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A. OUMVARY DESCRIPTION

In 1963 Dre Aut.ony Solomon {later Assistant Secretary of State for Economic
Affairs) submitted a surmary report on ais several missions to Bolivia in vaici

ne get fort . o cenerel strategy for financial and administrative reform of the
ioiivian public sector. Thig strategy vas evaluated by thie GOB during tire years
1%3, 5h ond G5. In tue latter two years some effort was mede to improve fiscal
practices viti tue assistance 3f a USAID provided advisor in the [inigtry of
Finauce, Tuls, Lowever, met with very limited results and at the GOB's request,
the UCAIL financed several reconnaissance migsions which outlined specific
su;sestions for a project by project approach to the solution of problems identifi
initizlly in the Solomon Report. Based on the reports of these missions&nd the
Soloron recormendations, the GOB requested USAID technical assistance to undertake
3 broed reform of 1ts overall puiidi: adainistration and finance. The key project
vitiin tiis assistance package vas the Flscel Reform Project.

Thils »raject uas desipgned to modernize the GOB's central orpganizations for
Ludgeting, accounting, auditing and treasury manogement. The objective was to
achiove £irm coutrol aver the process of allocating scarce regources, more current
and eoplete information on the fiscal situation for timely and more accurate
executive decision waldng, and (reater public agency fiscal responeibility. In
Avvril 1965, the GOB pigned o contract with the Public Adninistration Service of
ehienpn t0 provide the advisory tean required to assist the GOB in carrying out
the reforn and USAID pguaranteed ;rant flnaacing of the assistance.

e to recruiting delays the actual team came on-board over a rather drawn-out
nericd from Sentember 19606 througn November 1967. Subcequent problems resulted
in a 73 turnover of team members with the project not being fully staffed again
until Loy of 1970,

Partly due to this problen of advisor gtaffing and, very significantly, due to
continaing changes tu key Bolivian executives (e.g. O ministers of Finance from
project start to thin submission) progress on the refornm of GOB fiscal institutions
hoas Leon sporadie and substantially behind the oripginal targets for project
acecomplisivients. In spite of thege delays highly productive advances have been
made -- as noted in detoil folloving -- aod najor implementations are well under-
vay. Uy early CY 72 tra’ned Bolivian technicians ohould be operating, on a fully
-vordinated bacis, refs;med systems for centralized accounting, integrated public
sector budgeting, efficient treasury monagement, all in the Miaistry of Finance,
as well as an effective oprogram of post auditing for all public agencies in the
Ofrice of the Controller General.

1. Leed sad Justification of *he Progran

In the years 1952-54 Bolivia wvent through a profound eocial and economic
revolution involving, among others, a nationwide land reforn, establishment
UlICLASSIFIED
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of rural education for the peasant populstion, ond nationalization of the
major private nining enterprises. The cost of implemeniing this

revolution in the decade £ollowing (1954-63) wes reflected in the runavay
i{nflation of the nid-5C's. The inflation was brought under countrol through
the stabilization program adopted ir 1956-56, and through continuing public
cector deficito that ranged from 50 to 25% of totol revenues throughout the
period. A large portlon of these deficits was covered by U.S. budget support.
As Dr. Solomon pointed out, this chroaic situation could only be treated by
profound institutional reforms aimed at establishing responsible fiscal and
pdmintatrative management throughout the public gector. Ile further pointed
out. that real development in Bolivia could only take place vhen the dis-
savings of the public enterprises ceased under a common public sector fiscal
discipline that could produce a sufficient current account surplus to make
recanitalization and nev investment possible.

Although improvements hove been made, particularly in the performance of the
state enterprises such ag the mining corporation (COMIBOL) cnd the state
pirline (LAB), with central government deficits in the 19G4-69 period running
ot 811 time lovs of 5% to 15% of revenues, the need for carrying this project
to full term is clear. Tiue continuing deficits of the Government reflect the
lack of fully implemented manacement systems as well as the lack of a
qufficient number of technically competent pergonnel to man them. Although
well pust the initinl design otege, systems for current revenue accounting,
centralized expenditure accounting, and related systems of control through
allotrents and obligation or encumbrance accounts have not been made operational.
The ey to accomplishing this in CY's 70 end T1 is in the preparation of
qualified Bolivian persomnel who, vith the assistance of the advisory tean,
can put into effect a coordinated program of fiseol management. The initial
tiraat of the TFiscal Reform Project was the design of reformed systems for the
GOB. These included: the reallocation of overall responsibilities for
financial management (adopted by Supreme Decree as the Fiscal Reform Lav of
April 1968), the restructuring of the audit function ia the Controller
General®s office, the formation of a central accauoting directorate, a general
reov:anization of the Minlstry of Finance and a totally reordered procedure
for Ludget preparation end execution. Although some desipn work remains to

be done, the current and future concentration 1s°Bevelopment of qualified
personnel to make the systems work. Classroom and on-job training is
nrogramned to produce the mininum number of qualified auditors, accountauats,
?inuncial and administrative analysto as well as capital projects analyets
necessary 1o implenent effectively the reformed systems. The systems
themselves need to be operationslly tested, improved, translated into
operations menuals £or all elements of the public sector, and made continuous-
1y responsive to the politico-economic policies of the Government.

miis vork -- refining the reformed systems, training pergonnel to fully
implenent and further refine the systems, developing operating manuals %o
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gulde all sgencies on the modernized procedures -- all rust be accomplished
before cloge-out of the project imn FY 75 1if the work to date 15 to have
lasting value. When it is done then the humon and institutional tools will
all be present for Bolivia to renlize the overall project objective: the
instaliation of an efficlent, integrcted system of public Pinancial nmanagement
by vhici COB resources can be rationnlly allocated against the nation's
econmic nriorities, expenditures controlled accordingly, and Government
decicions can be made based upon current and complete information on financial
nerfornence,

)
t.0

Peoject Ooals

The ovemull objective of the project is stated in the preceding paragraph.
Speeific objectives are to assoist the GOB in achieving the following:

A
n)

b)

d)

ustablich a central accounting system within the liinistry of Finance
videh 1111 be capable of handling current accounts for both revenues and
exoeaditures und will facilitate & . gi;.,. control (inciuding pre-audit)
Jver the collection, allotment, obligation, encumbrance and expenditure
oy’ public {funds.

Laplenent o congolidated public sector budget discinline based on
systanatized agency expenditure and revenue submiscions, clearly identified
oroiar sbjectives, responsible analysis through a strong Central Sudget
Criice (1nsluding development end applicatiosn of progran/project perform-
ance standords and unit cost performance yardsticks), and a fixed budget
colenker against vhien the Supreme Government can make timely approval of
Lhe budeet as & definitive annual statement of its nublic economic nolicy.

aplenent o comprehensive post audit system hn the Office of the Controller
General ¢ tite Republic vith empheeis on performance apgainst set obJectives
us Q@ neacure of cost effectiveness. As part of this system, audit reports
viil recoiend remedial action rather than simply summarize deficiencies
and/or irrepulorities observed.

Develoy systens for central revenue and expenditure administration in a
nodern lotional Treasury within the Ministry of Finance which will be
capable of effective debt management, continuous control over nublic
eredit, administration of the Govermment 's monetary ond banking policies,
as well as reporiing on current and nrojected fiscal performance,

Pecign and implement; as nart of the overall budget ond acesunting

systew: (1) Lasic cormon procurenent standards for equipment and supplies,
(2} exaon position nomenclature based on continuovs position classification
as part of the annual budget reviews, (3) universal applicetinn of the

eorsini: orimnization structure as provided in the Administrative Reform law

of April 30, 1970 and (k) a continuous progran of financial and administrative
analycis to develop and refine performance standards, performsnce yardstichs,
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and overall cost effectiveness.

Develop and install within each of the public agencies financial and
adninistrative management staff units which will reflect expertige in
the aforementioned systems and will advise and assist the agency head
on all phases of his budget preparation and execution. These units will
also assist in a continuous program of financial and adninistrative
analycis to improve program performance and project effectiveness.

Minimun Levels of Achievement

GOB has, over the 1ife of this project S evidenced continuing (even 1f
support of the above stated

objectives. Based on recommendations of the advisory team and its Bolivian
counterparts the following achievenents are notevorthy:

a)

b)

Adoption in April 19608 of the general Fiscal & form Lew which laid the
basls for reorganizing the lMinistry of Finance and the Controller
General's Office to provide for centralized accounting, a strong
national budget office and an efticient national Treasury in the former
and o greatly expanded post-audit function in the latter.

Provision by the GOB of over $130,000 for local scholarships to train

a1 cadre of highly qualified accountant/auditors to staff the new
orpenizations. One hundred and fifty profeasionals have completed or are
nov enrolled in these courses vhich represent six monmths of full-time
classroon training with subsequent on-job training vith the team advisors.

Adoption of a public-gector budget preparation calendar for CY TO which
provided a coordinated cycle for all submissions including investment
budgets. (Unfortunately tie revolution of Septeuber 26 s 1969 threv this
exercise off the adopted time table).

Approval of budget training courses in the interior of the Republic
vhich reached some 250 previously umtrained employees of GOB agencies.

Adoption of key aspects of the Fiscal Reform strategy in separate decrees
fron 1958 to 197C and culminating in the Administrative Reform lav of
April 30, 1970. These included centralizing revenue control and disburse-
nmeat authority in the National Treasury, freezing nev adrings and halting
capricious dismissals of public cuployees, eliminating pre-audit in the
Controller Gencral's office, including position classification authority
within the lational Budget Office and a number of lesger but vaiueble
neasures. These achleverents hove laid the basis for further progress,
This can be made, and the project objectives achieved, if the GOB:

UNCLASSIFIED
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(1) Continues to give top priority to staff training-providing
scholarships for vestibule training in nov profesgional areas
such ag systems analysis and programning plus requiring current
employees to attend in service training courses to up-grade
their gkill as part of their regular jobs and within the normal
work week.

(2) Continues to implement the program against & reasonsble time
schedule (see planned targets following).

(3) Provides reasonable job stability and adequate compensation to
trained personnel. This implies the eptablishment of a basic
career program for key professional, teciinical and adminiatrative
positions.

(4) Continues to maintain a colleglsl working enviromment betveen
advisors and counterparts so that trensfer of technicel skills can
be maximized as the reformed systems are implemented, tested and
inmproved on an operational basic.

4, General Approach

Since September 1956 the USAID has Pinanced a GOB contracted advisory tesm
to help the Government carry out its Fiscal reform objectives. The GOB

has requegted that USAID continue the financing of this advisory group.
Currently the lission plans to begin to phase-down the present five-man
group in FY 72 and to phase-out the project by FY 75. As indicated earlier,
the initiol emphasis wos the design of reformed systems and the developpent
or leginlation to maie their implementation possible. Current and future
enphasis is on.

a) Systens implementatisn through classroom and on-job training of GOB
personnel. (This 1s Leing done in oooperation with the Superior
Institute of Public Administration. See separate PROP),

b) Systems formalization through the development of operating manuals
as the implementation proceeds and in full collaboratisn between
advisors and counterparts.

c) Systems improvement (de-buyging) during actual operations of the
integrated progran for financial management at both the central
agency (Ministry of Finance and Controller General) levels and at
the operating agency level,

The GOB has indiceted full agreement with this epproach and is providing
adequate gsupport for its succesaful realization.
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4, Training technically qualified personnel hos required, first convincing
top Goverment authorities of the urpgency of technical quaiification in a
Jnchksonion enviromzent that assumes that all govermnent jobs are alike and
that any geni-literate citizen can qualify, and, second persuading the
arployeces thenselves that in-gervice training is valuable to them personally
ond rrofessionally. °

5. Often times support of the progran has been only nominal and the
project has floundered on the cormon Latin Anerican syndrome "Obedezco pero
no cuanlo (I obey but I don't do it)".

Altihouws: these environpental realities have presented obatacles, more then
anythins elee, they nave forced o lengtlhened time frame for achleving the stated
poelss

Unaer Lhe Dolivian Revolutionary Govermment which took power September 26, 1969,
tihere is u sense of urgency "to get on vita the Job", of fiscul and adninistrative
reforu. Although nany of the factors noted above are still to be coped with, the new
attitude 2nd the nroyress achileved to date suggests that a very positive environment
will face the project for the balance of its life.

Ca SWTINTTOY
1. (euneral

f4 is the intention of the USAID iHssion to nrovide grant finencing to
sunsgrt thiv nroject to cortpletion as long as the GOB provides continuing
cormitinent to the mroject objectives and adequately utilizes the GOB con-
tracted advigory team in achieving these objectives. To supplement the od-
vigory effort, the Misslion will provide grant funded commodlty support to
olp exmpedite the installation »f the nmachine oriented accounting system
(*Y's & snd 71), and to adapt this cystem to electronic data processing,
if this scens appropriaste (FY's 71 and 72). In addition to training locally,
swparted by the advdoory tean and instructors provided throuch the ISAP
Project (sce separate PROP), the USAID will provide supplementary out-of-
country traindng --- U.S. and Third Countries -- elther under a participant
nrorvan: funded nader the IDAP Project or through invitatisnal travel,

Ty the extent possible, the Misslon will encourape other douors to assist
the GOD 1n its wwvernll fiscol Reform. In 1960, we were successful in
eoavineins the INEF to provide one full-time advicor in current expenditure
controia.  Jther donors, such as the IDD and Lhe IBRD, have supported the
Chgseal veforr, (altuough not vith direct advisory support) with continuous
voadvionation by their reprepemtatives and short ternm survey t¥mms of the
ton priority they pglve to this offort as nrovidlng the bacis for their
Jubure lerding efforts.

UHCLASSIFIED
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Iu aceord vit:. t.e Ministers of Finance and Plauning, tie Mission uas indi-
cated 1its stron; desire tuat advisory essistauce in tuls program suould be
directed priveril; to ussict ia reusolviug te::aical -- organizotional,
syotens: and orocedures -- type issues. T.ue USAID end the GOB have agreed
taat it is rore appropriate tiuat multinational donors provide advisaory
uscsictance ou ;olicy isocues iu the fiscal and wonetary fields.

&. Onerctionnl

Tue overationul stratepy of the USAID supported advisory ieam is esseatially
to £511ov the orugran outlined in tue £511owing section "Planned Tar ets”.
in aearl; every uspect of tie program tihe reforn effort moves through the
>11ovin  niases -- but not in a nrecise linemr manner:

a) Advisors work vwit. Boliviau couaterparts to researc. problems iu a

. iven aspect of financial maua ement systems and develop alternative
approacies for local solution.

v) S ctems desi n vith counterparts and final agreement on basic
substance,

¢} Le al action to permit system installation.

d) Selection aud training Dolivian tecinicians to inptall and operate
systen.

e) System installation by Bolivian techniclaus witi advisory assistance.
f) De-buydng system on operational basis.

s

;) Preparin;, operatin; monual on system operation, feed-back, and
continuous revision.

liaen tie baslc systers reacih sta;e ;) above the USAID will phase out the
advisory projgran. The punse-down stapge should begin in FY - and phase-out
siiould be completed by the close of FY 75.

Do PLAINEDL TARCLTS

The foellowiug chart presents a sinplified summary of projuct targets., The 1l
cateporics of syscend woerk ore actually broken down in worl:ing papers (including
the PIP alveady suwnittea) iuto over 75 sub=itoms for deiailcg project planaing
Med coulrol,
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Comrents on foregoing charts

I. Trainiu:e The target for basic traiuning refers to the completion of training
of central staff units. The trainiung beyond this levael is the primary
regponsil.ility of the Superior Iustitute of Public Aduinistration, It is
noteyorthy tuat chie total GO staff training oujective for this project is
1,75¢ teceaniciaus,  (Courses are larpely fulletire for from 3 to 6 months
duration.) The five man advisory team within this project will coeperate
wvitic ISAP i forning Boliviun instructors and tiw basic curriculun for cach
aspect of the trainine. But ISAP will carry it out, Additional USAILD
support to tuis activity is discussed in the ISAP Prop,

2o Wi instalf.tion target for the Cxponditure aud Tevenue deccouatting systems
refoers to the iuitial wanual operations. Machinc anplications will be
tistalled, if equipnent procurement is on sciwxiule, by 12/71,

Jo Mhere the "advisor rescarch on systen" coluan has bLuee.. marl.ed SA, it is
because tinis phase of work was coupletes well before submission of this PROP.

4o It siould be clear that the tarpets scet for de=huceins and for completing
weoerating nanuals renresent the first pliage of these activities relative to
vacu Bybuilule In tuu pux:imi fulluwlu;;:, Y ng;h e wie UL L pmuj-:ut., auv ibuUL
ard cennterpart followveup will be required to continuously Lisprove onerations
MG to reflect these improvements in the prevailing manvals,

Lo COURSL OF ACIION

The foverinent of Bolivia vith assistance from the advisory Lean will earry out
tac project as shown in C.2 "Stratepy=Operational® and against the peneral
calouuar dudicated in L. "Planned Targets™ above.

Yhrone i tae Uigsion's Publie Adwinistration Nfficer, the USAID will continuously
wouléor project preyress and will plain all required fuuding to sunport the auvisory,
parvicipant nue selectod cormoidity inputs to the propran, Other donor's will be
resularly eonsulted as to their nossible participation i: furticring project foAdLd,
Sheuld auvisory inputs beyond our programuca level appear to be roquircu, the
“ission wiit oncourace the CO5 to seel: this assistancae fron wultilateral arencies.

T follewrine represeuts a summary of on=board projcct staff for tie life of the
project (ose wan neans on board at least 3 o8, of FY),

UHCLASSIFILY



LaPaz TOAID A~ 235 IICLASSIFIED . 14 14

Fiscal Years (ou=board staff)

Advisors o 8 6 18 1 72 13 1 15
Chicvf of Party 1 1 1 1 1 1 1 1 1
Budpet | 1 2 1 1 1 1 - - -
*oountdng 1 1 - - i 1 1 - - |
Auditing o 1 1 1 ; 1 - - -
o0& 1 1 - - 1 1 1 | -
TOY man mos MM 3 oM 2M 611 | oMM oM 12141 61

WOTE: In FY. 73 and following years the "Chief of Party" position will be
filled, as nearly as posaible, by a Public Finance generalist who can
proviie follow=up on systews inestalled earlier with assistance frow the
specialized advisors.

SIRACUSA
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