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PART I. Strategy and Overview of Performance
A. Strategy

The Mission's new CDSS for the period FY89 - FY93, drafted in
April 1988, was approved during last June's program week. Given the brief
time that has elapsed, no modifications have been made 1n the strategy.

USAID's priority goal, among the four established by the LAC
Bureau, 135 "Basic Structural Reforms Leading to Rapid and Sustalned
Economic Growth."™ The secondary goal is “Shared Benefits of Growth," with
*"Economic Stabilization™ and "Strengthened Democratic Institutions"”
following in order.

With the bold economic measures adopted in the New Economic
Program (NEP) and the IMF/WB Structural Adjustment Program, Bolivia has
essentially achieved economic stabilization. The principal task now 1s to
reactivate the economy, accelerate the rate of growth, increase incomes and
raise living standards. While democracy remains fragile, it has thus far
withstood the socio—-political pressures brought about by the country's
economic crisis. Our ultimate goal is to assist economic growth - - the
sine qua non to the nurturing of a still very fragile democracy.

The GOB has not yet made public the l0-year economic development
plan mentioned in the CDSS. The most recent draft, however, continues to
base the future of Bolivia's economic development on exports in the belief
that the country's domestic market is too small to serve as a developmental
focal peint. Although USAID is not prepared to rely on exports as the
exclusive rationale for its entire strateqgy, we agree with the GOB's
emphasis on export-led growth and propose to orient the production side of
USAID resources towards a non-traditional export bias.

We agree with WB/IDB projections that non-traditional exports,
largely composed of agricultural and agro-industrial products, have the
best potential for medium- and long-term growth. Non-traditional sxpor:s
will alsc help diversify the Bolivian export sector which has tradit:onally
relied on one or two products, and will take advantage of Bolivia's cheap
and abundant labor force. However, in order to realize this potential, :-2
GOB must adopt a competitive exchange rate, implement new incentive systens
for exporters, provide adequate credit for exports, and develop an adeguate
anformation system, among other related measures. Within the framework o>
US legislative guidelines, USAID intends to assist the GOB to seek marx2:s
for selected agricultural products and small industrial goods.

Strengthening the private sector will continue to infuse the
Mission's strategy to achieve broad-based economic growth. In addition IO
improving the financial, policy and institutional conditions that currently
constrain the private sector, the program will strengthen the
entrepreneur:ial spirit of businesspersons, large and small, develop a-!
enhance their institutional capacity to participate 1n the formulatinn =1
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new market-oriented economic policies, and generate the new employment
opportunities that are critical to economic reactivation.

"Improving the agriculture sector will be high on the list of
Mission priorities. Based on the information provided by the USAID-funded
agriculture sector assessment conducted in late 1987, USAID will focus on a
market-oriented agriculture strategy. The intent will be to improve the
efficiency of the production/marketing system in order to lower the cost of
food to consumers as a means of partially addressing the problem of
malnutrition, and raise small farmer incomes.

The above objectives are within the top prisrity bracket of the
Mission's strategy. The second priority stratuw. of objectives are related
to the second goal, shared benefits of growth., The most significant of
these is the reduction of infant and child mortality through improvements
in service delivery systems. :

Family planning will play a much larger role in USAID's activit:ies
during the CDSS pericd, as it 1s clear that the country simply cannot
permit its high rate of population growth to go unaddressed if it expects
to achieve economic growth with equity. Moreover, family planning is a
primary child survival intervention. While the MOH continues to officially
espouse a pro-natalist policy, other groups within the GOB have more
enlightened views. USAID will support these groups as part of its
strategy, and will also use PVQ and private sector channels for the
delivery of family planning information and services,

The degradaticen and lepletion of na nvAl rearuree: has not ooache
critical proportions in Bolivia, but it is nonetheless a growing probiem
that we will continue to address through local currency rescurces.

The reduction of narcotics trafficking is a special objective, one
that will continue to occupy significant Mission and GOB attention and
resources over the CDSS period. While progress has been made with respect
to eradication efforts, measures have recently been adopted to accelerate
the process. Most notable among these are the relaxation of eligib:ility
requirements for individual and community initiatives to eradicate and
increased ESF levels.

Employment generation is a theme that permeates USAID's strategy.
Through Mission efforts in the private sector, it i1s anticipated that
85,000 net productive jobs will be created by 1993, In addition, the P.L.
480 Title II food for work program will continue to support temporary
employment efforts, and create urban and rural infrastructure. At present,
36,000 pecple are being employed under the program.

While a presidential election will be held in May of this year, we
do not expect the outcome to affect significantly either the current
economic path or the USAID strategy. Leaders of the two major opposition
parties have indicated to USAID/Embassy their view that stability and
continuity are critical to Belivia's future and both parties are likely o
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emphasize economic growth as well as social concerns. The Mission's
proposed program is flexible enough to respond to moderate changes in a new
government's development strategy. FPor example, should a new government
draw away from the current emphasis on exports, an unlikely scenario, the
Mission would still be involved in the kinds of areas (e.g. private sector
development, financial structure improvements, agriculture productivaty/
marketing, etc.) that would need to be emphasized in any economic growth
oriented development approach. And in any event, USAID will continue to be
involved under its current strategy in social sectors, particularly with
respect to child survival, housing, employment and school feeding. We
will, therefore, be in a position to offer assistance should a new
government put more emphasis in these sectors.

Finally, the Mission has decided to reduce the number of
objectives 1t will pursue, and will look for ways to continue to eliminate
objectives and consolidate our portfolio. We simply cannot continue to
accommodate the "Chinese menu" of objectives without dissipating our
financial and staff resources, as well as our program impact. There i3
always a temptation to respond positively to the myriad of objectives and
new mandates that emerge from AID/W, whether or not they make programmatic
sense in this country context. Yet this may have only a fleeting impact,
and in fact may adversely affect our ability to implement the USAID's core
prograa by sapping our already limited staff energy. We intend to be more
judicicus in selecting program objectives. We intend to more freely
explore co-financing or parallel financing possibilitiea with other donors,
especially the IBRD-IDB. Co-financing arrangements are attractive; they
offer the promise of enhancing policy leverage, and maximizing our
resources to achieve program objectives.

B. Overview of Progress
1. Increase Agricultural Production

The principal problems affecting the agricultural secter in
Bolivia do not revolve arcund production but arounéd marketing,
distribution and rural finance. The most urgent need is to increase
rural incomes and create jobs, lower the cost of food to consumers, and
expand non~-traditional agricultural exports. Much of A.I.D.'s program
over the planning period will focus on improving marketing systems, with
a medium~term (five year) view towards increasing exports and improving
access to financing on the part of small rural producers and
entrepreneurs.

Three new initiatives are planned during the Action Plan
periods an Agricultural Marketing Project, a Rural Financial Markets
Project and an amendment to the Private Agricultural Organizations
Project. A Project Implementation Document (PID) for the Agricultural
Marketing Project 1is being finalized and 1s expected to be reviewed 1in
Washington in January of 1989, Preparation of the Project Paper will
take place in the Spring of 1989. The second initiative, the Rural
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Financial Markets Project, 1s described in the New Projects Description
section of this document. Finally, a two year, $2 million amendment to
the Private Agricultural Organizations Project will consclidate the gains
made 1n stfenqtheninq the participating organizations. These three
projects, as well as other efforts such as the Market Town project being
undertaken by USAID, other donors and the Government of Bolivia (GOB},
lead us to project modest increases in per capita rural incomes, despilite
a population growth rate of about 2.7 percent.

The principal focus of USAID policy dialogue efforts in the
agriculture and rural development area pertain to the reorganization of
the Ministry of Campesinc Affairs and Agraiculture (MACA). This
reorganization 1s decentralizing MACA operations and is expected to
greatly improve the effectiveness of this Ministry. A second policy
dialogue area concerns the improvement of financial markets in general
and specifically of rural financial intermediation, including the
reorganization of the Bolivian Agricultural Bank and the strengthening of
private rural banks and rural cooperatives. A major accomplishment in
the NWatural Resources policy dialogue area was the publication of an
environmental profile for Bolivia and the completion of a management plan
for the Kempff National Park. '

2. Strengthen the Private Sector

Strengthening the private sector in Bolivia is at the heart
of USAID's and the GOB's strategy for economic reactivation and growth.
Since 1985, the GOR has demonstratasd extraordinary courase 1n correcting
distortions and removing Lavviers to private-secuer led development.
Despite significant accomplishments, such as the creation of a
Superintendency of Banks, much remains to be done in order to improve the
climate for private sector development. Projects such as Strengthening
Financial Markets, Micro and Small Enterprise Development, and Export
Promotion will be addressing policy obstacles to private sector
development and improving the capacity of business associations to lobby
for needed reforms. Under the Policy Reform project, the Union de
Asuntos Privados y Economicos (UDAPE) has already made significant
contributions to economic policy formulation in Bolivia.

Over the Action Plan period, USAID will continue to support
the GOB's privatization efforts. Lending will begin under three
projects: Micro and Small Enterprise, Loan Guarantee and the Housing
Guarantee Program, In addition, we expect that an increased volume of
subproject lending will take place under the Market Town Capital
Formation project, and a major effort will be required to formally
institutionalize the Market Town credit fund. A major evaluation of the
project identified a number of possible options to be further explored,
including the creation of a Development Finance Institution.



-brﬁ
-

Financial training courses will be offered under the auspices of the
Institute for Entrepreneurial and Administrative Development (IDEA) and
public and private .sector export promotion activities will begin under
the Export Promtion Project. '

Major ongoing policy dialogue initiatives include: 1) GOB
issuance of a law allowing the transfer of state-owned enterprises to the
private sector; 2) revision of the banking law to modernize banking
requlations; and 3) revisicon of the national investment law to strengthen
investment i1ncentives for both national and foreign entrepreneurs. While
these laws are being considered by the government, their approval may be
delayed until the new government assumes power.

3. Stabhilize Financial Structures

Stable financial structures are prerequisites to the
investor confidence necessary for economic reactivation. The USAID
program directed at this objectave includes policy dialogue as part of
the PL-480 and ESF programs and the Policy Reform and the Strengthening
Financial Markets Projects. Behavior of price indices, the reduction of
the budget deficit as a percentage of GDP, the rate of increase of credit
expansion and money supply, and the stability of the exchange rate since
1985, have all reflected success in this area. The decline in the real
GDP was stopped and reversed in 1987, but the recovery has been halting
and insufficient thus far. A new three year Enhanced Structural
Adjustment Facility arrangement was negotiated in July of 19388 with the
IMF and i1s expected to help with the reactivation process.

Po'icy dialogue issues that the Mission will continue to
pursue include: 1) assurances from the GOB that it will continue to
follow a responsible monetary-fiscal policy as reflected in a reduced
ratio of fiscal deficit to GDP and a moderate rate of credit expansion;
2) implementation of a flexible exchanges rate designed to avoid
overvaluation of the boliviano; and, 3) pursuit of a number of essential
reforms in the financial system, such as the rules specifying the banks’'
capital and reporting requirements.

4. ©Promote Exports

A February 1988 USAID Conference on Future Directions
concluded that exports of non-traditional agricultural and
agro-industrial products provided the best hope for Bolivia's long-term
economic growth. In accord with a GOB medium-term economic growth
strateqgy, an export emphasis 1s being placed in USAID production-oriented
projects.
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Two USAID projects are specifically geared towards export
promotion, The ongoing Handicraft Export Promotion Project has been
extended and its life-of-project funding increased in order to provide
continued, technical assistance in production and marketing and to ensure
the development of a self-financing institution. The new Export
Promotion Project, signed on November 16, 1988, will provide incentives
to stimulate non—-traditional exports, and will strengthen the capacity of
export-related institutions to offer services, including export-related
information, identification of products and markets, and pre-and post-
embarkation credit.

Other USAID projects are indirectly involved 1a export
promotion. The Market Town Capital Formation Project will begin to work
with a number of private investors in the development of export marketing
plans and may finance a number of export-oriented projects. The Private
Agricultural Producers Organizations Project has encouraged joint-venture
operations and has been working with farmer groups to help explore and
analyze export oppertunities. The new Strengthening Financial Markets
Project, through its financial training component, will provide
short-term management training in export finance and other export-rzlated
topics.

In the area of policy dialogue, USAID has been encouraging
changes in the investment laws covering domestic and foreign
investments. A draft National Investment Law has been completed by a
USAID-financed technical assistance team and has been presented to the
Ministry of Industry and Commerce for consideration. Two Conditions
Precedent to the Export Promotlion Project--implementation of tine Tariff
Reform Certification (CRA) for exporters and the funding of the Naticnal
Institute for Export Promotion (INPEX)}--have been met by the GOB
following signing of the Project Agreement. USARID will also collaborate
with the GOB to identify additional incentives for non-traditional
exports, as well as help formulate a coherent strategy to attract foreign
investments.

This Action Plan contains an unfunded proposal for
$13,000,000 to finance a U.S. Geological Survey project that will assist
the GOB to revitalize its mining industry through a mineral resource
assessment that will identify prospects for gold and other precious
metals with export potential. The Embassy and the GOB strongly support
this initiative that provides a parallel financing opportunity with IBRD
and its propocsed mining sector rehabilitation project. We will be
seeking additional resources to fund this initiative.

5. Increase Access to Voluntary Family Planning

Modern family planning services remain available only %o a
minority of the Bolivian population. A pervasive belief that Bolivia's
demographic problem is one of distribution rather than growth, and a
powerful, conservative Catholic Church, have meant that family planning
can only be justified on health grounds, as a child survival and maternal
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health intervention. Partly as a congsequence of the lack of concern over
population growth, updated statistics are not available for growth rates
Oor contraceptive prevalence nationwide and probably will not be until the
Demographic, Health Survey data become available in 1989.

There 1s some hope, however, that attitudes about family
planning services may be changing, albeit slowly. The Ministry of
Health, for example, has an agreement with USAID to establish a family
planning program in 12 MOH hospitals. More recently, the AID/W-funded
SOMARC project has launched a contraceptive social marketing project,
advertising contraceptives with the permission of the MOH. Although
these are small steps, we believe that the MOH and the Boliviar Institute
of Social Security will introduce family planning services throughout
theair health systems by 1994, the PACD for the new population project now
being designed.

6. Improve Health and Child Survival

USAID's Child Survival strategy promotes oral rehydration,
imminization, birth spacing, and nutrition activities through the public
and private sectors for about 400,000 Bolivian children under age five.
As a result of these and other donor efforts, it is expected that by year
2000, infant mortality will be reduced by half, to 100 in 1000,

Various ongoing projects, among them ORT and Child Growth
Monitoring, Self-Financing Primary Health Care, Rural Sanitation, and a
series of OPG's with at least ten PVOs, contribute to this overall
strategy.

Two new projects are beginning implementation. The Ch:ild
and Community Health Project was signed on July 28, 1988, and focuses on
rural Child Survival activities. The Radio lLearning Project will use
in-class radio programs to improve health and nutrition among children 1in
rural areas. In addition to these projects, two new OPGs have been
signed to improve PVO technical expertise and coordination, one with
Planning Assistance and the second with Save the Children for a PVO Child
Survival Retwork Project.

7. Improve Housing

According to a recent evaluation, USAID technical assistance
has helped the Savings and Loan System regain 1ts position in the
financial and shelter sectors and ensure that the private sector will
continue to play a major role in these areas. This accomplishment 1is
especially sigqnificant because the Bolivian Savings and Loan System 1is
non-profit, has a strong presence in rural areas, and serves many
low-income families.

B. Strengthening Democratic Institutions

The design for the new Strengthening Democratic Institutio-s
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Project is proceeding and will be authorized in the fourth quarter of FY
89, In the meantime, two short term bridge projects, focusing on the
upgrading of the administration of justice and the strengthening of the
electoral process, have been initiated on a small scale basis, A third
element, pertaining to the legislature, will begin after the new Congress
is seated in August 1989, A technical assistance team worked in Bolivia
during the month of December 1988 to finalize the design of the judicial
sector assessment, an initial activity under the administration of
justice bridge grant.

Finalization of the Project Paper for the Strengthening
Democratic Institutions Project will begin February 1989 with the arrival
of the f£irst members of the design team.

9. Promote Alternative Development

The Mission's strategy for alternative development includes
four components: 1) to use the resources and leverage of USAID projects
to support effective GOB narcotics eradication and control programs; 2)
to carry out social and economic development programs in the Chapare
region and the Associated High Valleys of Cochabamba that will result in
the transition from coca to alternative crops; 3) to conduct a nationwide
narcotics awareness program; and 4) to involve other bilateral and
multilateral donors in Bolivia's coca control and eradication program.

The principal projects supporting this strategy continue to
be the Chapare Regional Development Project and the Narcotics Awareness
Project. Under the Chapare Project, the 70% voluntary eradication
farrulia, whith farmers and cowmunities musi mcat i >vder to gualafy £or
credat, technical assistance, and social and productive infrastructure,
has been reduced.

The Narcotics Awareness Project was the subject of a
mid~term evaluation in August 1988 which indicated that the Project is
achieving its goals and objectives. Because of the extreme shortage of
EHR funds and the nature of this project's requirements,- an AID/W FY 1989
earmark of $750,000 for this project will be met with local currency.

In terms of coca eradication, the GOB has made substantial
progress. On July 30, 1988, the GOB certified that Bolivia had exceeded
its target of wvoluntary eradication ¢f 1800 hectares. More recently, 1in
December of 1988, with the GOB signing of the 1989 Narcotics Project
Agreement {including revised annexes to the Bilateral Narcotics Accord
governing interdiction, eradication and substitution activities} and the
approval of requlations for the Waticnal Coca and Controlled Substances
Law, Bolivia satisfied the conditions necessary for certification by the
U.S. Secretary of State. The eradication target for CY 1989 set in the
Bolivian Narcotics Law and committed to in the 1989 ESF Agreement is
5,000 hectares.
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A major issue that potentially affects USG coca eradication
efforts is the availability of sufficient funding, both dollar costs and
local currency, for such program activities as credit, research and
extension, and productive infrastructure, We estimate that the Chapare
project will require an additional $52 million during the next three
years above the amounts listed in our Summary Budget Table.

0568P
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FY 1988 Performance Matrix

OBJECTIVE No. l: Increase Agricultural Production

A. Country Development Trends Indicators: Actuals
1986 1987 1388

1. Real Growth of Value added in

Agriculture -4.7% -0.2% +0.5%
2. Production of Selected Crops

in Metric Tens.

- Potatoes 671,000 604,000 70,000

= Corn 471,000 484,000 495,000

- Rice 135,000 132,000 145,000
3. Self-Sufficiency in basic grains

- Corn 948 97% 99%

- Rice 96% 94s 103%

B. A.I.D. Program Performance Indicators

1988
Planned Actual
1. Agriculture Productivity
Index (1980=100) 96.4 N/A

2. Per Capita Rural Income

(1980 US$) 256 N/A
3. Ag. Ouput per capita Index B85.6 N/A

(1980=100)}
cC. Policy Reform Targets:

Planned Actual

1. Bolivian Agriculture Bank{BAB) To be completed
{BAB) reorganized according 3Q FY89
to Supreme Decree of 1987
2. A decentralized Agricultural Delayed to
Research and Extension Service and the 4Q FY 89
establishment of a viable rural banking
system.
3. Publication of Environmental Conpleted

Profile and Noel Xempff National
Park Management Plan

e b e -
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FY 1988 Performance Matrix

+

OBJECTIVE No. 2: Strengthen the Private Sector

A. Country Development Trends Indicators: Actuals
1986 1987 1288
1. Fixed Private Capital 5.0 4.1 5.8

Formation, as a % of GDP

2. Credit to PS in thousands of 8,487 15,933 13,323
constant Bolivianos

3, Credit to PS (in UsS$000,000) 295.2 603.0 675.4

4. Percentage of gross total credit 26.2 30.5 33.0
channeled to Private Sector

T T = o el e ol e A S e o ke e ol T A A W TR -

B. A.I.D, Program Performance Indicators

1988
Planned Actual

1. Marketing studies under the
MTCF Profect 15

]

2. Micro and Small Enterprise
Project begins implementaticn 40FYB8 1orYeo

e . 10 e i kTl T . - ol T T o T e -

c. Policy Reform Targets:

Planned Actual
1. Decree on transfer of assets to Decree awaits President's
the Industrial Transition Commission signature
2. National Investment laws revised Draft Law 1s under revisw

by the Ministry of
Commerce.

. T - . i o i ol o M . . T T
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FY 19898 Performance “atrix

.

OBJECTIVE: No. 3: “tabilize Financial Structuraes

A. Countrv Develonmert Trends Indicators: Acruals
192+ 1437 1198
1. Consonlidated Public Sector -4.3 -7.58 T
Deficit (as % of GDP}
2. Nvarall Ralance of Pavments =236 =357 NN
Neficit (1IS$0N0,000)
3. Annual Rate of Inflation (%) 65 1 21.5
1. Money Supnly=-M1 (US$000,000) 363 ki:] N/A

. e A —— Y —— o . e e e A -

B. A.I.D. Program Performance Indicators

1988
Planned Actual
1. U.$. nal.of Pavments (ESF} 7.32 7.32
2. PL-480 T:tles I and Iil Local 150 ==
surrency Dishursed (US$000)
3. Implementation of Strenothening 40 FY BB 40 FY 88
Financial Markets Project beqans
c. Policvy Reform Targets:
Planned Actual
1. Improve tax collection Improved suhstant:ially from 35275
procedures million in 1987 to "s435 ~i1l° 1
in 1988,
2. Approval of UDAPE work Accomplished 10QFvY8o
progran by GOB
3. GOR signed an FEnhanced Signed Julv 1933

Structural Adjustment Fac:ility
with IMF

- ——— - — T — P S e R A L A M AN A W W
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FY 1988 Performance Matrix

OBJECTIVE No.4: Promote Exports

A. Country Development Trends Indicators: gctuals
1986 1987 1988
1 Value of Total Commodity
Exports ($Millions) 549.9 472.6 /A
2. Value of Non-traditional
Exports ~ Total {($Millions) 103.9 110.1 N/A
B. A.I.D. Program Performance Indicators 1988
Planned Actual
1. Selected Non-Traditional Exports ($000)
- Wood products 8,500 N/A
- Timber 15,000 N/A
- Coffee 15,000 N/A
2. IDEA to present export seminars 4 9
3, TUnder PAD Project - value of of $240,000 attained
Garlic expo.ts to Brazil
4. Handicraft Project 1 sweaters 13,000 9,000
exported
c. Policy Reform Targets:
Planned Actual
1. Sign Export Promotion Project Proag signed 11/16/88
2. Institute for Export Promotion INPEX is receiving GOB funds
supported by GOB
3. Implementation of Tariff Reform Is being implemented by GOB
Certification {(CRA) for exporters as of 1QFYg9

(1Q0FY89)

——— i S - A - e il T

.
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FY 1988 Performance Matrix

OBJECTIVE No. 5: Increase Access to Voluntary ?hmily Planning Services

A. Country Development Trends Indicators: {Actual)
1986 1987 1988
1. Annual Rate of Population Growth 2.7% N.A. N.A.
2. Percent of couples using contraception 33% N.A. N.A.
3. Contraception Prevalence: Traditional 15% N.A. M.A.
Modern 18% N.A. N.A.

B. A.I.D. Program Performance Indicators FY 1988
Planned Actual

1. Number of women receiving FP Services
under AID-gupported programs

Total 15,400 N.A.
Under Private Sector 13,000 N.A.
Under Public Sector 2,400 N.A.

c. Policy Reform Targets:

None
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FY 1988 Performance Matrix

OBJECTIVE No. 6: Improve Health and Child Survival

A. Country Development Trends Indicators: (Actual)
1986 1987 1988
1. Infant (under age 1) mortality rate 193 167 N.A.
2. Child {(under 5) Mortality rate 218 190 N.A.
3. Population with access to safe watar: urban 69% 09% N.A.
rural 10% 12% NL.A.
B. A.I.D. Program Performance Indicators FY 1988
Planned Actual
1. National Availability of ORT Services 30% N.A.
2. Immunization of Infants under 1 year: Polio 50% N.A.
DPT 50% N.A.
Measles 50% N.A.
TB S0% N.A.

3. Population coverage of
Self-financing Primary Health Care 65,000 80,000
Children receiving Health Services 87,000 177,000

il o N b e k= G -

c. Policy Reform Targets:

Planned Actual
1. Encourage GOB (MOH) to phase in recurrent Ongoing

costs of primary health care.

2. Support GOB's decentralization efforts in Ongoing
delivery of primary health care services.

i b D e U = kS S Y o S S o . S R R S e e T S e A R W e
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FY 1988 Performance Matrix

OBJECTIVE No. 7: Improving Housing

A. Countty Development Trends Indicators: {Actual)
1986 1987 1988
1. Percentage of Households with 60% 60% N.A.

Substandard Housing

B. A.I.D. Program Performance Indicators

Planned Actual
1. Development of a National Housing Policy Dropped as a target
2. CACEN to develop a mechanisms to serve the SEL established in E! Alto

low income area of El Alto.

3. GOB and CACEN compliance with Condition Accomplished
Precedent to USAID low-cost Shelter Program

4. Identification and approval of two water 3 approved
and Sanitation Projects under 511-N-068.

5. 660 New Housing units built N.A.

6. 2,300 Housing Units upgraded N.A.

C. Policy Reform Targets:

Planned Actual
1. Development of a National Housing Policy Dropped as a target
2. CACEN to develop a mechanisms to serve the SkL established -n E:I Alto

low income area of El Alto.

3. GOB and CACEN compliance with Condition Accomplished
Precedent to USAID low-cost Shelter Program

4. Encourage CACEN to formulate a strategy to Evaluation performed o
reduce administrative costs an achieve devise financ:ial ‘:nsti-

financial substainability. tutional work pla-n.

A A T D e " ——— T T . S A S . ke W k. . m o A
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FY 1988 Performance Matrix

[}

OBJECTIVE No. B: Strengthen Democratic Institutions

A. Country Development Trends Indicators: (Actual)

1986 1987 1388
1. % Voting age casting ballots No elections 45 No elections
2. Laws passed 15 15 N.A.
3. Completed court cases in 3 largest distric:s N.A. 41 N.A.
B. A.I.D., Program Performance Indicators FY 1988

Planned Actual

1. No. of 10 most important bills of the 3 3
year passed.

2. % of judges and prosecutors receiving regular 15 5
performance evaluations.

3. % increase in new courts 10 N.A.
4. Andean Peace Scholarships Short term 76 76
Long term 0 0

c. Policy Reform Targets:

Planned - Actual
1. Project Paper design completed and Pro Ag Two bridge grants signed but
signed with government main project development

delayed to late FY 89.
2. Improve the effectiveness of the national Progress to date 15 not

judiciary and legislative systems, and the quantifiable
electoral process,

v A o L - ] S L ] T Ty A} = W s i — b 8 R -
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FY 1988 Performance Matrix

LY

OBJECTIVE No. 9: Promote Alternative Development

Country Developmént Trends Indicators:

Average Price of Coca ($US per 100 1bs.)
Hectares under coca production (000)
Farmers adopting alternative production

Number of illicit drug users (000)

- e - —— — -

A.I.D. Program Performance Indicators

Roads rehabilitated in High Valleys (Kms.)
Small-scale rural industry projects funded
Farmer para-extension agents trained

Long-term training of IBTA professionals

Policy Reform Targets:

Planned

Passage of National Coca and Controlled
Substances Law.

GOB certification that it had eradicatad
1800 hectares of Coca

Obtain GOB agreement on revised Chapare
project implementation plan.

Ensure passage by GOB of implementing
regulations of the 1988 National Coca
Controlled Substances Law.

(Actual)
1986 1987 1988
125 40 67
50 40.3 40.3
N.A. N.A. 3,300
210 210 200
Planned Actual
103 88
1 1
15 18
2 2
Actual

Passed 7/88

Certified 7/88

Completed 12/88

Completed 12/88

0561P
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PART II: PROPOSED FY 1990/91 PROGRAM

A. Plans, bv Goal and Obhiectives
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Program Summary



FY 1990-1991 ACTION PLAN
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FY 1389 MORTGAGE FY 19%0 MORTGAGE £Y 1951 WORGME
MRICULTURE, RURAL DEVELOPMENT AND NUTRITION
TOTAL 8265 23913 3500 19713 3410 ENK
GRANTS 6850 231 9003 1%28 ne PN
LOANS 1415 1562 197 185 1085 3
POPOLATION PLARNDNG
TOTAL ! 5300 500 5850 1150 10
GRANTS 12% 6300 500 5850 1150 40
LORNS o 0 0 0 ) .
CENTRALLY PROCURED COMMODIT 100 0 125 0 .50
HEALTH
TOTAL 502 2952 1000 850 00 0
SRANTS 502 1800 1000 350 00 X
LOANS 0 o 0 0 ] )
CHILD SURVIVAL DNTTIATIVE
TOTAL 408 9953 4700 3353 a0 K3
GRANTS 4238 9953 4700 2353 4330 0z
LOANS 0 0 2 0 ) 2
EDOCATION
TOTAL 2170 a7 2400 7067 2856 137
SRANTS 2170 9387 2400 1067 2850 Eies
TOANS 0 9 3 ¢ 3 :
SELECTED DEVELOPMENT ACTIVITIES
10TAL 5535 13754 3950 10304 10 1994
GRANTS 5535 13754 3950 10304 16 T4
LOANS 0 0 0 0 n ”
SUBTOTAL FUNCTIONAL ACCOUNTS
TOTAL 22000 55107 2050 53137 2050
CRANTS 20585 63525 21553 52052 20965
Loaxs 1415 1582 497 1385 1085 3
INTERRATIONAL DISASTER ASSISTANCE
TOTAL o 0 0 0 3
GRANTS 0 0 2 ) 3 :
LOANS 2 0 2 f a ;
TOTAL DA ACCOUNT
TOTAL M7 65107 22050 33137 050 LT
GRANTS 20585 63525 21583 52052 2095 nx?
LOANS 1415 1562 a7 1085 1085 .
ECONOMIC SUPPORT FUND
TOTAL 75000 3500 30000 3500 30000 s
EAATS 25000 5500 30000 3 0006 R4
LOANS 2 3 ¢ ) 3
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FY 1389 MORTGAGE FY 1990 MORTGAGE FY 1991 MORTGAGE -

[4 AND ESF TOTAL . )

TOTAL 47000 10607 52050 56637 52050 3377
GRANTS 45585 89025 SE553 55552 5565 13737
LOANS 1415 1582 497 1035 1085 2
PLA8O

TITLE I 0 0 7t 0 0 3
TITLE II 126% | 13662 0 13662 J
TITLE II1 17000 a 2000¢ 1] 20000 g
HOUSING GUARANTEES 0 0 ¢ 0 0 a
COUNTRY TOTAL T56% 70607 85712 56637 85712 23
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Mortgage Analysis .

_ As noted in last year's Action Plan, USAID bunched a large
number of ‘new project starts in FY 1988 and early FY 1989 in order to take
advantage of a government unusually receptive to private sector initiatives.
This naturally resulted in a rapid buildup of our DA project mortgage which
will peak at nearly $65 million by mid-FY 1989, From that point onward, even
under pessimistic assumptions regarding new funding levels and without taking
into account likely reobs, PACD extensions, and possible end of year fallout
from other posts, we project our DA mortgage will decline to $53 million by
the end of FY 1990, which would be almost precisely the Agency guidelirne,
1.2, a mortgage amovat of no more than two years of curcsent D.A. lavels
Absent new project starts in FY 1991, our mortgage would decline to only $31
wmillion.
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2. Summary Project List, by Objective

Project Name

e — A —— W A N e ol v ki TR D D A D S A i D e e - — - -

Project Developmept and Support
Special Developmen£ Activities
QPapare Regional Development
Low Cost Sheltexr Private Sector
Child Spacing

Self-Financed Primary Health
Policy Reform

Rural Financial Markets

Market Town Capital Formation
Industrial Transition

Planning Assistance OPG
Management Training

Handicraft Export

Training for Development

Export Promotion

Agriculture Marketing

Democratic Institutions

Private Agricultural Organizations

ORT Growth Monitoring
Narcotics Awareness

Community & Child Health

Small Enterprise Development
Radio Learning

Strengthening Financial Markets
CARE Water and Health

ORS Packets

PVO Child Survival

511-0000
511-0412
511-0543
511-0567
511-0568
511-0569
511-0571
511-0572
511-0573
511-0577
511-0578
511-0580
511-0583
511-0584
511-0585
511-0586
511-0587
511-0589
511-0590
$11-0592
511-0594
511-0596
511-0597
511-0598
511-0599
511-0600
511-0601

-§7=

1 2
S P
P

S
S
P S
P
P
P
P
S
S P
S
P
P s
P
S

OBJECTIVES
4 5 6
S S S
S
P S
P
S
S
S
S
S
P
P
S
s
| 4
P
S
S
S
P
P
P
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Project Name Number 1 2 3 4 5 6 7 8 9
Economic Recovery Program ' 511-0602 S P
Andean Peace Scholarship 511-0603 P
Self-Financing Primary Health II 511-0607 P
AIDS Prevention 511-0608 P
Economic Recovery Program 511-0595 S P
Economic Recovery Program 511-0575 S P
Economic Recovery Program 511-0576 5 P
PRE Potable Water & Sanitation 999 P
LAC Training II 598-~-0640 P . S
PL 480 Title II 999 P
PL 480 Titles I/III . 999 s s P S S S
HIG 999 s S P

'
1

Loan Guaranty %03 5



-89- .

C. Special Program Analysis

1. New Project Descriptions
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NEW PROJECT DESCRIPTICN

GOAL: Economic growth and a wider sharing of the benefits of that growth.

OBJECTIVE: Creation of a sustainable rural financial system which will
facilitate growth and development of the sector.

PROJECT TITLE: Rural Finance
PROJECT NUMBER: 511-0572
PROJECT FUNDING: {000) FY 90: $1022 (G} LoP: $£5000 (~:

FUNCTIONAL ACCOUNT: ARDN

A. Relationship to A.I.D. Country Strategy/Objectives: This five-year
project is consistent with USAID/Bolivia's strategy to promote basic
structural and policy reforms necessary for long-term sustainable
economic growth, a broad-based sharing of the benefits of development
through increased productivity, employment opportunities improved
nutritional status and real income achieved through policy reform,
private and public sector institutional development and technology
transfer.

B. Relationship to Host Country and Other Donors: This project reflects
the GOB 1nterest in strengthening both private and public sector
financial institutions. Decrees have been issued which allow
market-determined interest rates for deposits and loans, strengthened the
oversight capability of the Superintendency cf Banks, and which
reorganizes the Agricultural Development Bank. In addition, the GOB has
proposed establishing a National Agricultural Fund to facilitate
agricultural financing. Other donors are provading major inputs of
credit into the system, and the World Bank, in particular, i1s financing
the strengthening of the Superintendency and providing funds to resolve
the liquidity of the principal private banks. This project has been
discussed with the World Bank, and they believe i1t to be complementary to
their three new agricultural sector development lcans.

C. Conformance with Agency and Bureau Policies: The project is
consistent with the LAC Bureau Agricultural and Rural Development
Strategy, and A.I.D.'s Policy Papers on "Pricing, Subsidies and Related
Policies in Food and Agriculture”, and "Private Enterprise Development™.

D. Project Description: The purpose of the proposed $5.0 million
project is to create a sustainable rural financial system which can
contribute to growth in the sector by providing the necessary services to
rural entrepreneurs.
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The rural financial markets suffer from heavy distortions and a lack
of self-sustaining rural banks, which is a major obstacle to agricultural
and rural development. ~The project will provide for building rural
financial institutions to which farmers have easy access and confidence,
and will include both policy and institutional aspects. Cheap credit s
a constant theme in Bolivia but little consideration 1S given to rural
financial institution building. The past has heen characterized by a
supply-led agricultural credit policy, which has has resulted in few
viable rural financial institutions, a completely underdeveloped rural
banking network, wrong concepts on rural finance which have Aisregarded
savings, prudent lending, the need for lowering transaction costs, the
promotion of viable rural banks and adequate training in rural banking,
and the establishment of effective inspection and supervision of the the
rural banking sector. This is aggravated by the low level of knowledge
as to how rural financial markets and instituticns can be developed. It
should be emphasized that traders and other intermediaries need access to
institutional credit to facilitate marketing, processing and storage,
since in many instances, the only credit some farmers and petty merchants
raceive 1s from intermediaries. Given the risks created by the
institutional weaknesses and the policy uncertainties, the cost of these
transactions 1s high, By helping the traders and intermediaries to
achieve access to improved financial markets, the project will do more to
help small farmers and petty merchants than could be done by simply.
giving cheap credit.

The following policy, institutional and services elements will be
included -2 the “reie +

. Multiple Institutional Structure: The rural-based and locally
controlled institutions such as credit unions will be given priority in
receiving technical assistance and training.

. Non-financial Service Insti:cutions: The traders are considered
important financial intermediaries for small farmer development, and
therefore they require access from financial institutions.

. Rural Finance Policy: Developing a strategy which would facilitate
changing from a supply-led to a demand-led policy, and should emphasize
institution building of autonomous and viable rural banks in which
farmers would have confidence. Reduced targeting and appropriate
interest rate policies of donor agencies will also be highlighted.

. Savings Mcbilization: Assigning a high priority to savings would change
behaviors of farmers and rural bhankers, and lead to more prudent lend:ng,
higher repayment rates, and-avoidance of diversion of funds.

Activities -

- Financial Institutions Strengthened 100
- Strategy Developed 1
- Improved Capital Mobilization and Allocation X
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Implementing Agencies: The project will work with the private sector,
rural-based savings and loan institutions, most of whom are members of
the FENACRE or CACZ=N groups. In the public sector, the major counterpart
institutions will be the Central Bank and the Agricultural Development
Bank.

Method of Obligation: A bilateral grant agreement in accordance with the
procedures outlined in Handbook 3.

E. Mission Managerent: A USDH employee :in the Rgricultural and Rural
Development Office will assume overall responsibility for project
monitoring. This officer will supervise a 1.5, personal servaces
contractor (PSC), who will in turn supervise the work of an ainstitutional
contractor responsible for carrying out the project. This PSC position
has already been approved.

F. PID and PP Approval: USAID/Bolivia requests delegation of authority
for the Mission Director to approve the PID and PP.

G. Potential Issues; The major issues to be addressed include the
commitment of the GOB to make the necessary policy adjustments and
pPrivate sector commitment to invest in an improved rural banking system;
saving and loan portfolio management; and support to defray initaal
startup costs asgssociated with management reorganization and training.

H. A.I.D./W TDY Support for Project Development: None needed.

I. Estimated PID Approval: December 1989; PP Approval: May 1990

0570P
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. NEW PROJECT DESCRIPTION

GOAL: Reduce Infant, Child, and Maternal Mortality and Improve Health
and Health Services

OBJECTIVE: To develop two regional health care systems in La Paz and
Beni that will be financially self-sufficient.

PROJECT TITLE: Self Financing Primary Health Care 1I
PROJECT NUMBER: 511-0607
PROJECT FUNDING: {G0O) FY 90+ $1,000 LOP: $4,000

FUNCTIONAL ACCOUNTS: Child Survival

A. Relationship to AID country strategy:

The implementation of different private sector alternatives in the
provision of health services relates closely to the health priorities
established in the CDSS of: a) reducing infant, child and maternal
mortality rates through improvements in the health care delivery systems)
b) 1ncreasing access to peri-natal education and family planning
services) and c) reinforcing the role of women in community health.

B. Relationship to Host Country and the Donors:

The World Bank 1s concentrating on providing support to the MOH and
in the construction of health facililties in the three major cities of
the country (La Paz, Cochabamba and Santa Cruz). PAHO/WHO and UNICEF
continue their support to the GOB Maternal and Child Health Programs, and
to the Communicable Diseases Program, which also has PL-480 Title III
support. The GOB is beginning a major child survival project with USAID
in 11 rural districts of three major Departments. In most cases, except
for small PVO'S that provide health services in isolated areas, health
assistance is concentrated in the MOH, which has a limited ability to
undertake all those programs.

While neither the GOB nor other donors are providing primary health
care services on a self-financing basis, USAID is sharing information and
has started a policy dialogue in support of self-sufficient health care
systems that are independently viable in the long run.

c. Conformance with Agency and Bureau Policies:

The new project is in full conformance with these policies, with
particular regard to the recent emphasis on sustainability.
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D. Project Description:

.

Since the Alma Ata Conference (1978), there have been a number of
cooperative efforts between governments and bilateral and multilateral
development institutions to establish new primary health care centers in
developing countries. However, few of them have been successful 1in
providing cost-effective services and achieving long term viability. One
of the few successful cases is the USAID/Bolivia Self-Financing Primary
Health Care Project (SFPHC), which is already providing primary health
care services to 80,000 people in a manner that is nearly financially
self-gsufficient in rural and peri-urban areas of Santa Cruc.

The SFPHC project developed a model for the provision of health
services which will be replicated in this project. The Santa Cruz
experience will be used as a model for the establishment of primary
health care systems in two regions that currently endure some of the
highest infant, child and maternal mertality rates in the country and in
Latin America, and lack adequate health services, namely the City of EL
Alto and its surroundings, and the city of Trinidad and nearby rural
areas. With the technical assistance and supervision of PROSALUD (the
implementing agency of SFPHC project), the new project will apply
existing procedures and methedologies developed by the SFPHC project to
establish two regional health care systems. These systems will include:
a) distribution of health centers and location of patient populations; b)
demand estimates for services and associated income and service costs; c)
design of service delivery packages; d) development of logistical and
managemrent support systems; e) development of health education modules;
£) devricpment of Lealth warketiny omAd advertising campalqgas; 3)
establishment of accounting and management information systems; h)
testing of pricing strategies and risk sharing alternatives) and 1)
development of an incentive system for health service providers and
employees.

The project intends to establish sustainable and cost~effectivae
private sector alternatives in the provision of health care services.
Those services will include, but will not be limited to: child survival
interventions (immunizations, nutrition and oral rehydration}; maternal
and child care) childbirth and peri-natal education; laboratory and
pharmacy; gynecclogy, pediatrics and general health care.

E. Mission Management:

A FSNDH will assume overall responsibility for project monitering
under the direct supervision of the Deputy Chief, Health and Human
Rescurces Division.

F. Project Authorization:

Since this follow-on project is a replication of the existing,
successful model SFPHC I, Mission requests approval to proceed direc:ly
to an abbreviated PID and field approval of the PID and the PP.
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Potential Issues:
No major issues exist or are foreseen.

AID or TDY support for project development:

AID/W TDY support will be requested as needed.

Estimated project approval:

0570P

December 1, 1989.
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NEW PROJECT DESCRIPTION

GOAL: Inczrease exports of non-traditional minerals.

OBJECTIVE: Survey the mineral resources of Bolivia and present the
material in a form which makes foreign investment in this sector
attractive, thus increasing Bolivia's exports of non-traditional
minerals, especially gold.

PROJECT TITLE: Bolivian Mineral Resource Assessment
PROJECT NUMEER: 511-0611
PROJECT FUNDING: ($000) FY 90: 2500(G) LOP: $13000 (G)

FUNCTIONAL ACCOUNT: To be determined

A. Relationship to A.I.D. Country Strategy/Objectives: Although direct
support for mineral extraction was specifically excluded from
USAID/Bolivia's CDSS because of our perceived comparative advantage in
working other sectors, Bolivia's potential mineral resources offer
significant oportunities for U.S. investors as well as increased foreign
exchange earning and employment opportunities. Export promotion 1s
encouraged under the A.I.D. Policy Paper on Trade Development (July °BS).
particularly when A.I.D. can induce more private sector activity in th:.s
area by providing information to potential 1nvestors.

Sustainability is supported by the component of the project which
involves training of Bolivian geoscientists.

B. Relationship to Host Country and Other Donors: The GOB has adopted
an export-led growth strategy, and multilateral donors, including the
E.C., IBAD, & IDB, are currently providing support to stimilate the
minerals sector. The Minister of Mining and Metallurgy ranked a
geological survey as his greatest need for foreign assistance. The World
Bank has demonstrated i1nterest in subsuming this assessment in 1ts Mining
Rehabilitation and Restructuring Credit.

cC. Conformance with Agency and Bureau Policies: Most of this project's
funding will pay for the activities of the U.S. Geological Survey,
therefore, there may be no Gray Amendment opportunities., However, the
information generated by the project will go directly to assist private
mining businesses. Since mining clearly does have environmental impact
implications, strengthening environmental legislation concerning mining
should be an outcome of the project.
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D. Project Descriptiont

The pfoject would consist of a S-year Bolivia/United States effort
to assist the Government of Bolivia in the revitalization and redirec=ion
of the Bolivian mineral industry and economy by means of a program of
locating mineral deposits. The project is designed to include the
following: (1) an 1initial countrywide synthesis and assessment of all
information concerning Bolivia's known potential for mineral resources;
(2) the conduct of geologic, geochemical, and geophysical surveys in the
search for undiscovered mineral deposits, particularly precious metals;
{(3) training of Bolivian geoscientists to expand the local capability to
conduct future programs in mineral resource exploration and exploitation,
and (4) activities designed to encourage national and international
development of Bolivian mineral resources,

E. Mission Management: A USDH employee in the Private Sector Office
would assume overall responsibility for project menitoring, and would
supervise the USGS Team Leader and up to 20 USGS team members, including
7-8 resident geoscientists. '

F. PID and PP Approval: USAID/La Paz does not request delegation of
authority to approve the PID.

G. Potential Issues: USAID/Bolivia has no resources currently
available toc fund this activity. Any support to the USGS would have to
be a net addition to our projected CYBs Quring the projeck.

H.. A.I.D./w TDY Support for Project Development: None needed. The
U.S. Geologic Survey will provide all the technical project development
work needed.

0570pP
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2. Project Amendments
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PROJECT AMENDMENT

GOAL: Economic growth and a wider sharing of the benefits of that growth.

OBJECTIVE: To strengthen the capacity of private Bolivian agricultural
organizations to provide improved services to their members.

PROJECT TITLE: Private Agricultural Organizations
PROJECT NUMBER: 511-0589
PROJECT FUNDING:; ($C00) AUTHCRIZED: $4200 FY 90: $728 (G) LOP: $6200 (3,

FUNCTIONAL ACCOUNT: ARDN

A. Relationship to A.I.D. Country Strategy/Objectives: This two-year
project amendment is consistent with USAID/Bolivia's strategy to promote
basic structural and policy reforms necessary for long-term sustainable
economic growth, a broad-based sharing of the benefits of development
through increased productivity, employment opportunities, improved
nutritional status and real income achieved through policy reform, private
and public sector institutional development and technology transfer.

B. Relationship to Host Country and Other Donors: This project reflects
the GOB interest in strengthening private agricultural institutions as an
important factor in revitalizing the economy. A new Agricultural
Development Law has been sent to Congress, and it provides for, anong
other things, for greater private sector producer input in policy
definition and implementation. USAID/Bolivia has taken the leadershap
position among the donors in using private sector mechanisms to 1mplement
development projects. This position limits, somewhat, the complimentarity
with other donor projects. However, the strengthened private agricultural
organ:zations are in a better position to utilize selected other donor
projects, particularly credit.

C. Conformance with Agency and Bureau Policies: The project is
consistent with the LAC Bureau Agricultural and Rural Development
Strategy, and A.I.D.'s Policy Papers on "Pricing, Subsidies and Related
Policies in Pood and Agriculture™, and "Private Enterprise Developaent®.

D. Project Descriptions The purpose of the proposed $2.0 million project
amendment is to increase the number of associations with which the project
can work in replicating the model which 1s proving extremely sussessful
with the first ten associations selected, as well as provide the
additional time required to fully consolidate the institutional
strengthening gains realized thus far.
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Based upon project implementation experience to date, it 1s clear that
the project will require more time to acheive sustainable results than
was anticipated in the original project design. WNotwithstanding the
extensive start-up delays, the pace of project implementation is now very
rapid, and all targets will be met. This amendment will allow us to
exploit this rapid pace to expand the benef.-ts to other groups. Also new
itnitiatives, such as joint ventures, were identified during
implementation, and these require additional technical assistance and
training activities which are beyond the scope of the original project

paper.

Outputs Qriginal To Date Revised
- Organizational Analyses 30 606 606
- Assistance Plans Implemented 10pri.20sec. 10pri.1l3sec. 15pri.30sec.
- Credit and Support Linkages 8pri.lésec. 3pri. Osec. 10pri.20.sec
- Improved PAO Administration 20 28 35
- Newsletter 1 1 1
- Policy Papers 4 2 5
- Feasibility study - Ag
Advisory Service 1 0 1
- Project Implementation Office 1 1 1
- Feasibility study - National
Agricultural Chamber 1 0 1
- Commodity Studies 6 4 &
- Trained Individuals a)in country:
groups 5 7 10
indivaduals 150 418 600
b)international:
groups 30 3 30
individuals 60 12 &0

Implementing Agencies: The project will work with the private sector
agricultural organizations, the Ministry of Planning and Coordination,
and the PL-480 Executive Secretariat.

Method of Obligation: A bilateral grant agreement amendment 1in
accordance with the procedures outlined in Handbook 3.

E. Mission Management: A senior FSNDH employee in the Agricultural and
Rural Development Office will assume overall responsibility for project
monitoring. This officer will in turn supervise the work of an
institutional contractor responsible for carrying out the project.

F. PID and PP Approval: USAID/Bolivia requests delegation of authority
for the Mission Director to approve the PP Amendment.

G. Potential Issues: Vone

H. A.I.D./W TDY Support for Project Development: None needed.

I. Estimated PP Approval: August 19290

0570P
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PROJECT AMENDMENT

GOAL: ' Strengthening the Private Sector

OBJECTIVE: To support the DEVELOPMENT OF AN INDEPENDENT MARAGEMENT
TRAINING INSTITUTE to train Bolivian businessmen and women at all levels,
promote policy dialogue on i1ssues related to the expansion of the private
sector, and serve as a focal point for the collection and disseminat:on
of business information.

PROJECT TITLE: Management Training Project

PROJECT NUMBER: 511-0580

PROJECT FUNDING: {$000) Authorized: $3,000
Additional: § 750
LOP: $3,750

FUNCTIONAL ACCOUNTS: Education and Human Resources Development and
Selected Development Activities,

A. Relationship to AID Country Strategy

The proposed amendment conforms with USAID/Bolivia's program
emphasis on economic recovery, employment creation, and long-term growth
through support for the private sector. The courses, business
information, and policy dialoque provided by the IDEA Management Tra:ininyg
Institute are intended to strengthen the performance and policy context
of the Bolivian private sector, and initial assegsments indicate that
this goal is being met. It will be met more fully through the activi::es
proposed in this amendment.

B. Relationship to Host Country and Other Donors

The present government of Bolivia has initiated a market-based,
private-sector~led policy which 1is intended to reactivate the Bolivia-
economy. This project fits into that framework. Through tailored
training courses, the IDEA Institute improves the performance of private
sector employees at all levels. 1In addation, 1t serves
micro-entrepreneurs with a specialized program, provides in-house
training to businesses nationwide with a current and successful emphas:s
on quality circles, publishes documents of interest to the private
sector, and sponsors high level policy seminars. All of these activit:ias
are aimed at the strengthening of the private sector, in performance a-3
in a policy context.

While other donors do not sponsor training institutes for the
public, they use IDEA facilities and therefore support this USAID
initiative. There 1s no duplication or competition in this field.
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cC. Conformance with Agency and Bureau Pelicy

The Amendment 1is in full conformance with policies to promote the
growth of the private sector.

D. Project Description:

This amendment will extend USAID support for project activities for
two more years, to August 31, 1991, so that the Project can attain a
self-financing status.

This extension was recommended by two outside evaluators who
conpleted a mid-term evaluation in September 1988 (after one and a half
years of Institute classes). To quote the evaluation: "The evaluation of
IDEA supports the conclusion that IDEA has performed well both
qualitatively and quantitatively. IDEA satisfies a demonstrated need in
the Bolivian economy by providing timely and quality training." The
evaluators suggested that the project be continued for one to two years,
with major attention given in this period to the Institute's
self-financing goal.

Following up on the evaluators' recommendations, IDEA and its
technical assistance provider IRD prepared a Five Year Strategic Plan, to
begin in Jaruary 1989. This plan emphasizes IDEA's reaching fimanc:ial
self~-sufficiency in a reasonable periocd of time, while increasing the
quality and volume of i1ts classes and their geographic ocutreach. The
plan was approved in December by IDEA's Board of Directors and began
January 11, 1989 with the initiation of CY 1989 classes.

In its first two years of classes, the IDEA Institute exceeded both
the original (by 115%) and revised (by 19%) project training goals for
the entire four years cof project activities. The amendment will raise
the training goals for the project again, will define them more widely,
and will expand the geographic area of influence of project activities.

The amendment will add funds for technical assistance for traaining
activities to promote self-sufficiency for IDEA. In the course of
organizing this training activity, IDEA will become a leader in this
training field and, using course fees, will be able to continue this
financial sector training program on a self-financing basis when USAID
support ends.

A special line 1tem to underwrite policy seminars, at least one per
year, will be included in the amendment budget. IDEA has already
co-sponsored such activities with the Central Bank (fiscal policy) and
the Chamber of Industries (industrial policy), resulting in a proposal to
the GOB from the private sector.
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The project's technical assistance contract with the Westinghouse
Institute for Resource Development will end April 30, 1989, Under the
amendment limited technical assistance will be provided, possibly
through a long-term linkage with a US university, and /or individual
contracts with US and third country institutions on an as-needed bas:s.

Finally, the amendment will contain a strateqgy for improving
coordination between this Project and the Strengthening Financial Markets
Project, which works with IDEA to improve banking sector training
activities.

The amendment will contain targets for financial progress (in self
sufficiency, AID disbursements are well under budget), so that IDER
1tself, its Board, and USAID can regularly monitor this area. It ais
clear to all concerned that continued USAID support depends on advances
in closing the gap between Institute-generated income and recurrent costs.

E. Mission Management:

An already hired F5N will assume overall responsiblity for project
monitoring, including the provisien of technical assistance.

F. Amendment Approval:

USAID/Bolivia preoposes to approve and authorize the project
amendment in the field.

G. Potential Issues:

No issues of major scope exist or are foreseen.

H. AID/W TDY Support for Project Amendment Development:

None is needed.

I. Estimated Amendment Approval;

July 1, 1989

0570P
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PROJECT AMENDMENT

GOAL: Spreading the benefits of growth,

OBJECTIVE: Increase the number of Bolivians with advanced training in
Development-related fields.

PROJECT TITLE: Training for Development

~ PROSECT NUMBER:  511-0584

PROJECT FUNDING: ($000) Authorized: $2,500
Additaional: $4,000
Lop $6,500

A. Relationship to CDSS/Action Plan

The Mission plans to extend the PACD of the on-going Training for
Develcpment project {511-0584) from the current September 30, 1991, to
August 1995, making it a ten year project. The project purpose will
remain the same and as such, the project will continue to support Mission
efforts to increase the number of skilled technicians in both the private
and public sectors.

B. Relationship to host country investments:

The project conforms to Bolivia's general interest and efforts to
improve its human resource base.

c. Conformance with Agency/Bureau Policys

The project conforms with Agency's high priority ranking of
participant training.

D. Major Components and Activities:

The Mission is in the process of amending the current project in
order to eliminate the in-country training and democracy awareness
components and to augment the long-term and short-term training
components with the re-budgeted funds. The in-country training componen:
is being dropped because other Missicn projects e.g., Management
Training, etc. can better carry-out this activity. As for the democracy
awareness component, this activity can now be accomplished through the
Andean Peace Scholarship Program. Under this amendment, the long-term
participant target is being increased from 16 {of which 12 have been
trained to date) to 25, and the short-term target from 44 (47 trained) =>
136. With the extension of the project, the Mission plans to train an
additional 50 long-term participants, along with an add:itional &0
short-term particaipants. Project funding will be increased by $4.0
million for an LOP total of $6.5 million. Areas of training would be
essentially the same as those in the current project, with additional
emphasis on public administration, business administration, and econor: 3.
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E. Mission Implementation Capability:

The project would be mznaged by the Mission's Training Division, as
is currently the case.

F. Project Approval

Authorization of the amendment will be done by AID/W, given that 1t
involves an extension to the ten year limit.

G. Potential Issues

None

H. AID/W TDY support:

None

os7op
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3. Food Aid: The P.L. 480 Program
Title IT
a. Relationship to Mission Strategy

The urban food for work program, which is being carried out 1n
seven major cities, not only contributes to the USG's effort of increasing
employment, but also is a major instrument tc improve the health and I1i1ving
conditions of poor neighbcerhoods. During FY 1988 and early FY 1989, <u-r
600 projects involving an average of 22,500 workers per month have bean
carried out in basic sanitation and housing improvement directly
benefitting poor neighborhoods.

In rural areas, the food for work program supports the Mission's
strategy of improving community infrastructure. Currently, over 830
projects involving 22,000 workers are being undertaken in micro-irrigation,
road construction and maintenance, soil conservation and the building of
schools, health posts and community buildings. During FY 1989 through FY
1991, the Mission plans to integrate this activity with 1ts agricultural
development and natural resources management objectives by emphasizing
integrated development activities in the fields of improving family farm
management, greenhouse production, micro irrigation, soil conservation and
agroforestry.

An evaluation of the food for work program was carried ou: :n
July of 1988 by DEVRES, Inc., which characterized the urtan progran as an
unqualified success. The evaluation also reaffirmed the continuing need
for the rural food for work program and provided recommendations on how
this program can be improved and more fully linked to USAID's rural
development strategy by concentrating on integrated programs in micro
regions.

The Title II program also contributes to USAID's medium ternm
child@ survival objectives. Mothers' clubs, supported under the Title II
Maternal Child Health categery, are potentially effective vehicles for
reducing rates of infant mortality and morbidity in a country where such
rates are among the highest in Latin America., Since FY 1986, the Miss:on
has sought to integrate this supplementary feeding activity with oral
rehydration therapy {(ORT), child growth monitoring and nutrition education
services to increase 1ts effectiveness. By FY 1991, this integrat:ion with
child survival activities will have Jeen extended to approximately 2,300
mothers clubs throughout Bolivia, benefiting about 286,000 people.
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b. Special Programs '
“{1.) Structural Adjustment

Beginning in FY 1988 and through FY 1989, a Structural
Adjustment Food for Work Program is being implemented by the GOB's Social
Emergency Fund to provide temporary employment for 13,400 unemployed
relocated miners in four regions of Bolivia. This activity complements the
urban food for work program and 1s an important component of the Mission's
Strategy to bolster the GOB's economic stabilization/recovery program by
alleviating social tensions provoked by the fall in tin prices and the
massive layoffs in the mining sector.

{(2.) Section 416 Program

In FY 1986, a Sugar Quota Offset Section 416 program was
approved and the commodities were received in late FY 1987 for a Government
to Sovernment food for work program for teachers. This program will be
completed in FY 89. '

In FY 1987, the second Sugar Quuta Offset Section 416
program was approved for the GOB's Social Emergency Fund to monetize
commodities and invest the proceeds 1n employment generation projects.

This program will be completed in FY 1989 and no future Section 416 program
1s contemplated for FY 1990 or FY 19%1.

c. GOB's Policy Toward Food RAid and Title II Monetization

At the initiative of the Minister of Agriculture and Rural
Affairs, the GOB is currently re-assessing food aid assistance to Bolivia
from all donors. WNo consensus has been reached among the Ministries of
Agriculture, Industry, Health, Education and Planning regarding the levels
of food aid and priorities for supplementary feeding programs. However,
the GOB plans to establish an Inter-Ministerial Coordinating Committesz %o
approve food aid programs annually and to develop a national policy on food
security and food assistance.

Presently, the Ministries of Industry and Commerce and
Agriculture and Rural Affairs have approval authority for all food
assistance programs., Both Ministries have encouraged USAID to allow
monetization of wheat to purchase local produce as well as provide
additional resources to the PVO'S to improve their programs. USAID, after
consulting with FVA/FFP/LAC, has agreed to amend the FY 1989 program :o
begin to purchase local products on a modest scale to substitute a small
percentage of Title II commeodities. If AID/Washington approves this plan,
which was presented in December 1988, further monetization programs for
local purchase of food commodities and complementary rescurces will be
programmed in FY 1990 through FY 1991,
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_USAID does not anticipate a decrease in program levels during
the next three fiscal years given the continuing economic crisis, high
unemployment and underemployment rates, and severe malnutrition among
pre-school children.

d. Capacity of Cooperating Sponsors

The institutioms involved in the implementation of the Title II
program in Bolivia are Catholic Relief Services/CARITAS (CRS/CARITAS!, Faod
for the Hungry International (FHI), Adveatist Development and Relief Agency
(ADRA) and the National Community Development Services (NCDS - Government
to Government). The GOB's Social Emergency Fund Structural Adjustment
program is temporary in nature and will end in CY 1989, The capacaty of
these institutions varies depending upon their size and geographical
concentration. FHI, the smallest organization with a specific geographical
focus, has developed into the strongest agency with a clear, well defined
agricultural and health strategy. CRS and ADRA are nationwide agencies
whose performance is mixed and require extensive technical and managerial
assistance., NCDS's performance is hindered by constant changes in
personnel and political pressures. USAID is helping these agencies to
improve their capacity to undertake programs consistent with our
development strategy. This assistance is being expanded during FY 1989
through FY 1991 with a grant for management and technical services to
Planning Assistance, Inc., a U.S5, PVO, to assist these agencies in the
fields of child survival, agriculture and natural resource management.

e. Management

USAID management responsibility for the P.L. 480 Title II
program is exercised by a Pood for Peace Division (FFPO) located within the
USAID Health and Human Resources (HHR) Office. The FFPD staff includes one
Program Coordinator (U.S. PSC), two senior Belivian administrative and
logistics officers (two PSCs FSNs) and one accountant/bookkeeper. Although
lacking a USDH FFPO, the USAID Food for Peace Office is staffed by hxghly
experienced professionals whose skills cut across the several financaial,
logistiec, planning and development disciplines necessary to successfully
manage an extensive FFP program.

Title III
a. Relationship to Mission Strategy

The Title III program plays a significant supporting role in the
economic reactivation element of the USAID/Bolivia strategy. The wheat
amported under the program meets between 30 and 40 percent of the total
national demand for wheat. The donation of this quantity of wheat to the
GOB represents a considerable savings to the GOB's limated foreign currency
account and prevents what would otherwise be a politically sensitive food
shortfall.
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policies, the most significant policy issue that USAID expects to continue
to address under the Title 1II Program is agricultural credit. Our goal 1is
to alter current policies in order to permit a more expeditious flow of
credit to small farmers.

The GOB will continue to observe and comply with self-help
measures included in the April 2, 1986, P.L. 480 Title ITI Agreement
involving commitments to improve production, storage and distribution of
agricultural commodities. Under these terms, the Government will: 1)
encourage increased small and medium scale farm productivity by continuing
its policy of free market prices for all agricultural products, 2) continue
its policy of allowing interest and savings rates to be determined by
forces of supply and demand, 3} channel increasing amounts of agricultural
credit through Bolivia's private banks, 4) actively seek to promote
agricultural exports by simplifying export regulations and putting into
effect a system to refund import duties on inputs used to produce
agricultural products for export, and 5) continue to support and encourage
programs which are designed to increase the production of domestic wheat.

f. Conformance with Guidance on Local Currency Management.

After review of the AID/W gquidance on local currency management,
the Mission has determined that the management of the PL-480 Program is in
conformance and that the Mission is playing a very active role in the
management of PL-480 generated local currency. Recently the Mission hired
a U.S. PSC as the full-time project coordinator who is responsible for the
overall management of the program. This addition to the staff has to an
increased the capabilities of the Mission to carry out and monitor local
currency disbursed by the P.L. 480 Executive Secretariat.

The Mission 1S also carrying out various recommendations
included in the 1987 and 1988 evaluations of the P.L. 480 program.
Recently the Mission hired an outside management consulting firm to improve
the accounting and managements systems of the Executive Secretariat; to
work on a plan to restructure the Executive Secretariat, improving its
administrative capacity) and to develop a consolidation plan to reduce the
number of projects for which the Secretariat is responsible. Once
concluded, these efforts should increase the effectiveness of the
Secretariat and allow AID to monitor these local currency more easily.

0566P
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Women in Development

Belivia's recent economic ¢risis has actually increased
women's role in development, particularly in business. In the face of
decreasing formal sector employment, the informal sector has grown to meet
the needs of the urban and semi-urban poor. Women have moved rapidly into
this sector to supplement their family's low formal sector wages or to
compensate for the loss of employment by the male head of the family.

The Mission is making a4 new concerted effcrt ko ensure that
WID concerns are accorded the importance they deserve. For example, 1n
the next few months, a team from the International Center for Research on
Women (ICRW) will perform a thorough review of the USAID's portfolio, and
work with project managers to draft a WID Implementation Plan that will
1dentify WID related activities and targets, means to ensure that these
activities are incorporated into each on-going and new project, as well as
recompendations for maintaining and evaluating of results. The WID plan
should be an exceptional vehicle that will enable the Mission to maximize
our program's impact on women and improve womens' access to productive
rescurces and assets. In addition, ICRW will conduct a series of
in-country workshops to engage USAID staff, our counterparts, and other
private and public sector officials in discussions of gender related
issues. Since access to resources is a major constraint to integrating
women into the development process in Bolivia, the USAID, with ICRW
assistance, will perform a study on womens' access to credit. The study
will assist the Mission in according women access to such credit programs
as our Micro and Small Enterprise Development Project with PRODEM and
FENACRE.

USAID/Bolivia has approved several projects specifically
directed toward increasing women's participation in the Bolivian economy
through increased wages access to credit, technical assistance, training
and higher education. The Handicraft Export Promotion Project 1is
providing 4,000 low income women with training and technical assistance in
the production and marketing of alpaca and cotton sweaters. Under the
project, high quality items with an estimated value of $500,000 per vear
are currently being exported to the U.S., Canada, Furope and Japan. It 1is
expected that by the end of FY 1989, over 5,000 women will be producing
high quality sweaters and other fashion items for export. The project may
expand 1ts activities to include improved animal and forage production
units. These units will have a significant impact on rural women who are
traditionally responsible for herding and grazing activities at the
community level.

Women involved in small agricultural production will also
benefit from additional training, technical assistance, and access to
agricultural inputs and credit through the Private Agricultural
Organizations (PAO) Project initiated in FY 1986. Although not
specifically targeted at women, they will benefit from the project because
of their central role in Bolivian agriculture.
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T The Mission has provided significant assistance to women
through its Micro Enterprise Development Pilot Project. Despite the
importance of small businesses in the economy, this sector has received
very little assistance from the GOB and has suffered from a lack of access
to credit, information services, training and new technologies. In FY
1986, a sub-activity was initiated under the Agribusiness and Artisanry
Project which established a revolving credit facility for
micro-entrepreneurs, as well as training in the areas of accounting,
marketing, cost control, labor relaticns, and investment strategies. As of
December 1987, approximately 3,300 women micro entrepreneurs and micro
producers received working capital loans and training under the pilot
project. The program also created more than 300 jobs for women and
strengthened approximately 600 businesses operated by women. Beginning in
FY 1988, a five-year $10.0 million follow-on project entitled Micro and
Small Enterprise Development, expands the coverage of this pilot activity.
Technical assistance has been selected and implementation of the project is
expected to begin during the third quarter of FY 1989, 1In addition, the
Micro and Small Enterprise project will develop an Evaluation Monitoring
Plan which will provide the means to measure the project impact on women.

Lack of education and training have historically limited the
participation of women in Bolivia's development efforts. ODuring FY 1987,
Mission and centrally funded projects provided training to 41 women from
urban and rural areas. Under the Andean Peace Scholarship Program (APSP)
20 rural women knitters visited the U.S. for five weeks. During their stay
in the U.S., they received short-term training in elemerntary marketing
techniques, product design, fashion trends, pattern making and quality
control., Alsc under the APSP, in FY 1988, 11 women journalists (out of a
group of 34 radio, T.V., and newspaper professionals), one small farmer and
23 mothers clubs community leaders received short-term training in the
U.S. In early FY 1989, four female small town mayors out of group of
twenty, visited the U.S.

Inder the Training for Development Project, one woman from a
total of four participants has been selected for U.S. long~term training in
the field of economics. Additionally, 55 women participated in various
short-term , training courses in FYs 1987 and 1988, including education,
family planning, health/nutrition and labor statistics.

In an effort to help USAID/Bolivia project managers and
technicians better understand women's issues and concerns and to
effectively address them in the Mission's portfelio, an AID/Washington-
sponsored workshop was conducted in La Paz in early FY 1988 by the ICRW.
The workshop was attended by approximately 40 7U.S. and Bolivian staff
members and representatives from selected GOB implementing agencies,
contractors and PVOs.
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The P.L. 480 Title I/III and II programs combine resources to
help integrate women into the development process. Through Tatle II food
for work activities and the use of Title I/III local currency funding,
mothers' clubs and comminity organizations are participating in basic
infrastructure projects. 1In FY 1987, approximately 14,000 women per month
implemented approximately 360 food for work projects, such as potable water
and sanitation systems.

Jnd>r the Strengthening Democratic Institutions Program,
emphasis will be placed on increasing the registraton of poor and rural
individual, especially women.

USAID's child survival projects are directly focused on rural
women and young children. A reduction in maternal mortality is built in as
an indicator of the project progress along with reductions in child
mortality. The key target in USAID's current child survival interventions
is the rural woman.

One important step taken in FY 1987 was the approval of the
first bilateral family planning program in Bolivia. USAID/Bolivaia provided
$ 31,500 from DA bilateral funds and centrally funded commodities to the
Ministry of Health and Social Welfare (MOH) to initiate family planning
services in hospitals on a pilot basis. This three-year program will
benefit approximately 20,000 women in seven cities. The MOH also agreed to
permit A.I.D. to establish a centrally funded contracept:ve social
marketing effort through the private sector an FY 1988. 1In its farst
stage, the $200,000 grant project will support the subsidized sale of
contraceptive products in all urban areas through established pharmacies.

It is anticipated that the project will benefat about 120,000
women throughout the country. These two important family planning
activities, together with other activities planned for FY 1989, will
provide lower income women with greater means to decide family size and
thereby the distribution of family resources. This, in turn, will lead to
an enhanced status and quality of life for women in Bolivia.

0565p
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Tropical Deforestation and Biological Diversity

In spite of some initial delays in implementing
USAID/Bolivia's plan for bio-diversity and tropical forest preservation
caused by oversubscription to the centrally-funded Environmental Pol:icy
Management (EPM) Project which precluded a Mission buy-in, a vigorous
effort has bequn which extends through FY-8% which includes both an
analysis thrust to identify what must be done to address these two
issues, and an ongoing thrust to ameliorate those problems which have
aAlready been identified.

First, in the area of analysis and problem identification,
the Mission is currently carrying out:

1. A background assessment on biological Aiversity and tropical
forests which will i1dentify actions necessary to conserve
biological diversity and tropical forests in Bolivia,

2, A technical assistance contract to provide planning expert:sa
for the Noel Kempff Mercado Wational Park which will include
planning and management training, development of environmental
education programs, elaboration of a resource management plan,
and identification of specific projects for external funding,
and

3. A centrally~funded project in collaboration with the Missour:
Botanical Garden to collect botanical specimens in the Piloan
Lajas region, identify three species with potential =conom:ic
uses and train Bolivian students in field identification and
collection techniques.

Second, in the area of providing sclutions to
already-identified problems the Mission 15:

1. Allocating $600,000 in ESF and PL 480 Title III funds to fun?
institutional support, scient:ific studies, scholarships,
biological inventories, national park infrastructure, and other
biodiversity-related activities;

2. Providing PL 480 Title II Food for Work resources for small-
scale environmentally sound 1rrigations systems and for soil
conservation works; and

3. Developing a project for agroforestry, based upon the
successful Central Selva Project in Peru which will be
presented to several interested donors for funding.

It 1s not expected that USAID/Bolivia will have the
resources available to fully implement all that needs to be done 1n --2
areas of biodiversity, tropical forest conservation, and to sustain
Bolivia's natural resource base. We will be holding discussions wisn
other donors who share our concerns in these areas, and are optimisi.cC
that they will be forthcoming with funding for projects which wi1ll be
1dent1fied through our background assessments.
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PART III - Overview of Management Strategy
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PART III1 - Overview of Management Strateqy

A. MANAGEMENT STRATEGY '
1. Summary Section

Since fiscal year 1985, USAID/Bolivia program levels have nmore
than doubled. Concurrent with this has come a major new economic
development delivery mechanism in ESF resources and the resultant local
currency monitoring requirements. These two factors have forced the
Mission to take two major management decisions to meet our management and
monitoring requirements: first, increase staff levels and second, a
major reorgarization of that staff. In addit:ion, ore of the Mission's
major activities, the Chapare project, has taken a new direction that has
required the Mission to set up a separate office (as reported in last
year's Action Plan) to manage this major effort. These changes are now
in place and we believe that we will be able to fulfill our
responsibilities in these areas in the coming years. However, we still
have gome major gaps in our overall staffing that must be filled 1f we
are to carry out our mandate in Bolivia efficiently. These gaps resulted
from reduction in USDH staff effected in early 1980 when the Mission
began a slow "phase-down" process in reaction to the installation of an
aythoritarism government. These positions have never been replaced and
we are now raising this as a major management issue for AID/W to be
discussed during program week.

Our program has become far more management 1ntensive over the
past few years, despite the mandated reduction in USDH staff. Thas USAID
has one of the lowest ratios of USDH staff to total program budret of any
Mission in the Agency, and the absence of an increase in our currently
authorized ceiling for key positions will inevitably affect the
management of our portfolio and the proper accountability that has becone
critical to management. 0OQuality attention to program, project and
financial detail requires not only quality staff, but an increase 1o the
number of that staff. There 1s no alternative to a judicious
reallocation of USDH positions within the Bureau, or 1f that proves
difficult, then within the Agency.

2. Management Issues

. Several important steps have been taken since the submission of
the last Action Plan in March, 1988. The following highlight areas :1n
which significant accomplishments and improvements that will facilicate

implementation of our program into the 1990's,

-=-As a followup to the Mission Conference on Future Directions
held in early 1988, USAID/Bolivia held a second three day conference to
establish a consensus on how to implement the objectives decided upon
earlier. At the second conference, the Mission also agreed to redei:ne
interoffice relationships S0 as to better attain Mission program
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objectives. Improving coordination ard teamwork were themes stressed and
realized through a general agreement by all USAID offices to facilitate
communication. An éxpected outcome 1s that we will better coordinate
different projects when suitable cross cutting objectives exist.

--Automation was recently improved through the purchase and
installation of $300,000 worth of computer hardware. This will greatly
improve the efficiency of our information processing and will provide for
greater and more effective use of both our human and material resources.

--As the security situation in La Paz worsens and cur Jrowing
program requires more personnel and hence office space, TSAID 1is
exploring options to rent an office building that would serve our needs
exclusively, thereby reducing our security vulnerability.

--Finally the Mission has successfully signed the 1989 ESF
Balance of Payments Agreement with the GOB that will generate $2.5
dollars in trust fund local currencies. We will continue to seek means
to secure additional trust funds in the coming yvears to facilitate achiev-
ing both our development and management objectives.

3. Addational Positions Required

The following are the USDH positions we feel we need
immediately. Establishment of these positions cannot be accomplished
from within the current Mission ceiling and would require AID/W relief in
the form of aincreased USDH/FTE.

a) First, either the Regional Legal Advisor (RLA) position 1n
Quito should be transfered to La Paz or a new RLA position established to
service the needs of this USAID and of AID Representative posts., At
present, the RLA spends the equivalent of four person months in La Paz,
assisting us 1in all of our required legal work. This does not include
numerous weekly telephone calls and cables to the RLA asking for his
advice and clearance on urgent program and project matters. For reasons
of efficiency in implementing our program, we believe that the RLA should
more logically be located in La Paz.

b) The second position urgently required is the reinstatement
of the Deputy Controller slot. As AID/W is aware, USAID/Bolivia prov:ides
substantial financial management service to USAIDs/Paragquay and Uruguay
and at present, this requires substantial staff time. For example,
USAID/Uruguay is implementing 1ts $25 million ESF local currency program
which requires USAID/Bolivia Controller input in monitoring and tracking
and assisting the USAID/Uruquay AID Representative to establish
implementation procedures. This program will continue for another three
vears. In Bolivia, our monitoring requirements for PL 480 and ESF local
currencies increase every day and require more input from Controller
personnel. This is the only sizeable USAID Mission 1n the world waith
only one USDH position. USAID financial wvulnerability is at 1ssue.
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¢} A position must be reestahlished for a Deputy Executive
Officer in order to facilitate the administrative work load. The lack of
a Deputy Executive Officer has had a growing and increasingly significant
impact on Migssion management activities as USAID/Bolivia's support
requirements have grown 1in recent years. This 1s directly related to the
increase in project activities and the growing complexaity of USG program
objectives. ©One USDH now oversees the efforts of more than eighty five
people. This has severely stretched our supervisory span of control,
which includes many different management activities

d)} In addition, we understand that USAID/Quito is considering a
request to include a Deputy Regional Contract Officer. We endorse the
effcrt to increase bureau staffing for a contract officer, but we believe
the position could provide much greater support reqionally if the
position were based in La Paz. Although this Mission has received good
service and cooperation from Quito, we understand the RCO's workload is
such that he is finding it increasingly difficult to provide the amount
of service that 1s needed,

In considering these positions, AID/Washington should be
aware that there are significant internal control vulnerabilaty
implications due to a lack of administrative direct haire positions, given
present responsibilities for internal concrol, security and vulnerability
assessment. These responsibilities can not be fully accomplished within
the present USDH personnel ceiling.

USAID could accommodate the OE requirements for these positions
without requesting an increase in dollar levels for FY 1989, 1990 and
1991. WNone of these pos:tions are included in the attached staffing
schedules.

4. Management capacity without additional OE

In October, the Mission completed an extensive review of 1ts
staff requirements to manage our current and future years programs., - With
the exception of the above four positions, no new staffing has been
included on the attached staffing tables. Even adding the four USDH
positions described above, the Mission will be able to cover these
pos:=ions in OE budgets for 1990 and 1991. As of the present, and given
the :ISF levels programmed, the Mission will continue to negotiate
sufficient trust funds for our operaticns. The current GOB has been
agreeable to use ESF local currencies for this purpose. The only caveat
we would have is the potential resistance from a new government that will
come in as a result of the May, 1989 elections.

5. Critical program wide management deficiencies identified 10
vulnerability assessments.

With the conversion of the Mission's project accounting svsten
to MACS, many of the previously identified deficiencies have heen
corrected. A paytrack system was recently installed and i1s now fulily
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D, Evaluation Plan
1. HNarrative-

The ability to measure program and project impact, and *o
document with empirical evidence the achievement of objectives is a
critical part of any ""AID's work. The importance of evaluation as a
management tool to imp.ove project performance and to inform decisions
about the direction of our program cannot be minimized. During the next
few months, this USAID will begin to devote more attention to documen:ing
program impact through more systematic collection and analysis of daca
through a series of activities. First, we plan to hold an evaluation
workshop this spring, with MSI assistance, tc shape attitudes and to
teach USDHs, FSNs, contractors and counterparts the skills, necessary to
produce significantly improved evaluation and monitoring work. Second,
we will draft a comprehensive USAID Order on monitoring and evaluation
procedures that will provide guidance for program and project services,
project M&E plans, evaluation studies, and the integration of evaluat:on
into the USAID management system. The Order will also clearly delineate
the roles and responsibilities of project officers, the USAID Evaluat:on
Officer, and Mission Management in the evaluation process. Third, USAID
will draft its first Monitoring and Evaluation (M&E) plan, for the
recently approved Micro and Small Enterprise project. This should serve
as a prototype for other projects. -
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