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A. ST.rA:y_ DESCRIPTION 

Iu 1(A63 Dr, Art,.oty Solomon (later Assistant Secretary of State for EconomicAffairs) submitted a smary report on Lis several missions to Bolivia in walchfet fort_, o ,eneral strategy for financial and administrative reform of the
 
.oiv.an 
public sector. Tis strategy uas evaluated by the 0013 durine ti-e years1i')'3, hI and 65. In tae latter two years some effort was made to Improve fiscalpraetioes tiitLi t!e assistance of a USAID provided advisor in the Illnistry ofFinau'ceo ,is, however, met with very limited results and at the GOB's request,tLe U2AID financed several reconnaissance missions wilich outlined specificsu;;,gestrJou for a project by project approach to the solution of problems identiftiniitially in tiie Solomon Report. Based on the reports of these missionsaid theSolonon recoimendations, the GOB requested USAID technical assistance to undertake u broad! reforma of its overall pul li-. administration and finance. The key projectOt;dn tlii- assistance package vas the Fiscal Reform Project. 
Thlr ' rojeot vcas designed to modernize the GOB's central organizations forbud~etirr, accounting, auditing and treasury management. The objective was touchl ve fir.u control over the process of allocating scarce resourcesj, more currentand c-mr; ete information on the fiscal situation for timely and more accurate
ey-ecutive decision making., and treater 
public agency fiscal responsibility. InA, villi3, the GOB sicned a contract with the Public Administration Service ofi"iiet1r to provide tlie advisory tema required to assist the GOB in carrying out
 
t!;e refor ad USAID guaranteed 
 ;;ant financing of the assistance. 

Due to recruiting delays the actual team came on-board over a rather drawn-out
1w)e-ricd from Semeber 19&5 throughI November 1967. Subsequent problems resultedtr.i Y, turnover of teem members with the project not being fully staffed again 

Pzud;ly due to this problem of advisor staffing and, very significantly, due to~nuln< ,ca iges iu key Bolivian executives (e.g. (3 ministers of Finance from 
ProjeCi, -tart to this submission) progress on the reform of GOB fiscal institutiomhns ben oporadie and vubstantially behind the original targets for projectaccnplisaients. In spite rf these delays highly productive advances have beenmade -- as noted in detail following -- a6,! major implementations are well undervny . By early ,'Y 72 tra*.ned Bolivian technicians should be operating, on a fullyoordiiuited basis, refY,reed systems for centralized accounting, integrated public;'~tor budgeting., efficient treasury management, all in the I-1nistry of Finance,ns,well as an effective protrTam of post auditing for all public agencies in the 
Of fice of the Controller General. 

1, ieed and Justification of 'he Propam 

In tue years 1952-54 Bolivia went through a profound social and economic
revolation invulving, among others, 
 a nationwide land reform, establishment 
UCLMSSIFIED 
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of rural education for the peasant populbtion, and nationalization of the 

major private mining enterprises. The cost of Implemerking this 

the decade following (1954-63) was reflected in the runawayrevolution in 
inflation of the mid-50'So The inflation was brought under control through 

in 1956-58, and through continuing public
the stabilization program adopted 

to 25% of total revenues throughout the 
cector deficits that ranged from 50 
period, A large portion of these deficits was covered by U.S. budget ssiport. 

As Dr. Solomon pointed out, this chranic situation could only be treated by 

profound institutional reforms aimed at establishing responsible fiscal and 
the public sector. lie further pointed

edministrative management throughout 
out that real development in Bolivia could only take place when the dis

ceased under a common public sector fiscal
savings of the public enterprises 
discipline that could produce a sufficient current account surplus to make 

recav)talization and new investment possible. 

of the
Altiiouzh inip)rovements have been made, particularly in the performance 

and the statestate enter!,rises such as the mining corporation (COBOL) 

airline (LAB), vith central government deficits in the 1964-69 period running 

at Lil tirae lovas of 5- to 15,i of revenues, the need for carrying this project 
reflect the 

to full tern is clear. The continuing deficits of tile Government 


lac'&of fully irL~lemented management systems as well as the lack of a
 
to man them. Althoughsufficient number of technically competent personnel 

systems for current revenue accounting,well past the initial design stage, 
of control throughcentralized exnenditure accounting, and related systems 

accounts been made operational.allotments and obligation or encumbrance have not 
in the preparation ofThe k1ey to accomplishing this in CY's 70 and 71 is 

with the assistance of the advisory team,q*103ifled Boliv.an personnel who, 

cas put into effect a coordinated program of fiscal management. The initial
 

of tile Fiscal Reform Project was the design of reformed systems for thethaucsiL 
GOB. These included: the reallocation of overall responsibilities for 

financial management (adopted by Supreme Decree as the Fiscal Reform Law of 

pril i96), the restructuring of the audit function in the Controller 
office, the formation of a central accaunting directorate. a generalGenerals 

and a totally reordered procedurereoranization of the Ministry of Finance 
tofor budget preparation and execution. Although some design work remins 

be done, the current and future concentration isoaevelopnent of qualified 

nersonnel to make the systems work. Classroom and on-job training is 
number of qualified audito.s, accountants,rrogramnied to produce the minlrmu 

as capital projects analystsiancial and administrative analysts well as 
necessary to implement effectively the reformed systems. The systems 

themselves need to be operationally tested, improved, translated into 

for all elements of the public sector, and made continuous!x*erutious manuals 

ly responsive to the politico-economic policies of the Government.
 

training personnel to fullyTbis work -- refining the reformed systems, 
ir plemeet and further refine the systers, developing operating manuals to 

UNCIASSIFIED 
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guide all agencies on the modernized procedures -- all must be accomplished
before close-out of the project in FY 75 if the work to date is to have
 
lasting valuer Mien it is done then the human and institutional tools vill 
all be nresent for Bolivia to realize the overall project objective: the 
installation of an efficient, integretted system of public financial management
by t;ic COD resources can be rationally allocated against the nation's 

conoric i-riorities, expenditures controlled accordingly, and Government 
deciciun an be made based upon current and complete information on financial 
perfoxlanceo 

, raolect (.oals 

The 	ovetwall objective of the project is stated in the preceding paragraph. 
Secii'i,:.objectives are to assist the GOB in aciiieving the follo=Lng: 

a) t~bl!kh a central accountin system within tie Ministry of Finance
 
v!dW.!ii ,.1ll be capable of !indling current accounts for both 
revenues ande,*zeadtLweu and will facilitate a -. . control (including pr-audit) 
a:ver tii collection, allotment, obligation, encumbrance and expenditure
OC. fliC i'dIada. 

b) ae]m:.Int.consolidated public sector budget disciline based on
.yy[.e(;,atized agency expenditure and revenue submissions, clearly identified 

ro,;:-.m objectives, responsible analysis through a stron, Central Budget
Cl7Piae (including development end application of program/project perform
:rce -tnndzirds and unit cost perfornance yardsticks), and a fixed budget 
c:t'end."' against lihicih the Sunrem,.e Government can make timely approval of 
t v d",'t as a definitive annual statement of its public economic policy. 

c) 	Iipltz-'eAt a comprehensive post audit system &n the Office of the Controller 
Goncr, ..L tiie Republic uith emphasis on perforiance against set objectives 
o-a iiea:re of cost effectiveness. As part of this system, audit reports
vil42 reco:amend remedial action rather than simply surmnarize deficiencies 
;nd/or irregularities observed. 

d) 	Devctm r ystems for central revenue and expenditure administration in a 
modern T'hatiornl Treasury w.ithin the Ministry of Finance which will be 
cualble of effective debt management, continuous control over public
credit, administration of the Government's monetary and banking policies, 
o, vell os reorting on current and projected fiscal performance, 

e) 	 1csi n and iplement, as part, of the overall budget and accounting
syntc!D: (1) basic comnon procurenent standards for equipment and supplies,
(2) c'2ion position nomenclature based on continuo!,s position classification 
os x_.rt of the annual budget reviews, (3) universal application of the 
COZ:SJ) Z .opgnization structure as provided in the Administrative Reform Law 
of An'il 30, 1!Y70 and (4) a continuous program of financial and administrative 
analyss to develop and refine performance standards, performance yardsticks, 

UCLASSIFIED 
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and 	overall cost effectiveness.
 

f) 	Develop and install within each of the public agencies fiManclal and
administrative management staff units which will reflect expertise in
the 	aforementioned systems and will advise and assist the agency heed
 
on all phases of his budget preparation and execution. These units vill
also assist in a continuous program of financial and nadinIsrative 
analysis to improve program performance and project effectiveness°
 

3o 	 Minimuw Levels of Achievement 

The 	GOB has, over the life of this project evidenced continuing (even ifnot alays tt the same level of comxItment) support of the above stated

objectives, Based on recoLriendations of the advisory team and its Bolivin
 
counterparts the following achievements are noteworthy:
 

a) 	Atoption in April 1963 of the general Fiscal Riforri, Law which laid the
basis for reorganizing the 	Ministry of Finance and the Controller 
General's Office to provide for centralized accounting., a strong

national budget office and an efricient national Treasury in the former 
and 	a greatly expanded post-audit function in the latter. 

b) 	P.rovision by the GOB of over $13Q,ooo0 for local scholarships to train 
a cadre of Lighly qualified accountant/auditors to staff the new 
or pnizationso One hundred and fifty professionals have completed or are 
now enrolled in these courses which represent six months of full-time
clasrox training with subsequent on-job training with the team advisors. 

c) 	Adoption of a public-sector budget preparation calendar for CY 70 whichprovided a coordinated cycle for all submissions including investment
bixdgetso (Unfortunately the revolution of September 26, 1969 threw this 
exercise off the adopted time table). 

d) 	Approval of budget training courses in the interior of the Republic

uhich reached some 250 previously untrained employees of GOB agencies.
 

e) 	Adoption of [fey aspects of the Fiscal Reform strategy in separate decrees

fron V'6Y3 to 197G and culminating in the Administrative Reform law of
Aril 30, l970o These included centralizing revenue cont:rol and disburse
ment authority in the .National Treasury, freezing new 	 hirlngs and halting
capricious dismissals of public employees, eliminating pre-audit in the

Controller General's office, including position classificaton authority

iithin the National Budget Office and numbera of lesser but valuable 
measures. These achievements have laid the basis for further progress.
This can be made, and the project objectives achieved, if the GOB: 
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(1) Continues to give top priority to staff trainin-providing 
scholarships for vestibule training in professionalnou areas 
such as systems analysis and programing plus requiring curent 
employees to attend in service training courses to up-grade
their skill as part of their regular jobs and within the normal 
work 	week. 

(2) 	 Continues to implement the program against a reasonable tim 
schedule (see planned targets following). 

(3) 	 Provides reasonable Job stability and adequate =4noation to 
trained personnel. This Implies the eatablishment of a basic 
career program for Itey professional, tecilnical and administrative 
positions. 

(4) 	 Continues to maintain a collegial worldnG environent between 
advisors and counterparts so that transfer of technical skills can 
be maximized as the reformed systems are Implemented, tested and 
improved on an operational basis. 

1!General Approach 

Since September 1g6 the IJSAID lies financed a GOB contracted advisory ta 
to help the Government carry out its Fiscal reform objectives. The GOB 
ias requested that USAID continue the financing of this advisory group.
Currently the I asslon plans to begin to phase-down the present five-man 
Group in FY '(2 and to phase-out the project by FY 75. As indicated earlier,
the initial emr£aois vas the desirn of reformed systems and the development 
or legislation to make their implementation possible. Current and future 
emphasis is on. 

a) 	 -systeras implementation through classroom and on-job training of GOB
 
personnel. (This is being done in cooperation 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 collaboration between
 
advisors and counterparts.
 

c) 	 Systems improvement (de-bui4g) during actual operations of the
 
integrated proam for financial management at both the central
 
agency (M'inistry of Finance and Controller General) levels and at
 
the 	operating agency level. 

The GOB [has indicated full aGreement vith this approach and is providing

adequate support for its successful realization.
 

UICLASSIVIE 
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adtdscontifuity. UnILrecettl-e bEnutive bi'l 
 o h wwnIts legal basis to a law of 1888 an Its OpgMo1waij iyaU,made by subsequent Go"2awa p. is gi~~nIt._j~C al fviea fllhtedewf Keimeit 'isa e.~ v n ~ 

tirE~ sionitpto~z.Bolivia.
 
When the fiscal, reft6 adylGW 
 teems arrived In -SepteU! 1966 (24M 4166o1963Sol1MOn *~Ort =Msntied ab 1 , 1it found that GUWrnt uaon$ 'urneoavailable for 18 to 24 months -fOllOwing ftscal periods;j accow4tinI was divided'
betweenl the Dudet office, the Treasuy, the Cbntro33arl'a Office h patn
agenoleBa, and the Central Bank; the Co13aO~r vle:,Cot thy i aoing, r

but, had pre-.audt, post-amudi (not rehlly fUactsIonivg),vbtherwz"VtM ly.central personnel registry, and also cOMnter..is~gn all d4imt ameti, of the
Treasury; Wacentral ogoa,-Y had an ongoing allotoent, scrg~wsgr
obligations and eaun"D" or auhoit ovethe revenuesc lctedirevb4by the operating agencies; tbe vaws no staff qualiftid 'to.,con&=t'edmWnitrtiveand financial analysis of GOB propgrn and couspnigly ,tbs" e "-nmo_Perfbamzice standarils; the budget van prepared centrallybat eaxscuted by the geoss'under the sole restraint of its global gownl aPprowiaioUn; ra f1ostInj debt tothe private sector haunted the tragrnY with prioroce'osfghIWthe current prop'w for 11caro6 current resures; the quality.Of- teotaicalpernonnel -- auditors, accountants,, financial and a iszdtmati analysts, ae* ~ was far below minim~u requirements; the smual budget Va being. issued notbefore nine months into the year; in general, the eyrom ntw TiAM 10re'mfjOrIn spite of thisv change vas slow in couing. It took the 'Initial ten Months. ofthe 'advisory team's time to ep. ..ot a Proposed StructUral r'eform (A 3. above)and an additional ten months to motivate the Goverameft to o2nset It In~to la.:In..April of 1968. At the tim of this subm~ission in Mar 1970, ~rtv ~aettis now really beginning. on' 

This frustrating, disappointing slow rate of progress is 1ndertandable in'termsof the Bolivian enviroMet: 

1- Change from disorder to ore is not welome where the I~mprovised way* of doing things has become a GYst-em with Its own vested interests in notbeing altered. .' 

29 Political instability breaks the continuity of the 'refrnm Pe'bpm withevery neW GoVerMMent requiring education~ on project rationUa, mfthodolopand 3u.9tiflcation. By 
3. Plitical changes bring frequent changes in operating perenaei, since
3blivla has no career 
system for public aapprayeese, and reorientation, retrainngnew relationships must be effected by the advisory gpu. nt 

UNCrAYM 
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4. Training technically qualified personnel Mres required, first convincing 
to, Government authorities of the urgency of technical qualification in a 
Jlncl:aonian environment that assumes that all goverrzent jobs are alike and 
t.liat uny saen-literate citizen can qualify, and, second persuading the 
z:ployceos thennelves that in-service training is valuable to them personally 
at ,-,ro-essionally. S 

3 Often times support of the program Las been only nwiruil and the 
project has floundered on the comrron Latin American syndrome "Obedezco pero 
no ct~m-'h (I obey but I don't dc It)". 

Althout:-. iese environmental realities have. presented obstacles, more than 
anythiv else., they iave forced a lengthened time frame far achieving the stated 

Uxnder DD]Aolivian Aevolutionmry Government which took power September 26, 1969, 
taiere is t sense of urgency "to get on with the job", of fiscal and adziistrative 
refors Altiougi Lmany of the factors noted above are still to be coped vith, the nev 
attitude :nd the nrotress achieved to date suggests that a very positive environent 
will face te iyroject for the balance of its life. 

¢. 'i,Cr PJY
 

I. (loneral 

it iL the intention of the UOAID Uission to provide grant financing to 
iutvvort thic project to cxipletion as long as the GOB provides continuing 
con:itu ent to the project objectives nnd adequately utilizes the GOB con
tracted advisory teal in achieving these objectives. To supplement the ad
visory effort, the Rission ill provide grant funded co odity support to 
"elp e:: iedite the inctallation of the nachine oriented accountine system
(:Y'- is,Lna yI), and to adapt this system to electronic data processing, 
i't'l seas appropriate (FY's 71 and 72). In addition to training locally, 

stpr[)o h--y the adviaory teamr and instructors provided through the ISAP 
koje.=t (ice separate PROP), the USAID vill provide supple entary out-of

c:nat':ry training --- U.S. and Third Countries -- either under a participant 
ruj-- -az funded runder the 13AP Project or through invitational travel. 

Yi th extent possible, the Misuiou vill encourage other donors to assist 
t1.iie COD in its :.verall fiscal Refoni,. In 1960, wue were successful in 
c,'..nciAi thev I21F to provide one full-tme advisor in current expenditure 
C2trolno COtiier donors, such as the IDB and the IBRD, have supported the 
'!s,7 f ', o (QLtiough not witli direct advisory support) uit continuous 
reai ':h~aaionby their representatives and short term survey t~amc of the 
top priority they give to this effort as providing the basis for their 
future lerding efforts. 

U11CLASSIFID 
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I, accord wit;. Ce Inisters of Finance and Plauin, tLe Missioi ias indi
cated its stron,; desire tiat advisory assistwice in tais program saould be 
directed _rin:wril to uisiat ia re';,)1vitj-f te. ait., l -- )rzanizationazl, 

r:to.;; iand:rocedures -- type issues. T;ie USAID and the GOB have acTeed 
tLat it is rxvre appropriate that multinational donors provide advisory
acsi'ntnnce oti olicy issues in the fiscal and uonetary fields. 

oerationnl 

T,,e onerntionul ;trateGy of the UJAID supported advisory team is essentially
to folloti tie or.Xram outlined in the folbwina. section "Planned Tarets". 
In iearl, every apect of te proTam tie refornz effort moves throu-h the 

. aaes -- but not in a ,orecise linear manner: 

a) 	 Advisors work viti, Boliviau counterparts to researcti problems in a 
,iven aspect of financial mau,,ement systems and develop alternative 
arproac.,es for local solution.
 

L) 	 S, stais desi_1n vitai counterparts and final agreement on basic 
substance. 

c) Le :al action to permit system installation. 

d) Selection and training Bolivian technicians 
system. 

to install and operate 

e) System installation by Bolivian technicians vitii advisory assistance. 

f) De-bugginC system on operational basis, 

i;) Preparin-, operatini, manual 
continuous revision. 

on system operation, feed-back, and 

Uhen tin basic systems reacih stage -j) above tne USAID will phase out the 
advisory protrra. Tie pDase-down stage should beGin in FIY o. and phase-out
si;ould be completed by the close of FY 75. 

o PlN Ni~, TARCITS 

The fullow:i, ci:art presents a simplified summary of project tariets. The 11 
,tc I7;01rit:e ,"(Y;ymu lc(sac!re acL-ualiy broiuiL Uowa. in working paperi (including

Cio PiP 'dIrny ;uu;:iitte ,) into over 75 su;-iters for deLailci project planluint 
a;,.A contr() I 
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hy 12/71 but co-itinue operatLios (if 
sub-treasuries require traiii. 5, 
£oc-re by 12/72. 

7. Purchasiung 6 12 1 9 . 6 Purchasin-: Central stnff will b,71T 71 72 71 72 72 72" developI by 9/71 	 (12 staff) ocr,-.- ; 
iu '. technicians (200) ,:ill 1e traix e . 
by end of rrojuct. 

8. Financial and 12 1 6 1' 12 12 Adniii. AnIalYsLs: This tur ,ct is ;cAdaiiistrative A 71 72- "71-	 7:! 72 
rt 

72 of the ISAP prejcct but r -ruirunrAnalysis 	 ai: 
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Au it 71 7.1 71 71 	 7: 72 72 "--st-tutio ns vicii auitors 

so: u~2c0 ;l~st bc trai;.-u 6y&/73. 
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ComrieLs oi foregoing chart: 

1. Traiuiu,',: Tae target for basic traiuing refers to the completion of trai-iugof ceittri staff units. The training beyond this level is Lhe primary
respoiisillility of tile Superior Institute of Public Administr:ition. It isnotuesort'y Ltiit Lhe total GOB staff training oijective for this project is1,750 tec.iiciais. (Courses are largely full-ti-ve for from 3 to 6 monthscluration.) The five man advisory team within this project will cooperatewith ISAP i forning, Bolivian instructors ant. thi&c basic curriulwi for eachjsiiecL of thu traini-nr. But ISAP will carry it out. Additional ISAID
 
su)port to this activity is discossed in the ISA? PiOP.
 

2. he iI~sLa1,1tiol, target for the Expenditure anid Tuvinue accounting systems
rofers 	to 11e inLitial manual operations,, Lachizne opplications will be

i,.ualled, if equipxe'nt procurement is on schedutle, by 12/71.
 

3. ',.!iire the "advi.oW research o systemr" colutu has bue, itarLed iA, it isbecau:3e tils !ha.i of work was counplete well before 1'.0i1sionthis P1"OP.of 

4. It !.ioulh be c-loar that the targets act for de-liu'.fiiz'- anJ for completing 
)!)toratin. znanuals represent the 

~ 
first phase of these activities relative to 

.~ Lit LaLt: t- Euto 
a c'u ,nrerpart folou--up 

:L tig* Li'- U; LJIZ ,~t~ *~ ~ ±Jwill be required to conjiiuoun3', i!:,prove operations
-iau, ti, reflect these iriprov ments in the prevailin. manuals. 

oO);.',i-., OF ACTIOM' 

'rilTe Clv-?'r :',nt of Bolivia 11ith assistance from the advisory Leaml will carry outtC(: v)r)iWct :m shomn in C.2 "Strategy-Operationnl" and agaiinst the Peaeral
ca.t~ajr i.idiCated in 1. "Planind Targets" above. 

ii t - issioit's Public Admiistration Officer, the USAID will contiauously
.:)1;iLur prnjvct pre;resn and lanwill all required fuJin to stuport the advis,,ry,parLicip1t ana selected cor.m.oity inputs to the prora.,. Oftier donor s will ber,,uJarly co~nsilted as to their possible participation ii furtcrii, pro-ect goali.t,visor- input, beyond our programuaeu level appear to i)e requirel, the:iasaim wui o icfouriL' the CO to snoel: this assistauca froi: 1tul.Ulnteral a ,eneies. 

'dw- fol.o-7itut, represents surmmry on-boarda of proj ,cL staff Cor the life of tileproj,.Ctc (o.,e ?,.a-enus on board at least 3 aos. of T-). 

I[iNCLASS IJILD' 



LaPaz TOAID A- 235 
 IJNCLSSIFIED 14
 

Fiscal Years (on-board staff) 

A~ivisors 67 68 69 70 71 72 73 74 75 

Chief of Party 1 1 1 1 1 1 1 1 1 

udet 1 2 1 1 1 1 - -

IN)UI till)' 	 1 1 -	 - I 

Autti ,i 	 1 1 1 1 1 - - . 

o & 1 1 - - 1 1 1 1

,ThY ~iimos IV4 111i1 6VIT 21.m, 	 6TO 6W11i 61P. MIN! 6k%:4 

NOTE: 	 Ii,F. 73 ana followin, years the "Chief of Party" positamii uill be 
filled, as nearly as possible, by a Public Fimnce generalist who can 
provje follow-up on systems installed earlier with assistance froma the 
specialized advisors.
 

SIRACUSA 

INCIASSIFIEI)
 


