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Part 1

A. OCountry Strateqy Summary

The USG's goals in Bolivia have not charnged since the FY 87/88 Action
Plan. They remain: (1) support democratic and amstitutional goverrment, (2)
help the country resolve its economic crisis and prosote self-sustaruv'g
economic growth, and (3) reduce the production and flow of cocaine to the
United States.

USAID's development strategy is based on the interrelationship of these
goals insofar as each deperds an the other for success. The maintainance of
democracy in Bolivia 1sloeytotheeetahhs}mmtafthek1rﬂofem1mmt
required for lag-term socio—economic develcpment and the eligination of dng
trafficking. Conocomitantly, it is unlikely that democracy can survive in the
country without a renewal of economic growth based on an effective
stabilization program. Without political stability, it would be impossible
to implement either an effective narocotics control effort or the austerity
measures that a ocherent and successful econcmic recovery prajram requires.
Within this context, the USAID program places particular emphasis an the
second goal, that of helping the country resolve its economic crisis and
promotirg self-sustaining economic growth with equity.

With respect to this objectwe. A.I.D.'s strategy in Bolivia is to
promote self-sustaining economic growth and to improve the well-beirmg of the
rural poor through increased small farmer production, expanded employwent
cpportunities and higher real inocomes. With the installation of the Paz
Govermment, the immediate goal of the A.I.D. program is to provide
quick~dishursing develcpment assistance and balance-of -payments support to
minimize the difficulties which arise as a result of the shift from a highly
subsidized econcey to a free market one. This assistance will support the
institutionalization of the democratic process and contribute to the
lag~term viability of the Bolivian econcmy and A.I.D. assistance program.

Lorger-term USAID development cbjectives are to pramote economic
stabjilization throogh more rational macro-economic policies, to allow the
private sector to play a lamer arnx] more dvnamic role in the economy, ard to
complement coca eradication and control activities. In confronting Bolivia's
coca production and trafficking problems, the U.S. strategy is predicated on
the similtanecus implementation of an effective OB coca ocontral and
eradication program cosplemented by A.I.D. supported development activities.

The USAID strategy emphasizes the expansion of Bolivia's private sector,
particularly in areas in which it has a comparative adwvantage: agriculture
and agribusiness, artisanry and handicrafts, and non-traditional exports.
Because Bolivia's public sector institutions lack the financial and Taman
resources to carry out the tasks that the econcmy and society require, A.I.D.
is using its expertise and resources to assist the private sector in
performing these functions. With reduced public sector interference and the



elimination of macro~economic disincentives by the Paz Government, the
private sector should now be able to expand its activities in agriculture,
health and education and broaden its linkages throughout the country.

The GOB has made remarkable progress in its fight to achieve economic
stabilization. In fact, the IMF has determined that the government has not
only met, but in some cases exceeded, the targets set in its Stand-By
agreement. As such, the stage is now set for the government and the
international donors to put more emphasis on economic growth. In support of
thig shift, USAID is proposing two new projects in FY 1987 that are designed
to erhance the role of the private sector in the economy. The first is a $10
million Industrial Transition project which is intended to assist the
government divest itself of state-owned enterprises, in part to lessen the
financial hurden many of these have become because of their managerial
inefficiency. This project will also help to expard the free market concept
by removing the unfair competition many of these state enterprises have
represented to the private sector as a result of their subsidization.

The second of USAID's FY 1987 initiatives is a $6.4 million project
entitled Stremgthening Financial Markets which is intended, in conjunction
with complementary activities being simultanecusly initiated by the World
Bank and IDB, tc make the financial sector more efficient and more responsive
to the needs of the econcmy, particularly those of the private sector.

For FY 1988, USAID is planning to initiate two additional economic
growth-oriented projects: a $7.0 million effort entitled Agriculture
Marketing and a $10.0 million activity named Small Enterprise Develcpment.
The first of these will improve Bolivia's domestic marketing system in order
to stimulate increased producticn of agricultural and agro-industrial
comodities. The second will add impetus to the entrepreneurial spirit found
in the country's small producers and retailers, both to enhance the commerce
of damestic procducts and to improve employment opportunities. In support of
these project activities, USAID is proposing to include economic policy
covenants in its FY 1987 ESF program aimed at establishing conceptual and
gperational agreement with the GOB on privatization, financial sector
efficiency and export marketing. These are detailed in Section II.A.3.

To ease the severe humanitarian impact of the GOB's structural
adjustment effort and unemployment resulting from losses in key export
markets, USAID has embarked on a highly successful urban ard rural P.L. 480
Title II ard ESF local currency emergency employment generation program.
Exphasis is being placed on the construction of productive economic
infrastructure.

An area of particular importance to the achiesvement of USAID's economic
growth goal is that of agriculture credit. It is an area in which USAID has
apportioned significant resources. Farmers and agro~businesses have been
unable to obtain sufficient credit through Bolivia's banking system because
of the system's severe institutiomal and financial difficulties. In part,



these difficulties stem from the political disarray of the Siles
Administration, but they are also due to the country's current economic
crisis. These factors have resulted in insufficient bank deposits, high
interest rates, inefficient bankirg cperations and inappropriate banking
policies. USAID, the World Bank and the IIB are attempting to address this
problem throogh policy dialague and thragh projects specifically designed to
make the banking sector more responsive to the country's needs. The problem,
however, will take time to resolve. In the interim, USAID's intent is to
help prevent the credit problem from further constraining progress in the
agriculture and agroindustrial sectors. The Mission's two-praged strategy
is therefore to (1) over the medium term, make the country's public and
private financial systems more efficient, effective, and responsive, and (2)
simltaneously provide urgently needed quick-disbursing productive credit for
agricultural production and processing, as well as small business loars.
Bolivia's sucres in achieving economic recovery is contimgent on adequate
levels of credit being made available on a timely basis to these sectors of
the economy which hold out the greatest potential for leadirng the country out
of economic stagnation. The Mission's agriculture, agro-industrial and small
business credit programs are designed to assist in achieving this objective.

One additional important factor in Bolivia's economic recovery is
exports. Prior to sponsoring major assistance efforts to increase exports,
however, the Mission is attespting to assist the GOB and the private sector
to normalize economic activity within Bolivia in an effort to initiate the
recovery process arnd lay the foundation for increased exports. Efforts are
being focused on business training (through the Instituto para el Desarrollo
de Empresarios y Administradores, IDEA), financial sector improvement
(through the Mgribusiness and Artisanry arnd Stremgthening Financial Sector
Projects), internal marketirg of agricultural produce and processed
agricultural products (through the Private Agricultural Organizations PAO,
Market Town and Agricultural Marketimy Projects) and policy adjustment
{through the Policy Reform Project ard the ESF Program). The remainimg
policy measures to be addressed urder the FY 1987 ESF Program include review
of tariff structures (for raw and intermediate goods versus finished
products), review of export regulations and procedures, removal of export
taxes on items to which they still apply, and establishment of export credit
financing facilities.

USAID efforts to address Bolivia's severe health problems concentrate on
reducing mortality and morbidity caused by diarrhea and comsmmicable
diseases, particularly amxy infants and children less than five years of
age. Improvement in the availability of potable water and related sanitation
facilities in rural areas is the primary element of the program’'s preventive
care component, with the extension of primary health care services to these
areas and the use of oral rehydration salts comprising its basic curative
aspect. Increasing access to family plamning services is an important
element of USAID's health strategy both to reduce high incidences of
morbidity and mortality caused by abortions and to improve the socio-econcmic
conditions of rural families by providing them with the means to space their



children as they wish. The integration of oral rehydration therapy (ORT) and
child growth monitoring services into the P.L. 480 Title II program at 2,000
mother's clubs is providing added protection to the nutritional and overall
health status of low-income women arnd children.

On the development aspect of the third USG goal, to reduce the
production and flow of cocaine to the United States, USAID has recently
urdertaken an updating of its strategy. As a result of a comprehensive
evaluation of its conceptual approach and development cperations in the coca
producirg Chapare region, USAID has concluded that its efforts can be made
more effective by directing some of its narcotics related development
resources to areas from which many of the Chapare's coca producing farmers
migrated. Fundamentally, this decision is based on the fact that the Chapare
cannct support the greatly increased population which has migrated to the
area in the last three years through legitimate agricultural activities.
Because of the Chapare's limitations, USAID anticipates that through its
better targetted develcpment efforts, the farmers will find their home
regions an attractive alternative. The geographic focus of these efforts for
the immediate future will be the Valle Alto region, which is close to the
Chapare and is the origin of many of the coca-producing migrant farmers.

In order to facilitate the establishment of a favorable political
enviromment for GOB druy control activites, USAID is supportimg a variety of
important narootics awareness activities. New chammels of involvement in
this area have been established throwugh the private sector.
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C. Progress on Goal Achievement

As indicated in Section A above, GOB progress towards achievement of
its economic stabilization cbjective has been excellent. Ample evidence of
this can be found in the IMF's report on the current Stand-by Agreement.
Credit must be given to the GOB not only for its progressive economic
policies, but also for the courage it has demonstrated in maintaining these
policies in the face of the political backlash from segments of the
population. This political courage was again made clear last year in the
GOB's initiation of the anti-druy trafficking Operation Blast Furnace, which
included the cocperation of the USG. Despite the many risks involved, thne
GOB significantly extended its efforts to beagin what will likely be a loxy
and difficult fight to eliminate dnyg production in the country.

USAID has been very much inwolved with the GOB in its efforts on bhoth
the economic stabilization and narcotics control fronts. With respect to
the former, USAID's contribution on the monetary side has been substantial.
The $27.2 million provided in FY 1986 under the ESF and P.L. 480 Title III
Program was important not only for its magnitude, but also for what it
funded: industrial goods for the private sector under ESF, and 55 percent
of the country's wheat imports under P.L. 48C. USAID also succeeded in
using its resources to reduce political pressures on the GOB by undertaking
(with PL 480 Title II and ESF local currency) a relatively large Food for
Work program in urban and rural areas to help address the country's acute
structural unemployment problem (this program is providing jobs to more than
52,000 heads of households). By the same token, USAID plaved a prominent
role in providing assistance to many of the victims of last year's flocdirg
of Lake Titicaca, who, if not attended, could have provoked disruptive
political problems. '

Apart from the humanitarian element of these efforts, the USAID program
alsc helped to further demonstrate the USG's sincere support for Bolivia,
which, in turn, helped augment pcpular confidence in the Paz
administration's ability to govern effectively. This confidence factor is
critical to the country's future. Bolivians must have a sense that their
government is competent, has a sense of purpose, and that it can react
quickly and appropriately when emergencies arise. This perception is an
essential pre—condition to the kinds of socio-economic decisions that must
be made by the population to bring about long-term economic growth. To the
extent that USAID has helped advance the confidence factor, it has made
pragress in achieving its goals of economic stabilization and the
consolidation of democratic and constitutional government.

One of the components of the USAID's portfolio that has been a most
visible and effective develcpment tocl during the year is the Policy Reform
project, or more specifically, the GOB policy analysis unit created under
the project, UDAPE. With growing sophistication, UDAPE has played an
increasimyly important role in assisting GOB efforts to restructure the
econcmy. It has, in fact, become a notable participant in the government's
economic policymaking machinery. = Illustratively, UDAPE has provided



assistance over the past year in such diverse and important matters as: the
new tax law, negotiations on Bolivia's external debt, public finance,
domestic price structures, and preparations for the World Bank Consultative
Growp meetirg on Bolivia. Its value is very much appreciated by the
governnent, which will no doubt contime to turn to it for substantive input
on important issues with increasing frequency in the future.

With respect to its goal of achieving self-sustainingy economic growth,
USAID made progress over the past year in terms of helpirg to lay the
foundation for a private sector-led reactivation of the economy. The three
private sector oriented projects plamned for initiation over the FY
1987-1988 period will help the private sector institutionally by improvimg
government financial mechanisms ard domestic marketing systems, as well as
increase the availability of credit. One of the projects now under
development will assist in facilitating the privatization of state
enterprises. In addition, USAID has, contributed through both formal and
informal contacts in maintainirg high govermnment interest in supportimg a
free-market economry, despite the many political and economic pressures to
act cotherwise. The lag in the private sector's investment response to
goverrment actions on its behalf has frustrated some of the country's
leaders. In their fervor to move the ecomoay forward, a mmber of
govermment officials may have underestimated how badly harmed the private
sector was during the Siles regime and how cautious it now is as a result.
Continued Govermment patience with, and reliance on, the private sector is
critical to economic reactivation. USAID policy dialogue with the
government on this point will be particularly important in the vear ahead.

The biggest threat to Bolivia is, of course, the narcotics problem.
Although the success of Operation Blast Furnace was encouraging, it is
likely that further interdicticn efforts will not be as easy. The druy
producers and traffickers were surprised by the intensity of Blast Furnace,
buat they will be more prepared -the next-time and bolstered by the fact that
Blast Purnance was a short-term phencmenon that ultimately ended.
Monetheless, a sustained, intense interdiction effort is the key to
resolvirg the narcotics problem. Without such success, nothing in the way
of develcpment efforts can have any significant ispact on this issue.

To the extent that Blast Furnace demonstrated how a successful
interdiction program can quickly drive down the sale price of coca below
prodution costs and thereby induce farmers to seek alternative means of
income, progress was clearly made toward the Mission's third goal (i.e.
reduce the production and flow of cocaine to the United States). This
pragress was further emhanced by the mid-course adjustment in USAID's
narcotics related development strategy, as ocutlined in Section A above. If
successful, this new approach will be more effective in providing
coca-producing farmers with a more responsive rarge of realistic income
producing altermatives, which is critical to achieving lag-lastim economic
arnd behavioral charges.



As a prelude to the Action Plan's section on program cbjectives, it is
important to point out that the benchmarks section in last year's Action
Plan indicated that USAID progress on the objectives would be measured over
the period FY 1987/1988. However, box No. 3 in the matrices in Section II A
requests progress information on benchmarks for FY 1986. As such, USAID has
provided information in the terms of the progress made in CY 1986 toward the
benchmark cbjectives that were projected for full achievement in FY

1987/1988.



PART I1

A, bjectives
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Country: Bolivia

1. NEW PROJECTS

a. Small Enterprise Develcpment (511-0596)

CBRJECTIVE: Strergthen the Private Sector, No.2
ACOOUNT's DA, Section 106 {SDA)

LOP Value: $10,000,000 (G)

Descriptors: 800 Aa

PID SCHEDULE: To be reviewed and approved tw USAID/Bolivia
in November 1987.

Brief Description: The purpose of the project will be to
create employment through the establishment and stremgthenirg of
Bolivia's small-scale enterprises. The project will have four
components: a credit and trainimg program for micro-enterprises; a credit
and training program for small enterprises; improving the regulatory
environment for small enterprises: and a junior achievement program.

Potential Issues: Desirability of junior achievement
program; need for dcllar-funded credit;
use of commercial banks to charnel small
business lcans.

{1) Problem

During the 1982-1985 Administration of President Hernan
Siles Zuazo, ineffective and often counterproductive ecorxmic policies
resulted in an economic collapse characterized by severely reduced
productive activity and large increases in unemploymemt. The current
Bolivian Adwinistration's excellent economic recovery prograr includes
austere economic measures which, in the short nmn, are havimg a negative
impact on employment. The unesployment rate is currently about 20%;
another quarter of the work force is estimated to be underemployed. Most
of this unemployment is in urban areas where the populace tends to exert
more political pressure on the Government. Another important element
contributing to increased unesployment is the drgp in world mineral
prices, which has caused the closing of mmerous Bolivian mines. Many
miners have migrated to urban areas. Increased unesployment will also
arise as the GIB's coca antrol efforts move forward and casual laborers
switch from coca-related activities to other endeavors.
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The small enterprise sector is important in the Bolivian
econcaty, both in terms of the number of pegple already ermgaged in it ard
the sector's potential for employment creation. It is estimated that 50%
of the urban poor labor force is ergaged in micro—enterprise activities
{e.g. artisanal manufacturing and repair ventures, small commercial
activities, and the like). Numerous other urban inhabitants are employed
in small enterprises, both productive and commercial, which can employ wp
to 20 individuals. Stremgthenimg the small enterprise sector will result
in increased production and less unemployment in urban areas.

Bolivia's small enterprises terd to be: 1) labor
intensive {there is a higher ratio of employment created per dollar _
invested than in more sophisticated enterprises); 2) involved mostly in
the provision of basic goods and services; 3) run by relatively more
economically disadvantaged persons, particularly women in the case of
micro-enterprises; ard 4) characterized by the use of simple
technolagies. Soch businesses require relatively little investment
capital to bagin cperating. The fact that small enterprises are
relatively easy to establish accounts for the high percentage of the
poorer urban pcpulation ergaged in them. Typical small enterprises in
Bolivian cities include simple preccessing activities, repair services,
and small volume retail sales ocutlets.

The chief problems confronting Bolivian small
entrepreneurs are l) poor access to financing for operating expenses due
to a lack of coila*eral and little familiarity with the formal banking
sector, 2) the need for trainirg in rudimentary business practices, ard
3) an oftzn unfavorable regulatory environment which mekes it difficult
for smal’ enterprises to function (e.g. registration requirements).
There is also a need to encourage a better attitude toward private
business initiatives ard to foster better knowledge of what it takes to
succeed in small businesses, on the part of Bolivia's poorer population
segments.

(2) Project Strategy

The Bolivian Confederation of Private Businessmen (CEP)
and USAID/Bolivia recently initiated support for a pilot project in the
city of La Paz with the assistance of AITEC (Accidn International
Técnica, a U.S. PW0). AITEC is employing a strategy that it has
successfully used in other countries to address the credit ard training
needs of micro-enterprises. The AITEC model involves setting up a credit
agent (who can represent a bank, a PVO, or other entity) in an urban
market where artisans and other micro-entrepreneurs gperate. The credit
agent offers small loans (within the rarmge of $150 - $200) to finance
micro-enterprise cperatirg ocosts. Before extending loans, the agent
investigates the business practices followed by the micro—enterprises
interested in borrowirng money and recommends improved bookkeepirg and
other sinple procedures. The agent monitors the implementation of these
recompendations while the loan is still outstanding.
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In 1985, ten members of the CEP contributed $10,000 each
to create a new indigenous PVO called PROCEM (Pundacidn para la Promocion
y Desarxollo de la Microewpresa) to work with AITEC in La Paz. Their
contributions are being used to finance the start-up costs of PROCEM and
seed capital for credit. Technical assistance from AITEC is being
financed under the Xgribusiness and Artisanry Project. Credit resources
are being augmented by a loan under the PL 480 Title III Program to

Concurrently with these efforts, the Instituto para el
Desarrollo de Fmpresarios v Administradores (IDEA) has begun to sponsor
courses for small businessmen in rdimentary business practices, under
the Management Training Project. The Mission has also been approached by
Federacion Boliviana de la Pequefia Industria (FEBOPI) with a request to
help it provide credit and other services to its small enterprise members.

This new project will esploy a two-pranged strategy
involving the expansion cf the AITEC/PRODEM model to promote
micro-enterprises in other Bolivian urban centers, and assistance to the
FEBOPT to expard its trajinimg and credit programs for other entrepreneurs
ergaged in slightly larmger enterprises.

The initial CEP/AITEC project in lLa Paz will be evaluated
in mid 1987, and an assessment will be made of the replicability of the-
model in other cities. OConcurrently, TTHOPI programs will be analywed in
order to determine how they can be improved and aummented tc meet the
needs of the owners of sm2ll enterprises (including loans up to about
$10,000 promoted by FEBOPI, but extended by normal commercial banks). If
found feasible, the proposed project will be developed to provide
tecinical assistance, traininyy and credit resources both to PRODEM and
FEBOPI to carry out their pragrams. An isplicit cbjective of the project
will be t0o encourage ccsmercial banks to ergage in more lending to
improved small enterprigses. Linkages with IIEA sponsored trainim
courses will be explored in greater detail.

The project will also include measures to resove
regulatory constraints which inhibit small enterprise growth. It will
also support a junior achievement program sponsored by the Bolivian
Confederation of Private Businessmen in order to provide Bolivian youths
with 2 hands-on cpportunity to learn about and appreciate the potential
of private economic initiative.

(3) Project Description
Goal arnd Purpose

The gcal of the project mnbetoprcmteeaxmc
recouefy thrax;h increased private sector productive activity. The
purpose of the project will be to create employment tlm.gh the
establls’rmt and stremthening of Bolivia's small enterprises.
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Project Components

. Credit/traininy activities by PRODEM in various urban
capitais aimed at micro-entrepreneurs.

. Credit/traininy activities by FEROPI for small
entrepreneurs.,

. Investigation and alleviation of regulatory constraints to
micro—enterprise expansion.

. A jumior achievement program.
Project Outputs

Loans financed.

Jobs created.

Small enterprises established/assisted.

Project implementation actw:.tles developed in three or
four cities.

Junior achievement program activities implemented.

. GOB ard mmnicipal government regulations charged.

Ll L] L] L ]

Implementation Arramgements

Following an evaluation of AITEC and FEBOPI activities ard
further discussions with the CEP, a decision wi.l be made on the final
implementation structure of the project. Two alternatives appear

possible:
. oooperative agreements with PRODEM and FEBOPI, or
. a cooperative agreement with the CEP which would channel
T.A. and funds to PRODEM and FEBOPI.

(4) Preliminary Project Budjet

($ million)
, AID Grant Bolivia Total
Technical Assistance 1.5 0.2 1.7
Trainimg 0.7 0.3 1.0
Operating Costs - 1.0 1.0
Credit Financimg 7.8 2.0 9.8

Totals © - 10.0 3.5 13.5
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Grant financing is proposed as Bolivia falls within the
category of least develcped countries.

(5) Bow Project Will Support AID (bjectives

The proposed project conforms with USAID/Bolivia‘'s
program esphasis on economic recovery, esployment creation, and lomg—term
growth thragh support for the private sector. It will address a serious
social problem (memployment) being faced by the GOB, ard support its
economic recovery program. It will be a high visibility, high iepact
project which will have a positive effect on Bolivia's ecoromic recovery
in a relatively short period of time. Finally, it will suypport the IAC
cbjective of stremgthenirg the private sector by working with relatively
disadvantajed participants, especially women.

(6) Design Schedule

The evaluation of AITEC's pilot La Paz effort ard the
evaluation of FEBOPI programs should be oospleted byv Aigust 1987. A PID
will be prepared by November 1987 and a PP by March 196838, USAID/Bolivia
pProposes that the USAID Mission Director authorize the project.
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Country: Bolivia

b. Agricultural Marketing (511-0585}

CBJIECTIVE: Increase Agricultural Production, No.l
AOCOUNT': DA Section 103 (ARDN)

LOP VALUE: $7,000,000 (G)

DESCRIPTORS: 000, Aa

PID SCHEIULE: To be reviewed and approved bw USAID/Bolivia
in November 1987.

BRIEF DESCRIPTICN:

The purpose of the project will be to improve marketing systems
for Bolivian agricultural and agro—-industrial commodities. The project
will include three components: development of a Marketing Systems
Analysis and Information Unit; improvement of product quality gradirg and
standards; and increased marketirg credit.

Potential Issues: Whether to hase projecr; coerations in Santa
Cruz; need for dollar-funded credit.

(1) Problem

The success of the Government of Bolivia's (GOB) economic
recovery projram depends to a great degree on growth in agricultural
production. Increased sales, both domestic and foreign, of agricultural
produce and processed agricultural commodities will lead to increased
agricultural production and employment. The traditional mining and
hydrocarbon sectors cannot be depended upon to stimlate future growth
ard employment. In addition, despite previous reliance on these sectors
to foster GDP growth, Bolivia remains an agricultural ecoromy, and the
well being of the majority of its population depends on future
agricultural develcpment.

The Government has declared that it will give priority to
the agricultural sector, but more must be done to stimulate additional
agricultural production. The Government has eliminated counterproductive
agricultural price controls and the chief disincentive to exports——the
artificially low official excharge rate; however, much more remains to be
done if agricultural production is to increase significantly in the years
ahead. The Key to increasing and improving agricultural production lies
in expardirg markets for agricultural produce, both for direct e
consumption and for agro—-industrial processing.
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The chief constraints to increased sales of agricultural produce
are:

. Poor information on marketing opportunities, market
requirements arxl marketing methods.

. Ineffective quality control systems used by wholesalers and
retailers.

- Insufficient resources to finance agro-industrial working

capital credit for purchase of agricultural commodities and
marketing credits.

. Insufficient storage and warehouse gpace for agricultural
products.

. Nonfunctional GOB agricultural research and extension
programs to improve the quality of what is produced.

. Poorly developed transportation systems.

(2) Project Strategy

The trangportation infrastructure constraint cannot be
effectively addressed solely by AID. Mualtilateral donors, such as the
IBRD, will assist Bolivia to improve its internal transportation
systems. Throuxsh the Private Agricultural Omjanizations Project, efforts
will be made to improve the research and extension services of various
producer associations, as an altemative to inefficient, or non-existent,
B services. Cmstruction of marketing facilities can also be financed
under that project.

This project will concentrate cn addressing inforsational
constraints; improving product quality distinctions; expanding the
availability of marketing credit, both warrant credits for agro-industry
and marketing credits to increase sales; and related marketing services,
such as the establishment of storage ard oollection centers. This will
be accomplished throgh the provision of technical assistance, trainimg
and credit to producer associations, wholesalers, and agro-industrial
firms.

(3) Project Description

Goal and Purpose

The goal and the project will be to increase agricultural
production, income, and employment. The purpose of the project will be
to improve marketing systems for Bolivian agricultural amd
agro~industrial commodities.
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Coaponents
- Marketing Systems Analysis and Information Unit

Technical assistance in marketing will be offered to
producer associations, agro-industries and wholesalers who wish to
improve their marketing systems by a Marketing Systems Analysis amd
Information Unit. This assistance will include commodity marketing
studies, identification of markets and marketing channels, marketing
information services, and provision of specific marketing recommendations
to firms and associations which will permit them to reduce post-harvest
losses and to market their products more efficiently. The Unit will also
develcop a market news service which will consist of daily radio
broadcasts, and monthly market news bulletins which will be available to
producers, marketing agents, and other interested parties. The Unit will
be composed of three lang-term marketing specialists with extensive Latin
American marketing experience, and three local marketirg specialists. It
will also have access to short-term TA from the Intemational Executive
Service Corps and other sources as needed to provide assistance for
specialized marketing problems.

The Unit will be housed in either the Santa Cruz Foreign
Trade Institute, or in another private sector institution identified
durirg intensive review. The advantages of the Santa Cruz Foreign Trade
Institute are that it is already established ard that Santa Cruz is
Bolivia's main agvicultural and agro-industrial region. However, the
Mission is concerned that the project not just focus on one gecgraphic
region since increased inter-regiocnal trade will be the project's chief
objective. Whatever institution is chosen to house the Unit, it will be
set wp to be self-financing. Fees will be charged for the services it
renders.

- Improvement of Product Quality Grading and Standards

The Unit will work with the Ministry of Industry, Commerce
ard Tourism's (MICT) Standards ard Technology Division to develoo
realistic grades and standards for agricultural raw and processed
commodities in Bolivia, and will work with marketing agents to enoourage
the use of grades and standards in Bolivia's major marketing centers.
Preference will be given to develcping standards and grading procedures
and services for which producers/agro—industrialists will pay in order to
make the Stardards and Technology Division as self-supportirg as
possible. The purpose of establishing product stardards and gradirg will
be to distimguish markets on the basis of product quality and increase
return to farmers and agro-industries. This will also pave the way for
increased exports. Emphasis will be placed on developing public
education activities and voluntary, low-cost MICT inspection and



certification programs. To the extent feasible, the dissemination and
use of information about product quality grading amd standards will be
coordinated with producer associations.

- Marketing Credit

In order to market agricultural produce and processed
agricultural products more rationally, farmers, agro-industrialists, and
producer associations must have access to credits to finance inventories
(warrant credits)} and marketing costs. Such credit is now rarely
available. Thus, refinancing facilities to provide furxds for such
credit through the private commercial banking system will be established.

- Storage and Collection Centers

To facilitate the marketing of produce, it is expected that
some storage and collection centers will be needed in key agricultural
areas. The marketing studies will determine the need, type and locaticn
of such centers.

- Project Outputs
. Marketing System Analysis Unit.

. Marketing stulies.
. Merkets and marketing channels identified.

. Establishment and introduction of grades and standards
for agricultural commodities.

. Daily market news broadcasts.
. Publication of a ‘mthly newsletter.
. Marketirg loans.

- Implementation Arrargements

A Coogperative Agreement will be signed with the Santa Cruz
Foreign Trade Institute (or another appropriate local priwvate
institution) to finance the Marketirg Systems Analysis and Information
Unit and cocperative programs with the MICT. A separate ProAg will be
signed with the Central Bank for the credit component. The possibility
of signing one Pro Ag for the entire project will be explored.

e
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{4) Preliminary Project Budjet

($'million) AID Bolivia  Total
LT Technical Assistance 2.5 - 2.5
ST Technical Assistance 1.5 - 1.5
Trainimg - 0.5 0.5
Unit Start—up Costs 0.3 0.2 0.5
Information Systems Development 0.2 0.1 0.3
Credit 2.5 2.5 5.0
TOTALS 7.0 3.3 10.3

Grant financing is proposed as Bolivia falls within the category
of least developed countries. ‘

{5) How Project Will Support AID Objectives

The proposed project will support USAID/Bolivia's program
emphasis on economic recovery and growth, It will be in conformance with
the GOB's expressed interest in expanding agricultural production, and it
"will include elements in support of AID's emphasis or private sector
development and technology transfer.

(6) Design Schedule

A pre-PID survey to identify the types of marketing
assistance which producer associations, agro—industries, and marketing
agents will require will be concluded by October 1987. This survey will
also include a preliminary assessment of the Santa Cruz Foreign Trade
Institute's capabilities and those of the MICT's Standards ard Technology
Department. The PID is scheduled for completion by Noverber 1987 and the
PP by March 1988. USAID/Bolivia proposes that the project be authorized
w the USAID Mission Director.



2. P. L. 480 Program

a. Title IIX
(1) Relationship to Mission Strategy

In terms of the econcmic stabilization element of the
USAID/Bolivia strategy, the PL 480 Title III program plays a significant
supportive role insofar as it helps meet a critical element of the GOB's wheat
import needs. Moreover, it has played a key role in USAID's policy dialogue
with the GOB. In 1986, the $20 million Title III program funded approximately
55 percent of the country’s wheat import requirements, which represented a
considerable savings to the GOB's very limited foreign currency account, as
well as the prevention of what would otherwise be a political sensitive food
shortfall.

The Title III local currency program suypports USAID's efforts
to revitalize the economy by providing funds for such activities as
pre-investment studies, agroindustrial credits, public health interventions,
campesino education programs, technical assistance and credit to artisans, amd
support for private sector marketing cooperatives and producer associations.
In addition, the program supports develcpment assistance projects involved in
macro-economic policy analyses, development and strergthening of key oublic
institutions, improvement of research ard extension systems, provision cf
technical assistance to private sector institutions, expansion of »>roductive
infrastructure, and production interventions which will help farmers respond
to marketing opportunities.

The critical nature of the Title III program to USAID's
develcpment strategy and to the achievement of Bolivia's economic equilibrium
carmot be understated. Its very size in both U.S. dollars and local currency,
as well as the importance to Bolivia of the wheat imports it funds, have made
it one the most effective elements of USAID's portfolio in both policy and
monetary terms. In fact, the program was recognized by outside evaluators in
1980, 1982 and 1984 for its exceptional effectiveness and hailed as the best
program of its kind in the world.

(2) Comtry Pood Situation

The CY 1987 agricultural food crop season in Polivia is
expected to be normal in terms of overall production ocutputs; no serious
shortages are expected. The country is basically self-sufficient in all major
food crops, with the exception of wheat. This situation is expected to
continue in the foreseeable future.

In terms of agricultural production capabilities, Bolivia
still has high production costs as compared with other countries. This is due
in large part to the fact that many Bolivian farmers continue to use very
basic or primitive production techniques. These techniques, compared to



modern standards, produce low yields and limited returns to investments. With
the exception of the Santa Cruz region, the trend toward mcdernization is
weak. As a result, food prices continue to be high in relation to current

average wajes.
(3) Proposed Levels and Justification

A $30 million Title III program had been proposed to fund
wheat imports in FY 87; however, this was subsequently reduced to $25 million
— $20 million in wheat imports and $5 million in cotton. The reasons for
this change were (a) a substantial decrease in the world market price for
wheat, (resulting in larger imports for less money), (b) larger concessional
and commercial wheat import plans than expected, and (c) substantial wheat
contraband across the border with Argentina, and (d) reduction in cotton
acreage caused by a shortage of agricultural credit which is expected to
reduce cotton production by 4,000 MT. The importation of cotton fiber under
the Title III program will be a one-~time only arrargement and is expected to
help offset the counterproductive contraband trade. In terms of wheat, USAID
calculated that the country could not absorb more than $20 million in wheat
imports in CY 1987 through the P.L. 480 program without creatirg an oversupply
situation that would be detrimental to local production. Inasmxh as Boliwvia
is largely self-sufficient in basic foods, apart from wheat, the remaininy $5
million of the original Title III proposal could not be switched to amnother
food commodity.

For FY 1988/89, USAID is calculating a requirement of
approximately 170,000-185,000 metric tons of wheat imports per/year under the
P.L. 480 Title III prcgram. This figure is based on a wheat demand estimate
of about 300,000 - 330,000 metric tons per year. Domestic production would
supply same 18 percent of the requirement, with the balance coming from
commercial purchases by the GOB and concessional imports by other donors, as
well as contraband trade from Argentina.

(4) Present Food Policies and Reforms to be Supported with, the New
Program

The P.L. 480 Program has been the Mission's single most
mportant policy dialogue instrument because of its size and the GOB's umgent
need for financing imported wheat requirements. The Title III Program has
been particularly useful as a policy instrument due to its concessicnal nature
and important balance of payments impact. The program has been used
successfully to achieve a number of policy objectives, which have ranged from
macroeconomic policy charges, such as the lifting of consumer food subsidies
and farm product price controls, the rationalization of bank interest rates,
and agreement in principle on the reorganization of the Ministry of
Agriculture. With the chames in the GOB's food subsidy and price control
policies, the most significant policy issue that USAID expects to address
under the Title III program in the near~term is that of agriculture credit.
The aim will be to alter current policies in order to permit a more
expeditious flow of credit to small farmers.




(5) Other Self-Help Measures

The GOB will contimue to cheerve and comply with the
self-help measures included in the April 9, 1986, P.L. 480 Title III Agreement
inwlving commitments to improve the production, storage, and distribution of
agricultural commodities. The Govermment will: (1) encourage increased small
and medium scale farm productivity by contimuing its policy of free market
prices for all agricultural products; (2) continmue its policy of allowimng
interest and savirgs rates to be determined by the forces of supply amd
dewand; (3) chamel increasing amounts of agricultural credit through
Bolivia's private banks; and (4) encourage development of private seed
industry.

{(6) Local Qurrency Uses

(See Section 3, Local Qurrency Program, of the Action Plan
for this information).

(7) Disincentives for Local Production

As noted above, domestic production currently provides only
about 18 percent of wheat demand. Althowgh the GOB has initiated efforts to
achieve self-sufficiency in wheat, it is not anticipated that this endeavor
will have any major impact for at least four or five years.

b. Title II

{1) Relationship to Mission Strategy

The urben and rural Title II food for work pragram is playirg
an important role in the USG's efforts to support the GOB economic
stabilization program by mitigating the effects of increasing urban and rural
unemployment, and by developimy physical infrastructure in poor neighborhoods
armd rural villages. Currently, an awverage of 25,000 urban workers in seven
cities and 10,600 rural workers in 300 villages are participating in the food
for work prajram per month. By FY 1988, it is anticipated that participation
in rural areas will have been expanded to 12,000 workers per month and 400
villages, a lewvel which is expected to remain constant through FY 1989. The
current urban worker/city figure will likely stay the same through FY 1989.

The Title II program also contributes significantly to USAID's
loxg—term objective of improving the productive capacity of the country's
hman resources base, Mothers' clubs, supported under the Title IT Matermal
and Child Bealth category, are particularly effective wehicles for reducirg
rates of infant mortality and morbidity in a country where such rates are
amoryy the highest in Latin America. The effectiveness of this program has
been enhanced during FY 1986 and FY 1987 by the integration of oral
rehydration therapy (ORT) and child growth monitoring services with food
distribution activities at the mothers' clubs. By 1989, this integration with .
child survival activities will have been extended to gpproximately 2,000
mothers’ clubs throughout Bolivia, involving some 385,000 pecple.



(2) Capacity of Cooperating Sponsors

The institutions inwolved in the implementation of the Title II
program in Bolivia include Catholic Relief Services/Caritas (CRS/CARITAS),
Food for the Hurngry Intermational (FHI), Adventist Development and Relief
Agency (ADRA) and the Mational Commumity Develcpment Services (NCDS -
Government to Government)}. USAID is helping these agencies to improve their
management and technical capability to undertake develcpment programs
consistent with USAID's development strategy. This assistance includes the
introduction of a computerized information and monitoring system for Title II
food commodities, training in program planning, management and evaluation,
nutrition education, ORT and health services, and the (local currency)
financing of technical units within each agency. Over the last eighteen
months, the capacity of these organizations has increased markedly as a result
of USAID's assistance. This, in turn, has allowed an expansion of USAID's
food for work activities.

(3) Special Requirements

USAID anticipates monetizing 5 percent of Title II commodities for
each of the fiscal years 1987-1989, which is expected to generate some
$900,000 per year. In addition, $3 million in local currency funds from Title
I1I are being programmed for use in Title I activities in each of the three
fiscal years. MAppraximately 80 percent of the funds will be used to provide
commodity support to food for work efforts., The remaining amount will be used
to undertake ORT and rutrition education activities through FHI and ADRA.



3. local Currency Program

Iocal currency from P.L. 480 and ESF constitutes a significant element
of the USAID/Bolivia strategy and program. Such resources are essential to
the achievement of USAID's cbjectives.

Whenever possible, local currency resources from P.L. 480 are used to
finance the local cost companents of DA project activities to maximize the
benefits realized from the US dollar input. The resources generated urder
prior P.L. 480 Title I and III Xgreements are being used to finance rural
develcpment projects, agricultural production and marketirng projects, health
and education services, envirommental protection activities, and
infrastructure development—much of which is being carried out by private
sector entities. This project trend will continue during the FY 1988-89
period. The flexibility inherent in the P.L. 480 Title III Program has
allowed USAID to respoard quickly when resources have been required for special
policy or pragram critical situations. An example of this was the relief
effort mamnted immediately following the El Nifio disasters in 1983.

As noted in several project reports discussed at the Semi-Anmual
Portfolio Review (86 State-399273), lack of P.L. 480 liquidity in late 1986
was a constraint to disbursing certain DA project credit funds. This
illiquidity was caused by the GOB's inability to deposit adequate amounts of
lccal currency on a timely basis. However, in spite of the GB's general cash
flow problems, USAID has reached an agreement with the Bolivian Treasury to
. schedule regular local aurrency deposits until all arrears have been paid.

While the GOB has not been able to adhere strictly to the payment schedule, it
has succeeded in reducing its arrears from the $12 million that existed at the
time of the agreement (April 1986) to $4 million as of Janwary 1987. The
disbursement problem is in no way attributable to "overload” on the P.L. 480
Title III Secretariat, as sipgested at the Semi-Anmml Portfolio review. The
situation has clearly improved. Moreover, USAID has been computerizing its
local currency acoounts over the past few months and is now in an improved
position to plan the disbursement of these funds and thus better awoid the
effects of cash flow disnptions.

Local currency resources are allocated in accordance with overall
USAID program strategy. Priorities for use of these resources are set in
amual P.L. 4890 agreements with the GOB and are designed to complement the

strategy.

The local currency resources which will be available to USAID in FY
1987 will be used as follows:

1. P.L. 480 Title III ($25 million): $6.0 million for agricultural
credit, $3.8 million for rural developwent and infrastructure programs, $10.0
million for private sector agricultural develcpment and enviromental
protection efforts, $2.8 million for health and mutrition projects, $1.0
million each for training and policy refarm efforts, and $500,000 for program
administration. The $25 million amount includes $5 million anticipated in FY
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1987 to fund cotton imports (see the P.L. 480 Title III narrative for an
explanation). Funding for F¥s 1988-89 is being programmed at $20 million for

each year.

2.. ESF ($14.7): The ESF budget for FY 1987 is actually $15.0
million. Of this amount, $340,000 will be allocated to USAID's OE funds (see
86 State 008032), leaving $14,660 million available in local currency
equivalent. Ten percent of this amount will be used under a trust fund for
USAID's local cperating expenses. At this juncture, it is likely that most,
if not all, of the remaining ESF local currency will be used to support
elements of the GB's ococa control effort.

3. Reflow furds (approximately $4.7 million) from the Agro-industrial
Reactivation (AIRJ) sub-component under the Disaster Recovery Project will be
used to provide credit for agriculture and low cost housing and grants for the
family rehabilitation furd.

The local curremcy resources generated by the P.L. 480 and ESF
requested for F¥s 1988 and 1989 as well as reflows from the AIRJ subproject,
will be generally allocated in the same way as the FY 1987 program, focusirg
particularly on activities promoting economic recovery, narcotics related
activities, and private sector-led develcpment efforts.

With respect to management of the local currency prodgram, USAID
sees no major charges for FY 1988/89. The increasirg scphistication of the
P.L. 480 Secretariat has permitted USAID to delegate more authority to the
organization with respect to management of the local currency project
portfolio. The Secretariat, in turn, has been able to delegate more
responsibility to intermediate institutions to the extent that it is now
becomirg more of a reviewer of approved activities rather than approver of
activity proposals. USAID continues to maintain an active role in the
Secretariat's cperation to assist in taking oorrective measures as they may be
needed.
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4. Mortgage/Pipeline Analysis and Summary Program Funding

a. Mortgage/Pipeline Marrative

Despite having received $10.1 million of its $24.8 Development
Assistance OYB in the last month of FY 1986, and that these funds were
unanticipated given USAID/Bolivia‘'s DA OYB of $9.3 million, USAID's project
pipeline declined from $84.7 million at the end of FY 1985 to $75.2 million at
the end of FY 1986. By the end of FY 1987, the pipeline is expected to be
$32.8 million.

USATID perceives no particular pipeline prcblems in any of its
objectives. The pipeline figures for all objectives over the FY 1988-1989
Action Plan period are expected to decline from the FY 1986 figures with the
exception of objective No. 2 (Stremgthen the Private Sector). Under Objective
No. 2, the USAID analysis shows an anticipated increase in the pipeline to
$16,976 million in FY 1989, after a decline from $19,052 in FY 1986 to $10, 207
in FY 1987. However, much of the projected pipeline figure is comprised of
funds for the credit components of the FY 1986 Market Town Capital Formation
project and the proposed FY 1988 Small Enterprise Development project.
Inasmuch as the Market Town project is just gettirg underway, USAID has
projected its initial obligation/expenditure figures conservatively. Once the
project is established, USAID intends to take steps to ensure that the credit
portion of the project is implemented expediticusly. This will also be the
case with the credit element of the Small Enterprise Development project.
Consequently, the pipeline figures under Cbjective No. 2 for the Action Plan
years could be considerably less than now projected.

| Note that there is no Annex 6 page for Objective No. 3 (Stabilize
the Financial Structure}, as the supporting projects are quick disbursing ESF
and P.L. 480. Also, the Raral Education II project appears in Annex 6
separately as it is not included under any of the objectives. The PACD for
the project is Jarmary 31, 1987.
Objective 1: No pipeline or mortgage problems anticipated.
Objective 2: See paragraph two above.
Objective 3: No pipeline or mortgage problems anticipated.
Gbjective 4: No pipeline or mortgage problems anticipated.
Gbjective 7: No pipeline or mortgage problems anticipated.
Cbjective 8: No pipeline or mortgage problems anticipated.
Objective 9: MNo pipeline or mortgage problems anticipated.
Gbjective 10: No pipeline or mortgage problems anticipated.
Objective 11: No pipeline or mortgage problems anticipated.
Objective 13: No pipeline or mortgage problems anticipated.

ijeci:ive 15: - No pipeline or mortyage problems anticipated.
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Country: BOLIVIA

c. Sumpary Program Funding Table - Amnex 11

($000)
FY 87 FY 88 FY 89
ARIN
Subtotal 12,151 8,228 8,500
(Loan) - - (4,000)
(Grant) (12,151) (8,228) {4,500)
Health
Subtotal 600 464 250
(ILoan) - - -
(Grant) {600) (464) (250)
Child Survival
Subtotal 3,000 700 1,100
{Loan) - - -
(Grant) (3,000) {700) (1,100)
lation
Subtotal &0 80 20
(Loan) - - -
{Grant) (60) - (80) {20)
Education & Human
Resources
Subtotal 1,070 800 750
(Loan) - - -
(Grant) (1,070) (800) - (750)
Selected Develcpment
Activities :
Subtotal 3,219 9,828 9,410
(Loan) - - -
{(Grant) (3,219) {9,828) {9,410)
Total DA 20,100 20,100 20,100
(Loan) - - 4,000
{(Grant) (20,100) (20,100) (16,100)
Economic Support Fund . 15,000 15,000 15,000
(Loan) - - -
{Grant:} {15,000) (15,000) {15,000)
P.L. 480
Title I - - -
Title II 9, 000* 9, 000 9,000
Title III 20,000* 20,000 20,000
PROGRAM TOTAL 75,200 75,200 75,200
- ——mmml e

*USAID is using the above FY 1987 figures for Titles II & III for the core
Action Plan presentation, per AID/W instructions. As AID/W is aware, however,
it is likely that the FY 1987 program for Title III will total $25 million
(incliding $5 million to fund cotton imports), and that the Title II program
could total as much as $16.7 million.
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"Loans

Project Title and Numher G/L 87 FY 88 FY 89
Agriculture, Rural Development and Nutrition
PD&S 511-0000.01 G S00 500 500
Rural Access Roads II1 511-0466 G - - -
Agribusiness & Artisanry 511-0472 G - - -
Departmental Develomment
Corparations 511-0511 G - -
(hapare Regional
Development 511-0543 G 859 - -
Market Town Capital
Formation 511-0573 G* 951 343 -
L - - 4,000
Industrial Transition 511-0577 G 1,000 2,000 2,000
Disaster Recovery 5110581 G - - -
Agriculture Marketing 511-0585 G - 3,000 2,000
Private Ag Orgs. 511-0589 G 1,265 2,385 -
Emergency Agr. Credit 511-0598 G 7.576 -
Sub~Total 12,151 8,228 8,500
Grants (12,151) (8,228) (4,500)
m - - (4,@)
Health
PD&S 511-0000.02 G 200 250 250
Rural Sanitation 511-0458 G - - -
Tiwanacu Riral
Health/OPG 511-0536 G - - -
Self-Financing
Primary Health Care 511-0569 G 400 - -
CARE Water and Health
Services/0PG 511-0599 G - 214 _
Sub-Total 600 464 250
Grants {600) {464) (250}
Loans - -
Child Survival Initiative
ORS Packets 5113000 G 450 S00 500
Self Financing
Primary Health 511-0569 G 600 - 600
ORT/Growth Monitoring 5110590 G 150 200 -
CARE Water & Health
Services/PG 511-0599 G 1,800
Sub~-Total 3,000 700 1,100
Grants {3,000) (700}

(1.100)
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Project Title and Number G/L  FY 87 FY 88 FY 89
ticn
PD&S 511-0000.05 G 60 80 90
Sub-Total 60 8O 90
Grants (60) {80) (90)
Loans - - - .

Education and Human Resources

PD&S 511-0000.03 G 270 300 350
Rural Dev. Planning 511-0471 G - ~- -
Rural Education II 511-0482 G - - -
Management Training 511-0580 G 300 - -
Training for Develop. 511-0584 G - - -
Narcotics Awareness 511-0592 G 500 300 -
RIAC-Publications XXX G - 200 400
Sub-Total 1,070 800 750
Grants (1,070) {800) (750)
Loans - - -
Selected Development Activities

PLeS $11-0000.04 G 494 550 570
Special Dev.Activities 511-0412 G 150 150 150
Departmental Dev. Corp 5110511 L - - ‘ -
Low Cost Shelter Through

Private Sector 511-0567 G 700 200 -
Policy Reform 511-0571 G - 700 488
Industrial Transition 5110577 G 600 2,692 508
Handicraft Export

Promotion : 511-0583 G 475 750 400
Small Enterprise Dev. 511-059¢ G - 1,480 5,000
Strengthening

Financial Markets 511-0598 G 800 3,306 2,294 -
Sub-Total - 3,219 2,828 9,410
Grants (3,219) (9,828) (9,410)
Loans - - -
TOTAL DEVELOPMENT ASSISTANCE 20,100 20,100 20,100
Grants (20,100} (20,100) (16,100)
Loans - - (4,000)



P.L. 480
Title I
Title II
Title III
Section 416
TOTAL

PROGRAM TOTAL

511-0593 G 15,000
511-0595 G
511-0575 G

9,000
20,000
11,100

40,100

75,200

|

:
:

'
g

&
gll

|

o
 §8

F8w
288,

?].8
2 8
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5. Women in Development

Little research has been done on the status of women in Bolivia, thus
specific information is lackimy. Nonetheless, national conscicusness
regarding the importance of women in the country's economic development and
the need to focus more attention on women seems to have increased in recent
years.

While women suffer no specific legal oconstraints in Bolivian
society—the Constitution fully guarantees equal political rights for men and
women—traditional social patterns have limited their participation in the
development process. In rural society, for example, women are responsible
for the majority of agricultural work, but men usually make the decisions
concerning such work. On the other hand, women are in charge of the sale of
farm produce. In urhan areas, women predominate in a variety of economic
activities, such as hardicrafts and market trade, it do not generally
exercise leadership roles in the upper echelons of the country's major
institutions.

Interestingly, Bolivia's recent economic crisis has been something of
a benefit to women inscofar as direct involvement in the economy is
concerned. In the face of decreasing formal sector employment, the informal
sector has grown to meet the needs of the urban poor. Women have rapidly
moved into this sector to seek ways of supplementing the family's low formal
sector wages or to attempt to compensate for the loss of emplovment by the
male head of the family.

The USLID program has sought to enhance the importance of women in
the Bolivian economy. As such, several USAID proijects are specifically
directed toward increasing women's access to financial resources, technical
assistance, vocational training and higher education. The $3.0 million grant
approved in FY 1985 for the Hardicraft Fxport Promotion project is
benefitting four groups of knitters totaling approximately 3,000 low-income
women who are receiving training and technical assistance in the production
and marketing of alpaca sweaters. It is expected that, by the emd of the
project {FY 1989), a total of 6,000 women will be exporting high quality
sweaters and other fashion items to foreign markets with the accompanying
economic benefits for themselves and their families, In addition, the
project will {a} promote cooperation among artisan organizations and Bolivian
suppliers {(e.g. wool wholesalers, yarn millers, button and zipper
manufacturers); (b) assist knitwear organizations in arranging needed
services (e.g. transportation, raw materials, credit); and (c} establish a
producer association which will help its artisan clients to become familiar
with exportimg procedures and in lobbyimg the Government for policies more
conductive to facilitating artisanal exports, all of which are expected to be
of direct benefit to women.

Small businesses, which are often run by women, are especially
important in the urban areas, as they provide a wide variety of goods and
gervices to the lower and middle socio-economic classes. Degpite its
importance to the economy, this sector has received very little assistance
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and, consequently, has suffered from a lack of access to credit, information
services, training and new technolcgies. An FY 1986-initiated sub-activity
in the Agribusiness and Artisanry project will address these problems through
the establishment of a rewolvirg credit facility ard the provision of
trainimy for micro-entrepreneurs in the areas of accounting, marketing, cost
control, labor relations, and investment strategies. Approximately 600
micro-entrepreneurs will receive trainim, 100 working capital loans will be
provided and approximately 120 jobe will be created through this activity,
which will be directed specially toward women-cperated businesses. Begimning
in FY 1988, a $1.5 million follow-on project, entitled Small Enterprise
Development, will expand the coverage of this pilot activity.

One factor which has oonstrained fuller participation of women in
Bolivia's development efforts in the past has been lack of education and
training. Through its centrally funded and bilateral training resources,
USAID is actively seeking ways of makimg more training opportunities
available to women. The apprmimtely% million in training funds available
within this portfolio represents major potential for making a significant
impact on this problem.

OGgoing and future P.L. 480 Program activities are aimed at lessening
dependency on Title II foods ard using P.L. 480 resources to contribate to
the integration of women into the development process, especially in rural
areas. Throwgh Title II food for work activities and the use of Title I/1II
local aarrency funding, mothers' clube and family edvcation centers arve
participating in literacy and handicrafts training courses, as well as in
family and commmity experimental gardens.

Plans also include the use of Title 1I resources to fund small income
generating projects to provide participants in the mothers' clubs with
additional income. The successful implementation of these activities will
better prepare scme 70,000 women grouped in 2,500 mothers' clubs and family
centers to participate more fully in the econcsly of the country throggh
improved education, training and decision-making skills, as well as access to
credit.

One important step to be taken in FY 1987 with respect to women is
the approval of the first USG-GOB bilateral family plamning program in
Bolivia. Until now, only modest interventions have been carried out by
centrally-funded private institutions operatimg without the support of the
Govermment (which had espoused pro-natalist policies). The new grant will
provide more than $30,000 from Mission funds and $30,000 in centrally-funded
commodities to the Ministry of Health and Social Welfare to initiate family
planning services in hogpitals on a pilot basis. The three—year program will
benefit appraximately 20,000 low-income women in seven cities. The Ministry
of Health has also agreed to permit A.I.D. to establish a centrally-funded
contraceptive social marketing effort in the private sector. The proposed
three—year, $450,000 project will begin in late FY 1987. It is anticipated
that the project will benefit about 100,000 women throughout the country.
These two family planmning activities will provide lower-inoome women with
more active means to decide family size and thereby the distribution of
family resources, which holds potential for further emhancing their status .
within the scciety as well as their quality of life.
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Part III
A. Management Strategy

1. Program Management

As described in last year's Action Plan, USAID/Bolivia has continued
to focus efforts on a group of relatively narrow, well-defined management
targets. This has enabled USAID to manage its portfolio effectively and
design new projects which reflect advancement of USAID strategy in the context
of charging conditions arnd new oppeortunities, and as pragress is achieved.

A review of the current USAID/Bolivia portfolic and the proposed FY 1987
and FY 1988 projects makes clear the urgent need for the reestablishment of a
Private Sector Division headed by a USDH Private Sector Officer. Almost
equally important is the establishment of a USIH position for a Health Officer
within the Health and Human Resources Division to manage the growing high
priority Child Survival portfolic, as well as to respond to new cpportunities
in family planning. The Mission's current USDH ceiling of 15 is reflective of
the smaller, less dynamic program that evolved after the 1982 reactivation of
the then—-susperded USAID/Bolivia program. With the recent rapid growth of the
program {e.g. the Mission began FY 86 with a DA OYB of $9.3 million and
ultimately obligated over $24.0 million), USAID/Bolivia currently has one of
the lowest personnel to portfolio ratios in the LAC Bureau.

In spite of this staff constraint, with the excaption of the Chapare
Regional Development and the Rural Roads Il proj~cts, whose implementation has
been slowed pending GOB progress on coca control, the USAID/Bolivia portfolio
is being implemented on, or ahead of, schedule. Total project disbursements
in FY 1986 were $78 million, with a current pipeline of $75.2 million.

With respect to AID/W concerns regarding the USAID/Bolivia participant
training pipeline, the problem stems, in part, from key staffing changes that
occurred early in FY 1986 in the Program Office, vwhich has responsibility for
managing the training program. The most important of these was the unexpected
resignation of the FSN training officer in November 1985. There was a
considerable lapse before a suitable replacement could be found and properly
trained. In a subsequent effort to accelerate implementation of the training
program, USAID conducted a nationwide publicity campaign in late FY 1986 and
early FY 1987. While great enthusiasm was woiced within the fifty entities
contacted over the training opportunities, this did not result in many
additional training applications. BApparently, the ocrganizations did not have
the institutional wherewithall to follow through with their intentions. This
experience, alorg with that of the logistical and commmications problems
encountered with implementation of the Democracy Awareness component of the
Training for Develcpment project, has convinced USAID that it must expand and
stremythen the outreach capa.bility and operatioml capacity of its trainimg
office. Consequently, USAID is currently examining the possibility of hiring
additional local staff to provide the training office with more opportunity to
use a hands-on approach in its contacts with Bolivian organizations, In
addition, such additional capacity would allow the Mission to maintain a more

Py
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sustained presence in the field, which is key to overcoming the country'’s
severe transportation and coommications problems. This capacity will be of
utmost importance in implementing the Andean Peace Scholarship Program, which
is aimed primarily at disadvantaged groupe, many of which are located in
remote areas of the country. If additional local staffing does not adequately
enhance the Mission's participant recruitment process, then a more costly
institutional contract approach will be pursued, albeit at a substantially
higher cost.

USAID/B currently manages a Title III and Title 11 program of
approximately $40 million annually. As discussed in the P.L. 480 narrative,
program management is outstanding in spite of the fact that the Mission dces
not have a direct hire Food for Peace officer. Given current ceilimg
_constraints the Mission, however, proposes that the Food for Peace officer

assigned to USAID/Peru extend coverage to provide periodic assistance to the
Bolivian Mission.

2. Portfolio Consolidation

USAID is proposing the initiation of four D.A. projects owver the FY
1987-1988 period. Within this timeframe, fourteen on-going projects are
scheduled to terminate (seven in each year). While a amall mmber of these
my eventually be candidates for extension., the mmber of USAID projects will
nonetheless be sharply reduced over the next two fiscal years (from 32 to 22).

3. 0.E. Trust Funds

Under the existing ESF program, USAID has an agreement with the GOB
for the use of 10 percent of local currency resources for cperating expense
purposes. USAID's current O.E.-related local currency requirements amount to
the equivalent of about $800,000 per year. {See Section III, C, 1.}

4, Reorganizimg/Streamlining Mission Management

Steps which have been taken to streamline manargement include:

a. A disciplined, comprehensive policy and preject formlation
process has been established which systematically assesses key areas of
oconcern 90 as to identify new problems and conditions that arise in the
develcpment. envircnment. Key to this process are USAID's sector assessments,
projram and project reviews and evaluations and, with regard to implementation
increased use of US, TCN an HON contract professionals as a means of building
project monitoring responsibilities into project designs and badgets.

b. The use of computers has been increased to enhance project
monitoring capabilities. A system has been developed to track P.L. 480 Title
I1 food commodities. A financial ¢operations status report prepared by the
Controller's office is a key comprehensive management tool. Computerized
tracking systems are used effectively to eliminate wasted staff time and to
facilitate project implementation. In addition, USAID prepares an anmaal
staff traininmg plan through which it prioritizes U.S. and foreign nationals to
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receive training activities aimed at improving their technical and management
capabilities.

c. The combining of the commodity procurement unit and the technical
services contractirg operation under the Executive Office was recently
completed. To supplement the increased efficiency this has brought about,
USAID is requesting an increase in its contracting authority from the current
$100,000 to $500,000. This charge would reduce the time delays inherent in
the procedures now used in conjuction with the Regional Contractimg Office
located in Peru (and soon to be transferred to more distant Equador). USAID's
Executive Officer has recently received additional traininmg in ocontractimg
matters and is prepared and able to take on the additional responsibilities.
USAID estimates that there will be about 6-12 contracting recquirements in the
$100,000 -~ $500,000 rarge over the next two years.

d. Durimg the past year, USAID has expanded its internmal financial
review procedures and, as a result, has stremgthened its program oversight
capabilities, for example:

- Outstanding project advances in excess of $ 5 million have
been liquidated.

- Irregularities in the area of commodity procurement wera
turned up, which led tc the arrest of a USAID procurement
specialist who had been paid kick-backs.

- A review of the Departmental Develcpment Corporation proje:t
disclosed fundamental financial weaknesses, which were

subsequently corrected.

- A review of the Rural Education II project disclosed that
certain funds were used inappropriately by the counterpart
component of the project. The relevant payment wvouchers were
disallowed.

~ Similar reviews to the above are currently uwderway and
corrective actions are beirg taken where necessary.

e. Clearance processes are being streamlined. Division Chiefs have
been delegated increased responsibilities and are held accountable for results.

f. An information systems group, comprised of representatives from
each of USAID's Divisions, plans, formilates policy and provides
recommendations on the procurement of EDP equipment and training.
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5. Adminigtrative Cost Savimgs

USAID has taken a mmber of recent steps with respect to its
adwinistrative gperations that have led to substantial O.E. cash savimgs,
these include:

- The purchase of photocopying machines in lieu of rentals.
Savimgs: $60,000 anmually.

- The termination of leases on USAID staff houses that are
mocopied or are not beirng held for arrivimg persccnel. Savings:
$25,000 annually.

- Whenever feasible, USAID has made advance payments cn staff
housing leases in order t0 reduce annual rental rates. Savimgs:
$21,000 anrmually. _

- The establishment of a flat per diem rate of $46 per day for
in-coumtry travel in lieu of the maximm authorized rate.
Savimgs: $40,000 anmally.

- The streamlinirg of travel authorization doamentation
procedures. Savirgs: $30,000 anmially.

~ The arramement of stagpgered work schedules for USATD chauffecrs,
thus reducing overtime requirements. Savings: $20,000 anrmally.

- The negotiation of charges on State-provided services wuer the
FAAS. Savirgs: $64,000 anmially.

6. Viulnerability Assessments

Weaknegses in ADP capability, the procurement process, host country
contracting ability, and P. L. 480 food distribution monitoring have been
reported to AID/W (86 La Paz 9361). These weaknesses have been addressed by:

—upgradirng computer hardware and software with emphasis on an
aurtomated accounting system (MACS) that tracks projects more carefully
and provide information more quickly.

—all USATID procurement is now located in one office under the
supervision of an American citizen., Financial controls are in place
and an IQC is oontemplated for intermittent techmical support.

—Current USAID Mission policy is to limit HC contracting authority to
omganizations with oontracting experience, a sound reputation for
excellence and good administrative capacity.
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~Title II. P.L. 480 food distribution is now monitored by a
conmprehensive computer software system which has received very -
positive recognition amd is beirg distributed to other USAIDs with
food programs.

A most significant recent increase in vulnerability was the impact on
local Mission employees and counterparts of witnessing an FSN admit to taking
kickbacks in excess of $250,000 and, following the IG investigation only
receive a $25,000 fine and serve a six month prison term.

7. Administrative Improvements for AID/W

AID/W should consider reducing the quantity of reporting requirements
to which Missions mist respond. Requests include information needed by the
Mministrator, PPC, Food for Peace, PRE, variouis sections of S+T, the LAC
Bureau, etc. Many of these requests contain a degree of redundancy and take a
substantial amount of staff time to prepare correctly. AID/W may wish to
consider establishing a clearing house for requests of this nature to reduce
the negative impact of competing requirements as is currently the case.

8. Summary of Critical Issues for AID/W Consideration

a} Provision cf a USIH position to enable the re-establishment of a
Private Sector Division. Given the importance and sensitivity of the private
sector program, AID/W assistance is urgently requested in identifying well
qualified cardidates for this position.

b} Provision of a USPH position to add a Health Officer to USAID's
staff.

c) Increase USAID contracting authority from $100,000 to $150,000 to
assure timely delivery of services and commcdities.

d) Authorization for the extension to Bolivia of the services of
USAID/Peru/s Food for Peace Officer.
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C. Operatiny Expenses
| 1. Trust Fund Narrative

In June 1986, USAID/Bolivia signed a Trust Fund agreement with the
Govermment of Bolivia which provided that 10 percent of all local currency
deposits under the FY 1986 ESF Program would be set aside to support
administrative and operatimg costs of the A.I.D. Mission to Bolivia.
USAID/Bolivia intends to maintain the same percentage of total ESF cash
transfers under the various alternative funding levels.

USAID/Bolivia has an annual requirement of apprcoximately $800,000
in local currency operating expense costs. In FY 1987, it is expected that
the Trust Funds generated under the ESF program will amount to the
equivalent of $1,466,000. Should a 35 percent ESF funding reduction occur,
the amount of Trust Funds available would be reduced to the equivalent of
$952,900, still covering the projected O.E. local currency cost reguirements
for FY 1987. Any local currency resources {Trust Funds) available at the
erd of a given fiscal year would be carried forward to the next fiscal year
to cover that year's requirements, and would remain available until
experded. Therefore, the net impact of a 35 percent reduction is that it
would reduce carryover to subsequent years. However, it is essential to
note that the ESF program to Bolivia is conditioned to the narcotics
objectives ocontained in Section 611 of the FAA which permits 50 percent of
the FY 1987 assistance to Bolivia to be abligated upon presidential
certification that Bolivia has conducte: major drug interdiction cperations
(Note — Such certification has already been made). The balance may only be
obligated if the President further certifies to Corgress that Bolivia has
met crop eradication targets or has made substantial progress on a new
bilateral eradication and control plan. Thus, USAID believes it would be
unrealistic to create too large an OE dependence on receiving a full ESF OYB.
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D. Ewvaluation Plan

1. MNarrative

a. Introduction

During the next two and one-half years, evaluations and
sector assessments will play important roles in the design and
implementation of the overall USAID/Bolivia program and individual
projects. Evaluations will verify the progress the ‘Mission has been
making toward the achievement of its strategic cbjectives, as well as
serve as the basis for project modifications.

Specific issues and information needs to be addressed by the
planned evaluations are sumarized in the narrative below and in Annexes
9 ard 10, which list evaluations in FYs 1986~1989.

b. Issues to be Addressed ty the Planned Evaluations

(1) Agriculture, Rural Development and Nutrition

Project-related issues to be addressed by the planned
evaluations in the ARDN category focus on broad issues involving credit
availability, institutional develcpment, policy charge, and the
strergthenim of private sector capabilities.

. The evaluations in this sector (e.g. Rural Access Roads,
Xgribusiness and Artisanry, Chapare Regional Development), as well as
those of projects in other funding accounts that relate to the sector,
e.g. P. L, 480 Title III, will attempt, in general, to determine the
extent to which the USAID portfolio is addressinmy the perceived
constraints to agriculture development. More specifically, the
evaluations will examine whether the agriculturally-oriented private
sector has responded measurably to the development inputs of USAID and
other donors. In addition, the evaluations will seek to provide a broad
scale profile of the sector's export possibilities in terms of the
contribution the USAID projects may have made to positionirg the sector
institutionally {market systems, financial support mechanisms, policies,
etc.) for further assistance gpecifically oriented toward agricultural
exports. The results of these evaluations will be made a part of an
agriculture sector assessment scheduled for late FY 1988, the intent of
which will be to suygest possible strategic charges in USAID's assistance
to the sector.

) Of the evaluations that toock place in FY 1986 in the
agriculture sector, the one on the Chapare Regional Development project
stands out as a particularly good example of the importance of
evaluations in determining the effectiveness of project design. In this
case, the evaluation resulted in a significant mid-course adjustment of
the project strategy, to include a modification in its geographic focus.
Another evaluation of this project is scheduled for late FY 1988.
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{2) Bealth

Health sector evaluations will focus on the extent to which
USATD-sypported primary and child health activities have 1) expanded the
access of low-income Bolivians to essential health care services, ard 2)
reduced morbidity and mortality amorg children under five years of age. The
evaluations will also examine the technological and managerial effectiveness
of private sector organizations as altermative health care providers to the

resource-poor public sector.

In late 1987, an assessment of the potential role of the
private sector in health education is scheduled to explore cptions in this
area, which is only sporadically served by nongovermsnent bodies. A £fipal
impact evaluation is scheduled for the Rural Sanitation project in late
1987. Implementation/progress evaluations are scheduled in FYs 1988 and
1989 for Water and Sanitation, Self-Financing Primary Health Care, and
ORT/Child Growth Monitoring.

(3) Education

A current internal examination of the Mission's general
participant training pragram is seeking ways to rapidly expand participant
numbers and broaden the coverage of the pragram, particularly in light cf
the advent of the Andean Peace Scholarship Initiatiwe. In FY 1988, a formal
evaluation is scheduled to assess the effectiveness of short-term
participant training under the Trainimgy for Develcpment Project, especially
the Dempcracy Awareness Program.

(4) Selected Develcpment Activities

Five evaluations are plamned in this sector during FYs 19€8
ard 1989. The Policy Reform Project will be evaluated in early 1988, which
will provide a second assessment since the project's initiation on the
nature and quality of the role the Policy Analysis Unit (UDAPE) is playing
in the development of GOB macroeconomic and sectoral policies.

The Financial Sector Assessment conducted in late 1986 is
supporting the 1987 design of the Stremgthening Financial Markets project,
and, to a lesser extent, the proposed FY 1987 Industrial Transition
project. A Private Sector Assessment, which will result in formlation of
an updated private sector strategy for USAID/Bolivia, will be carried out in
the second quarter of FY 1987. Also, an evaluation will be held in late FY
1987 of the micro-enterprise pilot effort {funded under the Agribusiness and
Artisanry Project) which will provide important data for USAID's Small
Enterprise project plammed for FY 1988.
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(5) p.L. 480

Evaluation of P.L. 480 Title III local-currency-funded
projects are scheduled for both mid FY 1987 and late FY 1988 to examine this
increasingly important facet of the USAID/Bolivia program. These
evaluations will review the extent to which local currency-funded projects
have contributed to achievement of USAID's overall strategy.

' An evaluation of the Title II program is scheduled for FY
1988, 1Its principal aim-will be to examine the extent to which food
commodities funded under the program are affecting the matritional status of
the target population of children. The evaluation will also investigate the
program’s logistical arramgements, as well as the extent to which it is
inteyrated with other aspects of USAID's health efforts, such as oral
rehydration therapy. In addition, the Food for Work component will be
evaluated in terms of the efficiency with which the pragram is using food
commodities to provide employment to its target group, as well as measuring
the quality of the subprojects selected under the compoment.
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F. Gray Amendment

1.

Overview

USAID/Bolivia continues to post good percentages on the use of Gray
Amendment contractors. In FY 84, four such ocontractors were used for
contracts totalling $247,000. This was 9.2 percent of the total money
awarded by USAID/B to U.S. contractors. In FY 85, $142,000 of $877,000, or
16 percent, of dollar awards were given to Gray Amendment firms. The
percentage rose to 29.1 percent in FY 86. We project that $200,000 will be
awarded in FY 87 and that during the period between October 1, 1983 and
September 30, 1987, USAID/Bolivia will have provided 16.7 percent of its
U.S. awards to qualifying firms.

Gray Amendment Table for FYs 86/87

A B C - D E
FY Total Developwent Total D.A. Available Total Gray Cray Arendment
Assistance (D.A.) for U.S. Procurement Amendment Percentage of
Awards To>tal U.S. Proc.
{D/C)
1986 24,852,000 2,465,947 718,210 29.1%
1987 20,100,000 Est. 1,800, Est. 200,000 Est. 11.1% Est.
3. List of FY 86 Contracts
Name of Contractor Type of Contract Dollar
(Name of Project) Ownership Date Amount.
a. Global Fxchamge Minority Owned 03/07/86 515,335
3 {Hardicrafts Export
Prosotion)
b. Meerican Mammfacturers
Export Group Minority Owned 03/21/86 29,000
(Disaster Recovery)
c. Tropical Research Women Owned/Seall Bus. 08/08/86 53,825
{Chapare Regional Development)
d. American Man Export Group Minority Owned 05/19/96 34,500
(PD&S/Health)
e. Global Expediting Co. Minority Owned 05/22/96 85, 550

{(Rural Roads II)
718,210
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Supplementary
A. Narrative

Per information received from AID/W, USAID is aware that its FY 1988
Corgressional Presentation is being submitted with a D. A. level of $22.6
million, wp $2.5 million from the FY 1987 figure of $20.1 million, and an ESF
level of $30 million, a doubling of the FY 1987 amount. The P.L., 480 Title
III level, will remain at $20 million, but Title II is being submitted at $8.6
million, down $400,000 from FY 1987, and Section 416 is $10 million versus -
$11.1 million in FY 1987. The total program for Bolivia in the FY 1988 C.P.
is currently $91.2 million, as compared to $75.2 million in FY 1987. For the
purposes of this supplementary section {and in accordance with telephone
instructions from LAC/DP), USAID is calculating its FY 1989 figures at the
same level as those of the FY 1988 C.P., inasmuch as the current FY 1989 AAFL
level is below the FY 1988 C.P. amount. In any event, the difference in
funding between FY 1989 and FY 1987 ($2.5 million) would be applied to the
mortgage, i.e. there would likely be no increases in current projects.

As AID/W is aware, the projected increases for FY 1988 are in the Health
and Child Survival accounts. USAID is consequently proposirg two new projects
for initiation in FY 1988, cne in each of these accounts. The former is
entitled Stremgthening PVO Health Services (LOP: $1.4 million) and the other,
Child Immmization (LOP: $3.3 million). These projects would support
Objective No. 9 (Improve Health and Health Services) and Objective No. 10
{Reduce Infant and Child Mortality), respectively.

As shown in the supplementary project display form below, the projects
would not charge performance for the LAC indicators under Gbjective No. 9.
However, under Objective No. 10, the infant mortality rate projection would
decline with the successful implementation of the Child Immmization project.
Both proiects would modify elements of USAID indicators under their respective
Objectives.

With respect to policy dialogue, the addition of these projects would, in
general, enhance USAID's efforts to increase cocperation between the GOB amd
the private sector on the delivery of health services. The Child Immunization
project, for example, would inclixde emphasis on Ministry of Health :
collaboration with the private sector on the delivery of immmization services.

In terms of program accomplishments, the Child Immmnization project
projects the vaccination of 800,000 children by the end of 1990. The PVO
Health Services project would deliver primary health care services to some
50,000-75,000 pecple by the end of 1990.

As indicated under the Management Strategy section above, USAID requires
the addition of a USIH Health Officer to its staff in FY 1987. Without the
addition of this individual, it would be very difficult to undertake these
additional health projects. No other management or O.E. adjustments. would be



required beyond these normally related to the addition of a USTH to USAID's
staff. The O.E. cost increase is estimated at $60,000 per year (exclusive

salary).

The increase in ESF would be a significant benefit to the GOB's economic
reactivation efforts, both in terms of helping t0 relieve pressure on its
balance of payments account and in providimg the private sector with necessary
capital goods and raw materials. Politically, such an increase would
significantly add to USG efforts to demonstrate solidarity with what the GOB
is attemptimy to do with respect to its economic program and the control of
narcotics trafficking. In policy dialogue terms, USAID would use the extra
leverage to support its nmarootics-related development program.

The added ESF would also increase the likelihood that the local currency
generated under the program could be used to support additional econcmic
development efforts. In other words, all of the local currency might not be
needed to support nmarcotics related activities, as is currently contesplated
under the $15 million, FY 87 ESF program.

Should more D.A. funds become available over the FY 1988/1980 period,
USAID would likely stremgthen its narootics-related development and awareness
programs with the addition of a follow-on activity to the Chapare Reional
Development project. CQurrent plans with respect to export marketing would
also be moved forward.
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B. Charges in Objective Indicators

bijective No. 9: Improve Health and Health Services

1. LAC Indicators: no charge

2. Performance under IAC indicators: o change

1A. Mission Indicators: 2Add "E". Population Served bw PVO-sponsored
primary health care (PHC) services.

2A. Performance under Mission Indicator:

1987 1988 1989
Te_sﬂet Target 'I'al:g et
0] 10,000 30,000

E. Pgpulation Served
3. Accomplishments: no charge
4, FKey Assumptions: no charge
5. Policy Dialogue/Conditionality: no chamge

6. Planned Accomplishments:

- Implement 24 PVO-sponsored PHC sub-projects 4/99
delivering services to 50,000-75,000
beneficiaries.

- Establish a consortium of Bolivian PVOs 2/89
active in the promotion, design and imple- .
mentation of PHC program in Bolivia.

{$000)
7. Projects Supportimy Gbjective: FY 1987 FY 1988 FY 1989

Strergtheningy PO
Health Services 0 836 564
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bjective No. 10: Reduce Infant and Child Mortality

1.

IAC Indicators: no charge

Performance under LAC indicators

1987

Projection
A. Infant Mortality 190
B. Child Death Rate 22

JA. Mission Indicators: no charmge

2A. Performance under Mission Irdicators:

1987
Target

B. Immmization Coverage
(0PT, TB, measles) 50%

1988 1989
Projection Projection
180 150
20 16
1988 19€9
Target  Target
65% 75%

Accosplishments: Increase immmigzation coverage (DPT, measles, TB)

Key Assumptions:

to 90% of children under three years of age by 1992.

- Continuing availability of vaccines from UNICEF, supplemented if

necessary by AID.

- Technical and management capacity of the MH will be adequate for
successful absorption/utilization of project resources.

- Missian staff will be augmented to improve its technical
competence/capacity in order to increase Child Survival activities.

Policy Dialogue/Conditionalitys:

- GOB to authorize/collaborate with private-sector
agencies (US ard Bolivian PVO's) in delivery of
immmization services.
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Planned Acoonplishments:

-~ Vaccinate 800,000 children. 4/90
- Establish cold chain in rural areas. 3/89
- Implement nationwide public information/
motivation program. 2/89
Project:
($000)

FY 1987  FY 1988 FY 1989

Child Immunization 0 3,300 0
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Qomtry: Bolivia

1.

Child Immmization

CBJECTIVE: Reduce infant/child mortality
AOOCUNT s D.A. Section 104, (hild Survival
LOP: $3.3 million

DESCRIPTICN: 500, Cc

SCHEDULE : Review and approval by USAID/

Bolivia in February 1988

Brief Description

The purpose of this project will be to significantly increase the
ocoverage of the Ministry of Health's Expanded Program of Imnmmization
(EPI) amorg children under three years of age by 1) converting the EPI
from a "campaign” orientation to a permanent service-delivery system,
ard 2) remowing the technical and material comstraints (inadequate
training, low public awareness, limited cold chain and transport) to the
fielding of a successful EPI program. The specific cbijective of the
project is to immmize approximately 90 percent of Bolivian children
under three years of age by 1992 against polio, diphtheria, tetamms,
measles and TB.

Potential Issues

Contined MCH access to vaccines after project termination.
The project includes the presmmption that an intensive,
four-year effort to attain 90 percent immmization coverage
will require significant quantities of vaccines to be provided
by UNICEF and AID. Following attairment of this degree of
ocoverage, however, the quantity of vaccines required for a
"maintenance” program will be substantially lower.

Technical and management capacity of the MH to effectively
absorb amd utilize project resources. AID experience with the
MH as a project counterpart has been generally unsatisfactory,
especially in the context of primary health care ard rural
sanitation projects. By limiting AID-MH collaboration to one
vertical program (EPI), and by providirmg assistance to
strergthen MH technical and management competence within that
program, USAID hopes to control/overcome many of the
shortoomings which have negatively affected previous assistance
efforts with the MH.

-
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a. Problem

In 1985, the last year for which data are available,
inoculation coverage of Bolivian children under three years of age
was 302 for polio, 33% for DPT, 22% for measles, and 24% for TB.
While improvement in these coverage data is expected in 1987,
Bolivia is still far short of the pace it must establish to approach
the GOB's goal of 90 percent immmization by 1990 under the Expanded
Program of Immmnization being implemented by the MCH. Constraints
to achievement of this goal have included inadequate technical
personnel; lack of transport; spotty extension of the cold chain,
egpecially in rural areas; a relatively low level of public
education/motivation re the immmization program; the MCH's
concentration on a "campaign" approach, with lapses in program
effort during campaign intervals; ard finally, the difficult
topograpy of the country and the highly-dispersed patterns of
population settlement.

b. Project Strategy

Recent developments have led USAID/Bolivia to reconsider
its policy of providing only modest, indirect support for the MCH
EPI program. First, the program is falling far short of its
targets, leaviny the majority of Bolivian infants and children in
jecpardy of sucoumbing to preventable and fatal diseases. Second,
budgetary constraints on the UNICEF assistance program in Bolivia
are preventirg that agency from offerirg a more expansive response
to the requirements of a permanent, extensive EPI program: ard
third, the democratically elected Paz Estenssoro govermment has
taken significant steps toward stabilizing the structure and focus
of the M(H, including the assigmment of highest priority within the
health sector to child survival. Moreover, AID support for private
sector-tased immnization programs has been successful to Gate in
meetirg its objectives, but population coverage has been only
partial due to the limited coverage of non-government infrastructure
for immmization programs.

Under this project, USAID/Bolivia will participate fully
and directly with the M(H to accelerate progress toward attainment
of EPI goals. Technical assistance and training rescurces will be
concentrated in the MOH Maternal/Child Health Division, which has
overall regponsibility for implementation of the EPI program.
Commodity support, including transport, oold chain supplies,
audio~visual materials and, if necessary, vaccines, will be
concentrated in the outreach elements of the EPI program. All USAID
assistance will be coordinated closely with UNICEF and PAHO through
a permanent working group includimg those agencies, USAID and the
MCH. :

‘
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c. Project Description
(1) Goal and Purpose

The of the project will be to decrease Bolivia's
very high rate of infant and child mortality (currently estimated to
be approximately 200/1000). The purpose of the project will be to
increase the coverage of the MH expanded program of immmizations
among children under three years of age.

(2) Components .

- Technical assistance will help the MH to 1)
identify shortcmimgs in the Ministry's personnel training and
pragram supervision procedures; 2) design improved trainirg
curricula and monitoring systems; 3) improve public
information/motivation activities; and 4) improve program
management and logistics.

- Commodity support will 1) extend the cold
chain—both portable ard clinic-based—into the counmtry's rural
areas; 2) provide transport (vehicles, motorcycles, bicycles) for
service delivery and supervisory persomnel; 3) provide audio-visual
supplies and equipment needed to reinforce MH ocutreach efforts in
support of the EPI programy and 4) provide—to the extent not
covered by INICEF—the additional vaccines needed for an agmented
EPI.

- Training in the U.S., Bolivia and third countries
will focus an the technical and management needs of MCE-MCH Division
personnel regponsible for the EPI program. Virtually all training
will be short-term and oriented toward skills-develcpment.

- Limited assistance for loml cperating costs of
the augmented EPI program will be provided, but USAID and the MH
will continue to draw upon P.L. 480 Title III resources for the bulk
of these requirements.

{3) Project Outputs

- Children vaccinated against 800, 000
measles, polio, DPT, TB

- (old chain-estahlished 4,000
gervice points

- Public information/motivation 9 departments
program implemented
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(4) Implementing Arrangements

USAID/Bolivia will execute a Project Agreement with
the MOH, which will be responsible for implementation of the project .
through the MCH Division of Maternal and Child Health., WNICEF, ard to
a lesser extent, PAHO, are expected to participate closely with USAID
and the MCH in the selection and scheduling of project inmputs. A
permanent EPI working group composed of UN agencies, USAID and the MCH
will meet regularly to ensure effective coordination of project
assistance.

d. Preliminary Budget

Cost Category Life-of -Project
($000)

Technical Assistance 400

Trainimg 300

Commodities {cold chain equipment, 2,000

transport, audio-visual materials,

vaccines)

Other {local costs, evaluation, etc.) 600
Total $ 3,300

e. Relationship of Project to AID Country Cbhijectives

Child survival is a primary objective of the USAID/Bolivia
assistance pragram, ard is the highest priority of USG assistance in
the health sector.

£. Design Schedule

A pre-PID assessment of the EPI program and its resource
requirements will be conducted in May 1987 with technical assistance
from AID/W. The PID will be prepared in July-Aigust 1987, and the PP
will be scheduled for completion by February 1988. USAID/Bolivia
proposes that the project be authorized by the USAID Director.
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Country: Bolivia '
2. Stremgtheninmg PVO Health Services

CRJECTIVES: Improve Health and Health Services
ACCOUNT's D.A. Section 104, Health

e: $1.4 million (G)

DESCRIPTICN: 500, Cc

SCHEDULE:  USAID/B to review and negotiate OFG

proposal: January-May 1987.
OPG approved by USAID: October 1987.

Brief Description

The purposes of this project are to: 1) expand the
availability of primary health care (PHC) services for low-incowme
persans throggh the implementation of up to 24 PHC projects
sponsored by US-based and irdigenous PVOs; 2) develop a consortium
of Bolivian PVOs working in PHC to promote lag-term stability and
sustainability of commumnity-based health care services; and 3)
upgrade the technical management and financial competence of the
participating PVOs.

Potential Issues

- Technical capacity of USAID/Bolivia to review/approve PHC
sub-projects prepared by Private 2gencies Collaborating
Together (PACT) for implementation in Bolivia.

- Administrative capacity of PAXCT-affiliated P¥0s in Bolivia
(CARE, Esperanza, Project Concern, Save the Children, etc.)
to effectively screen and monitor PHC sub-projects, in
addition to the AID/W and USAID-funded Child Survival .
grants currently being implemented by these omganizations.

- The awailability of a sufficient mmber of indigenous PVOs
having the orientation amd institutional stability to
participate meanirgfully in the project as providers of PHC
services. A major source of potential institutional
participants in the project will be the Association of
Nor-Govermment Organizations in Health, a Bolivian
association of some 45 indigenous PVOs.

a. Problem
Access to primary health care services is extremely

limited in Bolivia, egpecially for low-income persons in rural
areas. The health status of mxh of the population is consequently
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(3) Components

~ PXT support for to 24 PVO-Based PHC Projects:
PACT member PVOs active in Bolivia (e.g., CARE, Project Concern,
Save the Children, International Volunteers Service, etc.) will work
closely with the Bolivian PVO community to identify innovative PHC
activities and to develop sub-project proposals for these
activities. An in-country PACT coordinator will forward the better
sub-project proposals to PACT headquarters in New York for further
review. Successful proposals will be forwarded to USAID/Bolivia for
final approval, after which PACT/NY will directly fund the
sub-projects ard provide orgoirng technical assistance to each
participating PVO/sub-project through PACT representatives
in-country and consultant support from PACT headquarters.

Althowgh some (e.g. wp to five) of the individual
sub-projects will be implemented directly by the U.S. PVOs which are
menbers of PACT, the Mulk of the sub-projects will be implemented by
indigenous Bolivian PVOs. These individual sub-projects will stress
basic health interventions, including child survival services, which
can be igplemented at the commmity level, and which can be
continued after sub-project termination with resources available
frcm within the beneficiary communities. To the extent feasible,
the sub-projects will also he integrated with other related
activities being implemented by the participatimg PVOs, such as
potable water, family gardens, etc.

— Institutional development of Bolivian PVOs ictive
in the health sector: A key objective of the project, alomg with
increasing access to/use of PHC services by low-income persons, is
to develgp within the Bolivian PVO community the technical,
financial and management competence to design their own PHC
programs and to sustain them after completion of project
asgistance. PACT will assist the participating Bolivian
PVWOs—through technical assistance, individual and group training,
project assessments, etc.--to become a major source of PHC services
in Bolivia. PACT will promote this outcome by assisting in the
creation of a consortium of Bolivian PVOs active in the health
sector. This consortitum will serve as an institutional channel for
PACT technical and training assistance on behalf of member agencies;
enable the member PVOs to collectively tamget high-need segments of
the population; serve as a ooordinating mechanism to standardize,
where appropriate, health service methodologies; and will extend the
"reach" of PACT technical and training assistance to a larger growp
of institutional beneficiaries.

By end of project, this consortium will be equipped
with the necessary project development and implementation experience
and institutional skills to act as a key participant, with the M,
other donors, etc., in the plamirnyg and delivery of PHC services in
Bolivia. .
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very poor, even by the low standards which prevail elsewhere in
Latin America. Ideally, the GOB Ministry of Public Health (MH)
should be a major delivery system for PHC, ut resource constraints
and a concentration of Ministry attention on vertical programs
(malaria eradication, immmization, water supply, etc.) have limited
MH effectiveness as a provider of comprehensive PHC services.
Mearwhile, the majority of the low-income population in Bolivia has
soxght and received health care through private sector chamels, in
response to the latter's better responsiveness to clients' perceived
needs and better standards of personal treatment. Much of these
health services, however, have been curative, and have been only
marginally effective in filling the gap left by weaknesses in the
MH health delivery system.

b. Project Strategy

The Strergthening PVO Health Services project will
build on the positive reputation enjoyed by indigenous PVOs as
health care providers, and will expand their capacity to deliver PHC
services in areas (functional and geographic) inadequately covered
by the MH.

USAID/Bolivia will execute an (perational Program Grant
(OPG) with PACT which will have primary responsibility for: 1)
screenirng, pre-selecting and proposing for USAID/Bolivia aporoval wp
to 24 PHC sub-projects to be implemented by Bolivian PWOs and
PACT-affiliated U.S., PWCs active in Boliviar 2) provision of
financial, tecdhnical and monitorimg assistance in support of the PHC
sub-projects; 3) assistimg in the creation of a cnsortium of
Bolivian PVOs ergaged in the delivery of PHC services, includimg
provision of trainimg and technical assistance to the consortium and
member-PV0s to develcp their capacity to continue health care
activities after the end of the project.

c. Project Description

(1) Goal

The goal of the project will be to improve the
health and productivity of Bolivia's human resource basis.

(2) Purpose

Expand the availability of primary health care
services for low-income segments of the population.
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(4) Project Outputs

- proximately 24 PVO PHC-sponsored sub-projects
delivering services to 50,000~75,000
beneficiaries.

- A consortium of Bolivian PVOs active in the
promtlon, design and 1nple:mantaglm of PHC
programs in Bolivia.

(5) Implementation Arrangements

An Operational Program Grant (OPG) will be
executed with PACT to administer the project. A PACT Project
Manager will be stationed in Bolivia to ccordinate the
project-related activities of PACT agencies in Bolivia, PACT/N.Y.,
and participating Bolivian PVOs. Individual FHC sub-projects
proposed by PACT will be reviewed/approved by USAID/Bolivia prior to
commencement of furnding.

d. Preliminary Project Budgét {USAID inputs)

Cost Category Life-of -Project ($000)
Technical Assistance 200
Training 150
PHC Proiects 950
Cther 100
Total $ 1,400

PVO counterpart resources to be contributed in support
of the project will amount to approximately & 500, C00.

e. Relationship of Project to AID Cbhbijectives

The project will directly support USAID/Bolivia's
objective of expandimng the availahility of PHC services in Bolivia
through private-sector chamnels.

f. Design Schedule

USAID will consult with PACT during January-May 1987
to refine the elements of an OPG proposal received from PACT earlier
in FY 1987. Pending the successful outcome of these consultations,
an OPG will be ready for execution in early FY 1988,
(October—November 1987).

The OPG will be signed by the USAID Mission Director.



