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I. General Background of USAID/Bolivia local currency program.
 

Over the last several years, the USAID/Bolivia local currency 

program has become a major part of AID's development strategy 

in the country. Both the ESF and PL 480 Titles I/III programs 

have been instrumental in effecting macro-economic policy 

changes over the last three years and the resultant local 

currencies generated have assisted the GOB in attaining its
 

long-range economic recovery goals. The PL-480 program itself
 

has generated more than $134 million of local currency that has
 

been used to help sustain increases in agricultural production,
 

increase rural farm incomes, improve rural health delivery
 

systems and enhanced education standards. The ESF local
 

currencies are being used to meet the counterpart requirements
 

of GOB/AID direct bi-lateral projects, GOB counterpart for
 

World Bank and IDB projects, strengthening public sector
 

institutions and for narcotics public awareness programs.
 

Concurrent with this change in program strategy, the mission 

has taken necessary action to enhance its management and
 

monitoring capabilities over what is becoming a large and
 

material accountability responsibility. For example, the
 

mission's Agricultural and Development Office has been
 

reorganized to better manage its monitoring the PL 480
over 


local currencies. One USDH now spends almost 60% of his time
 

on this effort and a full-time USPSC is being hired to work
 

together with the GOB, and an FNPSC also spends 100% of his
 

time in this effort. Two financial analysts in the office of
 

Controller will spend 100% of their time working with the ARD
 

office and the GOB responsible agencies to assure the overall
 

integrity of the program. Other actions in the PL-480 program 

are beginning to increase the mission's confidence in the 

control and monitoring performed by the GOB. Current 

reorganization of the GOB Executive Secretariat and its 
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control ler/financial management arm has already begun to 

improve controls, accountability and overall management f the 

program. The program itself is increasing its use of ICI's in 

project implementation thus increasing our confidence level 

over proper fund utilization.
 

The purpose of this paper, therefore, is to set forth USAID/B's 

management and monitoring policy for the ever-expanding local 

currency program. It should be understood, however, that the 

policy and resultant implementation is not a 100% safeguard for 

100% accountability. Personnel resources and operating expense 

funds continue to be limited and are restraints to providing 

higher degrees of confidence. What is described in this paper
 

must be read taking into consideration those constraints.
 

I. PL-480 Programs
 

A. General review of current program
 

The Bolivian PL-480 Title I and III deliveries of wheat 

began in 1978 and since that time have been an important 

aspect of the USG's development assistance program. The 

program has served as USAID/Bolivia's single most important 

policy leverage instrument and has been successful in 

achieving a number of policy objectives such as lifting of 

consumer food subsidies and price controls, rationalization 

of bank interest rates, and reorganization of the Ministry 

of Agriculture. The conversion of PL-480 wheat imports to 

local 
currency has relieved the pressure on Bolivia's
 

foreign exchange, helped to maintain food supplies, and 

provided local currency to fund numerous development
 

projects and programs.
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Funds supporting the program have been derived from three
 

separate PL 480 Title I and Title III agreements, plus
 

several amendments. The first agreement was Title III of
 

May 1978, committing $75 million, amended later to $92.5
 

million. The second was a Title I agreement in February
 

1985 for $10 million, amended in August 1985 to a total of
 

$20 million. In April 1986 there was a return to Title
 

III, committing $20 million. Another $20 million was added
 

by amendment in April 1987 and it is expected another $20
 

million will be added in 1988. As of June 30, 1987, the 

following information is available which shows the 

magnitude of the Program: 

Present No. of Projects: 267 

Current Value of shipments Total of $134.2 million 

including: 

- 1978 Agreement $90.7 million 

1985 Agreement $19.8 million
 

1986 Agreement $23.7 million
 

Bolivia payments into local currency funds: $115.3 million
 

Disbursements to projects: $ 74.0 million 

Additional detailed financial data is contained in Section
 

II, C of this report.
 

The several agreements provide that the funds be used
 

primarily for rural development, with special emphasis on
 

assistance to small farmers. Under this broad mandate,
 

financing has been provided to several hundred projects and
 

subprojects. These include direct services to people in
 

health and nutrition and community development improving
 

crop production with better technology practices and
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markets, providing rural credit through strengthened
 

cooperatives, banks and regional development agencies1
 
funding studies and institutions engaged in economic and
 

rural planning, improvement of public and private services
 

relating to rural life, economic reactivation initiatives, 

and building infrastructure to improve rural communities
 

and farm production.
 

Historically, the FFD program can be divided into three
 

major periods: 1) 1978-1981, with heavy emrhasis on small
 

projects, grants rather than loans, and improvement of
 

public institutions1 2) 1982-July 1985, chaotic years of 

national economic deterioration, temporary suspension of PL 

480 shipments, and stagnation in program a6tivities, ending 

finally in hyperinflation, and 3) August 1985-present,
 

beginning with drastic economic reforms, a rising level of 

funding in the FFD program, a trend toward loans rather
 

than grants, an increased emphasis on institution building,
 

and greater support for the private sector.
 

Within existing PL 480 agreements, the responsibilities for 

programming operating, accounting, and financial control of 

PL 480 local currency programs and projects are placed with 

the GOB. The primary GOB Agency is the PL 480 Executive 

Secretariat, an agency having autonomous operational 

authority, headed by an Executive Secretary. In addition, 

there exists a Joint Commission on Rural Development with a 

Board of Directors consisting of the subsecretaries of 

Planning and Coordination, Agriculture and Campesino
 

Affairs, Industry, Commerce and Tourism, Finance and
 

Health. Almost all aspects of program operations are
 

supervised directly by the PL 480 Executive Secretariat. 
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In the area of financial control a Ministerial Executive
 

order created a separate unit for Control and Coordination
 

of Projects (UCCP), a dependency of the Ministry of
 

Finance, funded by PL 480 funds, and established as a 

separate office outside the Executive Secretariat. The 

UCCP exercises controller's functions of keeping financial 

records, certifying conformity of disbursement requests to 

budget and project requirements, auditing vouchers limited 

visits to projects and monitoring their accounting
 

practices, and issuing checks for disbursement by the
 

Executive Secretariat.
 

USAID/B technically is the cooperating agency, which 

originates the PL 480 agreements that provide the funds,
 

coordinating the design and programming of projects within
 

its overall assistance efforts, and monitoring the
 

financial practices the of PL 480 funds.
and use These
 

duties are primarily assigned, within the USAID/B
 

s-ructure, to the office of Agriculture and Rural 

Development, and supported by the Office of Controller. A 

more complete description of the programming and project 

approval process is described in Section II, B.
 

B. Description of Programming and Project Approval System
 

1. There are three entities managing the P.L. 480 Program 

in Bolivia: a) USAID/B in charge of designing,
 

programming and supervising the projects financed with
 

P.L. 480 generations, b) the Executive Secretariat, a 

GC1 agency, with the responsibility of programming,
 

approving, accounting and supervising the activities 

financed with these funds, and c) the Unidad de Control 

y Coordinaci6n de Proyectos (U.C.C.P.), another GOB 
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agency, responsible for keeping financial records,
 

auditing vouchers and disbursing funds jointly with the 

Executive Secretariat for the implementation of 

development projects. 

2. The proceeds from the sales of flour are deposited by 

the millers into an account of the Bolivian Treasury 

(TGN) from which transfers are made to the Special 

Account managed jointly by the Executive Secretariat
 

and the UCCP. This is the same account used for the
 

funding of the FFD projects.
 

3. The Executive Secretariat, as the liaison agency, 

receives FFD projects for evaluation and funding. 

These projects are initiated by the sponsoring entities 

of the public and private sectors which in certain 

cases also channel the requests made by cooperatives, 

producers associations, enterprises and businessmen.
 

At times, special projects are initiated by USAID/B. 

When the projects are received by the Executive
 

Secretariat, an analysis is made to determine whether: 

a) they fit into one of the 19 financing lines 

established by the Basic Agreement (See Annex A), and 

b) they are technically and financially feasible. 

Decisions are taken to determine if the financing will 

be on a grant or loan basis. 

The project is then ready for submission for approval 

to USAID/B where, as needed, further analyses, such as,
 

availability of funds, technical feasibility, etc., are 

performed. If the project is approved, USAID/B issues a 

Project Implementation Letter (PIL) which constitutes 

the Missions official concurrence authorizing the
 

disbursement of the requested funds. 
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Subsequent to the receipt of the PIL, the Secretariat 

signs a Letter of Understanding (MOV) with the
 

implementing agency establishing the conditions, terms
 

and responsibilities of the parties involved.
 

4. 	 On the basis of both the PIL and Letter of 

Understanding, the U.C.C.P. draws a check on the 

Special Account which requires the signatures of the 

U.C.C.P. Director and the Executive Secretary. The 

check is then delivered to the implementing agency. 

Subsequent disbursements require accounting of previous 

disbursements/advances. Reviews of accountings 
 are
 

performed by the Secretariat on a cursory basis and in 

full detail by the U.C.C.P. In addition, the Executive
 

Secretariat performs periodic site and final project 

inspections. For 	detail flow chart of above, see Annex
 

B. 

5. 	 The financing lines and corresponding amounts included 

in the Agreements and Amendments are the guidelines for 

the approval and commitment of funds. Changes of 

amounts assigned to financing lines can only be made 

with USAID/B approval. 
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ANNEX A
 

PL-480, TITLE III PROGRAM FINANCING LINES (1)
 

A. 	 Strengthening of the Private Sector
 

1. Agroindustrial and Artisanry Credits to Small and Medium 

Enterprises
 

2. Strengthening of Producers Associations
 

3. Small Farmer Agricultural Livestock
and 	 Production and
 

Marketing Credit
 

4. Wheat Production and Marketing
 

5. Support to Research and Extension Systems
 

6. Private Health and Nutrition Projects
 

7. Preinvestment Studies
 

8. Training
 

9. Privatization and Micro Enterprise Support
 

10 Rural/Urban Infrastructure 

11. Radio Learning in Rural Area 

B. 	 Improvement of GOB Policy, Institutional Capabilities and
 

Service Functions
 



12. Policy Analysis Unit
 

13. Control of Communicable Diseases
 

14. Child Survival (ORT and Immunization)
 

15. Rural Development Projects
 

16. Renewable Natural Resource Planning and Management
 

17. Technical Assistance for GOB Banking Reform Initiatives
 

18. MACA Restructuring
 

19. Program Administration
 

(1) 1986 Agreement and 1987 Amendment
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