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PROJECT AUTHORIZATION

AMENDMENT NO. 7

Name of Country: Bolivia

Name of Project: Chapare Regional Development
Number of Project: 511-0543

Number of Loan: 511-T-067

1. Pursuant to Section 103 of the Foreign Assistance Act of 1961, as amended,
the Chapare Regional Development Project for Bolivia was authorized on July
29, 1983, and subsequently amended on January 10, 1986. That authorization is
hereby further amended as follows:

-- The first sentence of paragraph 1 is deleted and the following sentence is
substituted in lieu thereof:

Pursuant to Section 103 of the Forzign Assistance Act of 1961, as
amencded, I hereby authorize the Chapare Regional Development Project
for Bolivia, involving planned ohligations of not to exceed twelve
million five hundred thousand United States dollars (Us$12,500,000) in
loan funds ("Loan") and fourteen million United States dollars
(US$14,000,000) in grant funds ("Grant") over an eight year period
from the date of authorization, subject to the availablility of funds
in accordance with the A.I.D. OYB allotment process, to help in
financing foreign exchange &nd loral currency costs for the Project.

-- The third and final sentence cf paragraph 1 is deleted and the following
sentence is substituted therefor:

The planned life of the Chapare Regional Development Project is eight
years from the date of initial obligation.

-- In Section e. "Covenants", the following paragraphs are added following
the paragraph (viii):

Specifically for activities under this Amendment No. 2 to the Project
Authorization, the GOB will covenant that, unless A.I.D. otherwise
agrees in writing, it will,



Chapare Project Authorization
Amendment No. 2.

(ix) certify via its agency "Direccidn de Reconversidn
Agricola of the Ministry of Agriculture (DIRECO/MACA), prior to
expenditure of new Project funds under Loan and Grant Agreement
Amendment No. 7 to henefit any Chapare community or its
individual members, that a) the recipient community has
eradicated since September ). 1987, at least seventy percent
{70%) of the cemmunity's hectares planted in coca, or that the
community 1s not a significant producer . ccca, and/or bj in
the case of an individual member of a Chapare community who
seeks crelil or other vanefits under the Project, that the
farmer's community holds o DIRECO certificate as described in
(ix-a) and further than the gaid individual has eradicated,
since Seprvember 1, 1987, at least seventy percent (70%) of
his/her faym's area planted in coca, or that the farm does not
producs a significanc anount of coca.

(x) agres that Project funds will not be dishursed for the
implementatyon of any new sub-projects 1n agriculture,
irrigation, or agro-intustry prior to the obtention of an
Fnvirorment al Asscousmont Awandment adding such specific new
sub-projece or group of sub-projects to the Environmental
Assessnent for Lhe Chapave Project approved October 15, 1987 by
the USAID Chief Bnvironmental Officer for Latin America and the
Caribbean «t

acioned in RQosnington, D.C.

(i) neitvher procure, cause to be procured, nor use any
pesticide in any no sul-project prior to the obtention of an
Environmenta) Assenamsnps hacndment specifically approving the
kind, amount, »urpose anc usage of the particular pesticide
proposed for the sub-project, according to the Amendment
procers desceibaed in paragiapn (x).

2. The amended authorization clted sbove remains in force except as herehy
further amended.
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I. SUMMARY AND RECOMMENDATIONS

A. Recommendations

This Project Paper Amendment recommends that the Chapare Regional
Development Project (CRDP) expand its development activities inte the
Associated High Valleys (AHV) region of the Department of Cochabamba with the
twin goals of (1) inducing out-migration of coca farmers and processors from
the Cliapare to the AHV region, where they would undertake legitimate
agricultural activities, and (2) providing economic incentives to the AHV
resident pcpulation to remain in place and not seek seasonal or permanent work
in coca production in the Chapare. Thirty-two thousand aaricultural producer
households (160,000 people) will be added to the Project's beneficiary group
by this reprogramming and expanding of CRDP activities.

The Amendment furtier recommends the extension of the Project
Assistance Completion Date (PACD) to August 31, 1991, the addition of
$5.75 million in new grant funds, the reobligation to the Project as grant
funds of $3.85 million in loan funds deobligated from other Mission projects;
the reprogramring of $£12.372 million in already-obligated project monies and
the provision of $30.7 million in new resourcea from Bolivia to achieve the
CRDP's expanded objectives in reducing coca production/trafficking and
promoting economic development in areas of Cochabamba Department.

Epproval of this dmendment will result in the CRDP becoming an
eight-year, $72.3 nallion eifort, with AID contributing $26.5 million in Loan
and Grant funds, the GUB providing $34.8 million toward Project activities,
and beneficiariaos giving $11 m:llion in goods, services, and cash.

B. Project Background
I R il Rt

The Chapare Regionsl Development Project was signed by
representatives of the GOB and the USG on August 12, 1983. At that time,
AID's contribution to the Project was to be $14.4 million in Grant and Loan
funds, the GO8 would cont-ibute $10.872 million, and beneficiaries would give
$10.991 miilion for a total of $36.3 million over a five~year period. The
Project was later expanded to a seven-year, $38.8 million effort, with the USG
contribution raised to USS16.9 million.

Due to a lack of GOB civil control in the Project's target areas,
initial implemention activities had to be delayed for one year afcer signing
of the Project Agreecment in Auguat 1983, In late 1985, when activities had
proceeded for only twelve months, they were largely suspended due to lack of
GOB progress on coca eradication. A few minor activities were continued in
the Chapare including agricultural research, production of plant materials,
funding of three agro-industrial “»ubprojects, and limited infrastructure
maintenance. Because of the long period of suspension of major project
activities, only $4.5 million of project funds have been disbursed to date.

Recent coca-related actions by the GOUB, changes in coca farmer and
processor attitudes, and agreements by international donors have focussed
fresh attention on the potential of the CRD Project. Most important to note






long~term activities which wi1ll lead to the consolidation of the model. If
the model is successful, it may provide the hase for designing a larger effort
to expand the model components to the areas of origin of other migrants to the
Chapare. The model also provides benefits to those farmers who stay in the
Chapare, but sigynificantly reduce their cultivation of coca.

The proposed Project Agreement Amendment reflects a USAID/Bolivia/GOB
agreement on the best means for achieving the Project's coca-related
objectives, as well as for the most erfective reprogramming of remaining
project funds. The Amendment 1s fully consistent with the revised
USAID/Bolivia norcotics-related development strateygy as discussed in La Paz
10184 of November 28, 1986 and subseguent cables, including those in the
classified Annex to this Amendment.

Resources from other USAID projects will be coordinated to contribute
to achievement of modif:ed CEDP objectives. ‘hese collaborative projects
Include Private Agricultural Organizations, Market Town Capital Formation,
Housing Insurance Guarantee, and Emergency Agricultural Credit reflows managed
by the PL 480 Exocutive Secretariat., A narcutics awareness program dealing
w1lth the issues of drug abuse, delinquency, and the overall impact of
coca/cocaine production and trafficking on the economy will also be developed
1n both the Chapare sub-reqion and the Associated High Valleys target areas,

A new Life-of-Project AIR funding amount of $26.% million is proposed
(US$12.5 million loan, US$14 million grant) by this Amendment. Only US$5.75
million of ths sum represents new money for Bolivia. The Mission is
currently deobligating $4.7 million 1n ARDN loan funds from the Rural Access
koads 11 Project (511-1-061) and $1.1% million 1n ARDN loan funds from tne
Disaster Recovery Project (511-0581), and reobl:gating the $3.85 million to
tne CDRP as ygyrant fuads. In addition, US$ 12.372 million of already-obligated
funds will te reprogrammed.  Thus, a total of 116$21.972 million of USAID
resources will be focussed on the expanded goals of the CRNP Project.

Finally, 1t 1s important to note that thnis Project Paper Amendment
sets certain conditions which must be met in order for Project 1mplementation
to continue (fection LIT. E. "Conditionality"). Essentially, conditionality
currently 1n place for tne Chapare would be made more stringent (all but a few
minor activities on nold until specified conditions are met), while modest
development activities in the AHV region would pegin immediately upon
Amendment epproval (cepair of irrigation and electrification systems for
cxample) to be followed ny longer-terin activities. None of the development
work proposed for the ANV regiorn would be linked to Chapare eradication and
interdiction efrforts.  This conditionality, applying to the Chapare
coca-producing regions but not affecting development activities in the
nlgrants' areas of origin, will help ensure that Project funding supports botn
the development objectives ana the narcotics control and eradication
objectives of tine USG's program 1n 8clivia.

The Revised Summary dudget for the Project follows.



D. Revised Summary Budget
CHAPARE, REGIONAL l)liVlil,()l’MliN'l._l'l.{_lz»}li_(:l_‘
(511-0543)
SLHIH\RY BUDGET
A 1 D HOST COUNTRY
Grant I.Loan Host (1)
Pro ject Previous This Previous This AlD Previous This Country GRAND
FElemeunts Budget Amend. Budget Amend., Total Budpet Amendment ___Total TOTAL
I. Agriculture - 575 3,682 - 4,257 613 19,180 19,793 24,050
Forestry
Production
IT. Rural Industry 240 - 804 - 1,044 810 1,900 2,710 3,754
& Marketing
ITI. Productive, - 4,900 701 - 5,601 3,741 3,741 9,342
Trans. and
Coummunity
Infrastructure
IV. Investment - - 1,042 - 1,042 2,696 - 2,696 3,738
Fund
v, Implementation 116 - 88 - 204 - - - 204
Planning and
Studies
VI. Institution 3,924 3,495 5,776 - 13,195 822 4,125 4,947 18,142
Building
VII. Evaluations/ - 140 53 - 193 - - - 193
Audits
VIIL.Contingencies 120 490 354 - 904 - 860 860 1, 824
TOTALS 4,400 9,600 12,500 - 26,500 4,941 29,806 (2) 34,747 61,247 (3)
(1) rL 480 and GOB Treasury
(2) Includes US$17.5 wmillion from tLhe Emergency Agricultural Credit Project (511-0591) reflows.,
(3) Beneficlaries will contribute approximately US§11 million to the Project for a total Project
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{nvestment of W472,247, This sum is not included in the official budget because it is largely
fn-kind and will be distributed among components only as the sub-activity base is fully defined
during Project implementation,



II. AMENDMENT BACKGROUNWD, RATIONALE, AND STRATEGY

A. Background

1. Development Contex*

Most Bolivian coca production is concentrated in two regions of
the country -- the Yungas (La Paz Department) and the Chapare (Cochabamba
Department). Yungas ftarms have traditionally supplied the legal domestic and
export coca markets (although tillegal production has increased in this region
in recent years).

ne Cnapare region contributes almost exclusively to 1llegal coca
production. In this region of 2.5 myllion hecteres*, only 200,000 nectares
are settled. Ol these, approximately 91,000 nectares {48 percent) are
cultivated. Coca, with about 606,000 hectares planted (G6% of all
cultivation), is the most extensively grown crop, followad by rice (10,416
Nectares), citrus (9,098 hectares), banana and plantain (8,000 hactares),
cassava (yuca) (2,910 hectare<), and corn (2,440 hectares). Numerous other
annual and perennial crops are cultivated in lesser quantities. The existence
of this particular mix of crops is a direct response to the environmental
conditions of the Chapare, that is to the region's extreme wetness and hign
so1l acidity.,

A variety of ecological factors cons:titute kKey constraints to
expanded agricultural and forestry production in the Chapare. Extremely high
rainfall, poor drainage, and severe flooding are some of the principal
limiting factors. In addition, the short dry season results i1n several
problems, including insufficient time to cliear pastures of weeds, a high
seasonal demand for labor, and ditficulties in drying and storing certain
commoditiers (corn and rice) Finally, soils in the Chapare are of recent
ortgin. ‘'ney are clay-based, but vary considerably in gquality, ranging from
tne rich alluvial! soils along the river banks (the best for acricultural
purposes) co poor heavy soils further inland. Erosion, excessive moisture in
the soils due to seasonal flooding, rapid loss of fertility through leaching,
bad drainage, acidity, and lack of organic materials are the main soil factors
limiting aqgricultural and numan occupation potential in the Cnapare.

The Chapare has more than 60,000 agricultural producer households
(210,000) people, each with an average of 3.% persons** and each cultivating
1-20 hectare plots. These farmers are reported to produce about 80 percent of
tne total coca yrown in Bolivia and 90 to 95 percent of the Bolivian coca
entering the 1llic.t international market. The Chapare temporary population,
largely consisting of merchants, narcorics middlemen, and day iaborers (coca
leaf pickers, carriers and stompers), fluctuates betwecen 30,000 and 80,000
individuals. The total populiatiorn. of the Chapare is expected to vary between
240,000 and 290,000 people in 1987.

In tnis geographic area, coca production has significantly
increased since 1979, ettributable to the increased number of coca growers

/

* A nectare equals 2.49 acres, )

** Average family size in Bolivia s
aproducer households in the Chapare are based on migration f[rom other areas
and are incomplete, giving a smaller average houschold size 1n this region.

5 persons. However, many agricultural
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B. Amendment Racionale

The rsationale fcr the Project Amendment is to contribute to tne
overall USG goal of reducing the production of cocaine and related narcotic
products and tneir flov into the United States. This will bc accomplished by:
(1) us:ng the resources and the leverage of USAID projects to support
effective Folivian Covernment narcotics eradication and control programs; (2)
carrying out sccial ard economic development programs in the Chapare and the
Associated High Valleys of the Department of Cochabamba, thereby facilitating
the transition away from coca productiony (3) conducting a nationw:ide
narcotics awareness programy and (4) involving other bilateral and
mueltilateral donors in Bolivia's coca control and erad:cation programs.

The U.S. strateqgy for reducing the production of illegal coca and
halting drug trafficking 1n Lolivia considers narcotics control anc economic
development as escential and complementary aspects of tne reduction effort,
betn necessary 1n order for it to be successful. No single agricultural crop
or combinaticn of crops can provide farmers witn the income they can earn
producing coca for the 1llegal market. Tne development effort in the Chapare
ans Associated liign Valleys o!f tne Department of Cocnabamba can serve only as
an 1mportant incentaive to facilitate the decision of {armers tc produce otner
crops and to lessen their aceonomic dependence on the cultivation of coca.
Interdicticn, which keeps the price of coca leaf below production costs, and
increases the economic risks for i1nvolvement with coca production, is the
essential condition for cenvincing farmers to abandon coca for other crops.

The USAIL narcotics-related development strategy reviewed and
approved by AIL/VW in 87 STATE 065511 (hnnex C), and revised in La Paz 9546, of
October ¢, 1957, 1s essentially an economic and social one. As narcotice
control cffcrts are implement2d and have their designed impact, market prices
for coca leaves will fall as the product is in oversupply. The reduction in
demand for leaves results from a reduction in trafficking due to effective
interdiction efforts (e.g. arrests, seizures, and destruction of
laboratories). In addition, when effective forcible eradication programs are
implemented . coca farmers will be at risk of losing their entire primary
source of income. Faced with unreliable market: and repressive actions
against their primary source of income, economically rational farmers will be
increasingly motivated to cooperate with the Government's control programs and
take advantage of the Crhapare Regional Development Project's resources to
diversify their agricultural production away from dependence on coca.

The hssociated High Valleys will receive investments which will serve
as catalysts for out-migration from the Chapare region. As the evidence
presented earlier 1in Section II.A.l. "Development Context" indicates, with the
anticipated dccline of the coca economy, the level of population wnich the
Chapare can support will drop by as much as two thirds because of extremely
limited economic potential. Therefore, creation of new economic cpportunities
and improved social conditions in areas of origin of migrants (in the
Associated High Valleys in this case) will facilitate the transition ol many
of the people leaving the Chapare. Tne investment strategy ir the AHV area
will draw principally on resources from the Chaparc Regional Development

Project, hbut can also tap resources from other USAID projects.
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o summarize, trho strategy to te followed is premisec on an
effective and sustained narcotics control prograim end the expansion of tte
geographic focus of Preject activities to the Associated Hign Valleys region
of the Department of Cochabamnva. The Project will finance activities in tne
AIlV region in agriculture and forestry production; rural industry and
marketing, productive, transport, and community infrastructure, investment
financing, irplementation analysis and planning; and institutional
development. Concommitantly, agricultural research extension activities and
infrast ructure upgrading will continue in the Cnapare subregion in order to
supply viable alternatives for those farmers who remain there and
significantly reduce their coca plantings. Agricultural credit and community
and transport infrastructure will be made available in the Chapare conditionen
on certification that the individuals and communities who most directly
benefit are not qrowing coca or have significantly renuced their coca
production.

Community educatien along witn public information and orientation
w1ll play important roles in the CRDP gtrategy. The use of radio, print media,
dint LULeD o non-lormal channeis to offer tecnnical i1nformation 1s cernsidercd
vital to the success of the activities detailed above. In additaion, carefully
prepared media programs dealing with issues such as the impact of migration on
Chapare families and thelr communities of origin, the ecological degradation
caused by extensive coca production, raticnal use of perticides, drug abuse,
delinquency, etc. will help tc create a climate supportive of project goals.
Part of tnese educational activities will be funded under the CRDPj others
from the Harcotics Awareness Project.

img strategy of linking development activities with an effective
norcotics control program is expected to encourage farmers and larorers who
have migrated to the Cnapare in large numbers during the last several years
from the AHV reqgions of Cochabamba to give up their in.olvement in coca
production ard processing and return to their areas of origin. There will
alsc be economic rewards for Chapare farmers wno significantly reduce or never
grew coca, as postulatgd in the original project design. Tne amended effort
will be a larce-scale test of a model of integrated investments to improve the
economic and social potential of selected areas of origin in order to foster
return migration and retention of existing population. If successful, the
funding of a larger effort for expanding the impact of these activities to
areas of origin cf many more people who will leave the Chapare will be
considered.  This Project strategy is consisient with the revised
UGAID/Boliavie narcotics-related development strateygy provided in 86 La Paz
10184 of Novembier 2i, 1%RG, La Paz 9547 of October 6, 1987, contained in
Annex C, and related cables.

2. Specaific Implementation Strategy

Tne strategy for 1mplementation of the amended CRDP is based on
immediate activities, pre-investment studies, and mediim term activities.
These elements w:ll work in an interdependent fashion to test the Amendment
model, ‘The rationale for these elements is based on the fact that there is a
need to begin visibile, concrete activities wnich indicate clearly the
commitment of tre Froject to the improvement of economic opportunities in the
Associrated lligh Valleys while, at tne same time, studies on the social,
economic, and physical constraints and possibilities must be completed to






II1. AMENDMENT DELCRIPTION

A. Project Goal and Turpose

1. Goal

Tne PFroject goal 15 to stimulate balanced economic development
and an enhanced standard of living 1n the Chapare and the Associated Higl
Valleys regions of Cochabamba through a mixture of public and private sector
participation, a diversified eccnomic base, and a more equitable income
distribution.

2. Purpose

Tne Project purpose 1s to modify and i1mprove the agricultural and
forestry systems of farmers 1n the Chapare and AHV regions of the Department
of Cochabamba to respond botter to diverse, profitable marketing opportunities
under sustalned, environmentally compatible, medium technology production
models.

3. Discussyon

Thios Froject as boang carried cut to facilitate tne transition by
Chapare coca farmers and tnose indirectly involved in 1llegal coca production
(e.g. coca middlemen, transporters, processors, etc.) to legitimate economic
activities. It is important to recognize that no single crop, or combination
of crops, can provide farmers and others witn the 1ncome they earn from
producing coca for tne illegal market. Therefore, the success of the
development activities to be undertaken to facilitate this transition to
legitimate economic pursuits will be dependent on the success of programs for
the control of narcotics production and trafficking. Vithout effective
control programs, farmers will not be attracted to the developmental benefits
the Project will offer. Conversely, the existence of potential developmental
benefits under the Project will provide an additional inducement to Chapare
coca farmers to cooperate with voluntary eradication efforts. Project
benefits will be offered only to those individuals and communities 1n the
Chapare that cooperate with GOB eradication efforts, and certificates to this
end will be issued after inspections.

The goal and purpose of the Project will be accomplished by expanding
the Project focus to address tne social and eccnomic problems that give rise
to migratory pressures 1n zones of origin of Crapare migrants. If the
evaluation of this model of reducing migratory pressures is positive,
expansion of this Project may be considered at a later date.

The components of the Project are the means for achieving the
Froject's target of reducing migratory pressures through expansion of economic
opportunities. Hecause efforts to stimulate some kinds of economic growth
could exacerbate migratory pressure, benefits must be seen to be fairly
distributed and primarily directed to that part of the population that
actually migrater. A series of socioceconomic studies focusing on access to
critical productive resources such as land and water, as well as access to the
means of commercializing agricultural products will link these factors to
migratory trends. ‘'The studies will identify specific problems in resource
allocation that stimulate migration, and facilitate the design of concrete
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activities to address them. In addition, the studies will examine how
conditions resulting from the migration itself, such as labor scarcity,
constrain the ability of the Project to promote labor-intensive farming
practices or puplic works projects.

The results of the social science studies will assist the Program for
Alternative Development in Cochabamba (PADC), the Project's cnief
implementation agency, in forming a coherent development policy and in
identifying specific activities to reduce wmigratory pressures. This policy
will guide the formulation of the technical activities described below, and
will provide the criteria for evaluating and supporting the work of other
participant institutions.

B. Amendment Components

Cnart 1 summarizes the four basic components of the CRDP, the
activities which will be developed, and the potential participating
institutiens. FEach component 1s described priefly below, and in depth 1n
Annex H.

1. Agriculture and Forest Production Component: $24.1 million ($4.3
million USAID, $19.8 million GOB)

The Chapare-based research and extension activities under this
Amendment will continue to be carried out mainly by the Belivian Institute of
Agricultural Technology (IBTA/Chapare). This component's activities will, as
before, include adaptive research, demonstration farms, nurseries, support for
community extension councils, agricultural credit, farmer training, and
regearch facilities/vocational school construction. As mentioned previously,
efforts related to plant material production will be expanded and
accelerated. New efforts, especially directed to the Associated High Valleys,
will be natural resource managenent, applied research, and eéxtension of
technical packages. These technical packages aim at increasing productivity
and will be designed and delivered for the AHV by the Improved Potato Seed
Service, the Pairumani Crop Technology Institute, the Food Technology Research
Center of the "Universidad Mayor de San Simbn," and the Tarata Agricultural
Technical Institute. The Program for Alternative Davelopment for Cochabamba
(PADC), as the former Secretariat for the Development of the Bolivian Tropics
SDBT) 18 now called under the GOB's reorganized implementation procedures,
will coordinate all phases of this work. Rgricultural production credit
related to these packages wiil be channelled through the Bolivian Agricultural
Bank (BAB) which will be strengthened through Project efforts. (See also
Section VI, B. "Implementatjon Agencies" for descriptions of the participating
organizations.) The Project will provide long and short-term TA to the PADC
and IBTA/Chapare for the implementation of this component.

2. PRural Industry and Marketing Component: $3.8 million
($1.1 million USAID, $2.7 million GOB)

This component will continue to fund specified agro-industrial
and complementary marketing activities in the Chapare, and will be expanded to
fund similar activities in the AHV region of Cochabamba Department. Special
emphasis will he given tc rural industry preinvestment studies and credit.

The Projecc will continue to provide long and short-term TA for the PADC in
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a. Rural Industry Pre-Investment Studies

Rural industry coffers a means of adding value to local
primary products. In this case, rural aindustry efforts will be integrated
with activities in roads improvement, enerqgy production, and credit delivery
to multiply impact. Quality centrol in existing home processing industries
such as chicha making and peanut roasting will be a first study. Possible new
activities to be asgsessed are onion drying and the manufacture of tomato paste
in the home. A second area for pre-investment study is improvement of natural
resource and local talent-based i1ndustries. These will include applying
guality controls and .nnovative design to existing industries such as the
making of musical instruments (charangos), pottery, and weaving.

b. Marketing Studies

Imme-diately following the 1dentification of possible
value-added rural industries, the existence of markets and the competiti-—eness
of local products will be assesscd. The assessment will also consider
necessary infrastructural investments 1n roads, energy and equipment, and the
training of local people 1n manufacturing and business management.

c. Fural Industry Credit

Once pre-investment studies in rural industrial and home food
processing activities, plus the associated marketing potential studies, have
identified via%le 1nvestments, then supporting credit arrangements will be
made. Parallel to decigning these credit programs using presently-available
resources, new avenues for bringing credit tc individual, corporate, and
cooperative entrepreneurs will be explored.

In addition, the Market Town Capital Formation Project
(MTCF), implemented in Cochahamba through the CORDECO/UCF, will be a source of
rural industrial promotion and credit. Up to $5,700,000 of investment funding
{including reflows from the DDC Project) could be programmed for that
purpose. Funding from either MTCF or directly from the CRD Project will be
channeled through appropriate Intermediate Credit Institutions (ICI's).

2. Productive, Transport, and Community Infrastructure Component:
$9.3 million ($5.6 million USAID, $3.7 million GOB)

In the Associated High vValleys, a series of activities will be
funded to improve and/or construct productive, transport, and community
infrastructure.

Examples of productive infrastructure are the rehabilitation of
existing 1rrigation systems, studies of hydrological and other factors for the
design of new irrigation works, implementation of new irrigation systems, and
design and extension of improved on-farm water management practices. These
will be implemented through various arrangements to be made by the PADC.

The Project will also fund the implementation of improved

transport 1nfrastructure in the AHV regions. Upon termination of the Rural
Access Roads 11 Project, the remainder of 1ts undisbursed funds - estimated at
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$2.7 million - will be reobligated to the CRDP for this component of the
Project.

The final part of tnis component will bhe the funding of community
infrastructure. Potable water, rural sanitation, and improvement of existing
electrification will be the specific activities in this category.

The Project will also provide the PADC with long and short term
technical assistance and training for the implementation of this component.

The infrastructure component for the Chapare Region remains as in
the original CRD Project Paper, and is presently being reactivated pased on
GOB progress in eradication/interdiction activities and on the conditionality
discussed in Section 1T71.1{.

4. Investment Fund Cowmpunent: $3.7 million ($1.0 million USAID,
42.7 million GOB)

A significant amount of the Project budget ($1,042,000 in loan
funds and $2,696,000 in local currency) is earmarked for an Investment Fund.
This Fund will permit the PADC to underwrite the work of institutions and
communities with successful records in promoting development activities in the
target regions, and to ccordinate those activities within the framework of a
regional development plan intended to redvce migiratory pressures. The PADC
will receive solicited and unsolicited proposals from PVOs, other
institutions, and community groups to conduct specific development projects at
the local level. These will be evaluated by the PADC in light of Project
goals and objectives. When a precject is accepted for funding, the PADC will
prepare an implementation agreement specifying the terms of performance, and
provide the executing agency with appropriate backstepping through one of the
technical support instituzions snch as the Centro Fitotécnico de Pairumani or
Semilla de Papa. The PADC will earlier have entered into
indefinite-guantity-contracts with the technical support institutions to
ensure their participation in the Project.

o

In all cases, USAID/Bolivia and the PADC will have responsibility
for conducting financial audits and evaluating project results. Through its
sub-regional offices, to be located in Mizque and Chapare, the PADC will
coordinate the subprojects being carried out to insure that they complement
one another within the regional development framework, and to avoid
duplication of effort and inter-institutional competition. By building upon
the work of institutions already active in the region, the PADC will be able
to move quickly into concrete projects that respond to local needs, and to
mold these projects to fit the general project goal of reducing migratory
pressure. In order to provide the PADC with the flexibility needed to manage
the Investment Fund, the disbursement and approved procedures will vary
acccrding to the cred:it amount involved.

To date, the PADC nas been apprcached by several organizations
which operate in the (Cochabamba Associated High Valleys with proposals for
funding the expansion of their efforts in this region. Once this Project
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Paper Rmendment is approved end the Loan and Grant Amendment are signed, these
institutions will be encouraged to develop their proposals more fully.

Bised on progress in voluntary eradication, the PADC and USAID/B
may decide to include financing of certain Chapare region actitivites through

this Fund.

C. Project Beneficiaries

The new Project initiatives proposed by this Amendment will benefit
more than 32,000 agricultural producer households located in the target area
of the Cochabamba AHV region (160,000 people*). A large proportion of this
poputation miqgrates Ly Uhe Thipace for coca-relaterd parposes for part of every
year, although the inigrants usually continue to hold land and to produce in
their areas of origin also.

The AHV beneficiaries fall into two groups. Fourteen thousand
families* residing in the Southern District and Tarata in Cochabamba
Department. (Provinces of Campern, Mizque and Esteban Arce) comprise the first
group. At least 7,000 of these 14,000 families are expected to give up
dedicatina the larger part of their time to coca production in the Chapare.
The rest are residents of the AHV area who will not begin Chapare migration
patterns because of the improved local economy. These people will receive all
the benefits provided by tne Project in terms of financing of irrigation
projects, credit, roads, agricultural technical assistance, and conmunity
infrastracture works. The second group is composed of families who will he
eiployed as laborers as a result of the jobs created by activities financed by
the Project. Considering that the number of labor/days required by typical
agricultural activities per hectare could increase by 44 and 152 for rainfed
and irrigated plots, respectively, the financing of irrigation systems for
5,000 hectares of land will provide employment for about 2,500 households

(12,500 persons).

The Project will additionally benefit directly up to 15,600
aqgricultural producer houscholds who reside in the area of influence of the
Cliza-Punata-Arani-Rodeo road to be improved by the Project. The financing of
this infrastructure work will reduce transportation costs and therefore
increase profit rates for agricultural goods marketed by the above residents.

D. Project Administration

1. Genoral

As in the earlier part of the Project, the key administrative
role will be held by the PADC. However, the Project has, as a result of
recently issued Supreme Decree No. 21660, been transfered from the Ministry of
Planning and Coordination (MPC) to the Ministry of Agriculture and Campesino

* Average family size in the AHV is estimated at 5 people. This is higher
than the Chapare average (3.5 people per household) used earlier, because the
two areas have different demographic structures. The Chapare is a younger
population with many "workers only" migrant households, while the AHV is an
older population, with more complete families.
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located in the Chapare respectively. ‘W'o this end, the PADC will establisn a
decentralized office with adequate technical, administrative, and support
staff in the Chapare.

IBTA/Cnapare will be in charge of all agricultural research,
genetic material production, and extension activities in the Chapare. It will
submit its Operating Plan (OP) and Budget annually to the PACD for review and
approval. The OP will provide a detailed description of the activities which
IBTA intends to carry ouc during ine year, indicating the specific objectives,
projected outputs and targets to be achieved. The budget and 0P will be
presented for review to the PADC, and if approved, subsequently to the
sub-secretary ol the MACA/SSADCCS and USALD as part of the PADC Annual Master
Plan. USAID will approve the Master Plan by means of an Implementation Letter
and then will proceed to disburse the amounts approved in the budget on a
yguarterly basis.

In order to ensure that the implementation of activities by IBTA
is taking placce as described and scheduled 1n the OP and budget, PADC will
monitor 1BTA activities closely. Snould this institution need to change the
target vencnmarks set up in the OP, it will need to get the approval of the
PADC and USAID Project Management. All 1BTA financing and procurement
requests {1.e. operating expenses disbursements, training of personnel,
purchase cf goods) will nhe addressed to the PADC.

The PADC will alsc Le an charge of coordinating Project-sponsored
Credlt activitres in the Chapare with local private and public banks (i.e.
Banco Agricola de bolivia, Banco de Cochabamba, and BIG Beni). The PADC will
present to USALD and SCADCCS, within 60 days after the signature of this
Amendment, a proposal for credit procedures, policies, and elegibility
evaluation criterta which will define the system to be used in the Project for
channeling credit resources in the Chapare and the High Valleys. This
document, to be approved by means ol an Implementation Letter, will define the
roles of USAID, PADC, the 1¢CI's, and PL 480 in the credit delivery process.
All credit grantoed in the Chapare will be based on certificates that the
beneficrary percon and community are not significantly involved in
coca-growing or related activities. The PADC will also coordinate
implementation ot all Chapare infrastructure activities with the SNC and other
Ooryganlzdtions,

3. Associated Hign Valleys

The PADC will be strengthened and decentralized to meet the
expanded requirements of the CeDY (i.e. the extension of activities to the
High Valleys.) ‘The Institutional Analysis {Section V.B.) provides in-depth
treatment of the major organizational lssues involved.

The PALC's fairst task related to tne ANV region will pe to
prioritize Project activities for the area and to negotiate ayreements with
local instatutions to carry out the prioritized activities.

The PADC must ensure elfective integration of the immediate and
medium-term activities of the Project. 'The studies to be carried out under
the four component parts of the CEDP should be tased on. and closely related






5
- 23 -

IV. LIFE OF PROJECT REVISED FINANCIAL PLAN AlD COST ESTIMATLES

Upon approval of this Amendment, the CRD Projoct will pecome $72.3
million effort, with USAID contribuiing $26.5 million, the GOB $34.8 million,
and peneficiaries $1! miliion. Of the USALD monies, $106.¢ million were
previously obligated, of wnich $12.372 million are reprogrammed for the
amended effort. An additional $5.75 million in new grant funds is authorized,
and $3.85 million in loan monics de-obligated from other USAID projects is
reobligated to CRDP as grant funds.

The GOB, which previously agreed to provide $4.) million from PL 480 and
$822,000 from the Wational Treasury, will raise its contribubtion to $32
miliion from P'L 480 {(including $17.5 million 1in Emergency agricultural Credit
Project reflows) and $2.8 million from its direct accounts. The GOB
cuentribution thus rises to $34.8 million over the 8-year amended Project life.

Project beneficiaries will provide $11,000,000 to the Project largely in
In-kind contributions. 'These monies are not included in the overall Project
budget charts, except as footnotes, because their apportionment will only be
worked out as specific component activities are designed.

The following Tables I - 111 detail Project Financial Inputs,
Disbursement , .and Frnancing Procedures.

A. ALL Contiipuvion (Tables 1 and D)

An adititional $9.0 million in grant funds will pe provided by AID of
whicn $1.1% miltion will be rechligated to tnis Project from the Disaster
Recovery Project (511-0981) and $2.7 million from the Rural Acccess Roads 11
Project (511-046%), and $5.75 million are new funds to be provided in FY-89,
90, and <l.

Under the previous grant budget of $4.4 million, a total of $2.26
million 1s being reprogvammed and of the previous loan budget of $12.5
million, tne majority of funds ($10.052 million) are also beiny reprogrammed,
Therefore, the total AID contribution to tis Project (1.e. grant & loan,
previous buldget plus this amendment) is §$20.% million as further detailed in
the Life of the Project Revised Summary Cost Estimates and Financial Plan
shown 1n Tat:le [*.  7The reprogrammed funds under grant and loan ($12.312
million) plus tnis Lmendment's additional grant. funds ($9.0 million) will pe
used as detarled yn Annes FPLLLI.

. Houst Country Contribution (Tables 1 and IT)

A totar »f fQO,BUn,UUU wi1ll be furnisnhed py the GOB under this
amendment , of whach $27,881,000 will come from PL-480 and $1,925,000 from the
GOB Treasury. Under the previous PL 480 budgoet of $4,119,000, a total of
$3,554,000 15 tewny reprogrammed.  $397,000 of the GOB Treasury's previous
budget of $©22,000, 19 Loeing reprogrammed,

* Figures in this table have been rounded and theiefore may not correspond

cxactly to trnose in the detailled cost analysis by Project elements and by
financing sources,
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C. Summary
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D. Financing Procedures

TABLE [T11
Financing Procedurcs Chart
(reprogrammed and new AID lunds)

Approximate

Amounts
Method of Method of Reprogrammed This
Major Elements Implemertation Payment Funds Amendment Taran
1. Agriculture & iost Country Direct 1,265 500 1,704
Fbrvstry ProducL{gﬂ Cont.acts (HCCH) Re{mbutsement
Direct AID Contracts Direct Pay 505 75 580
HCC Tnterinstitutlonal
Apreement Direct Refmb. 1,443 1,443
1I. Rural Industry & Direct AlD Contract Direct L/Com 648 - 648
Mavketing Direct AlD Contracts Direct Pay 110 - 110
HCC Direct Refmb, 40 - L0
ITI. Productive, Transport Direct AIDL Contracts Dircet Pay 41 - 41
& Community Infras- Direct AlD Contracts Direct Pay 100 940 1,040
tructure HCCs Direct Reimb, 549 3,900 4,509
IV,  Investment Fund Direct AlD Contracts Direct Payv 258 - 758
HOCH Direct Keimb, 167 - 167
Inter Institutional
Agreement Direct Reimb. 617 - 617
v. Iwp. Planning & Direct AlD Contracts Dlrect Pay 30 - 30
studies Inter Tustitutional
Agreement Dircet Reimb. 30 - 30
VI. Inst. Building Direct AID Contracts Direct Pay 3,102 3,056 6,158
HCCs Dircet Reimh, 2,982 439 3,421
VII. Evaluations/Audits Direct AID Contracts Direcct Pay - 100 100
HCCs Direct Reimb. - 40 40
Sub-totals 411,887 49,110 400,997
Price/Quantity Contingeucies 425 49( 919

TOTALS 412,312 49,600

508L
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v. PROJECT ANALYSEC

Tne analyses contained 1n this scction complement those done for the
Project Paper prepared in May 1583, adding information specifically for the
new Assonciated Hign Valleys (AHV) activities. NAs three analyses are
exceedingly lengthy (Technical, Institutional, and Socjal), only summaries of
them are included here. The Annexes contain the full analyses.

A. Technical Analvsis

Ove. view

is statoed earlier, the goal of the activities 1In the AHV areas 1s
to promote sustained economic and social development in the region in order to
decrease migratory pressures on the existing population and create the
prokability of return migration by some of those who have already moved to the
Chapare. 7The complaere range of potential development sectors and their
cox:vesponding consrtraints and possibilivies were considered during the design
of AHV actrvities. Tnese 1ncluded: agriculture, nducstry, tourism, mining,
enerqy, infrastructure, health, and education.  The keys to those areas
selected for pkroject attention are 1) strengthening rural areas in production
and prodectivity ond 2) upgrading sctivitiex in cecondary urban centers in
agricultural procecsing, marketing, and such othar urdar ‘unctions as are
linked te ancreased production 1n raral areacs.

The tollowing factors were considered of major rmportance in
defining the technical options for AHY project activities: 1) the
overvhelming :nvolverent of the AHV population in agrrculture and livestock
raisingsy 2} the rural and digspersed nature of AHVYV settlements, 3) the physical
capacity of muci. of the land 1n the AHV arcas for agriculture, livestock
raising, and forestry; 4) the region's cericus infrastructure deficiencles in
tramsport, irrigaticn, aurc-industry and community egervices, and 5) the rapid
degradation of the natural resource base in the AHV. The discussion below
indicates the technical npases for work 1n the development areas chosen and the
technical support for the various options recommended. Sub-project-specific
technical analyses for all medium-term activities will be prepared as part of
the pre-implementation studies to be carried out under the Project. The
Principal Project activity arcas are: natural resource managementy
agricultural production and credit; and irrigation, transport, and community
infrastructure.

2. Agriculture and Forest Production Component

a. Natural Resource Congiderations

The high valleys area of the project zone offers & complex
environmental scenarino. Many of the area's components (i.e., bio-geological,
hydrological elements) are largely unknown. Even less well known are some of
the interdependencies between human activities and the natural resource and
ecosyetem processes. However, while the actusl processes may be hard to
trace, the observable results of ecosystem and human interactions arc the

degradation of the affected ecosystems, including the loss of biological
diversity and of life supporting systems (i.e. hydrological, nutrient cycles).
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2. Rural Industry and Marketing Component

The objectives ot the rural industry component are to: 1) add
value to locally produced or availatle agricultural, forest and mineral
productsy 2) create additional employment over a longer period of the year; 3)
create proructs that can be stored and thus are less vulneranle to seasonal
market gluts affecting fresh producey and 4) create products for local

consumption by a population with increased i1ncome.

Identification of priority projects 1s an 1terative process
involving determinavion both of where lmprovements in agricultural production
and {orest management can be made, as well as the competitiveness of potential
processed or industrialized producis made {rom the local raw materials in the
regional, national, and even itnternational market place.

The rural 1ndustry strategy i1s to:r 1) find those processed
products which are curvently produced and could be improved an! their
production expanded through improved technology and effective marketingy 2)
find crops produced for the fresh produce market or for subsistence that could
pe precessed with resultant added valuey and 3) identify new crops which could
be planted in the region to provide raw materral for industrialization.

Credit will be provided to qualifying sub-projects, that is, to those that {ir
the strategy.

Examples of small, profitable industries where the requisite raw
material and eneryy resources are available in the area include: 1) chicha
production where i1mprovements can be made 1n quality control, bottling, and
marketings 2) peanut marketing through improved post narvest handling and
processing,y 3} production of musical instruments and furniture by assuring
wood supply through improved forest management and wider marketing, and 4)
ceramic production around Aiquile and Tarata through better use of appropriate
clays and censtanc supplies of fuels (wood or crude oil) leading to production
of a highly versetile range of products including tiles, bricks and pipe,
decorative and utllitarian pottery, art works, and a wide variety of specialty
products such as junction boxes, crucibles and other high refractory items.
Assessing potential benefits from processing primary materials now produced in
the area will be a high priority for the pre-1nvestment studics planned.

3. Production and Transport Infrastructure Component

Irrigated agyricultur:, potable water, and electrification will be
the major emphases under Production Infrastructure, while rural roads will he
the main focus of the Transport Infrastructure efforts.

Irrigated agriculture efforts in the AUV will have five basic
objectives:
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(1) Creation of new employment, irrigated lands use a larger
labor input.

(2) Increase 1n farm labor per-hour remuneration as a result of
the higher net production levels.

(3) Contribution to a more cguitable distribution of income in
the region.

(4) Reduction and/or transfer to the irrigated areas of the
animal load on the upland grazing areas; and

(%) Avoidance of excessive salinization and alkalization of the
irrigated areas,

The attainment of these ohjectives is constrained py several
factors, which will be addressed by the Project:

1) Scarcity of available water;

2) Limited intrastructure to distribute irrigation water)

3) Deficient farmer training in sustained yield management of
improved irrigation infrastcucture, and

4) n very low level of farm knowledge of potential (new) crops
to he cultivated at the different zonal altitude levels.

Irrigation water in tne AHV region comes from surface runoff
water, pumped ground water, and stored dam water. It serves different
purposes, including: (1) replacement of absent rainfall during the dry spells
of the rainy season, (2) reinforcement of deficient rainfall during the entire
rainy season in the drier valleys; (3) preplowing irrigation (between June and
Septeinber) for normally rainfed crops; and (4) dry season irrigation of dry
season and perennial crops.

Due to the scarcity of 1rrigation water in the Southern part of
the department, irrigation development as a rule will be concentrated on the
flatter soi1ls where erosion caused by irrigation will be of little
importance. Where irrigation may ocassionally be developed on sloping land, a
program of soi1l conservation will be carried out to avoid washing away the
usually non or slightly cohesive soils.

Full scale construction of the potentially planned irrigated
agriculture 1n the AHV regions could provide permanent work and income for
some 25,000 families. However, it full construction occurs, the increased
production may create an unprecedented burden on the Cochabamba regional
market, which surplus should be channeled into agro-industry, as described
elsewhere. Also, it is possible that unemployed mine workers from the
Altiplano w~11l migrate to the region to take advantage of the jobs created,
causing stress in the project area as they displace local labor. Therefore,
social and production developments will be carefully monitored and guided into
an inter-related development plan.



- 34 -

Estimated costs for the proposed irrigation works are:
$700/hectare for improved irrigation systems, $1,500/hectare for newly
irrigated land.

(2) Potable Water

There is almost no piped domestic water in the rural and the
small urbhan communities in the socuthern end of Cochabamba Department. In a
few of the larger urban centers, water connections exist in rudimentary form.
In several cases, clustered rural communities have gone to great lengths to
obtain village drinking water, often utilizing their own funds. This is an
indicator of the importance given to having a dependable, close-by supply of

clean water. The Project will collaberate with chosen communities in
providing water and sanitation systems to raise economic, health, and
convenience 1indices in the areas selected. 'The technologies to be used in

these efforts will be those proved effective in the Rural Sanitation Project
(511-0458).

(b) Electrification

One of the purposes of supporting a regional development
strategy in the southern district is to promote the rational councentration of
agro-processing facilities and other services in urban centers, which would
then constitute alternatives to Cochabamba as population growth poles. An
immediate limitation to thig goal is the lack of reliable sources of
electrical power in central communities. At the present time, both Mizque and
Aiquile are served by diesel generators which operate only a few hours a day.

The Project will focus initial efforts on improving the
existing electrical saystems of Aiquile and Mizque as part of a more general
regional development strategy. The PADC will encourage the design of a plan
in which users pay the true cost of the electricity they consume. In later
project stages, the PADC will underwrite a feasibility study for developing
hydropower in the southern district, plus the preparation of a regional
electrification plan.

(c) Rural Roads

At the termination of the Rural Access Roads II (RR II)
Project in Decomber 1987, activities in the AHV region will be incorporated
into the Chapare Regional Development Project (CRDP), as described earlier.
Activities for 1988 include: 1) termination of possibly uncompleted roadwork
between Angostura and Arani, and between Mizque and Aiquile) 2) improvement of
107 kilometers of road between Arani and Mizque; 3) construction of five
bridges in the upper valleys of Cochabamba, and 4) analysis of other possible
road and bridgework needs, especially in the arez of RAiqguile and possibly in
the Chapare, with communities which have significantly reduced coca production
through voluntary eradication. The technologies chosen for this work will be
those that worked well under the RR II Project (511-0466) and are described in
the related Project Paper.



B. Institutional Analysis

l. Overview of Proposed Organizational Structure

The CRDP since its inception has been implemented with the SDBT,
now renamed the PADC, as its central coordinating agency with major Project
components being administered through inter-institutional agreements with
IBTA/Chapare and other organizations. The original Project Paper analyzed at
length the options for this basic Project implementation structure, whicl.
continues under this Amendment, with some refinements. Therefore tnis Section
does not analyze the structure further, but only describes the changes to be
made to it and the justifications for the changes.

Based upon Project experience working with the SDBT and
recommencations from the Implementation Planning Studies, two key, although
minor, changes in project implementation will re made under this Amendment.
The first of these i1e the decentralization of the PADC by creating two
sub-project implementation offices, one in the Cnapare and one in the AHV
region. 7The second is the creation of a separate PADC Planning and
Communications Unit.

NDecentralizing the PADC will place personnel in the actual areas
of Project activity, which step will increase staff knowledge of the nature of
the problems they are facing and enable them to more effectively coordinate
responses to these problems, in line with overall project objectives. A
strong Planning and Communications Unit will provide a "niche" for building
socioeconomic analysis capacity into the Project and will serve as the primary
institutional link between the PADC and other organizations.

In *he revised organizational structure, the primary role of the
PADC will continue to be that of a coordinating unit rather than that of an
agency directly involved in project implementation. The Planning and
Communications Unit will pe the main point of contact with the insticutions
working with the PADC, while the Technical and Financial Units of the PADC
will provide backstopping in their particular specialties.

2. Structure and Function of the PADC

a. Overview

Figure 1 illustrates the proposed organizational structure
for the reprogrammed CRDP. It contemplates a decentralized PADC, composed of
sub~-regional offices in the Chapare and the Scuthern District, which will be
charged with monitoring and coordinating specific field activities. General
coordination of overall activities will pe the responsibility of the Office of
the Director, to be based in Cochabamba.
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Benefits to be based on the estimated increase in gross revenue
accruing to the f{armer,

Cocets based on the increment in costs of production (increase in
the use of agrochemicals, credit, improved seads, improved
technoloqy, etc.)y

Internal rate o! return and benefit cost parameters calculated
for a sample of representative crop patternsy and

A marketing stuwly for the domestic and internat ional markets in
order to cvaluate the demand, quality standarde, price, wmdarketing
procedures, and other constraints in each type of market.

Credit

An economic analvsis {for this component will fdraw on the c¢conomic
r 3 above, and will consider the following:

Profitabtle labor intensive crops must be rdentified.  Fach crop
has to be stulicd thoroughly to assure that tbe farmer will be
able to repay when credit is channelled to finance crop
production, Otherwrse, funds can be diverted and used for
illicit purposecs.

A cradit Jdemand analysis must be done at the farm level that will
explicitly determine the amount nceded per averaan farmar and the
purpose of such aredit,  Demand will depend, among other things,

on the crop to i+ cultivated, the technology to be used, and the

type of land (1rricated or non-irricated) vnder cultvation.

Effective control procedures smst b put in place to quarantee
the prop=r ase ol {fands,

A timely, pronpt, and offective cradit channelling process will
be designed in order to attract credit demand and satisf{y the
farmers' needs,

Impact of credit on henefit/cost ratio should ne calculated.

Rural Industry and Marketing

undertaken.

Project feasibility studies for each small industry will be
These studies will include:s

Marketina studiecs for tne domestic ard international markets
including demand and price analyses, quality standards, marketing
procedures, otc,

Infrastructure constraints such as the lack or water, enerygy,
roads and their effect on production costs.
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Thorough analy:s:s of nput availability (wood, clay, corn).

Financial analyses 1ncluding tenefits from the production of
processed produccs and 1ncreasiod input production and its impact
on income and employment at the agricultural and manufacturing
lavels.

At the small andustoy level]l, calculations of rate of return,
costs and bhenetites,

Productive, Transport & Communmity Infrastructure

A, Productive Infrastructure

Economic andlysis for irrigation sub-projects will depend

heavily on the type of crop(s) to be cultivated and the size of each system,
A benefit/cost and TER analvsis should be undertaken for projects exceeding
Uus$200,000.

include:

These will i1nclude;

- Crop vield estimates under 1rrigated cultivation.

- Benefits from rrrigation for increased agricultural
production, livestock breeding, and other farmer activities,

and thelr etfect on enmployment and income.

- Costs of rnvastment and maintenance (if appropriate) of the
irrigation systemns,

- Calculation of costs and benefits and rate of return.
Potable water and electrification economic analyses will

- A demand analysis to determine the size and type of the
sub-project reauired, and thus, the magnitude of the
investment .

- L financial analysis to r1nclude investment, operating, and
financial costs that will determine the price at which this

service will e provided.

b. ‘Transport Infrastructure

For major road and bridge construction (e.qg. lnvestment over

U.“}$200,()00), tne cconomlic danalysis will includes

- Baste Jdata from sample surveys on the numper of people
affected, relative i1mportance of the agricultural area,
crop production, potential yield improvements, potential
migration, ete.,
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- Estimates of benefits from road and bridge construction
and/or improvement of increased agricultural production
and commercialization and ite impact on rural residents'
quality of life.

- Calculations of costs of road construction investments,
operational costs, maintenance costs, and tinancial costs
to determine costs and benefits, and rate of return.

The success oi the Project hingrs on two key issues:

1. First, economic, and social incentives to abandon coca
production must exist to induce significant numbers of farm families to move
out of tne Cnapare region. As long as coca production is highly profitable
and relatively risk-iree, this will not occur. Thus, a basic assumption of
the Project 1s that the Government will take action to significantly reduce
the profitability of coca production by depressing the demand for coca - -
through destruction of processing facilitics, and interdiction in the movement
of precurscr chenicals, etc. At the same time, 'he cconomic 1i1sks of ongaqglng
in coca production must be significantly necreased by the §luctuations to be
created in coca prices.

1i. The Rhssociated High Valleys region must tave sufficient
land and otner resources to absort the retarning farmers.  Two ohservations
are relevant here: (a) many farimers »f the Chapare region already have land :in
the Associated High Valleys and will be returning to their farms 1{ coca
production is no longer profitable (It is not known how many farmers are in
this category.)y (b) Tt is not expected that a majority of farm families
moving out of the Chapare region will settle in the portions of tne Associated
Hignh Valleys area recciving CRPP anvestments in this phase of Project
implementation. At this staas, the AID Project will concentrate on developing
the portion of the AHV area which has the best potential and the greatest need
for infrastrucrure. If this f{iist phase of the Project proves successful,
additional funds will be souant to help relocate additional thousands of farm
families into other portions of the High Valleys region and nossibly into
other locations,

E. Environmental Analysic

1. Overview

Tnis report deals only with environmental issues for the
Associated High Valleys component of the CRDP. The Chapare cnvironmental
study remains as approved for the original Project Paper in 1983.

A preliminary assessment and field verification of the actual
environmental conditions prevailing in the AHV region was performed in order
te prepare this Amendment. However, the impact of individual sub-projects can
only be assessed as these are developed in detail.
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. Fstablish a special rural extension committece coordinatest sy
the Communication/Coordination Unit of tne PADC and consisting of moembers of
the instituticns executing tne reseairch/extension activities 1o the Project
area, personnel from tne radio und news woeeklies active 1n tine reglon, and the
tecnnical advisors for specifrc activities {e.q., watershe:dt management, and
animal husbardry). ‘I'ne function of this cormittee should e to plan and
design promotional and educational campaigne on dif feront activitie:s eoxccuted
in the Project area. ‘ihis c/ucational effort will 1nclude jaotection ol the
environment.,
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5. MWNational Road Zervice (SNC)

Tne EHC wall enntarue as tee prancipal oanplementing agency of
USAID's Rural Accoss hoads 11 iroject (S11-04006) untit tnat i fort ends on
December 2:, 1987.  On Jamiary 1, 1932, 1t wili recome the amplementing agency
for trancport infrastructure uncer tae Rural Infrastructure conponent of the
Amendec Crixk. “"his will be aceonplisne?! under a tormal inter-i1nstitutional
agreement negotiatad and signed with the PADC.  The Mission s currently
processing a deobligation of tre hural Fouds 11 cxcess pipeline, which will fe
teobligated to the CRDP for Tur L Infrastiucture 1n rotn the A=sociated IBNGIN
Valleys and tre Cnapare.

. Pariuman: Crop “Vecrnology Institate

Palrumany s o privat:, non-prof it agricultural rosearcn
institute Wwhich specializes in developing wnprovedd varieties ol cereals
adapted to the specific agronomic and socioeconomice conditions found in
different arcas of Bolivia. it w1l provide the Project witn research and
extension cupport in cercals and associated crops.,

. loproved Potaro Secd Service (LEPR)

SLEPA conducts research on improvad varileties of seed [otatous.,
It offers training 1n the scloction of secd potatoes and provides o credit
program to faciiitate the acquicition of improved secd by termers. It will
support tne Projoect in teoe improvement of jotato production, sarticularviy an
upland areas without irrigetion,

. Land Use Capecity Irstitute (CUNAT)/Center for Conservation Date
(Che)

CUNAT/CDC dre jaivate, non-pof it yesearcnh institut:ons wiicen
have already workad witt the PALC in land use ptanning.  Thev vil) gunist tne
FADC 1n dosignming an! imfplesonting river pasin manaygyement stratoegles in arcas
where tne Project Lls suppOrting tne expansion anc improvement of 1rrigated
agriculture. CNC will cooperate witn CUMAT 1n conducting mological diversity
studies.

9. Cochabamba Reqgional Development Corporation (COKRDECQ)/Swiss
Technical Cooperation (COTESU)

CORDPECO/COTESU 15 a long-term forestry support project which will
contritute researct and tree stocr for reforestation to that part of the
Project wrich deals with river ba:in management. COEDECO/COTESU will also
implement o reforestation plar.  This Joint effort has designed and will
implement o plan {or the Vacas area with support from the PADC,

I, Advanced TFPorestry vecnnicil School (1:171)

The LTE 15 a torestry school estardished under the khest German
(GTZ) technical assistonce Pissilon to Bolivia. Until now tne school hig
focused 1ts rescorch and trairing efforts on humid troprcal Torest
management.  Under the moeditica CRDP, the ETF will roeceive support to permat
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JARRATIVE SDAMMARY

OBJECTIVELY VERIFLABLE INDICATORS

HEANS GF VERIFICATION

IMPORTANT ASSWMPTIONS

=Cozplementary private
sector rescarch and
place.

-Diffusion of agricul-
tural and forestry tech-
nical packages to
improve the agro-forestry
production of small farmers
established in the Chapare
and AHV,

-System in place for res-
ponding to supply-demand
relationships between pro-
duction and marketing.

Agricultural Credirc

-A self-sustained credit
system established

which includes realistic
interest rates for both
short and medium-term
savings mobilization.

Natural Resources Mana-
gement

~Continued and increased
protection of fragile
land areas and ecological
systems in the AHV,

=Improved land use capa-
bility due to conserva-
tion measures.

Rural Industry & Marketing

-An information clearing
house for lpcal/regional
markets established.

b.-Lend. .g institution credit records.

~Yearly progress reports from
SDBT.

c.~Final reports of natural resource
managenent studies completed and
submitted to USAID/B.
~Regular reports of T.A. teanm
members.

2,~Periodic evaluation of project
. components,
-Final project evaluation.
-USAID/B Project Manager's
periodic site visits.

-No severe or prolonged
weather or other eavicon—
mental conditions occur
which affect agriculcrural
production.

b, -Commercial Banks continue
to be interested in
developrent lending.

-Coca prices go below costs
of production as & result
of interdictior :fforts
and farmers seek credit
Tesources to develop alter
native crops.

c.—-Farmers are willing to
participate in envirommen-—
tal protection activities
and these activities arz
implemented.

2.-The incentives for invest
ment established by this
project are sufficient to
encourage firms to enter
the economy.
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PARRATIVE

S MHMARY

OBJECTIVELY

VERIFIABLE INDICATORS

MEANS OF VERLFICATION

IMPORTANT ASSI” "TLIONS

4

-Procedures es-ablished for
identifying, testirg the

feasibility of and finan-
cing both large and srmall
scale agro—industry pro-
jects feor the Chepare and
ANV,

=Commodity processing &

zarketing systems established.

Productive, Tramsport &
Cozmmunity Infrascructure
—Increased productivity in
farms due to provision cf
irrigation in AHV.

~improved water management
practices being utilized.

—Reduction ir cost and time
iovolved in passenger and
commercial tramsportation
because of the upgraded
rural roads.

—-Improved market access for
farmers,

~Iucreased nunber of AHY
dwellers using acd benefi-

ting from potable water and
electrification systems.

Investment Fund
-Systens established for
identifying and evaluating
subpro ject proposals

for farmers'assistance

in the AHV.-

-Periodic field visits ty USAID/B
staff.

~Yearly progress reports from SDBT.

—Records of credit lending inscitu-
tions.

-Reports from private sector
enticties.

3.-Reports of implementing
organizations.
~-Periodic field visits by pro ject
staff,

4,-Periodic evaluations of orga-
nizations funded comparing
field resulrs with target
benchmarks of subproject
proposals.
~Yearly progress reports from
PADC.

3.~Sufficient water resources

or irrigatiosn and potable
water systecns,
~Active participation of
local farmers.
~Efficlent construction &
maintenance of rural roads
by Bolivian -zourrerpart
executicn organications.

4. ~Private voluntary organi-

zations and public insti-
tutional operating in the
AHV are willing and inte
rested to participate
actively in the project.
—Organizations to be
funded present to the
project subproject pro-
posals that address the
needs of the AHV far-
wmers,
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NARRATIVE SU*MARY

OBJECTIVELY VERLFIABLE INDICATORS

MEANS OF VERIFICATION

"TMPORTANT ASSWMPTIONS

5. Institution Building

-An organizational structure
established for managing

the delivery of inputs and
coordinating with the coca

control program.

5. 5.
-Final project evaluation.
-USAID/B project manager's
periodic site visits.
~Reports of T.A. teamw
member s.
~UWSAID/B Controller's

records of pari-passu
performance.

—Yeerly progress reports from
SDB1 and IBTA/Chapare.

~Interested organizations
are willing to coordi-
nate with the SDBT
within the adaoinistra=
tive framework set up in
the project.

-GOB provides its contri-
bution on a timely basis.,
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T NARRATLVE SIMMARY

OBJECTIVELY VERIFIABLE INDICATORS

MEAKS OF VERIFICATION

IMPORTANT ASSIMPTIONS

Derailed Summary of Pro ject
Activities by Project Cozponent

i. ACRICILTIRE AND FORESTRY
PRODLCTION

A.  Chapare Develosament
Activities

1. Research and Extension
~-Professional resecarchers,
extensionists and para-
professionals hired and
trained.

-Techndlogical packages
applicable to ecology &
agro—forestry potential
of Chapare developed.

-Model farums established
throughout the region
to serve as training
and demonstration loca-
tions for farmers and
para—technicians.

~Farmer training sessions
carried out.

-Tech. transfer information
messages produced and
diffused.

~Number of research,
production and research
subpro ject under
execution.

-=Number of hectares

*in Chapare using genetic
material produced in
IBTA's research stations.

95

35

150

162

253

1,312

90, 981

Research and Extension
~Periodic evaluations of project
compouents.
-Regular reports of T.A. team
oewmbere.,
will be available to
work with technical
advisors.
—USAID/B project manager's
periodic site visits.
~-Final project evaluation.
IBTA records.

GOB makes budget provision
for and provides its
contribution on a timely
basis.
1. Research and Extension
-Personnel available and
willing to work in pro-
Ject nreas.
-Qualified counterperts

~Technical advisor hired
on a tizely hasis.
-Sufficiect number of
Chapare farmers Iinte-
rested in coming pars-
professionc 5.

~Small farmers willing
to work with IBTA exten
tion ageats. -
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JARKRATLIVE SUMMARY

OBJECTIVELY VERUFLABLE INDICATORS

MEANS OF VERIFICATION

IMPORTANT ASSIMPTIONS

i\

2

Agricultural Production
.-Techaological packages

applicable to ecology
and agro-forestry
potential developed for
the dry and irrigated
areas of the AHV.

~Professional researchers,
extensionists and para-
professionals hired and
trained.

~Farmer training
sessions carried out.

-Tech. transfer information
messages produced and
diffused.

—-Paraprofessional and
professional research
training sessions carried
out.

-~-Professional research
staff in receipt of
short—term training abroad.

-Comprehensive cropping
systems and livestock mana
gement studies completed.

~Inter—institutional agree—
ment signed between the
SDBT and at least 5 Boli-
vian agricultural research

and extension organizatioms.

110

100

173

63

25

Agricultural Producticn
a.-Agricultural research organi-
zations' records.
-Reports of T.A. members.
-SDBT yearly reports.
-Project staff site visits.

2. Agricultural Production
a.-Sufficient number of agri-
cultural research organiza-
tions willing to partici-
cipate in the project.

-Smpall farmers willing to use
improved genetic material

-and improved agricultural
rechnologlies,

-Farmer supplies will be
readily available at rea=
sonable prices.

-Research and extension
personnel available and
willing to work at the AHV.






Page Y ot 12

NARRATIVE SIMMARY

OBJECTIVELY VERIFLABLE INDICATORS MEARS OF VERIFICATION THPORTANT ASSWMPTIONS

1v.

-Short—tern farmer train-
irrigation courseé carried
outl. ’

-Short-term in-country profes=
sional straining irrigation
courses carried out.

-Medium scale irrigation
systems completed re-
presenting 470 new
hectares irrigated.

-Upgrade and rehabilitate
the irrigation systems
of 860 hectares.

~Upgrade the electricity
systens of Aiquile and Mizque.

—-Carry out an electricity
pre-investment study.

—Construction completed for
rural potable water systems.

-Improvement of
of rural roads.

—Construction coapleted
for bridges.

INVESTMENT FWND

—Construction completed

of irrigation systems for
1,230 new hectares.

—-Upgrade and rehabilitate the
irrigation systems of 890 has.
~Inter-institutionsl agreements
signed between the-PADC and at
least 15 organizatioﬁs to assist
the dwellers of the AHV.

44 —Final evaluation. -Active parti-‘pation of AHV
farmers in water management
learned practices.

11 —Cgpable organizations are
identified and contracted for
constructing irrigation
systeas.

2 -GOB makes budget provision for
SNC and provides its contribu-
tion on a timely basis.

860

2

1

io

200 kas.
8
Iv. Iv,
1,230 -Reports of organizations being -Sufficient number of private

financed.

public organizations interes-—
—SDBT report.

ted in submitting subproject

890 ~Field visits by USAID/B staff. proposals to the pro ject.
—Annual project audits and -Interested organizations
15 evaluations.

willing to participate acti-
vely io the project.
-Subpro ject proposals fulfill
the requirements set forth by
the pro ject.
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FARRATIVE

SauiAlY

L ERiILAL

MEANS OF VERIFICATION

TAPORTART ASSWMPTIONS

V.

-At least 30 subpro jects approved
for financing the implementation
of projects in tha AHV.

IMPLEMENTATION PLANNING STUDIES
-At least 10 planning studies
(e. g. anthropological, agri-
cultural and forestry) completed
in the AHV to be used as baseline
information for tnis project
amenunent.
INSTITUTICN BUILDING
A. PADC
l.-Carry out reorganization
creating a new division
of planning, communica-
tion, and institutional
developnment. '
-Decentralize the PADT. by
creating sub-regional
offices in tha Chapare
and the Southern districts.
2.-PADC functioning as overall
project coordinating body.

80

10

10

~Final reports of studies
submitted.

A,
1.-USAID/B project staff visits.
~Reports of T.A. team members.
-Evaluations of tudget and
fiscal status.
=SDBT reports.
-5DBT's annual Cperating Plans.

2.-An adequately staffed executive
and adeinistrative structure
functionircgz to plan, monitor,
and control the izplementatinn
of the Chapare Project and serve
as it central coordinating
entity.
~Evidence of change occuring in
the Chapare and AHV as a result
of SDBT's project coordinating
role.

-Reports comply with the terms
of the ISAID/B contracts al-

ready signed.

1.-Timely arrival of T.A
-Willingness of implementing
agencles to cooperate in
executing project.

2.-Authorization and appropri-
priation of operating funds
to meet its project reponsi-
bilities.
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NARRATIVE ST RY

OBJECTIVELY VERIFIABLE INDICAIURS

MEANS OF VERIFICATION

IMPORTANT ASSWMPTICNS

VII,

0496L

EVALUATIONS/AIDITS

Pro ject implementation
evaluations -arried out.
Pro ject audiis undertaken



ANNEX B

Certification Pursuant to Section 611 (e) of The Foreign

Assistance Act of 1461, As Amended

I, G. Reginald van Raalte, the principal officer of the Agency for
International Development 1n Bolivia, having taken into account among other
factors the maintenance and utilization of projects 1n Bolivia previously
financed or assisted by the United States, do herevy certify that in my
judgement flo.:via nas voth the financial cipavility and human resources
caparility to ceffectively maintain and utilize the capital assistance

project: Chapare Regional Development, Amendment No. 2.

"

/ ' L .
Y /(SS Vv cin gt o~ G S
/ G. Reginald van Raalte

Director, USAID/Polivia

November 23, 1987



ANINEY C

State & La Paz Cables re Project Paper Amendment/

Narcotics Strategy

UNCLASSIFIED Cables STATE 385148, LA PAY 11824, and STATE 65511 are attacher.

CLASSIFIED Cables T.A PA7 10184 dated Novemper 26, 198G, LA PAY 9546 dated
October «, 1947 and LA PAY 9548 dated October 7, 1987, are availaple from

Central Files, AID/W and USALID/Bolivia.



ANNEX C
Ree'd 12/14

File: PD&I

AID AMB DCM

R WVZCZCLPOUSB1 LOC: 492 4]
12 DEC 87 ¥126

00 RUEBRLP - Action: ARD CN: 48561

DE ‘RUEHC #5148 3460129 Info: A/D CHRG: AID

ZNB UUUTY:ZZH EXO DIST: A1D

0 1201222 DEC 47 PD&I/CONT

FM SEGSTATE WASHDC C/RF 3/ SF

Q_AMEMBASSY LA FAZ; LIMA IMMEDIATE IMMED IATE 3176
St b th PAZ /2872
UNCLAS STATE 385148 Reply due 12/15 ) A e

Acti
AIDAC LA PAZ FOR LESS, LIMA OR REMS/SA HOWARD CLARx  Crion tkn 2{%4%;;7
2 /[:
E.0. 12396:8: N/A
TAGS s .
SUBJECT: = PREPARKATION OF ENVIRONMENTAL ASSESSMENT FOR
AMENDMENT NO., 1 IOR CHAPARE RECIONAL DEVELOPMENT PROJECT

RE¥S: (A) L& PAZ 11824, (B) HESS5/HESTER TELCON .12/7/87

1.  CEQ. HESTER APPRECIATES .MISSION URGENT ‘NEED, TO DRAFT
ENVIRONMENTAL ASSESSMENT (EA) FOR IMMEDIATE -ACTIVITIES
IN ELIGIBLE COMMUNITINS II' THI CHAPARE, FOLLOWING
ERADICATION O KXISTING COCA ¥i%LDS, 1IN REFTEL (A),
MISSION STATFD PLANNED ACTIVITikS INCLULE STUDIES FOK
PLANNED IMPROVEMBNT OF 14 x1LOMETERS OF FARM TO MARKE'
ACCESS ROAD, PLANTING LEGUMINCUS GROUND GOVER, -EXPAND ING
THE PRODUCTION OF THADITIONAL AND NON-TRADITIONAL CROPS,
AGRIGULTURE CREDIT EXTENSION, AND EOG FATTENING.

¢ IN REFTELCON (B) MISS5ION REQUESTEL ASSISTANCE
IDENTIFYING ISSU&S TO BE ADDRESSED IN EA AMENDMENT NO. 1
FOR -CHAPARE REGIUNAL DEVELOPMENY PROJECT (CRDP). . WITH
RESPECT TO ACTIVIYIES PROPOSED -AROVE, -THE FOLLOWING
MAJOR .ISSUES SHOULD BE THEATED:

= ROADS: 7TYi DIKECT IMPACT OF ROAL HERABILITATION,

IMPROVEMENT L1 MAINTENANCE INGLUDE EKOSION, WATER
QUALITY, AKD {OuGSTREAM EF¥ECTS FROM CHANGES 1IN
DRAINAG™. Ruzd CONSTRUCTLION MATERIALS ANL SOURCE OF
FITL NEFL %C BE ADEQUATFLY S®LiCTED NO% OUNLY TO PROVIDL
LONG " xi¢t L0O4D USE, RBUT ALSO TO PREVENT ANY I[MPACT CN
THE SOUHCE altEA.  LYHOUGE PEREAPS NOT AN IMPORTANT
CONSILSHATLON Ii THE PEESENT INSTANCk, INLIRECT IMFACTS
OF XOAD IMPROVEMENT AND MAINTENANCE ACYIVITIES THAT NEED
TO BE ANALYZED INCLUDE THE CHANGES IN LAND USE DUE TO
SPONTANEOUS COLONIZATION, POTENTIAL INCREASED
DEFORESTATION AND LOSS OF EIOLOGICAL DIVERSITY, &ND
INCREASYD FOFULLTION PRESSURF IN CLOSE PROXIMITY TO
WATERSHEDS .

= PESTICIDES: SCWING FIELDS WIUh (NATLva) LEGUMINOUS
GROUND COVFR, AND THEN EXPANDING ThE PHRODUCTION OF
TRADITIONAL AND NON~TRADITIONAL CROES MAY RESULT IN
INCREASED USL U FERTILIZER AND PESTICIDES, PLOVIDING A
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FOR LAC/CEO J. BESTER AND HEMS/SA HOWARD CLARK

E.O. 125586 N1A
SUBJECT: ENVIRONMENTAL ASSBSOMLNT AMENLUMENT NO. 1 KFOR
- ChAPARE REGIONAL LEVELOPMENT PROJECYL,

REF.: HESS—CLARK THELECON 11/z5/8Y

1. USAID/BOLIVIA APFRxCIAYTSS OFFER IN REFTELECON OF
ASSISTANCE OF REMS/SA CLARs YOR DKAF1ING AND RECCMMENDLNG
APPROVAL OF EA ASSESSMENT KFOR IMMEDIATY ACTIVITIKS IN
ELICIBLE COMMUNLIYIES 1M 15E CrePAEE, 1.E. 1POSE WEC AKE
CERTIFIED AS hAVING RATIFIED 7¢. Cr ThRIR EXISTING COGP
PIELDS., TEX FIRST SUCH CASE I8 ThE VILLA NUEVA AKsA
WEICH EAS RhALLCATED APPROXIMAT-LY 3ob ErnCTARES COF
CCCA (7¢%). IMMEDLIAT= ACTIVv1IAI.S IMUCLUDE TES TRCENICAL
STUDIES FOR AN ACTUAL LMPHROVEMERT OF 14 KLILOMETERS OF
FARM TO MARKET ACCESS KOAD, THr SOWIN: Or A& PORTICH Ck
TFE ERADICATED hiCTArzS W11k LiraUMINOUS GAOUND COVEZR,
TEE EXPANSION OF CULTIVATION OY PEKENNIAL ANL ANNOAL
CROPS, AND TFE PROMOTION OF BOG FATTENING BY ELIGIBLE
FARMERS. WwE wlLL FrGls 10 COLLZCT AND ANALYZE
INFOEMATION WEICH Wk-JUDGE AS IMPCETANY rOK TEE EA
AMENDMENT BUT wk wILL haED IMMELIAYE ALVICE FRCM YOU

RY NO LATER TdAN DECEMEER 24 ON rLL FACTORS WEICE SsQuLD
PE CONSIDERED. Wk UNDERSTEND TraT kkmS/Sp wILL TFh
CONSULTING WITB LAC/CEC UNTIL AEOUY DECHMEER 11 AND OUE
INTENTION 18 TO FROVIDE TEE A AMERDMENT REYOnE TEAT
DATE TO FACILITE'E LAC/CKC AFFxUVAL. PLEASs ndVISE.
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-2) JINSTITUTIONAL ROLES/RELATIONS RELATIVE TO THE NEW
ACTIVITIES IN THY EIGHE VALLEYS OF COCHABAMBA ARE NOT
WELL EXPLAINED IN ''HE AMENDED ANNEX I, HAVE
IBTA/COCEABAMBA(AG., KESEARCE AND EXTKNSION) AND CORDECO
(IRRIGATION SYSTEM REHABILIATATION/EXPANSION) AGHEED TO
COOPERATE MORE CLOSELY WITE SDBT THAN IN THE PAST?
GIVEN THE NEwWLY EXPANDED AREA OF TEL PROJECT, WILL THE
ROLE AND COMFOSITION OF CODICH LEMAIN THE SAME?

--3) THE wISDOM OF NE¥/CONTINUED EFFORTS AT THE
CHIPIRIRI EXPEHIMENT STATION IS QUESTIONABLE IN LIGHT OF
THE EVALUATION REPORT FROM SEPTEMBER 1986, WHAT IS THE
RATIONALE FOR TEIS USE OF FUNDS OVER OTHER POSSIBLE USES
IN THE CHAPARE OR THE HIGE VALLEYS?

--4) THE REQUIREMENTS FOR CEAPARE COCA FARMERS TO
RECEIVE PHOJECT EENEFITS IN THE HIGH VALLEY REGION IS
NOT CLEAR. IS THEEE £ QUID PRO QUO AGREEMENT INVOLVED
OF COCA ERADICATION ¥OR PROJECT RBENE¥ITS? IF SO, THIS
SEOULD BE CLEAxLY DEFINED FOR POTENTIAL PROJECT

RPENEFICIARIES ON AN A PHRIORI RAIS. WHITEHEAD
BT
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ANNEX D

BOLIVIA

THE GOVERNMENT OF ROLIVIA'S THREE-YEAR ANTI-NARCOTLICS PROGRAM
SUMMARY INFORMATION PRESENTED AT ‘THREE INTERNATIONAL COMFERENCES
BETWEEN DECEMBER 1986 AND MARCH 1987

Translation from GOB report
April 1987


http:GOVERNME.NT



http:geTnersoci.hl

Page 2 of 14

have been undertaken at a high political cost to the national government due
to the presence of foreign troops in our country. Nevertheless, the
Government is convinced that only throuqgh measures like these can this problem
which afflicts humanity be solved.

Failure to confront the problem of drug trafficking in a determined
manner will unauestionably result in higher costs for Bolivia and the
international community at a later time,

Guided by this principle, the government and tne people of Bolivia ask
this forum to consider carefully this document describing our Three Year
Anti-Narcotics Program.

I1. THE PROBLEM OF DRUG 'i‘l_‘:}:\'I.".li'L(i}_\'.II\JG IN BOLIVIA

a. The Production and the Consumption of Coca

The production of cocalne uses a btasio ingredient (the coca leaf)
that has nn najor harmful properties.  Coca hag been cultivated in
micro-regions of the Andes since Lime immemorial,  Cnewed 1n combiination with
actavating ingredients such as ash, it supposedly wards off fatique and hunger
by its effects on the digestive system, It also has anesthetic properties,
which may relieve certain types of pain.

The chewingy of coca has always peen a distinctive feature of the
Andean cultures and has been surrounded hy religious and magical undectones.
In the period of colmnization and during the first years of the Rolivian
Repuhlic, its consumptinn was encouraged to increase the production of manual
labor used for agriculture and mining.

Today, although the practice of coca chewing is not so widespread, it
remains a custom among mining and farming populations. In urban area: (' ne use
is uch lower, with most applications limited to the preparation .. -
digestive tea. The coca leaf is also marketed i-.ternationally in small
quantities as an i1ngredient in pharmaceuticals.

Bolivia's traditional coca production reqions are main'v located in
the northern and southern areas of the Yungas in the Department .. La Paz.
These areas are of relatively low altitude (between 1,20° and 2,000 meters
above sea level), have steep slopes, and are suitable for the production of
coffee, citrus, and other tropical fruits. 1n these regions, coca is highly
valued for traditional use because it has a low alk._.oid level and thus is
more desirable for chawing.

The most suitable lands for coca used for the production of cocaine
are at lower altitudes, where the leaf produced has a high alkaloid level.
Such characteristics are typical of the Chapare province in the Department of
Cochabamba and, to a lesser extent, other vast regions of Bolivia. Decause
the region 1s more level and has fertile soils, the production of coca 1in
Chapare enjoys lower costs and higher productivity than in the Yungas region.
The production of coca per hectare in the Chapare 1s six times higher than in
the traditional area of the Yunqas,
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As the traditional consumption of coca diminished, the production of
coca also tended to decline. In the Yungas region, the production of coca in
1975 (which is the year that marks the beginning of the new growth trend in
production), amounted only to 50% of the average of the previous 20 years.

However, coca production in Chapare beginning in the early 1970s showed an
unusual 1ncrease. Betweer 1980 and 1986, this increase resulted in an average
annual growth rate exceeding 35%. 1n less than 15 years, Chapare replaced
Yungas as the most important area in coca production. Presently, Chapare

produces more than 90% of the total Bolivian coca crop.

In a short period, the use of this product changed radically. Until
1975, the level of production and the level of traditional consumption were
practically cqual. Uow, traditional consumption amounts to only 10% of the
total production. The remaining 90% is used for the production of cocaine.

This phenomenon can be explained in two ways. Fiist, the increased
international demand for cocaine, particularly from the United States and
Europe. And second, the worsening of the economic crisis in Bolivia. The
economic situation induced people from important farming centers, as well as
unemployed city dwellers and miners, to move to coca-producing regions. The
benign neglect of this problem in the past allowed the narcotics trade to
develop to its present level.

h. Economic Tmpact of Druy Trafficking

Between 1980 and 1986, the average real growth rate of coca
production in Bolivia was 35%. This can be contrasted with the -2,36% GDP
growth rate of the formal sector of the economy during the same period. Tnhis
comparison shows the growing importance of drug trafficking in the Bolivian
economy .

EBetween 1980 and 1986, the number of cultivated hectares of coca grew
by 240%, representing an estimated area in 1986 of 70,000 hectares. These
70,000 hectares represent less than 1% of the Bolivian territory, but
constitute 35% of the potential growing area for coca cultivation.

In 1978, the number of families that cultivated coca was 15,0003 in
1986, this figure rose to 70,000. The largest percentage of these families
{approximately 85%) are located in the Chapare region of the Department of
Cochabamba and the remainder in areas of the Yungas in the Department of la
Paz. These figures show a population growth rate of 366% between 1978 and
1986, which corresponds to an annual growth rate of 21%) with most of this
population Jdcvoted mainly to coca production. In contrast, the open
anenployment rate bhetwoen U140 and 1986 rose from 5.7% to 20%. As a
consequence, the Chapare region has become vastly overpopulated on land which
can sustain such a large number of people only through the high return on coca
cultivation.

PO
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Since the average number of members in each family is five, there are
350,000 people involved in tnis activity. This means that in 1986, almost 5%
of the Bolivian population depended directly on the production of coca. With
respect to the economically active population, less than 6% is involved in
this activity.

Tf the increase of coca production is calculated into the growth of
the agricultural sector between 1980 and 1986, the yrowth rate is 61% but
without the inclusion of this factor, the growth rate is only 4%.

1t is estimated that in 1986, the ygross value of the production of
cocaine in Bolivia was between US5$2.0 and $2.5 pillion, which represents
approximately 450 metric tons of cocaine. It is interesting to note that the
aggregate value of coca in 1986 only amounted to US$230 million, wnich means
that the gross export capital value was between Us$l.78 and 2.3 billion. ‘The
gross value of cocaine production, which is a good estimator of the GDP of
this activity, reached a value between 53% and 66% of the GDP of tne formal
pconomy in 198G; and it represented between 3 and 4 times the value of the
formal national exports.

Despite the difficulty of estimating the production values of the
drug trade, the aforementioned figures show the great extent of economic
activity and investment in this area, despitc the weakness of the Bolivian
economy.

The pruduction of coca and its processing into cocaine represent for
the Bolivian economy a seriocus problem 1n the distribution of resources. This
is caused by the fact that this activity offers profits far in cxcess of other
legal economic activities.

The distortion of resource distribution not only has a micre-cconomic
impact with respect to economic profits, put it also has a macro-economif
impact with respect to aggregate prices. For example, it causes the Bolivian
Peso to be overvalued, and this cauges o neqative impact on the production of
goocds to be sold abroad. 1t also provides incentives for imports (especially
of luxury goods), and encourages contravand, which hamms national industry.
Another clear example of this distortion can be seen in salaries. 1In the
formal sector they amount to an average of US$ 30 monthly. For farmers
involved in drug trafficking, this salary level is multiplied by five or
s1xfold at a very conservative estimate,

The macro-economic distortion has been amply demonstrated during the
neyday of the growth of drug-related activity.

Trie 1mpact of cocaine trafficking on the Bolivian economy 1s not only
reflected by the aforementioned alarming indicators. Estimates of the Balance
of Payments (DIOP) for 1986 show the impact of drug trafficking on the economy
with respect to the flow of foreign exchange. The "Errors and Umissions"
column of the BOP shows 4 positive balanre of US$ 175 million, which coulrd pe
largely attributable to drug-related activities, This figure only accounts
for the drug-related capital that formal!ly enters into the legal economy.
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The expansion of drug trafficking, instead of benefitting the
economy, has threatened and eroded the government's power to manage the
political economy, since more resources are derived from tnis 1llegal
activity, and the government has no means to manage or control! them,

If tne benavior of the Total Liguidity (M) of the economy 1§
examined, we sce tnat approximately U$680 million were required for the
econnmy to cperate.  Due to nyperinflation and the amount of "narco dollars,"
in 1986, the economy operated with a legal M2 of only US$340 million. “his
meant that approximately an additional US$200 million were directly or
indirectly provided by drug tratficring.

At wresult of tnis problem, the structural distortions in
consumptiion become even greater and distort the production apparatus of the
economy. ‘'ne creation of a tertiary economy and thao weakening of the primary
and secondary sectors are results of this problem. In 1986, the tertiary
sector of tne economy accounted for more than %5% of the GDP. On the other
hand, uncontroiled informal business manages approximately US$350 million,
which represents roughly 80% of tne amount managed by formal business. In
addition, contraband 1mpotrts have reached an annual average valuc of US$300
million, which vepresents between 40% and 60% of total legal imports,

The inereasing 1mportance of drug trafficking in the Bolivian econony
contributes Lo making 1ncome distrinution more regressive. ‘'nis 1s due to the
fact tnat toe large majority of the Bolivian population must bear tne burden
of tne cconomic Crisis, while the population involved in drug activity enjoy a
much higher standard of Tiving, comparable to the lyving standards of upper
Income levels of developed countries.

c. Political Impact of Drug Trafficking

Yo limit oa discussion of the effects of drug traf ficking solely to
the arena of economics, would pe seriously naive and could lead one to helieve
that s activity offers o leasitle means of solving tne economic crisis.  On
the one nand, the drug trade generates employment, while cn tne other it
mobilizes a large amount of resources which could convenliently re used to
strengtnen tne country's econowry. However, the most harmful long term effects
of this activity can te observed 1n tne political arena. Currently, tne
magnitude of drug trafficking 1s so great that it tnhreatens the stability of
the country's entire governmental apparatus. 7Tne temptat:ion to become
tnvolved in corrupt practices within drug control organizations and legal
stitations 1o perhaps the most obvious of these effects.

There are olgrs that indicate that drug trafficking could have
prnetrated o variety of institutions, including the media, farmer unions,
civic groups, and even atnijctic clubs., ‘These i1nstitutions consciously or
unconsciously can ard in this 1llegal activity and permit the proliferation of
drugs in their areas of 1nfiluence.
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It is not absurd to think that, in the near futute, even tne most
important powers of the government may fall under this influence. There 1s
great concern tnat the resources ygenerated by these 1llegal actirvities may be
used 1n a manner to systematically corrupt the government itself.

tevertneless, a frontal assault on ddrug tratficking whien does not
take anto accoant the econnmic loss iacurred Ly the coca=-producing popitldtion
Ls also ofi-target.  The negative Soc1al ampacts that this would generate
would endanger tne democratic starility of the country.  ‘These rnoegative
impacts could be used ny tne drug tratfickers themselves, to 1ncite the
population against tne legal government. In pordering countries, there exists
mounting evidence of ties tetween drug trafficking and subversive quer: | la

groups.

Te ae tor tiese reasons that action on various {ronts should be
undertaken. the repression of tnie activity and the provision of alternative
mears of subsistence for coca producers are the central eclements of .
necessary plan of action.

0

do focyral Tmpact of brueg ‘rotihicking

In adaition to tne political and economic 1mpacts created by drug
trafficking, the social problews have slso reached an alarming level,

The Cnapare region 15 exjeriencing @ wave of violance and a hi1gh
incidence of drug-related crives and soclial diseases.  The nehavior of the
peoplae in this arcea dominaved oy drug trafficking is character 1zed 0y
aleonolism, prostitution, easy profits from 1llegal money, money Jaundering,
rovbery, alienation, and Jdistortion an normal consumption patterns.  Vns
environment generates cexbtremely langerous impacts on the youth.

The problen of social Jdeqeneration 1n the Yuagas 1s lese thoan that of
the Cnapare. lovertheless, rogration to low altitude arcas where coca 1S
grown to process cocaine 1s o increasing, and e¢ndangers the economy of these
aredas 1n the aforementionedt ways.

Ohwviously, the social cflects of drug traificking are worst i1n the
zones of prodv.-tion, principally the Chapare. Drug addiction has increased
noticeably, e pecially among the youth. While surveys indicate that more chan
1% of tne totasl population mey be addicted, the more alarming flgure 14 amony
the youth. According te nattonal studies on the consumption of drugs among
the Bolivian youtn, 1n 1985, 11% of the population between 12 and 25 years
were habitual consumers, and s were occasional consumer s,

Lnother phenomeneon whicn 1s clesely related to tne 1ncreased drug
addiction 1n Bolivia 1s the growing participation of youth 1n the marketing of
tnis product, which 1 just as prevalent in the rural sector as it 15 1n the
urban., Morc and more children who do not have enough moncy to purchase the
drug are selling 1t 1n cities and small towns in exchange for a dose to
satisfy tneir personal neecs,
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TIY. 'THE VIGHT AGAINST DRUG:EE&EELCKING

a. Past Exporience

In the past, the fight against drug trafficking has been carried out
sporadically without coordination between interdiction components and
development projects,

Interdiction efforts have not been efficient, principally due to a
lack of resources for expansive and permanent action. Since these efforts
have been sporadic, they have brought about sharp growth of cultivation areas
and increases in the price of coca. Even though interdiction efforts have
been limited, development projects have continued in areas affected by drug
trafficking, principally the Chapare.

In the Chapare, since 1984, there has been a development project
which seeks to facilitate coca eradication while also attempting to improve
living standards. The project conditions assistance on beneficiary
cooperation with narcotics control laws and authorities, and promotes the
development of crop alternatives for those who wish to reduce their ecoromic
dependency on coca cultivation. Infrastructure improvement programs, as well
as the development of agroindustrial projects, are similarly conditioned. The
promotion of crop alterndatives has not reached a significant level of
acceptance because of the nigh profit which coca produced -~ in the absence of
an effective control program. '"The development of infrastructure, in fact,
actually risked making work easier for drug traffickers. Meanwhile investor
risks involved in carrying out legal activities in this dangerous zone
disrouraged the progress of agroindustrial projects. The limited achievements
of the project can be explained by the lack of effective interdiction, and by
the growing demand for coca. This reliable, remunerative demand resulted in
strong incentives for increasing coca production.

b. Interdiction

The Three Year Anti-Narcotics Program arises from understanding past
experience and emphasizes the importance of interdiction in reducing the
profitability of coca production. Development projects will be designed to
offset the many effects caused by the reduction in crops. A strong
interdependent relationship exists between interdiction components and
development projects.

Together with these programs, it is relevant and important to note
the national consensus that must exist to take on the fight against, and the
destruction of, the narcocics scourge. Given the public's increasing
sensitivity and oppositinn to narcotics in Bolivia, one can feel optimism in
this respect. In tnis sense, the government 1s committed to carrying on the
fight against narcotics relentlessly.
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Given the limited achievements of the Chapare Project (which only
provided resources for activities within the Chapare itself), it is planned to
carry out inteygrated development programs in those regions from which many of
the coca-producing tarmers migrated. The object is to attract those farmers
who emigrated to the Chapare to return to their original lands. The project
will nave as its principal components: agricultural research and extension,
infrastructure, and agroindustry.

Elsewhere, a program tor "Agricultural Diversification and
Agroindustrial Development in the Yungas of La Paz" has been functioning since
the beginninqg of the year, supported by the United Nations Fund for Drug Abuse
Control (UNFDAC). Unfortunately, in the absence of sustained interdiction,
tnis program also has had little or no impact on coca production or
trafficking activities. This project seeks to diminish the economic
dependence of the coca farmer in areas of traditional cultivation, and to
avoid the expansion of coca crops to others. 1Its principal components are
agricultural diversification, agroindustry and commercialization, the
constrvction of community roads and social infrastructure works. Agreements
are signed with gselected communities which agree not to plant more coca.

Both the Chapare and the Yungas efforts are limited and do not meet
all the requirements of the regions affected by drug trafficking if thess
regions are to be able to sustain a permanent and rational development
effort. Specific activities must be carried out 1n these regions to permit a
productive transformation, whose impact is more than temporary.

Among these tasks are the congtruction of irrigation systems,
construction of infrastructure for transporting marketable products, improving
pasic infrastructure in determined strategic areas, and creating agricultural
research centers to improve the yields and profitability of alternative crops.

It 1s estimated that the cost of this program will be approximately
forty million dollars, and will require continued external corcessional

financing.

b. Prevention and Social Rehabilitation Campaigns (US$10,000,000)

A final component of the anti-narcotics program developed by the
Government »f Bolivia refers to the need to rehabilitate drug addicts and
prevent the untawtil use of narcotics. This program acquires greater
impertance since as interdiction intensifies, an increase in consumption is
predicted, as the majority of narcotics will be dumped on the local market at
lower prices as opposed to beinyg exported.

'nis program is comprised of intensive campaigns designed to educate
people on the effects of drug use and the damage it does to our soclety; it
also includes the establishment of rehabilitation centeis for drug addicts and
the creatinon of prison centers to isolate drug traffickers from other
prisoneis.

5
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Tne prevention campaigns on drug use will be systematically developed
with the collaboration of various international, multilateral and speccialized
rrivate organizations.

“ne rehabilitation centers will not only attempt to renhapilitate drug
abuse victims, both socially and medically, put will also provide them with
job training,

Finally, it 1s important to emphasiz. the construction ot geparate
prisons for narcotics traffickers, as 1t has been established that those 1n
prison for minor crimes often become actively involved in drug use or
trafficking after naving contact witn drug traffickers in prison. In
addition, existing prison: do not mect even minimun security conditions,
allowing drug traffickers to cscape prison.  Similarly, 1nfrastructure for the
administration of jJustice should be improved, since tnis system 1s currently
tncapable of handling the enormous volume of work related to druy
trafficking. Delay 1s one of tne characteristics of the Eolivian judicial
syster: tnis fosters corruptiorn and immorality 1n the admnistration of
justice,

1t 1s estimated that tee Prevention and Rehabilitation of iruy
Addicts Program w.ll require ten million dollars, which will be uscd over

three years.

E. PRequ:ir 4 Budget for the Implemontation of the Plan

As nas been explained throughout this document, the ''nree Year
Anti-Narcotics Program 1s comprised of two rasic components. Tne first,
interdiction, is &t present veing carried out with the collaboration of tne
United States Government, but clearly requires additional international
financing. “he second, the Plan for Agricultural Conversion, Lconomic
React:vation and legaonal Peveloprent, hopefully will be finance ! oy tuae
Consultdative droup for ‘urport to golivia,

‘ine secor-l component 1n tne Plan will require US$300 miilion, to oo
used over thiec ycars, Ln accordance with the oudget which appears helow.

The Covernment of Bolivia, within tne lmmitations which are implier
Dy the economic crisis it is confronting, 1s prepared to spend up to 20% of
the funds required frem its own resources to execute this program.

Chart

PL/N FOR AGRICULTURAL CONVEREION, LCONOMIC REACTIVATION AND REGIONAIL
DAVELOPMENT

COMPOLIENTS~ -~ =~ mmmmmmmm o Objectives
I. FAMILY REHABILITATION FUNL: - Proviue coca proaucers witn the economic

means to <radicate thelr entire coca cultivation and to convert tnheilr economic
activity to the produaction of other legal agyricultural products.

N
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sources of income for the affuected population. With this purposice 'n
mind, the Government of Bolivia nas presented to this forum four types ol
actiens:  Agricultural Conversion, the creaticn of an dccnomie
Feactivation Fund, the Regional Development Plan, and the F 1
Prevention and Social Rehabilitatron., ‘fo cerry out tnese actirong, 300
millien Jdollurs o tinancing 1n noeedod to be oused over the next tiiree

Years.

In tn arsence of Internations] thnoancaing for this nroject, tne
Government of lLolivia will contirue an oy efforts, tnt, witn 1aadoedguate
funds, will face aimost 1nevitapvlc defeat. At no time 1n recent history,
has Rolivia Lad sucnh o clear prospect of a victory against narcotics and
at a 1ow core relative to the nternacional tnreat of narcotics
activity. ‘ihe cost s certarnly minageatde 1f funded ty all the
countries 1nvolvaed with this problen.  Parlure to provide support now

will lead to o substarntially hicherg cost in tne near future.

'ne tusks rentioned cannot bedpostponcd.  Tone Jrnternationat

communlity TuUSt use every means atfies dieposal to nelp cracicate thig
Y4

evil, Bolavia, too, will unot ,m..'{v)‘:

il

fen 1ts reponsiblilitles 1n this most
important rmatter.
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EXPANDED ANALYSEG
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The three analyses contained in this section complement those done for the
Project Paper prepared in May 1983, adding information specifically for the
new Associated Hign Valleys activities. Tne Project area covers the Chapare
(as before) and the Associated High Valleys of the Department of Cochabamba.

I. ‘Pfechnical Analysis

1. Agriculture and Vorest Production Component

A. MNatural Resource “anagement
(1) Reforectation

“the demand for forest products in tnhe nigh valleys area of
the project reooion is 1nereasing while the local resource hase is heing
depletel. Tnere is definitely a need for increasing the supply of forest
products through referestation projects with rapid growing, yet adapted,
speclies cnch as pines and cucalyptus,  The best results botn in terms of
sur-aval of seedlings and produectivity of trees occurs in those regions wnere
the rainfall 1s 2tove €00 mm (COTESU, 1v4d). Tne productivity is less where
raintali 1¢ lower. Areas of adequate rainfall) 1n the project region are found
at higher clevations and within the uppermost reaches of the many watersheds
of the nigh valleys region.

Fresently only COTESU-CORDECO operates effectively as an
institution capatle of exccuting reforestation projects. Within the project
area, COTLSU-COFDECO long-term plans include tne establishment of pine and
eucalyptus forests 1n the Vacas reglon. Tnis area is included in the

"

uppermost reaches of thae Tucma-Uyuchama watershed which directly supplies

'he reforestatiorn of the Vacas region (540
hectares cver three years) w111 also have a positive effect on soil erosion

water for the Mizgue reqgron.
and on rne regulation of tne hydrologic cvele 1n the Uyucnhama=-Tucma witershed.
(2) Fxtensive Crazing bPractices

The hign vallevys zone ¢! the project area offers a complex
environmental scenario. there has been lattle nard data collected on many eof
its components (1.0., tue tio-qeological and hydrological elements),  lLven
less 18 known of the interdependencies letween human activities and the
niatural resources and ecosvstem processes,  Yet 10 1S easy to sece that tre
impe-diate 1mpact of the human population on the bigh valleys e¢cosystems
results in the deqgradation of the af{fected ecosystems, the loss ot bhiological
diversity and the degraqdiatior of the life supporting systems (1.e.
hy drotogreal, nutrient cycles).

T
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- the Tucma-liynchama watershed (70,000 ha)
the Tipa Tipa watershed (4,000 ha)
the Calicanto watershed (5,000 nha)

i

These three watersheds feed already functioning irrigation
systems in the project area and are expected to provide water for expanded
irrigation systems in the future. The Tucma-Uyuchama watershed, will be
studied for three additional reasons: (a) the impact of flooding on the town
of Mizaue and its 1rrigated lands, (L) the presence within the watershed of
areas or potentially significant biological diversity and local endemicem (Puya
raimondii, Podocarpus sp., Polylepis icana), and (c) the rotential development
of a small hydro-electric power plant on tnhe Jiri-Tucma river.

The objectives of this nigh valleys component of the project
are to:

- acaquire rasic knowledge of the elements and processes of
the traditional resource utilization practices which have
4 negative 1mpact upon the environment;

- develop intervention imechanisms (management practices)
which reduce environmental degradation and restore the
productiv:ty of natural areasj; and

- develop management systems which protect the remaining
biological diversity and possibly reclaim degraded
hatttats and areas of lncal endemism.

(4) Institutional Support

Orne of tnhe major obstacles in the planning and the proper
execution of resource management plans in tne high valleys region is the
paucity ot gualified tecnnicians and capable executing agencies in the area.
It 1s absolutely esgential to strengtnen the onlv specialized i1nstitution in
the reg.on, tne Superior Technical Forestry Cchool (ETSFOR) of Cochabamba, in
its effort to train mid-level technicrans. 'The i1nstitutional support provided
to tha school will specifically orient teaching and research efforts towards
the management of the resources of highland region, the inter-andean valleys
and nigh-alritude pastures; and will strengthen the training capacity of the
school by supporting a new agro-forestry program, specifically the
aqro-forustry and sylvo-pastoral technigues critical for the training of
mid-level technicirans.
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(5) Forest Inventories and Industries

Despite the fact that the natural resource nase of the region
1s to a large extent degraded, there are areas whose ecosystems could be
hetter exploited in order to sustain tneir productivity and provide a wider
range of products. Extensive areas of xerophytic forest in the Aiaguile-Mizque
region could thus become inportant and reliable sources of forest products in
support of small artesanal activities, such as the manufacturiny of
"charangos" or furniture. These forest resources require proper inventovies
and management plans in order to fulfill theilr productive potential. The
ESTFOR will carry out these 1nventories.

b. Agricultural Prcduction end Credit
(1) Agricultural Production
"ne project seeks to demonstrate how an inteqgrated rural
development project in the associated high valleys can reduce rates of

emigration through improvements i1n 1ncome and guality of life.

At the heart of this effort is a cevefully balanced effort by
the PADC to increase rainted and irrigated agricultural production in the

associated high valleys. It 15 marticularly important that the teneficiaries
of tha various projec. activities represent as brnad a cross section of the
population as possible. The concentration of benefits among a single group,

such as those having access to irrigable land, could exacerbate the migration
problem "ue to an increase 1n 1ncome disparity within a community.

{a) Constraints

The most 1ntractable constraint to agricultural
production in the area 1g& the tack of water. Rainfall is less than 500 mm per
year and evapotranspiration excceds precipitation during more than half of the
year over much of the region. N limited number of streams maintain an
adequate base flow for irrigation tnroughout the year. Contiguous areas of
level land are limited, making the construction of reservoirs costly relative
to the possible benefits. Despite the limitation imposed by water scarcity,
it will be possible to achieve significant increases in production using known
technology and acceptable levels of investment per hectare/person. A thorough
analysis of surface and groundwater resources will he made and a master water
plan designed to achieve optinum use of the available water resources. An
improved master water plan system design will allow rehabilitation of
salinated areas and more efficient use of water elsewhere. ‘I'he use of very
small gravity fed sprinklexr irrigation systems will be explored by the PADC to
further extend the area 1rrigated and the number of farmers brenefited. Such
systems are successfully being used in Guatemala and Venezuela under similar
conditions.

Other constraints to agricultural production and possible
measures to mitigate their impact include:



Constraint

Low crop yields in rainfed
agriculture due to limited
raintfall, diseases, soil
infertility and poor
management.

Low levels of animal
production, destruction
of natural forests and
range due to overgrazing,
and erosion of non-agri-
cultural land.

ILow net prices for products
due to market gluts,
transport spoilage, and
high transport costs.

Page 5 of 33

Counter Measure

So1l and water conservation measures,
organic matter incorporation to hold
water and nutrients, application of
Inteyrated Pest Management (IPM)
practices, improved seed, and
increased fertilization paid for by
higher and more reliable yields.

Use of part of the irrigated land's
productive [otential to produce
forage, grain and crop residues

to provide supplemental nutrition to
fewer, more productive animals.
Forage-producing trees will be planted
on field borders and terraces to
produce additional animal feed.
Natural range areas will be managed
through rotaticn and othe. maasvrec
with fewer, but better animals with
resultant increased production and
so1l) recuperation.

A major cfrort to improve post harvest
handling, food processing and indus-
trialization in order to add value and
reach different and less secasonal
markets. Dry season irrigation will
bring part of the produce on the
market during the off-season. Tnese
measures will compensate in part for
the contribution to market glut due to
success 1n increasing crop production
under the project. Investment in road
improvements will greatly reduce the
time and cost of reaching regional
markets.

(y
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The project activities will be demand driven, depending
to a large extent on needs expressed by farmers and farmer groups. A number
of PVOUs and agencies have been working for extended periods on problems in
agriculture and related fields 1n the associated high valleys. Rather than
embark on new ventures, the project will focus on problems and opportunities
being addressed by farmers and PVOs, offering technical and financial support
through the PADC. Emphasis will be given to the identification and training
of able and dedicated para-technicians drawn from the farm population who will
work with their peers.

(?2) Credit

A major goal of tne prnject 1s to make credit available to
beneficiaries in order to promote improved production systems and investment
in agro-processing activities. The difficulty as been to find a mechanism
whereby credit can be disbursed to producers in a timely fashion and without
excessive cost. Fiqures gathered by the PADC indicate that, under present
conditions, a farwmer from the southern district of the high valleys region of
Cochabamba wnho borrows $1,000 from a private tinancial institution is litely
to pay more in completing the application process than in interest and service
charges. ‘I'nis results primarily from the multiple trips to Cochabamba that
are necessary to complete the application and approval process.

Thls situation 1llustrates the need to have a source of
credit located in the southern district. Presently, the only financial
institution with branches in Campero and Mizque Provinces is the Banco
Agricola Jde Bolivia (BAB), a state institution which has suffered from
numerous and widely reported management financial problems. However, there 1is
a strong political willingness at the GOB level to rehabilitate the BAB
following sound credit and management policies. On July 10, 1987 the GOB
issued Supreme Decree 21660 which authorizes the restructuring of the BAB,
pointing out a series of key measures, previously studied and recommended by
AID credit consultants, to be accomplished in the next six months. It 1s
foreseen that the i1mplementation of these policies, with vhe close follow~up
by AID staff, wilt let BAB pecome a stronyg and well managyed credit institution.

While the BAB has offices in the southern district, it has
rot nhad sufficient funds to satisfy the demand for credit. According to the
AR, for example, of the approximately 500 eligible clients in Aigquile, the
bank wat¢ able to service only about 250. As o result, a large portion of the
producers of the southern district are forced to choose between undertaking
the process of seeking credit tnhrough a private institution in Cochabamba, or
vesorting to locaily availanle informal credit arrangements. Informal
arrangements are often between a farmer and a member of the relatively small
group of transporters,

In order to wuldress this need, the modified CRDP design
proposes to cr2ate a credit fund drawing upon PL 480 fund reflows from the
Agricultural Emergency Credit component of the Disaster Recovery Project.
Totaling $5.5 million over tnrec years, the fund will include $3 million in
agricultural production credit and $1.5 million to support rural industry.

The funds will he channelled into the provincial offices of the BAB under
terms specified 1n an agreement to he negotiated between the PADC and the BAB.
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- lack of basic infrastructure such as electrical energy, potable
water, and housing; anrd

- lack of services such as health care, education, agricultural and
industrial extension and training, and financial institutions.

‘'ne result of these constraints is a low level of human well-being
and economic productivity with a concomitant propensity of the working
population to temporarily or permanently migrate in search of work. Rural
industyry development is seen as a significant contribution to improving the
economic hase of the region an+d thereby increasing the attractiveness of the
region to would be migrants.

The objectives of the rural industry component are tos:

- add value to locally produced or available agricultural, forest
and mineral products;

- create additional employment spread over a longer period of the
year,

- create products that can be stored and thus are less vulnerable
to seasonal market gluts affecting fresh produce, and

- create products for local consumption by a population with
increased income.

kural industrialization 1s en integral component of an integrated
development program in the hign valleys. As such, it is reciprocally
dependent upon, and a contributor to, other activities plenned for the
region. The probability of success of rural industries is enhanced by having
good roads, energy, credit access, and healthy pecple with a basic education.
Industry depends on a reliable supply of uniform quality raw materials such as
ayricultural products, wood, wool, clay, etc. In turn, production of quality
raw material is stimulated by a proven potential for adding value through
processing and industrialization.

Credit has been budgeted for viable rural industry projects and
alternative avenues for bringing credit to individual, corporate, and
cooperative entrapreneurs will be determined during implementation.

Identification of priority projects 1s an iterative process
1nvolving, on one hand, determination of where improvements in agricultural
and forest ma:nagement are possible and, on the other, of the competitiveness
of potential processed or industrialized products 1in the regional or
international market place.

The rural industry strategy is to:

- IFirst, finl those processed products which are currently produced
and could be improved and their production expanded througn

improved technology and effective marketing;

\J



Page 10 of 33

- second, find crops produced for the fresh produce mavket or for
subsistence that could pe processed with resultant added value,
and

- third, identify new crops that could be planted 1n the region and
provide raw material for industriaiization.

Examples of the first case are limited. Chicha is praduced trom
locally-grown curn as a cottage industry. Major improvements could be made in
the uniformity of product quality, its bottlina and its presentatior on the
regional market. A better market could in turn stimulate production. Peanuts
are roasted as a rudimentary tndustry. aAvoidance ol aflotoxin problems
through 1mproved post harvest handling and processing can finprove the
marketability of this product. The production of charangos (musacal
instrument) has been a small out locally significant industry. Assuring the
wood supply through improved forest management and wider marketing could nave
a modest benefit to local producers.

Sore pottery 1s produced in the high valleys, mostly around Tarata.
Given the presence of appropriate clays and a supp’. of fuelwood or crude oil,
a nighly versatile range of products can be produced. These 1nclude tiles,
bricks and pipe, decorative and utilitarian pottery, art works, and a wide
variety of specialty products such as jurction boxes, crucibles and other nigh
refractorv items. There are examples of small, profitable potteries where the
requisite raw material and ererqy resources are available.

The potential benefits from processing crops now grown i1n the area
will be a nigh priority in pre-investment studies planned. The manufacture of
tomato concentrate anc¢ dried onion are to be considered. Both crops are
produced in ahundance and have serious problems on the fresh produce market.
Various fruits including chirimoya are qrown and could ne processed. The
figure below illustrates the volue added potential inherent in some ol the
crops current ly cultivated 1n tne high valleys.
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EXAMPLES OF PRICES,PGTENTIAL YIELDS AND PROCESSING FOR SELECTED

VEGETABLE, HERB AND PEANLUT PRODICTS

Al
Production Farm Gate Industrial Processing Gross Gross

Product Has Price Classification, Bagaing Sell. Price Aggregated Value
Anis (1) 10 qq Ba 200/qq Selected and bagged ] Bs 500/qq
Cnion (2) 100 qq Bs 4/qq Bunches Bs 46/qq Bs 42/qq
Cunin & oregano 10 qq Bs 200/q7 Selected and bagged Bs 700/qq 38 850/qgq
Onion & garlic 100 qq Bs 4/qq Chopped and dried Bs  320/qq Bs 316/qq
Tomato 10 Th Bs 2.3/qq Liquified & containarized Bs 40/qq Bs 37.7/qq
Peanut €2.5 qq Ba 80/qq Roasted Bs  200/qq Bs 120/qq
B.

Present Improved Present Earning due to Earning, Fresent Earning, Ioproved Difference in

Production Production Income(3) Improved Production Prod. Processed Production Processed Income for Process.

Anis, cumin & oregano 10 gq 20 7q 2,000 4,C00 8,500 17,500 8,500
Onion & garlic 100 qq 250 qq 400 1,0Ca 32,000 80,000 48,000
Tomato 10 Tn 25 Tn 5056 1,265 8,800 22,000 13,20C
Peanut 62.5 qq 80 qq 5,000 6,400 12,500 15,625 3,123

(1) The aggregate value comes from processing primarily .
(2) The aggregate value comes from transportation an incermediate commercialization.

‘(3) All earning values are express as gross earnings (Bs'

IT obed

10

£t



Pro ject Component

Agriculture and Forest

CHART 1

Page‘l2 of 133

POTENTIAL PARTICIPATING INSTITUTIONS IN CUAPARE PROJECT COMPONENTS

rroduction

Syral Industry and
darketing

Product fve, Trans

port, and Com-

aunity Infrastructure

Investment Fund

Participating Complet ton
Activities Location Institutions Date
a) Watershed Management: Chaparc Associated - IBTA/Chapare FY 88-89
- lumediate activities High Valleys - lmproved Potato Seed
- Pre-i{nvestment studies Service (SEPA)
~ Technical assistance - Pairumani Crop %echno-
and training logy Institute
- Medium-tern activities - TARATA Agricultural
Technical Institute
(1TAC).
= CORDECO/COTESU
- ETF
- CENDA
~ CEDEAMRRO
-~ CIDRE
b) Agricultural Production -~ BAB
and credit ~ FENACRE
~ Immediate activitics
~ Pre-inveotment studies
- Technical assiptance
and training
- Research and extensicn
- Medium-term activities
a) Rural industry Chapare Associated - Food Technology Center FY 88-89
b) Marketing studies High Vulleys (WS, Simbn)
¢) Credit - CIDRE
~ CARITAS
- FEDAPE
- PROAGRO
- 1Cls
- CORDECO/ICF
a) lrrigation Chapare Associated - SNC FY 88-89
- Immediate activities High Valleys - CORDECO
- Pre-investment - CWMAT/CDC
studies - VISION MUNDIAL
- TA requirements and ~ CEDEAGRO
training - CIDRE

- Medium-term activities

b) Rural Roads

c) Community Infrastructure
d) Electrification

- RADIO ESPERANZA

- Irrigation Chapare Asgociated ~ PAIRWANI
- Production High Valleys - CEDEAGRO
- Community Sanitation ~ CENDA
- Communications ~ CIDRE

-~ Mediumterm Activities

= RADIO TSPERANZA

= MIN, HEALTI

=~ CARITAS

-~ FEDAPE

= VISION MWNDIAL
ETC.

(\‘ﬂf‘
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3. Production, Transport, and Community Infrastructure Component

a. Irrigated Agriculture, On-Farm Water Managemen. and Potable Water
(1) Irrigated Agriculture

Traditionally, irrigation water is put to productive use in
the entire highland region of Cochabamba Department, as well as in other
highland departments of Bolivia. Migration, agricultural activities, animal
husbandry, and tiie health of the local population are all related to the
availability of water. Many farm households 1in the project area are headed by
women for part or all of the year, so both men and women are responsible for
the distributicon of irrigation water.

Irrigation water serves different purposes, such as:
(a) Purposes

- Replacement of absent rainfall during spells of
drought. during the rainy season. For this purpose
water of all four sources (surface runoff, base flow,
pumped groundwater, stored dam water) can be used.

- Reinforcement of deficient rainfall during the entire
rainy season in the drier valleys. Also for this
purpose water of all four sources can be used.

- Provision of preplowing irrigation (retween June and
September) for normally rainfed crops. For this
purpose base flow, pumped water and dam water are
used.

- Provision of dry season irrigation for dry season and
perennial crops. For this purpose base flow, pumped
water and dam water are used.

(b) Effect of Floods
Extreme floods may have 3 effects on irrigation systems:

- wWater i1ntakes may be washed out, destroyed, filled up
with gravel or silt or otherwise put out of
oparation, requiring their repair or replacement.

- Cnannels may be fililed for considerahle deptnhs and
distances with sediments, thus reducing their
capacity and obligating a clean up operation.

- Cultivated fields lying close to river courses may be
washed out all together. In some cases rivers may
range widely and relocate themselves entirely or
carry mudf lows that cover up large tracks of land.
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lLarge floods teach modesty to the designer. He has to lean
when to stay away from a permanent structure in a river or to design it 1in
such a way that the river has little grab on it.

(c) Potential Areas for Improvement or Construction of
Irrigation Systems

CORDECO has run a study to divide the department 1n
different rural development districts, sub- or micro- regions. bLeven
districts nave been identified; Valle Bajo, Valle Central, Valle Alto,
Sureste, Sur, Noroeste, Norto.

bue to the scarcity of trrigation water 1n the southarn
part of the department, l1rrigation development as a rule will te concentrated
on the flatter soils where crosion caused by irrigation will be of little
importance. 1f for some particular reason :rrigation will be developea on
sloping land, a strong program of soi1l conservation has to be carried through
so as to avoid washing away of the usually non-cohesive or sliqgntly cohesive
soils.

Ing. Carlos Montafio Gonzalez (Plan Maestro de Recursos
Hidricos con Fines de Rieqgo, Cochabamba 1986) of CORDECO has provided the
following data on irrigabhle land 1n the project area:

Actually Under

Irrigation Irrigated Construc- Belng Potentially

District (hectares) tion studied Irrigable
Valle hlto 6,520 3,290 24,200 45,000
Valle Central 8,370 300 20,600 27,000
Valle Bajo 550 450 150 1,500
Pocona 1,000 1470 2,000 3,500
Mizgue 1,100 620 550 6,500
Independent
systems 1,060 500 300 3,600
Totals 18,600 5,630 47,800 87,100

For the subprojects to be developed under the program it
is estimated that improved irrigation systems will cost $700 /hectare. For
newly irrigated land the cost is estimated at $1,500/hectare.

Full scale construction of the potential uystems of
irrigated agriculture could provide permanent work and income for some 25,000
families. Full scale construction will also increase production and create an
unprecedented burden on the Cochabamba regional market. Also, unemployed mine
workers from the Altiplano may possibly move to the area to take advantage ct
the jobs created, which would cause stress 1n the project area as they move 1n
and complete with local labor. Therefore, social and produaction developments

will have to be carefully monitored and quided.

(st
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(d) Objectives

''he promotion of irrigated agriculture is advocated in

five basic objectives in mind;s

creation of new employment caused by the higher required
labor input on a per hectare basisy

increase of the remuneration on a per hour basis as a
result of the higher net production levels to be obtained)

contribution toe a more egquitable distribution of 1i1ncceme
and especilally of the property rights of irrigation water
and the 1rrigated land,

reduction of the animal load on the upland grazing areas
that suffer excessive erosion, perhaps by transferring
them to 1rrigated areas; and

avoidance of excessive salinization and alkalization of
the irriqgated areas.

(e) Constraints

The level of attainment of these objectives is

constrained by differert factors:

scarcity of available water)

reduced avallapility of adequate infrastructure to
distribute irrigation watery

deficient training of agriculturists to manage improved
distribution i1nfrastructure for the common good)

deficient knowledge among agriculturists as regards
"modern" agricultural 1nputs, especially pesticides, that
are pushed indiscriminately by retailers)

amongst. the agriculturists generally a very low level of
knowledge of potential (new) crops to be cultivated at
the different altitude levels in the zone)

a very low density of guality roads that facilitate the
operation of a major number of (independent) truckersy

suppressed prices of almost all local milk, staple and
fruit produce due to current excessive importation
(smugyling) and no opposition to artificially low or
subsidized (dumping) prices of imported major basic
foodstuffsy
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In case of smaller land sizes, alloted acreage under
irrigation per family may pe smaller and thus irrigation time per family be
shorter.

In view of the scarcity of water and the potential profits
that are associated with its use, it is probably justifiable to line the
entire irrigation ditch in each case down to a webbing that has units of 4
irrigated hectares, that is down to 7 to 10 hectares gross. That means that
each project would provide lined infrastriucture with distribution boxes down
to outlets, also for the smaller rotation channels. Within that unit,
distribution will ke through earth ditches and the up-to-20 families will be
on their own to handle final distribution, thcugh they may expect help through
training and advice from project extensionists.

A serious problem related to tne planning of each Third Block
will be the relocation of plot boundaries. An irrigation lay-out inherently
credates some minimum requirement regarding those boundaries, otherwise the
system will become unreasonably complicated. Fxperimentation under Cochabamba
conditions will indicate how much of this reorganization can be arranged by
the farming families themselves without depending on outside help. It is
understood that topographers are present to make a lay-out of the existing
situation and will help with the establishment of the future alignments.
Relocation of boun-aries will be enormously time consuming, Lf at all possible.

{2) Potable Water

piped domestic water in the rural and the small urban
communities does not exist in the southern end of the department. In a few of
tne larger urban centers it ex1sts in a rudimentary form. In several cases,
clustered rural communities have gone to great lengths to obtain a proper
supply of drinking water, often utilizing tacir own funds. This may be an
indicator o  the importance given to tt.

{b) Electrification

{1) Improved Electrical Service in the
Southern District

One of the purposes of supporting a regional
development strategy 1n the southern district is to promote the rational
concentration of agro-processing facilities and other services in an urban
center, which would then constitute an alternative to Cochabamba as a
population growth pole. One of the factors 1mposing an immediate limitation
in this respect is the lack of a reliable source of electrical power. At the
present trme, both Mizque and Alquile are serviced by diesel generators which
operate only a few hours a day. “his constitutes a serious obstacle to the
concentration of agro-processing facilities or other services which would
increase the demand for electricity 1n eirther town.
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Several alternatives for improving the provision of
electrical services to the southern district were investigated. However, the
oprions for short-term action proved to be limited due to the fact that
responsible state agencies were not interested in pursuing electrification of
the area because the low demand makes 1t difficult to justify the cost.
Unfortunately, it is difficult to increase demand substantially until there 1s
a more reliable supply.

One alternative considered was to support tne
extension of the national electrical network from Arani, where 1t currently
ends, to Ailcuile and Mizgue. However, this proved impractical because the
line which currently runs to Arani is already at 1ts maximunm carrying
e existing Jine cannot be extended. A new one

capacity. Tnls means that
with a greater carryina capacity would bave to be installed from che power

plant it=sclf. TIn addition, the Empresd Nacional de Electrificacion (ENDE) is
not able to take respensibility for marntenarce of tne new line, even 1f the
PADC were to Ly

1

for Lts construction.

A s2cond alterrnative discussed was support for the
construction of one or more cmall nydropower plants that would i1ncrease the
electrical supply of the regqien., Tne Orgamization of American ttates has
€inanced a feries of profiies of possible nydropower sites in the southern
district, and nas tentatively concluded that the most economical alternative
is tne construction of a station at San Geronmimo. However, all work in thy s
area remains at the level of a general prof:le, and no specitic feasibility
studies have heen conductad.

A otmird alternative considered has been the
construction of a small olectrical plant based upon tnermal energy, which
would take aivantage of tne gas pipeline passing approximately 20 kms. to the
north of Aiquile as its 2nerqgy source. COPDECO and ENDE have recent ly
discussed collaborating on a teasibility study to investigate this idea.
However, they have not yet aqgrecl upon the terms of reference fov the study,
and interest 1n rne project = not particularly high due te the preblem ol the
currently low demand i1n the rogron,

In light of the need to improve electrical service in
the southern district as part of a regional development strateyy, the project
will focus 1nitial efforts on improving the existing electrical systems of
Aigquile and Mizgue. This would involve providing support for the maintenance
and/or replacement of existing equipment in order to permit an 1ncrease 1n the
hours of electrical service available each day. Tt would also involve
institutional support to the icecal autnerities responsible for the ma intenance
and operation of the rlectrical system in crder to improve their capabilities
in these areas. The PADC cof fort will also involve local promotion activities
intended to encourage users to pay the true cost of the electricity they use
based upon consumption measured through the installation of electric meters,

\Y
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Fecause of labor scarcity, activities which do not make heavy
labor demands are favored, 1in spite of the fact that people may e well aware
that they are promoting the long-term deterioration of thelr own resource
hase. One example of a labor saving activity tnat causes sucn Jeterioration
is the cxtensive grazing of cattle and goats, which causes heavy damage to
hillside areas throughout Cochabampba valleys. Under this manacement system
the livestock represent a form of "savings on the hoof" wnich can be
maintained with virtually no i1ahor investment. Thus, tne nome resource base,
Lnadequate to start with, deterilorates more rapidly because of lator scarcity,
and its continulng deterioration exacerhbates mlgratory pressules.

The importance o! wmlgration as a family income generating
strategy has also had important implications for the overall developrent of
Bolivia. For example, 1n the Chapare, tnhe proximity of a cheap and relatively
tractable labor force was as crucial to tne region's development 1nte tne
pre-eminent center 1n toliv:a for coca production destined for transformation
intu cocaine as the factors of climate and so1l.  Outside of the Chapare
region, nowever, "modern" and "developed" sectors of the DRolivian economy have
also grown as a result of the avairlapility of a migrant labor supply that
covered part of 1ts own subsistence costs through ayriculturat production,

For example, the commerciral viabrlity of much of the large-scale agriculture
in fanta Cruz depends upon the avarlapility of seasonal wage labor.

7. Probable Responses; to Reprogramming the CRHDP

2.1 Factors Affecting Response in the Chapare

'ne duvelopment activities to be undertaken i1n the valleys of
Cocnabamba will not have anv immediate impact on the scale or nature of coca
production in the Chapare. ‘The immediate response to these development
activities will be a function of tne success of combinea interdiction and
development activities conducted 1n tne Chapare 1tself. 7o the degree tnat
interdiction neightens the risk assoclated with coca procuction and reduces
the price paid for leaves and with 1t the wage paid to workers, and to the
degree that development activities orient production away from coca to less
labor intensive production reqimens, one can expect the Chapare to lose its
pre—-eminence as 2 migratory destination. However, migration can be cxpected
to continue to other destinations, as the development problems which are
responsible for migration cannot be solved over the £hort term.

In anticipating the responsce of the Cnapare populaticn to
interdiction in tnhe lowlands and improved economic opportunities in the
valleys, it is important to remember that tne population in tn» Chapare is not
homogenous, but is divided along class lines in ways that closely parallel
Boliviar society as a whole. 'These divisions have to do with access to land
and to the facilities for extracting the cocaine alkaloid fiom the raw
leaves. Onec can expect that the impact of combined interdiction and
development activities on the Chapare population will vary according to the
class positions tnat tnese divisions imply (see Carafa et al 1987:13-17).
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2.1.1. Impact on Migrant Labor

Tne immediate response of migrant workers to interdiction
will be to withdraw from the Chopare and return to their home areas, as they
have done in tnhe past when repression against coca production has
intensified. They can then be expected to remain at home for a short time,
waiting for the repression to ease as Lt has in the past. If tnis happens,
the migrant workers will return to the Chapare, and production will continue
as before2, Lf the repression 1s sustdlned, however, the same need to generate
off-farm income that obliged them to migrate in tne first place will continue
to exist, and migration can be expected to centinue, albeit to an alternative
destination. ‘ne information networks that exist among the home areas aad the
most common mligratory destinations arc sophisticated, and constantly carry
information on changing labor conditions in the different areas. To tne
degree that the pressure against coca production 1s maintained, the
alternative coca production is puormitted to resume as before, the migrant
labor supply will pe eble to respond to the demand on rclatively short notice,

2.1.2. lmpact on Landownoer:s

‘e response of landowners to interdiction efforts will
be less immediate than that of migrant workers. Because of the investment
they have made in lator and wmoncy to acquire land and bring 1t into
production, tnecy w:ll be reluctant to avandon coca as a source of livelihood.
In the face of 1ntensrve repression, they can be expected to leave the Cnapare
for a short time or to remain and maintain a low profile. If interdiction
efforts are sustained, nowever, landow.2ors will pe Likely to want to try to
protect tneir investment. They may choose to do this in several ways. One
might wpe to become more receptive to agricultural development activities
attempting to promote alternative production systems to coca cultivation.
Another might be to figat interdiction efforts, meeting force with force and
greatly augmenting the level of violence in the zone. One can expect that
they imight recelve some encouragement And support for the latter course from
tne 1nterests tnat control the regional narcotics 1ndustry.

2.2 Probable Impacts in tne ioject Areas

bProject activities will focus in four areas: tne inprovement
of 1nfrastructure, tne introduction or expansion of irrigation, tne promotion
of sustailnable increases 1n agricultural production, dand the promotion of
agyrolndustrics to process and add value to agricultural production. f9ne
purpoge ot tnese activities 15 to inerease on-farm itncomes through increased
production and improved narketing conditrons, and to generate of f-farm
employment opportunities in the area 1tself.  tuch an expansion of economic
opportunit:aes snould, over time, reduce tne pressures on memuers of
beneficiary populations to migrate.
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Because the economic chang2s the project 1s dttempting to
promote can not happen immediately, most of the activities will not nave
extensive snhort-term impact upon rates of nigration, People who currently
feel onliged to migrate will continue to need to do so. The i jor exception
that can be expected in this pattern will Pe among those tamilies who are
incorporatad 1nto irrigated production. Data collected by our tecam and 1n the
sondec con-iuctaed ry Carafa ct al. (19¢7), clearly 1ndicate that families witn
irrigation are much less firely to migrate than are those witadutb,

Among tnat portion of the populathion tnat does not tenefat
directly frem irrigation the nost ammediate impact vwill probarly be to reduce
the rate at wnhich new people joln the migratory [low cach year, iather than to
cause rndividuals already migrating to cease.  'o the deygree that project
activities result in an 2xpansion of economic opportuntties, migrants will
over time be likely Lo 1nvest some of the rovenues earnocd througyn migration 1n
thelr home areas and attempt to earn a living at home.

Trat midration can be expocted to continue in areas of
project activity nas important implications. First, many of the initial
participants cin te expected to e women, who manage lands in the valleys
while tneir spouses migrate. Second, activities which reguire a sul.stantial
investment of famly labor cian be expected to fair poorly, as migration wiil
create o condition of laber scarcity 1n most arcas for significant parts of
the year.

2.3 Special Considerations

2.3.1. 1lmpact on Migratory Pressure

Because the: goal of tne reprogrammed CRDP is to reduce
migratory pressure and not simply to promote economic gyrowth 1n tne
agricultural sector, several =ocial conslderstions need to be borne in mind.
Prirncipal arong these is the necd to empnasize emquity 1n the distritution of
benefits in order to avold cxacerbating the very conditions that create
migratory pressure, as could occur as a result of activities that promote a
decisive advantage of one group over anotner in the areas of production or
marketing.

The most immediate potential exacerbating miyratory
pressure lies in the area of irrigation. %he i1rrigated zone of Mizque, for
example, has been cited as one of tne areas of Cochabamba witn greatest
agricultural development possibilities. The area has in the past peen a
source of +rployment for umall farmers confined to dryland farming 1n the
surroundin: o.a and parts of tne Valle Alto. At the present, the irrigated
agricultural land is concentrated in the valley floor in the hands of a
relatively small number of producers. Witn the economic dynamization
asscciated with succes:sful imprevement of marketing conditions and promotion
of small agroindustry, the increased icrigated agriculture in Mizgue could
provide a demand for off-farw employment that would attract a portion of tne
regions's population currently i1nvolved 11 migration.
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ii) BAB short-term Technical Assistance. $75,000 to cover S
person-months of U.S5, advisory services.

b. Rural Industry and Marketing - Chapare

$8,000 from reprogrammed funds is estimated to be required to
complete the costs of technical assistance.

¢. Productive, Transport, and Community Infrastructure - AHV

A total of $4.9 million from new grant funds will be provided to
fund Rural Road Improvement activities from this amendment for the SNC to
finance the upgrading of 200 kilometers of roads and the construction of 8
bridges in the AHV.

d. Planning Studies

$34,833 financed the cost of the multidisciplinary consulting
team which assisted in the preparation of this Project Amendment.

e. Institution Building

i) Program for Alternative Development in Cochabamba (PADC)
(ex~-5DBY)

(a) Technical Assistance. $2,430,000 ($300,000 from
reprogrammed funds and $1,630,000 from additional monies) will finance the
following: $1,980,000 for four long-term techniciang for approximately 144
months of work through an institutional arrangement, and $450,000 for
appro<imately 30 w/m of short-term technical assistance.

(b) Commodities., $50,000 from this amendment will finance
the purchase of three 4x4 utility type vehicles to be used exclusively by PADC
LT technical assistance advisors.

i1) IBTA

(a) Technical Assistance. $2,049,000 ($797,000 from
reprogrammed funds and $1,252,000 from additional grant monies) will be
available to fund the following:s $765,000 for 45 w/m of long-term technical
assistance contracted through an institutional arrangement, $1,224,000 for 72
person-months (3 persons for 2 years each) of LT institutional contractors,
and $60,000 for 6 w/m of &1/T.h. under PSC arrangements.

i11}SNC

(a) Technical Assistance. $150,000 from new grant funds will
Le used to fund the contracts of two Bolivian professionals during a 24 month

period.
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(b) Training. $63,000 also from new grant funds will be
disbursed to finance 12 in-country short-term seminars for SNC professional
staff.

iv) MACA Subh-tecretariat for Alternative Development and Coca
Crop Substitution (MACA/SHADCCS)

(a) Technical Assistance. $100,000 from new qgrant monies
will fund 20 person-months of ST/T.A. from third countries using the PSC
arrangement.

v) Project Management

A total of §100,000 (500,000 from reprogrammed funds and
$300,000 from new arant monies) will be provided e¢s follows: (a) $420,000
will finance the contract of 4 Project Coordinator for 4 years, and (b)
$380,000 will cover all direct costs of two local Project Assistants for a
period of 4 years each.

f. Evalunatians/audits

£140,000 from additional grant funds will he used to finance the
execution of ? outside evaluations and 2 independent audits of the Project.

g. Price/guantity Contingencies

$120,000 (%.3%) under reprogrammed funds and $490,000 (approx.
5.1%) under new grant mr=at-7 il be et aside to cover price/quantity
variations on the above estimates.

2. AID Loan fonly reprogrammed funds)

a. Agriculture and Forestry Production
1) Chapare Development Activities

(a) Research and Extensinn. A total of $2,328,000 will be
available to finance the following IBTh/Chapare's activities during the
remaining life of the Project: (1) $67,500 for covering the stipend cost of
about 45 farmers at $30/mo who are assisting IBTA in the implementation of
demonstration farmsy (2) $292,000 for covering costs of inputs for IBTA's
nurseries; (3) $70,200 for covaring the costs of 26 one-week workshops for
Chapare farmers at about $2,70C/ecach; (4) $29,000 for the conmunications
program supportinag extension activities at approx. $7,000 per year; (5)
$350,000 for construction at IBTA's research facilities, of which about
$260,000 will bhe spent at La Jota and $90,000 at a new substation; (6)
$149,600 for the payment of the costs of about 22 workers at approximately
$£13G/mo x 50 mos in the research stationsy, (7) $1,319,681 for financing a
plant material production program, which will provide Chapare farmers the
necessary material for coca hectares eradicated, and (8) $50,019 for
miscellaneous expenditures of [BTA,
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i1) AUV Activities

(a) Natural Resources Management. $380,000 will be spent as
follows: (1) $150,000 for a relorestation subproject to be implemented by an
institutional agreemeant between the SDBT and the CORDECO-COTESU Project; (2)
$10C,000 for financing a natural resources study to be conducted by CUMAT, (3)
$30,000 for funding a forest inventory pre-investment study; (4) $50,000 for
financing a watersned nanagement pre-investment studyy and (5) $50,000 for
financing tihe construction of flood control structures for the towns cf Mizque
and Omereqgun,

(b) Agricultural Production. $505,000 wi1ll be available for
the followinyg funding: (1) $240,000 for financing research and extension
activities organizations such as: Improved Potato Seed Service, the PFairumani
Crop Technology Institute, as well as the Food Technology Research Center of
the "Universidad Mayor de San Simdn", and the Tarata Agricultural Technical
Institute, (2) $%0,000 for institutional support for the above organizations)
(3) $100,000 for the training of farmers and technical members of the above
institutionsy (4) $£40,000 for cropplng systems pre-investment studies; and (5)
$75,000 for livestock management pre-investment studies,

tr. Rural Tndustry and Marketing

1) Cnapare Development Activities

$640,000 witl be used to finance the following activities:
(1) 3$360,00 for a swine agroindustrial subproject already approved by the
USAID/Bolivia Missiony (2) $£230,000 already approved to finance a citrus
subproject of the Del Valle company for funding two small agroindustries at
Chaparey and (3) $50,000 for covering the necessdary costs for pre-investment
studies by the PROAGRO institution in Chapare.

11) AHV Activities

A total amount nf 150,00 will be used as follows: (1)
$75,000 for financing marketing studies of agricultural and agroindustrial
commodities) and (2) $7%,000 will cover the costs of pre-investment studies
for agricultural proluction processing to be carried out mainly by the PROAGRO
organi zation,

c. Productiwve, Transport, and Community Infrastructure
i) Chapare Development Activities

41,000 w1l finance the completion of two «lectrification
studies in the Chapare region with the companies NRECA and Commonwealth.
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(b) Salaries and Stipends. $800,000 will cover the payment
of salaries, bonuses, and stipends for IBTA's staff.

(¢) Commodities. $278,000 will cover the purchase of the
following: (1) $170,000 for agricultural equipment and tools to support
IRTA's new plant material production program, (2) $25,000 for 1 microbus, (3)
$10,000 for dorm equipment, (4) $50,000 for laboratory equipment and supplies,
and (5) $23,000 for audiovisual and office equipment.

(1) Operating Costs. $570,000 will be used as followss (1)
$175,000 for fuel, estimated at $3,500/mo x 50 mos, (2) $50,000 for office
supplies, (3) $85,000 for travel and per diem, and (4) $210,000 for covering
costs of vehircles, spare parts, maintenance and 1nsurance.

[

(o) Miscellaneous expenses: $49,500.

1a1) MACA/SSADCCS.  $150,000 will pe provided to procure office
equipment/furniture and computers in support of the operations of this MACA
Sub-gecretariat,

. Otrer Costs
Pr_ce/tuantity Contingencies. $300,000 representing
approximately 3% ot reprogrammed loan funds which will serve to cover expected
variations in the cost estimates under the previous items.

3. P1-480 (reproyrammed and new funds)

a. Agriculture and Forestry Production

i) Chapare bevelopment Activities

{a) Agricultural Production Credit. $12,000,000 of credit in
local currency funding will be disbursed by Banco de Cochabamba and Banco
Industrial y Ganadero del Heni, and/or Banco Agricola de Bolivia in the
Chapare Regyion,

11) AHV Activities

{a) Natural lesources Management. $725,000 will be spent as
(ollows: (1) $295,000 for a reforestation subproject to be implemented by an
institutional agreement between the SDBT and the CORDECO-COTESU projec.y (2)
$200,000 for financing a natural resources study to be conducted by CUMAT; (1)
$100,000 for financing a watershed management pre-investment studyy (4)
$30,000 for financing two forestry nurseries to be managed by the SDBT; (5)
$100,000 for financing the construction of flood control structures for the

towns of Mizque and Omeregue.
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(b) Agricultural Production. $2,455,000 will be available for
the following funding: (1) $1,770,000 for financing research and extension
activities organizations such das: Improved Potato Seed Service, the Pairumani
Crop Research Center as well as the Food Technology Research Center of the
"Universidad Mayor de San Simén", and the Tarata Agricultural Technical
Institutey; (2) 4$70,000 for institutional support for the above organizations)
(3) $350,000 for the training of farmers and tecnnical members of the above
institutions) (4) $190,000 {or cropping systems pre-investment studies, and
(5) $75,000 for livestock management pre-investment studies.

(¢) Agricultural Credit. $%,%00,000 of credit in local currency
funds will be channeled by the BAR and/or otner credit institutions in the AHV.

b. Ruaral Industry amnd Marketing

i) <Chapare Development Activities
4$397,000 will re used to finance small agroindustries.
11) AHV Activities
A total amount of $1,900,000 will be used as follows: (a)
$200,000 for financing marketing studies of agricultural and agroindustrial
commoditiesy (b) $200,000 will cover the costs of pre-—-investment studies for
agricultural production processing to be carried out mainly by the PROAGRO

organization, and (c) §1,%06,000 for financing agroindustrial credit projects.

. Productive, Transport, and Community Infrastructure

(1) AHV Activities

$3,741,000 will finance the following activities in tne High
valleys: (a) $25,000 for funding five .rrigation pre-investment studies,; (b)
$190,000 will finance the procurement of equipment to carry out infrastructure
werksy (c) $230,000 will cover the cost of in and out of country trainingy (d)
$100,000 for operational support of agencies implementing infrastructure
workss (e) £700,000 will finance the costs to implement two medium-scale
irrigation systems; (f) $50,000 for financing the upgrading or replacement of
two diecel electricity generators in Ailguile and Mizque, as well as for
funding a feasibility studldy for hydro or thermal electricity power 1in these
townss (q) $500,000 will be provided to finance the costs of rehabilitating
irrigation svstems that will cover up to 1,200 hectares of 1rrigation
rehabilitationy (h) $246,000 for setting up 10 rural potable water sanitation
systems; (i) $1,700,000 for the SNC rural road improvement component to
supplement funds to upgrade 200 kilometers of roads and the construction of 8
bridges 1n the High Valleys.
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d. Investment Fund

$2,696,000 will ke provided to fund small-scale projects in
support for PVO initiatives.

e. Institution Building

i)  MACA/SSDACCS. $2,200,000 will pe provided to finance: a) 20
professionals for 45 months each at $2,000 (avg)/mo ($1,800,000), and b) 15
support administrative officers for 45 months at $326 (avg)/mo (approx.
$220,000). This latter financing will supplement the low salaries paid by the
GOB Treasury i1n support of the MACA/SSDACCS.

11) Price/Quantity Contingencies. $860,000 representing approx.
3% of the new local currency which will serve as a cushion to expected changes
in the above estimates.

4. GOB Treasury (reprogrammed and new funds)

a. Institution Building

i) PADC. A total of $152,000 will be provided to cover support
personnel costs.

ii) IBTA. $570,000 will pe furnished to fund salaries and other
direct costs.

1i11) SNC. $1,600 will be used as counterpart monies to finance
infrastructure subprojects.

0527L
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be used by farmers in these regions to provide construction timber, fuelwood,
and fodder and to supplement their income. The establishment of thest tree
nurseries will cost approximately $30,000. Emphasis will be placed on fast
growing trees which supply a variety of products.

(2) bPre-investment Studices
(a) Land Use Capability ~nd Watershed Management Plans

These studies will involve three major watersheds with direct
implications for actual and future irrigation systems. The actual land use,
potential land use and yround cover studies will cover approximately 86,000
hectares and will enable the development of specific watershed management
plans. CUMAT will carry out the studies and also execute the initial steps of
the implementation strateqy. “The cost of this series of pre-investment
studies is $300,000. 'The stuldioes will be completed within the tirst year of
the project and the management plans ready for implementation at the beqginning
of the second vyear.

(1) Biologreal Diversity Studies and Protected Area Management

h number of areas of biological diversity have been
identified within the project r=gion. Detailed inventories of flora and fauna
are required for the developmer.c of appropriate management plans. These
Atudiens will be carried out by (DO under supervigion of CUMAYT through o
PADC-CUMAT tnter-institutiona]l agreement.  CThe ptudies will cost approximately
$40,000 and take six months. ‘The gtudies will also produce specatic
environmental ecducation packages as part of the management plans for protected
areas,

{(c) Inventory and Management Plans of Xerophytic Forest Resources

Extensive areras of xerophytic (dry) forest are found within
the project region. Their sustained productivity of this valuable resource is
being threatened by extensive grazing activities. This study should result in
specific management plans for the dry-forest resources of the region. The
incremental forest production due to the implementation of these plans would
be used by local forest industries: (i.e. musical instruments and furniture)
and serve as a source of fuelwood, fodder and fruits to the AHV dwellers. The
cost of this study is approximately $60,000 and will be carried out by CUMAT,

(d) Research/extension on EkExtensive Grazing Practices

e resource base of the reqgion is threatened hy extensive
grazing practicea Involving goatn and  gheep g well an catt le,  More
intenaive manigement systoms neod to be developed in order to conserve the
grazing and forest resources of the region. This resecarch/extension project
aims at developing appropriate management packages by means of experiments
invelving the improvement of the forage sources, the rationalization of the
grazing strategy and the improvement ol arimal breeds. This research will be
carried out by the research unit of COTESU/CORDECO and will cost approximately

$150,000 over three years.
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(3) 'fechnical Assistance and Training

The PADC requires the assistance of a forest/watershed management
specialist who would coordinate the activities of this institution and
supervise the projects beinqg implemented by other institutions (CUMAT,
CORDECO, CDC). This assistance should cover the duration of the project and
involve a forest-watershed management specialist with experience in planning
and coordinating activities in a wide range of subjects and within an
interdisciplinary context,

b. Agricultural Production and Credit

(1) Agricultural pFroduction
{a) Immediate Activitics
(1) Improved Potato Seed Production

Potatoes are a major crop for both subsistence and
cash sales. SEPA, the potato sced center, has oxisting programs in clean seed
production and management practices which can be applied immediately to the
needs of farmers. This organization will need $17,000 to finance operational
expenditures (e.qg. purchase of fertilizers, contract of labor) for undertaking
a program of production of certified potato gseed, which will be sold to the
farmers of the Rajay Pampa reglon. Loan budget is $17,000,

(ii) Integrated Pest Management (1PM)

Experience in the project area indicates that when
pesticides are used at alt they are generally used improperly with resultant
limited beneflit in crop production and off site impacts. PROCIPLA, a private
Agency which has received previous USAID support under the Disaster Recovery
Project has the capability of applying IPM technology in concert with other
Linprovements in production practices. It is estimated that PROCIPLA will need
$30,000 to cover its increased administrative expenditures due to the
programmed intensified campaign for the proper use of pesticides.

(1i1) Vegetables and Fruits

Vegetables and fruits, because of their
perishability, require careful timing of production, reliable farm-to-market
transport and/or j,iocessing. Vork in this area shows promise of immediate
benefits and will be managed by the Pairumani Institute in coordination with
the Food Research Center at the San S5imon University. Loan budget is $15,000.
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(iv) Graing, Legumes and Peanuts

institutions such as CIFP have done much work on
improving and adapting crop varieties to conditions found in the high
valleys. With the initiation of the project, on-farm trials can begin in
cooperation with farmer groups and PVOs active in the target area. Loan
budget is $15,000.

(v) Pasture and Forage Improvement

As improvements are made in rainfed and irrigated
agricuvltural production, it will be possible to dedicate part ot that
irrigation water capacity to improvement of pastures, forages, and hy-product
utilization. Planning, inventory, and on-farm experiments can be initiated
immediately. This effort will complement improvements in range management and
reduction of destructive overgrazing being carried out under the natural
resource management component. Loan budget is $10,000.

{(vi) Low Technoloyy Implements

L constraint on the expansion of peanut production is
the lack of appropriate harvest:ng implements. CIFEMA can immediately begin
the design and testing of prototype peanut harvesting tools. Surveys can be
made to determine if thre lack of appropriate tools is affecting productivity
or life quality elsewhele in thic system. Loan budget is §$10,000,

(vii) Tnstitutional Support

Various institutions, including Pairumani, SEPA and
others, will develop inter-institutional agreements with the PADC in order to
provide services on call to the AHV effort. Immediate funding is needed to
fecus their capabilities in support of on-farm experimentation and commercial
trials. These institutions have little experience in working with farmer
groups and PVOs. A total of $125,000 in loan and counterpart funds have been
budgeted for strengchening their outreach capacity.

(b) Pre-investment Studies

The farmers of the Associated High Valleys are at once
involved in the production of a variety oY crops for subsistence and sale,
management of various animal species, and exploitation of forests for fuel
wood and other uses. A list of studies relevant to their needs has been
already identified and is included below. Appropriate organizations to carry
out these studies include the Pairumani Institute, SEPA, Food Research Center,
CIDRE, and others.
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(i) Cropping Systems

Studies will ne made of the combination of crops and
production technologies that (a) meet the farmers needs, (b) are ecologically
and technically feasible, and (c) satisfy subsistence needs or can be
profitably marketed. Combined loan and counterpart funds bhuigeted are
$230,000.

(ii) Livestock Management

Any reduction 1n watershed degradation as well as any
increase 1n the economic return {rom animal production will have to come from
improvements 1n livestock management. Studies will address sustainable range
management, animal improvement, and use of pasture and forages to improve
nutrition. Combined funds budgeted are $150,000.

(c) Technical Assistance and PTraining

A total of $450,000 in lcan and counterpart funds has been
budgeted for thege activities.

(1) Technical Assistance

To complement the capabilities of the PADC staff, tne
PVOs, the international advisors, and the national institutions involved in
project implementation, individual consultants will be called upon on a
regular basis to meet project needs. Areas of expertise will include soils,
crop and animal production, processing and marketing.

(i1) Training

Short-tera training focused on specific project needs
will be an i1mportant project activity. Professional/technical personnel will
receive out~of-country tralning in such high priority areas as soil
conservation and water management, management of specific crops, and post
harvest handling. In-country training will be a combination of technical and
field activities. Topics include improved potato seed production (SEPA), land
capability assessment (CUMAT), cross cultural communication, and soil and
water management.

Farmer training constitutes a major element of the
project. Field production training can be combined with practical exercises
for technical personnel. Radio will be an important component of the PADC's
communications pragram. Group meetings and field days employing a variety of
visual aids and farmer para-technical trainers will pe used extensively.
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(d) Research and Extension

‘'ne two activities will be closely integrated. Research will
focus on specific needs expressed by farmers or observed by the team. Results
will immediately become part of the extension and training programs directed
toward farmers, farmer organizations and PVOs. On-farm experiments, trials
and demonstrations will nave an immediate extens on function. Off=farm
resedarch will support the processing, industrialization and marketing
components of the project. $100,000 in lean and $1,770,060 1n counterpart
funds are programmed for this activity.

(?) Agraicultural Production Credit

Tne PADC will work with those agencies of the Banco Agricola de
Bolivia (BAB) working in the project area (i.e. Associated High Valleys and
the Chapare) to establish a program for distribution, supervision, and
recovery of the dgricultural production credit to be administered through the
CRDP. The structure and administrative operation system of the DAB agencies
working in the project should be set up accordina with the requirements
estabplished by the PALC., Besides establishing the general and specific
procedurcs for credit management, the PADC will arrange any technical
assistance nececsary to strengthen the capacity of the BAB to implement this
project component. In particuler, technical assistance and/or training will
include the areas of credit management and agricultural credit evaluation.
The PANDC will aiso analyze and, to the extend judged necessary, provide
funding for logiatical gupport to BAR aqencien in order for thoem to best
marage project credit,. In establishing the credhit program consideration wi
be given to tuilding operational and personnel costs in the interest rate
spread.  'The BAB will provide experienced, nigh quality personnel who will be
able to undertake actions for efficient and effective credit management. The
BAB will also provide streanmlined financial management with sufficient
controls btut with an agile and flexible system for credit delivery and
accountabiltity. ‘The funds provided by the PADC to BAB for credit purposes are
exclusively for the BAR agencies i1n the project area, and these agencies will
give credits exclusively with moncey funded by the PADC. Credit eligibility
criteria will be in line witnh those established by the PADC. Interest rates,
terms, collateral rules, and commissions will coincide with those estaplished
fer agricultural credit lines under the PL-480 Program and will be approved hy
the PADC and USAID. Tamits for amount of credit and levels of credit which
can be approved for activities under the project will pe established with
approval of tue PADC. The BA3 and PADC will maximize collaboration with
agricultural producer associations {or credit management alonqg the general
lines establisned by other PL-480 agricultural credit programs., Of a total
#17.5 million available for this activity, up to $5.% million will bhe
programmed for agricultural production credit in the Associated High valley
regions and $12 million for the Chapare. In the case of the latter, Project
conditionality, discussed above, will reaquire that Chapare credit applicanls
be certified by DRAPCO as not producing coca.
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{3) Private Agricultural Organizations {(PAO)

The Associated High Valleys and Chapare comnunities participating
in voluntary eradication will be significant beneficiaries of the PAO
project. This project will provide technical assistance, training, small
grants and loans to existing cooperatives, agricultural associations, and
rural farm unions in order to strengthen their capacity to serve farmers. The
Cooperativa Tntegral de Servicios Cochabamba Ltda. located in Punata is one of
the most successful PAOs. It will be one of tne organizations assisted in its
activities in the project area. This separate project has an overall budget
of $11,500,000, of which up to $1,800,000 will pe available for strengthening
organizations in the associated high valleys and Chapare communities
participating in voluntary erdadication.

2. PRODUCTIVE, 'TRANSPORT, AND COMMUNITY INFRASTRUCTURE

a. Irrigated Agriculture, On-Farm Water Management and Potable Water

(1) Immediate Activities
(a) Studies

Before the upcoming rainy season, a survey of dry season, low
river discharae will be initiated. For this purpose about 20 water measuring
flumes have to be 1nstalled to allow better selection and final dimensioning
of the swall scale projects. Simultaneously, an irrigation efficiency study
at tyvpical sites has to be carried out, also utilizing flumes. The program is
expected to cost $140,000, to be speat mainly during the latter part of 1987
and during 1988. A balance of funds will pe left for continued observation
and analvysis.

In coordination with the npatural resources management and
environmental monitoring activities, special sites will be selected for
installation of recording raingauges, flumes, water level recorders, flow
splitters, and sedimentation tanks in order to get more information on
rainfall, runoff, sediment discharge, and water guality relations. Also,
several sections of watersheds of approximately 1,000 m? will be selected
for 1nstallation of concrete retention bars and measuring equipment. Some of
them also will be fenced to Lecome exclosures, to measure the effect of
elimination of grazing. Local communities near these plots that are willing
to participate in their maintenance are essential in order to obtain realistic
data. Individuals will pe recruited locally. Implementation of the
hydrologic and sedimentation studies will be carried out through the Hydraulic
and Hydrotogic Institute (HH1) in La Paz and hydrologists in Cochabamba. By
the end of 1987, a 2 month consultancy of an experienced erosion/
sedimentologist will ne reguired.

o
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The social study of Aiquile prepared by Yara Carafa, et al,
will be increased to cover an expanded geographical area and the information
gathered will be detailed more specifically in the areas of water (potable and
irrigation), animal husbandry, and health and housing, with the aim of
increasing knowledye of underlying relations and pinpointing i1nvestment
opportunities in these sectors (e.g., water systems, irrigated vegetable yards
for Womer's and Parents' Clubs, and Chauas prevention desiygns {or housing).
Implementation of the social study may lead to specific activities in
cooperation with CRS, CARITAS, and/or other groups.

(b) Upygrading of Water Systems

In cnordination with PVOs and community groups in Mizque and
Aiquile, and based on existing knowledge of social relations, hydrology, and
soils, approximately % small projects will be selected for rmmedhate
improvement of water derivation structures and improvement and extension of
water distribution infrastructure. Also, two similar 1rrigation systems in
Tarata will be initiated 1o coordination with the local Irrigation Committere.
These 1nitial projects are expected to cost $5%0,000, plus an amportant
contribution, mainly :n the form of labor, to ne furnished by the itnvolved
communities,

All togetner the project may i1mplement irrigated agriculture
on 1,700 hectares that do not yct receive irrigation water and improve
irrigation on some 1,500 necrares., Unit costs for newly i1rrigated land are
estimated to ne §$1,500/hectare and for i1mproved irrigation systems
$700 /hectare.,

$520,000 no= neen budgeted for planning and supporting
activities. For training «t the professional, technician and farmer level,
the budget provides $400,090. ‘“nis training 1s crucial for successful
operation of the irrigated agriculture systems to be developed.

(2) Preinvestment LUtudies
(a) vVacas - Arani

Tnis study will ne implemented once the initial activities of
the program are in execution. Tnis study would lead to a subproject for the
irrigation of over 500 hectares of salinized land and would inciude analysis
of the complicated irrigation and drainage problems associated with
large-scale desalinization. It will be necessary to start with the casier
subprojects first, in order to ohtain field knowledge regarding the
specialists available 1n Cochabamba.
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L. Rural Roails

The improvement of rural roads is dan important pre-requisite to
creating better conditions for the marketing of agricultural products. In
support of OZRDP ob.jectives, the Rural Access Roads Il broject has already
begun the inprovement of two 1mportant sections oi rodd in the associated high
valleys, one running fron Lago Angostura to Arani and the otner from Alguile
to Mizaue. Improvements on two additional sectionsg, Arani-Rodeo and
Rodeo-Mizaue, are under study for future construction when remaining funds
from the Rural Access Roads [l Project are de-obligated and re-onligated for
financing th:is CPDP component.  Tne PADC will establish the most effective
arrangements for implementation of this comporent (either througn SNC Force
Account or through priviate company contracts.)

c. Community Infrastructure

Based on the further findings of the social study, 1t is perceived
that the construcrion of potanle water gystems is an essential element of a
rural inteqrated development process that intends to upgrade the standard of
living in tne AHV. Therefore, potable water projects will be funded, whicn
will be carried out by privar- construction companies to be contracted hy the
PADC,

d. Flectrification

An 1ncreased supply of electricity 15 essential to achieving the
project goal of stimulating agro-processing activities and rural industry in
tne Southern district. In order to improve the electrical supply, the project
will sufport the repair or replacement ancd 1mproved maintenance of the diesel
generators which currently provide electrical enerygy to the towns of Aiquile
and Mizaue. The project will also support the carrying out of a definitive
feasibility study oxploring tne possibility of using mini-hydropower plants or
small thermal energy *» yenerate electricity for the region. Should this
study demonstrate tha. the above activities are feasible, the project will
finance them and the PADC will contract private companies to carry them out.

536L
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Tarata and the southern district. Priority areas of support would include the
construction of an additicnal dormitory, the irrigation of the 23 hectares of
land for improved pasture, and the development of a concrete outreach progran
that would support PADC efforts to develop the irrigated agriculture potential
of Mizque ani Tarata,

The Promotion Committee of Laka Laka was formed by a group of prominent
citizens of Tarata in support of a project to build a dam on the Calicanto
River. Ultimately, it was hoped that the dam project will provide irrigation
for some 400 has. of land, potabple water and hydroelectric power for the town
of Tarata, and that the resulting reservoir could be the gite of a fisheries
project. Unfortunately, the plans for the dam project suffered from flaws in
tne design and management of the irrigation system and design of the dam
itself. As a result, the CRDP re-design team proposed that an alternative
approach be taken in which the river basin management and water distribution
issues be addressed first as a pre-condition to correcting the dam design and
proceeding with the construction. The problems with the Laka Laka proposal
and the team's response are described in detail in the attached report dealing
with irrigqation and environmental issues. 1In spite of the difficulties
presented by the original dam project, the Promotion Committee has shown
itself willing to entertain alternative proposals regarding development
activities in the area, and it has done a considerable amount of work in
mobilizing the urban and rural populations in support of this and other
development projects. Should the PADC wish to initiate activities in Tarata
1n addition to those slated for the southern district, the Promotion Committee
could provide significant assistance in marshalling local support and
cooperdation.

CI1DRE has worked closely with the Promotion Committee in Tarata
in tne promotion of development activities, including production of a
monograph with a very complete summary of the socioeconomic data availapble on
the province of Esteban Arze, in which Tarata is located. CIDRE engineers
ajso designed the dam of Laka Laka discussed above. In spite of the design
errors, the CIDRE engineers have solid technical backgrounds, and have
1ndicated a willingness to work with the PADC or another institution in
correcting the deficiencies. Snould the PADC decide to proceed with efforts

to design 4 flood irrigation system as a first step toward possible
realization of tne dam project, CIDRE would be an excellent institution to
conduct the necessiry socioeconomic studies related to land tenure, water

Aistribution, and labor availability. CIDRE could also conduct the market
studies needed to vlan a rational production strategy to take advantage of the

increased production potential offered by irrigation.

0536L
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PROJECT TECHNICAL ASSISTANCE PLANS

A. IBTA/Chapare Technical Assistance (continued from Phase I of Project)

IBTA/Chapare will continue to receive technical assistance to support its
work under the CRDP. The present institutional contract, due to terminate on
August 31, 1988 will be reviewed and the best mechanism to continue assistance
to IBTA/Chapare will then be identified and implemented.

B. Associrated High Valleys Technical Assistance (New)

l. Long Term Technical Assistance (Summary)

The general functions of the long-term technical advisors will be
to: 1) assist the PADC in analyzing and addressing development problems in a
multidisciplinary manner that reflects the interplay of the diverse factors
underlying migration to the Chapare and elsewherey and 2) help insure that
this multidisciplinary approach 1s reflected in the PADC's task of
coordinating the activities of other institutions. In order to accomplisn
these tasks, the technical advisors will work closely with one another as well
as with their Bolivian counterparts. For example, the improvement and
expansion of 1rrigation works will not have the desired impacts if these
activitics are not closely coordindted with the development of farming systems
designed to take advantage of the improved production capacity. Neither
irrigation works nor farming systewms development will proceed well in the
absence of improved understanding of land tenure and water distribution
issues. Equally, increased production will bring few benefits to farmers
unless substantial obstacles to marketing are addressed. 1In addition, the
environmental problems associated with extensive livestock ygrazing must be
addressed together with the problems of labor scarcity and the lack of
alternative forms of savings to investment in animals that this production
regimen implies. All long-term technical assistants should remember that the
overall project goal of reducing migratory pressure is a social and economic
one, and technical solutions to specific problems must be consistent with this
overall goal.

4. Scope of Work for International Social Science Advisor

The international s5ocial science advisor will hold a Ph.D. in
anthropoloyy or sociology, and pe experienced in conducting
development-related research. Because the high rate of migration among the
male populations of many of the communities makes the incorporation of women
into development activities sponsored under the project essential, the ability
t gpeak (Quechua for working with monolingual Quechua speaking women is a
highly desiirable complement to fluency in Spdanish.
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The social scientist will work primarily in support of the
coordination and planning division of the PADC. Duties will he concentrated
in three areas: 1) to conduct and supervise social science research; 2) to
interpret socio-economic data and advise the director of the PADC on the
formulation of a strateqy for reducing miyratory pressure through development
activities); and 3) to develop a promotion plan to strengthen the capacity of
peasant organizations to articulate development needs and to initiate
activities on their own behalf that can be supported py the PADC.

The social scientist will investigate land tenure 1ssues and
water distribution in areas of project activity to determine how patterns of
land ownership and distribution may affect the ability of beneficiaries to
respond to the opportunities provided. The social scientist will also
investigate the impact of migration upon labor availability, and i1ndicave how
this may constrain the ability of the project to promote productive activities
requiring additional labor investments by bheneficiaries. Based upon this
information, s/ne will work with irrigation and agricultural specialists to
devise appropriate forms of production support.

The social scientist will also assist in the evaluation of tne
extensive livestock grazing regimens found in many dryland areas of the
project. S/he will indicate tine significance of this regimen in terms of
factors such as the value of livestock to families as a means of storing
savings and as a contribution to the diet, and the i1mportance of livestock as
a resource base for women. Based upon this information, s/he will work with
the PADC to develop alternatives to extensive livestock grazing that are less
environmentally destructive. This activity should be closely coordinated with
activities to be carried out under the project in range and forest management,
animal husbandry, and feed and pasture production.

The social scientist will conduct intensive, long-term migration
studies in areas of project activity. These will have two major purposes.
The first will be to link migratory patterns to social class divisions in
order to anticipate differential responses to development activities promoted
by the PADC. The second will be to establish a set of baseline data for
monitoring the impact of project activities on migration rates.

Tne social scientist will also examine household resource use 1in
areas of project activity in order to assess the level of indebtedness that
families are able to sustain. S/he will work with the personnel of the
financial unit of the PADC in interpreting this information in order to design
mechanisms through which production credit services may be provided to as
broad a portion of the rural population as possible. The sociologist will
also work with the finmancial unit to explore alternative ways of organizing
producers into associations capable of undertaking agroprocessing and
commercialization activities,
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the advisor will work closely with PADC and collaborating
institutions in collection and analysis of data at the farm level. ‘These data
will provide a timely basis for changes in project activities in response to
feedback from the farmer.

The advisor will collaborate closely with social science and
irrigation specialists working witn the PADC to assess current
agricultural/livestock systems and identify where and when appropriate changes
can be promoted in response to farmer needs or demands. Because of the
serious problems of envirommental Jdeterioration and the saturation of the
regional agricultural market, the [arming system needs to be placed firmly in
this broader context. Thus, changes in farming systems must not pe limited to
achieving increased production, but must take into consideration issues such
as rural/urban terms of tracde and tne sustainability of i1nnovations in
productinn.

The advisor will also work with the PADC and collaborating
institutions in the desiyn and implementation of training act'.vities for
farmers and technicians. Thege will include short courses, farmer group
meetings, fimld days, and daily farmer contact. In planning these activitics,
the advisor will coordinate with the PALC in developing the means of extending
information to farmers on increasing agricultural production and improving the
management. of their natural rescurce base.

c. Long-term Advisor in Irrigation and On-Farm Water ilanagement

The international advisor in irrigation and on-farm water
management should have graduate training in hydrology and irrigation
engineering. S/he should nave at least ten years experience in small to
medium scale irrigation system design and management 1n developing countries.
Fluency in Spanish is a pre-requlsite. Because the project has a relatively
short programmed duration of three years, activities will be demand driven,
This will require that the advisor work closely with rarmers, farmer
organizations and PVOs to identify and evaluate development opportunities,

The 1rrigation advisor will work primarily with the production
division of the PRDC in executing project activities through government and
privatn agencies tnat work directly with farmers. Close cocrdination will pe
maintained with the international farming systems and social science advisors
and their counterparts. 'The advisor will collaborate with watershed
management activities in calculation of streamflow and sedimentation data
important to irrigation planning.

The advisor will coordinate the rehabilitation of existing valley
irrigation systems with responsibility for:
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(a) providing operacional support to agencies carrying out
irrigation activities, with final responsibility for
approving projects;

(b) coordinating procurement of equipment as needs are identified,

{(c) evaluating the soundness of irrigation proposals based on
hydrological data, water demand versus availability, drainage
requirements, availability of construction materials and
enginecring designy

(d) assuring tnat propesed irrigation water wanagement is not in
conflict witn local usage, watzr rights or 2nvironmental
concerns stipulated in the Environmental Asscssmenty and

{e) Assuring that the proposed works are in harmony with local
community organization, equitable distribution of benefits,
accepted agricultural practices, and regional markets and
farming economy.

As part of the project pre-investment activities, the advisor
will coordinate such activities as water and salt palance studies,
geohydroloyy mappinyg, main canal routing, and master water plan preparation,

The adviscr will provide on-farm water management support to
rainfed crop production activities. Included are technical feasibility
studies for micro scale gravity-fed sprinkler and furrow irrigation systems
4nd water conservation/drainage practices on the farm. This activity is
particularly important in broadening the accuess of the regional population to
irrigation benefits.

The advisor will work with counterpart institutions and
individuals to estapblish a strong technical information base including
published works, technical reports, and the storage and interpretation of
guantitative date related to climatology, hydrology, water use, salinization,
and crop yields.

Tne advisor will coordinate technical assistance and training
related to irrigation. Training activities will include identification of
professionals to conduct training, design of training activities and
materials, and procurement of equipment.

2. Short-Term Technical Assistance

It is anticipated that short-term technical assistance will he
required in support of several areas of project activity. The specific
project areas, the kinds of technical specialists required, and the tasks to
be performed are indicated below:
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Irrigation and Natural Resource Management

A geomorphologist with practical experience in studies of erosion

and deposition will be contracted. The geomorpholist's tasks will inclnde
examination of the following subject areas:

1. Erosion - Wnere is it occuring? What 1s the cause? Wnat can
be done to minimize the process? How effective are
management practices likely to be?

2. Sedimentation - From whence do sediments affecting irrigation
infrastructure come? How can sedimentation he controlled?

3. Fleoding - What criteria ghould be applied 1n the location
and design of proposed bridges?  How can the runoff peaks
that cause flooding be reduced?

4. Stream corridor - How can 1t be managed effectively?

Evaluation Design

A social scientist with experience in designing and conducting

evaluations will he contractad. The social scientist's tasks will include:

d.

1. DNesign af .« monitoring methodoloyy for the Associatad Hign
Valleys project,; and

2. Providing periodic assistance to the PADC staff wn refining
and adjasting 1ts evaluation process.

Expert in the Use of Para-Yechnicians in Rural Pevelopment

The tasks of this expert will include:

1. Assessment of the need for and the existance of candidate
para-technicians in the Associated High Valleys, and

2. Design of a training program for para-technicians to meet
farmer demands 1n project areas.

Community Forester

The tasks of the community forester will include:

1. Design of a forest management and plantation forestry
strategy for the Associated High Valleys) and

2. Training of foresters in the seedling production and
management practices appropriate to each species recommended.
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e. Range Managenent Specialist

A range management specialist witn practical experience in
managament of sheep, goats and cattle will be contracted. The tasks of this
spuctalint will tncludos

. Assessment of the carrying capacity of the ranygye/forest land
in the project area; and

2. Recommendation of management practices for the animals used
in the area including possipnle annual improvement and use of

supplementary feeding.

f. Farming Systems Agronomigt

The tasks of the farming systems agronomist will include:

L. Identification of the major types of farms for the purpose of
designing appropriate management plans)

2. Design of a low input management plan for each farm typey and
3. Implementation of a short course on tasxs above.

It will also be important to draw upon short-term assistance to
monitor the progress of the revised project's implementation. This monitoring
will assess the progress of the PADC in developing a strategy for reducing
migratory pressure and undertaking projects that are consistent with that
strategy. In addition, the decentralized organizational structure of the PADC
will need to be evaluated to see that it 1s naving the desired results of
promoting greater PADC visibility, improved implementation of project
activities, and increased local participation in project design and
implementation. Finally, the success of the PADC in coordinating the
activities of other institutions within the context of a regional development
model intended to reduce migratory pressure will need to be evaluated in order
to assess the desirability of using the revised project implementation as a
model to be applied i1n other areas that send large number of people to the
Cnapare.
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ANNEX J - MAPS

Map of Bolivia Showing Project Areas
Map of the Chapare

Map of the Associated High Valleys
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ANNEX o) BOLIVIA

LOCATTON OF TIE CHAPARE AND ASS OCTIATET

HIGH VALLEYS REGIONS
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