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B. List of Acronyms

National Democratic Action Party

Bolivian Agricultural Bank

Eastern Agricultural Chamber

State Conglomerate

Bolivian Confederation of Private Businessmen
State Mining Corporation

Regiondl Development Corporation of Santa Cruz
Bolivian Institute for Agricultural Technology
Intermediate Credit Institutions

Institute for Entrepreneurial and Administrative
Development

Ministry of Agriculture and Campesino Affairs
National Revolutionary Movement Party

National Community Development Services
Foundation for the Promotion and Development of
Microenterprises (a Bolivian PVO)

Secretariat for the Development of The Bolivian
Tropics

Economic Policy Analysis and Development Unit
United Nations Fund for Drug Abuse and Control

State Petroleum Company
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I1. Political and Economic Background

A. The Political Setting

After nearly eighteen years of almost uninterrupted military
rule, Bolivia returned to constitutional democratic govermment in October
1982. The country was suffering froma a despening economic crisis, but
the mood was hopeful that the nev government would be able to resolve ths
nation's economic and political problems.

The administration of Herndn Siles Zuazo, however, was largely
unable to ruls the country effectively. The political coalition which
brought him to power began to dissolve almost from the moment the
democratic governsent was inaugurated. In an effort to maintain his
political support, Siles undertook nine major (and several minor) changes
in his ministerial cabinet. His coalition dissolved cospletaly at the
end of 1984. The Congress, vhich seated Siles, wvas neutralized by the
political divisiveness of its mesbers. Consequently, wvhile the country
did not suffer a coup during the Siles regime (1982-1985), it was plagued
by chronic instability.

In this environment, the nation's economy worsened sharply and
dissatisfaction becamea widespread. Strikes and other types of labor
disruptions become commonplace. Finally, in December 1984, faced with a

situation that he found threatening and unmsanageable, President Siles
made the decision to call national and municipal elections for the sumser

of 1985, one year earlier than originally planned. The transfer of power
(the first in Bolivian history between two democratically elected
opposition political parties) to the newly slected government of Victor
Paz Estenssoro took place on August 6, 1985.

B. - The Economic Crisis

The economic crisis that Victor Paz Estsnssoro inherited in
1985 had been in progress for more than 10 yeaxrs. Upon assuming office
in Octcber 1982, the Siles government confronted an economic crisis of
such magnitude that previous attempts to deal with it bad led to
widaspread strikes and damonstrations and caused the resignation of the
military govermment which preceded Siles. The sconomic situation
resulted, in part, from poorly conceived investments in the public sector
and excessive borrowing based on unsound economic and developmant
policies (1971-1978), coupled with large public sector deficits, sounting
external dsbt servicing requiremants, and a precariocusly low level of
international reserves. Heavy borrowing from Latin Assrican nations to
cover rapidly expanding deficits, largely dus to the cut-off of
concessional and commercial credit resources following the 1980 Garcia
Mexa coup, led to the unrestrained printing of soney and the initiation
of an inflationary spiral which contimed through August 1985. PFinally,
constant political instability limited the Siles government’s ability to
develop a camprehensive and sustained response to the nation's economic
problems.
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Since October 1982, Bolivia's economy had been in severe
recession, causing human and financial suffering for its people and
precluding sustained economic growth and development in the country. The
deepening of the crisis was reflected in GDP growth rates of =-6.6% in
1982, -7.3%, in 1983, ~3.1% in 1934, and -2.1% in 1985.

Bolivia's already serious economic situation substantially
worsenad during 1984, Virtually all sectors of the economy showed
declines, with sharp drops occurring in the mining (16.1%) and
manufacturing (15.3%) sectors. Export earnings fell by approximately
23.6%, making it even more difficult for the GOB to meet its overdus
obligation to foreign banks and other creditors. The nation's debt
sexvice ratio as a proportion of exports climbed to 46.3%. The
consolidated fiscal deficit of the GOB and its state-owned enterprises
rogse to an estimated 28.6% of GDP.

The deepening crisis resulted from the Siles government's
inability to mount an effective economic stabilization and recovery
program. som October 1982 to August 1985, the GOB adopted six separate
"packages” of economic reforms. Some of these were more meaningful than
othera; but strongly negative political reaction to all of the economic
packages resulted in vacillation by the Siles administration and a lack
of foilow-up actions. The net effect of these isolated attempts was to
exacerbate the nation's economic difficulties, resulting in a significant
increase in the central government deficit for 1984, and an annualized
inflation rate of more than 23,000% (October 1984 through September 1985).

A significant factor which further hampered the GOB's economic
recovery efforts was the El ¥ino flood and drought disasters of 1983/84.
These natural calamities cost the GOB more than $60C million in economic
losses and unanticipated foreign exchanges expenditures. The disasters
stimulated political discontent, as the government's inability to respond
adegquately to the country's econemic crisis and to drought conditions
became evident. In early 1984, however, the rains returned and the
drought conditions on the Bolivian altiplano largely abated. The
national food supply situation improved significantly. Although the
drought ‘in the highlands ended in 1984, the regicn's farmers, who were
severely decapitalized, continue to require several years of additiocnal
recovery assistance.

The economic situation faced by the new Paz government upon
taking office in Augqust 1985 called for drastic action to restore public
confidence and bring about economic stabilization and recovery. Reform
measures were essential to reduce the fiscal deficit, to adjust the
official exchange rate to end the destructive disparity that existed with
the parallel market, and to expand the productivity of the economy. To
be in a position to implement the required economic measures, the Paz
government knew that it would have to regain the political power the
central government had lost under Siles by asserting its authority over
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the union leaders who had gained control of the stats enterprises,
government ministries and the Central Bank.

Swesping sconomic recovery msasures were enacted on August 29,
1985*, just three weeks after Paz assumed power. The mesasures were
deasigned to halt hyperinflation, providea free-smarket incentives for the
reactivation of domestic production, eliminate price distortions in the
sconomy, rastructure the stats entarprises, and provide the economic
basis upon which the governmant wounld he able to govern the country. The
far-reaching measures (1} davalued the pesc by 93.3% and implemented a
flexible sxchange rate sschanism to allow the peso to be adjusted in
accordance with market forces, (2) eliminated all price controls (except
those on petroleum products—--which were raised to world prices—-—-and
utility services), {3) froze public sector salaries, (4) provided for
free nagotiation of private sector wages, (5) abolished bank interest
rate controls, and (6) provided for the dacentralization of Bolivia‘'s
main state enterprises (COMIBOL, the state mining corporation, YPFB, thas
state petroleun company, and CBF, the state conglomarate).

The Paz economic program was bold, comprehsnsive and farther
reaching than had been expected or believed politically possible.
USAID's analysis indicated that the economic stabilization program of
President Paz would achieve a major reduction in the fiscal deficit,
reduce the need for large scale monetary smissions, and, consequently,
lower the rats of inflation and stimumlate balance-of-payments recovery.
The program paved tha way for a more rational allocation of domestic
resources and more squitable growth through the activities of an
unencumbered privats sector and more efficient public sector
enterprises. While its success would reinforce the democratic process in
Bolivia, the program did require painful adjustments in an econamy which
had been long dominated by governmsnt intervention.

On October 16, General Hugo Banzer Sulirez (former President of
Bolivia and head of the nation'’s second largest political party--the ADM)
and President Paz (MHR) signed an historic "Pact For Desocracy,” under
wvhich the ADN and MNR parties, which together hold a significant majority
in Congress, agreed to cooparate in areas of mutual interast (most
notably economic recovery and coca control), for the bsnefit of the

country.

By early December 1985, it was increasingly clear that the Paz
stabilization program was having a positive effect on the sconomy. The
government had just initialed a Letter of Understanding with the INF,

*{See Annex A {(unpublished) for an analysis of the Paz government's New
Economic Program).
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expecting an agreement in March, and, to stimulate private foreign
investment, signed an agreement with the Overseas Private Investment
Corporation (OPIC). However, year-end wage bonuses and emergency
agricultural production credit disbursements caused a brief and temporary
resurgence of hyperinflation. On January 6, the government decreed
additional measures which called for a reduction in the government's
labor force and layed off 17,000 government workers. On January 22,
President Paz reconstituted his 18 member cabinet. The new Ministers of
Finance and Planning had been part of the President's task force which
had designed the August 29 economic stabilization program. The President
formed a stronger cabinet in general and significantly refortified his
economic program. A revised Letter of Understanding with the IMF was
signed in mid-March with a Standby Agreement expected toc be finalized in
early May*.

C. Narcotics

In the area of coca eradication and narcotics control,
Pregsident Paz Estenssoro has made more progress than any previous
Bolivian administration; nevertheless, the problems to be overcome are
still overwvhelming. The government has signed formal agreements with
campesino groups to initiate voluntary coca eradication and is surveying
coca fields for future licensing or eradication. On November 28, 1985,
the Paz government initiated the long awaited coca eradication program in
the Chapare. However, as of the end of April 1986, less than 100
hectares of coca had heen eradicated of the 4,000 hectares that were to
have been eradicated over the pericd mid-1983 to mid-1985,
Notwithstanding, the GOB has had some notable succeas on the interdiction
side of the coca control equation. Between August 1985 and March 1986,
the Government destroyed 131 cocaine producing labs, seized 576 kg of
cocaine paste, 430 kg. of cocaine base and 2,273 kg. of marijuana, and
made 256 drug-related arrests. Despite these notable signs of progress,
however, the overall performance of the GOB on enforcing narcotics
control cannot be considered to be satisfactory.

* Annex B presents several series of eccnomic¢ indicators which
demcnstrate the impressive success of the Paz economic recevery program.

L
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II1. USAID/Bolivia and LAC Resgional Development Strategies
A. USAID/Bolivia Country Development Strategy

USAID/Bolivia‘'s development strategy objective is to promote:
(1) short-tarm sconomic stabiliszation, (2) basic structural reforms
leading to sustained economic growth and {(3) a wider sharing of the
benefits of growth through increased farmer production, expanded
amployment cpportunities and higher real income. To achieve this
stratagy objective, the Mission is guided by three highly interrslated
goals: (1) to support democratic and constitutional government, (2} to
help Bolivia resolve its economic crisis and to promote self-sustaining
economic growth, and (3) to support USG efforts to reduce the production
and flow of cocaine into the United States.

The first goal of supporting democratic and coastitutional
goverrment, while long=term, also reflects the USAID's short-term
strategy. With the installation of the damocratically elected Pax
governmant and the snactment of a comprehensive economic stabilization
program on August 29, 1985 (See Annex A for a description of the economic
reform package and an analysis of it by the USAID), the Mission's
immediats goal is to support the maintenance and streangthening of
democracy in Bolivia. The A.I.D. program seeks to provide
quick-disbursing, responsive developmant assistance and
balance-of-paymsnts support to minimize economic hardships and political
unrest which will arise as the government shifts from a highly subsidized
sconomy to a free market one. Such assistance will support the
institutionalization of the democratic process, contribute to the long
term viability of ths GOB sconomic recovery program and strengthen the
governmant's efforts to implement effsctive narcotics eradication and

control programs.

USAID/Bolivia's second goal is to help Bolivia resolve its
economic crisis, and to promote sustained economic growth and development
once the smergency economic stabilization prograa has halted the
deterioration cf the Bolivian economy. The economic growth strateqy is
to promote growth with equity through active policy dialogue with the GOB
designed to result in the adoption of more rational macro-~economic and
sectoral policies. The program is largely targeted on the needs of the
poorest segments of the population, particularly by emphasizing the
crsation of productive employment opportunities as well as greater access
to health care, education, and social services. The USAID strateqy will
be designed and implemented to allow the privats sector to play a larger
and more dynamic role as an engine of growth in the economy, particularly
in areas in which Bolivia has a comparative advantage: agriculture and
agribusiness, artisanry and handicrafts and non-traditional exports.
Micro snterprise davelopment in urban and rural arsas will also recsive
strong emphasgsis in this strategy. To facilitats sconomic growth through
increased labor productivity, this goal also entails enhancing the
quality of the nation's human resources base (particularly in productive
skills) and improving the health status of the most nutritionally
vulnerable populations.
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The third goal is to support USG efforts to reduce the
production and trafficking of cocaine in Bolivia, The USAID narcotics
related strategy is to support coca eradication and control activities
with suitable social and economic develcpment programs and narcotics
education activities. In confronting Bolivia's coca production and
trafficking problems in the Chapare, however, the success of ths USAID
development strategy is predicated on the implementation of effective
coca eradication and control programs by the GOB.

B. Modifications in the USAID Strategy Since the Last Action Plan

Emphasis among the components of USAID/Bolivia's development
strategy has been modified periodically to respond to changes in
government, new national priorities, and other unexpected matters. The
overall strategy, however, hag maintained its basic thrusts of support
for democracy, economic stabilization and long term economic development,
and narcotics contrecl. As a result of the positive events in Bolivia
since the July 1985 aelections, however, the Mission has placed more
emphasis than before on short term macro—~economic assistance and sectoral
pelicy refcrm and on the expansion of the role of the private sector in
the economy. “The strategy also stresses expangion of private sector
inveolvement in the education and health fields. Program activities in
the urban sector have become more important to the Mission's strategy
because of the need to generate employment opportunities for the
increasing number of urban unemployed who have or will lose their jobs as
the government continues to implement its austere economic stabilization
program,

The USAID no longer has a discrete disaster recovery component
in its development strategy*. Under the Disaster Recovery project,
agricultural inputs are being sold, and road and water system
rehabilitation subprojects are being completed. These resources are, for
the most part, being directed to the populations of Bolivia's 1983/1984
El Nino flocod and drought regions in an effort tc reverse the economic
damage inflicted by the natural disasters.

Another modification has been the diminished emphasis of the La
Paz-Cochabamba~Santa Cruz corridor within the USAID's strategy. While
most of the development activities which USAID will support in the next
few years will, in fact, occur in the corridor region, the primary
emphasis will be on doing what is necessary and possible to bring about
urgently needed macro-econumic recovery rather than on a particular
geographic region.

* While the Mission does not have a discreet disaster recovery component,
recent severe flooding in the Lake Titicaca region of the country as well
as heavy rains in other parts of Bolivia have required emergency
agsistance through OFDA of shelter materials as well as a supplemental PL
480 Title 1II food program for flood victims. See Mission's situation
reports for details.
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Finally, the USAID has undertaken a privatization process of
its own. As arsas of USAID support have been identified that can be
carried cut more effectively by the Private Sector, responsibility has
been shifted away from public entities. Examples of this can be found in
activities such as provision of potable water, primary health cars
services, child survival initiatives and delivery of agricultural credit.

C. Mission's Application cf LAC Regional Development Strateqy

The LAC regional development strategy involves two stages: (1)
stabilization assistance and (2) macro-sconomic policy reform and
economic growth with equity. The short-term focus of U.5. resources in
Latin America is on economic stabilization while atrengthening democratic
institutions and supporting respect for human rights. This assistance is
dasigned to halt the sconomic deterioration which has been occurring and
to stabilize naticnal economies for long tarm economic growth. Step two,
and the longer—term direction of ths striateqgy, emphasize sacro-econcaic
and sectoral adjustments, energizing the private sector, expanding
agricultural productivity, promoting exports, incrsasing employment,
providing training, and isproving health conditions. Thase avenues, if
pursued effectively and consistently, will increase the pace at which the
sconomic and social benefits of growth will spread throughout society.

The sectoral directions of the LAC strategy includes (1)
agricultural developsents specifically focussad on small and medium scale
commarcial farmars, {2) development of exportable products with a
comparative advantage, (3) education, with emphasis on tachnical
training, and (4) the delivery of health services, directed toward the
control of diseases which limit worker productivity. Private sector
organizations in each sector are to be used instead of public
institutions whenever possible. The regicnal strateqy alsoc proposes to
do more to address urban growth problems. This assistance concentrates
on expanding small and medium scale industry to generate urban
employment. It promotes offering more and better shelter solutions,
which generats additional employsant opportunities in the regiom’s urban
centers.

D. USAID/Bolivia and the LAC Reqgional Strateqy

Since the last Action PFlan, tha priorities of the USAID
strategy have been slightly modified, based on events in Bolivia over the
past year, and conform closely with the Burssu'’s regional design. The
Misaion program is also essentially comprised of a two-stage
approach--econcmic stabilization and growth——and places a hesavy emphasis
on policy dialogue. The USAID's program plan stresses policy dialogue on
the macro-economic and sectoral levels. In addition, the USAID will
place particular emphasis on agriculture, exports, technical training and
health, largely through an enhanced emphasis on the participation of the
private sector. Special attention will also be devoted to small
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enterprise develcpment and to the improvement of the efficiency of the
nation's financial system. Finally, the USAID's increased emphasis on
the urban sector, shelter and employment generation is also consistent
with the Bureau's Strategic Plan.

E. The USAID/Bolivia Programatic Strateqgy

The USAID program strategy will be implemented using the four
instruments listed below. It is important to emphasize that, in
discusgsions with the GOB, the Mission combines all four tools to provide
a significant package of assistance with which to negotiate policy and
structural reform.

1. Development Assistance: The Development Assistance Program
will provide technical and capital assistance in key areas {(particularly
economic policy and private sector development) which are essential to
the achievement of the Missgion's overall policy objectives.

2. Economic Support Funds: An ESF balance of payments support
program is considered to be an essential complement to the economic
assistance elements of the Development Assistance Program. At present,
ESF support for Bolivia is conditioned by Secticon 611 of the Foreign
Assistance Act, which relates the release of such resources to GOB
progress in narcotics control and eradication of coca. Annex A to this
Action Plan presents a recent, comprehensive analysis of the GOB
economy. When conditions are appropriate to proceed with a FY 87 or 88
ESF program, USAID will prepare a detailed PAAD which will further
analyze GOB progress and necessary elements of conditionality.

3. PL-480 Title 1II: Title III support provides essential
leverage to achieve the objectives of a variety of U.S. policy goals in
Bolivia -- particularly in economic areas. In addition, local currency
generated through this program supports a wide variety of highly
effective development programs. A more detailed analysis of Title III
requirements is provided in Section VI.A of this paper.

4. PL-480 Title IIs The Title II program is the basic
component of USAID/Bolivia's humanitarian assistance strategy. Title II
resources are producing an increasingly signficant development impact and
providing important employment opportunities during the period of
enhanced austerity which Bolivia faces in attempting to revive its
severely ercded economy. A thorough analysis of the USAID/Bolivia PL-480
Title II program is provided in Section VI.B. of this paper,
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IV. Goals and Strategies for the FY 1987/88 Action Plan Period

A. Goal: Support for Democratic and Constitutional Government

1. Progress Through May 1986

Since October 1982, Bolivia has been governed by
democratically slected constitutional governmsnts. Local, coangressional
and presidential elections wers held in July 1985, despite widely held
skepticism that political and economic conditions would not permit thes.
In August, there was an orderly transition of power from one opposing
party to ancther. This was the first time in the nation's history that a
peaceful transfer had taken place between opposing constitutionally
slected parties.

Using the leverage of its portfolio, especially PL 480
Title I/III and the Policy Reform and Disaster Recovery projects, the
USAID/Bolivia program was used to encourage Bolivian officials to
saintain their dsmocratic system and, when elections were called, to
carry them out and abide by the rssults. 7To the extent that an economic
assistance program could be used to sncourage a sovereign state to follow
its constitutionally established democratic practices, the USAID program
made a significant contribution to the achievement of this goal in the
past year.

2. Strateqy for the Action Plan Period

while support for democratic constitutional government is
not a “sector” as traditionally defined by A.I.D., this goal does provide
a unifying purpose and a virtually essential precondition for the four
most iomsdiate objectives in the Mission's development strategy: (1) to
support the nation's economic stabilization program, (2) to creats urban
e=mploymant opportunities, (3) to promote democratic institutions and
principles and commitment to a free market sconomy, and (4) to support
GOB efforts to reduce narcotics trafficking. Achievessant of these four
objectives will caontribute to the pressrvation of democracy in the near
term and the strengthening of thea nation's democratic institutions and
constitutional system in the future. Ths attainment of the democracy
goal also will establish the most hospitable environment for Bolivia‘'s
long-term socio-econcmic development and for overcoming its narcotics
probleas.

a. Objective: To support for the nation's economic
stabilization program

(1) Assumptions, performance indicators, policy
dialogus issuves, USAID benchmark actions and supporting

pro 3ccts
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(a) Assumptions for FY 1987/88:

= GOB will continue its economic stabilization
program

= Public wilil support the GOB sconomic program

- Enough skilled technicians (or TA provided by
donors) to implement the economic reforms

- Ho major work stoppages or strikes

- No major drops in world prices of Bolivia's most
important exports

- No major natural disaster(s) similar to El Nino in
1983/84

= Bilateral and multilateral assistance provided on
a timely basis at the levels anticipated

- GOB implements its IMF Standby Agreement

- Paris Club and private bank debt rescheduling
agreements

(b} Performance Indicators
{Economic Stabilization)

{Base) (Est.) (Est.)

FY 85 FY 86 FY 87/88
Real GDP growth rate -2.1% 0% 1.85%
Annual inflation rate 8,016% 90.1% 52.1%
Fiscal deficit % of GDP 15.95% 6.1% 5.56%

Source: IMF and USAID/Bolivia. These figures are projections as of April
1986 and are subject to possible future mcdifications.

{c) Macro-Economic Policy Dialogque Issues for FY 1986
{Certain sector-specific igsues are listed under the
appropriate objectives elsewhere in this paper):
= GOB must control monetary emissions and spending
- Promote domestic and foreign private investment
= Preparation of a national budget
- Enactment of a realistic and eguitable tax code
- Design and implement an efficient tax collection system
= Conclude debt repayment agreements with the Paris Club

and the private international banks

(d) Macro-Economic Policy Dialoque Issues for FY 1987/88:
= Continue discussions on FY 86 issues
= Divestiture of identified public enterprises
- Establish realistic public sector wage policies
- Improve efficiency of public sector institutions

(e) USAID Benchmark Actions for FY 1987/88:
- GOB success in meeting IMF Benchmarks
(e.g. in revenue generation)

[ ]
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= Satisfactory renagotiation of GOB public and private
debt

- Passage of vorkable, deficit-reducing budgets by the
Bolivian Congress

= Passage and implessantation of effective tax reform and
collection laws.

(f) Supporting Projects for FY 1987/88:
= EBconomic Stabilization Program (ESP)
- PL 480 Title 1II
= Policy Raform

{2) Narrative

The presence of a functioning democratic systes is an
essential precondition for broad-based, socio~economic development to take
place in Bolivia. However, it is unlikely that democracy can survive in this
country without a4 renewal of economic growth, which requires the
implementation of an efficient stabilization program. In the absence of an
effective stabilizacion program, econcmic and, therefors, political
deterioration will resume. The result could be the kind of political chaos
and uncertainty of the Siles years, with reforms being compromised for
political survival. Without political stability, it would be impossible to
isplement the stabilization program in a coherent and successful fashion.
Consequently, the preservation of democracy and the successful isplementation
of an economic stabilization program cannot be separated from each other.

During the Action Plan years, the Mission proposes to
provide ESF balance-of-payments support to the Bolivian government to reduce
the fiscal deficit, and PL 480 Title III assistance to help reduce the
country's foreign exchange requirements for essential wheat imports. Through
the amended Policy Reform project, USAILD/Bolivia will provide the policy level
and technical expertise necessary to help further develop and implement the
economic stabilization program. By 1988, the Mission anticipates that
Bolivia's real per capita GUP growth rate will be 2.0% and that the annual
inflation rate will have dropped from 8,016% in 1985 to approximately 46%. Ia
providing financial support to the GOB economic recovery program, USAID will
be enhancing the political (i.e. democratic) snviromment which the progras
both supports and requires.

b. Objective: Toc generate urban employment opportunities

(1) Assumptions, performance indicators, policy dialoque
issues, USAID benchmark actions and supporting projects

(a) Assumptions for FY 1987/88:
= GOB continued commitasnt to its economic stabilization
progranm
- Reduction in public sector workforce by approximatcely
60,000 employees
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= Private sector cannot absorb 60,000 newly unemployed
without external assistance

- Control of urban unrest which could undermine the
military's support for the GOB and its economic
stabilization program

- Adequate demand for housing and shelter improvement
credit

(b) Performance Indicators
(Urban Employment)

{Base) (Est.) (Est.)
FY 85 FY B6 FY 87/88
Jobs Created 2,500 8,500 15,300
(USAID funded)
Food for Work Jobs - 23,300 40,800
(families reached)
Unemployment 100,000 125,000 110,000
GOB workforce reductions - 25,000 25,000

Source: Ministry of Planning and Coordination, Government of Bolivia,
February 19863 U. S. Embassy, April 1986.

{c) Policy Dialoque Issues for FY 1986:
= Reduction in the government workforce

- GOB assumption of private sector Housing Guarantee (HG)
debt

-~ Revise public sector labor laws/policies

~ Necessity of additional credit for urban enterprises,
especially small entrepreneurs )

(d) Policy Dialogue lIssues for FY 1987/1988:
= Continue discussion of FY 86 issues, as appropriate

= Make parastatal enterprises more efficient, privatize
or eliminate those which are not

(e) USAID Benchmark Actions for FY 1987/88:
~ Increase active savings accounts in the private savings
and loan system by 60,000
- 23,000 new housing starts or improvements
Establish FPFW programs in primary and secondary cities
whose unemployment is particularly severe
~ Establish revolving credit funds in La Paz, Cochabamba
and Santa Cruz for enterprise development

(£f) Supporting Projects for FY 1987/88:
- Housing Guaranty

- Low Cost Shelter for the Private Sector (grant)

¢

[ ]
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~ Agribusiness and Artisanry

- Strengthening of Financial Markets
Market Town Capital Formation
Micro-Enterprise Development

PL 480 Title III

PL 480 Title II

(2) Narrative

As the Bolivian government implements its stabilizacion
program and shifts the economy from being highly centralized to one with an
essentially free sarket orisntation, social and economic hardships will
intensify before benefits can be realized by the majority of the population.
Urban dwellers, in particular, will feel the painful implications of economic
policy changes, such as the elimination of consumer subszidies on food staples
and petrolsum products, increases in transportation costs, vage freezes, and
layoffs to raduce the federal deficit. The USAID will support the
stabilization progras by helping to reduce the political unrest which will
result from these programs through balance of payments assistance and
assistance in the creation of employment opportunities.

During FY 1987/88, the ESF program will provide such
needed balance~of-payssnts support and will utilize the local currency
generations in mutually agreed upon high priority areas. USAID will help
stimulate employment in and around the cities of La Paz, Cochabamba, and Santa
Cruz. A Bousing Guaranty (HBG) loan to the GOB {originally signed in FY °83,
but not implemented due to the economic crisis) will sesk to invigorate the
cities’ construction industries and create approximately 5,000 new jobs in FY
1987 and 1988. Through the Micro~Enterprise Development Project, technical
assistance and training for the development of small enterprises will be
provided to entreprensurs, creating more than 2,000 jobs in the cities and
seni-urban areas. Credit for new enterprises and sxpansions of existing
enterprises in urban and gsemi-urban areas will alsc be available through the
USAID's Agribusiness and Artisanry, and Market Town Capital Formation
projects, creating more than 6,000 new jobs. Under the PL 480 Title III
program, local currency will be available for small business development in
semi-urban areas. PL 480 Title 1I food for work projects will be established
where other work opportunities are not available.

c. Objective: To promote democratic institutions and principles

and a comaitment to 3 free market oriented economy

(1) As tions oraance indicators, 1i dial

issues, USAID benchmark actions, and mmgrting projects

(a) Assumptions for FY 1987/88:
- Public, GOB, military and labor commitment to democracy
is apparent, but weak
= Commitment to a free market oriented economy is
tentative




- If economic chaos returns, democracy most likely will
collapse

- Leftist and narcotics trafficking interests will he
more successful in an ambiance of pelitical chaos

(b) Performance Indicators
{Democratic Institutions)

(Base) (Est.) (Est.)

FY 85 FY 86 FY 87/88
Municipal elections X - X
Congressional elections X - X
Presidential elections X - -

Source: US Embassy, La Paz, March 1986.

{c} Policy Dialogue Issues for FY 1986:

= Closer cooperation between branches of government

= Closer cooperation between the GOB and the private
sector

-~ Cocperation between labor and campesino confederations,
private sector leaders, and the GCB

- A more constructive, participatory role in government
by the legislative branch

{d) Policy Dialogue Issues for FY 1987/88:
- Continue discussion of FY 86 issues, as appropriate
= Permanent national and departmental electoral courts
- More effective judicial system
= Reduction of corruption in govermment

{e) USAID Benchmark Actions for FY 1987/38

- 184 people sent to the US for long and short term
training

- 28 Bolivian young people (potential rural leaders) sent
for observational training to the US

- 2,500 labor leaders trained by AIFLD in Bolivia

= 3,000 Bolivian businessmen and women receive training
in free market coriented business practices at a local,
independent institute

{(£f) Supporting Projects for FY 1987/88:
= Training for Development
= Management Training

LAC Training Initiatives II

- AIFLD




(2) Narrative

Historically, Bolivia has exhibited a weak commitment to
democratic institutions and principles and a preference for a heavily
subsidized, government-controlled economy. Democratic institutions have been
created, but they have not functioned properly, and the cosmitment to
democratic principles has been perfunctory. Consensus building and
cooperation between democratic institutions--political parties, congress, the
judiciary and the exscutive branch-~have been minimal, a significant factor in
the country's instability. Similarly, these democratic principles have been
absent from the intsractions among the various sectors of society (government,
labor, rural communities and the private sector). The inability of these
sectors to function in concert for their individual and collective good
crippled Bolivian democracy and the effactiveness of the Siles government
(1982-1985). At the same time, thes growing corruption and lack of rsspect for
law and the country's government institutions by the narcotics traffickers
also has undermined Bolivia'’s democratic progress. Thase factors have
jecpardized the chances for success of the Paz regime and its economic

recovery program.

. The nation'’s recent commitment to a free market oriented
economy will not be easy to sustain. Since 1952, the Bolivian sconomy has
been increasingly subsidized and government controlled. The structural
adjustment embarked upon by the Paz governmant to a free market economy is
proving to be a wrenching experience, as assumptions about governmant
responsibilities and obligations are redefined. With limited experience with
the workings, and especially the fluctuations, of a free sarket system, &
resolute commitment to the system may not be forthcoming, thus reducing its
chances for success. Moreover, if economic chaos returns, Bolivia's
democratic institutions will be in sericus danger of collapse.

Throughout FY 1987/88, USAID/Bolivia will offer policy
level and technical training to leaders in the government, privats sector,
labor and rural coemmunities in fields which will facilitate the nation's
economic stabilization and growth efforts. 7Training programs under the
Training for Development project and the regional LAC Training Initiatives II
activity will take place in the U.S5. Training for Development will also offer
some seminars in Bolivia which will be conducted by U.S. experts. This
training will emphasize the advantages of a free market economy within a
democratic society. The Management Training project, which will provide
training to all levels of private sector entrepraneurs, will contain these
same principles in its course offerings. AIFLD will fund labor-related
training in Bolivia. These courses will ssphasize the merits of a democratic
labor movement.

d. OCbjective: To support GOB efforts to reduce the influence of
narcotics trafficking

(1) Assumptions performance indicators, policy dialoque
issues, USAID benchmark actions, and supporting projects
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{a) Assumptions for FY 1987/88

- Narcotics trafficking and traffickers are a serious

threat to Bolivian democracy and the rule of law in the
country

USG and GOB efforts at interdiztion and erradication
are increasingly successful

GOB and public concerned about drugs and narcotics
trafficking

GOB leaders have the political will and honesty to try
to resolve Bolivia's drug abuse and narcotics
trafficking problems

The role of narcotics trafficking in Bolivia can be
reduced without undermining the country's political
stability and economic recovery

{b) Performance Indicators
{Narcotics)

{Base) (Est.) (Est.)

FY 85 FY 86 FY 87/88
Value of coca produced

in Bolivia (UsS$ billions) 3.0 2.6 2.2

Bolivian coca users 480,000 464,000 462,000
=-Traditional 400,000 380,000 375,000
-Drug abusers 80,000 84,000 87,000

Sourcer US Embassy, La Paz, March l1986.

{c) Policy Dialogue Issues for FY 1986:

USG policy issues not under direct control of USAID

- Identify traditional and non-traditional coca
growing areas

- Implement the four control agreements

- Determine legal demand for coca

- Expand the nation's institutional capacity to deal
with drug abuse

- Promote other donor participation in GOB control
programs

- Expand interdiction actions

= Arrest and prosecution of narcotics traffickers

- Maintain c¢civil control and order in the Chapare

- Determine legal demand for legal coca

- Design a system to register and license legal coca
growers

~ Develop a system for monitoring the legal transport
of coca

- Expand voluntary eradication program

- Initiate involuntary eradicatory program



USAID-Specific

Increase awvarensss of the political, economic, and
health risks, and dangers narcotics trafficking and
drug use poss for the country

Provide assistance only to individuals or
communities which cooperate with GOB coatrol

prograss

(d) Policy Dialogue Issues for FY 1987/88:

Continue discussion of FY 86 issuas, as appropriate

Not under direct control of USAID

Expand voluntary and involuntary eradication
prograns

Expand coca control msasures into the Yungas
Expand other donor control and developmant
assistance in the Yungas and Beni

{e) Benchmark Actions for FY 1987/88.

Not undar direct control of USAID

Arrest and prosecution of narcotics violators
Maintain civil order in the Chapare

Control programs supported by other donors
initiated in the Yungas and Beni

USAID-Specific
= $15.0 million in production and capital investment

credit to Chapare farmers through public and
private banking institutions monitored by
1BTA/Chapare {GOB Agriculture research and
extension entity)

200 kilomstars of rural access roads rehabilitated
in the Chapare

New slectrical services to 3000 family residences
and 360 commercial and institutional establisments
3 agro~industrial projects and 10 small-scale
agribusiness funded

45 agricultural para-tschnicians trained and
operational

7 IBTA professionals returned from long—-term
training in tropical agriculture and on the job.
Drug education articles and ads placed on TV and
radio and in periodicals

Bolivian opinion makers/leaders sent to the U.S. to
observe U.S. drug rehabilitation programs

Involve influential Bolivian and national
organizations in anti-narcotics trafficking and
drug abuse prograas

(£) Supporting USAID Projects for FY 1987/88:
- Chapare Regional Developmsnt
- Chapare Marketing and Agribusiness
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= Narcotics Awareness
- ESF

(2) Narrative

One of the most ominous threats to democracy in Bolivia
is the growing prominence of narcotics trafficking and traffickers. As the
money and corruption pervade the society, the ability of the Belivian
government to retain its sovereignty dissipates. Respect for democracy, its
leaders and institutions and the rule of law are being undermined.
Narcotics-related corruption in the society is on the increase. The growing
use of cocaine by Bolivians, especially young people, is an increasing
national concern. (See also Section 1IV. C. which discusses the GOB narcotics
control program in the context of the USAID's third goal which is to support
USG efforts to reduce the production and trafficking of cocaine in Bolivia.)

Bolivian government officials are alarmed by the threat
of narcotics to their authority and ability to govern. During the Action Plan
period, USAID will continue to assist the GOB in its efforts to reduce coca
production in Bolivia. In the Chapare region, USAID/Bolivia will implement
its development programs in communities which cooperate with the GOB's
eradication programs. Under the Narcotics Awareness Project, the Mission will
continue t¢ hold seminars and publicize the harmful effects narcotics
traffickers and the use of drugs are having on Bolivian society.

B. Goal: Help Bolivia Resolve Its Economic Crisis And To Promote
Sustained Economic Growth and Development ’

1. Progress Through May 1986

From QOctober 1984 through September 1985, Bolivia's annualized
inflation rate climbed to more than 23,000%, and virtually every sector of the
economy deteriorated dramatically. Subsidies prevented market forces from
responding to the needs of the economy and people. The nation's myriad
restrictive and contradictory laws and requlationa offered no incentives to
the private sector, thus limiting its role in the economy.

The Siles government lacked the political will and strength to
undertake the necessary, but difficult, reforms the economy urgently
required. The Paz administration, which was inaugqurated on August &, 1985,
moved quickly to deal with the nation's economic crisis. On August 29, three
weeks after assuming power, President Paz announced a comprehensive and
austere economic stabilizatioen program. In December, the Paz government
renewed Bolivia's dormant agreement with the Overseas Private Investment
Corporation (OPIC)., Before the end of 1985, the government alsc initiated
discussions with the international banking community concerning the
rescheduling of the nation's private debt. 1In May 1986, the Paz government is
expected to sign a Standby Agreement with the IMF {a letter of understanding
was initialed in mid-March).
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Bolivia's dramatic economic decline has slowed markedly, and, by
the end of 1985, it was apparent that the govermment's August reforms were
having a healing effect on the economy. The value of the pesc had begun to
stabilize. Central government revenues had increased and expenditures
declined. Contraband, hoarding and speculation had becoss much less common.
Food shortages had virtually disappeared. In the first quarter of 1986, the
nation's annualized inflation rate fell to 43.6 percent. (For a more detailed
pressntation of the evaluation of Bolivia's macroeconomic indicators, see
Annex B.)

Current revenus in the central administration should increase
from about & percent of GDP in 1985 to about 12 percent of GOP in 1966,
primarily as a result of a more than doubling of tax collections on the
production and sale of hydrocarbons to about 7-1/2 percent of GOP. The rate
of consumer price inflation is projected to fall from over 8,016 percent in
1985 to a forecast of 90 percent in 1986. Total general govermment spending
declined from 29-1/2 percent of GDP in 1983 to an estimated 18-1/2 percent GOP
in 1985, partly in response to the freeze on government wages, which is
expected to remain in effect until the end of May 1986,

Throughout the last Action Plan period, USAID officials
encouragaed the government to reform its economic system. Conditions precedent
to PL 480 Title I/IIl1 agrssmants ancouraged the Siles governasnt to reduce
governsent subsidies on wheat and other commodities. Lesverage of the PL 480
Title I program and Disaster Recovery project resources was used as a catalyst
to encourage the implementation of essential macro-economic and sectoral
reforms. USAID officials and experts provided through the Mission's Policy
Reform Project worked with the Siles government and, more recently and
successfully, with the Paz administration to design and carry ocut economic
reforms, principally the August economic stabilization program, which has
arrested the nation's economic deterioration. Virtually every economic policy
benchmark that was established in the last Action Plan was surpassed as a
result of the August 1985 economic stabilization program.

In the last Action Plan, USAID's cbjective was to slow down the
rate of the country's economic decline and sat the stage for an economic
stabilization and recovery program. The Mission also sought to convince the
GOB to remove the restrictions placed on the private sector and allow it to
assume a larger role in the nation‘s econocmy. These objectives were
achieved. The rate of economic decline not only has been slowed, it has been
halted. A comprshensive economic stabilization program has besn designed and
is being implemsnted, and the private sector has been given a sore prominent
role in the recovery effort than anticipated as possible.

Bolivia still faces severe economic difficulties, however. Given
the severity of the country's economic crisis, significantly more than one
year will be required to complete economic stabilization objectives.
International tin and hydrocarbon prices have suffered precipitous declines,
causing unanticipated sharp reductions in the nation's foreign exchange
sarnings (tin and hydrocarbons had, in the past, provided most of Bolivia's
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foreign exchange earnings). Natural disasters (flooding on the altiplano)
have again afflicted Belivia, and, as a result, agriculture producticn has
fallen off. International assistance has been slow in arriving. Narcotics
trafficking continues to be disruptive internally, a factor which has reduced
some donor resolve to provide development assistance to Bolivia.

2, Strateqgy for the Action Plan Period

Resolution of the Bolivian economic crisis is a two-step
process. The first step is economic stabilization, which was initiated on
August 29; the second step is to enable sustained economic growth. To help
resolve the economic crisis, the USAID is addressing balance-of-payments,
policy, and technical constraints using all modes of assistance available.
ESF and Title III will be utilized tc address balance-of-payments
constraints. At the policy level, through all aspects of its portfolio the
Mission is urging the GOB to make macro-economic and sectoral policy changes
which will establish an environment conducive to economic growth and, in
particular, to offer investment incentives to the private sector, both
domestic and international, which will allow it to play a larger role in the
nation's economic development than before. Technical assistance will be
utilized in seeking to eliminate or lessen specific constraints as they are
identified.

Bolivia's economic future and the stimulus for recovery and
growth rest on agricultural production, agro-industry, and non=-traditional
exports (including artesanal products). Private sector led efforts in
delivery of health services and education will also be important means of
assuring a healthier, more economically active population. Bolivian
entrepreneurs, however, face severe technical constraints, in addition to
policy issues, such as an inefficient financial system offering only limited
access to short and medium~term credit, inadequate research and extension
services, deficient marketing techniques and services, and almost no access to
new and appropriate design and production technlogies. Complicating Bolivia's
development efforts are a paucity of skilled policymakers, managers and
technicians and a workforce characterized by low productivity.

To (a) maintain the momentum established in the previous Action
Plan period, (b) help Bolivia achieve a real and sustainable GDP growth rate
of 2.0% by 1988, and (c) carry out the Mission's strategy of increasing
incomes and improving the well-being of Bolivians, USAID has identified seven
objectives for the FY 1987/88 Action Plan period. These include activities
from all of A.I.D.'s functional categories: (a) to support GOB macro-economic
and sectoral policy reforms, (b) to expand the role of the private sector in
the economy, (c} to increase agricultural and agro~industrial productivity,
(d) to expand exports in areas in which Bolivia has a comparative advantage,
(e) to redefine and support the achievement of the objectives of the nation's
financial system, (f) to expand the nation's policy-making, managerial and
technical human resources base, and (g) to improve the health status of
Bolivia‘s most nutritionally wvulnerable populations.
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The first two objectives, to support sacro-sconcmic and sectoral
policy reforms and to expand the role of the private sector in the economy.
are inter-related concarns and are principal considerations in each of the
other's objectives. For these reasons, the two cbjectives have been listed

together and treatsd as one in terms of assumptions, performance indicators,
etc. and in the subsequent narrative.

a. Objective: To support macro-economic and sectoral policy
reforss and programs

b. Objective: To expand the role of the private sector in the
sconomy

(1) Assumptions, performance indicators, policy dialogue
issuss, USAID benchmark actions, supporting projects

(a) Assumptions for FY 1987/88:

= GOB private sector develcopment priority will not change

~ GOB pro-foreign investment policies continue

= There will not be a loss of confidence by the public
in the sconomic reform program

= GOB will continue the vigorous implemantation of its
New Economic Program

- There will not be unmanageabls inflationary wage
pressures

= There are sufficient numbers of skilled policymakers
and technicians to refine and implement essential
economic reforms

= Free trade policies and increased international
competition will not cause the collapse of weak
Bolivian enterprises

= Cantral Bank will not return to its anti-private
sector biases

{b} Performance Indicators
{Macro-Economic/Private Sector)

{ Base) (Est.) (Est.)

Fy 85 FY 86 Y 87/88
Real GDP growth rate =-2.1% 0.0% 1.85%
Annual inflation rate 8,016% 90.1% 52.1%
Fiscal deficit & of GDP 15.95¢ 6.1% 5.56%
Private sector employment 1,400,000 1,442,000 1,485,000

(¥umber of people)

Number of private businesses 74,000 16,220 78,500

Scurces: IMF, March 1986; USAID/Bolivia, March 1986.



{c)

{d)

(e)

(£)
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Policy Dialogque Issues for FY 1986

Design incentives to encourage private foreign
investment

Reduce the government workforce

Revise the public sector wage and labor laws

Maintain realistic exchange rate and adjustment
mechanism

Encourage the development of the country's secondary
urban centers

Design and implement an effective tax policy

Develop, approve and implement an operational national
budget

Increase credit availabilities for the private sector,
especially for small-scale industry

Make available adequate amounts of foreign exchange for
imports for the private sector

Promote savings mcbilization programs in the nation's
private and public financial institutions

Reorganize the Ministry of Agriculture and Campesino
Affairs

Improve bank regulatory system

Initiate discussions on credit allocation system for
long=term investment

Policy Dialogue Issues for FY 1987/88:

Continue discussions of FY 86 issues, as appropriate

Create a private/public sector entity tc assume most of
the refinancing functions of the Development Department

of the Central Bank

Make available medium and long term credit for private
sector business development and expansion

Raticnalize parastatal credit delivery system

USAID Benchmark Actions for FY 1987/88:

13 agribusiness and artisanry loans for $12.0 million

Begin exporting approximately 25,000 additional

knitwear products each year

Provide research and extension assistance to 70,000
gsino farmers

Approve 700 loans to small urban entrepreneurs

Study and discussions with GOB on role of Central Bank

and other credit institutions

Study and discussions with GOB on bank regulatory

mechanism

Supporting Projects 1987/1988.

Policy Reform

ESF

PL 480 Title I[II

Agribusiness and Artlsanry

Chapare Regilonal Development Project



-23~

- Strengthening of Financial Markets
- Market Town Capital Formation

~ Handicraft Export Developmant

- Agriculture Marketing and Export
Private Agriculture Organjizations

{2) Narrative

One of the most vexing policy issues in the past years
and perhaps the sost debilitating to the national economy has been the GOB's
lack of enthusiasms for the private sector and the private sector's lack of
confidence in the GOB's cowmitment to supporting the private sector.
Government regqulations and subsidized competition have strangled private
sector initiative and prevented Bolivian entreprensurs from taking advantage
of the country's abundant natural rescurces. Twantieth century civilian and
military governsants alike have preferred government-controlled economies.
Influential interest groups, like the miners and urban labor confederations,
have fostered a heavily subsidized and centralized economy which has prevailed
until recently. Under these conditions, the formal private sector has
withdrawn from prominence in the Bolivian economy, and, until the Pa:z
government, has played only a minor role in the government's economic recovery
efforts.

To achieve economic growth, the GOB must address a series
of axisting macro—econcmic and development problems which have traditionally
plagued the country and are some of the basic causes for the curreat economic
crisis. For its own solvency, the GOB requires a fair and effective tax code
and an effective collection system. A lean, but realistic, national budget
must be devised and strictly implemented. To assist sedium and small scale
commercial farmers, the government must reorganize the Ministry of Agriculture
and Campesino Affairs (MACA) and the Bolivian Agricultural Bank (BAB) so they
can effectively administer government credit programs and national research
and axtansion services. Revisions in the nation's banking, credit and
interest rate procedurss are essential for investors and for savings
mobilization. Decisive action is required on the part of the Paz
administration to simplify Central Bank procedures, reduce its historic
inefficiencies and further eliminate the anti-private sector prejudices of the
Bank's employses. The GOB must provide investment incentives for small-scale
industry in urban and seai-urban areas and promote the developmant of rural
enterprises in secondary cities. To produce broad-based economic davelopment,
virtually each of the nation's productive sectors requires policy revisions at
the macro and sectoral levels. USAID/B is currently providing much needed
technical assistance to the Bolivian Controller General to increase his
ability to oversee the activities of public sector institutions and
enterprises, in an attempt to streamline GOB cperations and to audit
para=-statals and reduce insfficiencies and corruption.
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During the Action Plan years, USAID/Bolivia will
continue, as in the past, to use its entire portfolio to engage the GOB in
policy dialogue concerning these reforms and other development issues. The
most important instruments will be the ESF and PL 480 Title III programas. The
Policy Reform project, equally important, will play a critical role in this
effort, as its staff of experts, established under the project in the Ministry
of Planning and Coordination, provides policy options and analyses to senior
government officials, and, under the amended project, provides technical
assistance to the ministries charged with implementing the economic reforms
adopted by the Paz government.

Special efforts will be made in FY 1987/88 to continue to
expand the role of the private sector in the economy. In addition to the
projects mentioned above, the Mission will use the resources of the
Agribusiness and Artisanry, Strengthening Financial Markets, Micro Enterprise
Development, and Market Town Capital Formation projects to urge the GOB to
continue to provide incentives for private sector development. This
particular policy dialogue matter is of the highest importance to the Mission,
because, during the Action Plan years, the private sector will play a pivotal
role in the success of the nation's economic recovery. A productive and
efficient private sector will provide tax revenues for the government,
contributing to a substantial reduction in the fiscal deficit. Private sector
expansion will also create employment in rural and urban areas, generating
higher incomes for middle and low income families and contributing
significantly to an overall increase in the standard of living of many
Bolivians. Because of the limited resources at the USAID's dispcsal, the
dialogque with the government will be directed to a general expansion of the
private sector in the economy, although USAID assistance will be targeted
toward expanding private sector participation, primarily in agriculture and
agribusiness, artisanry and handicrafts, and non-traditional exports.
Training and health care are also areas in which the USAID will encourage
private sector participation.

c. Objectives To increase agricultural and agro=industrial
productivity

{1) ASsugggions, performance indicators, policy dialogue
issues, USAID benchmark actions and supporting projects

(a) Assumptions for FY 1987/88:

- Bolivia's agricultural production is significantly
below its potential

- Small and medium scale farmers will increase production
if the GOB provides them access to credit and other
inputs

- MACA and the BAB, as they presently exist, do not serve
the needs of the country's small and medium size farmers

- Bolivian agrou-industrialists have not exploited the
potential of the domestic or international markets




= With the sharp deterioration of the tin and hydrocarbon
markets, agriculture represents the best future
opportunity for the Bolivian economy

{b) Performance Indicators

{Agriculture)
{Base) {Est.) (Est.)
FY 85 FY 86 rY 87/88
Productivity B —————
{ 8% of GDP)
~Agriculturs 14.3% 4.7 16.0%
-Agro-industry 5.3% 6.0% . 10.0%
Employsent
(v of total agricultural workforce)
-Agriculture 71 92.3% 90.0%
-Agro~industries an 9.0% 10.0%
Per capita rural income/annum (US$) $185 $150 $180

Source: US Embassy and USAID, La Paz, April 1986.

(c) Policy Dialogue Issues for PY 1986:
- Reduced transportation costs
- Reorganization of MACA and the BAB
Provide increased levels of medium and long-term credit
- Encourage GOB investments in rural infrastructure
Make available forsign exchange for agricultural inputs
and machinery and spare parts
- Emphasize private lending to small and sedium scale
farmers
-~ Imsprove and expand GOB research and extension programs

{(d) Policy Dialogue Issues for FY 1987/88:

= Continue discussing FY 86 issues, as appropriate

- Encourage the GOB to bagin a program of natural
TeSOUrcCs BAnAgemant

- Promote agriculture and agriculture-~rslated employment
opportunities outside the major urban regions

- Discourage GOB institutions from selling donated
agriculture inputs at subsidized prices

() USAID Benchmark Actions for FY 1987/88

- $12.0 million in sub-loans approved for small, medium
and large agribusiness and artisanry enterprises

- Provide 10 rural productive infrastructure loans
through PL 480 Title I1I local currency program
totalling at least $600,000

- Provide 100 small and medium scale commercial farmars
loans through Title I11 local currency programs
totalling at least $2,250,000



= Provide TA to at least three private agricultural
organizations to agsist them in providing more
effective research and extension services to Bolivian
agriculturalists

= Provide TA to at least three public and private
financial institutions to increase their efficiency,
enhance their savings mobilization programs and make
them more responsive to the needs of small and medium
size borrowers

(£) Supporting Projects for FY 1987/88:
= Agribusiness and Artisanry
- Strengthening Financial Markets
Private Agriculture Organizations
Market Town Capital Formation
Agricultural Marketing and Exports
PL 480 Title III

L

(2) Narrative

Two of Bolivia's most promising areas for development
are its agriculture and agribusiness sectors. Despite an improved policy
environment under the Paz regime, Bolivian entrepreneurs still face major
obstacles at the technical level to increasing agricultural productivity.
Bolivian businessmen and women lack access to adegquate amounts of medium and
long-term credit for new investments and expansion programs. Local financial
institutions often do not offer the full range of credit and savings services
needed by the small and medium~size commercial farmers or the
agro-industrialists. These entrepreneurs lack access to research and
extension services and to new and appropriate technologies. WNatural resource
management is virtually non-existent, which is an important concern for the
country's future develcopment. Farmers also have not received marketing
assistance and do not have training in quality control management. 1In
addition, the agroindustrialists do not have access te¢ information on the
international market requirements or the skills for marketing in the
international arena. Until these constraints and others are resolved, these
promising sectors cannot expand to their potential and contribute to the
country's long-term economic growth and development. !

During FY 1987/88, a large portion of the Mission's
portfolio will be devoted to increasing the efficiency and productivity of
small and medium-size commercial farmers. Credit mechanisms will be improved
and made more responsive to the needs of these farmers. The Private
Agriculture Organizations project will increase the efficiency of rural
producer associations and improve their capacity to offer their members better
credit, research, extension and marketing services. The project will also
improve the management capabilities of the rural organizations themselves,

The Market Town Capital Formation project will increase the efficiency and
productivity of the agriculture sector by establishing markets and marketing
networks in secondary cities, permitting larger numbers of small and medium
-size farmers to have easier and less costly access to markets than before.
This networking system will also generate more rural and semi-urban employment

opportunities and create small retail operations in these areas of the country,

L]



The USAID portfolio during the Action Plan yesars is also
designed to address soma of the key constraints limiting agro-industrial
expansion. Like the smaller commsercial farmssrs, agro-industrialists have been
stynied by a lack of adequate amounts of long tarm credit. The USAID's
Agribusiness and Artisanry and Strengthening Financial Markests projects deal
with this constraint and will inject medium and long-term credit into the
nation's public and private financial markets, while removing major policy and
operational comstraints.

The other principal bottleneck facing agro-industrialists
is a lack of production and marketing information and services which will
snable them to compete successfully in international sarkets. The FY 1988
MAgriculture Marketing and Exports project will provide agro~industrialists
with product-specific information on world and domestic sarket conditions,
export requirements, marketing strategies, and currant technologies for
product processing. The project also will offer assistance in the
identification of domestic or international firms which purchase or markst
ptmt'o

Each of these projects is designed to help the various
components of the agricultural sector improve their efficiency and
productivity, generating higher incomes and improved standards of living as a
result of the opportunities offaered tham under the nev economic regime of
President Pazx. By the end of the Action Plan years in 1988, agriculture
production as a percentage of GDP will have increassd by 3.7%.

d. Objective: To expand exports in areas in which Bolivia has a
comparative advantage

(1) Assusptions, Erfomneo indicators, ggllg d.ulm

issues, USAID benchmark actiouns and supporting projects
(a) Assumptions for FY 1987/88:

- Free import policy and increased international
competition in domestic markets will not cause the
collapse of Bolivia's weak enterprises

= There will be sufficient foresign exchange and credit
for imports for productive, sxport-oriented entarprises

~ The davelopment of new export areas is essential to
Bolivia's economic recovery and structural adjustment
objectives

- For the forsesable future, the minerals market will not
offer competitive possibilities to Bolivia
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{(b) Performance Indicators

{Export)
(Base) (Est.) (Est.)
FY 85 FY 86 FY 87/88
Exports (% of total Exports)
~Handicrafts/Artisanry 0.05% 0.07% 0.10%
-Non-traditional 4.5% 5.5% 6.0%

Source: U.S. Embassy, La Paz, March 1986.

{c) Policy Dialogue Igsues for FY 1986:
- Maintain foreign exchange regulations which do not
discourage exporters
- Revise the nation's export and import regulations
= Increase public sector and encourage private sector
financing for export activities
= Maintain realistic pesitive interest rates

(d) Policy Dialogues Issues for FY 1987/88:
- Continue discussions of FY 86 issues

{e) USAID Benchmark Actions for FY 1987/88:
- Begin exporting approximately 25,000 additional artisan
made knitwear products annually
- Provide production, marketing and export promotion
assistance to the members of 15 agricultural producers
associations
= Provide preduction credit for small and large exporters

{£) Supporting Projects for FY 1987/88:
= Handicraft Export Promotion
Agribusiness and Artisanry
Agriculture Marketing and Exports
Strengthening Financial Markets
Private Agriculture Organizations

(2) Narrative

Expanding Bolivia's exports is important to the success
of the country's economic recovery. World market prices of tin and

hydrocarbons, Bolivia's most important exports and foreign exchange earners in
the past, have declined significantly in value. Tin exports, for example,
have dropped from $378.1 milllion in 1980 to an estimated $145.3 in 1986,
Prospects for recovery. are not promising. It is, however, important that
Bolivia expand its export sector and generate sorely needed new scurces of
foreign exchange earnings. Bolivia's export potential for the future appears
to reside in agriculture and agribusiness, in non-traditional agricultural
products and in artisanry and handicrafts.

L
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Agro-industrial and agricultural exports have resained
below their potential. Limited quantities of these products, however, have
been exported to neighboring countries. In general, producers have lacked
access to marketing information and often have been unaware of the quality
control and design requirements of international markets. Coatributing to
these problems have been countsrproductive export laws and foreign exchange
regulations, forcing most exporters to operate outside Bolivian law and,
therefors, usually on a small scale. High transportation costs have also cut
deeply into profit margins and incentives, and adequate amounts of credit have
not been available. These ispediments have been and ars being eliminated by
the Paz government. Export promotion is a priority of the USAID because of
its potential and the country's desperate need for foreign exchangs. As noted
above, sxpanding eaxports is a key subject of policy dialogue with the GOB.

Bolivia's artisanry and handicraft enterprises also have
languished, largely producing for a small domestic market rather than for
sxport. The sector has been characterized by uneven quality, uncompetitive
design, and inefficient production techniques.

During the Action Plan years, USAID rescurces will be
used to address the major constraints to increasing Bolivia's exports. Credit
resources under the Aqribusiness and Artisanry, Strengthening Financial
Markets and PL 480 Title III local currency projects will be available to
axporters for new enterprises and expansions. Under the Handicraft Export
Development project, a private marketing entity has been sstablished to work
with some of the larger handicraft and artisanry cooperatives and to provide
thea design, production, marketing and export assistance for their products so
they can compete in international markets.

The Agriculture Marketing and Exports project will
provide additional assistance to exporters in a broad range of activities in
agriculture-related marketing fields. The project will offer access to
information networks which indicate demand and specifications for products
which could be produced for export. Once appropriate products are identified,
the project will assist the Bolivian entraprensur in producing and marketing
them. By the end of PY 1988, it is axpected that non~traditional (i.e. not
aineral or hydrocarbon) exports will have axpanded by 323%.

s. Objective: To enhance the effectiveness of the nation's
financial syatea

(1) Assumptions, performance indicators, policy dialoque
issues, USAID benchmark actions and supporting projects
{a) Assumptions for FY 1987/88:
= With the liberalization of interest rates, cosmercial
banks will maintain realistic deposit rates and provide
credit to all size borrowers
- Expansion in the real amount of time and savings
deposits should allow for an expansion of credit for
the private ssctor
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- There exists a base of savings to be mobilized that can
be invested in productive enterprises

- The private banking sector has the ability to perform
in a responsible economic¢ setting

{(b) Performance Indicators
(Financial System)}

{Base) (Est.) (Est.)
FY 85 FY 86 FY 87/88
Increased bank deposits 5% 15.0% 30.0%

(v of money supply)

Source: IMF, March 1986; USAID/Bolivia March 1986.

{c)

(d)

{e)

Policy Dialogue Issues for FY 1986:

= Maintain realistic interest rates to expand domestic
savings

- Reduce prohibitive collateral requirements

- Continue to revise bank lending procedures and reduce
prohibitive collateral requirements

- Expand urban and rural savings mobilization programs

- End private bank speculation practices

- GOB should analyze revision of its public development
banking system

Policy Dialogue Issues for FY 87/88:

- Continue discussing FY 86 issues

- The rele of the Central Bank as the nation’'s financial
regulatory agency should be gqualitatively enhanced

= GOB should revise its public development banking system

USAID Benchmark Actions for FY 1987/88:

- $12.0 milljon in approved loans for agribusiness and
artisanry enterprises

- Davelop a nationwide savings mobilization program which
includes at least three private banks

- Provide TA to at least four to six private and public
financial institutions in designing savings
mobilization programs

= Title III credit for 100 small and medium size rural
entrepreneurs

- TA to public and private financial institutions to
reduce paperwork and transaction costs and improve
efficiency, especially with regard to small and medium
size borrowers

- Expansion of credit facilities in at least three
secondary cities or their surrounding rural areas

- More efficient and smaller number of a public sector
financial institutions

¢
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(f) Supporting Projects for FY 1987/88:
= Agribusiness and Artisanry
= Strenghtaning Financial Markets
= Market Town Capital Formation
= PL 480 Title III

{2) Rarrative

One of the principal bottlenecks to private sactor
development throughout the economy is that the Bolivian financial syste=m has
not done an adequate job in mobilizing and allocating credit for private
sector investment. The existing system has not and does not provide the
financial services required by large and small entrepreneurs.

In the past, there has been political meddling in lending
practices, and what loans have been made usually have been concentrated in the
hands of a few wealthy, well-connected businessmen. These institutions have
offered few savings opportunities and have had high transaction costs for the
borrowers. Bolivia's lending institutions have relied om outside funds,
usually from bilateral and multilateral donors, for their sustsnance and have
not sought in any significant way to mobilize savings or to provide the
services required by their constituents. As it enters an era of economic
growth and private sector expansion, the country's financial system must
revise its objectives and play a positive role in the nation's economic growth
and developmant.

During FY 1987/88, the Mission will work, through all of
its credit projects (Agribusiness and Artisanry, Strengthening Financial
Markets, and the projects with credit components, such as Micro Enterprise
Development and Market Town Capital Formation and the PL 480 Title III cradit
activities) to ensurs that all such credit activities are directed toward the
achievement of a set of common objectives. Thase objectives will include
increased savings sobilization, increased productive competition in the
financial sector, majintenance of real and positive interest rates, and reduced
transaction costs. The FY 86 amendment to the Agribusiness and Artisanry
Project will provide initial funds for training and assistance to key private
sector financial institutions. The AEA project will also provide funds for
additional analyses of financial sector problems which will assist the Mission
in its design of the new Strengthenig Financial Markets project.

f. Objective: To improve Bolivia's policy-making, managerial and

technical human resources base

(1) Assumptions, performance indicators, Elig dialogue
issues, USAID benchmark actions and supporting projects

(a) Assumptions for FY 1987/88:
= Bolivia requires additional policymaking, managerial
and technical human resources to manage its econoaic
development over tha long term




= Public sector wages are too low to attract many
expatriate Bolivian experts to return to their country

- Once trained, Bolivians will be given the opportunity
to apply what they have learned

(b) Performance Indicators
{People Trained, USAID-Funded)

{Base) {Est.)} {Est.)
FY 85 FY 86 FY 87/88
In-Country 2,000 3,000 6,000
Third Country - 21 26 50
us 53 23 184
Enrichment Visits - 28 28

Source: USAID/Bolivia, March 1986.

(c) Policy Dialogue Issues for FY 1986

= In the short term, the GOB and other western donors
must emphasize policymaking, managerial, and technical
training in key economic development areas

= Within its budget constraints, the GOB must develop
more realistic wage and labor peolicies

= Professionalization and employment stability in an
apolitical Bolivian civil service

{d) Policy Dialogue Issues for FY 1987/88B:
= Continue discussion of FY 86 issues, as appropriate

- GOB must de-politicize its educational system and
teachers unions

- Need for increased private sector education efforts

{e) USAID Benchmark Actions for FY 1987/88:

= Self~sufficient management training institute
established

- 184 people sent to the US for leong and short term
training

- 28 Bolivian young people (potential rural leaders) sent
to the US to visit counterparts

- 2,500 labor leaders trained by AIFLD

- 3,000 Bolivian businessmen and women trained in Bolivia

- 500 Bolivians trained in Bolivia under other various
USAID projects

ﬂ'
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(£) Supporting Projects for FY 1987/88:
= LAC Training Initiatives II
= Training for Deveiopmant
= Managemsnt Training

Policy Reform

- AIFLD

(2) Barrative

One factor which has constrained Bolivia's development
efforts in past years and will affect Bolivia'’s ability to sustain its
economic recovery is its limited human rescurces base. Since the late 1970s,
Bolivia's ongoing economic crisis and constant political ferment have caused
the departurs of many of its most skilled policymakers and private sector
managers and technicians. The economic situation has made it almost
imposaible for msany Bolivian families to send their children abroad for
schooling. Moreover, a sharp decline in the quality of the nation's
aducational system has limited tha possibilities of a good education within
the country. In addition, bilateral and sultilateral donor training programs
have diminished in the face of the country's political uncertainities.
Consequently, a major slement in Bolivia's current sconomic difficulties and
in its ability to overcome its developwent constraints has been its small
number of skilled policymakers, managers and technicians.

During FY 1987/88, USAID/Bolivia will be implemsnting
three bilateral training projects and utilizing centrally funded and regional
resources to attempt to meet a portion of the country's training
requiremsnts. The Management Training project, which has established an
independent sanagement training institute in Bolivia, will be offering
appropriate training to Bolivian entrepreneurs of all levels. Short course
offerings will range from basic accounting and cash managemsnt to seminars on
export strategies for large companies. The Training for Development project
offers long and short—-term training in the U.S. in areas of importance to the
Bolivian economic recovery effort. Fields of study include: economics, public
business and health administration, agricultural economics, finance,
marketing, sxport promotion, development banking and labor relations.
On-the—job training in the area of economic policy formulation and analysis is
provided through the Policy Raform Project. For the medium and small scale
farmer, and farm children, the USAID provides in-country training through PL
480 Title III-funded training grants. This program offers technical training
to farmers in areas of immediate and practical interest.

Regional and centrally funded training programs will also
be utilized by the Mission throughout FY 1987/88. The LAC Training
Initjatives II centrally funded project will provide the Mission with
additional funds for long and short-term training in arsas of importance to
the Bolivian economy. The emphasis will be on candidates from the private
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sector, although training for public sector pelicymakers in priority areas

will also receive consideration.

The Mission wil alsc rely on regional

training resources and use the Latin American Training Center in Panama for

short-term training in housing and finance-related fields.

As USAID/Bolivia

and the GOB stress urban and semi-urban housing projects, courses in urban
planning and housing coastruction and in housing credit mechanisms, which are
offered at the Training Center, will become increasingly important.

g. Objective: To improve the health status of Bolivia's most

nutritionally vulnerable populations

{1) Assumptions, performance indicators, policy dialogue

issues, USAID benchmark actions and supporting projects

{a) Assumptiona for FY 1987/88:

- GOB will continue its support for private sector
involvement in the provision of health services and to
improved health care, especially in rural and
semi-urban areas

- There will be sufficient continuity in GOB/MOH
leadership to maintain momentum of policy dialogque

issues

= The effectiveness of the PL 480 Title II Maternal Child
Health (MCH) programs will be enhanced by their
integration with oral rehydration therapy (ORT) and
child growth monitoring services to be offered through
mothers' clubs

- Family planning activities will expand as an unstated
GOB interest

= PL 480 Title 1I feeding and food-for-work programs in
urban areas will play a significant role in minimizing
the political unrest which will result in urban areas
due to the GOB economic stabilization program

(b} Performance Indicators
{Health)
FY B85 FY 86 FY 87/88

Access to potable water

{ 8% of rural pop) 5% 6% 9%
Infant mortality rate

(per 1,000) 167 165 ' 155
Tuberculosis cases

(per 1,000) 330 300 250
Source: USAID/Bolivia, March 1986; PL 480, Title III Executive Secretariat,

GOB, March 1986; and UNDP, La Paz, March 1986.

{



(c) Policy Dialogue Issues for FY 1986:

= Greater GOB emphasis on rural and semi-urban primary

health care programs

= Encourage the GOB to allow private organizations to

offer family planning services through GOB health
facilities

- Improve the cost efficiency of Ministry of Health

communicable disease control programs

(d) Policy Dialogque Issues for FY 1987/88:

= Continue discussion of the FY 86 issues, as appropriate

Encourage greater cost-recovery and financial
self-sufficiency of GOB health services

Increased training for health service providers at all
lavels

{e) USAID Banchmark Actions for FY 1987/88:

= Integrate more Title II food assistance programs with

USAID rural development and health (e.g. ORT) projects
(80 projects in FY 87/88)

Family planning operations research with three private
organizations

MOH collaboration in pilot (private sector)
self-financing health care project in Santa Cruz,
Cochabamba, and La Paz

Oral Rehydration Therapy to 2,000 CRS Mothers®' Clubs
throughout the country

In-country training for 50 rural health prommoters
Installation of 100 potable water systems in the
Departments of La Paz, Oruro, Potosi, Tarija and
Chuquisaca

Title 11 food rations will be provided to 2,000
mothers' clubs around the country

With PL 480 Title III local currency resources, 340,000
homes will be sprayed to eliminate mosquitos which
carry malaria and yellow fever

Through PL 480 Title III programs, 560,000 children
will receive immunizations for various comsunicable
digeases

(f) Supporting Projects for PY 1987/88;

Child Survival Initiatives
Self~-Financing Primary Health Care
Potable Water and Sanitation

CARE Potable Water and Health Services
PL 480 Title II

PL 480 Title III



(2) Narrative

Bolivia's health care services as well as access to
potable water and sanitary conditions traditionally have been the worst in
South America and have deteriorated in recent years. Moreover, most of the
health care services, safe water and sanitary facilities which do exist are
found in urban areas. Typically, Bolivian governments have lacked the human
and financial resources to extend these services toc the rural and semi-urban
areas of the country. The result has been high morbidity rates among children
and low worker productivity by the inhabitants of these areas of the country.

To support the goal of resolving the nation's economic
crisis, USAID programs have been designed to improve the health care of
Bolivia's most nutritionally vulnerable populations. These are children up to
the age of four and adults in rural and semi-urban areas beyond the reach of
the government's health care programs. Expanded private sector health care
services along with access to safe water and sanitation facilities will
improve the productivity of the Bolivian labor force in the short and long
term and are vital to the ultimate success of the nation's econcmic growth.

During the Action Plan years, the USAID will implement
several activities to achieve the objective of improved health status for
Bolivia's most nutritionally vulrerable populations. Three projects will
address the problems facing Bolivian children under the age of four: the Child
Survival Initiative, the PL 480 Title II program and the CARE Potable Water
and Health Services project. In addition to the emergency Title Il programs
in the urban areas, oral rehydration thexapy and child growth monitoring
gservices will be introduced into approximately 1,800 Caritas Mothers' Clubs,
which receive Title II rations. The CARE Potable Water and Health Services
project will install potable water infragtructure and provide training in
child health and sanitation procedures in the rural and semi-urban areas of
the country not serviced by government programs. In addition, the Savings and
Loan Potable Water Sanitation project will be providing additional resources
for rural and semi-urban communities to meet their water needs on a
gelf-financing basis. By the end of the Action Plan period, 80%, or 150,000
more people in rural and semi-urban areas will have gained access to potable
water and related health services. 1In the same time span, there will he a 15%

increase in the number of children in these areas with access to ORT treatment
and child growth monitoring services.

The Self-Financing Primary Health Care, CARE Potable
Water and Health Services and Savings and Loan Potable Water and Sanitation
projects will also address the inadequate health care services available to
adult Bolivians living primarily in the rural and semi-urban areas of the
Departments of La Paz, Cochabamba, and Santa Cruz. With access to basic
health services as well as safe water and sanitation, the number of
gastrointestinal and dysentery-related diseases will decrease and the
productivity of the workers in these areas will increase. This will have a
significant impact on national productivity, as the government attempts to
expand employment opportunities intoc secondary cities in which there are
almost no government health services.
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C. Goal: Reduce the Production and Flow of Cocaine into the United States

i. Progress Through May 1986

In the area of coca control, where the U. S. Government as a
whole potentially has a more direct effect on Bolivia than in the achievemsnt
of the other two goals, there have been some notable successes since the last
Action Plan. In May 1985, the GOB snacted a major Narcotics Control Law.
This law established the necessary legal basis for the implementation of sore
effective coca control and interdiction actions. In additionm, in 1985, the
GOB met all of the initial conditions precedent for disbursement for the
Chapare Regional Development project, including passage of a Supreas Decree
astablishing the Secretariat for the Development of the Bolivian Tropics
{SDBT), the central coordination unit of the development project.

Since the installation of the Paz government in August 1985, the
Ministers of Interior and Planning, and the National Police have become
considerably more forthcoming in addressing the real issues of narcotics
control than in the past. There has been an intensive USG briefing program
for GOB officials and military leaders, including orientation trips to bring
these people to the Chapare to observe ongoing development projects and
control activities. USAID/Bolivia, in cooperation with the Esbassy and USIS,
has injitiated a nation-wide narcotics awarensss program to inform the Bolivian
public of the harmful effects cocaine and drug traffickers are having on their
own society. In October 1985, Belivian narcotics police, with DEA support,
destroyed cocains laboratories capable of producing six tons of pure cocaine
per month. As a result of these actions, the price of coca leaves (in 100
pound bags) dropped by two-thirds, from $700 to $250 per bag, at the end of
1985, Most significantly, Bolivia's long awaited coca eradication program was
initiated on a voluntary basis in the Chapare on Novesber 28, 1985.

Izplementation of the USAID coca-related davelopment programs was
initiated in August 1984 (once the GOB reestablished a police presence in thas
Chapare) to demonstrate a visible developmant presence and to increase US/GOB
credibility with the campesinos to gain their collaboration with control
programs. Using Title III local currency, the development program financed a
total of 28 community works activities (e.g. small irrigation schemes, river
defenses, latrines, health posts, schools) throughout the Chapare. DUDollar-
funded agricultural research and extension activities have progressed, and
$130,000 was provided for agriculture production and sarketing activities of
small farmers in the Chapare. Two large-gscale and 12 small agro-industrial
enterprises have been funded, and $2.5 million has been authorized for a smail
scale rural electrification programs. The USAID is also financing the repair
of five bridges, including the important Cesarzama bridge. PForty kilometers
of secondary roads in the Chapare have been improved to aid the marketing of
legitimate agricultural products. All U.S.-supported Chapare related
development assistance has conditionality requirements. Such assistance is
only provided to those individuals or communities cooperating with GOB coca
control programs.



Although there has been some significant progress to date,
progress on USG narcotics objectives in Bolivia has been far from
satisfactory. Control programs are proceeding at a slower pace than axpected,
particularly in the area of eradication. Despite these temporary setbacks,
the GOB resolve to attack the coca problem remains very strong. Control and
eradication activities are expected to be strengthened in the near future,
and, along with them, expanded USAID development activities in the Chapare.

2. Strategy for the Action Plan Period

The U.S. strategy for reducing the production of illegal coca and
halting drug trafficking in Bolivia considers control and development as
essential and complementary aspects of the pregram for it to be successful.

It is recognized that no single agricultural crop or combination of crops can
provide farmers with the income they can earn producing coca for the illegal
market. The development effort in the Chapare can serve only as an important
incentive to facilitate the decision of farmers to produce other crops and to
lessen their economic dependence on the cultivation of coca.

The strategy stresses that the Chapare development program can
only be successful if GOB control efforts are effective. The actual task of
reducing the production of coca in the Chapare and halting drug trafficking in
Bolivia is the responsibility of the USG-assisted Bolivian government
narcotics control program. In support of the GOB programs, development
benefits are only made available to individuals and communities that are
cooperating with the control and eradication efforts. In this context, it is
the Mission's strategy to use the AID program in Bolivia as leverage to induce
the GOB to take more aggressive action with regard to control and eradication
activities. Moreover, it is also the Mission's belief that other donor
involvement in both the development and control elements of the program is

important for success and that it is the primary responsibility of the GOB to
recruit that support.

The USAID narcotics-related strategy is essentially an economic
cne. As control efforts are implemented and have their designed impact,
market prices for coca leaves will fall as the product is in oversupply. The
reduction in demand results from a reduction in trafficking due to effective
control efforts (e.g. arrests, seizures, and destruction of coccaine
laboratories). In addition, when effective eradication programs are
implemented, coca farmers will be at risk of losing their entire primary
source of income. Faced with unreliable markets and repressive actions
against their primary source of income, economically rational farmers will be
increasingly motivated teo cooperate with the government's control programs and
take advantage of the Chapare development project's resources to diversify
their agricultural production away from dependence on coca.

Complementing the USAID's Chapare development program is a highly
ceritical Narcotics Awareness activity. The purpose of this project is to
develop higher public awareness of the drug problem in Bolivia and to increase
the number of drug education progyrams in the country. This will be achieved

‘J
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through providing information to be aimed at a broad spectrum of the Bolivian
population. Information activities will focus on the negative implications of
illicit narcotics production, trafficking and consumption. The program will
seek to generate a broader base of support for the GOB's overall narcotics
enforcement efforts. In part, this will be achieved by strengthening the
institutional capacity of key public and private sector entities to carry out
a public education campaign.

The strategy for achiaving the goal of reducing the production
and flow of cocaine into the United States includes four objectives: (1) to
use the leverage of USAID projects to support effective GOB narcotics
eradication and control programs, (2) to carry out gsocial and economic
development programs in the Chapare that will facilitate the transition away
from coca producticn, (3} to continue a nationwide narcotics awareness

program, and (4) to involve other bilateral and multilateral donors in
Bolivia's coca control and eradication programs.

a. Objective: To support effective GOB narcotics eradication and
control programs

(1) Assumptions, performance indicators, policy dialogue
issues, USAID benchmark actions and supporting projects

{a) Assumptions for FY 1987/88,

- GOB willingness to use police in the Chapare to enforce
the laws

= Continued implementation of four 1983 bilateral USG/GOB
agreements

= Enhanced enforcement of the National Narcotics Law

- Political unrest in the Chapare will not delay coatrol
programs

- US Congress will not cut assistance to Bolivia for
ingufficient implementation of control programs

- Increase U.S. funding for development activities in the

Chapare
(b) Performance Indicators
(Chapare)

{Base) {Est.) (Est.}

FY 85 FY 86 FY 87/88
Has. under cultivation 75,000 79,000 81,500
Has. in coca 31,500 33,000 35,000
Coca eradication targets 2,000 2,000 2,000*

{Number of Has.)

Source: US Embagsy, La Paz. The PY 85 and FY 86 targets are part of a 1983
Narcotics Agreement between the US and Bolivia.

*Actual targets for FY 87 and FY 88 will be negotiated at the end of 1986.
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{c) Policy Dialogue Issues for FY 1986:
USG/Non USAlD-Specific

= Identify traditional and non-traditional coca
growing areas

- Inplement the four control agreements

- Determine legal demand for coca

- Expand interdiction actions

= Expand the narcotics police force

- Design a system to register and licence legal coca
growers

- Develop a system for monitoring the legal transport
of coca

- Expand voluntary eradication program

= Initiate an involuntary eradication program

USAID Specific
= Closely associate continued implementation of
Chapare development activities with GOB progress on
control and eradication issues

(d) Policy Dialoque Issues for FY 1987/98:
- Continue discussion of FY 86 issues, as appropriate
UsSG/Non USAID-Specific
- Expand voluntary and involuntary eradication
programs
= Expand coca control measures into the Yungas

{e) Benchmark Actions for FY 1987/88:
USG/Non USAID-Specific
- Arrest and prosecution of narcotics traffickers
= Maintain civil control and order in the Chapare
= Eradicate significant amounts of illegal coca

USAID Specific
‘= Implementation of the Chapare development projects
as control activities permit

(£} Supporting Projects for FY 1987/88:
= Chapare Regional Development

= Chapare Marketing and Agribusiness
= Narcotics Awareness

{2) Narrative

One of the established conditions for an individual or
community to receive assistance under the Chapare develcpment program is
cooperation with GOB control programs. In the initial meetings with Chapare
community leaders and campesino federation officials, the compliance
requirement was explained and accepted. Following the start of the voluntary



-4l~-

eradication program in November 1985, however, most of these campesino leaders
have been slow to comply with the GOB coca eradication prograas.
Implementation of infrastructure programs under the Chapare developmant
programs, therefore, has been substantiaily slcwed down.

During the Action Plan period, assuming the compliance
isgsue is resolved, USAID will complete the implementation of the Chapare
Ragional Development project and initiate the Chapare Marksting and
Agribusiness project (see Cbjactive b. for an explanation of these
activities). PL 480 Title III local currency resocurces will be used for
credit and community development projects. Nevertheleas, without tangible
compliance with GOB eradication programs, infrastructure, credit, and
community development activities funded under thess projects will be held in
abeyance.

b. Objective: Tu carry out social and economic development
programs in the Chapare that will facilitate the transition

away from coca production

{1) Assumptions, performance indicators, policy dialogue
issues, USAID benchmark actions and supporiting projects

(a) Assumptions for FY 1987/88,

= Political unrest in the Chapare will not delay
implementation of the development progras

- GOB will provide the necessary qualified and capable
counterparts and counterpart funding

= US Congressional legislative restrictions will not
interrupt implementation of tha development program

= If the GOB effectively implemsents its control program,
the USAID development program will be effective in
stimulating reduced coca production in the Chapare

~ Campesino collaboration with control efforts

(b) Performance Indicators

(Chaparse)

{Base) (Est.) (Est.)

FY 85 FY 86 FY B7/88
People employed
=-Coca Leaf Production 100,000 165,000 108,000

{Directly and indirectly)

-Non Coca related 5,400 5,600 6,000
Pexr Capita income/annum
-Coca related $ 750 $ 665 $ 500
=Non Coca reslated $ 240 $ 300 $ 3Is0

_Sources: US Embassy, La Paz, March 1986 and USAID/Beolivia, March 1986.
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(c) Policy Dialogue Issues for FY 1986:
- GOB must increase flow of credit and other production
inputs into the Chapare for legal products
= USAID/Bolivia will only provide assistance to
individuals or communities that cooperate with GOB
control and eradication programs

(d) Policy Dialogue Issues for FY 1987/88:
= Continue discussions of FY 86 issues, as appropriate

{e) USAID Benchmark Actions for FY 1987/88:

- Drug education articles and publicity placed on TV and
radio and in periodicals

- $15.0 million in production and capital investment
credit to Chapare farmers through public and private
banking institutions monitored by IBTA/Chapare

= 200 kilometers of rural access roads rehabilited in the
Chapare

= New electrical services to 3000 family residences and
360 commercial and institutional establishments

= 3 agro—~industrial projects and 10 small-scale
agribusiness funded

= 45 para-technicians trained and operational

= 7 IBTA professionals returned from long term training
in tropical agriculture

= Develop follow-on Chapare project

(f) Supporting Projects for FY 1987/88:
- Chapare Regional Development
= Chapare Marketing and Agribusiness
- Narcotics Awareness

PL 480 Title III

= ESF

{2) Narrative

In confronting the coca preduction and trafficking
control issues, the social and economic development programs of USAID/Bolivia
provide the companion development pieces to the control effort. This approach
recognizes that, given the political and eccnomic conditions in the coca
producing zones, the reduction of coca cultivation will depend to a great
extent on the farmers' responsiveness to the control program. Effective
reduction in coca cultivation will not be accomplished without visible and
substantial social and economic development programs.

In FY 1987/88, USAID will continue to apply the strategy
devised in 1983 for the Chapare Regicnal Development project. In the context
of an effective coca control program, the Mission will continue supporting
agricultural diversification and the provision of more reliable and profitable
markets for the legitimate crops produced in the region. This will be done
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through credit to private agribusinesses which agree to use large volumes of
Chapare agricultural products in their processing facilities (e.g. citrus
fruits, hog fattening, wood products). As these markets are anhanced and
generate increased production from Chapare farmers, USAID-funded research and
extension activities will provide the farmers with the improved production
technologies they require to further expand their income earning potential.
This is a demand-pull strateqy, that is, the increased rsliable, remunerative
market (demand) for legitimate agricultural products will provide an essential
stimulus to farmers to increass their production of such products. The
Chapare Marketing and Agribusiness project will strengthean existing, and
support the development of new, agribusinesses and marketing facilities in the
Chapare, which are needed to provide new ocutlets for Chapare agriculture
products and facilitate the transition away froam coca productioa.

In addition to production and marketing constraints, the
Chapare region suffers from very limited social infrastructure. Consequently,
the Chapare development program also includes a broad range of health,
sducation apnd community development programs. Relying primarily on local
currency proceeds, small cosmunity development activities will be carried out
(e.g. schools, health posts, irrigation systems, potable water, latrines).
Farm=to market roads will also be maintained and upgraded. The Mission's PL
480 Title II and Child Survival initiatives programs will also reach some of
the Mothers' Clubes in the Chapare contributing to improved health standards in
the region and increased productivity among the Chapare's farmers and laborers.

c. Objective: To undertake a nation-wide narcotics awareness
program

(1) Assumptions, performance indicators, policy dialogue
issues, USAID benchmark actions and suppporting projects

(a) Assumptions for FY 1987/88:

GOB and public is concerned about the drug problem
GOB will continue to support drug education

US will continue to support drug education

GOB institutional and technical capacity to carry out
the programs

(b) Performance Indicators
(Narcotics Awareness)

(Base) (Est.) {Est.)

FY 85 FY 86 FY 87/88
Drug Abugers 80,000 84,000 87,000
Seminars 5 20 20
Dollar Investment 250,000 250,000 2,950,000*

{new AID investment)

Sources: USAID/Bolivia, March 1986.
* Subject to availability of funds over and above current OYB.
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{(c) Policy Dialogue Issues for FY 1986:

= Expand the nation's institutional capacity to deal with
drug abuse

- Increase awareness of the political and economic risks
and dangers narcotics trafficking and drug abuse pose
for the country

= Make clear the association between progress on
narcotics control and eradication issues and GOB
receipt of critical USG economic assistance (i.e. ESF)

(d) Policy Dialogque Issues for FY 1987/88:
= Continue discussion of FY 86 issues, as appropriate

{e) USAID Benchmark Actions for FY 1987/88:

= Bolivian opinion makers/leaders sent to the U.S5. to
observe U.S. drug rehabilitation programs

- Articles and publicity placed on TV and radio stations
and in periodicals

= Seminars on drug abuse held throughout the country

= Help the GOB design a program to influence and work
with local opinion leaders and influential organizations

(£) Supporting Projects for FY 1987/88:
- Narcotics Awareness
- ESF
= Chapare Regional Development

{2) Narrative

The use of cocaine and narcotics trafficking has been
viewed by many Bolivians, in the past, as solely a U.S. problem. In recent
years, however, Bolivia has developed its own narcotics consumption problem.
Cocaine use among Bolivians, especially young pecople, has risen dramatically.
The impact of narcotics trafficking in everyday Bolivian life and the criminal

brazenness of the narcotics traffickers have alarmed govermment officials and
the Bolivian public.

During the Action Plan period, the USAID, in cooperation
with USIS and INM, will coentinue its narcotics awareness program. This
activity complements the overall U.S. control and development effort by
strengthening the institutional capabilities of key local and private sector
entities to carry out public awareness programs. These programs will raise
the level of national awarenegss and concern over the danger threatening
Bolivian society as a result of the presence of narcotics and narcotics
traffickers in the country. Once awareness is heightened, there should be a

significant improvement in the national environment and receptivity for
narcotics control and eradication programs.

«



d. Objective: To involve other bilateral and sultilateral donors
in Bolivia's coca control and eradication programs

(1) Assumptions, performance indicators, policy dialogue
issves, USAID benchmark actions and supporting projects

(a) Assumptions for FY 1987/88.
= Bolivia's narcotics problem is a broadly based
intsrnational concern
- Bolivia wishes to generatse international interest in
the resolution of its economic and political problem
and support for its battle with narcotics traffickers
= The need for external economic supprt will make the GOB

more responsive to potential donor reactions to the
drug problem

{b) Performance Indicators
{Narcotics Control-~Related Assistance!
{($ millions-New Obligations)

FY 85 FY 86 FY §7/88
U.S.G. $ 6.3 $ 5.1 $10.5
Other Bilateral - - -
Maltilateral $21.5 $ 5.6 hd

Sourcess IMF, March 1966, UNDP, Bolivia, March 1986, USAID/Bolivia, March
1986.

* Plans underwvay for multilateral assistance during this period, but funding
amount not available.

{(c) Policy Dialoque Issuas for FY 1986
= Unified donor policy

= Other donors apply control and erxadication related
conditionality to their development assistance programs

(d) Policy Dialoque Issues for FY 1987/88.
- Continue discuasions on FY 86 issuas, as appropriate
= Expand other donor assistance into the Yungas and the
Beni

= UNFDAC heightsned interest and financial commitmsnt to
control activitiea

{e) USAID Benchmark Actions for FY 1987/88.

- Rsgional communication on narcotics established in
latin America

- Control programs supported by other donors in the
Yungas and Beni
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{f) Supporting Projects for FY 1987/88:
- Chapare Regional Development
~ Chapare Agribusiness and Marketing
- PL 480 Title III
- Narcotics Awareness

(2) Narrative

One of the important objectives of the U.S. Mission in
Bolivia is the internationalization of dealing with the growing Bolivian
narcotics problem. The three principal areas of illegal coca production are
the Chapare, Yungas and Beni. The U.S. is active in the Chapare and to a
lesser extent in the other areas. The United Wations (based on a grant from

the Italian government), through UNFDAC, is working in the Yungas. No doncrs
are active in the Beni.

During the Action Plan period, the Mission will work to
involve other donors and governments in narcotics-related control and
development activities in Bolivia. The Mission will also encourage such
donors to condition their assistance in the coca production areas on
compliance with GOB eradication and control programs. The Mission believes,
however, that recruitment of other donors support is the principal
responsibility of the Bolivians, themselves.



v. NEW PROJECT DESCRIPTIONS AND NEW PROJECT IMPLEMENTATION SCHEDULE

A. New Proiject Descriptions

l. Narrative

The three projects described in the following pages are proposed to
begin in PY 1987 and FY 1988, in addition to the Chapare Marketing Project (FY
1988) which was presented in last year's Action Plan. These four projects
will directly support the USAID/Bolivia program strateqgy and objectives
outlined earlier in this Action Plan.

The "Strengthening Financial Markets"™ Project will finance key
elements of a courdinated multi-donor effort to improve the functioning of
Bolivia‘'s financial sector, especially as regards its role in mobilizing and
allocating financing for private sector investments. A better functioning
financial sector is indispensable to Bolivia's economic recovery and growth
and the success of all donors’ private sector development projects.

The "Micro Enterprise Development” Project will contribute to the
attainment of all three of USAID/Bolivia's program objectives. It will halp
create employment in urban areas and thus contribute to economic recovery. In
strengthening private sector initiatives among poorer Bolivians, it will
support democratic ideals. Pinally, it will help make a modest contribution
to the reduction of the production of cocaine by providing underemploysd
citizens in some urban areas of the country, who amaight otharwise get involved
in coca processing, with the means for gainful employment.

The "Agriculture Marketing and Export” Project will help increase
domestic and export sales of agricultural commodities and agro-industrial
goods, and thus contribute directly to Bolivia's economic recovery and growth.

Lastly, the “Chapare Marketing®™ Project will develop markets for
agricultural produce cultivated by Chapare region farmers who are cooperating
in GOB coca production control programs. As a complement to the control
program, the project will contribute to USG efforts in that area. The project
will also support economic recovery and growth.

See Section VII for a listing of project priorities and discussion
of USAID's current project pipeline and projected “"mortgage.”
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2. Project Descriptions

a, Strengthening Financial Markets - FY 1987
($2,700,000 Grant, $8,500,000 Loan)

(1) Definition of Problem and Strategy Proposed to Address It:

{a) Problem

The success of the GOB's efforts to promote economic
recovery and growth through increased private sector activity in a
liberalized economy depends significantly upon whether Bolivia's financial
sector can function more efficiently. Bolivia is beginning to emerge from
a profound economic depresgssion characterized by hyper-inflation and
negative real interest rates, during which productive economic activity
was severely constrained. The Paz Government's efforts to stabilize the
economy initially have resulted in relatively high real interest rates,
several bankruptcies, and a dampening of economic activity - as has
occurred in other developing countries when their governments have
attempted to :take the difficult measures normally prescribed to deal with
inflation. The situation in Bolivia has been aggravated by the country's
poorly functioning financial sector, which has done a very inadequate job
in mobilizing and allocating domestic capital for private sector
investment and credit needs.

Any country's financial sector should fulfill three main
functionas 1) it should provide a means of payment among residents, 2) it
should mobilize and allocate capital {(domestic and foreign) for investment
and short term credit needs, and, 3) it should provide for the
transformation and distribution of risk. Bolivia's financial sector is
comprised of public and private credit institutions and the central
monetary authority (the Central Bank)}. The functioning of the sector is
affected by GOB economic policies and banking laws and the characteristics
of each institution in the sector. The efficlency with which Bolivia's
financial sector operates significantly affects the pace and direction of
the country's development, especially at times, such as now, when the
Government is relying more on private sector investment to spur economic
recovery. The success of USAID and other donor private sector-oriented
projects in support of the Government's economic recovery program also
depends substantially upon a better functioning financial sector. For
instance, one of the principal factors responsible for the IDB's current
$450 million pipeline is Bolivia's faulty credit delivery system.

The main problems in Bolivia's financial sector can be
divided into four areas:

- Policy Environment/Legal Framework. The operations of
Bolivia's financial institutions are significantly affected by GOB
interest rate and exchange rate policies and banking and investment laws.
Also key to the sector's functioning is the attitude of the Government
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with regard to the role, if any, of the public sector in allocating credit
resources. Bolivia has had a long history of intervening in credit
allocation decisions, especially with regard to the provision of long-term
investment financing and agricultural credit. The current Goverrment has
eliminated resource allocation-distorting nagative interest ratas, but it
still must decide on a policy with regard to thsa extent and form of the
public sector's role in the allocation of credit. GOB banking laws also
affect the number and type of financial institutions, the type of lending
in which they can engage, thes way they mobilize lending capital, and how
they are raequlated. All of the above arasas need to be re-examined by the
current Government, and changes need to be made.

- Performance of the FPinancial Sector in Mobilizing and
Allocating Credit Resources for Various Borrowing and Investment Needs.
Included in this area ig the need for the GOB to decide on the future of
the several existing public sector banks (Banco de la Vivienda, Banco
Agricola, Banco Minero, Banco del Estado, etc.), most of which have been
severely decapitalized and are operating ineffectively and inefficiently.
Related to this is the need for, and Government attitude toward, the
creation of private gector rediscount facilities which could mobilize both
foreign and domestic rescurces and allocate them more efficiently than
public sector institutions have been able to do. The various types of
credit needed within the economy and the roles of both public and private
sector financial institutions in providing credit need to be examined.
Efforts to mobilize domestic resources for both lending and equity
investment also need to be given the highest priority.

- Agricultural Credit Needs and Facilities. Most rural
credit requirements in Bolivia are met through informal lenders. Various
types of rural credit requirements need to be distinguished and measured.
The roles of the Bolivian Agricultural Bank (BAB) and private sector
financial institutions operating in rural areas { e.g. credit unions,
cooperatives) need to be reviewed. At present, rural credit neaeds are not
baing met through the formal financial sector, with the exception of those
of a few large farmers.

- Improvement of Private Sector Intermediate Credit
Institution (ICI) Operations. Practically all of Bolivia's commercial
banks are merchant-type banks which give priority to lending to the
companies owned by those who own the banks. The types of credit and
financial services offered by these banks and their outreach into
semi-urban and rural areas are very limited. Efforts to mobilize Jdeposits
are very rudimentary, and, genarally speaking, transaction costs are
high. Bolivian banks are also overly cautiocus. They work only with
clients able to put up substantial collateral and gemsrally lend only
short-term. Work has bequn under the Agribusiness and Artisanry (A & A)
Project to improve the operations of private sector commercial banks and
other ICIs, but much remains to be done. In addition, the Government's
performance in the requlation of banks and other ICIs needs to be
gignificantly improved.
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(b) Strategy

USAID/Bolivia is currently undertaking a financial sector
assessment with the support of the PRE Bureau. This assessment will
prioritize recommended actions to deal with the problam areas outlined
above. The assessment team is expected to make initial policy
recommendations to the GOB. The assessment will also assist the Mission
and the GOB to coordinate interventions in the financial sector with other
donors. The Mission has recently undertaken an effort to extend the AsA
project in order to continue to provide technical assistance in ICI
improvement, savings mobilization, and financial sector policy formulation
- pending the start-up of this new, more comprehensive financial sector
project.

The project's components will be designed to address the
main constraints identified in the financial sector assessment. The
strategy of the project will be tc improve the functioning of Bolivia's
financial sector as a whole, with components addressing
ingtitution-building requirements and policy improvement.

The project will directly support USAID's efforts to assist
Bolivia's economic recovery through private sector interventions. The
prospects for the success of USAID's private sector projects, as well as
other donor credit programs, will be substantially enhanced with a better
functioning financial sector. The project will also provide the means for
USAID to assist the GOB to make needed policy and legal changes affecting
the financial sector. Thus, the project will support the GOB's highest
pPriority: the success of its New Economic Program. The project will rely
on all four AID assistance "pillars®: support for private sector based
development, institution building, peclicy dialogue, and technology
transfer (in ICI operations).

{2) Project Description

(a} Goal and Purpose

_The goal of the project is to promote economic recovery and
long-term growth in Belivia. This is what the GOB's Wew Economic Program
is designed to achieve. The purpose of the project is to restructure and
improve the efficiency of Bolivia's financial sector in mobilizing and
allocating resources for development. Indicators of the achievement of
the project's purpose will include increased domestically financed private
sector investment, more efficient provision of agricultural credit, and
more successful AID and other donor private sector projects.

(b} Components

While, the project's components will be refined following
the financial sector assessment, it appears likely that project
interventions will be organized into components addressing the financial
sector problem areas outlined above.



A policy/legal component will assist the GOB to modify its
banking and investment laws as necesgsary and to improve its performance in
requlating ICIs. Resources will also be provided to implement economic
policy decisions affecting the financial sector in areas identified in the
financial sector assessment currently being completed.

Another project component will address institutional
requirements for long-term investment financing as a result of the
financial sector asgsessment. It is expected that following completion of
the financial sector assessment, the GOB will make a decision regarding
the future of public sector banks and financing facilities and whether to
allow the creation of a private sector rediscount facility. Several
alternatives have besn discussed for closing or reorganizing public sector
banking institutions and the Development Department of the Central Bank.
Initial work has also been done by a group of commercial banks to creats a
second storey bank. The proposed project will provide assistance for the
creation of a second storey bank or for reorganized public sector lending
institutions, or both, depending on the Government's policy decision.
Credit financing for one or more investment financing institutions will be
required, and funds have been reserved under the proposed project for this

purpose.

A third component of the project will concantrate on
assisting a variety of private sector financial institutions to mobilize
lending resources. Savings mobilization is perhaps the most important
area for improving the functioning of private sector financial
institutions. Experience gained under Ohio State University efforts in
the Dominican Republic and elsewhers will be used. In addition,
commsercial banks will be provided with agsistance in ways of attracting
deposits which have been successful in other countries.

An agricultural credit component will provide technical
assistance and training to assist ICIs involved in rural lending. Whether
or not the BAB, or a successor bank, will receive technical assistance
will be decided following the completion of the financial sector
assessment. It is not anticipated that project resources will be budgeted
to finance agricultural credit, since other donor resources and dommstic
savings should be available.

The final component of the project will continue technical
assistance and training efforts targeted to improve the efficiency of
commercial banks and other private sector ICIs, assuming such assistance
continues to be required following tearmination of the ASA Project.

(¢) Outputs and Inputs

The project's outputs will include: new banking laws and
regulations, revised GOB financial sector policies, reorganized public
sector banks and/or the creation of a private sector second storey bank,
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increased savings mobilization, investment loans extended, better
functioning commercial banks and ICIs {lower transaction costs, more
financlial services, wider geographic coverage), and improved systems for
the provision of agricultural credit.

The project's inputs will include: 1) technical assistance
to implement GOB policy and legal changes and for financial institution
building, 2) training for financial institution personnel, 3} financing
for long term investment loans, 4) financial institution development
support (initial operating costs, etc.), and 5) the hiring of a Bolivian
Project Coordinator for USAID/Bolivia.

(d) Implementation Arrangements

A four year project is anticipated. A Project Agreement
will be signed with a GOB entity. This could be the Ministry of Planning
and Coordination, the Ministry of Finance, or even the Central Bank. A
decigion will be made prior to completetion of the PID. Assistance to
financial institutions under the project will be provided by a U.S. firm
with experience in banking.

(3) Preliminary Budget

($ million)
A. I. b.
Host
Grant Loan Country Total
Technical Assistance 2.0 - - 2.0
Training 0.3 - 0.4 0.7
Institutional Support 0.2 - 0.8 1.0
Credit - 8.5 8.5 17.0
Project Coordinator 0.2 - - g.2
Totals 2.7 8.5 9.7 20.9
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(4) Design Strategy

(a) Design questions. The questions which will have to be answered
in the course of designing the project include:

. A final definition of the project components.

. Identification of technical assistance and training sources.

. A decision on whether to support both public sector and private
sector lending institutions.

. Determination of the type of institutional support required.

. A decision on whether or not to suppor:t the BAB or a Successor
institution.

Other issues will arise as a result of the financial sector
assessment. That assessmant will halp to define the parameters of the project.

In order to develop the project, the Mission anticipates the
need for assistance in the following arsas: bank operations, rural credit,
savings mobilization, bank regulation, lagal issues, and financial econoamics.
In addition, the Mission would benefit from receiving agsistance during the
intensive review from AID/W personnel with experience in financial sector
projects in other countries.

(b} Design Schedule

The financial sector assessment will be completed by the end of
May 1986. Following discussions with the GOB, a PID should be completed by
Decesber 1986 and a PP by April 1987. USAID/Bolivia proposes that both the
PID and the PP be approved by the Mission Director,
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b. Micro-Enterprise Development - FY 1987
($1,100,000 Grant)

{1) Definition of Problem and Strategy Proposed to Address It.

(a) Problem

During the previous Bolivian administration, ineffective and
often counterproductive economic policies resulted in a collapsed eccnomy
with severely reduced productive activity and large increases in
unemployment. This was reflected in negative GDP growth rates of ~5.7% in
1982, -8.7% in 1983, and -3.5% in 1984. The current Government's generally
excellent economic recovery program includes austere economic measures which,
unfortunately, are alsc having a negative impact on production and employment
in the short run. The unemployment rate is currently about 20%, and ancther
quarter of the work force is underemployed. Most of this unemployment is in
urban areas where the populace tends to exert more political pressure on the
Government. It is important for the success of the GOB recovery program that
preductive economic activity increase scon and that the urban unemployment
rate decrease.

The micro-enterprise sector is important in the Bolivian
economy, both in terms of the number of people already engaged in
micro-enterprise activities and the sector's potential for employment
creation. It is estimated that 50% of the poor urban labor force is engaged
in micro-enterprise activities. sStrengthening the micro-enterprise sector
will result in increased production and less unemployment.

Bolivia's micro-enterprises are: 1) laber intensive {there
is a higher ratic of employment created per dellar invested than in more
sophisticated enterprises); 2) involved mostly in the provision of basic goods
and services to poorer segments of the population; 3) run by relatively more
economically disadvantaged persons; 4) characterized by the use of simple
technologies, and 5) dynamic and changing. Such businesses require relatively
little investment capital to initiate. The fact that micro-enterprises are
relatively easy to establish accounts for why a high percentage of the poorer
urban population is engaged in them. Typical micro-enterprises in Bolivian
cities include simple processing activities, repair services, and small volume
retail sales.

The chief problems confronting Bolivian small entrepreneurs
are 1) poor access to financing for operating expenses due to a lack of
collateral and little familiarity with the formal banking sector, 2) the need
for training in rudimentary business practices, and 3) an unfavorable
requlatory enviromment which makes it difficult for micro-entrepreneur to
function (e.g. registration requirements). In addition, micro-entrepreneurs
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need to be better integrated into the "traditional® private sector. Thase
individuals often do not identify with the better-off msmbers of the private
sector because they do not see themselves benefitting from the business
activities of these other businessmen. This is one of the considerations
which has led the Bolivian Confederation of Private Businessmsn (CEP) to get
involved in the micro-enterprise support activity described below.

(b) Strateqy

The CEP and USAID/Bolivia have recently initiated support for
a pilot project in the city of La Paz to be run by AITEC (Accidn Internacional
Técnica). AITEC will employ a stratagy that it has successfully used in other
countries to address the credit and training needs of micro-enterprises.
Briefly, the AITEC modal involves setting up a credit agent (who can represent
a bank, a PVO, or other entity) in an urban market where artisans and other
aicro-entrepreneurs operate. The credit agent offers ssall loans (about $25)
to finance micro—enterprise operating costs. Befors extending loans, the
agent investigates the business practices followed by the micro-enterprises
interested in borrowing money and recommends improved bookkeeping and other
simple procedures. The agent monitors the implementation of these
recommendations while the loan is still outstanding. Relatively high, but not
exorbitant, interest rates are charged to cover initially higher credit
delivery costs.

Ten members of the CEP have contributed § 10,000 each to
create a new PVO called PRODEM (Fundacién para la Promocidon y Desarrcollo de la
Microempresa) to work with AITEC in La Paz. Their contributions are being
used to finance the start-up costs of PRODEM, technical assistance from AITEC,
and seed capital for credit. The credit resources will be augmented by a loan
under the PL 480 Title III Program to PRODEM.

Assuming the La Paz pilot effort is successful during its
first six months of operation, this new project will employ a two-pronged
strategy involving the application of the AITEC model in other Bolivian urban
centers {(geographic expansion}, both for the poorest business people on which
AITEC programs are normally focussed, and for lower middle class entreprensurs
engaged in micro-enterprises (expansion of coverage). Credit and training for
smaller businessmen may be arranged through comasrcial banks rather than a PVC
such as PRODEM.

The initial CEP/AITEC project in La Paz will be evaluated by
the end of 1986, and an assessment will be made of the replicability of the
model in other cities and whether the program can be sxpanded to reach lower
middle class entrepreneurs. If found fsasible, the proposed project will
provide funds to augment seed capital from private sector sources and expand
the scope of ths pilot project. A.I.D. funds are required to augmant the seed
capital to be provided by private sector concerns in order to get local credit
organizations started in various regions of the country and to pay for AITEC-
provided technical assistance. Without AlID support, the project's scope would
have to be very significantly reduced.
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The project will also include measures to remove regqulatory
constraints which inhibit micro-enterprise growth, and it will support a
CEP-sponsored junior achievement program. Historically, Bolivians have not
heen oriented toward economic activity in the private sector. A junior
achievement program, focused on micro-enterprises, will provide Bolivian
youths with a hands-on opportunity to learn about and appreciate the potential
of private economic initiative.

The proposed project conforms with USAID/Bolivia's program
emphasis on economic recovery, employment creation, and long-term growth
through support for the private sector. It will address a sericus social
problem (unemployment) being faced by the GOB, and support its econocumic
recovery program. It will be a high visibility, high impact project which
will have a positive effect Bolivia's economic recovery in a short period of
time. Finally, it will conform with the Agency's emphasis on private sector
development and peolicy dialogue.

{2) Project Description

{2) Goal and Purpose

The goal of the project will be to promote economic recovery
through private sector production and employment. The purpose of the project
will be to create more productive and numerous micro-enterprises.

{b) Project Components

The project will have four components:

» Credit/training activities by AITEC in various urban
capitals aimed at both the poorest and relatively poor micro-entrepreneurs.

- Instituticnal support for PRODEM and other entities,
including banks, administering micro-enterprise credit facilities.

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

. A junior achievement program. The junior achievement
program will be administered by the CEP. Junior achievement activities will
be established in high schools in La Paz and other participating cities.
Under the program, adult business leaders will give lectures to students on
how to form and run businesses. Parents of participating students will be
encouraged to purchase "shares of stock™ to help estaklish a business at each
high school. The students will elect a board of directors and decide what
product to sell and/or produce. An-effort will be made to select high schools
attended by children of project beneficiaries so that they can benefit both
from knowledge of their parent's business development and their experience
with the junior achievement program.



(¢) Outputs and Inputs
The project's outputs will include:

. Micro enterprises established/assistad.

. Project implementation agencies/credit facilitias
daveloped in three to four cities.

. Junior achievement program activities implemented.

. GOB and municipal government requlations changed.

The project's inputs will include:

. Technical asaistance for both micro-enterprises and
project implementation agencies.

. ‘Training for both amicro-enterprises and implemsntation
agencies’ staffs.

. Seed capital for implementation agency establishment and
operating costs from the private sector and AID.

. PL 480, Title III and private sector credit funds.

(2) Implementation Arrangements

Yollowing an evaluation of AITEC activities and further
discussions with AITEC and the CEP, a decision will be made on how to
implement the project. Two alternatives appear possible:

. An OPG to AITEC if AITEC is willing and able to undertake
a larger scale project.

. A grant to the CEP which would hire AITEC and other
experts to run the program.

(3) Preliminary Budget

{$ million)
AID Grant Bolivia Total
Technical Assistance 0.7 - 0.7
Training 0.2 0.2 0.4
Seed Capital 0.2 0.2 0.4
Credit - 0.5 0.5

Totals 1.1 0.9 2.0
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(4} Design Plans

(a)

Design Questions. The issues which need to be addressed in

designing the project include:

(b}

November 1986.

The choice of a grantee.

The choice of implementing agencies (PVOs, banks, etc.) for
both levels of the program in each city.

Determination of local institutional development requirements.
Determination of the magnitude of credit needs and revisions
in the design of the credit delivery system, as necessary.
Assessment of the feasibility of developing groups of
micro-enterprises which would jeintly borrow and distribute
funds, and perhaps engage in joint retailing activities.
Investigation of the possibility of developing courses for
micro-entrepreneurs at the Instituto para el Desarrollo
Empresarial y Administrativo (IDERA).

A decision on how best to design the junior achievment
program.

Design Schedule

The evaluation of pilot La Paz effort should be completed in

A PID will be prepared by February 1987 and a PP by May of

that year (if grant to CEP). If an OPG is used, the OPG proposal will be
completed by April 1987. USAID/Bolivia proposes that the Mission Director
authorize the project.
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c. iculturs Marketing and rts - FY 1988
(31.500,000 Grant )

{1} Definition of Problem and Strataqgy Proposed to Address It

(a) Problem

The success of the Government of Belivia's (GOB) economic
recovery program dspends to a great degree on growth in agricultural
production. Incrasasad sales, both domestic and foreign, of agricultural
produce will lead to increased agricultural production and employment. Since
Bolivia's internmal market is small, much of any increase in sales must come
from exports.

The Government has declared that it will give priority to the
agricultural sector (“"agropoder® policy), but more must be done to stimulate
additional agricultural economic activity. Thes Government has eliminated
counterproductive agricultural price controls and the chief disincentive to
exports - the artificially low official exchange rate, but much more remains
to be done if agricultural production and export receipts ars to grow.

The chief consti.‘ainta to agricultural exports - which also
limit opportunities for domestic marketing of agricultural products - are:

* Very poor, high cost transportation links between markets.

+ Poor information on marketing opportunities and market
requirements.

* Limited access to the services of marketing
intermediaries /brokers.

- Insufficient trade credit financing.

* Lack of access to sarvices in the fields of quality
control, warehousing, and shipping.

Given the severity and extent of these problems, unless wvays
can be found to address them, it is quastionable whether domestic marketing
and exports of agricultural products can be increased sufficiently to spur
greater agricultural production, employment, and export earnings.

(b) Strateqy

Efforts under the proposed prolect to address constraints to
the marketing of agricultural products will be guided by certain principles.
Asgistance will be provided both to producer associations and agro-industrial-
ists that are attempting to increase domestic sales and/or focus primarily on
exports. The proiject will work directly with agricultural producer organiza-
tions and agro-industries to help increasa the marketing of both agricultural
commodities and mamufactured or processed agricultural products. The project
will employ a self-supporting, private gsector-based approach. "The individuals
and organizations involved in the project will be chiefly motivated by profit



*considerations. Finally, the project will be technical assistance-oriented,
although, if needed, trade credit will be financed with local currency
resources.

The project will provide agsistance for the marketing of
pre-selected agricultural commodities and agro-industrial products produced in
the Santa Cruz region. Santa Cruz is the most dynamic center of agricultural
production and agro-industry in Bolivia., It is anticipated that the key
constraints faced in the marketing of the specific agricultural products on
which the project will concentrate will be addressed through activities
sponsored by a newly formed Santa Cruz Foreign Trade Institute (Instituto de
Comercic Exterior). This Institute was recently created under the sponsorship
of the Eastern Agricultural Chamber (CAQ) - to which the region's agricultural
producer organizations belong, the Trade and Industry Chamber -~ which
represents Santa Cruz' agro-industrial enterprises, the Regional Development
Corporaticn of Santa Cruz {CORDECRUZ), and other local associations. The
Institute's purpose is to assist the region's agricultural producers and
industrialists to increase the volume and value of their exports. The project
will not be designed primarily as an institution building effort focused on
the Foreign Trads Institute. In fact, it may ultimately be decided that
another local group may be a more appropriate vehicle for providing the direct
assistance to agricultural producer organizations and agro-industries which
the project envisions.

The proposed project will support USAID/Bolivia's program
emphasis on economi¢ recovery and growth. It will be in conformance with the
GOB's expressed interest in expanding agricultural producticn and exports.
Lastly, the project will include elements in support of AID's emphasis on
private sector development, technology transfer, and policy dialecgue.

(2) Project Description

(a) Goal and Purpose

The goal of the project will be to increase agricultural
production, employment and export earnings in Bolivia. fThe purpose of the
project will be to increase the sales of Bolivian agricultural commodities and
agro-industrial products.

(b} Components

- Marketing Information and Brokering Services. The
Institute will function as an investigator and repository of information on
markets, market standards, raw material sources, etc. It will also actively
attempt to set up contacts between its clients (agricultural producer
organizations and agro-industries) and trading companies, both foreign and
domastic, interested in buying Bolivian products.
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- Product Improvement Assistance. Technical assistance
tailored specifically to the needs of the Institute's clients in production,
quality control, warehousing and shipping will bs arranged by the Institute.
This assistance will come from recognized industry experts in the specific
products concerned, possibly including members of the International Executive
Service Corps.

- Bxport Policies and Requlations. The Institute will
sponsor studies of important problems faced by exporters of agricultural
products. It will also function as a lobbying group tc modify GOB trade

regulations as necessary.’

= Trade Credit Financing. If it is found that financing for
domestic marketing and exportation of agricultural products continues to be in
very short supply., PL 480 Title III funds will be used to help finance trade
credit. Such financing would be channelled through trust funds in commercial
banks.

{c) Outputs and Inputs

The project's outputs will include.

. Establishment of marketing information systems.

. Establigshment of hrokering arrangements and/or contacts
set up for tha marketing of specific commodities and
agro-industrial products.

. Improvements in the volume and quality of agricultural
products and handling and shipping practices.

. Revised GOB trade policies and regulations.

. A functioning Santa Cruz Foreign Trade Institute, or other
service entity.

. The establishment of trade credit financing facilities (if
needed).

The project's inputs will includes

. Technical assistance for producer organizations and
agro~industries.

. Technical assistance for the development of marketing
information systems.

. Training for personnel from producer organizations,
agro-industries and the Foreign Trade Institute.

. Limited support for initial opsrating costs of the
Institute.

. Trade credit financing using PL 480 rasources (if needed).

(d) Implementation Arrangemants

A grant will be extended under a Cooperative Agreemeant to thes
Santa Cruz Foreign Trade Institute (or another appropriate local group) to
administer the project. If trade credit financing is required, trust funds
will be set up directly by the PL 480 Executive Secretariat with participating
commercial banks.
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(3) Preliminary Budget

{$ miliion)
AID Bolivia Total
Technical Assistance 1.0 2.5 1.5
Training 0.3 0.6 0.9
Institutional Start-up Costs 0.2 0.2 9.4
Credit - 2,0 2.0
Totals 1.5 3.3 4.8

{4) Design Plans

(a) Design Questions: Among the questions which will need to be
addressed during the projects design are:

. The identification of the most promising agricultural or
agro-industrial product categories for project emphasis
and the specific constraints faced by those trying to
market them. This will be done through a survey to be
completed before the PID.

. Design of marketing information systems and means of
setting up brokering arrangements with trading companies.

. A determination of whether trade credit fimancing will
continue to be required from external sources.

. Identification of areas for improvement in GOB policies
and regulations affecting marketing and exports.

. Identification of foreign companies capable of providing
technical assistance to the Institute and its clients.

. Design of methods by which the Institute can he
self-supporting.

The design will require expertise in agricultural marketing
and exports and trade information systems. The Mission will als¢ request
assistance from AID/W personnel with experience in similar projects in other
countries.
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(b) Design Schadule. The pre-PID survey and assessment of the
Santa Cruz Poreign Trade Institute's capabilities will be concluded by Octobar
1986. The PID ia acheduled for completion by February 1987 and the PP by
November 1987. USAID/Bolivia proposes that both the PID and PP be approved,
and the project authorized, by ths Mission Director.

B. New Projects Implemsntation Schedule

Title PID Approval FP_Approval Authorization
Strengthening Financial

Markets Dec. 1986 April 1987 May 1987
Micro-Enterprise Develop—

ment Peb. 1987 May 1987 May 1987

(if orG: - April 1987 (proposal) May 1987

Agriculture Marketing and
Exports Peb. 1987 Nov. 1987 Dec. 1987

Chapare Marketing Dec. 1987 May 1988 June 1988
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VI. P.L. 480 Program
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vi. P.L. 480 Program
A. P.L. 480 TITLES I AND III PROGRAM DESCRIPTION

1. Importance of the Title III Program to USAID

a. Ewolution and Size of the Program

The P.L. 480 Title III Program began in 1978 with a five
year $75 million agreement which was extended in 1983 for a sixth year and
increased to $92.5 million as a result of the need to respond quickly to the
“El Nifio" drought and flood disasters. In 1985, the GOB was unable to meet
the conditions precedent for a new Title III Agreement, but did sign a $20
million Title I Agreement which provided critically needed wheat as well as
local currency for a series of projects which were of importance to the
GOB/USAID development program. In FY 1986, USAID hoped to sign a new $75
million three year Title III Program which AID/W had approved in principal,
conditional upon the GOB's compliance with economic benchmarks which were
met in September 1985. The pollcy agenda negotiated successfully with the
GOB was based on an agreement in principal to provide $75 million over three
years in Title III assistance. Unﬁortmately, once GOB conditionality had
been met, serious delays were encountered in the process of getting
Washington's authorization to sign the new agreement. To awoid the serious
consequences of further delays, on April 9, 1986, the Mission 51gned a one
year $20 million Title III Program with the understanding that serious
consideration would be given to providing two additional increments of $25.0
million in FY 87 and FY 88.

The new Title III program builds on several successful
development activities from the prior program and also includes a mmber of
new activities which emphasize the use of private sector institutions as
vehicles for agricultural, economic and social development projects. The
program is fully integrated into the Mission's overall development strategy
and policy dialogue as described in the following sections.

USAID has been receiving an average of more than $20
million per year in P.L. 480 Titles I/III assistance during the past six
years. Given the relatively low levels of D.A. funding and the absence of
ESF, such P.L. 480 assistance has been a highly critical development
assistance and policy leverage tool during this period, a situwation which
will most likely continue in the future.

b. Policy Leverage

The P.L. 480 Program has been the Mission's single most
important policy leverage instrument given its size and the GOB's urgent
need for financing imported wheat requirements.
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. The Title III Program has been particularly useful as a
policy instrument due to its concessional nature. It has been used
succesafully to achieve a mmber of policy cbjectives, which have ranged
from macro-economic policies such as lifting of consmumer food subsidies and
rice controls, rationalization of bank interest rates-to consideration of
recrganization of the Ministry of Agriculture.

c. Relationship to USAID Strateqy

USAID/Bolivia priorities for the use of PL 480 local
arxrency form genarations will focus primarily on development activities
which are integrated with, and complementary to, D.A. - fimded projects and
consistent with achievement of USAID's owverall Development
Strategy. In this context, local currency generations will be used
principally to support activities that have private sector participation,
are consistent with the Mission's demand-pull strateqgy, and which improve
income and employment opportunities for Bolivia's poor majority.

USAID's development strategy cbjectives are to promote:
short term economic stabilization, basic structural reforms leading to
sustained economic growth and a wider sharing of the benefits of growth
through increased farmer production, expanied employment opportunities ani
higher real incomes, and coca control. The P.L. 480 program supports all of
these dbjectives. The Program encourages short term econcmic stabilization
by providing techmical assistance through the Policy Analysis and Technical
Assistance to Public Institutions Projects. It supports basic structural
reforms leading to sustained economic growth through the Policy Analysis
Project, the Credit for Housing and Family Related Needs Project (which
inciudes technical agsistance as well as credit), the Land Use Capability
Survey, the Wheat Production and Marketing Project, and the Renesable
NMatural Resource Plaming and Management Project. The program sees to bring
about a wider sharing of the benefits of growth through the Agro-industrial
Credits to Small and Medium Enterprises Project, the Strengthening of
Producer's Associations Project, the Small Farmer Agricultural and Livestock
Praduction and Marketing Credit Project, the Support to Research and
Extension Systems Project, the Integrated Pest Mamagement Project, and the
Productive Infrastructure Projects.

d. Recognized Excellence of the Title III Progras

The Title I1l program has been recognized by outsiie
evaluators in 1980, 1982, and 1984 as being an exceptionally effective
development program and has been hailed by evaluators as the most effective
Title III program in the world. In recognition of the high quality of the
GO8 P.L. 480 Program, xiministrative personnel form the Bolivian PL 480
Executive Secretariat have been invited to assist Costa Rica and Haiti in
the organization of their P.L. 480 Programs. The programs’' reputation and
acoomplishments are truely exceptional when one takes into acoount that it
has been carried out during six of the most difficult years in Bolivia's

history.
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2. Description of the Program

The Bolivan P.L. 480 Title I and Title III Program consists of
27 activities which are described in the Title I and Title III Project
Agreements. Some activities, such as the Policy Analysis Unit and the Land
Use Capability Survey, receive financing under both the Title I and Title
III Programs. Several of the activities, such as Credit for Housing and
Family Related Needs, Chapare Regional Development, Rural Infrastructure,
Rural Development Projects, and Pre-investment Studies, are essentially
predefined financing lines which may be used to provide funds for a variety
of subprojects that qualify for assistance under the terms of the activities
as described in the program agreements.

a. P.L. 480 Title I and Title III Activities

Tables 1 and 2 below list the projects currently being
implemented under the Title I and Title III Programs. Each of these
projects is in an area which has been identified by USAID and the GOB as
being a priority for development assistance. Twenty-four of the twenty-
seven projects listed provide counterpart for, or are directly related to,
ongoing D.A.-funded USAID development assistance projects.



1.
2.
3.
4.
5.
6.
7.
8.

9.
10.
11.
12.
13.
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TABLE 1. P.L. 480 TITLE I PROJECTS

PRJECTS

Productive Credit Trust Funds

Credit for Housing and Family-Related Needs
Chapare Regional Development Activities
Econcmic Policy Analysis Unit Sugport

Land Use Capability Swrvey

Rural Infrastructure

PVO NMatural Resource Management and Protection
Initiatives

Integrated Pest Managemsnt

Support for Private Educational Institutions
Ragional Rotating Development Funds
Technical Assistance to Public Institutions
Program Administration

Total

FINANCING ($000)

w el el X
-

-

sbgs BEEE3EE

-

=) -
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TABLE 2 P.L. 480 TITLE III PRAJECTS

PROJECTS

A. Private Sector Strengthening

B.

1.

2.
3.

4.
5.
6.
7.
8.

Agroindustrial Credits to Small and Medium
Enterprises

Strengthening of Producer's Associations
Small Farmer Agricultural and Livestock
Production and Marketing Credit

Wheat Production and Marketing

Support to Research arxd Extension Systems
Private Health and NMutrition Projects
Preinvestment Studies

Training

Improvement of Governmental Policy, Instituticnal

FINANCING ($000)

Capabilities and Service Functions

9.
10.
11.
12.
13.

14.

Policy Analysis Unit

Productive Infrastructure

Control of Commmicable Diseases

Rural Development Projects

Renewable Natural Resource Planning and
Management

Program Administration

Total

12,000

3,000
l,m

5,000
1,000

8,000

1,000
2,250
2,500
1,250

-

38

20,000
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e. Private Sector Demand Pull Fxphasis

The new Title 1II program epitomizes USAID/B's private
sector demand pull approach to development. USAID/B believes that
productive development projects must work with and complement market forces
if they are to be successful. Accordingly, high pricrity activities of the
new Title IIl program will include: feasibility studies related to the
expansion of existing agro-industries and the establishment of new cnes;
loans to cover investment and working capital costs of productive
enterprises; activities to develop markets and product lines for artisans;
development of farmer marketing associations; construction of agricultural
produce bulking/storage and rural collection centers; technology transfer
activities to agricultural and artisanry marketing and development of
improved export pramotion laws. In addition, Title IlI—generated funds will
be made available for infrastructure {e.g. access roads and irrigation
systems) and production (e.g. credit, improved seed miltiplication and
certification) interventions required by farmers and artisans to respond to
enhanced marketing opportunities.

3. Policy Commitments

The Policy Coomitments in the new Title III Program are an
excellent example of the way Title III has been used as policy leverage.
The new Title III proposal was developed in 1984 and approved in 1985
subject to the Bolivian Goverrment's compliance with a series of economic
conditions precedent to signature these have been carried forward into the
new agreement as the GOB policy committments. The initial measmures were
very difficult for the GOB to implement, and this delayed the signing of the
agreement for approximately one year. They are also, however, extremely
important for the recovery of the Bolivian economy.

The Policy Commitments in the new Title III Agreement are as
follows:

- To implement a ccherent econcmic program which will
stabilize the Bolivian econcmy. Such a orogram is
recognized to be a necessary candition for sustained
agricultural and agroindustrial development.

- To formlate, approve and implement in 1986 improved
banking requlations which will improve efficiency. increase
competition, and expand private bank coverage of rural
areas in order to enhance the availability of agricultural,
artinsanry credits.

- To formilate, approve and implement in 1986 a plan to
decentralize and reorganize agriculture sector support
institutions (in such areas as research and extension) so
as to improve farmer access to such services. In this



-71~

context, the Government of Bolivia will also place
increased emphasis on the use of private entities for the
delivery of services.

To formulate and implement for 1987 a program to increase
domestic wheat production to ensure that P.L. 480 shipments
do not serve as a disincentive to increasing domestic wheat
production.

4. Self-Help Measures

The self-help measures that were included in the new Title III
Agreement are as follows:

The Government of Bolivia (GOB) will encourage increased
small and medium scale farm productivity by continuing its
policy of free market prices for all agricultural products;

The GOB will encourage efficient use of scarce capital
resources by continuing its policy of allowing pending and
savings interest rates to be determined by the forces of
supply and demand.

The GOB will facilitate increased agricultural production
by continuing to sell foreign exchange to private firms
engaged in the importation and sale of fertilizers, seeds,
ard agricultural chemicals.

The GOB will promote increased agricultural productivity
ard production by channeling increasing amounts
agricultural credit through Bolivia's private banks.

The GOB will facilitate the marketing of agricultural crops

by expanding and improving its warrant credit program (i.e.
credits for commercial purchasers of crops).

The GOB will promote increased agricultural productivity
and production by encouraging develcpment cf the private
seed industry.

5. Relation Between P.L. 480 Commdities and Local Food Production

Bolivia's consumption of wheat is estimated at 380,000 metric
tons per year, which greatly exceeds its estimated domestic commercial
production of 64,000 metric tons. Although Title III rice was imported in
1983 as part of the Mission's response to the "El Ninho" disaster, this was a
one time occurrence as the result of the failure of the Bolivian rice crop.
Consequently, barring the possibility of another crop failure, wheat is the
only commodity that USAID expects to import under the Title III program.

L
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Title ITI wheat imports in the past have been extremely important for the
GO8 which has not had sufficient foreigqn exchange reserves to meet its basic

import requirements.

Wheat production for the 1986-1387 crop year is estimated to be
70,000 metric tons. This means that Bolivia will have to import 310,000
metric tons of wheat. The P.L. 480 Title III shipments programmed for FY 86
and FY 87 are approximately 185,000 metric tons, which means that Bolivia
will need commercial imports equivalent to 125,000 metric tons in FY 86 and
97. Given that Bolivia's Usual Marketing Recquirement for 1966 is 42,000
metric tons, there is ample rocm for expansion in local production, Title
III and commercial isports for at least the next two years.

In view of the existing and foresesable ixbalances between
vheat production and consumption and the nead for substantial imports of
wheat, Title III imports have not served and will not serve as a
disincentive to local wheat production. In fact, the Title III Program is
actually helping to increase local wheat production by financing wheat seed
miltiplication and production programs which are increasing the quality, and
yields of local wheat varieties.

6. Use of Commodities

The wheat imported under the Title III program is delivered
directly to local millers. The wheat is converted into flour and sold
commercially at unsubsidized prices. The millers then deduct their milling,
transportation expenses and profit, and deposit the balance into an acoount
in the Central Bank. The GOB then transfers the money to a special acoxmt
in the Central Bank which is used to finance develogment activities includel
in the Title I or Title III programs.

7. USAID/B Isplementation Arrangements

All requests for disbursements under the Title I and Title III
programs are subwmitted to the P.L. 480 Executive Secretariat which was
created to administer these programs. Secretariat personnel review new
projects, monitor implementation of existing projects, and evaluate projects
or subprojects which have been completed. The Secretariat maintains
financial records and is in charge of producing the monthly, quarterly, and
amual reports which are required by the project agreements.

Disbursement recuests which are approved by the Secretariat are
forwarded to USAID where they are approved by implementation letters. USAID
has one full~-time local esmployee and a two thirds~time USCH esployee who
manage these programs. Recently, USAID has also hired a local axrrency
accomntant who is helping to monitor and control the use of Title I and
Title III local currency rescurces. USAID is also in the process of
installing a computerizad acocounting system for all local currency resources
which will improve cash flow controls and increase project management
capabilities for the Title I, Title III, and other local currency programs.
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B. P.L. 480 TITLE I1 PROGRAM DESCRIPTICN

1. OVERVIEW

The P.L. 480 Title II program contributes significantly to the attainment
of USAID/Bolivia's long-term rurai development and health strategies.

Mothers' clubs supported under the Title II Maternal Child Health {MCH)
category are viewed as one of the potentially most effective vehicles of
reducing rates of infant mortality and morbidity in a country where such rates
are among the highest in the world. The effectiveness of these resources wili
be enhanced in the FY 1986-88 pericd by their integration with oral
rehydration therapy (CORT) and child-growth monitoring services being offered
through 1800 mothers' clubs participating in a PRITECH/CRS/Caritas Child
Survival project.

USAID/Bolivia also believes that the Food for Work Program can become a more
significant instrument in providing poor rural populations with an incentive
to undertake infrastructure projects which will lead to increaged production
and income growth. Under the current Title I Agreement, the GOB, at USAID's
encouragement, introduced Self-Help Measure No. 7 allocating the equivalent of
$3.0 million to provide complementary inputs and local technical assistance to
food for work projects in such fields as micro-irrigation, soil conservation,
reforestation, market roads, potable water and family and community gardens.
This program has been operational since January 1986.

The Title II Urban Food for Work Program is playing a vital role in the USG's
effort to support the economic stabilization/austerity program announced by
the democratically elected Paz Estenssoro government. The Food for Work
program, which is mitigating the effects of increasing urban unemployment and
supporting the development of urban infrastructure in poor neighborhoods, was
expanded in FY 1986, through amendments to the Operational Plans of Catholic
Relief Services and the Adventist Development and Relief Agency. In FY 1986,
the program will reach approximately 26,000 workers in seven cities of Bolivia
and will be continued in FY 1987. Title I resources amounting to
approximately $900,000 of the $3 million mentioned above have been programmed
to support this urban food for work program.

The institutions involved in the implementation of the Title 1I program in
Bolivia are: Catholic Relief Services/Caritas (CRS/CARITAS), Food for the
Hungry International (FHI), Adventist Develcopment and Relief Agency (ADRA},
and the National Community Development Services (NCDS) (Government to
Government). The following table summarizes the actual and proposed level of
beneficiaries, food tonnage and dellar value by Cooperating Sponsor for FY
1986, FY 1987 and FY 1988 under the Regular and Emergency Title II Programs.



FY 1986 FY 1987 rY 1988
Cooperating No.of Food ccc No. of PFood CCC No.of Food cce
Sponsors Recip. M/T Value Recip. M/T Value Recip. M/T Value
($000) {$000) ($000;

CRS

Ragular 371,100 19,060 4,669 413,345%24,747 5,191 413,345* 24,747 5,191
CRS

Emerg. 41,667 3,000 663

CRS FPW 62,028 3,000 658

Subtotal 474,795 25,060 5,990 413,345 24,747 5,191 413,345 24,747 5,191

ADRA
Regular 78,500 6,932 1,780 131,720*11,176 2,432 131.720* 11,176 2,432
ADRA FFW 56,175 3,000 658

Sub~total 134,675 9,932 2,438 131,720 11,176 2,432 131.720 11,176 2,432

FHI
Sub~total 67,800 5,941 1,576 56,500 4,724 1,015 56,500 4,724 1,015

G=to-G
Sab=-total 23,050 1,921 504 23,050 1,921 504 23,050 1,921 504

GRAND
TOTALS 700,320 42,854 10,508 624,615 42,568 9,142 624,615 42,568 9,142

*Includes continuation of Urban FFW programs initiated by CRS and ADRA in FYS86.

The FY 1986 Title II program administered by CRS, FHI, ADRA and WCDS has a
value of $10,508,000, including $8,529,000 for the regular program, $1,316,000
for a supplemental, urban~-based FFW program and $663,000 for Laks Titicaca
Emsrgency Assistance. Por FY 1987, USAID is proposing a Title II program of
$9,142,000 (CCC valeoe). This is lower than the FY 1986 total, but includes a
modest increase of $755,000 over the FY 1987 approved total of $8,387,000.
This funding level will allow for continuation of the supplemental FPW program
approved in PY 1986, which will be mada a part of the Regular Program, and
will enable CRS, FHI and ADRA to incorporate changes in ration size/compo-
sition as recommended in the Title II ration study (March, 1986) prepared by
PVA Consultant Judith Apte. (N.B. The final ration mix proposed for FY 1987
reflects the Apte recommandations as adjusted further to suggestions by the
Vol Ags, USAID, FVA and LAC/DR/HPN).

In the FY 86 Action Plan, USAID/Bolivia described four innovations to be
affected in the Title II program during FY 1986 and FY 1987 as follows,
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A much higher degree of geographic and functional complementary among the
activities of the three PVO's and the Government-to-Government program.

This objective has been partially met and should be completed prior to May
1986 when the PVO's submit their multi-year operational plans and FY 1987
AER's, The USAID Focd for Peace Office (FFPO) has developed maps
depicting geographical areas where duplication of efforts among PVO's
exist. The FFPO is in the process of coordinating the assignment of
geographical areas to the three PVO's and one GOB agency. Beneficiary
contributions are being standarized and ration packages per program
category will be uniform in FY 1987. The FY 87 ration packages will be
based upon the study conducted by Dr. Judith Apte. Functionally,

" CRS/CARITAS will remain predominant in the maternal child health and

school feeding categories, while FHI, ADRA and NCDS will concentrate on
the food for work program.

Agsignment of higher priority to development-oriented programs {(e.g. the

integration of MCH funding with ORT and growth monitoring services, and a
more careful concentration of food for work activities on the development
of rural infrastructure).

The PVO's and NCDS are beginning to program and implement development
oriented programs under the maternal child health and food for work
categories. Under the PRITECH/CRS/Caritas project, ORT and growth
surveillance services will be integrated into 600 mothers' clubs in FY
1986, an additional 600 in FY 1987, and the balance of 600 clubs in FY
1988. By agreement among the Cooperating Sponscrs, eighty percent of food
for work projects in the rural area will emphasize rural infrastructure
projects to increase production, and the remaining 20% of the projects
will concentrate on social infrastructure such as health posts and schools.

Upgrading of the management, logistics and evaluation capacity of the
participating PVO's.

USAID/Bolivia is continuing to provide the PVO's and NCDS with technical
assistance in planning, implementation and monitoring supplementary
feeding programs through formal training courses and workshops.

PVO and GOB personnel have been trained in the logical framework
methodology which has improved their planning capability in the
elaboration of gperational plans. A series of seminars on program
planning and evaluation has been planned and is being carried out, as well
as short courses focusing on food for work, food storage and handling,
maternal child health and school feeding. The FFPO is also developing a
computerized information and monitoring system which will be fully
operaticnal in July 1986.
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= The identification and utilization of supplemental resources (e.g.
Outreach Grants, monetization of Section 416 food commodities, Title II
funding to improve tne outrsach and developmeant impact of activities).

As stated earlier, USAID/Bolivia obtained the concurrence of the GOB to
program the equivalent of $3 million of Title I resources to assist the
four Title 1I Cooperating Sponsors to undertake urban infrastructurse
projects, micro-irrigation, market roads, potable water systems,
reforestation, s0il conservation and comsunity and family gardens in seven
departments of Bolivia froa January 1986 to September 1988. In additioa,
the equivalent of $500,000 of Title I resources has been assigned to
assist Caritas implemant ORT services and expand growth surveillance
through the Caritas mothers' clubs (MCH) program.

During FY 1987 and FY 1988, USAID will continue to smphasize the four
activities described above. Additional tasks will include:

- Assisting PVO's develop evaluation plans to ssasurs development and
nutritional impact of programs.

- Improve targetting of food commodities provided under Maternal Chald
Health and Food for Work programs.

- An assessment of the schooi feeding program to determine whather
local foods can be introduced to lessen depandancy on Title 1I
donations.

- Assist the GOB improve its capacity to implement a national nutraition
policy and coordinate and evaiuate supplementary feeding proyrams.

2. PROGRAM ECONOMIC SUPPORT AND OUTREACH FUNDS.

As noted in the FY 1986 ABS, none of tne Cooperating Sponsors, wita the
exception of Caritas, has been able to obtain adequats local currency
financing to meet the operating expenses of its program. Although GOB and
private contributions would be preferred sources for thas funding, sucn
assistance has not been forthcoming during Bolivia's current ecCOnOmIC CTisis.

USAID expects that local financing for must of the Volags will remain
inadequate for at least the next two or three years, 4na thersfore supports
the continuation of Outreach Grant funding for logistical requirements as
outlined in State 115649 dated April 17, 1985. USAID is alsc encouraging
PVO's to increase beneficiary contributions to offset program operational
costs.

3. USAID TITLE II PROGRAM MANAGEMENT

USAID sanagement responsibility for the PL-480 Title 1I program dascriped
herein is exercised by a Pood for Peace Office (FFPO) located witnin the USAID
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Health and Human Resources (HHR) Division. The FFPO staff includes one
Program Manager (PSC with a US National), two senior Bolivian
administrative and logistics officers (FSN and PSC, respectively), one
accountant/bookeeper {(FSN), one field inspector (TCN/PSC), one
AID/W=funded technical advisor in PVO planning, management and evaluation
{LAC/DP grant to Planning Assistance, Inc.), and one short term (TCN/PSC)
systems analyst who is developing a computerized commodity
monitoring=and-tracking system.

The management oversight and technical assistance provided by thase
personnel have been key factors in the shaping of the Bolivia Title II
program, and will continue to be needed through FY 1988 to ensure
effective implementation of the program innovations described in Section
A. above. The computerized commodity monitoring system being developed
by the FFPO is a near-term product of this assistance, and will represgent
a particularly valuable management aid for both USAID and the Cooperating
Sponsors. Scheduled for installation in USAID and the four Title IIX
agencies in July 1986, the system will allow continuous tracking of Title
II commodities from port of entry to final digtribution at over 2000
distribution‘points throughout the country. USAID believes that the
system, once installed and de«bugged, may serve as a model for broader
use in Title II programs worldwide. '

As implied above, USAID plans to maintain the current FFPO staff largely
intact through FY 1988, with the exception of the short-term systems
analyst and the regional food inspector, both of whose contracts will end
in CY 1986, and the Planning Assistance Consultant, who will continue
through FY 1987. (USAID has requested supplemental funding from LAC/DP to
continue the latter's assignment through FY 1987.) USAID is sensitive,
however, to the need for more permanent FFPO staffing, and would strongly
prefer that a permanent, USDH Food for Peace Officer position be
astablished in USAID no later than FY 1988. USAID urges reconsideration
of AID/W constraints on personnel ceilings which do not permit the
establishment of this new position.

4. TITLE II NARRATIVE ON SPECIFIC PROGRAMS.

Catholic Relief Services (CRS)

Ag stated earlier, USAID believes that the CRS/CARITAS mothers' clubs
have strong potential for improving the health and welfare of Bolivia's
pre~school population. Caritas is presently receiving CRS and PRITECH
assistance to implement an ORT program to complement growth surveillance
and supplementary feeding activities in the mothers' clubs.
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USAID continues to conduct field assessments of MCH centers. The assessments
confirm that approximately 70% of the 2,000 Caritas mother's clube provids
some type of nutrition and health services which coaplemant their
supplementary feeding activities. However, as CRS and Caritas have not
instituted an evaluation systeam, it 1s not clear whether the feeding program
has had a significant impact on child mortality and morbidity. The Division
of Mutrition of the Ministry of Health claims that the supplementary feeding
program has had negligible results, based upon indications that infant
mortality and morbidity ratss have increased over the past few years.

Cbgervers report that the impact of the supplementary ration is diluted, as it
is consumed by the entire family rather than being consumed solely by the
vulnerable pre~school children and lactating or pregnant mothers. The CRS FY
87 ration package has been increased in accordance with Dr. Apte's
recommendation to offset this dilution.

CRS proposes to conduct an evaluation of the MCH program during FY 1986-1987
to determine its impact. This evaluation will determine whether the
introduction of ORT and growth surveillance, combined with supplementary
feeding, actually has had a positive impact on mortality and morbidity rates
among pre-school children. In addition, USAID will assist the Ministry of
Health/Division of Rutrition to conduct a field survey of mothers' clubs which
will focus on beneficiary eligibility, targeting, and the quality of nutrition
and health services. The survey will begin to establish baseline data for
subsequent evaluation of the program.

With Title I funds, CARITAS will conduct an experimssnt to determine to what
extent the mothers' clubs can produce nutritous local foods through family and
community gardens to lessen their dependancy on Title II foods. USAID is
concerned that the program lacks a planned approach to phasing out
supplementary feeding as the members of the maothers' clubs learn to better
utilize local foods, better care for their children and sngage in productive
activities to increase incomas.

As stated earlier, CRS will continue its urban food for work program in the
cities of Oruro, Potosi, Cochabamba, Sucre and Tarija to combat urban
unesployment and to develop urban infrastructure to improve ths health and
sanitation conditions in poor slum neighborhood, FFW in rural areas will also
be reinitiated on a small scals.

The field assessment of the CRS/Caritas school feeding program has had mixed
results. The asseasment showed that the majority of the children served were
needy primary school students who are underfed at home. However, given the
disruptions in the serving of the school breakfasts because of teachers'
strikes, it {s doubtful whether the program has achieved more than sporadic
success in alleviating hunger among these children. (During calendar year
1985, primary school children attended only 100 days of school ocut of a
programmsed 200). Very little effort has been mads to utilize Title IX
rescurces to build a natiocnal school feeding program utilizing local foods.
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Deapits these shortcomings of the school feeding program, USAID believes that
the extreme poverty of the population warrants continuation of the program for
humanitarian reasons. In FY 1986-87, USAID will conduct workshops on school
feeding to promote a greater development orientation of the activity,
especially in terms of introducing local foods.

CRS and Caritas have improved their administrative and logistic capability
during FY 1985 and FY 1986. Based upon USAID/Bolivia's recommendation, CRS
and the National Caritas offices are concentrating on supporting the weaker
Caritas regional offices to improve food handling procedures.

CRS is deficient, however, in adeguately complying with reporting
requirements. CRS does not have an adeguate internal system of program
monitoring. During the remainder of FY 1986 and during FY 1987, USAID will
assist CRS in developing 2 monitoring system which will schedule
administrative reviews of the Caritas national and regional offices and
increase end-use inspectiona. Once this system is in place, the reporting
deficiencies should be corrected.

CRS will present its Operational Plan and FY 1387 AER by late April 1986. The
level of beneficiaries for FY 87 will closely resemblie the FY 1986 program as
shown below:

FY 86 FY 87
Program Category Beneficiaries Beneficiaries
Mother Child Health 235,100 235,125
Other Child Feeding - 10,000
School Feeding 115,000 102,100
Food for Work 68,028 54,120
Food for Work (Emergency) 41,667 -
General Relief . 15,000 12,000

474,795 413,345

Food for the Hungry, International (FHI)

FHI has continued to improve its program by concentrating in one or two
provinces in the Departments of La Paz, Oruro and Potosi, and developing
integrated rural development programs with food as cne of its major re-
sources. USAID/FFPO personnel have worked closely with FHI in developing
this integrated and concentrated approach. FHI wiil be one of the major
agencies working in the combined Title I/Titlie II Focd for Work program.



During FY 1986-88, FHI will specialize in micro-irrigation, forestation
and soil conservation projects. Approxisately $500,000 of Title I
resources will be utilized by FHI to undertake tne following food for work

projects:

- Micro-Irrigation 19
- Porestation, Pasture Improvement,
and Soil Conservation 40
- Mutritional Gardens 20
TOTAL PROJECTS 79

These 79 projects will benefit 4,000 rural poor families.

In addition to the food for work program, FHI will continue to spousor a
small maternal child health program. Field vigsits confirm that PHI is
providing autrition education and growth surveillance services to the
mothers’ clubs participating in this MCH supplementary feeding activaty.
However, as in the case of CRS, no attempt has been made to asasure the
matritional impact on pre-school age children. During the remainder of FY
1986 and during FY 1987 and FY 1988, USAID will assist FHI isplemsnt an

evaluation system to assess the impact of the MCH prograa.

PHI has continued to experience difficulties in food handling and
accounting procedures. FFPO staff have worked with FHI to improve its
administrative system, and are closely mcnitoring this aspect of tne
program to assure that no major loases occur.

PFHI is dependent upon Qutreach Grant funds for the operation of its Title
I1 programs. These funds, plus beneficiary contributions and sonies
generated from the sale of containers, should be sufficient to cover

operating expenses through FY 1988.

The FY 1987 AER and Multi-year Operatiocnal Plan will be submitted by late
April 1986. Howsver, no major incremsnt in bsneficiary levels is pianned
for FY 1987. The FY 1986 and FY 1987 AER beneficiary levels are
summarized below:

FY 86 Y 87
PROGRAM CATEGORY Beneficiaries Beneficiaries
Maternal Child Health 20,000 23.200
Food for Work 37,000 30,000
Other Child Peeding 7,500 --
General Relief 3,300 3,300

67,800 56,500
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Adventist Development and Relief Agency (ADRA)

USAID administrative reviews and field visits in 1984 and 1985 confirmed
that ADRA was not properly targeting food for work projects, nor
sponsoring meaningful development activities. The majority of projects
were scattered throughout various provinces in each region (not
necessarily the poorest areas) and usually involved low priority projects
{e.g. road cleaning, construction of community cemeteries and school
walls).

USAID has continued to work with ADRA to improve targeting and the quality
of food for work activities. During FY 1986, field visits have confirmad
that ADRA is making a reascnable effort to improve the FFW program by
concentrating in fewer provinces and sponsoring more productive activities.

As a consequence of this improvement, ADRA will participate in the
combined Title I/Title II program during FY 1986-88. ADRA has been
encouraged to specialize in the building of market access roads and
potable water systems. Approximately 128 kilometers of access roads, l6
potable water systems and 10 nutritional garden projects benefitting 52
rural communities will be supported by ADRA under this program.

USAID has assisted ADRA in improving its urban food for work program in
the city of lLa Paz by linking the food rescurce to the mayoer's World
Bank~-supported urban development scheme in the city's poorer barrios.

This program has had pesitive results in terms of improving sewage and
drainage gystems, potable water installations and flood control. The food
resource has also been significant in alleviating hardship resulting from
the deteriorating unemployment situation. The neighborhood committees
which undertake the food for work projects have publically acknowledged
the importance of the U.S.-donated Title 1I commodities. This program was
expanded in FY 1986 and will be continued in FY 1987.

The small MCH program operated by ADRA is closely coordinated with the
Division of Nutrition of the Ministry of Health. Field visits confirm
that the women participants receive nutrition and health education.
However, as in the case of FHI and CRS, no attempt has been made to
evaluate impact. USAID will work with ADRA/OFASA during the remainder of
FY 1986 and during FY 1987-1988 to build an evaluation capacity.

ADRA has not presented its FY 1987 AER and Multi-year Operational Plan
which are due in late April 1986. FY 1986 and FY 1987 beneficiary levels
are compared belows
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INPORTS—MILLIONS  EXPORT-MILLI

FEB 85 53.6 42.3
MARCH 85 35.6 54.6
APRIL 85 46.3 39.7
MAY 85 41.3 58.3
JWNE 85 37.6 42.3
JULY 85 34.3 58.7
AUG 85 28.6 35.6
SEPT 85 20.1 43.6
OCT 85 42.1 74.6
NOV 85 53.0 83.5
DEC 85 64.1 95.3
JAN 86 62.1 9l1.3
FEB 66 6l.7 89.2
MAFCH 86 59.6 85.3

* Real dollars.
10. EPLOYMENT - MAFCH, 1986

NUMBER OF PBECPLL

A. TOTAL PCPULATION 6,425,226
B. BOONOMICALLY ACTIVE
PCPULATION 2,088,153
1. UNEMPLOYED 375,868
II. EMPLOYED | 1,712,286
— PUBLIC SECTOR 357,098
— PRIVATE SECTOR 1,355,188

SOURCE: USAID/Bolivia

0352pP
04~25-86

PERCENTAGE
100

32

18 (OF TOTAL
WORK FORCE)

82 (OF TOTAL
WORK FOICE)

21 (oF B
PLOYED WORK
FOKCE)

79 (OF B~
PLOYED WORK
FORCE)
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rY 86 rY 87

PROGRAM CATEGORY Beneficiaries Beneficiaries
Maternal Child Health 15,000 18,000
Food for Work®* 101,925 89,720
Pre-School Feeding 6,000 8,000
Other Child PFeeding 7,500 8,000
School Peeding 4,000 5,000
General Relief 250 3,000

134,675 131,720

*Includes 45,750 beneficiaries under the regular program and 56,175 under
the urban prograa.

As in the case of FHI, ADRA is dependant on Outreach Funding to cover the
operational costs of the program. USAID recommended a reduced level for
the CY 1986 Outreach Grant to encourage ADRA to seek more beneficiary
contributions to partially defray costs. ADRA needs to make a more
vigorous effort to reduce its reliance on Outreach Funding.

National Community Development Services (NCDS)

NCDS continues to be the only Title II Government-to-Government program
sponsor in Bolivia. At present, NCDS is operating under a recently
approved transfer authorization (TA) No. 6650 which covers the 1986-1988
time period. This T.A. authorizes the donation of 5763 MIs. of food
assistance to be used exclusively for its food for work program. Once the
first call forward is received, NCDS will operate in the Cochabamba, Santa
Cruz, la Paz, Beni and Pando departments.

Title II assistance will support self-help rural infrastructure projects
as well as community training programs. NCDS will also participate in the
combined Title I and Title II food for work program, concentrating on
micro~irrigation (13), market roads (8), potable water (16) and
forestation (30). These projects will benefit a total of 67 communities
in selected geographical regions in four departments to reach a total
population of about 16,750 people. NCDS has entered into agreements with
the German and Swiss governments to provide complementary inputs to these
projects.

NCDS administrative deficiencies reported in the FY 1986 Action Plan have
been corrected, and USAID believes that NCDS is capable of sponsoring a
small, but effective FFW program during FY 1987 and FY 1988.
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FY 1987-88 ACTION PLAN
TABLE I - LONG RANGE PLAN BY APPROPRIATION ACCOUNT
- FY 1986 === FY 1987 === ======== PLANNING PERIOD =—-—====
ACTUAL cp ESTIMATE FY 1988 FY 1989 FY 1990 FY 1991

DEVELOPMENT ASSISTANCE
Agriculture Rural
Development and Nutrition

‘e

SUB-TOTAL 3,780 4,300 5,400 5,200 10,330 10,330 10,330
Grants 2,780 1,900 3,000 2,200 2,588 2,700 2,700
Loans 1,000 2,400 2,400 3,000 7,742 7,630 7,830
Selected Development
Mtivities
SUB=-TOTAL 3,850 2,310 5,050 8,450 3,800 1,700 1,340
Grants 3,850 1,510 4,250 4,450 2,500 500 840
Loans - 800 800 4,000 1,300 1,200 500

g%pulation Planning

SUB-TOTAL 30 30 30 30 30 30 30
Grants 30 30 30 30 30 k1Y) 30
Loans - - - - - - -
@
Health
SUB~-TOTAL 752 600 1,900 2,300 2,500 3,240 3,240
Grants 752 600 1,900 2,300 1,800 1,600 1,600
Loans - - - - 700 1,640 1,640
L
Education
SUB~-TOTAL 880 760 2,550 3,290 800 60 60
Grants 880 760 2,550 3,290 800 60 60
Loans - - - - - - -
L
TOTAL DA ACCOUNT
TOTAL 9,292 8,000 14,930 19,270 17,460 15,360 15,000
Grantsg 8,292 4,800 11,730 12,270 7,718 4,890 5,230
Loans 1,000 3,200 3,200 7,000 9,742 10,470 3,770
@
L
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FY 1987-88 ACTION PLAN
TABLE I - LONG RANGE PLAN BY APPROPRIATION ACCOUNT

FY 1986 -— FY 1987 PLAMNING PERIOD =—w——=-= -
ACTUAL CcP ESTIMATE FY 1988 FY 1989 FY 1990 FY 1991
ECONOMIC SUPPORT FUND
TOTAL 14,355 12,000 20,000 35,000 20,000 20,000 20,000
Grants 14,355 12,000 20,000 35,000 20,000 20,000 20,000 hd
Loans - - - - - - -
TOTAL DA and ESF
TOTAL 23,647 20,000 34,930 54,270 37,460 35,360 35,000 -
Grants 8,292 4,800 11,730 12,270 7,718 4,890 5,230
Loans 15,355 15,200 23,200 42,000 29,742 30,470 29,770
P.L. 480
— TITLE I - - - - - - -
TITLE IX 9,424 92,336 9,142 9,450 12,500 12,500 12,500 o
TITLE IIX 20,000 15,000 25,000 25,000 25,000 25,000 25,000
HOOUSING GUARANTY
150000 - - - 201000 - -
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Project
Rank ¥No.
1 0s22
2 0571
3 0593
4 0598
5 0596
0543
7 0572
0589
0000
10 0472
11 o523
12 o588
13 0569
14 0584
15 0S80
l6 0599
17 o583
18 0567
139 0412
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FY 1987-1988 Action Plan

Table V - Proposed Project Ranking

Decision Unit: BOLIVIA

New
Title Ongoing L/G
P.L. 480 Title III 0 G
Policy Reform 0 G
Bconomic Support Fund N G
Strengthening Pinancial N G/L
Marksts
Micro Enterprise Dev. G
Chapare Regional Dev. 0 G
Market Town Capital G/L
FPormation
Private Ag. Organizations 0 G
Program Development and 0 G
Support
Agribusiness and 1] G
Artisanry
P.L. 480 Title II 0 G
Narcotics Awareness G
Self-Financing Primary G
Bealth Care Systems
Training for Development O G
Managemant Training 0 G
CARE Water and Health G G
Sexvices
Handicraft Export Dev. 0 G
Low Cost Shelter Through 0 G
the Private Sector
Special Development 0 G

Activities

FY 87 Program Punding

($000)

APPROP. INCR. coM.
P3 (20,000) -
sD 350 350
ES (20,000) 350
sSD 1,700 2,050
SD 400 2,450
PN 859 3,309
FN 2,841 6,150
™ 1,500 7,650
- 730 8,380
sD 1,400 9,780
P2 (9,142) 9,780
EH 1,500 11,280
HE 400 11,680
EH 400 12,080
44 550 12,630
HE 1,300 13,930
SD 400 14,330
sD 450 14,780
s 150 14,930



=94

D. Pipeline Analysis

As reflectad in the attached Financial Summary Table, USAID/B's
pipeline totaled $68.6 million as of March 31, 1986. However, as the
accompanying chart indicates, the bulk of this amount is quite new. 1In
fact, nearly half (48.1%) of the pipeline has been incurred since FY 84,
and virtually all of it is no more than four years old.

By the same tcken, USAID has significantly increased its
disbursement rate over the past two fiscal years. As demonstrated in
Section VIII.A. below, USAID disbursements increased from $9.8 million in
FY 1984 to $26.2 million in FY 1985. 1In the first six months of FY 86,
USAID has already disbursed $18.1 million. As such, the pipeline has
decreased from $87.2 million as of 6/30/85 to the current $68.6 million
noted above. By comparison, the pipeline actually increased by nearly $2.5
million {from $84.6 million to $87.2 million) over the period 6/30/84 to
6/30/85. USAID anticipates that by 9/30/86 the pipeline figure will be
$46.8 milljon,

All things being equal, USAID anticipates that its increased rate
of disbursements will continue for the forseeable future. One reason for
this expectation is the continued improvement in the pelitical and economic
climate that has been fostered by the Paz Estenssoro Government as compared
to its predecessor, as well as the continued high priority of Mission
management has placed on strengthening implementation mechanisms. In
addition, USAID expects to continue its policy of privatizing its portfolio
to the extent possible (See Section VIII.A, below) a practice which has
demonstrably added to operational efficiencies and a consequently higher
disbursement rate.
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F. Mortgage Analysis

While USAID/Bolivia recognizes that its projected mortgage
liability may appear high for FY 1987 and FY 1988, this will be a temporary
phenomenon brought about by the need to shape the Mission's response to the
variety of key program growth opportunities presented by the election of
the Paz Estenssoro government. As explained in Section II, the current
government is making an extraordinary effort to bring about economic
recovery, after years of political and economic chaos. The future
stability of the country's democracy very much depends on the success of
this effort.

The policies promulgated under the Paz government's economic
program are very comprehensive. Howaver, these policies cannot succeed
without timely and meaningful assistance from the donor community. USAID,
because of its strong position of influence both with the GOB and with the
other donors, can play a pivotal role in influencing the success of the
program. To do so, however, it must have a development package that
provides timely support for the government's new policies. The proposed
evolution of the program is a vital element to the achievement of the USG's
strategic chjectives in Bolivia. While the percentage of the Mission's 0YB
that is mortaged in FY 87 and FY 88 may be relatively high, beginning in FY
89, the percentage will drop significantly. Of the current and proposed
projects listed on the chart, one will be fully funded in FY 1986, two in
FY 1987, seven in FY 1988 and five in FY 1989. We do not believe that
extensive mortgaging poses an unmanageable problem for USAID/B. On the
contrary, such action is essential if we are to play a meaningful role in
the policy dialogue process.
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F. Local Currency Programs

Local currency from several sources constitute a significant element
of the USAID/Bolivia strategy and program. Such resources are essential
to the achievement of the objectives of this Mission.

Substantial local currency resources are available to USAID/Bolivia
for programming. In addition to the local currency funds still available
under the FY 1978-1984 $92.5 million PL 480 Title III Program and the $20
million FY 1985 PL 480 Title I Agreement, USAID/Bolivia has, or will
have, up to the equivalent of $64.355 million available from the FY 1986
PL480 Title III Program ($20 million), the Disaster Recovery Project ($30
million) and FY 1986 ESF {up to $14,355 million, depending on compliance
with coca-related legislation). This Action Plan proposes PL 480 and ESF
levels in FY 1987 and FY 1988 which would generate an additional $105
million in local currency.

Whenever possible, local currency resources are used to finance the
local cost components of Development Assistance project activities to
maximize the benefit realized from the US dollar input. This is true for
the credit components of the Departmental Development Corporations,
Agribusiness and Artisanry and Chapare projects, as well as for the
Policy Reform and Disaster Recovery projects,

The resources generated under prior PL 480 Titles I and III
Agreements are being used Lo finance rural development projects,
agricultural production and marketing projects, health and education
services, environmental protection activities, and infrastructure
development - much of which is being carried out by private sector
entities. The flexibility inherent in the PL 480 Title III Program has
allowed the Mission to respond quickly when resources have been required
for special policy or program critical situations. Illustrative of this
was support for the conduct of a vital Bolivian Controller General audit
of the Central Bank. Another example was the relief effort mounted
immediately following the El1l Wifio disasters in 1983,

The local currency resources which will be available to the Mission
in the near future will be used as followsg:

A. PL 480 Title III ($20 million): Eight million dollars for
agricultural credit; $3.75 million for rural development and
infrastructure programs; $3.0 million for private sector
agricultural development and environmental protection efforts;
$2.75 million for health and nutrition projects; $1.0 million
each, for training and policy reform efforts, and $500,000 for
program administration.
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B. Disaster Recovery Project: Agricultural credit ($19 wmillion);
housing programs through the private sector Savings and Loans
System ($8 million)) Chapare community development activities
($2 million) and disaster racovery program support ($1 million).

C. E.S5.F.; A portion of ESF proceeds will be used to establizh a
trust fund for USAID operating axpenses. The remainder will be
used to provide support for key activities (to be negotiated
once the program is approved) connected with the G.0O.B's
recovery program (counterpart funds, costs associated with
reducing the size of the government and improving governmental
efficiency, and employment-generating activities.}

The local currency resources generated by the PL 480 and ESF
assistance requested for FY 1987 and FY 1988 will be programmed in the
same way as in the past and will focus particularly on activities
promoting economic recovery and private sector-led growth.

Local currency resources are managed in a cocordinated and integrated
way with dollar resources. The same criteria are used for determining
appropriateness of local currency and Davelopment Assistance
expenditures. The Executive Secretariat for the PL 480 Title III Program
has proven itself to be an efficient administrator of PL 480-generated
local currency since ita creation in 1978. It fully analyses proposals
for financing under the umbrella projects included in the Title III,
Title I and Disaster Recovery programs, obtains Mission approval of each
activity, controls disbursements to implementing entities, monitors
activities and evaluates progress achieved. One USAID/Bolivia full-time
PSN and one part-time USDH American are responsible for coordination with
the Secretariat. Other USAID staff members review and monitor specific
local currency supported activities as necessary.
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VIII. Program Management

A. Management Overview: A Stocktaking

' 1. Actions Already Taken

a. Focus on Overall Program Management

USAID/Bolivia has made a conscious decision to focus on a
group of relatively narrow, well-defined program targets. Accordingly,
USAID's present project portfolic and PL 480 programs are organized around
three program goalss economic recovery, narcotics control and strengthening
Bolivian democracy. This enables USAID's relatively limited staff resources
to focus on managing/monitoring project and PL 480 activities which complement
and enhance one another. In addition, current plans call for the number of
projects (i.e. management units) in USAID's portfolio to decline go as the
Migsion can use its reduced staff resources more effectively. Between the end
of FY's 1986 and 1988, the number of projects in the Mission'’s portfolio will
be reduced from 19 to 1l4. The focusing of the program on a relatively few
specific themes has allowed the Mission to consolidate most project management
responsibilities in twe technical divisions. Health, education, population
and food-gsupported (PL 480 Title II) activities are managed by the Health and
Human Resources Division, while rural development and productive private
sector activities (the latter of which tend to be mostly focused on
agro-industrial development) are managed by the Private Enterprise and Rural
Development Division. Finally, it is important to note that the USAID/B
portfelio has been undergoing an overall privatization process. As areas of
USAID support have been identified which could be carried out more effectively
by the private implementing entities, the Mission has shifted responsibility
away from highly ineffective public sector entities. Examples of this can be
found in activities such as potable water, primary health care, child
survival, and agricultural credit delivery. This shift clearly has been one
of the principal reasons for USAID/B's much improved disbursement rate.

b. Managing By Obijectives

USAID/Bolivia, in coordination with the U.S. Embassy and
other USG agencies in Bolivia, has refined and clarified its goals and
objectives, both through previous internal exercises and now through the
Action Plan. In the course of doing so, it has more closely linked its
program and project activities to goals and objectives. Moreover, as new
projects are being conceptualized, they are being degsigned with reduced
complexity. They are less labor-intensive on the part of USAID and focus in
particular on the implementing agencies’ abilities to provide the necessary
human and financial resources. In addition, USAID has improved its program
management and evaluation system in order to assess program and project
progress and to identify problems and solutions (see below).
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c. Managemant System for Policy and Program Planning

The Mission has in place a comprehensive system for managing
the policy and project formulation process which is designed to periodically
assess key areas of concern to USAID so as to identify new problems and
solutions that arise in the dynamic Bolivian environment. Illustrative of
this system are recent or planned activities such as a financial sector
assessment, a narcotics review, and a damage assessment of flooding on Lake
Titicaca. The system also includes a continuing dialogue designed to
ancourage and support needed policy raforms and structural adjustments in
Bolivia. Mission management uses this tool to identify ways to improve the
quality of ocur assistance and the efficiency of its delivery. Another example
of Mission management responding to identified problesms has been in the area
of helping the GOB to improve its sanagement efficiency and absorptive
capacity to implement development projects. Through carefully planned and
coordinated technical agsistance to the Office of the Bolivian Controller
General, USAID is assisting this critical requlatory agency to improve its
oversight capacity of public sector and para-statal organizations.

d. Use of Proiect Committess

USAID/B staff is organirzed into project committees through
which specific project implementation activities are coordinated. Tasks are
assigned at committes meetings to the most appropriata members of the team.
This enables committes members specialized in areas such as engineering or
contracting to handle tasks for which theay are best qualified. This procedure
also provides for coordinated and timeiy Mission action on all project-raslated
activities and shared information and decision-making among staff msmbers.
Project committee meetings produce "action checklists,™ which serve as a basis
for control and follow-up.

e. Use of Project Coordinating Units

Bolivia's public sector institutions have been
characterized by high staff turnover and politicization. In addition, many
public sector employees have lacked the skilis and motivation to manage
projects effectively. This has been one of several factors which has led the
Mission to concentrate new activities in the private sector, although even
some private sector-oriented activities - such as existing investmsent
financing lines - are still managed through public sector entities. To
facilitate project implementation when a poorly performing countsrpart agency
is a public entity, USAID/B has, with GOB concurrence, sncouraged the
sstablishment of dadicated coordinating units to be financed with project
funds. These coordinating units are often located in or near relevant
ministry offices. Due to stability of staff, professional competence, and
close monitoring by USAID, this management practice has resulted in greatly
expedited proiect implementation actions and, therefore, accelerated
disbursement rates {e.g. the Departmental Development Corporation and
Agriculture Sector II projects).
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f. The Pari Pasu Financial Managemant

At the time the Bolivia program was reactivated in 1982,
USAID designed and implemented a pari pasu financial management and
disbursement system for providing AID and GOB counterpart funding for
projects. The system was designed to provide for regular implementation
pianning and to ensure that the GOB Treasury made necessary counterpart funds
available on time. Annual implementation/disbursement plans are prepared and
updated quarterly. Quarterly advances of USAID funds are contingent on the
prior deposit of counterpart funds in a project account and submission of
accounting reports for the prior quarter. The system has been successful in
keeping both project implementation plans and counterpart contributions up to
date. Moreover, the system has resulted in a noteworthy increase in the rate
of disbursement of USAID's project pipeline (see Section 2, below.)

g. Consolidated Management of Local Currency Resources

The USAID/B program currently generates local currency under
PL 480 Titles I/III and the commodity import components of the Disaster
Recovery Project. Until a few years ago, local currency was generated only
under the PL 480 Title III Program. That Program has been managed very
competently by the GOB's PL 480 Title III Secretariat, an entity which,
although it officially represents the GOB and is financed out of PL 480 local
currency generations, actually functions as a semi-autonomous liaison between
GOB and private sector implementing agencies, on ocne hand, and USAID on the
other (i.e. the Title III Secretariat is an example of a project coordinating
unit as discussed in Section 1l.(e), above). Given the Secretariat's success,
before additional local currency resources started to be generated under new
programs, the Mission negotiated procedures and staffing changes with the
Secretariat so that it could also manage these additional resources. As a
result, there has been a continued high quality level of management and no

- significant delays in initiating activities under new local currency

programgs. This system also assures that local currency resources are used
consistently in support of agreed upon priorities which complement other USAID
resources.

h. Service Contracting Procedures

USAID/B's contracting office is one of the most active among
USAIDs worldwide. Currently, the office has let and manages 250 contracts,
mogtly PSCs {some of which are for U.S. Embassy perscnnel). Project-financed
direct AID contracting for technical services has become the norm due to the
inadequate contracting capacity of the Bolivian government. To simplify and
expedite service contracting procedures for projects, the Mission has
established regulations that are to be applied in contracting and has issued
local orders which convey these requlations to all staff. Moreover,
procedures have been established for expediting the contracting process. In
addition, the Regional Contracts Officer (who is resident in Peru) has
presented seminars to USAID staff on contracting issues, and detailed PIO/T
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preparation instructions which have been issued to all Mission personnel.
These actions have greatly facilitated the service contracting process and,
hence, project implemsntation.

i. Reports for Project Managers

USAID/B has daveloped several reports to assist project
asnagers to manage their projects. Tha most significant is perhaps the
Program Financial Operations Status Report, issued monthly by the USAID
Controller's Office. This report includes the status of sarmarks, commitments
and disbursements by project component and activities within components. The
Financial Oparations Report has besn periodically revised to ensure its
maximm utility to project managers. The introduction of the MACS system (ses
Section 5.a. below) will enable the Mission Controller's Office to provide
even more timely and detailed data.

In addition to the PFinancial Operations Report, project
managers and other Mission personnel also receive weekly reports which track
the status of PIO/Ts, contract negotiations, and correspondance requiring
USAID action. A periodic commodity procurement tracking report is also
produced. These reports snable project committee mambers to keep curreat on
pending actions.

USAID is also making increased use of cosputers to enhance
its project monitoring capabilities. For sxample, a system is currently being
developed to help track P.L. 480 Title II food commodities. OUtilizing this
system, USAID and the four cooperating country sponsors (Catholic Ralief
Services, Adventist Development Relief Agency, Food for the Bungry
International and the GOB's National Community Developmant Service) will be
able to monitor the disposition of the program's food commodities from their
arrival at port to their distribution to beneficiaries. In addition, USAID
recently hired a local computer technician to computerize all local currency
accounts in order that accounting and management inforsation will be readily
available to project managers. USAID expects that both systems will be
operational by the end of July 1986.

2. Rasults

The emphasis USAID/Bolivia has given to program implementation
over the past two years has had a significant impact, in terms of both
achievemant of program level goals and project implemantation progress.
DSAID/B's progreas in meeting its program level benchmarks are noted slsewvhere
in this report. Project level achievements, in terms of specific outputs and
purposes, ars outlined in the Mission's May 1986 Project Implementation
Rapart. In overall terms, project expenditures from the developmant
assistance account have significantly accelerated, as shown below.
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FY 84 FY 85 FY 86
($ Millions) '
Project Expenditures®* 9.8 26.2 18.1**

* gxpenditures - that is, disbursements plus
accruals.
** gix months of FY 86

3. Puture Plans

a. Commodity Procurement

USAID/Bolivia plans to undertake a full review of project
and OE commodity procurement procedures in the near future with a view toward
hiring a procurement services agent (PSA), reorganizing the Mission's
procurement staff, and revising local procurement procedures. Improvement of
project related commodity procurement is viewed as an essential component of
developing a better managed, more efficient project implementation system.

b. Decentralization of Authority within Mission

In line with a decision to decentralize responsibilities
within the Mission (as much as possible consistent with good USAID management
principles), document clearance procedures (e.g. PIO's) are being simplified.
Much fewer PILs will be sent. Instead, project managers will correspond
directly with their counterparts more frequently, obtaining clearances as
appropriate through project committee meetings and phone calls. The clearance
process will be streamlined, and Division Chiefs will be delegated increased
responsibilities and will be held accountable for results.

A Mission Order defining the responsibilities of each
office, as well as USAID contracting, commodity procurement and other
procedures will be updated and reisgued. This will help newer staff members
understand Mission project implementation procedures. To improve overall
coordination, staff meetings are held on a more regular basis, though these
are not intended to substitute for project committee meetings. Also, more
regular meetings are held with other Embassy officials to maintain
coordination on progress in achieving USAID's goals and objectives,
administrative matters, security arrangements and the narcotics program.

More than twenty new or strengthed procedural issuances have
been published as local Mission Manpual Orders in the last 18 months. These
orders are reviewed on a reqular basis and to seek to eliminate non-essential
paper work, clearances et¢. Simplification of work processes and systems is
an ongoing objective. The Controller and Executive Office, as well as other
Migsion staff, are in frequent dialogque on how to eliminate unnecessary paper
and operations requirements.
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4. Management of Proposed Program
a. Staff Manageaent

In July 1980, when the USAID/Bolivia program was suspended
in the aftermath of the Garcia Mesza military coup, 90 direct-hire employees
were carrying out the work of this Miasion (30 U.S5. and 60 PSH}. The current
direct-hire workforce is 53% lower than that figure. Operating at an even
higher program tempo than in 1980 (approximately $50 million currently vs. $30
million in FY 80), there are now 48 direct hires (15 U.S. and 313 PSis). To
accomplish this, the USAID has used a variety of labor saving methodologies
and mechanisms which have improved its management systems.

During a December 1985 visit, Administrator McPherson
emphasized the need for better macro-economic analysis and reporting and
authorized the addition to the USAID/Bolivia staff of a USDH Economist. The
AA/LAC, during his Pebruary 1986 trip to La Pag, notsd the need for a Private
Sector Officer to design and implement projects in this high priority area.
Also, this Mission has supported for several years the assignment to Bolivia
of a regional Pood for Peace Officer to taks on management responsibilities of
PL 480 programs in the South American region. This point was undarscored
during AA/FVA Julia Chang Bloch's visit to Bolivia in April 1986. Pinally,
IDI's have been provided excellent training opportunities, experience and
responsibilities within USAID/Bolivia. Assignment of additional IDI's in the
future would be highly beneficial to this USAID and the Agency as a whole.

Staffing Lawvals
FY 1979-FY 1986

(Ceilings as of End of PY)

FY 79 PY 80 PY B8l FY 82 FY 83 FY 84 FY 85 FY 86

USDH 27 27 17 17 17 17 16 14
DI 4 32 £ 1 1 2 2 1
Sub-Total 31 30 18 18 18 19 18 15

PNDH 60 60 58 58 40 38 a3 33

Total 91 90 76 76 58 57 51 48
b. Contractor Use

As a result of the loas of direct hires, the ratio of
direct hires to contractors in the USAID workforce has been increased from 1
to 1 in 1980 to roughly 1 to 5 currently. New projects are designed to
include financing of contractors to help manage these activities and to
coordinate short-term technical assistance rasources. New project designs
make less use of large resident teams of expatriates and emphasize the
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well-planned, lower profile use of short-term expertise. Through the
extensive use of competitive practice and careful selaction, the quality and
dedication of the USAID/Bolivia contractor workforce is very high. Scarce
OE funds are being substituted by program funds whenever possible.

5. Plans for Organizing Mission Management and Operations

a. An Information Systems Group Harnesses the Potential of

Computers

Since August 1985, the planning, policy, acquisition and
distribution of USAID EDP activities and equipment has been vested in a
committee of Migsion employees. The most significant contribution of this
committee has been to:s 1} ensure well-informed decisions on Mission
computer hardware and software acquisitions, 2) enhance productivity by
reducing repetitive and time consuming data management activities, 3)
eliminate redundancy, 4) foster training, and 4) formulate longer range
planning.

One of the group's recommendations was the installation of
a MACS computerized financial management system, which will begin in May
1986. This system will greatly enhance accounting operations and give
project managers timely financial data needed to make better decisions and
improve project management. The installation of the MACS system will also
enable a Management Information System {(MIS) to be implemented beginning in
FY-87. Automation priorities include: a) transforming labor intensive
activities and time consuming work into computerized functions through
creative use of existing software programs, b) sharing applications and
lessons learned among computer users, and c¢) continued training in
word-processing and data processing.

b. Use Tracking Systems To Eliminate Wagted Time

To manage administrative operations, the Executive Officer
(EXO) has prepared five indices coverings 1) contracts = (USAID/B has the
numerically (not financially} largest portfolioc in the world); 2) documents
(cables and letters}); 3) motor poocl fleet usage) 4} travel; and 5)
inventory. EX0 has reliable baseline data to oversee administrative
management work, as well as assess costs, controls and personnel allocations.

With respect to the handling of paperwerk, the expeditious
flow of P10/Ts, contracts, procurements and cables will continue £o be
improved. This will enable USAID/B to enhance its project implementation
process and disbursement rate. The volume of cables and paper increases by
an estimated 8% per year; but the incidence of lost documents and missed
deadlines has decreased markedly. Another productive tocl in this regard
has been the delinquent action checklist, which is issued weekly and is
reviewed and followed up by the Director and the Deputy Director.
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Ce Dave t and Trainin

USAID/B is fortunats in having a workforce of dedicated
and experienced performers. However, most have had only limited
opportunity to upgrade professional skills through AID sponsored training
programs. Bach year, USAID/B prepares an Annual Staff Training Plan,
through which it sends as many individuals, both U.S. and nationals, to
training activities as funding will permit. This Mission has been willing
to absorb short-term absences of the staff in order to gain the long-term
advantage of keeping cur employees well trained. Training is viewed as a
high-priority, ongoing program.

d. Incentive Awards To Boost Morale and Productivity

Employees who make strong contributions receive
recognition for them. Supervisors of FSNs and Americans nominate
outstanding employees for awards when their annual evaluations reflect
extraordinary performances. Persons who act unselfishly to mset Mission
davelopment goals (e.g. USAID chauffeurs recently gave yeoman service to the
homeless of the 1986 flooding of Lake Titicaca), who save us money or time,
or who innovate, suggest or create improvements in operations or systems are
those wvho are rewarded.

USAID/Bolivia has given high priority to the establishment
of an Incentive Award System for Personal Services Contractors. The largest
segmant of our esployees fit this category, and we plan to award them for
noteworthy work.

6. Trust Funds

As soon as authorization to proceed with an ESF program is
received from AID/W, USAID will negotiate a Trust Fund agreement with the
GOB to help alleviate pressure on the Operating Expense budget.

USAID/Bolivia is slated for a $14,355 millioan FY 1986 ESP
program to be provided in two tranches. We expect to establish a Trust Fund
account which will receive ESF local currency generations. As of this
writing, Congressional holds have bean placed on the first tranche of the
ESF, In order for the Trust Fund to be useful during this fiscal year,
these holds will have to be lifted and the Trust Fund agresment signed
shortly (i.e. NLT June 1986).

7. Acquisitions and Construction Policy

Mission motor pool fleet usage has been studied in detail.
USAID/B concludes that full services can be provided with the current level
of 18 wehicles in the fleet, which has been standardized on Chavrolet
products.
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Purniture tends to last longer in La Paz than in other posts.
Extensive use is also made of reupholstery here. Nonethelaess, four
replacements sets must be ordered each FY to keep an adequate inventory.
Although it would be desirable, because of anticipated financial
limitations, we do not plan to purchase housing or office space in the next
two fiscal years.
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B. Operating Expense Budget

The projected Operating Expenss Budgets for PY 1987 and FY 1988
include one new position as discussed in Sectiorn VIII.A. above. This
position, a Program Economist, is above the FY 1986 level.

Because of the addition of the new position and the anticipated
substantial turnover in personnsl in FY 1987, we expect our budget to rise by
about 16 percent over FY 1986. However, we would hope to cover most of this
increase by the yet-to-be established Operating Expense Trust Fund. In this
connection, as soon as we receive authorization from AID/W to proceed with an
ESP program, USAID/Bolivia will negotiate a Trust Fund agreement with the
GOB. This will allow us to transfer soms costs from appropriated dollars to
trust funds.

USAID/Bolivia is slated for a $14.3 million FY 1986 ESPF program to be
providaed in two tranches. We expect to establish a Trust Fund account which
will receive local currency genserations of ten percent of the total grant.
Thus, the $1.4 million local currency equivalent in the Trust Fund should be
sufficiant to cover moast of gur local currency costs for FY 19896 and FY 1987.

As requested in the LAC Action Plan guidance, following are a
Workforce Table reflecting the various catagories of personnel funded from OE,
budgets for FY 1987 and 1988 by functional code, and procuremssnt plans for

each year setting forth new and replacemsnt, nonsxpendahle procursasnt.
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C. WORK FORCE TABLE

FISCAL YEAR 1987
USDH IDI FNDH PSC

FISCAL YEAR
USDH ID1 FNDH PSC

wOffice of the Director 2 0 1l 1
Executive Office 1l 0 10 6l
Office of the Controller 1 0 1l 7
Development Planning 3 H 2 3

¥oroject Development and Planning 3 0 2 9
Private Sector and Rural Development 4 0 5 4
Health and Human Resources 1 0 2 3

L

TOTAL 15 0 33 88

@

@

¥

L J

[

2 0 1 1
1 0 10 61
1 H 11 7
3 0 2 3
3 0 2 9
4 a 5 4
1 0 2 3
15 0 33 88
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EXPENSE CATEGQRY

U.S. DIREST HIRE

U.S. CITIZENS BASIC PAY
PT/TEMP U.S. BASIC PAY
DIFFERENTIAL PRY

OTHER AID/W PUNDED CODE 11
OTHER MISSION FUNDED CODE 11
EDUCATION ALLOWANCES
RETIREMENT - U.S. DIRECT HIRE
LIVING ALLOWANCES

OTHER AID/W FUNDED CODE 12
OTHER MISSION FUNDED CODE 12
POST ASSIGNKMENT - TRAVEL
POST ASSIGNMCNT ~ PREIGET
HOME LEAVZ - TRAVEL

HOMZ LZAVE - PREIGHT
EDUCRTI®! TRAVEL

R AND R TRAVEL

OTHER CODE 215 TRAVEL

FOREIGH RATIONAL DIRSCT RIRS
BASIC PAY

OVERTIHE, HOLIDAY PAY

ALL OTHER CODE 11 - PN

ALL OTHER CODE 12 - PI.
BENEFITS FORMER FN PERSONNEL

CONTRACT PERSONUEL

PASA TEZCANICIANS

U.S8. PSC -~ SALARY/BINEFITS
ALL OTHER U.5. PSC COSTS
P.H. PSC = SALARY/BENEFITS
ALL OTHER PF.HR. PSC COSTS
MANPCHER CONTRACTS

JCC COSTS PAID BY AID/W

BOUS ING

RESIDENTIAL RENT

RESIDENTIAL UTILITIES
HMAINTENANCE AND RENHOVATION
QUARTERS ALLOITARCES
RESIDENTIAL FURHITURE/EQUIP.
TRANS ./FREIGHT - CODE 311
SECURITY GUARD SERVICES :
OFFICIAL RESIDENCE ALLOWANCES
REPRESENTATION ALLOWARCES

1/ Includes two (2) spouses under PSC's.

FY 19i8 ANNUAL BUDGET SUBMISSION
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TABLE VIII - PY 1987

FUNC. UBJECT
coor &5
U100

U0l 10
o102 112
Ul03 1lleé
0l04 115
Ulos 119
uloé 126
0l07 120
glgs 128
0109  12¢
0ll0 129
g1l 212
uriz 2z
Ull3y 212
Okle 22
Ulls 215
olls 215
Ull? 215
v2co

U201 114
U202 115
U203 118
U204 129
0205 13
U300

U301 258
U3¢2 113
U303 255
U304 113
U305 255
u3oe 259
U307 113
U400

U401 235
U402 235
U403 259
U404 127
0405 311
U406 22
U407 254
408 254
U409 252

DOLLARS

1.553.9

886.5

TRUST
FUND

191.0

e

8(ABS) 4/8S



EXPENSE CATEGORY

OFFICE OPERATIONS

OFFICE RENT

OPFICE UTILITIES

BUILDING MAINT./RENCVATION
OFFICE FURNITURE/EQUIPMENT
VEHICLES

OTHER EQUIPMENT
TRANSPORTATION/FREIGHET
FURN/EQUIP/VESEICLE REPAIR/MAINT.
COMMUNICATICHS

SECURITY GUARD SBRVICES
PRINTING

RIG/II OPERATIONAL TRAVEL
SITE VISITS-MISSION PERSONNEL
SITE VISITS-AID/W PERSONMNEL
INFORMATION MEZTING
TRAINING ATTENDANCE
CONFERERCE ATTENDANCE

OTHER OPERATIONAL TRAVCL
SUPPLIES AND MATERTALS

PAAS

@ COMGULTING SVCS. - CONTRACTS

MGT./PROP. SVCS5. = CONTRACTS
SPEC. STUDIES/AHALYSES CONT.
ALL OTELR CODE 25

TOTAL 0O.2. BUDGET
RECOMCILIATION

OPERATING BUDGET REQUIREMEMNTS
636C REQUIRCMENTS

TOTAL ALLOWANCE REQUIREMENTS
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FY 1988 ANNUAL BUDGET SUBMISSION

PABLE VIII - FY 19¢7

(continued)
FUNC. OBJECT TRUST
CODE CLASS DOLLARS PUNDS TOTAL UNITS
U500 1.269.6
usol 234 250.0 XAXXXXX
us02 234 100.0 AAAXXXX
0503 259 25.0 XXXXXXX
gso4 310 51.3 XEAXXAA
UsSos 312 50.0 AAXXXXX
gsieé 319 7.1 XXXRXXX
uso? 22 20.2 XXXXXXX
usos 259 60.0 AAAKKXXX
Us09 230 25,0 XXAXXRX
0510 258 15.0 XXXXKXX
U511 24 XXXXXXX
Uslz2 210
us13 210 50.0 321
USl4 210 9-2_ 5
Us1S 210 12.0 3
Usie 210 20.0 8
us17 210 15.0 3
Usls 2190 20.0 15
U519 26 276.0 XXXLAXX
Us20 257 175.0 XXXXXXX
U521 252 XXXXXXX
usa2 259 XXXXXXX
U523 | 259 XXXXXXX
us24 259 90.0 XXXXXXX
5.094.1 ERXXXXX
1.352.5 XXAXX XX
3.741.6 XAAAXXX
0600 32 AKX
U000 3.741.6 XXXXAXX
750.0

DOLLARS REQUIRED FOR LOCAL CURRENCY EXPENSES

EXCHANGE RATE USED

$ 1.00 = Pesos Bolivianos 1,900,000.00

9(ABS) 47185

1




EXPENSE CATEGORY
U.S. DIRECT HIRE

U.S5. CITIZENS BASIC PAY
PT/TEMP U.S. BASIC PAY
DIFFZRENTIAL PAY

OTHER AID/W FUNDED COOL 11
OTHER MISSION FUNDED CODE 11
EDUCATION ALLOWAICES
RETIREMENT - U.S. DIRECT HIRE
LIVING ALLOWANCES

OTHER AID/W FUNDED CODE 12
OTHER MISSIOW FUNDED CODE 12
POST ASSIGRMENT - TRAVEL
POST ASSIGNMCNT - FREIGRT
HOME LEAVZ ~ TRAVEL

HOME LEZAVE - PFREIGHT
EDUCATI™R! TRAVEL

R AND R TRAVEL

OTHER CODE 215 THAVEL
POREIGN NATIONAL DIRECT HIPRS
BASIC PAY

OVERTIHME, HOLIDAY PAY

ALL OTHCR CODE 1l - PN

ALL OTHER CODE 12 - FI
BENEFITS FORIER FN PERSOWNEL

CONTRACT PERSONIEL

PASA TECANICIANS

U.S. PSC = SALARY/UCNEFITS
ALL O{UER U.5. PSC COSTO
F.l. PSC = SALARY/BEHEFITS
ALL OTHER F.H. PSC COSTS
MARPOKER CONTRACTS

JOC COSTS PAID BY AID/W

ROUSIWG

RESIDENTIAL RENT

RESIDENTIAL UTILITIES
MAINTENARCE AND RENOVATION
QUARTERS ALLOIARCES
RESIDENTIAL FURNITURE/EQUIP.
TRANS./FREIGRT - CODE 311
SECURITY GUARD SERVICES .
OFFICIAL RESIDENCE ALLOWANCES
REPRESZNTATION ALLOWANCES

~119-

FY 198 ANHUAL BUDGET SUBMISSION
TABLE VIII - PY 1988

FOUNC.

coor
U100

Ulol
0l02
ol03
ulo4
ulos
Ul06
0107
ulos
gloe
Ull0
U1ll
uxl2
ulll
Ukl4
ulls
gllée
ul1l?

U200
U201
0202
u203
0204
U205

U300

0301
U302
U303
U304
U305
U306
0307

U400
U401
U402
U403
U404
0405
0406
U407
U408
U409

OBJECT
CLASS

1llo
112
116
115
119
126
120
128"
125
129
212
22
212
22
215
213
215

1i4
115
119
129

258
113
255
113
255
259
113

235
235
259
127
311
22

254
254
252

1/ Includes two (2) spouses under PSC's.

L
THUST
DOLLARS FUND TOTAL URITS
1.570.6 -
931.0 15
201.0 XXXXXXX
XXX X X
ZXXXXXX
93.0 3z
65.35 XXX A
XXXXXXN
40.0 XXAXXNA
5.0 XXX
10.5 3
60.0 3
35.5 16
75.0 16
7.5 10
21.6 3
25.0 10
662.0
500.0 - 33
15.9 534.L
87.0 XXAXKXX
55.0 XXXXXXN
5.0 XXXXXXY,
1.405.0 A —
'™
85.0 3 I
. T
1.200.0 87
. 120.0 AXXXXXX
-
__386.6 —_—
—35.8 15
38,0 XXXXXXX
—10.0 XXX
BO.6 XXXXAXK
19.4 XXAXXX
XXXXAXX
1.3 XAXXXXX
1.5 XXXXXXqg
[ ]

B(ABS) 4/85
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. FY 1988 ANNUAL BUDGET SUBMISSION
TABLE VIII - PY 198
{continued)

- EXPENSE CATEGORY

OFFICE OPERATIONS

CFFICE RENT

OPFICE UTILITIES

BUILDING MAINT./RENCVATION
% OFFICE PURNITURE/EQUIPMENT

OTHER EQUIPMENT
TRANSPORTATION/FREIGET
FURN/EQUIP/VEHICLE REPATR/MAINT.
COMMUNICATIONS

@ SECURITY GUARD SERVICES
PRINTIKG
RIG/I1' OPERATIONAL TRAVEL
SITE VISITS-MISSION PERSONNEL
SITE VISITS-=AID/W PERSOMNNEL
INFORMATION METTING

@ TRAINING ATTENDANCE
CONFERENCE ATTENDANCE
OTHER OPERATIONAL TRAVCL
SUPPLIES AND MATERIALS
FAAS
COMSULTING SVCS. = CONTRACTS

@ MGT./PROP. SVCS. -~ CONTBACTS
SPEC. STUDIES/ANALYSES CO%T.
ALL; OTHER CODE 25

TOTAL O0.E. BUDGET
RECOMCILIATION

@OPERATING BUDGET REQUIREMENTS
636C REQUIREMENTS
TOTAL ALLOWANCE REQUIREMENTS

DOLLARS REQUIRED FOR LOCAL CURRENCY EXPENSES

EXCHANGE RATE USED

PUNC. OBJECT

CODE CLASS
Us00

Usol 234
Use2 234
Usp3 259
Us04 310
Usos 312
US06 319
us0? 22
Usos 259
US09 230
Us10 259
o511 24
uslz 210
usi3 210
Usi4 210
Us1s 210
usis 210
Us17 210
US18 210
Us19 26
us20 257
Us21 259
Us22 259
Us23 . 253
Us24 259
U600 32
Uooo

TRUST
DOLLARS PUNDS TOTAL UNITS
1.339.7
T 265.0 XXAXXXX
100.0 AAXXXXX
25.0 AXXAAAX
53.0 AXXXAXX
65.0 XXXXX XX
7.2 AXXXXXX,
26.5 XXXXXXE
70.0 ' AXXAXNX
30.0 XXXXXXX
15.0 XXXXXXN
AXXXXXX
'63.0 353
10.0 6
12.0 4
25.0 _10
"15.0 4
25.0 17
288.0 KXXTXXX
150.0 XAXXAXN
XXXXXXX
AXXXXXX
XXXNXAY
95.0 XXXXXIX
5.363.9 XXAXXXX
1.387.5 XXXAAXX
3.976.4 XXXXXXX
XXXXXXX
3.976.4 AXAXAXX
800.0

$ 1.00 = Pesos Bolivianos 1,900,000.00

QCARS) 4TRS

¢
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0.E. Procurement Plans for FY-1986, 1987 & 1968

260 Supplies and Materials FY-86 FY-87 FY-88
Pol $ 22,000 30,000 35,000
Vehicle Spare Parts 18,000 18,000 18,000
Locally Procured Supplies/Materials 25,000 30,000 30,000
Office Supplies 70,000 70,000 70,000
Maintenance Supplies (Office/houses) 40,000 45,000 50, 000
Bousehold Utilities 5,000 6,000 7,000
Drapes 25,000 25,000 25,000
Upholstery Material 10,000 6,000 5,000

Transportation Charges 43,000 46,000 48,000

Eﬂ
:
:

310-Office Bqpipment

IBM AT PCS - 8,000 8,000
4230~-VS viorkstation 10,000 10,000 10,000
DW/05-55 Daisy Printer 8,000 8,000 8,000
Copiers 9,000 10,000 12,000
Chair, secretarial 2,000 - 1,000
Cooler, water 2,418 1,200 1,200
Typewriter, mamal 2,360 2,360 1,200
Typewriter, IBM 6,660 8,000 8,000
Cahinet, filing, 2 drws. 1,550 3,100 3,000
Duplicator, multilith, ofset 9,000 - -
Copy holders 1,340 600 600
Transportation Charges 13,000 8,740 10,000
$65,3%8 60,000 .
311-Residential Furnishings and Bcaripment
Patio Furniture
Welcome Kit - 2,000 2,000
Glassware, uncrested 1,000 - -
Carpeting 26,000 13,000 26,000
Furmi ture, household 31,000 50,000 50,000
Chinaware, uncrested 300 - 200
Kitchen aid 220 220 220
Table, card/chairs 980 980 1,100
Table, dinette 2,400 1,200 1,100
6 ea. Washers - 3,000 -
6 ea. Dryers - 2,100 -
6 ea. Sm, mrﬂ - 3;” -
6 ea. Refrigerator - 5,400 -
6 ea. Freezer - 4,200 -
21,350 19,380

Transportation Charges 15,500
$ 77,300

106,70 100,000

—




312-Vehicles

Van
Sedan
4x4 Carryalls

Transportation Charges

319-Equipment

Water Destillers
Heater, electric
Hurmidifier

Pump, Centrif.
Polishers

Drill, electric

Transportation Charges

Total Procurement

-122-

FY-86 FY~-87 FY-88

- - 15,000

- 15,000 -

50, 000 35,000 50,000

~50,000 '36'666 65,000

10,000 10,000 15,000

§60,000 760,000 80,00

- 1,200 1,200

720 720 720

2,500 1,250 1,250

800 600 600

6,500 3,300 3,300

300 - 150

10,820 ~ 7,000 T~ 7,220

2,700 1,400 1,480
$13,520 ~ 8,470 ;

$ 474,248 $ 511,220 $ 539,700

]

. —




-
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E. Evaluation Plan

The Mission's evaluation plan for PFY 87-88 is designed to reflect
the major Mission abjectives for the period of: (1) continusd progress in
program implemsentation; {2) expansion of tha institutional and analytical
bases for the achievemsant of USAID goals and tha initiation of new programs)
and {(3) continued policy dialoguas.

1. Program Implemsntation

Project implementation continues to be the highest priority
Mission concern. Effective use of evaluations to identify problems and
appropriate project modifications has improved and will continue to improve.
Por example, the findings and reccmmandations of an evaluation of the Policy
Reform project (0571}, conducted in June 1985, served as a basis for the
Mission to correct weak elements identified in the evaluation report, broaden
the scope of the project and provide additional funds.

In December 1985, USAID conducted the final evaluation of the
CARE/Bolivia Water Supply and Small Scale Irrigation Program. The project
was financed by USAID under the Disaster Recovery Project (058l). Based on
evaluation findings, WASE daveloped a list of recommendatioms to improve
axisting and proposed sub-projecta, and identified areas of the water supply
and sanitation sector that should be supported in the futurs. Furthermore,
the WASH evaluation daveloped ths foundation for a more extensive activity
wvhich will combine installation of potable water systemas with Child Survival
interventions in rural communities. This approach isa ocutlined in the
proposed FY 1986 CARE Water and Health Services project (0599).

Evaluations have also been used to bring about more cost
efficient and productive allocation of resources through rsorientation of
objectives in order to adapt project concepts to changing political, economic
and/or social conditions. In this contaxt, the Rural Development Planning
and Departmental Development Corporations {DODC's) grant and loan projects
(0471) which were svaluated in FY 1985, were modified to facilitats and
expedite disbursement of funds through mobilization of resources to private
productive sectors at the regional level. As recommended in the evaluation
report, corrsective actions wers taken in procedural and administrative
aspects, as well as in the fields of training, additional technical
assistance and improved information systems. Specifically, more emphasis was
placed on intsnsive work with the four ODC's which, according to the
evaluation, had shown the most progress and potential (i.e., La Pax, Santa
Cruz, Cochabamba, and Tarija). As a result, each DDC has a full-time
{Bolivian national) resident project dsvelopment and managemsnt expert who
assists in the establishmant and/or operation of a davelopment credit and
finance departmant. Thase development credit and finance units identify,
davelop, finance and monitor private sector projects which provids employment
and increase incowes of the poor and contribute to the achievement of
departmental and national development objectives. The departmental units are
supported by a Central Project Coordination Unit which provides training and
technical assistance to strengthen the development credit and finance units.
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The evaluation findings and lessons learned from the DDC project formed the
bagis for a better targeted folow-on project entitled Market Town Capital
Formation (0572), which is gcheduled for FY 1986.

2. Expand Institutional and Analytical Bases for the Initiation of
New Programs

Projects in the USAID's active portfolio are addressing high
priority develcpment problems. It is, therefore, essential that the impact
of these be clearly understood as the Mission develops its new projects.
Final evaluations of projects ending during the planning period will
therefore document major lessons learned and enable the Mission to design
future projects from a solid basis of actual implementation experience.
Illustrative of the critical evaluations that the Mission is planning are (1)
Policy Reform project to assess the extent to which the project has had an
impact on economic policy making/reform in Bolivia, (2) Narcotics Awarenaess
Project to determine if this important activity is producing results among
the Bolivian population in sensitizing them to the dangers of narcotics
production and consumption, {3) the numerous evaluations of projects in the
private gector such as Private Agriculture Organizations and Self-Financing
Primary Health Care, to determine the extent to which the private sector
continues to be a viable alternative to public sector organizations for
channeling assistance to Bolivia.

3. Policy Dialogue

Policy dialogue will continue to be a major Mission priority.
The evaluation process itself provides a forum for initiating and supporting
policy discussions as the Mission encourages the GOB to take appropriate
steps to help overcome economic problems and restructure the economy. Given
that all Miasion projects contain important pelicy reform elements, the
evaluations, as they are performed and discussed with the GOB, offer
opportunities for identifying policy constraints and proposing scluticns.
The evaluation of the Agribusiness and Artisanry project, for example, will
provide an occasion to negotiate reforms for the financial sector, since the
project will provide technical assistance designed to work on strengthening
the public and private financial systems.

4. Evaluation Planned During the FY 87-88 Actiuon Plan Period

The Mission will conduct twelve evaluations during FY 87 and
nine during FY 88. The follcowing table lists a schedule of project
evaluations. by quarter.
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P. Gray Amendment

1. How the Mission is Applying the Gray Amsndment

USAID/Bolivia has a good record of achievement on the use of Gray
Amendment contractors. In FY 84, four such contractors wers used for
contracts totalling $247,000. This equated to 9.2 percent of the total money
awvarded by USAID/B to U.S. contractors. In FY 85, $142,000 of $877,000 in
contracts were given to Gray Amendment firms. This squated to 16.2 percent of
the total dollar amocunt. As a Gray Asendment firm recently received a large
$2 million host country contract, the estimated FY 86 Gray Amendment total is

55.0 percent.

On Aagust 30, 1985, USAID/B published a lLocal Order (11-9) which

describes the systeas and procedures used by USAID/B for implemsnting the Gray
Amendment. USAID/B also appointed a Gray Amendment coordinator in August 1985.

While USAID/P has clearly made progress in Gray Assndment
contracting, we wish to emphasize the point that there is no special authority
which allows direct contracting with firms qualifying under the Gray
Amendment, except for 8(a) firms. All non-8(a) Gray Amendment qualifying
firms must compete for contracts through regqular competitive procedures. This
may be a significantliy limiting factor on future Mission performance regarding
the Gray Amsndment.

2. Gray Amendsent Table for FYs 84/85/86

| 54 Total Gray Amendment Total All U.S. Awards Gray Amandment
Percentage
of Total
Y 84 247,753 2,689,940 9.2%
FY 85 142,177 877,000 16.2%
PY 86 (Est) 2,117,137 3,824,000 55.0%

Note that the above table excludes PSC and commodity contracts.

3. List of Contracts by Mame of Contractor, Type of Ownership, Date
of Contract and Amount

1. Creative Asscclates Women Ownsd Entarprise FY 84 48,817
2. Development Associates Minority Business FY 84 153,420
3. Triton Crop Minority Business Y 84 29,516
4. Inter American Mgt. Corp Minority Business FY 94 16,000
S. Development Associates Minority Business FY 85 43,000
6. Davelopment Associates Minority Business FY 85 97,000
7. Development Associatas Minority Business FY 85 2:177
8. Global Exchange Minority Owned FY 86 1,993,137
9. Aassrican Man.Export Group Minority Owned FY 86 29,000
10.* Tropical Research Woman Owned/Small Bus. FY 86 95,000

*Projectad



ANNEX b
SELECTED BOLIVIA MACHOEOONOMIC INMDICATORS

l. PBALTE OF INFLATION PER MavIH

PENCENIAGE
FEB 85 182.77
MAKCH 85 24.94
APRIL 85 11.78
MAY 85 35.66
JUNE 85 78.46
JULY 85 66.30
AG 85 66.46
SEPT 85 56.51
OCT 85 - 1.87
NOV 85 3.20
DEC 85 16.80
JAN 86 32.96
FEB 86 7.95
MARCH 86 0.07
2., AMNUAL INFLATION RATE*
PEFCERTAGE
FEB 85 7,963.52
MARCH 85 8,216.57
APRIL 85 5,604.40
MAY 85 5,163.%0
JUNE 85 8,926.87
JULY 85 14,173.11
ALG 85 20,560.87
SEPT 85 23,447.03
oCT 85 14,421.60
NOV 85 11,291.71
CEC 85 8,170.52
JAN B6 6,416.20
FEB 86 2,387.63
MARCH 86 1,892.356

Provided for 12-aonth period ending
the date of each line item.
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3. DOMESTIC GASOLINE PRICESS

PESOS PER DOLLARS PER LITER
LITER (SEE NOTE.)
FEB 85 8,650 .Ce
MARCH 85 11,815 .05
APRIL 85 12,250 .07
MAY 85 17,636 .06
JUNE 85 22,400 .04
JULY B85 25,200 .03
ALG 385 45,000 .03
SEPT 85 300,000 .28
CCT 85 302,000 .29
NOV 85 320,000 .24
DEC 85 398,333 .24
JAN 86 52,5 .23
FEB 8o 500,000 .27
MARCH 86 550,000 .29

IMCTE: REAL MARKET EXCHANGE RATE.

4. PUBLIC ErPLOYMENT
(ACMINISTRATIVE AND PRODUCTIVE SECTORS)

TOTAL RATE OF INCREASE
EMPLOYEES LAYCFFS ( PERCENTAGE. )

FEB 85 235,922 00 00
MAKCH 85 252,650 00 7.0
APRIL 85 264,599 00 4.7
MAY 85 276,547 00 4.5
JUNE 85 296,461 00 7.2
JULY 85 300,444 00 3.9
AUG 85 312,393 00 3.9
SEPT 85 324,341 00 3.8
OCT 85 336,290 560 3.6
NOV 85 348,238 3.5
DEC 85 357,000 2,950 3.4
JAN 86 352,430 3,040

FEB 86 347,214 3,500

MARCH 86 342,571 4,500



PESOS PER DOLLARS PER MONTH
MONTH (SEE MOTE }
FEB 85 935,000 6.6
MARCH 85 4,035,000 3.5
APRIL 85 4,035,000 24.0
MAY 85 6,240,000 23.0
JRE 85 ©,240,000 13.0
JULY 85 10,171,000 11.5
AXG 85 30,000,000 25.4
SEPT 85 30,000,000 27.6
oCT 85 30,000,000 26.8
NOV 85 30,000,000 22.0
DEC 85 30,000,000 17.5
JAN 86 30,000,000 13.4
FEB 86 30,000,000 15.8
MARCH 86 30,000,000 15.3

6. EXCHANGE RATES - PESO> PER U.S. DOLLAR
OFFICIAL RAIE PARALLEL, RATE

FEB 85 50,000 141,101
MARCH 85 50,000 128,137
APRIL 85 50,000 167,428
MAY 85 75,000 272,375
JURE 85 75,000 481,756
JULY 85 75,000 885,476
ALG 85 75,000 1,182,303
SEPT 85 1,077,887 1,087,441
oCT 85 1,102,065 1,120,206
NOV 85 1,197,367 1,366,719
BBC 85 1,588,613 1,715,869
JAN 86 2,057,645 2,240,216
FEB 86 1,838,133 1,902,000
MARCH 86 1,886,762 1,902,669



7. MONETARY EMISSIONS

FEB 85
MARCH 85
APRIL 85
MAY 85
JUNE 85
JULY 85
ALG 85
SEPT 85
oCT 85
NOV 85
DEC 85
JAN 86
FEB 86
MARCH 86

8. MONETARY HOLDINGS OF 1HE COMMERCIAL wANKING SECTOR

BILLICHS

OF PESOS

5,926
8,238
11,852
19,800
26,227
38,929
71,271
102,091
118,407
119,554
223,590
163,450
168,364
158,074

U.s.
DALLARS

11,852,000
16,476,200
23,703,800
26,399,333
34,968,800
51,905,867
95,028,533
9,471,355
10,744,103
9,984,750
14,074,548
7,943,552
9,171,227
8,378,057

RATE OF
INCREBRSE(S)

L

[N FORRT « I |
« ¢ & 3

L]

IP-L-PSH\'[JO)&NF—'-&N
L]
MO OO AENE OO

L]

FEB 85
MARCH 85
APRIL 85
MAY 85
JUNE 85
JULY 85
aAlUG 85
SEPT 85
OCT 85
NOV 85
DEC 85
JAN 86
FEB 86
MARCH 86

MILLIQN U.S. LOLLARS A5 % OF MONEY
OF PESOS (SEE NOTE) IN CIRCULATION
1,297,892 9,198, 318 70
1,873,127 14,018,158 73
3,553,966 121,226,831 o8
5,302,981 19,469,411 71

10,026,324 20,812,037 64
13,611,019 15,371,414 68
24, 394,225 20,632,803 67
35,590,625 32,728,787 64
54,025,139 48,227,860 62
75,371,105 55,147,477 54
82,908,296 48, 318,546 67
97,394,103 43,475,318 53
115,974,116 60,974,824 60
11%,357,9%6 63,260,758 69

NOfE: REAL MARKET EXCHANGE RATE.





