOG-88  COPY-p1 ClAZ-gP E3-98 DOCE-83 ARA-IB /8L W

""""""""" 311254 1516321 /41 38
P 1614877 nov 87
FM AMEMBESSY LA PAY
TO SECSTATE WASKDC PRICRITY 3479

UNCLAS SECTION 27 OF 1) LA PAL 11187
AIDAC

€.0. 123%6: N/A
SUBJECT: ESF CONCEPT PAPER: THE CASE FOR FY

SECOR AMD UNCEFTAKE A DETEFMINED CAIPAIN 10
ELININATE HARCOTICS TRAFFISKING, THE
PRESCRVATION OF TH13 DEMOCRATIC, PRIVATE SECTOR
OX{ENTED FORM OF GOJERMMENT (S BY NO MEZIS
ASSURED.  FAILUFE IN REACTIVATING T4E ECINIKY, IN
REDLCING THE SEFIOLIKESS €7 THE ULNEMFLOYIENT
PFOBLEM END IN KAISING PER CAFITA INCOME THET KiS
BEEN SUBSTANTIALLY ZROCED 31MCE $3E3 SOL.D WELL
GENERATE SUCH DISCONTEANT 43 TC GE4ERLTE A MAJOR
PCL TICAL LPHEAVAL., THROLIKILT SOUTH AFIRICA,
TrIS WOULQ BZ T4KEW «$ A FAILLRE JF LS -
PRESCRIBED ECCNRCM'C POLICIZS, AND &S A FAILURE OF
THE US TC BACH TROSE PCL:!CIES.

S.  STRATEGY FOS FY-1988 £5F ESSISTAMCE.

« A THE BASIC GOALS OF USG POLICY IN 30.1VIA
ARE: () MAINTEMAKCD OF A STAELE AN OEFICRAT'C
SYSTEH OF GOVERFMENT AMD INSTITUTICNELI2ATICN ©F
THE DEMOCRETIC FROCESS; (2 PRIVATE SECTIR LED
ECONONIC RECOVERY; AND (3} NARCOTICS CONTROL.

. 0. MCNETARY, FISCAL AND EJCHANGE RATE
STARILITY KAVE EEEN ACRIEVED; SO HAS THE
ESTABLISKHENT CF A FREELY ELECTEC GOVERM4ENT,
WITK FULL PROTECTION FCR MINDRITY RIGHTS. THE *
MALN TASK NOW IS TO ASSURE THE MAINTENAKIE OF °
ECONOMIC STAB/LITY AND OF TKE RECINTLY
ESTABLISEED DEMCCRASY, TO ASSIST THE GOVIRNMENT
Uh REACTIVATING THE ECCNOMY, AND TO SET THE BASS
FOR LONG-TERM GEOWTH. ASSISTENCE 10 THE
REACTIVATION EFFORT WilL HELP ADVANZE US3
WARCOTICS AND DEMOCRAZY RELATED GJALS SINGE THE
SURVIVAL OF THE CURRENT GOJERAMENT DEPENIS, T0 A
LARGE EXTENT, OM THE SLCCESS OF (TS ECONIMIC
POLICIS,

« €. US GOALS IN BOLIVIA ARE BEING SUPPORTED
TNROUGH ALL ELEPENTS OF “HE USAID ASSiSTANZE
PROGRAN, INCLUDING PROJECT ASSISTANSE, THE PL-438
PROGRAM AND ESF FINANCED 8ALANCE OF
PAYMENTS/PPIVATE SECTOR ASSISTANCZ, THE ESF
PROGRAN AL 0.7 CANNOT BE EXPECTED TO ACHISVE ALL
Ut GOALS.  HOWEVER, 1T Wi Ll ‘1) RELIEVE
B0LIVIA'S SHORTAGE OF FOPEIGN ENCHANGE DJRING
L9808 AND THUS EMAELE THE GOVERNMEHT TO MAINTA'N A
LEVEL OF IMPORTS CONSISTENT WITH THE GODA.S CF IS
REACTIVATION PRCGRAM, AND {2) ASSURE AN 3DECUATE
SUPPLY OF ESIINTIAL PAM MATERIALS INTERYEDIATE
AND CAPITAL GOOLS TO CCNTRIBUTE TO PRIVATE SECTOR

INCOMING
TELEGRAM

LA PAZ 11187 @7 07 11 161539 8332 #6554
ECONOMIC ACTIVITY. IN ADDITION, THE ESF PROCRAN
PROV'DES YHE USG W:TH LEVERAGE IN 115 POLICY
DIALOGUE VIH YHE GOB. THE FY 1983 ESF PI0OGFAN
POLICY AGENDA WILL FOCUS ON ZOPE O° THE MIST
ESSENTIAL MEASURES THAT THE %1SS,04 FEELS ARE
MEEDED TO HEL? EMSURE THE CONTINUE) SLCCESS CF
THE GOB REACTIVATION PRCGRAY. [MP.EMENATION OF
SEVLRAL OF °HZ MEASUIES INC.JOED 14 ThE PILICY
AGENDA DESCPIBED BELOW FRE ZOMFLENMINTED WITH
PRCJECT ALS STANCE (£.G. PRIVATIZATION
STRENGTHEMING FIMANCIAL WARAETS, ECPORT FRCMCT'CH
AND POLICY REFORF PRIJELTS) ANL SUPORTED WITH
LOCAL CURREKCY RESOURCES GENCRATED BY THE ESF AN
PL-488 PRLGRAXS,

.

€. COVENEN'S

« THE GCR WAS ZLREADY ADOPTED a SOMPREHENSIVE
PROGRAN TC STABILIZE THE ECONOPY AdD SET THE
STAGE FOR ECONOMIC REACTIVATIOM. ThESE MIASLRES
ARE SET FCR™H IN THE TWC KE7 DESREIS, SUPREME
DECREE 21£60 OF +UGUST %9, 158% FC1

STAB LIZATION, AMD DECREE 2166f OF JULY 13, 1987
FOR ECOND™IC REACT VATICN; KD THE! ARE RIFLESTED
1N TKE CO*M THEN'S THAT THE GOE MA)E 10 THE I%F
IN TEE STEND-Br 4ND EFF AGRZEMENTS LS IN ThE
CASE OF THE Fy 1587 ESF BALANCE OF PAYMENKTS
ASSISTANCE, THE FISSION DOES NCT CORSIDER 1T
NECESSARY OR DESIRABLE 10 SZT FORTY ALDITICNEL
CONO TION: OR CO'ENANTS. HGWEVER, WE Wil
DESCRIBE CEFTAIN KEY POLICY MELSURIS 10 W4ICK THZ
GOE KAS ALREADY COMMITTED 1TIELE 240 MH!CH WE
COMS OER CRUCIAL TC THE CONTINLED SLCCESS OF THE
STAB LIZATION PRCGPAM AMD TO THL SJCCESSFIL

INET -ATION OF ECONOMIC FEASTIVELT CH,
SPEC'FICALLY, WE W'LL REQUIRE THE 0B 10 SOMMITY
TTSELF TO CARRY CUT THE FOLLOWING 20LICIES
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ACTION OFFICT  LASA-82

INFO FPA-22 LACO-21 LAJP-P& (80P-33 POPR-81 GC-§1 GCLA-@3

PSC-BI GLCH-92 PPR-31 ES-81 RELO-Bi PRE-06 TRSY-9)
/838 A1 16
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UNCLAS SECTICN 83 OF 11 LA PAZ 11187
AIDAS

E.0. 123%6: N/A

SUPITCT.  FSF CONCYPT PAPER.  THE CASF FOR FY

« A “THE GOB WI.L OBSEIVE ITS COMM TMENTS TO
THE tPF UNCIR THE .ATEST THREE-Y:ARK EFF
AGREEFENT, PARTICU.ARLY PICVIS OYS RELATING TO
THE MAGNITUJE OF T4E EUDGIT DEFIZIT A% &
PROFIRTATICY OF Th: GDP MCHETARt &nD CREQIT
EXPANS!ON AND HACNTENANCE CF A FLEMB.E NOSIliaL
EXCHAKGE RATE (WH1ZH CCUL) BE COYSISTENT WITH
MAINTAINING A STAE.E REAL EXCH4NIE RATE). "

3. "THE GOB WI.L CARRY OUT THE PROVISIONS OF
175 ECONCHIZ REECTIVATION DECRIE CF JuLy 13,
1987, PARTICULARLY ThOSE ELAT N3 T0 "M
FINENCIAL SYSTER CatLIki ZCR SETTINMG uP THE
SUPERINTENDINCY OF BANKS TD ENCUIE COMPL1IANCE
WITE ALL REIVLATIONS GC/EINING T4E CONDUCT OF
BANY CPERATICNS; ENFCFC N3 T~E RULE GIVIAN.Ny TME
RATIO OF DE>C31T5 TO PA D-1N CaPiTa, ; RICUIR NG
THD BANKS T) MARL ADEQUATI PFO/ISION FDI LOANS IN
ARREARS AS STIPULATED IN THE DEGREE; LIMITING THE
FROFIRTICH JF THE TCTAL LIAN PORTFO. 10 THAT CAN
BE LOAKED 0JT TO & PARTICJLAR BOIROVER; AND
ENFOICING T4E PROVISION RICUIR.N3 04NrS 10 RLPORT
ON & FONTHLY BAS:S TD THE SUPERVISOFY AUTHOR TY
ALL INFORMATION RE.EVANT TD THL tXESC S OF TS
FUNCTIONS (AS LISTED IN T4E REACTIVAT ON DECREZ), -

. C.°THE GOS8 WiL. CONTINUE 17S EFFORTS TO
INPEJ¥E ITS TAX ah) CUST04S CUTY CO.LECTION
PROCICIURES, ESTABLISHING YECESSAY SUPERVICORY
CONTRCLS, AYD SECURING MEIDED "EZWNICAL
ASSISTANCE TC ACHIIVE APPIOVED COLLEC™IONS. THE
GOB WILL ALSO SEEM TO [MPICVE FIVANZIAL CONTROL
WITHIN THE MAJOR STATE ENITERPR:S:S.”

o D.TTHE SOVERHMINT Wil. BEG-N IMPLEMINTZT ON
OF A PROGRAY FOR THE CLOSING OR JIVESTITURE OF
UNPROFITABLE STATE WOLD/NiS AND F SELLING TO THE
PRIVATE SECTOR PROJUCT!IVE ENTERPISES T4AT COULD
BE RJN HORE PROFITABLY BY THE LATTER, INCLLD NG
EXPEIITIOUS IMPLEMINTAT OV OF A1D'S INDUSTRIAL
TRANSITION (PRIVATIZATION: PROJEST. THE GCB WILL
ALSO UNCERTAKE, N CODPERATION WiTH THE I1BFD AND
AiD, A PROGIAM DESIGNED T) RESTRJCTURE 2R CLOSE
DOWN MAJOR 2UBLIC SECTOR °INLNCIAL INSTITUTINNS
ThAT ARE EXPERIENCING CHRINIC OPIRATING LOSSES.®

o WHILE THE FOLLOWING WILL NOT BE A COVENANT TO
THE ESF PROGRAM, THE MISSION W:il. ENCOUIAGE THE
GOB IK 173 20L1CY J1ALOGU: 7O RATIONAL ILE PUBLIC
SECTOR WAGES AND EMPLOYHENT, BRINGING THE PEAL

B LA PAL 1113) B3 OF 11 1615311
INCORE OF GOVERNMENT WORKEQ?S INTO LINE WITH RCA.
VAGES PREVAILING IN THE PRIVATE SECTOR FOR JOBS
INVOLVING SIMILAR TIAINING, SKici$ AND
EXPERIENCE. AT THE SAME TIME, THD GOVERWMENT
WILL BE ENCOJRAGED TO STUOY THE EXTELT T wrilH
ITS MINISTRIES AND STATE ENTERPRIZIS ARE
OVERSTAFFED; AND TO PROVID? FOR THZ GR4DUAL
REDUCTIDN OF PUELIC SECTOR ENPLOYMINT iN EXCESS
OF ACTUAL REQUIFEMENTS. I BELIEJE THAT THIS
MEASURE 1S KECESSARY IN ORJER TO ZOUCE THE S.1f
AND COST OF THE PUB.IC SECTCR AND INPROVE TrE
QUALITY AND EFFECTIVENESS OF IT3 ZINPLOYEEZS; BYT
THAT 1T WOULD WOT €3 APPRORIATE TO MARE THIS
PROVISION A SCVENANT SIKCE WE HAVE NOT PICGRA'MID
RESOURCES FOI THIS URPOSE. KOJEJER, Ald MIGHT
CONSIDER ALLOCATING SOME LICAL CUTIENC’ FUNDS
GENERATED BY THE £S° PROGRAM TO HI.P FINANCE N
ESSENTIAL WAGE ADJUSTHENT “CR PUB.IC SECTOR
EMPLOYEES.

7. ESF DOLLAR AND .OCAL CJRRENCY PROGRAMMING AND
. DISBURSEMENT PRICEDURES

« A ESF DJLLARS, THE FY 1933 CASH TRANSFER
AGREEMENT FOR 00LS 29,783,083 Wil. BE S1INED
PURGUANT TO THE PARD. ESF DOLLARS WILL 2E
DISBURSED 1N TWD TRANCHES OF OOLS 14,850,003
EACH. BOTH JISCURSIFENTS JILL BE SOND(TiOMID
UPON CONTIHUING SATISFACTOY COMP.IANCE WITH HE
COVENANTS LISTED (K SECTIOV § AND WILL BI SUBJEST
TO BOLIVIA'S COMPLIANCE VITH AN/ YARCO®IZS
RELATEC CONCITIUNALITY CONTAINED IN THE SY 88
BUDGET BILL SURFENT.Y UNDER CON3IZZRAT OY BY
CONGRESS. FOR THE “IRST DISBURSEMENT, THE TW)
ROUTINE COMCITIONS *RECEDENT WILL APPL/,
REQUIRING A .EGAL C*INICH AND THE JESIGNATION OF
GOB REPRESENTATIVES. A TWIRD CONXITION RECEDENT
REQUIRING Th: DESICATION IF A BAYA ACIOUNT 11
WHICK TO DEPISIT CATH TRANSFER BO..AFS AYD .OCA.
CURRINCY COULNTEFPART, AND 2 FiNal SO0%D T!DN
REQUIRING THE ESTAB. ISHMENT OF THZ PROCEDURE FOR
USE OF THE COLLAR GIANT AN) THE L2 COUNTERPAR®
ALSO WILL BE SPECIFIED, FIR THE SECOND
DISBURSEMENT, AN ACIITIONA. CONDITION VI.L
REQUIRE COMF.IANCE JiTK THZ FIRST YEAR TaRGEITS OF
THE 1987 BILATERAL RAMEWOIN AGREIMENT OV
NARCOTICS,

" UNCLASSIFIED
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ACTION AID-80 WHICH INDICATE THE INTERDED USE OF THE FOREIGK
Sosesessenen semeesecsccnees seseseureccuas seessessceseccecncnccoare EXCHINGE. THE BCB DOES, HOWEVER, OPZRATE LINES
ACTION OFFICE LASA-92 OF CFED!IT FFOM SEVERAL DOMORS TO FiNaNCE
IKFO FPA-£2 LACC-01 LADP-34 (4D2-82 PIPR-9: GC-@' GCLA-83 IMPOFTS.  RELATIVELY SIFPLE NECHAN:IMS HAVE BEEN
PSC-£1 GCCH-32 PPR-B1 ES-B1 RELO-B1 PRE-gE T3SY-Q: DEVELOPED TC PROVICE FOREIGN IXCPANGE FROM THESE
/838 A1 X16 CREDIT LINES FOR PFIVATE SECIOR IMPCRTS THROUIK
Semoseessmcscccceccccncan soneeen- mecesensecncaciacacens smsmeccmcan THE FINANCILG OF LETTERS CF CREDIY O2EKED £ THE
IKFO LOG-8 COFY-01 CIAE-99 [B-2¢ DIDE-8) ARR-D8 /@)1 W RECUEST OF THE IrPCRTEYS" BAI4S. (N CRCER 10
""""""""" INIR 161534 4l 3 CONTFOL THE USE CF OOLLARS PFOVIDED JNDER F¥ 1§35

P 1614872 KOV 87

FM AMEMBASSY LA PAL

TO SECSTATE WASKOC PRICRITY 3481
UNCLAS SECTION 83 OF 11 LA PAZ 11187

AIDAC

CASH TRANSFERS, ANLC BE ABLE 1) PRESENT PEQUIREC
DOCUPEHTATICN 1D USA:0, TRE ESB PLANS T0 OFZR&TE
SUCH AN IFPCRT CRECIT LINE WITH THE SASK TRANSFER
FUNDS 1T RECEIVES, ESTABLISHING FEGU_ATICNS (N
CONSLLTATIOP WITh AID FCR 17¢ USE. AS PENTIONED
ABOVE, THE CENTRAL BaK{ MIGHT ALSO USE LP 19 DOL3
2.8 RILLICN OF THE RELASTIVELY LIFITED AMOUNT OF

FOREIGH EXCPANGE TC BE PRCVICEID UNDER THE 1383
€.0. 12336: N/A ESF PROGRAM TO FINANCE BUY BsZK OF DIBT UNCIR THE
SUBJECT: EST CCNCEPT PAPER: THE CASE FUR FY ARRANGEMINTS ESTABLISHED EY T4E i4F, IF A:0/W SC
DECICES |W 179 QNAFENY REVIFU OF THIS MATTFR.
THUS, THE BCB WilL USE ALL NF POST 0F TPE CaSH
TRANSFER DOLLARS 1T RESEIVES FCR PRIVATE SESTOR
INPOFTS FROM THE U.S..

. THE STIPULATIONS EXPLAINES BILOV VI.L BE
INCLUDED IM TRE FY 1938 ESF 3RANT ASREEMENT 1O BE
SIGMED WITH YHE MINISTRY OF SLANK:N3 AND
COOFDINATICN,

. DCLLAR DISEURSIFENIS (UP 1O TWO) «i.l BE
MADE TO A SEPARATE ACSCUNT (' ESTAB.ISHED BY THE
BOL (VAN CENTRAL Ealh ‘BCE) - IN A JNITED STATES
BANr. THE ACCOUNY HAY EARN INTEREST WFICH WiLL
BE PRCGRAMFED (N THE SAME MAYNER AS THE FUNDS
PRIGINALLY DEPOSITED. DOLLAYS DEPOSITED INTO THE

» {1} SEPKRATE ACCOLNT REFERS TC T4E U.3. DOLLAR

. ACCCuNT
. SPECIAL ACCOUNT REFER3 TQ ACZO0.NT 1IN
. BCL IVIANCS,

SEPARATE ACCOLNT WILL BE PRC/IDEL FIR PA.VATE
SECTOR IFPCRTS CF EQUIPMENT AND MACHINLRY, SPARE
PARTS AND FAW MATER(&.S FROM THE UNITED STATES,
I ADDITION, UP TO DC.S 2.0 SILLIOM MIGHT SE USED
FOR BUY BACH 07 DEBT JNDER THE ARRANGEMENTS
ESTABLISHEC Bt THE kT RS REQUESTED BE THE GCEB
SUBJECT TO PRIOR APPROVAL BY AID/V (A MATT:IR
CURFERTLY LNDER CONSIDERATICN), THI CASH
TRANSFER ACRETMENT WI.L EXPLICITLY 2ROMIBIT THE
USE OF SEPFRATE ACCOLNT COLLARS FOR ANY M}, 1T4RY
OR PARAMIL {TARY USES

. TNE BCR MILL DISBURSE DOLLARS FROM THE
SEPARATE ACCOUNT FOR ZLIGIBLI USES aND, EACH
QUARTER, PFESENT COCUMENTARY EVICENIE !SEE BELOW)
TO USAID TC SUPOFT THE DISBJRSEFENTS MADE.

USAID VILL REVIEW THE DOCUMENTATION PRCV DiD AND
FORFALLY KCTIFY TFE BZB OF (TS CCHCJRRENCE OR
NON-COKCURFENCE WITH SUCK DISBURSEMINTS. IN THE
CASE OF NOM-CONCUFRENZE, THE AGFEEMINT WL,
PROVIDE FOF REIPBLRSEMENT 70 THE SEARATE ACCOUNT
OF THE AMOUNT IN CUESTION.,

. IT SHOULD BE NITED THAT THE 308 CURIENTLY
DOES NOT RESTRICT SALIS CF FIREIGH IXCFANGE TO
THE PUBLIC. ANY PERTIN CR COMPENY ZAN LEGALLY
BUY AND SELL FOREIGH TXCHANGS, THE CEMTRA, BARK
OPERATES AN AUCTICN PICHEN'SY UNDER WHICH IT
SELLS FOREIGH EXCFANGT TO INIIVIDNA.S OR
COMPANIES [OR BAMFS AZTING OV TFE.R BEFALF:
B)-VEEXLY. NO DOCUHENTS ARE REQUIRZD FROM BUYERS
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ACTION OFFICE Lasa-82

INFO FPA-82 (AZ0-D1 LAOF-84 |LLOP-8) POPR-81 GC-B) G5LA-93
P3C-81 GCIM-D2 PPR-B: ES-8: RELO-BL FRE-36 TRSY-8)
/833 A1 X16
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FH AMEMBASSY La 2A7

TO SECSTATE WASHIC FR ORiTY 3482

UNILAS SECTION 18 0F :1 LA PAL 11187
AlDJAC

L., 12355 x/A
SUBJECT: ESF CONCEPT PAPEF: THE CASE FCR FY

. DOTUNMENTATION REQUIFEMENTS FOR USE OF THE
U.S. DOLLIRS W L. B: AS FO.LOW3: A} CCPIES OF
BAYK STATIMENTS, (B FOR I®PORT TFANSACTIONS,
CO21ES OF (1) BCB ALTHORIZ:T 043 70 LOCAL BANA
TO RECULST Te§ OENING OF IRFEVOC.BLE LEYTERS OF
CRIDIT CHARGING IPEIIaL aCIOUNT FUNBS, AMD {21
THE TELEXID CO'F IRMLT O3 (F TAf C(PENING OF ThE
IRIEVOCAB.E L/CS FRIM TAE L. S, BA'K IN MWHICH CASH
TRANSFER JOL.ARS ARt DEPOSITED; A'D £) F(R DEET
PAHENTS (IF APPSOVED By AiD. W), LCKKJ.LEDGEMENTS
FRIM CREDITOTS OF PLYMENTS MADS W ICH (NLICATE
RE.EVAN" O\ HUMBESS A% [ATES PLYNENTS WERE
EXICUTED, ALING 41T- PRIJF (BANA (TATEMEMT,
PATMENT CONFIRMATION CABLE, OR THE LIKE) THAT
PASMENT WAS MADE FRIM THE (PECIAL ACCOUNT,

. AS STLTED ABIVE, QUiRTERLY REPOPTS ON THE
USZS OF E3F COLL<RS W LL BE REJVISED FAOF HE
CENTRLL BiNr  THE {UARTER.Y RIPOSTS will CONTAIN
CO’IES OF THI PA(HE'T DIIUSENTS MINTIONES ABOVE,
ALING W T4 A STATEMINT FRO~ “HE B:NK IN VH CHA THE
SE2ARLTE 3CCOUNT IS HELD SSOVING CREDITS 70, aNC
DISBURSEMINT FROY, THE wICIUNT. CEACH REFORT MLy
CETITY THAT F NINCIAL DOC.MENTATION, BOCKS AKD
RECORCS COVEEING THE USI 0 COLLAF FUNZS ARE
BEING MAINTAINED BY THE BCI AND 11S CORRESPONOEAT
BAYK IN AZCODANZE VI™H GEPERALLY ACCEPTED
ACIOUNT Ki PEIHCIPLES AND FRACTICES CONSISTENTLY
AP2L1ED, IND AFE AV-ILAB.E FOR INSPECTION BY alg,
OR ANY OF |T¢ AUTHOtIZED REPPESENTATIVES, AT ALL
TIMES AS 21D M2y RELSCNIBLY REJUIFE, FOR A PERICD
OF THREE VEARS AFTEF “HE DLTE OF LAST
O13BURSEMINT B AID UNDER THE FY 1988 ESF PROGREN,

8. ES® LDCAL CUFRENCY CENERATIONS. THE
PRICECURES FOR THE LSE OF LOCAL CLRPENCIES
EXPLAINED BELOV JILL BE FUFTFER DETAILED IN A
PRIGRLN Q°ERLT OVAL LETTER (POL) ISSUED FURSUANT
TO THE FY 1958 EGF KGREEMENT. PRCCEDJRES WERE
DEVELOPED UNIER THE F¥ 1987 ESF PFOGRAM, WHICH
AR REFERINCED UM AMMEX 11 OF THAT PA3D, UNDER
WHICK USAID SPECIFICALLY AFPROVED COFMITHFENTS OF
LOZAL CURRENCY FIR EL GIBLE ACTIVIT E5, VIH
FURDS BE1NG MANAGED BY THE BCB. (INILAR
PRICECURES WILL BE LSED FOF "HZ FY :933 FROGIANM
ALL LOCAL CUSRENIIES GENERLTED UNCER THE 1983 ESF
PROGRLH WiILL BE JSEC O FIMANCE THE CI3TS OF THE
USAID OPEIATING £XPENSES TFUST FUND AND
COJUNTERPART TO AID AND MDD PROJECIS

LA PAZ 11187 18 OF 11 1°15331
. A NEW SPECIAL ACCOUNY VILL BE ESTAELISHED
{N THE BCB IN THE NAME OF THE PROGFAM FOLLOWING
THE FIRST DISEURSEHENT OF DCLLARS UNDER THE FY
1988 ESF ASREEMENT. UPCY THE REZQUES™ OJF LSAID, &
SERIES OF LOCAL CJRREKCY DEFOSITS TOALLING THE
ANMOJNT OF DOLLARS DISBURIED (CALCULATED AT THE
NIGAEST EXCHANGE RATE NOT ILLEGAL IN BOLIVIA 3N
THE DATES JF CISBJRSEMENT) vILL BE MiDE T¢ THE
SPECIAL ACIOUNT B¢ TRE BIB VITHIN 4 PERID. CF SI)
MONTHS FROY TRE DATE OF THE DCLLAR D SBURCEMENT,
UNLESS A'D OTHERWISE AGRIES IN wRITING TD
DISBURSEMENTS BEYIND THE S12-HONTH DEAJLIVE,
LOCAL CURRINCY VI.L EE DJE FOP THE ESF DO.LARS
DISBURSED 2LUS ANf INTER:EST EARNED ON THE
SEPARATE AZCOUN™ (N WH C4 THE DSLLARS ARE
DEPISITED. LDCAL CUFRENZY FUNDS 1N “HE SEECIAL
ACCIUNT VI.1 BE E.IGIBLE FO USE O'LY FOR THE
USAID TRUST FUND CCOUNT FOF OPERATING EXFENSES
(18 PERCENT OF THE EQUIVALEN" OF THE TOTiL ESF
PROIRAM) AND FOR SOUNTERPART “O AIL AND MIB
FINANCED PROJECTS

. THE PROGRAY OPERATIONAL LETIEP wiLl
PRO/IDE THAT THE 8CE TRANSFIR FUND! FROF YHE BCB
SPECIAL ACIOUNT TJ A USAID TRUST F.ND ACCIUNT AT
THE REQUEST CF “HI MISSION. "HEZ BB WiLl 8
REQUIRED T3 MAINTAIN ACCIUNTING RELOPOS FIR THf
LOCAL CURRINCY SPIC'&L AZCO.N", TO WHICH 41D OR
ITS REPRESINTAT VIS Will HALE ACCE:S
OISBURSEHENTS FROY ThE USAIL “RUST FUND ACCOUNT
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ACTION OFFICE LASA-02

INFO FPA-02 LACO-01 LADP-04 [ADR-03 PDPR-01 GC-01 GCLA-03
PSC-01 GCCM-02 PPR-01 ES-01 RELO-01 PRE-06 TRSY-0I
/830 Al X16

INFO LOG-00 COPY-01 CIAE-00 EB-00 DODE-00 ARA-00 /001 W
------------------ 311327 1616381 /45 3%
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FN AMEMBASSY LA PAZ

TO SECSTATE WASHDC PRIORITY 3483

UNCLAS SECTION 11 OF 11 LA PAZ 11187
AIDAC

E.0. 12356: N/A
SUBJECT. ESF CONCEPT PAPER: THE CASE FOR FY

WILL BE MADE BY USAID FCR OPERATING EXPENSES.
ROWELL
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