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== MEMORANDUM

w Counter-Narcotics
Special Objective Team

ACTION MEMORANDUM FOR THE MISSION DIRECTOR

DATE: August 27, 1998

TO. Frank Almaguer, Director

//\) e, G P
FROM: Ray Baum, CN SOT Chairman

SUBJECT  Approval of CN SOT Results Package (RP) Illegal Coca Eliminated from the
Chapare by 2002

1. ACTION REQUESTED. You are requested to approve the following Results Package
(RP) which will (1) orgamize and document planned activities for a Results Package entitled
Counter-Narcotics Consolidation of Alternative Development Efforts (CONCADE), (2) permut
a $1 643 million oblhigation for FY98 and (3) enable achievement of planned activities from
FY98-02 at an estimated $80 million Such approval will allow the Mission to continue
uninterrupted support for the establishment of sustainable alternative development a key
mtermediate result toward the ehmination of illegal coca from the Chapare

1 BACKGROUND. Suppression of the coca/cocaine production and trafficking is a major
US foreign policy interest Constraints to elimination of dlicit coca are overwhelming market
demand, wide availability of production mputs, weak law enforcement and weak public support
For the past decade, the USG has financed counter-narcotics imtiatives mn interdiction, eradication
and alternative development The Government of Bolivia's (GOB) coca eradication policy began
with the passage of "Ley 1008" in 1987 and has recently been strengthened with the launching
of “Plan Digmidad” in December 1997 Unfortunately, eradication efforts have been offset by
the planting of new coca, and consequently there has not been a net reduction 1n Chapare coca
cultivation during the past ten years This lack of real progress 1n coca reduction resulted 1n the
USG and the GOB modifying the coca reduction strategy to focus on coca ehmination and the
treatment of coca as an 1llegal product

Results of alternative development efforts under the Cochabamba Regional Development Project
(CORDEP and 1ts predecessors) to date have led to an mcrmsc/m hicit crop production 1n the
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Chapare from an estmated 40,600 hectares in 1986 to over 96,000 hectares 1n 1997 Virtually
everyone 1n the Chapare has directly benefited from USAID's investment to date in alternative
development through the construction of roads, bnidges, electrical connections, water systems,
and in general the strengthening of the licit economy  Access to markets s no longer a
constraint, as a result of the infrastructure and market development assistance provided by
USAID Approximately 3,000 kilometers of roads have been improved or maintained to all
weather standards, and 97 bnidges have been butlt  Even with dramatically increased output of
hicit products, farm-gate prices have continued to stay high because of the improved roads, the
opening of new domestic and export markets, and improved product quality Furthermore, the
success of alternative development has dramatically changed public opinion, and Bohivians are
much more accepting of the fact that Chapare farmers do have viable hcit options to coca
production The fact that 95 percent of the Chapare's coca 1s eventually converted into cocaine
1s being increasingly recognized by Bolivians This has increased awareness of the fact that coca
growers are engaged n an illegal endeavor

As a follow-on to the CORDEP Program, the CN SOT conducted a number of technical
assessments which assisted USAID 1n better planning and tocussing 1ts future alternative
development efforts and linkages to the overall USG/GOB counter narcoucs effort  In June
1998, technical assistance was acquired to assist the CN SOT 1n preparing and finalizing a results
package (CONCADE) for the period FY98-02 Annex A contains the results package which has
been fully reviewed and approved by the CN SOT

H1. DESCRIPTION. The design of the CONCADE RP 1s a result of a collaborative effort
between Mission and GOB staff within the Office of the Vice Mimstry for Alternative
Development  Strategies, implementation arrangements and procedures were verbally
conceptualized and agreed to with the joint USAID-GOB design committee prior to the actual
drafing The Result Package was developed under the assumption that hicit crops can not
completely substitute for the income generated from coca leaf and coca paste sales, and therefore
a combined mix of eradicauon, enforcement, and alternative development 1s necessary to achieve
the goal of a coca free Chapare Equally important 1s the recogmuion that alternative
development efforts within the Chapare cannot continue to be justified exclusively on the grounds
of promoting broad based economic growth unless it 1s clear that these investments directly
contribute to a significant decline 1n coca production Therefore, the designers of the RP
included 1nto the design that farmers must agree to eradicate all their coca in order to qualify for
continued participation in alternative development activities Conditioning activity assistance to
customers that sign "zero coca” agreements will contribute to the net reduction of illegal coca

The CONCADE Result Package consohidates experiences and results achieved to date to more
effectively respond to the needs of Chapare producer associations and private sector investors
The primary modifications from previous activities are

- development assistance will be closely linked to coca elimination, and
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- the reduction of subsidies and the development of exit strategies are included in
the RP 1n order to assure a certain degree of sustainability

All necessary planning documentation, analyses (1nstitutional, financial, economic, and
technical), a summary of the Environment Assessment and required checklists as descnbed 1n
ADS 202 5 4 are included as part of the RP  Annexes are described below

1 CONCADE Results Package (Annex A),

2 CN Results Framework (Annex B),

3 Affirmation Statement of Adherence to Current Policies (Annex C), and

4 Certification Pursuant to Section 611(E) of the Foreign Assistance Act of 1961, as
Amended, requiring USAID/Bolivia Mission's Director signature (Annex D)

The following sections describe the seven categories of information for an RP as required by
ADS Section E202 5 4a, or references where this information can be found 1n more detail An
additional category, "Period of Achievement,” while not required by the ADS, 1s herewn included
to specify the ime trame for achievement of the program objectives

1 The set of activities designed to achieve the RP results Planned acuvities 1n the
areas of policy strengthening, agriculture development, market research, extension services and
technology transfer, infrastructure development, credit and subsidies, and public awareness are
described 1n detail in the RP, including intended results, proposed partners, and implementation
procedures/arrangements In order to carry out appropriate alternative development efforts, a
direct contract will be awarded by USAID toa U S firm or institution under fully competitive
procedures to provide and manage all technical assistance required for the Acuvity The
Contractor will provide U S , third-country and Bolivian personnel for both long and short-term
technical assistance and specific administrative requirements for the implementation of
CONCADE The Contractor will work under a performance-based contract and will be
responsible for ensuring that all appropriate implementation actions are carried out by
CONCADE implemeating entities tn order to achieve CN expected results

In coordination with the GOB's Regional Alternative Development Program (PDAR), the
Contractor will continue to collect data on Chapare economic development and 1mtiate efforts to
track nformation concerming coca including number of zero coca agreements, number of
famalies included 1n the agreements, number of hectares slated for eradication, the ime frame
for eradication, and the number of hectares actually eradicated To assure the umely and
efficient flow of information between PDAR and the GOB Coca Eradication Enuity (DIRECO),
a PDAR staff member will be seconded to DIRECO The CN Results Framework contains a set
of Primary Intermediate Results as well as a set of Secondary Intermediate Results IR 3
"Existing Coca Eradicated®, and IR 4 "Sustainable Alternative Development Established*, relate
directly to the proposed interventions described in the RP The expected results to be achieved
un order to comply with the Special Objective will be tracked by a series of indicators specifically
adopted for the Activity, including, but not himited to annual /gross and net coca eradication,
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hectares of hicit crops planted 1n the Chapare, net income through hcit crop production, number
of sustainable business operating in the Chapare, the value of licit products leaving the Chapare,
and an increased capacity among local municipaliies and communities to maintain their own road
network as outhined 1n Section IV B of the RP

2 Analysis required to approve activities The CN Results Package provides sufficient
information and analysis to approve this program Prior to the design, the following studies were
conducted to assist in the design effort integrated pest management, credit and cost recovery,
an environmental assessment and a municipality assessment The findings of these studies have
been ncorporated into the RP  As part of the design process, nstitutional, economic and
financial analyses were conducted and are included in the RP

3 Explanation of how activities will achieve the mntended results The Results
Package Section 1Y, Consolidation of Alternative Development Etforts, describes how Sub-
Intermediate Results will contribute to the attainment of CN Intermediate Results and the Special
Objective SectionIV E, Alternauive Development Consolidation Program, further outlines how
planned activities will achieve sub-intermed:ate, 1ntermediate and special objective level results

4. Personnel with the knowledge and capacity to deliver results The CN SOT, the
new coatractor, and the GOB will jointly work at the policy and implementation levels to develop
the full knowledge and capacity needed for achieving all levels of results To support the work
carried out by the GOB 1mplementing eatites, NGO/private firms with expenence 1n tropical
agnicultural development will be selected on the basis of the personnel qualifications (levels of
related expenence/education/knowledge, and orientation towards the goals of the program
including the eradication of coca) Further, an institutional analysis was conducted which
reflected that the GOB required assistance to strengthen 1its capacity to deliver results

5 Responsibilities and authonties for results achievement The Delegation of
Authority under ADS 103 5 14b1 provides the Mission Director with the authority to implement
strategic, special and supportive objectives, including authority to negouate and execute bilateral
grants and to approve documents related thereto  As cited in the DOA Mission Order 100-1, the
ADS 103 also states that the Mission Director may redelegate this authority on an ad hoc basis
It 1s thus expected that the actual implementation of these acuvities will be carried out at the SO
and IR levels, with further Mission Director approvals only as necessary Section IV A, Activity
Management, Coordination and Decision Making describes the roles and responsibilities of each
implementing entity and the role of the CN SOT

6 USAID and partner's funding for results achievement CONCADE consists of $60
mullion 1n planned life of activity provided by the Bureau of International Narcotics Control and
Law Enforcement of the US Department of State (INL) The Government of Bolivia (GOB) will
provide $20 million for counterpart resources Continued financial and other support for this RP
for other than the current year 1s contingent upon satisfactory performance in net coca reduction,
alternative development progress, the availability of funds, and subsequent transfer of such funds
to USAID by INL In the event that the USG contribution 1s decreased, the GOB contribution
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may be reduced accordingly However, the GOB's contribution will provide an amount equal
to one third of the amount of the Grant provided by the USG

7 Performance monitoring for results achievement The Results Package Section V,
Performance Monutoring Plan, descnibes the results-driven mornstoring procedures and
responsibihiies  The Contractor will set up the system and actually manage the data base while
gradually training PDAR staff 1n its operation, management and use Once PDAR staff 1s
deemed to be sufficiently trained and capable of managing the data base, the contractor will turn
monitoring responsibilities over to PDAR

8. Period for results achievement Designs and analysis for all planned new activities
are described 1n the RP and will begin following the selection of the Contractor scheduled for
May or June 1999 The strategy period for the RP 1s FY 1998 to FY 2002

IV. OBLIGATION PLANS. With your approval, an obligation of $1,643,000 will be made
prior to the end of FY-98 with the Government of Bolivia for the Counter-Narcotics Objective
through a Counter-Narcotics Sectonal Special Objective Agreement (CN SOAG) This imual
FY-98 obligation will be used to 1inmtiate activity implementation with the contractor  Subject to
the availability of funds and compliance with net coca eradication targets, SOAG amendments
will be executed to obligate $15,000,000 1n FY-99, $18,000,000 1n FY-2000, $18,000,000 tn
FY-2001, and $7,357,000 in FY-2002

V. AUTHORITY ADS Section 103 5 14b(1) delegates to you the authonty to implement
strategic, special and support activities, or to successfully redelegate that authonty to lower
levels Clearances listed below are consistent with those required by Mission Order 100-1, on
delegations of authority This RP approval 1s undertaken as part of the implementation of
USAID/Bolivia's Counter-Narcotics Special Objective

VI. RECOMMENDATION In requesting your approval of this Results Package, ADS
202 5 7 requures that agreements meet applicable statutory, regulatory and USG policy
requirements prior to obligation of funds Additionally, the Reengineering Transiion Guidance
Cable No 2 (STATE 221490, 9/18/93) requires that prior to obligation, analyses (technical,
wsttutional, financial and eavironmental), as applicable, must be completed, that implementation
and disbursement methods must be adequately 1dentified and that adequate planning must have
been completed with respect to the intended results to satisfy FAA Section 611(a) These
analyses and 1tems are addressed in this Results Package In approving this Results Package, you
are thus acknowledging that the above-mentioned components of ADS 2025 7 and the
Reengineering Transition Guidance Cable No 2 will be adequately addressed prior to obligation
of these funds In the revised DOA Mission Order No 100-1 dated March 31, 1998,
USAID/Bolivia has established the results package approval stage as a check point to insure that
these planning elements are adequately addressed prior to obligation Accordingly, you are
/
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requested to approve the Counter-Narcotics Results Package developed for providing basic
guidelines for the management and implementation of the Counter-Narcotics Consolidation of
Alternative Development Efforts (CONCADE) Activity No 511-0643, by signing 1n Annex D

and 1n the space below
APPROVED 4‘LCQ/L/

DISAPPROYED

DATE ‘3/ 9\'7// ‘I{b’ '

K&

Drafted by CN RBaum/CDé ick

Clearances
SOS HDiezdeMedina _\Q4F7  date ol/BL/5/
RLA WHoppe WN—  date 11|46

RCO JDunlap date §-213-5
FMO JFunkey date
A/DD PEhmer date

b \cn\desiga\memo
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I PROBLEM STATEMENT

Suppression of coca and cocaine production and trafficking
continues to be the major foreign policy interest of the Unated
States Government 1in Bolivia The coca problem would be
significantly worse today had USG and GOB counter-narcotics
efforts not taken place in the past Over the last eleven years
(1988-1998), an average of 8 8 metric tons of cocaine have been
seized annually (an average of approximately 4 percent of
estimated potential production), 10,900 individuals have been
arrested on cocaine related charges, over 7,000 base and
hydrochloride labs and 14,000 maceration pits have been
destroyed, several major trafficking organizations have been
dismantled, and more than 50,192 hectares of coca have been
eradicated, representing the equivalent of well over 200 metric
tons in annual cocaine production

Bolivia's 1llegal coca economy as a percent of the legal economy
has dropped steadily, going from 8 5 percent in the late 1980's
to about 2 4 percent in 1996, although this has been more a
result of lower coca leaf production, lower prices for coca leaf,
and improvements in other sectors relative to the coca economy
Today USAID-financed technical assistance and infrastructure,
combined with higher farm gate prices for licit products, have
begun to transform the Chapare's economy Licit crop production
in the Chapare increased from an estimated 40,600 hectares in
1986 to 96,300 1n 1997 Net private investment in licit
activities in the Chapare has also increased, including at least
16 firms with over $8 6 million in their own investments at
stake Despite these accomplishments there has not been a
significant reduction in coca production as many farmers are
combining the cultaivation of coca with licit crops due, in part,
to the failure of DIRECO and other agencies to follow-up on the
coca eradicated, as well as USAID and the GOB not conditioning
alternative development assistance to coca eradication in the
past Indeed, 1t 1s estimated that about 18 percent more coca 1s
grown 1n the Chapare today than in 1987

The constraints to achieving the Counter-Narcotics Special
Objective are formadable They are summarized here in four main
groups overwhelming market demand, wide availabilaity of
production inputs, weak law enforcement institutions, and weak
public support

A Overwhelming Market DPemand

Since Bolivia represents approximately 23 percent of worldwide
coca production, it can be said that between $12 billion and $19
billion of annual worldwide cocaine demand is supplied by



Bolivia ! By contrast, spending on all cocaine supply control
efforts in Bolivia has averaged about $50 million annually over
the last ten years Translated into a coca/hectare equivalent,
these figures mean that the cocaine coming from one hectare of
mature Chapare coca in full production i1s worth approximately
$820,000 1n the US consumer retail market * Of this amount, 77
percent remains 1n the pockets of US retailers, 22 percent goes
to wholesale exporters who move the drug to the US, and about 1
percent, or $8,200, stays in Bolivia

In contrast to traffickers who keep most of the proceeds, coca
farmers receive approximately $2,100 per hectare for a year's
production of coca leaf, or $4,430 i1f they convert the leaves to
cocaine base This can be compared to the GOB's one time cash
compensation payment of up to $2,500 for eradicating that same
hectare (This controversial program began to be phased out in
May 1998 and will be totally converted to community compensation
payments by October 1998 ) This wide divergence in value between
coca producers and cocaine consumers gives narco-traffickers
significant maneuvering room to adjust the prices (and other
incentives) paid to farmers for coca products Traffickers use
this to ensure a stable supply of coca-cocaine products

B Wide Availability of Production Inputs Including Labor

Production of coca and cocaine requires suitable land, labor,
planting materials, and precursor chemicals It 1s roughly
estimated that less than one percent of Bolivia's land
potentially suitable for growing coca 1is currently used for that
purpose In terms of labor availability, Bolivia's current
population of 8 0 million 1s the poorest in the hemisphere after
Haiti, which means that many unemployed and underemployed
Bolivians in the highlands and elsewhere have little or no
opportunity cost to entering coca production in the Chapare

The coca plant 1s one of the easiest and cheapest commercial
crops to grow requiring relatively few inputs, including labor

It thraves i1n a wide range of climate and soil conditions where
other crops fail Controlling the flow of precursor chemicals
(kerosene, gasoline, sulfuraic and hydrochloric acids, ether,

etc ), most of which originate in neighboring countries, has been
very difficult to achieve, so that many coca farmers ain the
Chapare are now producing their own cocaine base This situataon
of abundantly available production inputs presents a difficult

1 Bolivia's annual production of cocaine base 1s estimated at 185 MT  Some
50% 1s exported to be refined into HCL in other countr.es and 50% 1is refined in-
country World supply of cocaine base 1s estimated at 840 MT,
making Bolivia's portion 23% of the total

2 One hectare of mature Chapare coca yields an average cf 7 44 Kg of cocaine HCL
The US national average retail price of 1 Kg of HCL 1s arcund $110, 000

? /
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law enforcement challenge, as it gives producers many options in
adjusting to interdiction and enforcement

C Weakness of Law Enforcement Institutions

Several different GOB entities are involved in combatting narco-
trafficking Unfortunately, as in most Third World countries,
these entities face little domestic public demand for performance
or accountability and are hampered by persistent shortages of
trained and educated manpower Wages will always be relatavely
low despite USG financed subsidies and bonuses The judicial
system as a whole 1s based on an antiquated "inquisitorial®
adjudication process which 1s not up to the challenges posed by
well financed narco-trafficking interests While important legal
and code reforms are under way with USAID's assistance,
significant institution-building i1s still needed before the
judicial system as a whole will assume 1ts proper role as a major
force against narco-trafficking Until this occurs, police
enforcement will have a limited effect

D Weak Public Support

Cocaine consurption in Bolivia 1s only recently becoming a
concern While drug awareness programs have raised the Bolivian
public's consciousness of this threat, 1t 1s not easy for many
Bolivians to appreciate the problems caused by cocaine
consumption in far-away countries This, combined with a
tradition of well organized rural unions created to protect
campesinos' economic and political rights, has caused many coca
unions and their federations to openly oppose and even sabotage
the GOB's eradication efforts

To date, over 90 percent of coca eracication has been voluntary
and compensated, despite current laws w~ich effectively make most
1f not all Chapare coca grown today 1llegal and subject to forced
eradication Fortunately, 1t seems :tnat significant changes in
public attitudes are taking place Thanks to a persistent USG
interagency campalgn over the past year, public opinion as
reflected by newspaper editorials and articles has, according to
a recent USIS study, shifted to a much more anti-cocaine stance,
making strong government action increasingly feasible

It 1s also important to note that over the past decade, coca
production and processing has evolved in many respects For
example

3 A recent study by CELIN (Centro Latino-Amer._za-z ze I-vestigacion) showed a
dramatic increase in reported lifetime prevale-~ce of cczaine use from 1 2% of
respondents i1n 1992 to 2 4% 1in 1996 The latter figure approaches US levels and
1s most likely due to the increase in Bolivia- zcca_me ¥CL production In the
past, coca paste and base were shipped to Colzmc_z and cther countries for
processing into consumable HCL, and little HCL ~z: zcns.omed in Bolivaia

/ 3



Net coca cultivation in the Chapare has expanded from an
estimated 28,000 hectares in 1987, when the eradication
program started, to an estimated 33,000 hectares in 1997

While coca production has been pushed further from roads,
new production areas have opened 1n more remote locations
such as the Isiboro Sécure and Carrasco National Parks,
where alternative development 15 prohibited

Bolivian coca growers have vertically integrated their
production, and many of the growers process coca leaf into
cocaine base, thereby generating more income for themselves
Rather than being exported to Colombia, coca base 1s
increasingly converted into cocaine hydrochloride in
Bolivia

The importation of precursor chemicals and export of cocaine
and i1ntermediate products continues despite successful
intermittent control operations The arrest and prosecution
of a considerable number of viclators of narco-trafficking
laws apparently have not deterred drug trafficking
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ITI BACKGROUND
A The Chapare

The prancipal focus of the Counter-Narcotics Consolidation of
Alternative Development Efforts Activity (CONCADE) will be the
Tropical Region of the Department of Cochabamba and includes the
Provinces of Chapare, Tiraque, and Carrasco This area, commonly
known as the "Chapare", 1s located just to the north of the
eastern most range of the Andes Mountains It 1s bounded on the
south by the face and foothills of that range following, for the
most part, the limaits of the Carrasco National Park Its western
boundary 1s the Isiboro National Park while its northern boundary
1s largely undefined, following the boundary between the
Departments of Cochabamba and Beni The Ichile River, which
marks the limits waith the Department of Santa Cruz, forms the
eastern boundary

The Chapare lies at an approximate altitude ranging from 300 to
2,500 feet above sea level and 1s characterized by a humid, sub-
tropical climate with rainfall ranging from 2,500 to 5,000
millimeters per year as one moves from east to west along the
main Santa Cruz to Cochabamba highway Temperatures are normally
quite warm but storms from the south can bring cold conditions
resulting in periodic reduced rates of plant growth There 1s no
real danger of frost, however

The area sets astride the main east-west highway connecting
Bolivia's major cities and the regional and terminal markets in
neirghboring countries The area 1s crossed by a medium sized
pipeline which will soon transport petroleum products from
recently developed fields in the eastern part of the region to
the refinery and national distribution network in Cochabamba
There 1s a local network for the distribution of electricity to
most of the villages and towns in the reg:on A system of farm-
to-market roads, transitable though out mcst of the year, serves
the area as well Many of the towns and -1llages have potable
water and sewerage systems, most have primary schools and there
are secondary schools in the larger towns There are medical
clinics 1n most of the larger towns and villages and two regional
hospitals, one in Villa Tunari and the other in Ivirgarsama

Area soills range from good to poor in their ability to support
tropical agriculture, with the poorer soils being dominant
These soils are formed from the sediment of the many rivers and
streams that originate in the steep northern face of the Andes
Their quality 1s influenced by the parent material in the
mountains combined with relatively high rainfall and poor
drainage The western portion of the area is formed from
additional calcareous material and i1s relatively more fertile
Towards the east, the nature of the parent material results in
highly acidic soils due to concentrations of aluminum and other

5
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metals which can reach levels that are toxic to some crops In
general, the pH of most soils 1s low averaging between 4 and 5
Success in overcoming excess acidity with the application of
dolomitic limestone from local deposits has been demonstrated,
however, most of the soils in this portion of the area are of low
fertilaity

Many of the foothill areas are too steep and fragile for
sustainable farming while those to the north are affected by

increasingly poorer drainage and water logging The best soils
are found on the river terraces in the western half of the region
but even these are subject to periodic flooding This flooding,
poor drainage, and water logging can limit the usefulness of
these soils for some crops

As the rivers and streams emerge from their mountainous canyons
and enter the plains, their velocity drops rapidly  Their
capacity to transport silt, sand, and stones 1s reduced even more
drastically resulting in braided, highly unstable channels and
frequent flooding of neighboring areas Flooding in these
deposition areas frequently presents hazards to human activitaes
and related infrastructure

Indigenous peoples that have inhabited the area since time
immemorial have been driven to the margins of the region by
several waves of settlement The earliest of these was
associated with the trade in salt and charque {(dried beef)
between the salt pans and mining centers around Potosi and the
cattle grazing areas of the Beni The village of Todos Santos,
then at the head of river navigation, was the key entrepdt for
this trade Coca leaf for the alleviation of hunger and fatigue
among miners was also an important traditional product of the
locality known as the Yungas of Vandiola The opening of the
first rcad to the region in the era of the Chaco war (1932)
brought about some additional incursions by highland peoples
The construction of an asphalt highway 1n the sixties brought
about a second major wave of settlement by highlanders The
surge in demand for cocaine 1n the US and Europe in the late
seventies prompted a third settlement surge that became a flood
with the closing of most of the State-owned mines in the mid- to
late eighties

The majority of current Chapare inhabitants are ex-miners from
the highlands who have little experience 1in tropical agriculture,
market knowledge, and the fragile nature of the environment in
which they live The population in the Chapare has grown
dramatically in the last 25 years, reaching its peak of
approximately 200,000 people in 13987 It 1s currently estimated
that around 35,000 families reside in the Chapare, with an
average family size of 5-6 members, of which 10,000 families are
dedicated exclusively to coca



B Previous USAID Involvement in the Region

USAID's first real effort in transforming the region was the
construction of a "modern" highway from the city of Cochabamba to
the center of the region at Chimore in the early sixties The
purpose of that effort was to provide reliable access to the
regicn and make 1t suitable for settlement by colomists from the
st1ll relatively densely populated highlands The GOB, with some
assistance from USAID, constructed some additional key access
roads and supported the introduction of such crops as rubber,
citrus, cacao, palm hearts, spices, and colorants Technical
assistance i1n this phase was provided by the University of
Florida under contract with the Office of Intermational Narcotics
Matters These efforts were frustrated by the lack of adequate
farm-to-market roads, accessible markets, and instability brought
on by a series of military coups and general political unrest
This phase of US assistance came to an end with the takeover of
the government by Luis Garcia Mesa in 1980

Since the early 1980's the Government of Bolivia has undertaken a
series of projects intended to phase out the production of coca
in the Chapare region As part of this effort, the GOB has
initiated programs to reactivate the licit economy, generate jobs
and employment opportunities for persons actually or potentially
engaging 1in coca cultivation or in 1illegal processing, and
provide 1incentives for private sector investment that will allow
the expansion of income and employment opportunities

The USAID Chapare Regional Development Project (CRDP) was
approved in 1983 and began field operations in 1985 The goals
of this project were to modify and improve the existing small
farm system by first harmonizing actual land use with land use
capability This was followed by increasing agricultural
production through the use of improved varieties, new cultivation
techniques, and in the judicious use of pesticides These
improvements were accomplished through adaptive research,
training and extension Direct land use 1mprovement activities
were complemented by improved infrastructure, better marketing
techniques, farmer organizations, and agro-processing

After the authorization of the CRDP, a number of changes were
made 1in the scope of work, funding, commitments, and durataon of
project activities Amendment No 2 in November 1987, expanded
the target area to include field activities in the hagh valleys
southeast of Cochabamba, and established coca eradication
conditions for farmer credit The revised goal for the CRDP was
"to reduce coca production in Bolivia", while the revised purpose
was "to develop alternataive sources of income for people who are
engaged or could be potentially engaged in the production,
processing and marketing of coca in Bolivia®



In 1989, USAID Bolivia considered a proposed amendment (Amendment
No 4, August 1989) which would have expanded the project to
include more natural resource conservation activities in the
Chapare, provided additaional financial resources for field *
activities, further extended the life-of-project to September 30,
1994, and made significant changes in project implementation and
management procedures The components of the CRDP included
a)agriculture and forestry production, b) rural industry and
marketing, c)productive, transport and community infrastructure,
d) institution building, and e) credit  Although the amendment
was never implemented, in 1991, the approval of the Cochabamba
Regional Development Project (CORDEP, Project No 511-0617),
permitted a continuation and expansion of activities initiated in
1983 under the CRDP

The original goal of CORDEP was to 1ncrease investment,
productivity and employment in licit activities to help Bolivia
transform i1ts economy from one that was based on the production
of coca to an economy that does not have to rely on such
production The purpose of CORDEP was to develop alternative
sources of income and employment for people within the project
area, 1 e the Chapare and the High Valleys of Cochabamba The
CORDEP project, which 1s still ongoing (until May 1999), has four
components which encompass a variety of activities that have
built on the experiences and accomplishments of the earlier CRDP
These components are a) marketing, b) capital resources, c)
sustainable small farm production, and d) project management
Though the original project goals have remained constant, the
project left the High Valleys 1in 1994 to concentrate 1its
resources 1n the Chapare  Additionally, CORDEP had originally
been involved with several efforts in both the parks and their
surrounding buffer zones, such as environmental education, park
infrastructure, tree nurseries, reforestation, creating
management plans and delimiting the national parks' boundaries

As a result of the CRDP and CORDEP activities virtually everyone
in the Chapare has directly benefitted from alternative
development in terms of roads, bridges, electricity, water
systems, as well as terms of a general strengthening of the licit
agricultural economy Approximately 9,000 families have received
project-funded planting materials and/or technical assistance
Additionally, over 8,500 families have been connected to the
national electrical grid  Addationally, the many farmers who
have purchased or obtained improved planting materials and
learned improved farming practices from their neighbors can be
consirdered to be indirect beneficiaries By December of 1997,
the combined efforts of the CORDEP and CRDP projects had financed
the completion of 754 km of improved roads, 62 km of cobble stone
roads, maintained 2,465 km of roads, and constructed 92 bradges

Furthermore, under CRDP and CORDEP, a variety of agro-forestry
practices have been promoted These include the use of live
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fence posts, the planting of legume cover crops, reforestation in
uncultivated areas, tropical fruit tree plantations, improvement
of short and long term fallow practices and improvement of forage
crops It 1s recognized that agro-forestry farming systems and
research, as well as sustainable "pure" forestry extraction are
critical to the Chapare's future, beginning in 1996 thas
development aspect began to be handled at the donor level
principally by the Food and Agricultural Organization of the
United Nations (FAO) through financing from the UN Drug Control
Program (UNDCP)

Also, access to markets 1s no longer the constraint that it once
was as a result of the infrastructure and market development
assistance provided under CRDP, CORDEP, and other alternative
development programs Even with the dramatically increased
output of licit products, farm-gate prices have continued to stay
high because of improved roads, the opening of new domestic and
export markets, and improved product quality

A further significant result of the success of altermataive
development 1s that i1t has helped to change public opinion
concerning counter-narcotic activities in the country Bolivian
public opinion today 1s much more accepting of the fact that
Chapare farmers have viable licit options to coca production
The success of alternative development and the message that 95
percent of the coca produced in the Chapare 1is eventually
converted into cocaine, are core themes which have helped to
convince Bolivians that the "poor campesinos" are not only
engaged in an illegal endeavor, but are now better off than 90
percent of the campesinos in the country, even 1f their coca
crops disappear

C Government of Bolivia Strategies and Commitment
1 Law 1008

The first sincere attempt by the GOB at addressing the coca-
cocaine trade was the enactment of Law 1008 in 1988 Among
several i1mportant steps, the law established three production
zones distinguishing between traditional coca production for
legal domestic consumption and i1llegal production zones whose
coca was destined to the 1llicit coca-cocaine international
market A third category encompassing transitional production
zones was also specified where the production of coca leaf would
be legal for 10 years when 1t would then become 1llegal (April
1998)

The Traditional Zone comprising 12,000 hectares, 1s dispersed
among several provinces of the Departments of La Paz and
Cochabamba where the coca bushes tend to be planted on terraced
hillsides and produce a "sweeter" leaf much preferred for direct,
traditional consumption Coca produced in these traditional
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areas (up to 12,000 hectares), was allowed to remain legal for
traditional and legitimate uses for the life of the law and
presumably into the future

The Transitional coca production zones were defined as those
areas resulting from spontaneous or planned colonization and
where coca had been planted as a result of increasing demand from
the international cocaine trade The term "excess" 1s used to
apply to coca produced in these zones, and while considered legal
for a ten-year period until April 1998, (A coca bush 1is thought to
have an average productive life of 10-12 years ) this "excess"
coca has been subject to a voluntary and compensated eradication
program loosely tied to crop substitution activities under the
name of Alternative Development  Strictly speaking, the coca
being produced in these zones 1s now i1llegal and can be subject
to forced eradication without compensation However, due to
soci1o0-political reasons, the GOB has opted for some forced
eradication, a decreasing compensation formula, proposed
relocation/recolonization efforts, and increased Alternative
Development activities

The Illegal Production Zones are defined in the law as the rest
of the country which does not £all into either of the first two
categories Since all the coca produced in these areas 1is
1llegal, 1t has tended to be produced in the more remote and
inaccessible areas, especially in the national parks Over the
past 10 years a portion of this coca has been forcefully
eradicated, but no compensation or Alternative Development
activities have been provided It 1s currently estimated that
this 1llegal coca, plus the "excess" coca being grown in ther
traditional zones adds up to approximately 33,000 hectares

2 "Plan Daignidad"
a Introduction

The "Plan Dignidad", or "With Dignity Plan" was released in
December 1997, and contains the basis for a four part strategy
for Bolivia's withdrawal from the coca-cocaine trade by the year
2002 The four parts to the strategy include Alternative
Development, Prevention and Rehabilitation, Eradication of
Illegal Coca Bushes, and the Interdiction of Cocaine Products
The Mission's R4 Counter-Narcotics Section 1s directed
principally at Alternative Development activities in the Chapare,
and which coordinates with the Narcotics Affairs Section (NAS) on
eradication issues, leaves interdiction, prevention, and
rehabilitation actaivities to the GOB and other donors

The Plan 1s extremely ambitious and will require resources far
beyond those which can be provided locally Nevertheless, it is
seen by the Mission and other national and international
observers as a critical first step, as well as the first sincere

10 //



"y

commitment on the part of the GOB to do what it can to achieve a
drug-free society within the time allotted

As part of the demonstration of this sincerity, the GOB has re-
established an inter-ministerial coordinating body (the National
Council Against the Illegal Drugs Traffic, CONALTID), which
reports to the Vice-President and includes the ministries of
Foreign Affairs, Government (Interior), Treasury, National
Defense, Agriculture, and Health Its technical/implementation
agencies include the Vice-ministries of Alternative Development
(Ministry of Agriculture), and Social Defense and the National
Police (both under the Ministry of Government) The ultimate
success of this body has yet to be determined, however,
representatives from the UNDCP recently noted that since January
1t has been meeting as much as two to three times per week.

The financial requirements for the "Plan Dignidad" are enormous
attempting to approximate the enormity of Bolavia's 1llicit drug
problem In total, the Plan estimates that US$§ 952 0 million
w1ll be required from all sources, approximately US$ 190 O
million per year over five years This 1s broken down into USS
700 for Alternative Development (73 percent), US$ 129 0 for
Interdiction (14 percent), US$ 108 0 millaion for Eradication (11
percent), and US$ 15 million for Prevention and Rehabilitation (2
percent) The Plan further proposes that the GOB be responsible
for at least 15 percent of the total, with 85 percent or US$

809 O million being provided by the international community over
the five-year period, or US$ 162 0 million per year This
seemingly unequal division of financial responsibility 1s based
on issues of "Shared Responsibility" (supply versus demand), the
extreme poverty of Bolivia (The second poorest country in the
hemisphere after Haiti ), and the fact that the success of the
Plan will benefit the worldwide community of nations and not only
Bolivaia

b Alternative Development Stratsgies

The Plan proposes to puild on successful Alternative Development
actaivities of the past, much of which supported by USAID,
including the introduction of new crops, the consolidation of an
extensive road network connected to interdepartmental trunk
roads, improvements in education and health facilitaes,
sanitation wnfrastructure, agro-industrial promotion, and the
provision of electrical power

A refocusing of the GOB's Alternative Development activities as
specified 1n the Plan would include a greater emphasis on
marketing linkages for the alternative crops which would be
promoted including a special focus on agro-processing and other
value-added mechanisms to further improve the position of
alternative crops versus the cultivation of coca, the provision
of tax incentives for entrepreneurs who are willing to invest in
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the coca producing transition zones, improved agricultural
research which is aimed at the marketing of final products,
facilitating and improving the mechanisms by which agricultural
inputs are made available to farmers, and, the development of
special industrial Develcopment Zones complete with necessary
services for industrial facilities offering employment, higher
incomes, and, most importantly, an alternative to the relatively
high incomes offered by the production and processing of coca

The Plan goes on to elaborate additional imitiatives including
development activities in the "Expulsion Zones" (Normally
highland areas which provide the migrants to the coca-producing
lowlands ) i1n an attempt to stem the flow of migrants seeking a
better life in coca producing areas, and, the
relocation/colonization of at least 5,000 families already living
in coca producing areas to other areas of the country where,
presumably, the possibilities for Alternative Development are
greater Since other donors have pledged support for these
activities, it 1s the Mission's preference not to work with them
so as to concentrate its efforts on the goals of coca eradication
and the improvement of incomes and employment opportunities in
the Chapare
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III OTHER DONOR CONTRIBUTIONS, COMMITMENT, AND CAPACITY
A Consultative Group Position

The XI International Cooperation Consultative Group meeting was
recently held in Paris (April 1998) The Group welccmed the
GOB's "Plan Dignidad" while calling it ambitious and asking for a
prioritization of activities It especially reccgnized the
political commitment and will that the Plan represents

Following 1s a summary of the recommendations wr.ch the group
made to the GOB, as well as to the international community in
general

Recommendations to the GOB-

* further strengthen its drug control coordination and
cooperation efforts at international and regional levels,

* update the drug contrcl framework (Law 1008 , particularly
taking into account the need to clarify the definition of
licat and 1llicit cecca in the country, increasing the
effectiveness of meas.res against money la.rdering,
improving control of precursors and contro.led chemicals, as
well as strengthening tne national judicial system and
assuring that human r.grts are not violatea,

* strengthen 1ts abilit, 11 tracking, identif ing and
punishing persons involved in the launderirg of revenues
from 1llicat drug transactions,

* strengthen national instituations such as tre Vice-Ministry
for Alternative Developrent and the National Fund for
Alternatave Developme~: (FONADAL), the prefsctures and
municipalities of the Chapare to assure a c.ear framework
and coordination with regard to alternative development,
eradication and drug control, as well as c.rtail corruption
~1thin the public sec:zor,

* reinforce control and monitoring of coca eradication and
articulate this process tc the implementaticon of alternative
development projects,

* incorporate alternati e development activities into the
mainstream national de- elcpment process, including
coordination at all 1= =2ls--1t 1s also impcrtant to tie the
activities 1n the coca cultivation areas tc coca eradication
cbjectives,

* elaborate a detailed plan of action including a clear

prioritization of specific activities and measurable
achievement indicators,
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emphasize human resources develcpment through education,
training, and improved facilities in fields with employment
opportunities,

conserve the natural resources and implement environmentally
sustainable activities, and develop areas such as eco-
tourism, forestry, and agro-forestry,

improve living conditions and provide income generating
activities i1in the "expuls.on zcnes",

promcote the participation by the private sector in the
Cochabamba Tropics, including special tax i1ncentives,

establish a climate of mutual confidence among the thres
main parties 1involved in the debate abcut coca and
alternative develcpment 1-cluding the government, the target
groups, ara the decnor cowranity,

mainsain a clear, unambig.ous message to producers that
there 1s rno future for 1l :c.t creps, backing this with
concrete drug law enforcerent actions .~cliuding vigorous
weasures to stop new plantirgs of coca pushes, and,

dissemirnate coherent information and d= elop public
awareness campaigns 1n th= country or tne negative effects
of coca proauction, drug trafficxkirg a~d abuse

Recommendaticms to the Internazional Cormu-_.ty-

*

review tne possibilities to support t-= Bolivian Ant:-
Narcct.cs Strategy 1998-2702, as ss1. as co-ordinate all
alterrazz-re development acti 1t.es «~.-- the Vice-Ministry

for tlzerrative Development, FONXTZL, a4 other departmental
and .czca. authorities,

cont_nue ana reinforce efforts 1 cerz—a reduct.on and
control measares,

cons.der "debt for alternative de-elcr—ent swaps", and,

the _nternational multilateral f.nanc.al institutions must
recoan.z2 the importance c¢f drug ccntrecl and should be
willing -0 assist the Bol_vian Goerr~emt in 1ts efforts to
combat rarcc-trafficking

It should be —mcted that the vast majority c¢f the recommendat:-ons
made by tne Corsultative Group coincide w~itr the Mission's R4
document and its strategy for accomplishirg i1ts Strategic
Objective pertaining to Counter-Narcotics activities
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B Substantial Resource Commitments
1 UN Drug Control Program (UNDCP)

The UNDCP 1s the seccond largest donor for counter-narcotics
activities after USAID Its current program valued at
approximately US$ 4 0 million includes institutional development
support at the ministerial CONALTID level, as well as to FONADAL
and the National Directorate for Agricultural Reconversion
(DIRECO), principally in the form of information systems in the
case of the later Support 1is also given to the Vice-Ministry
for Social Defence in the area of precursor interdiction, the
confiscation of assets, and money laundering It 1s also
providing support to standardize counter-narcotics information
and data with surrounding countries

Additiconally, the UNDCP 1s in the design stace of a second set of
actavities including three in the area of Xlzernative

Development agro-forestry and forestry in tre Chapare--
especially on the more fragile lands (USS € T million), Job
ski1lls training by the International Labocr Crganization (ILO) for
coca producers or workers wanting to beccrs skilled and semi-
sk11ll workers (USS 5 0 million, which will r=ach 4,000 families),
and, a coffee develcpment program in the :umngas (US$ 1 0) They
w1ll also be provading US$ 2 5 million thrc.ch UNICEF to create
"Healthy Schools" where drug awareness will ce taught, as well as
USS 1 0 million for "Social Communications', w«hich will be a
publicity campaign to "demystify coca" arna ccnvince the public
that coca 1is harmful to their society (CCZRIEP has collaborated
with the UNDCP in this area previously )

2 Euaropean Union Contributions

The European Union (EU) concluded negotia:z:zc-s for a future
program to assist the GOB in the implemerzzt-o~ of 1ts counter-
narccIic activities in April 18397 Fowe =r a lack of government
counterpart funds, and perhaps a lack of EU experience in
counter-narcotic actaivities, have resultez .n prolonged delays

and irplementation had not begun as of Jure _.398

In the event that these obstacles are overcc~e, the EU plans to
channel i1ts funding through FONADAL The rrcgram 1s currently
calculated at approximately US$ 30 4 mill:cn over a six-year
periocd w~1th US$S 24 0 million ccming from t<~= EU and USS 6 4
millicn cowing from the GOB (The budget Icr the EU i1s calculated
in Eurocs whose conversion to the US dellar f.uctuates resulting
in arproximate US dollar values )

The components of the EU's program are desigred to compliment the
Mission's present and future activities ana were prepared with a
significant degree of collaboration These planned activaitaies
1nclude
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* A cadastral survey of approximately one million hectares of
land in the greater Chapare region which could eventually
lead to a land titling program tc be implemented by the
National Agrarian Reform Institute (INRA) (EU contribution
of US$ 5 0 million, GOB contribution of US$S 2 3 million )

* A credit program directed at farmers and farrer associations
willing to substitute alternative crops for coca, plus
credit for entrepreneurs willing to invest in agro-
processing or related infrastructure This corponent would
be implemented through a bank, or bank-like institution,
(possibly one or more NGOs with financial experience), and
would function as a loan guarantee program whereby up to 70
percent of a loan would be guaranteed by the program (EU
contribution of US§ 5 0 million, no contribution from the
GOB )

* Support for infrastructure development which ~culd improve
the quality of life through economic growth This activity
would work through the main municipalities in the Chapare to
construct roads, water and sanitation systems, community
electrification networks, and possibly improvse the local
airport (EU contribution US$ 6 3 million, GC3 contribution
US$ 1 9 million )

* Conservation/Environmental Protection activities which would
be implemented through local NGOs to assist farmers to
improve the management of existing forestry rescurces on
their farms and to improve environmentally sustainable
agricultural practices (EU contribution US$ S million, GOB
contribution US$ 4 million)

Furthermore, the EU plans tc proride an additional T3$ 7 0

m1llion 1n operating expenses, equlpment, and techn:ical

assistance to support the four activities mentionez above
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IV USAID'S CONSOLIDATION OF ALTERNATIVE DEVELOPMENT EFFORTS
A Activity Management, Co-ordination, and Decision Making

The Activity will benefit from joint implementataion,
coordination, and decision making In La Paz, this will take
place between the office of the Vice-Ministry for Altermative
Development and the USAID/La Paz CN SOT Cnairperson The newly
created Policy Unit assisted by the Contractor and jointly
sponsored by CONCADE and the Vice-Ministry, shall report directly
to the Vice-Minister In Cochabamba, 1t will take place at two
levels between the USAID/Cochabamba Representative and the
Director of PDAR for programmatic, planning, and Results Package
i1ssues, and, between the PDAR Counterpart and the Contractor's
Chief-of-Party (COP) for day-to-day implementation issues In
this last instance, however, where the Contractor's COP and the
PDAR Representative will make decisions jointly, since this 1s a
performance-based cecrtract, 1t will be the direct responsibility
of the Contractor to see that tney are carried cut by the
implementing entities Additionally, the USAID/Cochabamba
Representative will serve as liaison between the CN/SOT and the
Activity Management Un.t (AMU) to provide i1mplerentation guidance
in conformance with USAID procedures, policies, and results-
oriented priorities

The following i1llustrative organizational chart demonstrates
these relationships, as well as those of the implementing
agencies, and 1is provided for clarity since offerers are free to
suggest alternative relat:ionships
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The Contractor's COP and the PDAR Counterpart will form the
Activity Management Unit (AMU) which 1s a decision making entity
This unit shall be supported by four suk-units the Information
Unit, the Marketing Unit, the IBTA Research, Validation, and
Extension Unit, and, the Infrastructure Zrit, all of which are
implementation entities The Activity Izrlementation Committee
{AIC) 1s composed of the two members of tz= AMU, representatives
from the four sub-units including Camincs vecinales, and the
USAID/Cochabamba Representative who will szrve as the AIC
Chairperson From time to time represertztives from the
NGOs/private companies, as well as the IBTA Product Line Managers
might also attend AIC meetings on an as nea=ded basis The AIC 1is
an advisory body to the AMU and will mest at a minimum on a
biweekly basis

The Information Unit shall receive infor—zzion/data from PDAR,
DIRECCO, Caminos Vecinales, and the thre= =z_.b-units under the AMU

ard provide data and reports to PDAR t-= MU, and others As 18
stated in Section IV , thus anit will 1-_.-_ally be established
and operated by the Contractor, but «11. =rentually be

transferred to PDAR

The Marketing Unit shall be respcons.c.e Zcr market research,
identification, and specification, as «=.. the forward
contracting for CONCADE-promcted crcps, ==z the oversight of tne
Investment Promotion Fund The Contraczcr shall be dairectly
responsible for the accomplishment of 1Is zasks The IBTA Unit
shall be responsible for applied researcz pre-extension training
of the employees of the NGOs private firms, as well as validation
of the extension activities performed b <—zem The Product Line

Managers and an Integrated Pest Managemen: (IPM) expert shall ce
selected and hired by this u~it in coorzizztion with the AIC, and
snall ke assigned as operaticral experts -> the IBTA Unit Oon

Contractor with guidance from the AIC anz IBTA The Cecntractcr
s—all coordinate and oversee the acti-2z.zs c¢cf tnis unitc The
Infrastructure Unit shall coordinate «127 and supervise the
activities of Caminos Vecinales and any, cIzer organizaticn
involved in infrastructure Its acti-1z.=s shall also be the
responsibility of the Contractor

In cases where Zero Coca Agreements ra2s..2 1in "Community
Compensation” which will be used for ac:t. zties similar to those
of CONCADE, the AIC shall include a reprsssntative from DIRECO
(Possibly from UNAGRCODI, DIRECOS s "guic- respeonse" cormunity
development unit, 1f that unit continues T2 exist If not, then
the representative would come from DIREZZ ztself and be at as
high a level as possible ) Th.s expanisZ AIC would plan,
program, and coordinate the specific acz:i--zties for those
communities/farmer organizaticns whica ~:12 receive community
compensation payments for alternativse o= s=lopment activities In
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this case the suggested organizational chart would be the
following
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Additionally, because of the need for cocrdination between DIRECO
and PDAR in terms of information/data exchange and compliance in
the case of the Zero Coca Agreements, PDAR will fund a posation
for a PDAR representative to be housed i DIREZ2 as a coordinator
between both organ:izations This perscn ~culd be the day-to-day
liaison between the two organizations and ba e as his/her main
responsibility the timely transfer of informat:icr between them

B The Results Framework

The current Results Framework as stated ir the M_ssion's R4
document for the Counter-Narcotics Object. e cortains a Special
Objective followed by a set of Primary Intermediate Results, as
well as a set of Secondary Intermediate Results IR3, Existing
Coca Eradicated, and IR4, Sustainable Alterrative Development
Established, relate dairectly to the CONCADE activity and are
described briefly below Howe'rer, two of the Pr_mary
I~termediate Resalc Newx Coca Plant.ngs Pre-ertsd (IR1 , and
Increased Risks and Reduced Incentives for Ccca Production and
Marketing (IR2), while critical to the achie ement of thes S0,
w1ll not be directliy supported by CONCADE c.t wi:l fall under
tne responsibility of NAS, DEX, or other JSG agencies Likew.se,
four of the Seccndary Intermed.ate Results Effective CN Law
Erforcement Established (IR1 1), Bolivian Puplic Rejects the
Cocaine Economy (IR2 1), Police Properl, =nfocrce CN Laws

(IR1 1 1), and, GCRB Agencies Effectively In estigate and Process
CN Cases (IR1 1 2!, also fall under the responsibility of other
USG agencies

IR3, "Existing Coca Eradicated” 1s an area snere recent GOB
performance has shown significant improverents in 1887, Bolivia
chieved a 7 percent net coca reduction, the f.rst net rsduction
in several years The civilian coca eradication agency ZIRECC 1s
responsible for nsgot.ating cluntary eraaicatior and Jer_fying
forced eradication Additionally, DIRECO has the resporsibil:ty

cf continued mor.ccring to assire that nc ccca 1s replanted b,
the farmers on the lana where 1t has beer eraaicatad CIRECO 1s
financed and equipped b, NAS The achievewent of this result
w1ll be supported by the annual counter-narcotics certification
process Certification condit.onality 1s expected to place
increasing emphasis on net coca eradicaticm targets S.nce 1899,
USAID has administered ESF, and now INL-fund=d, balances-o0f-
payments support programs which require progress towards coca
eradication and, a- times, o-har counter-—arcotics relatad
activities as a condition for disbursemenc Tre receipt of
balance of payments resocurces ras enabled the GOB to offset tne
costs of eradicaticn programs and enforcement Curing the next
five years, use of perfcrmance-based disbursements for balance-
of-payments support, subject to the availability of funds, will
be continued Specific conditions will be astermined annually
tnrough multi-agency consultations and negotiations with the GOB
The FY 1998 balance of payments will be conditioned to specifaic
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targets relating to the destruction of coca seed beds The
actual amount of funding and the terms and conditions for
disbursement of the funds will be detailed in a separate balance
of payments Agreement IR3 includes one sub-intermediate result,
IR3 1 "Farmers Accept Eradication Conditionality" The basic
concept of IR3 1 1s to require that farmers agree to eradicate
all their coca in order to qualify for continued participation in
alternative development programs - Zero Coca Agreements -- as
opposed to the partial eradication of the past This shift in
strategy 1s consistent with the policy of treating coca as an
1llegal product

IR4, "Sustainable Alternative Development Established", will be
the primary responsibility of USAID, 1ts GOB partners such as the
Vice-Ministry for Alternative Development, FONADAL and PDAR,
various private sector organizations, and other donors such as
the UNDCP and the EU Previous efforts begun under CORDEP will
continue to strengthen the agricultural base of the Chapare and
1ts related infrastructure to provide farm families waith
alternative sources of sustainable farm income which can provide
acceptable living standards without the need to grow coca  This
intermediate result will be supported by three sub-IRs IR4 1,
"Sustainable Farm-level Production Capacity Established”, IR4 2,
"Sustainable Market Linkages Established", and, IR4 3,
"Sustainable Market Demand Established"

The expected results tc be achieves in order to comply with the
strategic objective will be tracked by a series of indicators
specifically adopted for the activity, including, but not limited
to annual gross coca eradication totaling 30,000 hectares by
2002, hectares of licit crops planted in the Chapare increasing
to 119,000 by 2002, net income generated through licit crop
cultivation on Chapare farms increas:ing by 3-4 percent annually,
number of sustainable business operating in the Chapare
utilizing licit products or supplying licit agro-industries
ircreasing to 80 b, ths end of the Activit,, the number of
business exporting Chapare agricultural procducts increasing to 15
by the end of the activity, the marketable salue of licit produce
increasing by 20-20 percent annually, and an increased capacity
among local municipalities and communities to maintain their own
road networks by the end of the Activity by 85 percent

C Results Oriented Tasks to be Accomplished/Performed by
the Contractor, included in Performance Monitoring Plan
(PMP)

Task No 1- Sustainable farm level production capacity for laicit
crops established

Sub-Task No 1 1: Eradication conditionality increasingly
accepted by farm families
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Indicator

Unit of Measure
Source

Frequency
Targets

Relationship to
Mission's Results

Sub-Task No 1 2

Indicator
Unit of Measure
Source

Freguency
Targets

Relationship to
Mission's Results
Task No 2
Sub-Task No 2 1
Indicator

Unit of Measure
Source

Frequency
Description

Targets

Relationship to

Farm families participating in coca-free
areas/agreements and receiving alternative
development assistance

No of farm families, cumulative

CONCADE PMP data base containing PDAR/DIRECO
information

Quarterly

End of CY 1999 10,000
End of CY 2000 22,000
End of CY 2001 27,000
End of CY 2002 30,000

Intermediate Result 3 1

Increased hectares of licit crops planted in
the Chapare

Increased hectares of licit crops planted in
the Chapare

Increase 1n hectares planted in licit crops

(annual increase and cumulative)

CONCADE PMP data base ccntaining NGO/private

firms 1nformration cross-rzferenced witr
annual sample or satellite survey
Yearly

End of CY 1999
End of CY 2000
End of CY 2001
End of CY 2002

7,000 has, cum
7,700 has, cum
5,350 has, cum
4,350 has, cum

101,65C has
169,35C has
114,700 has
119,000 has

Intermediate Result 4 1

Sustainable market linkages establaished

Net income from CONCADE-assisted crops
increasing by 3-4 percent annually

Average annual 1ncome per capita

U S dollars

CONCADE PMP data base

Yearly

Performance for each crop should be monitored
to assure the economic viability of each crop
over the 1989-2002 period Contractor will
be required to submit detail information on
crop by crop basis

End of CY 1999 $1,780
End of CY 2000 $1,850
End of CY 2001 $1,900
End of CY 2002 $1,960
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Mission's Results Intermediate Result 4

Sub-Task No 2.2 Domestic agro-businesses purchasing Chapare
produce and/or supplying agro-inputs on a
regular basais

Indicator Domestic agro-businesses purckasing Chapare
produce and/or supplying agro-1nputs on a
regular basis

Unit of Measure No of businesses (cumulative)

Source CONCADE PMP data base

Fregquency Quarterly

Descraiption A sustainable business has a minimum of

$25,000/year 1n gross income with 1ts own
capital at risk and operating consistently
for at least one year
Targets End of CY 1999 55 businessss
End of CY 2000 65 businesses
End of CY 2001 75 businesses
End of CY 2002 80 businessss
Relationship to
M:ssion Results Intermediate Result 4 2 1

Sub-Task No 2 3 Agro-businesses exporting Chapare produce on
a regular basais

Indzicator Agro-businesses exporting Chapare fresh and
processed products on a regular basis

Unit of Measure Number of agro-business (cum.lative)

Source CONCADE PMP data base

Frequency Quarterly

Descraiption A sustainable business has a —.nimum of

$25,000 year 1n exports, wit~ 1ts own capital
at risk, and operating consiscently for at
least ores year

Targets End of CY 1389 12 businessss
End of CY 2000 13 businesses
End of CY 2001 14 businessss
End of CY 2002 15 business=ss

Relationship to

Mission Results Intermediate Result 4 2 2

Sub-Task No 2 4 Marketable value of CONCADE-promoted crops
increasing by 20-30 percent annually

Indicator Value of licit produce
Unit of Measure Thousands of U S dollars
Socurce CONCADE PMP data base
Frequency Quarterly
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Descraption

Targets

Relationship to
Mission Results

Sub-Task No 2 5

Indicator

Unit of Measure
Scurce
Frsquency
Description

Targets

Relationship to
Mission Results

Task No 3

Sub-Task No 3 1
Irdicator

Sc.rce

Fraquency

Description

Targets

Sub-Task No 3 2

Indicator
Unit of Measure

/

Marketable volume excludes wastage, farm
level consumption, and any other consumption
wit~1in the Chapare

End of CY 1999 $52,000
End of CY 2000 $64,000
End of CY 2001 §$74,000
End of CY 2002 $91,000

Intermediate Result 4 3 .

Exports of Chapare licit produce increasing
annually

Annual value of Chapare fresh and processed
produce exported

Thousands of dollars (ncn-cumulative)

CONCADE PMP database

Quarterly

Valae of all Chapare crcrs at the border, not
just those supported b, CONCADE

End of CY 185S 3,000
Ernd of CY 2000 5 020
End of CY 20C1 5,0CC
Ernd of CY 2002 - 0300

-~

Intsrmediate Result 4 3 Z

Alternative Development Organizations Strengthened

Increased capacity for sustainabilaity in
farmer organizations

Nurmcer of lega.l, regist=rsd farrer
organizaticn t2ing furcsz s1th fes=s for

ser- 2ces razd £, cthelr TsmIers

Far—er organizaticns ¢rc -21~g i1~format.on to

NGC private firms

Quarterly

Business oriented farmer organizations
include syndicates, asscciations,
cooperatives, etc

End of CY 19%9 12

End of CY 2000 24

End of CY 2001 36

End of CY 2002 50

Farmer organizations graduated from Activity
assistance

Farmer organizations graduated
Percentage of farmer organizations graduated
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Source

Frequency
Descraiption

Targets

Sub-Task No 3 3
Indicator

Jnit of Measure
Source

Frequency
Targets

Sub-Task No 3 4

Indicator

Ur.t of Measure
Scurce

gusncy

rra
Description

Targets

Sub-Task No 3 5

Indicator
Unit of Measure
Source

Farmer organizations providing information to
NGO/private firms

Quarterly

Farmer organizations 1include syndicates,
associations, cooperatives, etc which have
graduated from continuous assistance

End of CY 19839 0 percent

End of CY 2000 10-15 percent

End cf CY 2001 16-25 percent

End of CY 2002 26-50 percent

Number of farmer organizations paying for
their own technical assistance

Increased number of farmer organizations
capable of paying for their own technical
assistance

Number of farmer organizations

Information provsided by farmer organizations
validated b, NGO/private firms

Quarterly

End cf C7 1533 O
End c¢f Cr 2223 10
Bnd of CyYy 2001 25
BEnd of CY 2C32 40

Increased capacity for technology transfer in
GOB organization

Individual research activities completed in
any gi -en calendar year positively validated
and adcptad by farmers

Percent cf .ndxisidual research acti-zt:ies

Nt e ——
being adcrtea o,y farmers
Farmer orga—nizations providing infor—aticn to
NGC prz rats firms
Yearl

At least 25% of farmers receiving CCNTADE
assistance should adopt the results of each
individual research activaity to be ccunted as
an adopted technology

End of CY 1999 25%

End of CY 2000 35%

End of CY 2001 50%

End cf CY 2002 75%

Increased capacity for technology transfer in
non-government/private organizations

Increased average annual yield
Metric tons or kilograms per hectare
CONCADE PMP data base
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Frequency
Description

Targets

Sub-Task No 3

Indicator
Unit of Measure
Source

Frequency
Descraption

Targets

6

Yearly

This indicator implies improved applied
research capability being appropriately
validated and transferred to NGO/private firm
for extension services, Contractor will be
required to provide detailed information on a
crop by crop basais New crop increases will
need to be established by the Contractor with
USAID/GOB apprcvals

Bananas

End of CY 1999 70 mt /has

End of CY 2000 90

End of CY 2001 110

End of CY 2002 135

Pineapples

End of CY 19%9 11 5 mt /has
End of CY 2000 12 0O

End of CY 2001 13 C

End of CY 2002 13 5

Passion Fruit

End of CY 1999 10 0 mt rhas
End of CY 2000 10 C

End of CY 2001 10 C

End of CY 2002 10 ¢C

Palm Heart

End of CY 1999 675 kg ‘has

End of CY 2000 750

End of CY 2001 815

End of CY 2002 900

Black Pepper

End of CY 1999 mt has

End of CY 2000
End of CY 2001
End of CY 2002

W W w W

Local capacity for sustainable maintenance of
road i1nfrastructure enhanced

Costs of rcad mainternance co
CONCADE resources

Percentage of costs corered by non-activity
resources

CONCADE PMP data base

Quarterly

Financial contributzcns are expected to come
from municipalities, farmer organizations,
community compensation, and/or road users

It 1s estimated that this process shall take
the first year of the actavity After thas
time specific percentages of the total costs
of road maintenance shall be established

End of CY 1999 municipal 10% community 5%

ered by non-
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End of CY 2000 municipal 15% community 10%
End of CY 2001 municipal 35% community 20%
End of CY 2002 municipal 55% community 30%

Sub-Task No 3 7 Local capacity for sustainable improvement of
road infrastructure enhanced

Indicator Costs of road improvement covered by non-
CONCADE resources

Unit of Measure Percentage of costs co-ered by non-activity
resources

Source CONCADE PMP data base

Frequency Quarterly

Description Financial contributions are expected to come

from farmer organizations, community

compensation, and/or road users It 1s

estimated that this process shall take the

first year c¢f the act_-1ity After this taime

specific percentages cf the total costs of

road improvement srall be established
Targets End of CY 1399 comrur.:zy, others 5%

End of CY 2200 cormrur.:zy others 10%

End of CY 2201 corrur.z,, others 20%

End of CY 2202 corrur.zy, others 30%

Task No 4 Private Sector Investment i1n agriculturally-
based industries stimulated

Sub-Task No 4 1 Investment credit needs identified

o}

Indicator Credit applicatic -mcluding feasibilaity

-

studies received frc~ trospective i1nvestors
and favorably re 22zs22 kB USLID GOB

Unit of Measure No of credit arrl.czt_c s

Source CONCADE PMP datza rCass

Frequenc_ Yearl,

Descript.cn As part of this task current credit coptions

shall be analyzed arc procedares for managing
credit shall be _.dent.fied

Targets End of CY 1899 5 applications
End of CY 2000 10 applications
Sub-Task No 4 2 Investment credait fund established and
operational.
Indicator Firms established in the Chapare receiving
loans from investment fund
Unit of Measure No of firms
Source CONCADE PMP data base
Frequency Yearly
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Description Firm selection and loan approval shall be
based on Policy Unit/FONADAL/USAID/AMU
established criteria

Targets End of CY 1999 0 business
End of CY 2000 3 businesses
End of CY 2001 5 businesses
End of CY 2002 5 businesses
Task No 5 Employment Generated
Sub-Task 5 1 Licit agricultural-based employment
Indicator Jobs created
Unit of Measure No of full-time jobs created
Source CONCADE PMP data base, assumed as a result an
increased hectares by crop from Sub-task 1 2
Frequency Yearly
Description Indicator includes non-cumulative figures
provided in the targets
Targets End of CY 1999 2,000
End of CY 2000 4,000
End of CY 2001 5,000
End of CY 2002 6,000
Sub-Task No 5 2 Licit non-agricultural-based jobs created
Indicator Jobs created
Unit of Measure No of full-time jobs created
Source CONCADE PMP data base
Frequency Quarterly
Targets End of CY 1999 300
End of CY 2000 350
End of CY 2001 400
End of CY 2002 450

Task No 6 Alternative Development subsidies reduced

Sub-Task No 6 1 Subsidies on planting material reduced
Indicator Level of subsidy
Unit of Measure Percentage of subsidy provided by CONCADE
Socurce CONCADE PMP data base cross-referenced with
information provided by NGO/private firms
Frequency Quarterly
Descraiption Agro-chemicals will receive no subsidies from
the beginning
Targets End of CY 1899 100%
End of CY 2000 80%
End of CY 2001 60%
End of CY 2002 40%
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Sub-Task No 6 2.

Indicatoer
Unit of Measure
Scurce

Frequency
Descripticon

Targets

Task No 7

Indicator
Unit 2f Measurs
Source

Frequency
Description

Targets

Task No

Subsidies on productive infrastructure
reduced

Level of subsidy

Percentage of subsidy provided by CONCADE
CONCADE PMP data base cross-referenced witn
information provided by NGO/private firms
Quarterly

Items 1include packing facilities, cable-ways,
cooling and collection centers, etc

End of CY 1999 85%
End of CY 2000 55%
End of CY 2001 25%
End of CY 2002 0%

Agricultural-supply distribution centers
located i1n the Chapare

Increase in agricultural-supply businesses
and/or distraibution centers in the Chapare
No of businesses and/or distribution
centers

Evaluation conducted by Perfcrmance
Monitoring Team of CN/SOT

Quarterly

A distribution center/business i1s defined as
one that provides technical assistance in the
use of agro-chemicals and 1t 1s an official
sales representative of an agricultural-
supply manufacturing company 1in Bolivia
having at least two outlets .r the Chapare
End of CY 1999 1 business

End of CY 2000 2 businessss

End of CY 2001 3 bus.nessss

End of CY 2CC2 4 bus.nass=s

8 Result-oriented management information system in

place supporting policy and implementation actions made by AMU,

GOB and USAID

Sub-Task No 8 1

Indicator
Unit of Measure
Source

Frequency

Performance Monitoring Plan (PMP) completed
and operational

Performance Plan operational to monitor
progress towards results

Level of use among USAID/GOB agencies and
other donors

BEvaluation conducted by Performance
Monitoring Team of CN/SOT

Quarterly
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Targets

Sub-Task No 8

Indicator

Unit of Measure
Source

Frequency
Descraption

Sub-Task No 8

Irzzczator

Unit of Measure
Source

Frequency
Description

2

3

End of 1lst Qtr Performance Monitoring Plan
developed and approved by USAID/GOB

End of 3rd Qtr Performance Monitoring Plan
established

End of 4th Qtr Performance Monitoring Plan
fully operational to track progress towards
results

Integration and dissemination of a PMP
completed for performance monitoring

Performance data fully integrated and
operational between implementing entities
using improved data bases

Degree of integration and dissemination of
systems and data bases

Evaluation conducted by Performance
Monitoring Team of CN/SOT

Quarterly

This task shall entail the elimination of all
redundant existing s,stems and data bases,
and ensuring the PMP 1s being used by Policy
Unit, and, obtaining quarterly progress
reports and annual crerating plans
computerized and consolidated using the PMP
End of the 2nd Qtr Integration of
PDAR/DIRECO systams,

End of the 3rd Qtr Integration of
marketing/infrastructure systems,

End of the 4th Qtr Integration of IBTA-
NGO/private firms system,

End of the 5th Qtr Full integration

Integration of a PMP completed for fimancial
and administrative decision making

Financial and ad~iristrative PMP fully
integrated and cpera:z.onal between
implementing ent.ties using existing
financial and adrinistrative systems

Degree of integration of systems and data
bases

Evaluation conducted by Performance
Monitoring and Financial Teams of CN/SOT
Quarterly

This task shall entail the elimination of all
redundant existing systems and data bases,
and ensuring the PMP 1s being used for
financial control/management, pipeline
analysis and for obtaining quarterly progress
reports and annual operating plans
computerized and consolidated using the PMP
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Targets Financial/administrative systems integrated
End of 3rd Qtr Consolidated quarterly
reports to be provided to GOB/USAID
containing information on results and
financial status
End of the 4th Qtr IBTA-NGO/private firms
PMP 1ntegrated
End of the 4th Qtr PDAR-IBTA-SNC PMP
integrated
End of the 5th Qtr operating plans
consolidated using the computerized PMP

system

Task No 8.4 PDAR managing the integrated PMP

Indicator PDAR fully capable of managing PMP developed
by Contractor

Unit of Measure PDAR capabilaty

Source Evaluation conducted by Performance
Monitoring Team of CN,/SOT

Frequency Quarterly

Targets End of 1st OQtr PDAR hires capable staff
End cf 5th Qtr PDZR PMP? staff fully
trained

End of 7th Qtr PDAR staff fully capable of
managing the consolidated PMP

D Conditionality

Conditioning alternative development to coca eradication 1s a
relatively new concept It reflects the wuch closer coordination
that will take place betweer NAS-supported eradication and
USAID's alternative developwrent consolidation and counter-
narcotics program Indeed, 1t 1s an essent:ial part of the
Misszon's Results Package as embodied in Intermediate Result 3 2
"Farmers Accept Eradication Conditionalit "

The basic concept 1s to require that farmers agree to eradicate
all of their coca in order to qualify for continued participataior
in alternative development programs ("Zero Coca Agreements", as
opposed to the partial eradication of the past ) The NAS, and
1ts GOB partner DIRECO, will set conditions in collaboration with
USAID, and DIRECO will verify that the agresd upon eradication 1is
on schedule or has taken place This approach would not have
been pract:ical in the past when USAID's alternative development
programs had not reached the wvisibility and credaibility obtained
to date The shift i1s consistent with the policy of treating
coca as an 1llegal product Since conditions will vary greatly
from location to location, 1t 1s not possible to describe in
advance the specific conditions or alternative development needs
for a particular community Although altermative development
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assistance will be conditioned to coca eradication, the primary
responsibility of USAID will be to provide Chapare farm families
economically sustainable sources of farm income which can provide
adequate living standards without the need to grcw coca

Neither the Chapare nor other actual or potential Bolivian coca
zones are howrogeneous areas They differ locally according to
natural resocurce endowments, the skills and abil:t, of farmers,
accessibility, the prevalence of coca, the strength of
institutions, leadership, and other impertant location-specific
attributes Some areas may be so lacking in these attributes or
so 1solated as to make them unsuited to USAID alternative
development activities

PDAR and DIRECO will have to delimit and define geographic areas
within the Chapare Using participatory mechanisms, such as
consultation with farmer associations or groups, special
development ass.stance, with input frow the AIC, can be tailored
to the characteristics of each area and offered selectively in
return for the eventual elimination of coca

If a particular community 1is not willing to simultaneously reduce
coca for Altermative Development assistance, the FDAR in
conjuncticn wich the AIC will cancel or pcstpone assistance
targeted for such a community and initiate negotiations with a
more receptive community The developwent activities for any
given community would be tailored to the area's development
needs The options could include, for example, so many
kilometers of road improvement, so many hectares of specific
alternative crops supported (bananas, palm heart, etc ),
technical assistance in production or marketing, marketing
infrastructure (cable systems, storage and packirng facilitaies,
etc ), or other in.tiatives as agreed kb, the par:t.es under the
Zero Coca Agreswernts An end-point or "exit strategy" in the
form of explicit results indicators will be deve.cped at or
shortly after t*e beginning of CONCADE assistancs to each
community group in the same manner as was mentic—=3 akore, 1e
PDAR 1n conjunction with the AIC

’

To define and work in these areas, the following zllustrative
steps might occur

* Consulting with NAS and DIRECO, PD3AR and the AIC will
1dentify a series of areas where a high probability exists
of reaching coca eradication agree~ents (or where growers
have already eradicated),

* PDAR and the AIC, together with farmer groups from the area

will participate and define development actions/results
tailored to each specific area,
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* PDAR staff will meet with NAS and DIRECO to determine how
much coca remains to be eradicated {or has been eradicated)
within a particular community to clearly determine the
feasibility of providing CONCADE assistance,

* An eradication agreement will be negctiated between the
community or agricultural associat:icn for coca eradication
(zero coca),

* Conditionality agreements criteria «~ill be established and
contain a time frame, a phasing schedule, and an inventory
of ccca to be eradicated, and,

* An "exit strategy" will be develored as part of the
conditionality agreements, 1e , when negotiated levels of
alternative development activities are completed, the area
or farmer association graduates and assistance terminates

E Alternative Development Consol:zat:on Program
1 The Agricultural Continuu~

The consol:dation of Alternative De elcr—s=I actirities will link
the various activities of the agraicultura. cycle to a containuum
of events w«hich will be supported by CCNZAIE Of critical
importance 1s that the continuum will ke market draiven with
differsnt elevents of the market forwmi-g coth the beginning and
the end points of that continuum The da_ to day responsibility
for the irplewentation of these actirities will reside with the
Activity Management Unit (AMU) composed cf the Chief-of-Party for
the Contractor and the national counterpart provided by PDAR,
although tne Contractor will be held acccuntable for the success
cf the cowponents and the achievement <-f Lctivity results The
steps in the continuum are as follows

35



CHART 3 The Agricultural Continuum

Market Research,
Identification,
and Specification

(Including agro-processing
where appropriate )

Applied Research,
Validation of New Crops
New Problems

|

Social
Infrastructure
(Road Ma_ntenance)

Extension/
Technoleg, Transfer
I
J
Farm Level
Production

Post-Harvest
Technolcg: Transfer

i

|
Proa.cti e
Infrastructure
(Packing Sheds,

Cable Wa,s, Etc )

|
I
!

Produce Marketing
(Including Transportation)
Feedcack to
Market <=ssearch
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The process shall begin with Market Research, Identificaticn, and
Specification Thas would include local, regional, and export
markets depending on the crop and 1ts relative competitive
advantage, profitability, and ease of transport Of equal
importance 1s the availability of agro-processing capabilities,
or, more likely, the ability of the Marketing Unit under the
Contractor to attract investors to establish such capabilities
The potential for the processing of agricultural commodities
would allow for somewhat lower quality standards, and avoid
problems of perishabiiity and transportation to distant markets
It would also create jobs and increase the value-added of locally
produced crops This component would be implemented by the
Marketing Unit established by the Contractor and would be staffed
with people, most likely expatriates, with demonstrated practical
experience as entrepreneurs in this field

2pplied Research would be the next logical step in the continuum
This would irclude the testing of new crops, -ncluding validation
of the research of others, as well as on spec.fic problems which
are 1identified over the life of the Activity The testing would
be conducted at the La Jota Experimental Stat:on, as well as on
selected far—er plots Demonstration plots ¢~ the land of farmer
clients would also be carried out Criteria Zor deciding whether
the testing will be conducted at the statior and/or farmers'
plots will need to be developed by IBTA Tr..3 component shall be
implemented by the Chapare unit of the Boli-:an Institute for
Agricultural Technology (IBTA/Chapare) In crder to fulfill this
role, however, the Contractor shall superviss the activities of
IBTA, as wel: as assisting the organizaticn iz altering its role
from being a traditional research station se:tting 1ts own agenda
based on the interests of its researchers to that of a more pro-
active organization responding to the needs cf farmers,
especially 1 terms of the marketability cf zreir crops

The Extersion Technology Transfer component «culd be carried out
by an unspec.fied rutcer of selected NGOs ard or private
consultirg firms with experience i1n tropical agricultural
development These organizations shall be szlected by the AMU on
the basis cf appropriate or required educat:icral levels of the
people proposed, their levels of experience, their willingness to
work and live in the Chapare, and of equal izprortance, their
knowledge and orientation towards the genera. goals of the
program including the eradication of coca Tnese organizations
shall be assigned to specific geographical arsas within the
Chapare ana shall carry out extension actl rii:zes with farmer
organizations dealing with issues of agricultural production and
organizational development/strengthening Trhey shall receaive
periodic "pre-extension” training on the res.lts of IBTA/Chapare
applied research and would be under the technical supervision of
the IBTA staff in coordination with an agric.litural expert
working for the Contractor and assigned to I=ZTA/Chapare Overall
supervision and oversight of their actavities, as well as those
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of the NGOs/private companies, would be provided by the
Contractor Periodic wvalidataion of these activities would be
provided by PDAR

Farm level production would obviocusly be carried out by the
farmers themselves although with the assistance and supervision
from the NGO/praivate firms' extension agents In some cases this
assistance shall be on an individual basis, while in most cases
1t shall be through the farmer organization tc which each farmer
belongs As above, technical supervision of the NGOs/private
firms shall be carried out by IBTA, while overall supervision
would be carried out by the Contractor

Post-Harvest technology transfer shall be carried out in a
similar fashion to that mentioned above, as shall technical and
o—erall supervision

rcductive i1nfrastructure, under the supervision of the
Centractor, shall be provided to farmer groups based on what is
agreed to in the "Zero Coca Agreements" signed by each group or
cormunity The criteria and conditions for pro.iding productive
infrastructure shall be based on the concept of conditionality
described above in Section IV D The t pe of znfrastructure to
pe provided would therefore represent the "felt needs" of the
group or community, although the specif.c des.gns (packing sheds,
caple ways, drainage systems, etc )} shall be decided upon jointly
between the organization/community, NGC pri -ate firm
representatives, and the Infrastructure Unit of the AMU based on
the recommendations of the AIC  Additicnally, 1t 1s also
contemplated that the Zero Coca Agreements wou.d specify a labor
contribution from the organization/group, and possiply the
provision of cash payments, and some local construction materials
as well

Szcial infrastructure would also be prc-ided .- a similar
fashion, 1e , pased cn the Zero Coca Agresewsnts negotiated with

~e farmer organization/community Types ¢ sccial
infrastructure shall include such 1i1tems as road
1provement/maintenance, electrical networks connected to the
national grid, and others Since the major.t, of this type of
infrastructure would be the result of ar expansion of existing
infrastructure, 1t shall be a requirement tha: local
municipalities will be involved, especially in terms of
contraibuting local counterpart funding and providing, or
facalitating, future maintenance In the case of road
1mprovement, the National Roads Service (SNC) shall be the
itplementing agency funded through CONCADE In some cases thas
work will be carried out through Caminos Vecinales (CCVV)
dzrectly, while in others it will be sub-contracted to private
firms under the supervision of the Contractor Otherwise, the
desagn and construction of the social infrastructure shall be the
same as that for productive infrastructure
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The Produce Marketing function of the Contractor shall be twinned
with the Market Research, Identification, and Specification
function discussed at the beginning of the process Ideally,
marketing contracts would be established in advance, although
this might only be likely for those crops being exported
Adequate transportation services should also be programmed in
advance 1f possible and produce would likely be picked up at
collection, packing facilities on a prearranged kasis Farmer
organization members, 1in the company of an NGO/private firm
representative (And from time to time the representative from the
Marketing Unit of the Contractor ), wculd accompany the produce
to market in order to monitor the price and total payment
receaved, as well as observe the quality of the produce upon
arraival, and any other factors which might be improved upon in
order to assure the highest prace and total income possible

This information would be fed back to the beginning of the
continuum This function shall be the primary responsibility of
the Marketing Unit of the Ceontractor, although information
concerning results would alsc ce cnanre.led back toc IBTA and the
NGO/private firms

2 Crop and/or Agric.ltural Activity Identification and
Selection

a Expansion cf Existing Crops

At the beginning of CORDEP betwcen 40 and 60 crops were
identified as pbeing potential., approprrate for the agronomic
conditions of the Chapare Trhese crops were then matcned to
their market potential and other factcrs and the number was
reduced to the five which are currently being promoted at this
time bananas (two varieties, Cavendish and FHIA), palm hearts
(two varieties, smooth stem ard spiny stem), pineapple (two
varieties, Pucallpa and Cayena Lisa), passion fruit, and black
pepper All f1 e of these crces ta' e not reached ths point of
market saturation, with trne pessicle exception of passion fruit,
and al. face the potentia. c¢f —arkst exransion

b New Crcps or Agricultural Activaties for the

Future

In the future Activity sore nes crops may be added, although
their choice and number will ks left to the AMU, in collaboration
with the AIC, based on maret considerations Ne~ crops shall be
sought for basically threes reasons

* Marketing channels ha-e changed and/or openea up both within
Belaivia and in surrounding countries,

* All of the agronomic "nitch" areas of the Chapare have not
been fully researchea or exploited, and,



* The technology for Cavendish bananas, pineapple, and palm
hearts has been well researched and procven viable on
farmer's plots, as well as understood by a substantial
number of farmers Marketing channels while not perfect,
have also been established in local (processing plants),
domestic, and export markets (Due to the recent outbreak
of black sigatoka which has greatly reduced banana
cultivation and increased production costs for the Cavendish
variety, the importation of relatisely new sigatoka
resistent FHIA varieties are being introduced put will
require testing in the marketplace )

c Bumpers Amendment Considerations
In terms of the Bumpers Amendment which 1s directed at protecting
US agricultural exports from competition from USAID-assisted

countries, four observations can be offered,

* The three prohibited crops, sugar, palm oil, and citrus will
not be dealt with 1n the Actavity,

* Of the five currently assisted crops, as well as the
suggested crops for the future (papaya, rukber, ginger,
etc ), only minimal levels will be sent to the export

markets in Chile and Argentina, and will not at all approach
the one percent threshold level of US exports in terms of
"significant injury" or "significant impact”,

* The quality of even these minimal exports wili not approach
that of US exports for many years and will therefore not
represent competition in any real sense, and,

* Lastly, Section 599H of the FY 1990 Foreign 2ssistance
Appropriations Act specifically waives the Eurrers Amendment
in the countries of Boli 1a, Peru, and Jamaica w«~here AID
funds are used to " crcmote crops which car sconomically
be grown in the coca proaucing regions of these countries "
Also, Section 14 of the International Narceotics Control Act
of 1989 (P L 101-231) renders inapplicable those sections
of the FY 1990 Foreign Assistance Appropriat.ons Act that
restricts activities to promote the production of an
agricultural commedity for export which would cocmpete with a
similar commodities grown or produced in the US,

" provided this assistance 1s part of crop sabstitution
activities in the narcotics control effort "

d Forestry and Agro-Forestry

As was stated above in the Background Section, as w21l as in the
Envaironmental Assessment pertaining to this Activity, the soils

of the Chapare range from gocd to poor with the majority of soils
being in the poor range Add:iticnally, much of the land mass 1is
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considered fragile due either to its steep slope, water logging,
low pH levels, or the extremely thin nature of the so1il i1tself
Lastly, in the case of land which 1s currently planted to coca,
or which has recently had 1its coca eradicated, the soils are
especially deficient in plant nutrients due to the coca plant's
efficiency in absorbing soil nutrients, and to the fact that all
of the plant's leaves are harvested leaving nothing to replace
the so1l's organic matter and the nutrients i1t contains

These factors will leave CONCADE implementcors with twoe choices as
to what to do with these lands depending on the severity of the
soi1l's degradation On the poorest soils, especially those which
have been heavily degraded, are on steep slopes, or which are
particularly eroded, forestry, defined as the planting of non-
commercial varieties of trees, shrubs, or grasses 1s the only
viable answer

On lands which are less degraded, less slopred, and still have
some agricultural potential, the use of agro-forestry practices
offer an interesting alternative This technology usually begins
with a cover crop such as rice Once tne r:ce i1is harvested,
bananas, or a similar semi-permanent crop 1s planted at a density
less than what would normally be recomrandea As the banana
plants begin to grow, commercially valuable tamber varieties are
planted either amongst the banana plants or alecng the borders of
the kanana groves

As the years progress, usually up to ten years, the banana plants
are gradually thinned to the point wheres the tree canopy begins
to close At this point the bananas are tctally removed and a
gradual thinning of the trees takes place Even these trees
which have been thinned have a comrerc:ial value in the form of
roof rafters, fence poles, and other s.milar uses By twenty
vears many of the trees species will ha 2 rzacned the point wnere
they can be harvested and sent to sawm.lls Zor processing 1in-tc
sawn lumber

The FAO, with funding from the UNDCP has alrsady begun prograns
in fcrestry and agro-forestry in the Craparsz which have met with
some 1initial success As was discussec abc = in Section III B
1 , the UNDCP plans to have US$ 8 0 mil.ion available for these
actai-rities which will cover approximate.y 800 hectares and 400
farmer plots The Mission, through CONCADE proposes to further
assist these programs through a "buy-ir" with the UNDCP This
not only makes good sense in terms of tne EActavity's desaign, put
it ccmplies with a strong recommendaticm made in the Mission's
Environmental Assessment concerning ths Charare The amount of
the puy-in would be up to $1 0 million per _esar over the five
yvear life of the Activity depending on the zrailability of funds
Since this would entail a separate contract «~ith the UNDCP, the
Contractor for the Activity shall only be c-arged with monitoraing
and reporting on the progress of the FAO, and in making a yearly
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recommendation to the Mission as to future funding, but would not
be responsible for 1its achievements

3 The Role of Credit
a Production Credat

Past experience has shown that credit for production purposes has
not been successful among farmers in the Chapare In some cases
cash credit has been diserted to uses other than those for which
1t was intended, while 1in others the payback rates have been
quite low It 1s also thought that many of the farmers which
have signed coca eradication agreements consider the provision of
credit to be part of their entitlement for coca eradication and
therefore feel no obligation to pay it back (AGROCAPITAL, a
local NGO, originally setup under CORDEP to provide production
credit 1n the Chapare experienced a 34 percent default rate
caasing the agency to lend elsewhere 1in the country where 1t has
experienced an average default rate of only 3 percent ) It
should be pointed out, however, that until now marn; necessary
agricultural inputs have been pro iced for free or at highly
supsidized prices Once these subksidies are liftea, the demand
for crediat, either formal or informal, could rise substantially
On the other hand, farmers might simply forgo the use of
agricultural inputs, especially fertilazer

As a result of the above, productior credit 1s not being proposed
as a component of the Results Package Nevertheless, the need
for credit shall be monitored from time to time through the
NGOs/private companies and a production credit component could
possibly be provided in the future In no case, however, would
+r1s involve cash credit, but would rather involwe vouchers which
czuld be redeemed from input supp.., hcuses in the Chapare,
Ccchapamba, or Santa Cruz

b Investment Promcz-ion Credit

A more feasitle need for credit, and a greater chance for
repayment, would be i1n the area of i1nvestment promotion credit,
particularly as an incentive for potential investcrs who would be
willing to establish facilities in tne Chapare, agraiculturally-
based or otherwise, for a whole range of activities from canning
factories, to juicing and pulping facilities, to textile assembly
plants For the purpose of providing incentives, a credit
guarantee fund shall be established 1n one or more interested
banks which would on-lend to interssted entrepreneurs Selection
and lending criteria for these loazns will be established at the
AMU level during the early stages of Activity implementation

This program shall be linked with the GOB's recently proposed tax
exempt legislation for entrepreneurs willing to locate in the
Chapare
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Precedent exists through FONADAL for this type of arrangement
In this case FONADAL placed US$ 400,000 1in a local bank for on-
iending for investment purposes in the Yungas These loans are
granted at 12 percent with 4 percent going to the bank for its
administrative expenses and 8 percent being channeled back into
the fund for maintenance of wvalue purposes and future lending
The use of AGROCAPITAL for this purpose shall also be explored
during Activity implementation

4 Alternmataive Develcopment Policy Unit

The promotion of Alternative Development and i1ts consistency with
eradication and interdiction efforts 1s a difficult and
complicated task involving many different activities including
policy issues both at the Vice-Ministerial level and at the
legislative level Assistance in this area shall be provided
throagh the Contractor to the Vice-Minaistry for Alternative
2eelopment in the form of a Pciicy Unit composed of an
expatriate or senicr FSN professional advisor hired through the
Contractor, with the concurrence of the Vice-Min.stry, plus one
iocally hired expert to be pro-ided by the Vice-Ministry The
rersonnel of the unit shall rercrt directly to the Vice-Minister
for Alternative Development

This unit would consider such i1ssues as investmert incentives,
export incentives, taxation on agricultural supplies and
equipment, land titling and adjudication, a~d pessibly the co-
oraination and reviews of pre-feasibility in estment studies for
pri-rate sector i1nvestment The unit shall coord:inate with export
and ‘or investment promotional companies wherewver possible and
rely on the Activity's information system for key data when
necessary Additionally, this unit shall be expected toc carry
o4t continuocus technical analyses on topics sucn as markets,
crocs, avallable export supp.y eradication compliance w~ith
"Zero Coca Agreements", and othler tecpics regardi-g Activity

-

clxz, 1wplications

s

5 The Use of Subsidies and Incentcises

Throughout the implementation of both CRDP and CCRDEP, the vast
majority of goods and services provided to farmers have been
partially or fully subsidized including plarnting material and all
other agraicultural zinputs, on-farm infrastructure such as cable
~ars and packing plants, as well as less tar~gible 1tems such as
agrzcultural research and techrical assistarce Several well
rlaced sources agree that the majority of farmers riew these
subsidies as an entitlement resulting from coca eradication
activities, while others who, might or might not, have eradicated
their coca simply view the subsidies as a donor welfare program

CONCADE will endeavor to reduce, or even el.minate, these
subsidies over time on a case by case basis For fertilizers and
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cther agro-chemicals no subsidies will be provided from the
peginning Subsidies on such i1tems as planting materials,
croductive 1nfrastructure, and road maintenance will be reduced
and possibly eliminated over the life of CONCADE, while
agricultural research, extension, and technolegy transfer,
~owever, will remain subs.dized

ust be admitted that the successes which CORDEP has

istered to date in terms of volumes of produice and alternative
~er 1ncome can be direct.y relatsd to the levels of subsidies
~#r1ch have been provided In the absence of these subsaidies,
strorg interdiction and eradication campaigns will be required
for farmers to choose alternative development except 1in cases
where the economic development efforts have been consolidated to
the point where technologies are proven, marxects are assured, and
.ncreases in farmer income are clearly evidert

diticraily, USAID-funded subsidies in the ar=a of planting
~aterials ard agro-chem.cals in the past have actually
constrained the developmrent of private sector pusinesses 1n those
areas within tne Chapare The reduct.on and eventual elimination
f these subsidies i1s tnerefcre seen as a pctantial stimulus for
-czal pus.nessss 0of this zyce

Ir tne rew Activity, as Ifar—er groups are ass.sted, be 1t through
ar NGO or a private consu_-t.ng firm, an assistance agreement
E_.ther as part of the Zero Czca Agreerent, cr as ar amendrent to

-t )}, snall be signed wit~ =2acn group specifyinig the type of
assistance to be provided (.ncluding frequercy, quality, volumes,
etc ), what portion of the assistance will be paid for by the
group (includ.ng tne method of payment, wren, and how), as well
z2s a scredul.ng, or "exit strategy" wrich wi.. determine a
zracdda. reduc:z.on of sups.d._es balanced agar-st a gradual
zgsLTpt.2m 0f most costs of tre assistarce kb=2_mg provided to the
Irour

It s~c.la be pcintea cu:z, howsver, trat tn.s —=cthodology is
=~oug~T o be possiple ir tr-e case of targ.c.s go ods such as
agrc-C”e“‘ca‘s, planting mater:ial, on-farm _—Irastructure, and
Iranspcrtat.on services, cut will most l.kely ot be p0551ble for
_ess ta“g*ble services such as research, tecnr-cal assistance,
ard extensicn services Since these types ¢I services are less

-1kely to be tied to actual results, at least -n the eyes of
farmers, 1t .s highly prcbable that they w_.l1> mot be willing to

assume L-ese Costs Additionally, there .s __.-t_.e precedence 1in
zne world, e.ther developed or developlng, fcr farmers actually
vaying for these, less tangibie, types of serwv_ces directly

Nevertne.ess, tre Ccntractor shall seek to devslop an "exit
strategy" for these less tangible services as well 1n an attempt
To attain a degree cf sustainability once the Activity ends
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6 The Role of Agricultural Organizations
a Farmer Organizations

Farmer organizations represent a key element in the agricultural
continuum described above Providing technical assistance to
individual farmers, except 1in special cases (eg demonstration
rlots), would be uneconomic and beyond the scope of this
Activity Therefore the NGO/private companies w..l necessarily
zeal directly with farmer organizations of varicas types
Tuarthermore, since CONCADE ass.stance will be conditioned on the
signing of Zero Coca Agreerents by communities and/or farmer
crganizations, 1t 1s only natural that these same communities
and/or farmer organizations would be the recipients of CONCADE
sSuapport

It has been noted that Bolivian workers are perhaps some of the
~ost organized 1in the world, and 1its agricultural sector is no
exception (Whether this type cf organization results in
_ncreased power, or not, can ke debated ) At least six general
categories of farmers/agricult.ral workers exist in the Cnapare
-~cludirg by region from ths s—ailest to the _argest, urnions,
ca2r~trals, and federations, py crcp, local proaucer grours and
assoc.ations, ard often by grcaucer cooperat.ves as well
~r.chever the type or level of organization whicn chooses to sign
~he Zero Coca Agreements, .t .5 the members of tnat organ.zation
«70 wi1ll become the targez cuistorers of the Activity

assistance provided by the NGOs/private firms to these
crganizations will be of two general types as set forth in the
Zero Coca Agreements agr.cult.ral support including, inputs,
.rfrastructure, technical ass.stance, and trainirg, and,
crgar.zat.onal strengtheri~g 1-c_.ding, management and

aa~.m_strative trainirg a-d techrical assistance, accourz.ng
crocedures, and general lega. Sarport In order to carry odt
zn.s zype of assistarce, tr= NZ0s/private compan.es sra.. nave
we types of techniciars,f.=_.2 agents agr.c.itur.sts ara
crgan.zational development/r.s.ness managers Trese twc zZypes of

cecnn.c.ans wiil often werk as a team i1in dealing w.tn each
crgan.zaticn, wnile in some cases they will work .ndivicaaliy
zspena.ng on the actual neeas cf the organization In some cases
~ne technicians will work w.:th tne entire membership of an
organization (eg 1n general training sessions), while in other
cases they will work with selected members of the organizations
~Nnose jJob will be to pass or tre information to the rest of the
—~emnbership

b The Agricult.ral Chamber for the Tropics

Tne Agricultural Chamber for tre Tropics has recently been formed
to promote licat Chapare agric.ltural production and the
promotion of Chapare products The Chamber includes prcducer
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organizations, agro-processors, purchasers and whclesalers of
agr._c.ltural commodities, 1input suppliers, and cthers Activity
sapcort to this organization will only pe prov.ded in terms of
~.nsTitational strengthening ass.sta-ce and training but not ain
tne form of infrastructure such as offices, vehicles, computers,
or orerational costs It 1s tnougr:c that althougn this
crgan.zation can piay & vital ro.e in tnhe develcpment of
agr.calture 1r the Chapare and .n representing ard defending the
rea2s of 1cs rembers, 1t needs to muster suffic.ert reso.rces

W.27.0 128 mempership to covar thase types of costs
7 Infrastructure Deve_oprent

Past Mission social infrastructure activities in the Chapare have
beer. principa.ly l.mited tc rocaa upgrades/improvements This,
a.ong with miror centr.putions from other donors ras resulzea 1n
the Crapare ha.ing the highest aensity of roads per square
K.icreter .~ T-e countr For tnis reason, CCNZATE will n-e
corcerned pri—ar:ily witn promoting tne ma.nte-a~ce of the aliready
3,000 kilometers of existing terctiary roads (car.ros vecina.es)

ir tre Chapare Nevertheless, and wnere approprr.ate, commun.ties
1g~t opt for cable way systems .rstead of roaa .~provemert or
ai-tenance

Nr__e thess rcaas rave nc doubt =
agr.cd.tura. .-puts and prodice 1
are ofter seer py tne locar .r-ap.t
governmert off_c_a.s, as "CCRDEP?P road
therr respoms_cility i1n terms of mainterance

_l.tateda e ~cvemrent cf
n and out ©f tne Chapare, tray
ts, as wa.. as local

s" and trerafore outside of
T~.s view has been

R

furtner exacerpated by tre w.llingress of CCRIZEF .mplement.ng
entities o ma.ntain rcads when necsssary to tre exclusion of the
local wmur.c.pa-.ties ara local inhabitarts rurT-ermore, once
trese roads wsrs 1Tprovel, tney wers re.sr Ifcorma..y turred o.ar
£O =Zne Mmur.c.ri..t.es

As a res.lz ci zre Loca. Partic.pat.om lLaw L2 22 Part.c.rac.én
Pop..ar, rasss2 1n 199%5, tne respensS.c...-y; f2r --=2 ma."z=rance
of tertiar. rcads was g.vem ZC Ire Tul.C.Ta..T.SS Nevertneless,
acgeguate f.-a_~g leve.s o accoTr..sr L-.3 resrows.bility have
never peer prc ided Issues cf s.sta.rap.l.t, as.de, tn.s has
res.ltea .m a aesaa.ock petweer CORDEP, wh.z- or.y nas the

R
capacity to ma.mta-n approL:mately one tr.rda oI :ir-e rcad network
per year, a~d tre muric.paiities whuch have re_t-er the f.nding
ror the irterest ir mwa.ntaining the vast rator.:ty of the rcad
necw~ork

The Contractor shail at-empt to change th.s re’la-.onship of semwi-
depsndency, as well as a total lack of susta.rac.l_ty, .r variouds
ways 1ncluding 1) direct planning and dec_sicr making with thne
munzcipalities to prioritize which roads wcula pe maintained and
when, 2) a formal turning over of roads tec the muricipalities
once tney have been improved or maintained, 3, relying more on
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Producers' Associations, which have a vested interest in having
adegquate roads, to provide labor, materials, and cash payments
for the improvement/maintenance of "their" rcads, and 4)
providing support (technical assistance, training, and equipment)
to the recently created municipality association in the Chapare
(EMISBA, which includes the three largest municipalities }, which
1s attempting to pool 1ts rescurces to be better able to address
tne proplem of road improvemert/maintenance 1in their respective
areas of influence

In order to change tne currert methodology of totally subsidizing
road .wprovement and mairtenance, the Contractor shall work with
tne mun.cipalities and producer associations to inform them in
the strongest terms possible that all future road work will
pecome the responsibility of both groups (See Section IV C.)
If these percentages are not met, the road(s) simply would not be
improved or maintained Fcr those expenses wrich would have to
be covered by cash payrents, these would be proratea among the
three participants as well and should be made available before
any work would begin

© tr.s time 17 18 nct «kncwn wrnich of the two prokarle mechanisms
woula e the most eff_cienz, ard Least corrup-_ble, to actually
perfcr~ <he work of improv.~¢ and maintaining the rcad network
EMISBA could be strengtnened =0 tre point wnere 1t could have 1its

own poc. of road macnirery, and skilied operators and engineers
to dc z-e work themselves Cn the cther nana, 1t m_.ght be more
effizc.erc for the muricipalities or AMISBA to nave 1ts own
engir=er ‘supervisors but to contract out to the private sector
the actual construction work required Botn models shall pe

tested dur.ng the first year of the Activity with the most
aprrcpr-ate one being chesen for use in surseguent years

1
1

(
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8 Coord.—mated Publ.c Awareress Prcgram 'TUSIS)

a I~treducticn
a S a:es I~Isrmat.or Service (USIS _.r Bol.v.a designs,
a impiemerts tne US mmnacsy s Publ.c Affa.rs Strategy
ng courter-narcotics efforts USIS 1s the US government's
affa.rs agency, authorized to dissemirate public messages
arnat.on with the other agencies of the US Embassy
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b Objectaives

The Empassy's primary goal 1is to halt the proauction of coca and
coca derivatives that fuel international narcctics traffaic
Embassy cbjectives which address this goal include significant
annual net reductions and eventual eliminaticn of 1llicit coca
cultivation, more effective interdiction, heizntened public
awareness, and viable alternative development
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The principal communication objective 1s increased public
awareness of ard support for ccunter-narcctics issues and
pol.cies, ard a broader understanaing of relatiorships betwes-
law enforcement and democratic responsibility

The followi~g polnts summarlize the comr.n.clat.on goals and
objectives of USIS and the other cooperati~g agencies .n mattars
concerning tre eradication of coca, altermat..e develcpment,
i1nterdict.cn ard prevention

Qur various cormunication efforts aimr to

* increase understanding of participat.cn .r ard s.pport for
the gcals of eradication, interdict.c», preventicn, and
alterrative develcpment (in urban a2 ccca growimg regic-s ,

* help to correct the m.staken percert.o~s that ex_.st
concerr.ng this effort (fcr example, —-at alterrzzive
development aces nct offer viable escc-cm.c prof.ts, t-az
there 1s no private 1nvestmert in tre Chapare, cor that
private 1investmert damages t-e farwmers, that tnere are rc
famil.es of farvrers wno nave benefiztea from alzzrnarcive
davelcopment, that there are mo mar<sts for alterrative

develicpnent crops, tnat the eradica:t.c~ programs nar~ ~.—an
rights, ar~a tnat tne US govermment .s v.olating —atioral
soveresignty), and

* inform tne Boliv.an public about US eiicris o raduce .o
own decrestic demard for 1llicit drugs ara to cocrerats w._th
other international counter-narcotics programs

c Strategy

Tre fc_low.rg strategy .S plvotal Lo exp.a.-"."g tC target
z.zlences tre princ.pa. goals cf tne Empass, s CCc.mIer-narssIocs
strzTeg Trat a v.gcrc.s _aw ericrcemert 3T LnITara_ciuom
crogram, csupled Wit" vOouurtary a~d 1nvol.-tary eraa_caticn
effcrts, w..l force coca growers ©o sesexk 2ITmeY, L_C.iz
al-ermnatives t-at are eccrormically viabis JSAIT-spc-soreq
alterrative developrent progrars ard Boliv.a's ge-=ra.
developmen: efforts rave provided real cpporturit_es Ior
trousands of Bolivia- Ir order to comru~.cate Tn.S messags,
USIS will use various communication med.a, irclua_ng .SIS-
rroduced newspapers sucn as the quarterly "El Nuevo Crapare," TV
sceTs and occasional programs suc- as "la Ctra Cara, the ~c-z-_¢

"Gran Angular,”" and otrer media as appropr.ate

(
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The elements of the Strategy are

*

Three Audiences

The USIS strategy has three ma.n target audiences urban
public opinion leaders, urban pub.ics who often have
ambivalent views on peasants' "rights" to grow coca, and on
the coca growing population of th= Chapare in general

Ccordination

Tre i1mplementation of the Pur.:c Affairs Strategy needs two
levels of very close and ful. coordination to facilitate
administrative decisicons (such as budget approval from each
agency for every specific project, agreement on the need to
produce messages that suppor:t the policy, etc ) and to
produce the projects, select the dissemination media and
support the political decis.crs

1 FHigh level coordination awcng and betweer the various US
government agencies will be estabiisbed Tre Counter-
Narcotics Policy Group (CPG 121 have pr.mary
responsibil:ity for policy dec.sicms, carr_ea out through its
weekly meetings The CPG w___. dei.ne pol_cies and messages,
and will approve budgets fcr tre .mple—ernta:z.or of the
public affairs strategy

2 A working level coordinat_on will be estaplished, with
the essential function of articulating tre decisions of the
CPG 1in the 1dentification cf projects, media selection,
def.nition and implementaticn of each of the communication
prolects This level of cperational ccorairat:on should be
forred by representat.ves cI JSAID, NAS, MIST, DEA and USIS,
as well as GOB rzpresentat..=s, specifzcall, DIRECO, PDAR,
FCNADAL ara the Vice-min_str; of Altermaz_ve Je elopment
The jo.nt work among the ags~c.es .nvclved .1 both levels
should acr.eve a very coccerative ccora.ration of efforts,
ara maximize the beneficia_ rasults of =2 strategy

d Results A Crarge 1in Attit.a=s

The work carried out during recent years has generated a dramatac

change in opinions expressed by 1influential leadsrs who regularly
publish their ccmmentaries in the media of La Paz Ccchabamba,
and Santa Cruz Since 1994, USIS has been monitoring public
opinion in the press The following significant changes have
been observed

*

In the last four months of 1994, positive op.nions regarding
alternative development were 39 percent of the total, yet by
the first four months of 1958, positive opinions had
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increased to 66 percent, neutral oplnlons were 33 percent,
and negative opinions had dec..—=2d to only 1 percent

* Cn the topic of eradicatiocn, auring the last four months of
1554 pcsitive coplnions were 52 percant, but py the first
focur mcotns cf 13898 posit_ve cp.—.cns had .-creased to 82
percent

Cvera.. <c©~.s crarge of att.tude .- puacl.c op.m.c” or the 1issue

of zl_.ciz arugs .5 signif_cant, 272 w2 seli2.2 ©-aIl 3 New V1ew

of tne po..c.es ¢I the war on dr.gs ~as ce=n created

As ar =xarp.e c¢f zn.s crange, surve, ras..ts ."a.cate that at
present a mazority of the pubch Z~."xs that .t _.s necessary to

eraaicace 1..icit coca, that alter-atz_ve deve.opment now offers
better and more tangible results _~ cc-pariscr to past years,
that __..c.t drug consumptior is <~ T-=2 rise .™ Bclivia, that
mo-2y _z.72er.ng .s taking c2 rarrssanting a corr.pting force
1m soc.=2ty, and t-at there .s a retcer L-aers:ia~d.ng of the
pol_c.es of tne US government w_t-~ Zess sympatnv for opposition
poOsS-t.2"s ¢r ccca-producing grc.rs

2 Tne Compone~Is
I~ raczs-7 vears, the apove strataI ~3s ceer _~o.2merted as a
res..t cf 7mu.tilateral negotiat.cms 3~2~3 JS5IS a~a otner USG and
3C2 azs~c.2s NAS, DEA, USAID, FI3F, 3-2 otrers T~rough the
ut._.zzz1or of betn levels of cocra.-aT.cr asscriped apove, tne
gca. .s to employ tne coordinatic~ —=c-a~isms ara def.ne the
tas<s cf eacr one, with the purpcss cI rsachirg tre optimal
aes_g~ metncao.og.es, thke apprc.a. cI corcepts ard budgets, ard
t~2 prczuct.on of components
T~z ccmpomeris 0f tne strategy Icr LroaT oarc ruira. a.llences ra.oe
ce2= _zzwz_Z_=2a a~d selectea fzor Trz =2- =2ffeczt. 2-=2ss in the
ga~=rz-._o" -I _rcrs2asing S.TTCOYT AT TAYrT.oT.TET.c” 1™ the
CCLII=x-TaYIIT.CTs opject.ves I I-= .3 I =r--2-I and tne GCE
Tma rcrs sr=c.f.c opjectives oI T-=2 stratsegy, Torougr the use oF
t=e var_o.s —=d.a components ars _~Cr=2aseld s.prort for and
par-.c.rat_c~ 1n tre eradicat.c- Trcgra~s  .~creased support for
ana par-.c.pat.on in the alter-azt_ = 2= =2_or~s-: programs,
prcmot.cm ¢ pupl.c 1nvestTert -2 Crapars . aers-andlng of
tne progrars agairst the traff.c<_-g oI crec.rscr chemicals,
mCcTay la;rcer¢hg, and drug trafii_c<x_-z _-cresasea support for t-e
strengt-e~_-z cf crganizat.oc~s cI Iar—=rs w-C ars prc-alternati =
de =.crmert, a-d -nvreased suprcrz I T-= commum.ty for law
erizrce~e~z and tre rejecticn ¢I ____C_T arug ccrsumpIion
Basad c~ tre successful exper_e-ces I racer: years, USIS has
createa eleven media components, s.x Izr urba- and f.ve for rurail
auwa_erces Tach one of these ccrrz-=-1s cormr.nes the human,
firanc.al, t=chnical, and logisz.ca. rssocurcas of the US
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government agencies and 1ts counterparts in the GOB, 1.e USAID,
the Narcotics Affairs Section (NAS), the Military Information
Support Team (MIST), the Drug Enforcement Agency (DEA), the Rural
Alternative Development Program (PDAR)}, the National Fund for
Alternative Development (FONADAL), the Office of Agricultural
Conversion {DIRECO), the Vice-Ministry of Alternative
Development, the Rural Mobil Patrol Unit (UMOPAR) and the
Counter-Narcotics Special Task Force (FELCN)
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V PERFORMANCE MONITORING PLAN (PMDP)
A Thre Present Situation

The present CORDEP system uses Microscft Access software and
collects aata on approximately 35 intermediate indicators,
roughly half of which are directed at measuring performance,
while the others can be called informational The sources of
data are princivailly two, 1nclud1nc tne meontnl,s reports of the
Contractor wh.ca detail monthly activicies, and those of tre
three NGOs wh.ch provide field dafa througn the sub-contractor
charged with supervising them While IBTA Chapare and Caminos
Vecinales alsc provide information to the system, 1t 1s often not
provided on a tirely basis and 1s sometimes incomplete DIRECO,
the GOB agency charged with eradication, deces not provide any
information tc tons CORDEP system, and in fact, the system
contains almost ro i1nformation concerning ccca

PDAR currentl,k "--a.idates" the informatior rro.ided by the NGOs
by visiting ard sarveying a sample of farvs However, this
ralidation on-  ~easures inputs (sesdings csl:i ered, visits by
extension agerts, etc ), rather than measur.mig outputs (increases
in production ation, etc ), whica

cr _—come, hectares urdsr c._
ig a serious fa:s.

=ng of the validaticr prccsss

As an informa. ccmtrol, the current ccntractcr also conducts an
annual sur-e, cf =-5 percent of the farmers .~ 1zs data base A
different gro.r -s su*veyed each year «h.c- allcws for an
expansion in t-e s.rvey's geographical ccr=rags, but which does
not allow for z —sasuring of change o'er t_.~2 within each yearly

10

group Th.s -Icr—al control mechanism w___ be maintained under
CONCADE

B CCNCATZEI F=gu.rements
Vany aspects ¢I t-2 current CORDEP Pericr—za-ce Moritoring S,stem
are varid ana Z.rctioring well, #h..2 2:-rers are not The BEMP
for CONCADE, t:c k= designed and imp.s~=—tecz z, tne Contractor in
co-ordinatior ~.-~ the PDAR, will buai.d o~ e strengths of its
predecessor wr.le adding several areas of a collection deemed
to be current. ©.ss.ng Coordination kecz n ard among the

Contractor, wr.cr «111 carry the main rest
management of <~z system, and the various
provide infor—az.c~ tc the system, as we..

informatio~ f£rc™ -2 system, will ke _~prc
efficient

~.p.l1t, for the
agencies which
receiving

a~d made more

(.)() 3 ()
h W ) 3 s ot

(22u w3

Additionally, CC! CXDE will require seteral altesrations to the
CORDEP Informaricm System First, and mos:t important, 1t will
have to track information concerning coca .—cluding number of
Zero Coca Agrsements signed, number of far_.ies included in the
agreements, numoer of hectares slated for =sradication, the time
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frame for eradiacation, and the number of hectares actually
eradicated This i1nformation should be provided by DIRECO, but
to date, DIRRBCO does not track information concerning the Zero
Coca Agreements Rather, these agreements are tracked by PDAR,
although not adequately Nevertheless, the agreements contain no
information other than the name of the farmer organization and a
statement of their willingness to eradicate In the future, all
of the 1indicators mentioned above must be included in the
agreements, and they must become part of the DIRECO data base and
be reported to the Contractor on a timely monthly basis As part
of 1ts validation responsibilities PDAR will have to monitor
farmer organization/community compliance with their respective
agreements Additionally, to assure the timely and efficient
flow of i1nformation between PDAR and DIRECO, a PDAR staff member
shall be seconded to DIRECO as was explained above in Section IV
A

The PMP will be improved upon and made fully operational by the
Contractor and will be integrated into the Results Framework
described above in Section IV B This Section also details the
units of measure to be used, the source of the information, the
frequency or schedule of data collection, and the responsible
office for providing the data

The Plan will receive and provide information from wvarious
sources including the Vice-Ministry, PDAR, the AMU, the Policy
Unit, the Marketing Unit, the IBTA Unit (including the

NGOs, private firms and the Product Line Managers), and the
Infrastructure Unit (including Caminocs Vecinales) In order to
accomplish this, each unit will have to establish and maintain
1ts own data base containing information appropriate to its
activit.es and progress towards achieving its CONCADE-established
resulss and related targets Additionall,, at each individual

le -2l unzc the data collected #1l1ll serve as the basis for the
elaporation of annual operational plans tc guide the
1mplementation process through eacn coming year These will be
consoliaated 1n tne early years of CONCADE by the Contractor, and
in later y=sars by PDAR

PDAR wiil be a key organization in both providing information to
the data base as well as receaiving infeormaticon from it, and, in
fact, will house the data base from the beginning of CONCADE As
the Activity begins, staff of the Contractor will actually manage
the data base while gradually training PDAR 1n 1ts operation,
managerert, and use Once the PDAR staff 1s deemed by the CN/SOT
to be sufficiently trained and capable of managing the data base,
i1t will be officially turned over tc them From then on, and
until the end of CONCADE, PDAR's management of the data base will
be evaluated/validated on a twice yearly basis by an external
firm with competence in this area Once the data base 1is turned
over to PDAR, however, the Contractor shall continue to manage
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and operate 1its own data base in order to assure the efficient
accomplishment of 1its responsibilities under the Activity

The data base will alsoc benefit from validation in at least to
ways First, the Annual Survey mentioned above as part of the
CORDEP information system will be continued by the Contractor to
allow for a spot checking of information If any major
divergences are encountered, a more, in depth, evaluation by the
CN,/SOT or an external firm Secondly, the use of an external
firm will be used to validate the informat.cn peing provided on a
twice yearly basis This will include the Contractor in the
initial stages of Activity implementation, and PDAR in the later
stages as was mentioned atove

Lastly, the financial management systems of the various GOB
agencies working with CONCADE, plus the Contractor, must be
integrated to provide consistency of financial and result
informaticr in both format and content This set of data will
rniecessaril, become part of the CONCADE data base and w:ll be used
to more efficiently manage Activity responsibilities ke they by
the Contractor, PDAR, or a combination of both

Ot-er additional areas of i1nformation which ars currenily not
being col.ected may inc.uase

* Credit, both forma. and informal, investment and production,
terms and repayment Iates This will particularl_  apply to
the Investment Prorction Fund where hard data will
originate Neverthe.ess, information on farmers needs for
production credit, especially as subsidies are tasen off,
should be tracked

* Inpu: usage, are far—ers using the recomrended irputs?
* Land Cwmership, ars farwers willing to invest 1r Tneir land?

Do t=e, ha.e tit.=2 s~1ch a bank or other financia.
intermned.ary wil. accept?
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VI ENVIRONMENTAL CONSIDERATIONS

The following summary has been extracted from the June 15, 1998,
Environmental Assessment, "Elimination of Illicit Ceoca from the
Chapare", prepared by the Regional Environmental Officer, Quito,
Ecuador

A Summary of Alternatives
{1) Alternative A No Action

USAID would cease to provide any support to the GOB for the
eradication of coca and implementation of alternative development
activities in the Chapare Other bilateral donors , the United
Nations, and Bolivia 1tself would be likely to continue to
support alternative development but are less likely to provide
financial support for eradication The total level of funding
for both alternative development and eradication would be
unlikely to attain that contemplated under the Special Objective
Belivia's efforts to eradicate coca would probably be reduced

{(2) Alternative B Coca Eradication without Alternative
Development

although the US govermment would continue tc support coca
eradication, 1t would not continue to finance alternative
development Other bilateral donors and the United Nations might
continue to support alternative development, put the total level
of funding would fall A lower rate of coca eradication would be
likely, since the incentives for eradication, such as road
improvements, technical and marketing assistance, and credat
provided through the altermataive development program, would be
reduced

(3) Alternative C Coca Eradication With A_ternati -e Development

Alternative C would combine coca erad.cation ~ith alcernative
development USAID will finance the implementation of the
strategy that i1s described above in this document This strategy
provides the most detailed descraiption of the actions proposed to
achieve the SO that was available to the EA Team

B Recommendatiocn of Preferred Altermative

The Environmental Assessment recommends tne proposed alternative,
Alternative C, Coca Eradication with Alternative Development

The eradication of coca from the Chapare would reduce the severe
negative, long-term, irreversible environmen:tal impacts of coca
cultivation and processing If successful, alternative
development would provide former coca farmers with reasonable
alternatives to coca production They would thus be less likely
to continue to cause negative environmental impacts through the
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practice of low-productivity, shifting agriculture, including
coca cultivation and associated deforestation Fewer former coca
farmers would migrate to cities, causing associated problems of
sanitation and contamination

Under Altermative A, No Action, by contrast, lack of financial
resources would severely weaken Bolivian efforts to eliminate the
cultivation and processing of 1llicit coca and provide
alternative sources of i1ncome to coca Consequently, the high
financial rewards and low risks of coca cultivation would
continue to make 1t an attractive alternative to the difficult
living conditions in other parts of Bolivia Coca cultivation
would thus continue to stimulate deforestation and contamination
in the lowlands of Bolivia

Alternative B, Coca Eradication without Alternative Development,
would eradicate coca cultivation and processing in the Chapare,
thereby eliminating their negative environmental impacts Former
coca farmers, however, would not be provided ~ith alternatives to
coca Social and economic instability would be likely to result
Many former coca farmers would be likely to —agrate to more
remote areas, less under tre contrcl of the gcvernment, where
they would clear forest, practice shifting agriculture and
possibly return to coca production  The negative environmental
impacts asscciated with deforestation, coca cultivation, and
processing cof coca leaves wculd thus be like.y to continue Some
former coca farmers would be likely to migrate to urban areas,
causing negative environmental impacts such as poor sanitation
and contamination

Table 1 compares the projected environmental 1mpacts of the three

alternatives 1n relation tc the significant srironmental issues
tha> were _Zdentiaified during the environmenta. assessment
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Table 1 Environmental Impact Alternatives
Sagnificant Predicted Environmental Impact
Issue

Alternative A

Alternative B

Alternative C

No Action Coca Bradication | Eradication with
without Alternative
Alternative Development
Development
Road improvement Negative Negative Positive
& maintenance Direct/ind.rect, | Direct/inairect Better designed
widespread widespread & maintained
negative irpacts | negative _mpacts | rural road
from road from road network
construct.on construct.on
Recuperation of Negative Positive Posative
former coca Direct/.rd.rect Elim.nat_.c~ of Elimination of
fields long-term w.aespreaz direct/indirect

negative impacts
from
aeforeszaz_cn
a1d ercs.c— d.e
to cont.m.=1

negative _Tpacts
of ccca
cult.vaz.cn

long-term
negative impacts
from
deforestation
and erosion aue

cartivaz.zm a~d to coca
process_ng cf cultivation and
coca processing re-
vegetation
reduces short-
term negat.ve
1mpacts of
eradication
Disposal of Negative Posaitive Positive
chemicals used Direct/ira.rect Reduct.on of Reduction of
in coca negative _~Tazts | regat.se _moacts | negative .mpacts
processing from ccoz cf prccess.ng of processing
process. g chem_ca.s chemicals
chemica._s
Pesticide use Negat.ve Negative Positive
C.ract .-z.r=cc Z.reZzt _Tz2.resct Reductizs .
~egat. = .TTacT ~23aI. e _"rac:t direct .nd_rect
zn bio-2. =rs.= or £.c~3. ersity | negative .Tpa~ts
ard P.ma~ ~=2a_zr | a~a ~.mar ~ealth | on piodiversity
trom from and human hea.tn

contam.nat._cv
due to

through the
implementation

untrainrea untra.~ed of integrated
excessive ara excess.ve and pest management
unregulatea anreg..azed practices and
pesticide use pest.c.de use regulation of
sale of
pesticides
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Alternative A

Alternative B

Alternative C

No Action Coca Eradication | Eradication with
without Alternative
Alternataive Developmaent
Development
Road improvement Negative Negative Positive
& maintenance Direct/1indirect Direct/indirect Better designed
widespread widespread & maintained

negative 1mpacts

negat.ve impacts

rural road

from road from road network
construction censtruct.on
Type of Negative Negative Positive
agriculture Direct/indirect Direct/indirect Reduction in

negative impacts
on birodiversity,
soirls, and
ecosystem
functioning due
to continued

negative 1mpac:ts
on biodiversity
so1ls and
ecosystem
functioning due
to continued

negative impacts
of deforestation
and agriculture
due to
intensification
of agriculture

extensive extensive on saitable
agricultural agricultural SO1.8
practices practices
Implementation & Negative Negative Positive
monitoring of Lack of tack of ITmp.ementation

mitigation
measures

mitigation/mor.t
or.ng

m.T.gatior/mor.c
cr_ng

ara monitoring
oI m.tigation
meas.res
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VII ACQUISITION AND ASSISTANCE PLANNING
A Institutional Arrangements

The Activity will be managed and implemented primarily through an
institutional contractor which will be ultimately responsible for
the achievement of the overall Results Package and tasks outlined
in Section IV A above The Contractor will also enter into
sub-agreements with a yet to be determined number of NGOs/private
firms which will act as tne lir< between IBTA/Chapare and the
clients/farmer organizations

Additionally, a separate "ouy-in" will be negotiated outside of

the prime contract with the UNDCP for the services cof the FAO in
the area of agro-forestry or forestry Lastly, a separate sub-

contract with the US Information Service will be negotiated for

the Coordinated Public Awareness Program

B Acquisition and Assistance Scheduling

Acguis-tzor and Assistance ActIcms Target Date

CBD nct.ce published 09/04/98
RFP 1ssued py USAID/Bclivia 05r15/98
Cfferer's conference held 10/18/98
Proposals due 1in 60 days 11/15/98
Contractor selected 02/28/99
Contract preparation completed 03/31/99
Contractor mobilization in-country 04/30/99
Persorrel selected by Contractor 05/31/99
Implewentation initiated by Contractor: 05/31/99
NGC/rr_vate firms selection process .n.tiated 05/20/99
Ur.cs 2I Ccniractor fully staffsa- 06730/99
MCJs wo¥< arrargements comp.etsa wlitn

.mrle~entitg entities 07 31/99
WCr< .~_.Z_.atea by NGO,crivate I_rms with IETA 07 15/99
Po_i1cy Unit staffed ana operat.cnal 08 30/99
Management/procurement admiristration

systeTs established 08 30/99
Notes
© Corcraczzcor cfr_ces estab..shed and creraticra. .~ Zcc-abamba and the Chapare
2 ™5 _-z_..3es a.l ur-ts to caarry cut rarketi~g .~Irastructure, technology
transfsr 2-3d _-zcrmat.cm system funct.o-s
3 [7wp_s—2-T.~g s-z.ties inc.ade IBTA Crnapare S\NC T 7 PDAR and DIRECO

(3]
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VIII FINANCIAL PLAN
A Financial Considerations

Due to the somewhat unique nature of CONCADE several financial
considerations will be required of the Contractor which are not
normally present in an Activity of this kind They include

1 Existing Inventories

CONCADE 1s a follow-on Activity to the CORDEP Project As such,
many of tne items whicn would normally be procured by the
Contractor at the initiation of an Activity such as vehicles,
office equipment and furniture, etc will not be necessary during
the first fiscal year of the Activity, with the exception of some
essential computer equipment Rather, these types of items will
be transferred from the CORDEP contractor to CONCADE contractor
as part of the transition process Furthermore, during FY 99,
tre contractor shall perform a procurement inventory of existing
:tems transferred from CORDEP or other projects including those
wnich were under the contrcl of the CORDEP contractor, PDAR,
IBTA/Chapare, and SNC, Caminos Vecinales A judgement will then
be made between the ccntractor and the CN/SOT as to which of the
1tems are still serv.ceaple, which need to be sold at auction,
which can be donated, ard which need to be replaced Once these
decisions are made,tbe contractor shall proceed to procure the
.tems which need to be replaced

2 Financial Oversight, Reviews, and Audits

Since much of the Activity's work will be implemented through GOB
agencies, special fira-c.al oversight procedures will be
recessary on the part of tre Contractor These inc.ude

* Advance requests Zor USG appropriated and Title III
resources for GC2 e-t.t.es, PDAR, IBTA/Crapare, ard
SNC/Caminos Vec.~ales, snall be reviewed and approved bty tne
Contractor prior o submission to USAID/La Paz i1n the case
of USG advances, and to tne Title III Executive Secretariat
in the case of T.zle III advances

* Vouchers preparez by the GOB implementing entities to
liquidate USG ara Title III advances shall be reviewed and
approved by the contractor prior to submittal to USAID/La
Paz 1n the case cZ LSG aavances, and to the Title IIZ
Executive Secretariat in the case of Title III advances

* The Contractor srall provide a copy of the Summary Sheet for
all advance and liquidation requests to the PDAR Financial
Unit
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The Contractor shall be responsible for arranging for annual
audits of both appropriated funds, as well as Title III or
other GOB funds, by any one of several firms approved by
USAID/La Paz Audits shall be subject to USAID guidelines
for non-US organizations and the Mission's FMO shall
participate in the elaboration or approval of the scopes of
work for these audits Audit reports shall be provided to
USAID/La Paz and to the Controller General's Office of the
GOBR

In addition to the annual audits, the Contractor shall also
pverform periodic financial, administrative, and technical
reviews of PDAR, IBTA/Chapare, and SNC/Caminos Vecinales

The PDAR internal auditor shall be required to follow-up on
any issues identified i1in the external or internal audits, or
the reviews conducted by the Contractor

3 Major Budgetary Assumptions/Explanations
a USAID Contributions

Summary taple shcws FY projected obl:gations for FY-98
through FY-2002 However initial CONCADE commitments will
not be made until FY-99

Projectiors take 1nto consideration that International
Narcotics and Law Enforcement (INL) funding for USAID
obligations will not be available before the third quarter
of each FY

Projectiors assume that the GOB undertaxes aggressive and
sustaired =sradication and interdict.cn campaigrs which will
strengther the need for alternative aevelcprent actions, ana
that tne GCB ccmplies with annual ret eradication targets as
agread t> petween tne GOB and the USG

Projectiors assume that complementary ccniributions will be
made by other dorors for counter-narcotics alternative
developmert efforts closely tied to eraaication

conditiona.ity

FY-2002 INL fund.ng will need to be provided to USAID during
the second quarter of that year in order for USAID to fully
expend furds before the end of the Act:ivity wrich should
coincide with the end of FY-2002

From FY-99 to FY-2001, USAID will need to obligate an
average of $14 million i1n order to allow CONCADE
implementing entities to complete commitments with
sufficient lead time to engage subcontractors 1in the
implementation of alternative development activities USAID
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needs about 3 to 4 months to commit funds to implementing
entities and another 3 to 4 months to commit funds to
specific activities Therefore, 1initial expenditures do not
start before 6 to 8 months after funds are obligated by
USAID This means that i1t may take more than 15 months to
fully expend funds received 1n any given fiscal year

b GCB Contributions

* It 1s expected that the GOB will be able to provide a
counterpart contribution of at least one third of CONCADE's
total budget costs which approximately amount to $20
million Title III counterpart resources and other GOB
sources will be provided to partially finance activities to
be i1mplemented by IBTA/Chapare, SNC/CC VV and PDAR

* Projections assume that CONCADE will not cover personnel
costs of GOB implementing entities through the life of the
activity However, USAID funds will be provided in FY-2001
and FY-2002 to partially cover non-personnel funding needs
of IBTA/Chapare, SNC/CC VV and PDAR

* Trocjections also assume that PDAR, as the GOB coordinating
e-city of all alternat_/e developnmert efforts in the
Cepartment of Cochapamba, wiil 1ncreasingly receive funding
support for their operations from other donors

* Cnapare municipalities are expected to increasingly
contribute to the maintenance of road infrastructure in the
Cnapare which will correspondingly diminish USAID
contributions as the Activity comes to an end

* As exp.ained 1in previous sect.ors of tnis document, fund.rg
projections assume tnat s.ps.d.es for planting materials and
critical productive infrsstructurs wil. decrease as farmers
a~d farmer assoclat.ons grad.al./ assame a greater porticn
oI their costs

B Actavity Budget
Table I includes total projected opligat.ons (in US$ mill.ons',
subject to the availability of furds, for the life of the

CONCATE Table II shows USAID annual opligations (in USS$
m1llionst for CONCADE from FY-1998 to F/-2202
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INTRODUCTION

This analysis will cover the following points Phase 1 will
present the internal rates of return (IRR) and Net Present Value
estimates of coca leaf and base i1n comparison with thcse of the
most promising five major alternative crops -- bananas,
pineapple, passion fruit, palm hearts and black pepper While
other crops or activities might be added i1n the future, these
have been the ones on which alternative development has focused
so far, and for which data are available This analysis will be
followed by a daiscussion of the significance of these rates of
return for the purpose of explaining the difficulties encountered
in promoting the shift out of coca

Phase 2 will present data on the impact of these alternative
crops on output, net income generated, number of fami.ies
benefitted, employment generated and exports These data will be
presented for each of the five major crops, with footnotes
indicating the source of all data or the methodology used to
arrive at the estimates Most of the data were obtained from the
CORDEP product line managers stationed in Cochabamba

Phase 3 will present data on the investment requirement The
product line managers were asked to estimate the investment that
was required to achieve the goals of AID's alternativs
development program as stated in the Mission's R-4 document,
without considering the constraint imposed by AID's badgetary
limitation The investment requirement will be broken down into
direct assistance in crop production (e g £financing zthe fixed
and operating expenses i1n the first year) and other assistance,
including technical assistance, infrastructure, assistance in
marketing and investment promotion, research and exte-sion, and
aid to institutions

Phase 4 will analyze the implications of these data
Specifically, the tctal investment requirement will k= compared
with the expected tctal net income generated by these five crops
to determine and eva.uate the investment/output ratic obtainea
Next, the total investment requirement will be comparsd with the
projection of total resources (from all donors) to identify the
resource gap, as well as to determine the feasibility of
attaining the goals set i1in the R-4 document The invsstment
requirement will alsc be compared with the value of tne coca base
that the program 1s expected to prevent A final section will
discuss the role and justification of the alternative development
program now that major reliance 1s being placed on interdiction
and eradication to eliminate all coca production by the year
2002
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I COMPARATIVE RATES OF RETURN

A comparison of the internal rate of return (IRR) and Net Present
Value (NPV) of coca and coca base with that of the fie major
alternative crops 1s presented in Tables 1 and 2 Takle 1
computes the IRR and NPV over the life time of the plant, while
Table 2 considers only a five-year period after plant.ng on the
assumption that many farmers will not make their decisions on the
basis of a longer period Note, however, that application of a
five-year time horizon produces very different results in both
IRR and NPV in the case of plants requiring a substantial first
year investment followed by a significant annual stream of
returns extending over a ten-year period, as in the case of FHIA
bananas and palm hearts Our analysis will focus on the life
time of the plant (Table 1), which assumes that the farmer's time
preference does not exceed the 12 to 22 percent discount rates
used in the NPV calculations

The first thing to note 1s the high profitabilaity of both coca
leaf and base At the average coca leaf price which prevailed
during the twelve-month period ending in May, 1998 ($79 4 per 100

pound "carga"), the IRR for coca leaf over the life span of the
plant (12 years) 1s 211 5 percent, and for coca base 233 5
percent (Table 1) Even 1f one considers only the first five

years after planting, the IRR still 1is a very high 209 percent
for leaf and 231 4 percent for base (Table 2)

The second point of interest 1s that the high IRRs for coca leaf
and base, when compared with those of the five major alternative
crops, are not unigque They are, in fact, equalled or even
surpassed by the rates of return of passion fruit (658 percent),
black pepper (238 percent), and by one variety of pineapple
(Puacallpa), 219 percent) This raises the question as to why
the combination of technical and direct assistance to alternatite
development, control activities by the GOB with USG support, and
compensation payments to coca farmers for coca eradication, have
failed so far to induce a substanzial shift out of coca to the
major altermative crops

The answer to this question 1s, first, that some important
caveats need to be attached to the high IRRs shown for the
alternative crops, and second, that the IRR and NPV data, even if
accepted as correct, are not the only consideration that
determines the farmer's decision to shift to alternative crops

With regard to the caveats, there 1s the question as to how
readily the conditions that produced these favorable IRRs can be
extended to all farmers that shift out of coca We were advised
that our data did not originate 1n experiment stations, but were
obtained in the field Still, the alternative crops were grown
by farmers who had access to relatively favorable soil, seeds,
inputs, technical assistance, access to market, and to an
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expanding market Do all these conditions prevail for all -- or
most -~ farmers now 1n coca’?

It cannot be assumed that these favorable conditions will be
available to all farmers, and even when they are, there is
evidence that many farmers -- perhaps most -- will choose not to
adopt the whole input package, fertilizer in particular Hence,
the IRRs and NPVs obtained b: the general Chapare population ars
likely to be lower than those presented in Tables 1 and 2

A third caveat 1s the questicn of the persistence of the high
IRRs 1n the case of crops currently sold only in the national
market, as 1s currently the case with passion fruit and black
pepper  Will not the price declire, perhaps quite sharply, as
output increases and the domestic market approaches saturation®
Farmers are likely to be well aware of this risk

In addition to these caveats, coca farmers weigh several factcers
apart from the relative profitability of coca/coca base vs
alternative crops first, coca i1s here With coca, there 1s no
need for new and possibly unknown seeds, new 1inputs, and a nev
technology, second, the coca plant 1s hardy and easy to take care
of, requires little labor except at harvest time, and after
conversion to base, 1s relat:vely non-perishable, third, coca has
a high value per unit of weight, and 1s, therefore, easy to
transport on trails unsuitable for other crops, finally, and rost
importantly, the product has an assured export market at a stable
and profitable price Nc reliarnce needs to be placed on the
national market and the risk of saturation These factors, ~r_ch
are not shared by the alternatirs crops, provide coca with a
powerful combination of adwra~tages that strongly discourage a
shift Thus, 1n the absence of forced eradication, or a ver
credible threat that 1t will occuar, the risks of cultivating ccca
are acceptable In the words of M § Hanrahan "economically
rational producers are likel tc -oluntarily eradicate coca cml._
when faced with a real probkaz.liz. of forced eradication or re=m
palpable risk and uncertaint_ ars introduced into the reve—.s
si1de of the market They w1i_.1 seszxk to evade controls and plar:
new areas to coca " In 71e of tne plentiful availabilaity of
land, labor and capital in t-e Crapare, the author concludes zr-at
parallel development 1s like_ kK toc ceontinue, unless, 1t may be
presumed, that forced eradication and interdiction are steppec up
considerably above the level that prevailed at the time the
Hanrahan report was drafted (July, 1895)

The data presented in Tables 1 and 2 also suggest why, for mar,
coca producers, the compensation payment of $2,500 per hectare

Michael S§ Hanrahan & Daniel Sanchez, "ALTERNATIVE DEVELOPMENT,
Agracultural Income and Returns to the Main Factors of
Production'", July 10, 1995, P 24
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eradicated proved insufficaent to take farmers out of coca
(without planting i1t elsewhere) This amount must be compared
with the net present value (NPV) for coca leaf of about $16,200
at an annual dascount rate of 12 percent, and $10,940 at 22%
(Table 1) Even 1f one considers only a five-year time horizon
(Table 2), the NPV 1s substantially above the compensation
payment This conclusion was also reached by the Hanrahan
report In add.tion, there 1s the awkward fact that wmany ccca
growers accepted the compensation payment as the price for
eradication, then planted elsewhere

This analysis confirms the Mission's conclusion that alternative
development can only induce, but will not by i1tself suffice, to
significantly reduce, and still less to eliminate, reliance on
coca in the Chapare Major dependence must be placed

on interdiction and eradication to reduce the profitability of
coca to a level substantially below that of alternative crops by
increasing risks and production costs to both growers and
processors

/ Ibid , P 24
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Table 1

Comparative Internal Rates of Return

and Net Present Value per Hectare of Coca

with the Five Major Alternative Crops
Over the Lifetime of the Plants

Crop IRR Net Present Value
in US Dollars
@ 12% / p a ® 22% / p a

Coca Leaf 211 5~ $16,223 $10 940
Coca Base 233 5~ $18,489 $12 502
Bananas

- Caverz.s~ 1473 pl/Ha,

intermez_z72 1nputs 168 0% 38,735 85,862

- FHIA . .292 pl/Ha

intervez_zzs 17puts (1} 22 73 $1,483 $70
Pineapple (3 =zzrs cnly)

- Puca._cz 240200 pl/Ha

interrTsx.2Te 1Nputs 218 6% 85,857 $4,975

- Caye~z _.sa 3500C pl/Ha,

1ntermsz_372 .nputs 170 2% $6,874 35 763
Palm Hearts

- B0CC - -z lcw 1irouts 74 3% $15,068 $8,560
Passion Fr..: _ =sars only) 658 5% (2 $B20 $741
Black Peprzsx 238 3~ $44,464 $30 239

Source Calz._z2.2"s pased ¢

technicians, as -z Ja-s, 182

(1) Project.c-s z z I-I~ kararas are ver
regard tec aczsrz_z___.T and ctr.ce
domesticall

{2} For pass_z~ Zr._T t-e IRR _=

already 1s a s.>-_I_ctz~t outout _.n year ore,

that year,des

n projecticns of cost =z

ccnser at.

, and tre market _.s

v_T= T2 .~ estve~t made 1n that year

-

=

revenue data provided k DAI

as there 1s as yet ro e zerience w_th
-~m1ted to what can be sc.z

so hign .n relat_om tc net present value becz.se there
result_ny .n a very low negative cash flow 1~
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Table 2

Comparative Internal Rates of Return
and Net Present Value per Hectare of Coca
with the Five Major Alternative Crops
During the First Five Years after Planting

Crop IRR Net Present Value
in US Dollars
@ 12~ £ a @ 22* / p a

Coca Leaf 209 0% $ 8,90¢C $6,936
Coca Base 231 4% $10,155 $7,953
Bananas

-Cavendish 1473 pl/Ha 165 11%* $ 4,602 $3,563
intermediate inputs

-FHIA 01, 1292 pl/Ha, 1intermediate 1 4% ($ 711 1$1,171)
inputs

Pinearple (3 years only)

-Pucallpa, 24000 pl/Ha, 218 6% $ 5 857 $ 4,975
intermediate 1nputs

-Cayena Lisa, 35000 pl/Fa 170 2~ $6 874 $ 5,763
inter~sdiate inputs

Palm -szarts

-5002 pl/Ha, low inputs 48 8- $2 964 s 1 731 i
Passicn Fruit (2 years o~ly ’

. 658 5% $820 $741 |
BRlack Pepper 4
- 235 8% $23 43¢ $18 286

Source

technicians, as of June, 1998

Calculations based on projecticns of cost and revenue data vrovided by DAI

1 As ncted by the DAI product line manager for bananas, 1t makes nc sense to take only a

five-year cutloock 1in case of this crop whicxh yields

life-span The relevant IRR is,

therefore,

a good return over a ten-year

the one calculated in Takle 1



I1 BY HOW MUCH SHOULD THE COCA PRICE FALL?

To what extent must coca leaf prices be caused to fall to depress
the coca profit margin below that of alternative crops® We doubt
that a reliable answer to this question can be given for the
following reasons (1) Almost all coca currently grown in the
Chapare 1s processed into base, so that i1t 1s the price of base,
rather than coca leaf, which 1s the determining factor, (2) a
major imponderable 1s the farmer's perception of the degree of
risk involved in growing coca, which depends on the vigor w~ith
which eradication and interdiction are pursued, (3) the farmer's
perception of the risk he 1s assuming in shifting to different
crops, particularly with regard to market outlets, (4) in view of
the very low price of coca leaf in relation to the street price
of cocaine sold abroad, traffickers can readily raise the price
of leaf to any level required to induce supply

We have nonetheless estimated the IRR for unprocessed coca leaf
at various hypothetical coca prices, starting at $75 per 100
pound carga, and declining to as little as $25 Production costs
were assumed to remain constant at the current level

Price IRR

$/carga
75 211 5%
&7 173 3%
50 119 3%
40 86 0%
35 68 6%
30 50 0%
25 26 1%

Our estimate 1s that tne price of unprocessed coca leaf w~cald
have to fall into a range of $25 to $35 per 100 1lb carga for
coca to become competitive with the five major alternative crops,
given the importance cf the various non-economic factors favoring
coca leaf and base described above This estaimate 1s rcuagnly in
line wath the $20 to $36 range (for unprocessed leaf) arri—red at
in Hanrahan's linear programming model for the year 2,0C2

/ M S Hanrahan, Op cit , Table 5, P 27
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IIT MAJOR OBJECTIVES OF THE ALTERNATIVE DEVELOPMENT PROGRAM

Given the key USG goal to eliminate all i1llegal coca production
by the year 2002, the objective of the alternative development
program 1s to assist coca growing farmers to obtain alternative
sources of income by that target year This assistance 1s to be
limited to farmers who sign a Coca Eradication Agreement with
DIRECO and agree to participate in the coca-free zone The
objectaive of the program 1is not to assure farmers who shift out
of coca an equivalent source of income, but to provide them with
an income 1in line with that earned by average farm families 1in

Bolivia

According to the Mission's R-4 document, the number of farm
families participating in the coca-free zone 1is to increase from
2,554 1n 1997 to 30,000 in 2002, an increase of some 27,500
families Assuming an average of 4 to 5 members per family, thais
would mean covering some 110,000 to 137,500 people

Additionally, the net per capita income from the five major licit
crops in the Chapare 1s to increase from $1600 1n 1997 to $2,350
in 2,002, or by $750 or 47 percent The combination of these two
objectives would mean a total increase 1in income from these five
alternative crops of $82 3 to $102 9 mallion over this period
The Econcmic and Financial Analysis sections of this report will
enable us to venture a preliminary assessment as to whether these
ambitious objectives can be met with the resources likely to
become available over the 1998-2002 period

/ Depending on whether cne assumes an average Chapare family of
four or five members The calculation in the latter case 1s as

follows Additional families benefitted during period 27,446
Number of persons benefitted 27,446 X 5 137,230
Increase 1n 1ncome per capita targeted $750

Total increase in income this would entail
137,230 X $750 $102,922,000
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v PROJECTED ECONOMIC IMPACT OF THE PROGRAM

The projected impact of the proposed consolidation of alternatave
development efforts (CONCADE), with breakdown for each of the
five major alternmative crops, 1s presented in Table 3, while
total results are summarized below Table 3 shows value of total
output, total net income generated, number of families
benefitted, total employment generated and exports in both 1998
{(used as base year) and 2002 The data 1s mostly from a team of
consulting agronomists (the CORDEP Product Line Managers) located
in Cochabamba who visit the Chapare at regular intervals The
source or derivation of all figures i1s explained in the footnotes
to Table 3 A summary of the results expected by 2002 appears
below

Summary of Totals
Projected for 1998 and 2002

1998 2002
1 Total Area Planted to Alternative
Crops (hectares) 3,585 18,673
2 Total Net Income Generated ('0008) 4,856 29,748
3 Number of Families Benefitted 6,550 22,5%4
4 Employment Generated (person/years) 1,222 7,430
5 Total Exports ('000%) 2,084 43,979

Source Data from Table 23

The targets to be attained, set by the CORDEP Product Line
Managers, appear ambitious The total area planted to
alternatives crops 1s to expand by 449 percent, total net income
generated by 513 percent, the total number of families benefitted
by 245 percent, total employment generated by 508 percent, while
total exports are projected to expand by 21 times (the latter
mos-ly ow~ing to palm hearts, the full production of which 1isg
easpcorted 1n processed form) It 1s likely that performance will
fal. scmewhat short of these expectations

These ambitious targets are consistent with the objective of
benefiting a total of some 30,000 families by 2002 The 1increase
in per capita income, however, would fall short of the very
amb.ticus $750 objective set in the R-4 document Assuming an
average size family of 4 5 members, the number of persons
benefitted would be 101,673 persons (22,594 families X 4 5), with
an .ncrease 1n per capita income of some $293° The realism of
these opjectives will be discussed further following review of
the investment requirement and funding availability

/ Net income generated during period of $29,748,000 (line 2
of table) divided by 101,673 persons = $293

9
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Table 3

Projections of Hectares Planted, Output and

Net Income To Farmers for the

Five Major Alternative Crops Receiving Direct Assistance from USAID

Licit Crop Bananasg Pineapple Passion Fruit Palm Hearts Black Pepper

1998 2002 1998 2002 1998 2002 1998 2002 1998 2002
1 Hectares Planted and (arried 1, 650! 7770 730 1,200 150° 400° 7008 9, 6001 1533 1,253
Over
2 Output 1n Tons 55,320" 196l, 000 7,870 16,199~ 1,500 4,000° 4204 8, 640° 459 3,759
3 Value of Output
in thousands of US dollare 3,23 22,161 1,496 3,078 330° 880 810 15,452 1,371 11,271
4 Net Income per Hectare’ in US Cavendash' Pucallpa’
Dollars

™~
1,462 1,462 2,407 2,648
1¢
468" a68® | 1,067 | 1,067t | %239 | 6, 530
FHIA" Cayena Lisa
380 3180 2,863 2,863
5 Total Net Income Generated l,852" 8,095 1,187 2,425 70° 187°¢ 747 10,248 1,000 8,193
in thousands only US Dollars
© Number of Familie Benefited 1,814 B, ’H4q 2! 3,137 150 400" 3,900 8, 300" 306 2,500
7 Employment Cenerated per 131 131 151 151 173 173 92 92 255 255
Hi(Persons/day ) !
8 Total Employment Cencrited 593 Y, 16 231 444 87 731 215 2,944 130 1,0¢5
(Total Persons/Years)

9 Exports 1in thousands US 264! L, 632! 70 770 0} o' {1,750 36,000! 0! 5,577
Dollars

10




Footnotes to Table 3

Bananas There are two varieties, Cavendish and FHIA The data provided by DAI area as
follows

1998 2002
Cavendish Hectares Output MT Hectares Output
(established in
blocks or
compact areas)
New Plantings 1,267 $5,320 5,500 899 742
FHIA 383 - 1,720 61 255
Total 1,650 55,320 7,220 960,897

2) FE.nearples There are two variet.ss, P.ca..pa and Cayena lLisa Frectares p_anted zra
-7 prcducz.on 1n 1998 and 2002, and output .1 Irese years, are as follows

L9u% 2002 B
Has Has 1in -IT T Has Has 1n utzT.t
Planted Prcductic- M T Plarted Product.on
FPuca.lpa 455 352 S Z%9 601 478 7 Bl
Caye~a L.sa 275 127 Z 587 599 405 8,285 ﬂ
Tota. 730 471 7 576 1 200 883 16 1994“
Total valle of Output (in thousands
cf $1,496 $§3 3578

urce Pineapple Line Manager, "Superficie en ~ectdreas, Produccion y Valor de “_fla ¥y sus
oyeccicones al Afio 20027

0O

3) Data rrovaided by Production Manager for passion fruit and black pepper

4) "Metas de Produccidén de la Linea Palmito, CORDEP II "

5) Fecr bananas sgource Banana Line Manager, "Estimaciones Anuales de Producc.-Zn e
Zngresos en Plantaciones Cavendish'", and "Estimaciones de Plantaciones Nuevas \alor de la
Froduccidn vy Familias Atendidas, Programa FHIA"

5) Value of output of palm hearts was estimated as follows In 1998 3 000 000 tallos @
§ 27 each = $ 810 000 In 2002 57 600,000 tallos @ $ 27 each = § 15,552,000

7) Net Income per Hectare is derived from the Product Line Managers' crop production
“ables which provide detailed estimates of costs revenues and net return per hsctare per
zar over the life of the plants Only the avrzrage of the first five years after planting
-3 considered ar all cases other than bananas for which we considered eight years)

I~ the case of bananas net income per hectare and total net income are derived as
follows

For Cavendish
Average net incore per hectare over the first eight ysars $ 1 462 per *resCtare

Total net income
In 1998 $1 462 x 1 267 Has=$1 852 000
In 2002 $1 462/Ha x 5 500 Has = $ 8,041 00C

11



For FHIA
Average net income per hectare over the first eight years $ 380/Ha

Total net income
In 1998 No output hence 0
In 2002 $380/Ha x 1,720 Has = $ 653 600

Grand Total net income for both varieties
In 1998 $1,852,000
In 2002 $8,694,600

Scurce Banana Line Manager, "Flujo de Costos e Ingresos para Una Hecté@rea™", y "
Estimaciones Anuales de Produccidn e Ingresos en Plantaciones Cavendish" y "Programa FHIA"

3) For pineapples, net income per hectare and total net income are derived as fcllows

For Pucallpa
Average net income over the trree-year life of the plant $2,407

Total net incore

In 1998 $2,407 Ha x 354 Has=3852,078

In 20C2 a.lowance must o2 mzzs for the trojected 10~ _ncrsase 1n a srage _.eld
$2,407 Ha -~ 10%* = $2,64¢E

$2,648'Ha x 47& Has = $. 265 ~44

For Carera Liss
Lhyerage Tet income over tne t-ree year 1_Ze of the p.a—t

Uy
s8]
o)
m
W

Total net .nco—s
In 1998 S$2 863/Ha X 117 Has=5334,971
In 2002 $2,863/Ha x 405 Has = $1,159,515

Total Net Incore Generated b, pboth variet.es
In 1998 $_,187,049
in 2C02 $2,425,259

-3} For palm hearts and black peprsr, the estimate 1s the average annual .ncome per
~zctare for the first five years fc.lowing cult.vation

-1) Total net income of both banarz varieties combined Ses footnote (8) for detailed
calculation

-2} Includes only families which s.gned a Zero Coca Agreement (ZCA)) Source Gerencia
a2 Linea Pifia, "Inversiones Efectuadas y sus Prcyecciones para 1997-2002 "

~3) Includes only families which s_gned a coca eradication agreement Source "Metas de
*roduccidn de Linea Palmito, CORDEF II "

-4) Employment generated per hectare 1s estimated in person/days per annum  The
estimates were based on the detailed crop production tables which show the person/days
requirements for each task

f15) The employment gesneration figures per hectare expressed in person/days on line 7
were multiplied by the number of hectares under cultivation .n 1998 and 2002 (lire 1)
cnese were then converted to person/years on the assumpticn of an average of 300
verson/days per vear In the case of bananas, this process was done separately for each cof
Tne two variet.es

16) Source Production Line Manager for bananas

-7) According tc Prcauction Line Manager for rzlmr “earts =z.1 palm heart preduct_on ir
2302 wi1ll be expcrted The export value of pa.~ rearts or _.ne 9 refers tc the total
export value cf the processed product (in cans while the 'value of output" or line 3
refers only to the gross value of the unprocessed farm prca.ct (1 e "tallos") This
explains the much higher value of exports on l_nie 9

+18) Assumes tlat one-fourth of pineapple output 1s exported

12
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V  INVESTMENT REQUIREMENT

The projected investment requirement for the five-year period
1998-2002 1s presented in Tables 4 through 7 It 1s divided into
two parts direct 1nvestment which consists of crop assistance to
farmers to defray the costs of planting a new crop during the
first year of cultivation, and includes seeds, other inputs,
aquipment, labor, etc , and indirect investment which includes
cechnical assistance, infrastructure, assistance to marketing and
investment promotion, aid for research and extension services,
and needed subsidies to key institutions during the period

#hile estimates for direct investment are shown for each of the
five major crops, the projected requirement for indirect
investment does not provide a crop by crop breakdown, as it is
not practical to a.locate items such as technical assistance and
aid to institutions o particular crops On the cther hand, we
vroided an estimats of the breakdeown of the indirect investment
requirement into 1ts major components, such as T2, sales &
-n.estment promotic— i1nfrastructure, etc , presented in Tables 5
and 6, to the extent available data permitted

“he darect investme-: requirement for the five crops 1s presented
-n Table 4, sections A through E It 1s based on data provided
oy CORDEP's product _ine managers, though the methodclogy applied
1S ours We assumea that financing was needed for the first year
of cultaivation of &ar alternative crop, since no revenue generally
could be expected trat year, while the farmer would lose his
ncome from coca C~ the other hand, no allowance was made for
any direct crop assistance in the following years since the sale
of the first year's crop should provide the resources for
planting in the follcowing year The direct investment
requirement was based on the estimated average total cost of
cultivation per hectare, which was then multiplied by the total
number of hectares to be planted during the 1998-2002 peraiod

It should be borne 1~ mind that all technicians consulted were
asked to provide their best estimates of the resource requirement
to meet the goals set in the R-4 document, without regard to the
availability of funds that might become available This 1s
particularly important in the case of large budget items such as
the infrastructure and technical assistance budgets presented in
Tables 5 and 6, which together come to about $47 million our
purpose was to separate the requirement from that which can be
accomplished with resources likely to become available, in order
to determine whether there 1s a gap between requirements and
resources, and 1f so, what 1ts approximate size 1s likely to be

In the case of the requirement for technical assistance, training
and services to the NGOs, provided by Planning Assistance, IBTA
and the product line managers (in Table 6), we found that the
estimates given to us were likely to err on the high side, a
judgement with which the Team Director concurred On the other

13
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hand, we found that the allowance the technicians made for
marketing and investment promotion fell far short of the amount
the Mission considered necessary for the further development of
the major crops, given the importance of significantly expanding
their export markets We decided, therefore, to provide a column
of "adjusted figures" alongside the estimates provided by our
sources (column 2 of Tables 6 and 7) These data obviously
require careful review

The total investment requirement for the five major crops during
the period 1999-2002 comes to $71 5 million with our
adjustments, and to $89 4 million 1f all estimates by the
Consultant's product line managers and other technicians are
accepted (Table 7) All estimates should be revised periodically
as better data kacome available It also should be borne in mind
that thess 1nveszrent requirement estimates apply to the fi-e
major crccs onl_, and exclude any new activities that AID ard
other dcncrs migcnt aecide to undertake, as well as the FAO
proposed agro-fcrestry project that will be discussed in tbhs
following sect.c~»
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Table 4

Direct Investment Requirements for the
Five Major Crops 1998-2002

Note For direct crop assistance (which excludes technical assistance, aid
to institutions, marketing, investment promotion and infrastructure, 1tems
that are listed separately in tables 5 and 6), we assumed that financial
agsistance 1s required only for the first year of operation, cr until the
first crop 1s marketed The proceeds from that sale should bes available to
cover the production cost of subsequent years

A Bananas Cavendish and FHIA®

Investment per Hectare
in Year 1

Cavendish FHIA
Equipment 3,235 280
Inputs 4,980 11,850
Materials 2,936 361
Pack.ng Material 1,331 0
Labor 4,647 3,725
Total in Bs 17,129 16,216
Total in US dollars (1$=Bs 5 5) 3,114 2,948
Number of Hectares Planted over 566 536

1998-2002

Total Direct Crop Investment over 1998-2002

Cavendish $3,114/Ha 5,500 Has= $17,127,000
FHIA $2,948/Ha 1,720 Has= 55,070,560
Total Direct Investment $22,197,560
Estimated Cost of Technical Assistance, 1998-2002 $541,000

" Source Banana Production Line Manager

Al



B Pineapples Cayena Lisa and Pucallpa

Investment per Hectare

in Year 1 1in US dollars!
Fixed Investment Cayena Lisa Pucallpa
Planting Material 1,909 873
Equipment and Other Material 293 222
Labor 502 447
Operating Costs
Inputs ’'aterials & 266 120
Agroche~-cals)
Labor 398 442
Total Ccsts per hectare in Year 1 3,369 2,205

-~

Total nu—z=ar of hectares planted in IZCIC
Cayena 599
Pucallpa 601

Total Dirsct investment over 1998-2002

For Caye=z Lisa $3,368 x 5939 Has (2)= $2,017,432
.+ For Puca._pa $2,104 x €01 Has (2)= $1,264,504
: Total Dirzsct Investment $3,281,936
+ Estimatec Cost for Technical Assistance, 1998-2002 $568,640

At the e c-ange rate of $1=Bs 5 5
Source F#_mneaple Line Manager, Flujo de Ccstcs e Ingrescs para una Fectarea Cavena Lisa y
Pucallpa

16
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C Passion Fruit-

Fixed Costs
Inputs

Labor

Operataing Costs
Inputs

Labor

Total Costs per rectare in Year 1

S

-~

-
a

Palm Fearts

Seeds and Labkcr
Other Inputs

Total

Institutional and Technical Assistance Support

Technical Assistance

Training

Ll 0
O w o
(e (e Ne]

‘w-za,t

Agricultural Research
Assistance for Marketaing
Investment Promotion
Monitoraing and Evaluataion

Total
Sc.rze Fass.orm T
Sc.rce Procduct ..m= av
2% 22 junic de .%=¢
Trese hig- fioures z2ss_-
- 22 a goa. that .s zzo-s_
Tvrcrecztiors sigr.fizamTo

L.re Manager
Pa.~ Hearts,

ager ror FPa

o}

=

dered unl_.le.

o}

)

(incl.zes externa. assistance)*

v

/

Investment per
Hectare in Year
1 1n US dollars

678
552

338

756
2,324

Investment Budget for

[¢]

2702
-

40

N
[¢}}
wn

1598-200z2

(In US dollars)

$5,165,0C0
$1,358,000

$6,523,000¢

4,607
800
520
630
670
610

$8,837°

for Palm Hearts

(1)

Fresuruesto Estimadc de Invers_ones Palr.to"

We have,

in cur own estimates in Tables € and 7

17

~ectares w..l be planted to palm hearts

to be attainable therefore

a2aring 188%-
lowered these



E Black Pepper /

Investment per Hectare
in Year 1 in US

dollars

Fixed Costs

Labor 630
Planting Material and Other Inputs 1,570
Operating Costs

Labor 510
Inputs 122
Total Costs per hectare .~ Year 1 2,832

trojeczed number of hectarss in 2002 1,253
Total Darect Investment rez..rement $2,832 x 1,253 Has=$3,548,496

Zstiwrzzes for other invest~=nt requirements as follows

‘arket Promotion, $20,000 a year for five years $100, 000
Techn.cal Assistance, $64« ter hectare for 1,253 Has $806,932

- Tress items are included, 1n pzrz 1in Tab.e € which estimates the in estrent regu.rements

18
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Table 5

Investment Requirements for

1 Roads and Bridges

Road Maintenance (of a 1200 Km network
@ $1,125 per km)

Improvement and Essential Expansion
of the Road Network, 30 km p a @$32,500/km

Medium Bridges (250 metres), $2,500/meter

Box Culverts (5 structures/year),
$20,000/structure

Stone Paving, $22,500/Km x 50 Km

Road Maintenance Equipment

Total Average Annual

2

4

Cable Systems {(from field to road)
200 Km/Year, $4,200/km

Packing and Collection Centers
100 structures over 4 years

To Provide Clean Water for
Washing Crops

Deep well project

Surface water requirement

Grand Total, 1998-2002

1 Excluding Intensive Drainage Work

Source

Manager for Roads and Other Infrastructure

19

Infrastructure

Investment
(In m.l.ions of US dollars)

Average Annua. For 1%39-2002

$ 1,35 milliom -

$ 0 975 millicn -

$ 0 625 millaon -

$ 0 100 million -
$ 1 125 million -
$ 0 450 million -
$ 4 625 $18 5

$ 0 84 $ 34

- $ 0 50

= $ 1 00
= $ 0 55
$ 24 00
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Table 6

Investment Requirement for Technical Assistance, Marketing and
Investment Promotion, Research and Extension, and
Aid to Key Institutions over 1999-2002
(1n thousands of Dollars)

Technical Assistance (TA)

All Pre-Harvest Pproduction TA handled

by 3 NGOs (including resources for taining

their technicians)’

Post-Harvest Technical Assistance:

Techniciang' Adjusted

Estimates Figures
Pineapple $568° 568
Bananas 541° 541
Passion Fruit 451° 451
Palm Heart 4,607 2,300°
Black Pepper 807° 807

Marketing and Investment Promotion
{including pre—feasibility studaies,
marketing surveys, TA on plant lay-out,

outside contracts, etc)

Research, Training and Services to NGOs

i Total

250,000/year(6)

Technicians
Estimates

14,000!
6,974

1,000
6,000’
27,974

Adjusted
Figures?

8,000
4,667

7,000'°
3,000
22,667

Note The above estimates were obtained from different sources and may involve
significant duplication

1 Source Dairector of Planning Assistance

2 Adjusted by Chemonics Team where technicians' estimates appeared excessive
or suggested duplication of function
3 "Inversiones Efectuadas y sus Proyecciones en US § para la Linea Pina,

Periodo 1997 - 2002*"

Palm Hearts Product Line Manager
Product Line Manager for Black Pepper and Passion Fruit
Investment and Agro-Industry Unit
Source Chief Technical Division, IBTA/Chapare
Banana Product Line Manager, "Estimacidén de Costo de Asistencia Técnica,

(oo BN B o I

1598 - 2002"

9 MAssumes that less than half as many hectares as projected will be planted

to palm hearts over 1999-2002 (4,000 Has in lieu of 9,800 Has
of Table 4, page 4)

See footnote 2

10 The technicians' allowance for marketing and investment promotion 1is
The Mission plans a major
effort in the marketing area, as the development of exports 1s considered
essential to the growth of alternative crops in the Chapare

partial and believed to be wholly inadequate

b
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Technicians'
Estimates
Direct Investments 1in Crops’
Banana 22,198
Pineapples 3,282
Passion Fruit 1,906
Palm Hearts 6,523
Black Pepper 3,548
Total Direct Investment in Crops 37,457
Infrastructure? 24,000
Technical Assistance, Investment
Promotion, Marketing, Research and
Extension, Assistance to Institutions 27,974
Grand Total 89,431

Table 7

Summary of Total

Investment Requirements Over 1999-2002
(1n thousands of Dollars)

From Table
From Table
From Table
This lower
first year

o W=

The financing of operating or variable costs will be borne by the farmer

4, Sections A through E
5

6, figures adjusted by Chemonics Team

figure for bananas assumes that financing will be provided for

fixed costs only

5 See footnote 9 of Tab19/6

Adjusted
Figures

12,648
3,282

24,000

22,667°

71,551



VI

AGRO-FORESTRY

The Food and Agriculture Organization (FAQO) of the United Nations
1s currently implementing a forestry conservation project in the
Chapare, with financing from the UNDCP and counterpart from
FONADAL The project 1s designed both to provide for a system of
sustainable exploitation of forest resources and to avoid the
waste inherent in the traditional system, which involves
clearance of wooded areas through slash and burn, followed by a
cycle of cultivation of annual crops, perennial crops, leaving
land fallow, and a renewed cycle of slash and burn, until the
forest 1s exhausted

The FAQ proposal to the Mission i1s for USAID to participate 1in
the financing of an agro-forestry project involving the
cultivation of a combination of crops, including bananas, rice,
forest cover and trees The cover 1s expected to save labor and
inputs required to maintain the productivity of the soil, and
w1ll assist in aits fertilization On the basis of results
obtained on parcels near Gilberto Villarroel, FAO claims that the
project yields an IRR of 49 percent, a net present value of
$2,200 (at an annual discount rate of 18 percent) on the basis of
an i1nitial investment of $794, which 1s recovered in the thaird
year The return will take the form of an annual income of
about $1460 per bectare from bananas alone between the first and
sixth year, and will yield additional income from the sale of
soft and hard woods in the 10th and 20th year

The Mission 1s currently considering a "buy-in" into this program
amounting to about $1 million a year, while the FAO-UNDCP
counterpart may be as haigh as $8 million over the 98-02 period
While the project 1s being seriously considered, 1t 1s not yet
sufficiently advanced to permit estimation of 1ts likely impact
on output, net income, number of families benefitted, and
employment generated It was not, therefore, included in our
quantitative anal_sis
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VII ANALYSIS OF IMPLICATIONS

In this section, we will compare the total net income generated

by the five crops with the total investment requirement

(summar.zed in Table 7) to determine the investment/output ratic

that tbe program entails We will also compare the total

imvestwant requirement arrived at in the course of this analysais

with the projection of total resources (from all sources)

expected to become available to finance 1t in order to arrive at

the resource gap (1f any), as well as to determine the
feasibality of achieving the goals set in the R-4 document

A Investment/Output Ratio

Table 8 summarizes estimates for the total net income generated
by the five major crops in 1998, along with projections for 2002

The resulting increase 1s $24 9 million over this four-year

period This compares with a total investment program of about
$71 5 million (using our adjusted 1nvestment budget) and to $89 4

million (the sum of the unadjusted product managers'

projections), resulting an investment/output ratio of 2 9-3 6 -

While investment/output ratios vary significantly from one

activity to another (see footnote 6) a ratio of 3 0 1s often used

as an average While a ratio as low as 1 0 to 1 5 sometimes

occurs in small-farm agraiculture when most of the investment 1is
in inputs and operating capital and both land and infrastructure
are available, such a low ratio would be suspect in the case of
the Chapare, in view of the large investments in infrastructure,
technical assistance, research, training, etc that are required

to promote the profitable development of alternative crops

that the combined investment requirement 1n these areas amounts

to about $47 million (according to our adjusted estimates in
Table 7), equal to 2/3 of the total investment program This
fact caused the investment-output ratio to rise to around 3 0
It alsc should be borne in mind that our estimate of direct

investwrant in crops .s based on the assumption that former coca
farmers will obtain full financial assistance only in the year

cultivation of one of the five crops, but none 1in subsequent

years, unless they decide to expand the area under cultivation
Our assumption 1s that they would use the proceeds of the first

harvest to defray the operating costs of cultivating the same

area 1in subsequent years They are thus expected to use thear

-/ The investment/output ratio (generally called the incremental

capital/output ratio) 1s almost always a multiple of one, since the total
amount of the investment in productive facilities i1is related to the output
of a single year, while the capital created generally has a life span of
several years The ratio varies considerably depending on the activity,
all the way from 1 5 for small farm agriculture to 5 or more for physical

and social sector investments, such as infrastructure, housing, health, and

education
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own resources, 1 e reinvest part of their earnings, to cover
their operating costs on each hectare newly planted to
alternative crops, 1n all years after year 1 Our estimate of
the investment requirement 1s thus limited to the financing
required of public donors, and excludes any reinvestment that
farmers are expected to make of their earnings to cover the costs
of maintaining their output on each hectare converted to
alternative crops Note that this observation applies only to
direct crop investment With regard to infrastructure and
technical assistance, investment promotion, marketing, etc it 1is
assumed that donor assistance will cover the full cost over the
four-year projection period

24
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Bananas
Pineapple
Passion Fruit
Palm Hearts
Black Pepper

Total

Projected Net Income

Table 8

Summary

Gererated in 2002 by the Five Major Crops

(1n thousands of Dollars)

4

Total Net
income in
.998!

1,852
1,187
70
747
1 000

4,856

As estimated for each crop on line 5 of table 3

/

2

Total Net Income

Generated by
2002°

8,695
2 425

187
10,248
8,183

29,748

25

3
Increase 1n
Income
1998-2002
(2 - 1)

6,843

1,238

117

9,501

7,193

24,892
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B Investment Requirement in Relation to Available
Resources

The total investment requirement, developed in Tables 4 - 6 and
summarized in Table 7, 1s placed alongside the funding that the
Mission expects to become available during the four-year period
1999-2002 (Table 9) On the funding availability side, the
Mission expects about $55 0 million to become available for
alternative development over the period to finance the
requirements of the five major crops (including both the direct
and indirect investment requirements, as presented in Table 7),
but excluding the $5 0 million "buy-in" into the FAO/UNDCP agro-
forestry program  The Mission also expects the European Union
(EU) to provide a $6 3 million complementary program to finance
roads, water and sanitation in the Chapare, but this program is
not expected to finance the USAID investment program, and was
therefore omitted from Table 9 With regard to the GOB
contribution, there 1s a GOB-USAID agreement, incorporated in the
PL-480 Executive Implementation Letter of June 15, 1998, in which
the GOB commits 1tself to contribute $6 2 million to the
Alternative Development Program over 1999-2002 It 1s also
expected that the municipalities will contribute to the financing
of the infrastructure in their regions, (although there i1s not,
as yet, a formal agreement to this effect), and 1t 1s in fact
planned that USaID-financed road improvement and other
infrastructure projects will be conditioned on provision of such
counterpart Municipalities are expected to contribute a
gradually increasing share to the financing of the road
maintenance and improvement project, starting with 10 percent in
1999, and rising to 20 percent in 2,000, 40 percent in 2001 and
50 percent in 2002 An average of 30 percent of the $18 5
million four-year road budget ($5 55 million) was entered for
municipalities in Table 9

No estimates fcr Germany and Spain were entered in Table 9, as no
commitments or sstimates could be obtained from their
representatives The UN will be financing a number of activities
in the Chapare, but these are mostly in the social sector
(training, schcols, clinics), and in the area of instatutional
development, which are not likely to contribute directly to the
financing of our investment program for the five crops On the
other hand, as noted in Section VI, the UNDCP will help finance,
jointly with the FAO, the Agro-Forestry program, listed on lines
5 and 6 of Table 9

Without the Agro-Forestry program, the total financial
availability for the five crops (inclusive of the contribution of
the GOB and the municipalities) 1s projected at $66 8 million,
versus a total investment requirement of $71 5 to $82 4 million
(line 4 of Table 9) Inclusion of the FAO/UNDCP Agro-Forestry
program would raise both the investment requirement and funding
availability by $13 0 millaion (lines 5 and 6 of Table 9),

26
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assuming that USAID can obtain the $5 0 million programmed for
that purpose (which would be additional to the $55 million for
the five crops), and that the FAC/UNDCP would contribute the $8 0
million included in their proposal According to these
projections, the gap between the projected investment requirement
and funding availabilaity 1s $4 7 to $22 6 million, depending on
whether one uses the sum of the estimates of the Consultant's
product line managers, or our lover adjusted estimates, for the
investment requirement The lower end of this range would be
within the margin of error

All projections presented in this report should be treated as
preliminary It should alsoc be emphasized that even a meticulous
four-year projection of both requirements and funding
availabilitaies should be reviewed at periodical intervals -- at
least annually -- 1f they are to remain relevant for policy
making purposes
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Table 9

Projected Investment Requirement and
Funding Avaailabilty, 1999 - 2002
{1in thousands of Dollars)

Investment Source Projected
Requirement! Funding
Avallab
1 Direct Investment
ain Crops 24,884 USAID? 5,000
to
37,457 GOB5 6,258
2 Infrastructure 24,000 Municipalities 5,550

3 TaA, Investment Promotion,
Marketing, Research and
Extension, Aid to

Institutions 22,667
to UN* -
$27,974
4 Total Investment Total Available
for the Five Crops §71,551 to Resources $66,768
{lines 1 + 2 +3) $89,431

5 FAO -~ UNDCP Financed

Agro Forestry Project 13,000 USAID 5,000
FAQ - UNDCP 8,000

6 Total, with Rgro Forestry 84,551 to

Project 102,431 79,768

4

1 From Table 7

2 According to latest information available to Mission

3 Municipalities are projected to contribute an average of 30% of the cost
of road maintenance and improvement over the 1999 - 2002 period ($18 5
million x 30 = §5 55 million)

4 The UN will be financing a number of social sector and institutional

development activities during the projection periocd, but nothing that meets
the specific investment requirement of the five major crops
5 Source: USAID - PL480 Executive Implemeytatlon Letter, dated June 15, 1998
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C Realism of the Objectives Set in the R-4 Document

The answer to this question depends on three factors (1) whether
USAID will actually obtain the $55 million projected to become
avallable over the four-year period 1999-2002, (2) the realism of
the projections by the Consultant's product line managers of the
number of families expected to benefit from alternative
development, and the increase in income from the program that
they are expected to earn, and (3) whether the projected gap
between total i1nvestment requirements and availabilities can be
closed

These are all open questions at this time Our calculation in
Section IV suggests that, 1f all these conditions were met, the
objectaive of providing alternative sources of income for some
30,000 former coca growing families by 2002, though quite
ambitious, might be attainable However, we believe that the
additional objective of raising the per capaita income for all
30,000 families projected to benefit from alternative development
by some $750 1s unlikely to be attained We would suggest an
increase of $200 to $300 as a more realistic target for 2002 It
also must be emphasized that this goal refers to the hoped-for
increase 1n per capita income from alternative development, and
not to an increase 1in per capita income as such, since the income
from coca would be lost
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VIIT COMPARISON OF THE COST OF THE JOINT ALTERNATIVE
DEVELOPMENT/INTERDICTION PROGRAM WITH THE VALUE OF THE COCA IT IS
DESIGNED TO PREVENT

The data to help answer this guestion are presented in Tables 10
and 11 Table 10 estimates the combined cost of both the four-
year alternative development program and the U S financed
interdiction-eradication program, including NAS support for the
GOB military To project the total cost of the interdiction-
eradication program, we took the actual total $22 million
expenditure in FY 1997 as base, and assumed that costs to the USG
would increase by 2 5 percent a year, equal to the annual rate of
inflation in the U S Thus, the program would cost the USG some
$96 mi1llion over the 1999-2002 period (line 5 of Table 10) This
amount, when added to the $71 5 million projected cost of the
alternative development program (our adjusted estimate), would
come to a grand total of some $167 3 million over this four-year
period (line 7 of Table 10)

The estimated annual value of the coca/cocaine that the Chapare
has the capacity to produce 1s estimated in Table 11 Since aill
coca leaf 1s processed into base, and a substantial proportion of
that base 1s also processed into HCL in Bolivia, the value of
unprocessed coca leaf (on line 1) 1s obviously irrelevant The
value of coca base 1s equally irrelevant from the viewpoint of
the U S interest, since all base 1s processed into HCL before
being exported to the U S Thus, the relevant values are those
of HCL, of which the annual wholesale value 1s some $214 million
in Bolivia (line 3 of Table 11), and attains the astronomical
figure of $16 8 billion when valued at U S street prices (line
4) Even 1f one uses only the wholesale cocaine price in
Bolivia, 1t 1s clear that a single year's output substantially
exceeds the combined four-year cost of the alternative
development and interdiction/eradication programs

The above constitutes a powerful justification for the combined
alternative development/interdiction program on ts0 assumptions
(1) that the program will succeed 1n eliminating all, or at least
most, cocaine production in Bolivia in the target year, and (2)
that the elimination of Bolivia's production will not be replaced
by increased production elsewhere
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Table 10
Total Estimated Cost of Intera.ztion and

Expenditures for Alternative Developme=: Over 1999 - 2002
(1n thousands of Dollars)

Calendar Year

1997 1998 1399 2000 2001 2002
1 Law Enforcement 12,436
2 Control and Eradication 2 374
3 NAS Support for Military 7,156
4 Total 21,966 22,515 \23,078 23,635 24,246 24,852/
5 Total Cost of Interdiction
over 4 year period,
sum of 1999 - 2002 95,831
6 Projected Investment
For the Five Major Crops 71 500!
7. Grand Total 167,331

Source For FY 1997 data NAS/DEA Table on "Ayuda de EE UU a Rolivia Afios
Fiscales 1993 - 1997" October 17 1997 Extrapolation over 1998 - 2002 is ours

! Projected to increase during 1997 - 2002 at an average annual rate of 2 5~
which 1s the US rate of inflation in recent years

? Qur adjusted estimate of investment reguirements

Source For FY 1997 data NAS/DEA, Table on Ayuda de EE UU a Bolivia, Afios
Fiscales 1993 - 1997 October 17, 1997 Extrapolation over 1998 - 2002 1s ours
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Table 11

Estimated Value of the Chapare’'s Annual
Coca Production
(1n thousands of Dollars)

1 Coca Leaf Production Potential of
the Chapare (unprocessed) 56,200 MT' x 1,477/MT? = 83,027

2 Potential Value of Base (assuming
all leaf 1s converted into base) 153,133 Kg® x 700/Kg = 107,193

3 Potential Value of Cocaine HCL in
Bolzvia (:f all base 1s converted into
HCL) : 53,000 Kg' x 1400/Kg® = 214,200

4. Retail Value of HCL in the US 153,000 Kg x 110,000 =16,830,000
(= 16 8 billion p a )

1DEA, 1997 Andean Coca Estimates, Table on Bolivia Potential Coca Leaf
Production by Region

2Equz.valent of a proce of $67 per 100 pound carga, as used in the last
Migsion projection $67/100 x 2,205 lbs/Ton - 1,477/Ton

367 Kg of dried coca leaf are needed to produce oone kilo of base Hence
56,200,000 Kg divided by 367 = 153,133 Kg

4DEA, 1997 Andean Coca Estimates, Table on Bolivia Potential Cocaine
Production, According to AID Mission data.
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IX THE ROLE OF ALTERNATIVE DEVELOPMENT

USAID's alternative development program has a history that goes
back mcre than fifteen years Along with compensation payments
to coca eradicators, the threat of forced eradication of all coca
at the end of a ten-year period in the "transitional zone" , and
with the help of the USG financed interdiction program, 1t was
hoped that coca production could be eliminated, or at least
substantially reduced, by the end of this ten-year period

The alternative development program has had substantial success
in developing alternative crops 1in the Chapare (particularly
bananas and pineapples, but also the other three major crops
assisted by the program), and has also resulted in the gross
eradication of over 46,000 hectares over the ten-year period
1988-97 The proporticn of total income derived by Chapare
farmers from coca declined saignificantly owing to the growth of
these alternative sources of income Unfortunately, new
plantings of coca in the Chapare had the effect of leaving the
total area planted to coca virtually unchanged over this period
Hence, alternative development was more aptly described as
"parallel development"

The Maission, and USAID/Washington, are now convinced that the
alternative development program camnnot be the center piece in its
fight against coca cultivation The major emphasis has rightly
shifted to eradication and interdiction, a shift that has the
full support of the Banzer Administration, which has committed
itself to full eradication of all i1llegal coca cultivation by
2002 Alternative development 1s now relegated to a supporting
rcle

This change i1in policy raises the following questions What is,
precisely, the role that the alternative development program is
expected to play® Is the U S still justified in spending at
least $60 million on 1t over the next four years, given tne fact
that trne elimination of coca continues to be ocur primary goal,
and that the program 1s not expected to play more than a
subordinate role®

The answer to this question 1s definitely affirmative, for the
following reasons

(1) Humanitarian considerations There are some 30,000 to 35,000
families in the Chapare wholly or partly dependent on coca
for their livelihood Most coca farmers are not well off
Moreover, the planting of a new crop generally entails
substantial costs, especially in the first year, while there
1s a waiting period of one or more years before the first

+/ Counting from enactment of Law 1008 in 1988
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crop can be harvested This time gap must be bridged

There 1s also the fact that alternative crops are much more
demanding of infrastructure, inputs and technical assistance
than coca

(2) Political considerations Bolivia is a democracy The
government cannot be insensitive to the hardships imposed by
its policies upon large numbers of people, especially in
view of the power of the country's unions and the close
cooperation that prevails between the rural and urban
unions The polaicy of forced eradication has been a
particularly conflictive and sensitive i1ssue, rendered all
the more acute by U S 1insistence on eradication The
government needs all the economic support the U S can
provide The withdrawal of the U S from financing
alternative development would i1solate the GOB further and
could force 1t to relent on its resolve The U S also
needs the program to mitigate the unpopularity of its stance
on eradication And above all, the U S has an overriding
interest in preventing the narco interests from subverting
the government

(3) While alternative development has failed to reduce the
surface planted to coca, 1t does sweeten the pill for those
who must swallow 1t It should be viewed as offering at
least partial compensation to farmers forced out of coca
It 1s far better to move from coca to an alternmative crop
than to be left with nothing The program offers a positive
incentive to shift out of coca, which, when accompanied by a
credible threat of forced eradication, can be expected to
accomplish 1ts purpose

"4) Whi_e economic development certainly 1s not the focus of the
alternative development program, 1t has nonetheless occurred
on a significant scale The econom, of the Chapare 1s now
corsiderably more diversified, 1s erdowed with a much better
infrastructure, has made a gocd start in developing its
export potential, and has provided .ts farmers with higher
wagss and a higher living standard than farmers in most
other areas of the country

We believe that these arguments constitute a powerful case for
continued U S financing of alternative development Most
importantly, the full cooperation of the GOB in implementing the
interdiction-eradication program 1s essential, and cannot be
expected to occur without U S economic support It should also
be noted that no termination date can be placed on the
interdiction-eradication program Even when most or all coca has
been eradicated, the same vigilance and control must continue, or
coca cultivation will reappear This 1s bound to occur as long
as the drug 1is in demand at highly profitable prices
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II. Institutional Analyses
Background

Oon July 5, 1991, USAID/Bol:ivia and the Government of Bolivia
(GOB)signed Project Grant Agreement No 511-0617, titled the
Cochabamba Regional Development Project (CORDEP), providing
$80,000,000 1n grant funds USAID successfully negotiated with
the GCB to provide $40,000,000 counterpart funding to be
channeled through the PL-480 Executive Secretariat and the
Direccion de Financiamlento Externo y Monetizacion (DIFEM) The
original CORDEP PACD was September 30, 1997, but has since been
extended twice until May 31, 1999

The goal of the CORDEP Project 1s "increasing 1investment,
productivity and employment in licat activities as Bolivia
transforms 1ts coca based economy" The purpose of the Project
1s "to develop sustainable alternative sources of income and
erployment for the people within the Department of Cochabamba and
1ts area of influence"” The area of focus 1s the Chapare region
The Project has four components

* Production and Marketirg

To provide technical assistance to farmers for the
production and marketing of alternative crops

* Capital Resources

To provide private sector firms with incentives to build
fruit and vegetable processing facilities

* Small Farm Sustainable Agricultural Production

Te increase the agricultural production of farmers through
research and extension services provided to then

* Project Administration
Te provide adequate support for USAID/Bolivia personnel

contracted for project rmanagement and oversight of CORDEP

Project Implementing Entities
The Project has three implementing entities-
Regional Alternative Development Program (PDAR)

The PDAR central office 1s located i1n Cochabamba It was created
by the GOB to function as the coordinating body for CORDEP

1
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alternative development activities Additionally, 1ts roles
include a) validation of information and data on work at the
field level; b) monitor implementation activities at the field
level, c) monitor and assess the environmental impact of sub-
projects, and d) report on program results PDAR 1s the point of
contact for farmers regquesting CORDEP assistance for alternative
development activities The key staff of PDAR 1s composed of an
Executive Director responsible for overall management who reports
to the Vice~Minister for Alternative Development, an
Administrative/Financial Officer, and a Technical Officer Nine
other professional staff, and ten administrative/support staff
are also based in Cochabamba  Cochabamba-based professional
staff and the Executive Director travel to the field on a reqular
basis There are seven technicians and general support staff
permanently based in PDAR's field office in Villa Tunari

PDAR from 1ts inception 1n 1983 ({The entity has changed 1ts name
several times 1n the past 15 years ), has attempted to develop an
institutional capacity to beccme the coordinating body for the
entire alternative development program i1in the Chapare on behalf
of the GOB As alternative development became more complex 1in
the late 1980s, and program needs shifted with the entrance of
additional donors, PDAR has attempted to develop new capabilities
to better respond to program implementation needs For example,
PDAR 1s developing a unit which will collect data, and monitor
and report on project progress To do so the entity 1s
developing its own data base and information system However,
there are some weaknesses that must be addressed as will be noted
below 1n the observations to this analysis

Belavian Institute of Agricultural Technelogy (IBTA/Chapare)

The main office of IBTA/Chapare 1s also located in Cochabamba
Although IBTA/Chapare has cons.derable autonomy, 1t 1s a brarch
of the Ministry of Agriculture IBTA/Chapare's praincipal
function 1s to conduct applied agricultural research 1n areas
directly related to alternative crops beirg promoted 1n the
Chapare Additionally, 1t prcvides trairing to extension werxers
and produces seedlings for alternative crops included under
CORDEP

The key staff of IBTA/Chapare 1s composed of an Executive
Director, an Administrative/Financial Officer and a General
Accountant Ten other administrative and support staff are also
based in Cochabamba There are fifty technicians and fifteen
support personnel based 1n two field research stations in the
Chapare

The IBTA/Chapare Production Unit is one of the principal
providers of seedlings for the project, and the organization 1is
making a special effort to improve the efficiency of this unit
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Even 1f the plant production unit could achieve self-
sustainability, however, this strategy may have to be reviewed
and re-organized, since the plant production unit may actually
restrain the entrance of the private sector into this area Over
the years, IBTA/Chapare has become detached from 1ts
headquarters, leaving 1t without legal status This 1s an 1issue
which must be addressed 1in the near future

National Road Service-Tertiary Roads Department (8NC/CCVV)

SNC-CCVV 1s a de-centralized institution under the Ministry of
Transportation and Communications with 1ts main office located 1in
Cochabamba Its function 1s to provide for road improvement
directed to areas which demonstrate agricultural development
potential While 1t has technical and administrative autonomy 1t
1s under the organizational structure of the SNC/La Paz District

CCVV key staff 1s composed of a Project Officer, two engineers,
and an Administrator. Eighteen other professional and suppert
staff are also based in the Cochabamba office There are 160
field staff working in Chapare

CCVV develops an Annual Operating Plan, which i1s submitted to the
CORDEP Project Implementation Committee for review Once the
Committee reviews their plan, 1t 1s submitted to the Vice-
Ministry for Alternative Development for final approval ccvv
.ncludes the specific roads to be improved and maintained 1in
their Annual Operating Plan, including those that it plans to
contract out to the private sector The implementation of the
plan depends on the availability of funding

Funding for the Operations of the Implementing Entities

The PL-48(C Executive Secretariat, Title III provides local
currency for 100 percent of the funding for PDAR, IBTA/Chapare,
and SNC-CCVV operations As Title III counterpart funding
dimin.shes there 1s a high level of uncertainty regarding the
Zature operations of all three entities

Follow-on Project

The CN/SOT has 1identified PDAR, IBTA/Chapare, and SNC-CCVV as the
three i1mplementing entities to continue activities under CONCADE
in order to achieve the CN Intermediate Result 4 "Sustainable
Alternative Development Established" The three i1mplementing
entities are suited to continue i1mplementation because of their

* past experience and administration of USAID resources,
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*

technical expertise with alternative development 1ssues, and

strategic location relative to the Chapare

Objectives of the Analyses

In order to undertake this institutional analysis, a team of
financial analysts from USAID/Bolivia Financial Management Cffice
(FMO) visited the three 1implementing entities as part of the
CONCADE design effort The purpose of the visit was to conduct a
preliminary evaluation to

*

Determine 1f PDAR, IBTA/Chapare, and CCVV are complying with
policies and procedures as established 1n their Commodity
and Services Acquisition Manuals, Financial and
Administrative Manuals, Inventory and Fixed Asset Manuals,
Budgeting and Budget Implementation Systems, and for the
Heavy and Light Equipment Maintenance System (In the case of
SNC/CCVV ), 1in compliance with GOB laws,

Examine practices for fixed asset registration and tracking,

Conduct a preliminary evaluation of the internal control
mechanisms 1in place, and,

Follow-up on the observations and recomzendations on
internal controls as reported 1n the external auditing
reports for the year ending December 31, 1997

Scope of the Review

The review 1ncluded

*

A preliminary review of the polic.ss a~a procedures
currently 1n place.

A preliminary review of the accourt.ng systems and internal
control mechanisms utilized by the 1nplementing entities

Follow-up on observations and recommendations for internal
control as stated by the external auditors

Methodology

The following methodology was used

*

Introductory meetings with the heads of the three entities,
plus systems and financial/administrative management
personnel



* A review of manuals for: Commodity and Services
Acquisitions, Administrative and Accounting Systenms,
Inventories, Fixed Assets, Budgeting and Budget
Implementation System, and the Heavy and Light Egquipment
Maintenance System for SNC/Caminos Vecinales

* A sample selection of commodity and service acgquisitions was
undertaken to see 1f policies and procedures established 1in
the manuals were being followed.

* A sample of 1tems which are 1included 1in the inventories was
examined
* A review of the procedures followed for fixed asset

registration and right-offs was made at the three entities

* A sample of personnel files was reviewed and the respective
documentation analyzed (contracts, CVs, personnel records
and certificates)

General Conclusion

In general, the three implementing entities possess sufficient
capacity to adequately account for the receipt and use of USG
appropriated funds However, several raterial weaknesses were
observed which need to be corrected prior to the implementation
of CONCADE Nevertheless, this preliminary conclusion needs to
be confirmed or modified when the pre-award survey is conducted
The more relevant administrative defilciencies that were detected
in the review and the recommendations for corrective steps are
provided below

Observations and Recommendations

In order to strengthen the administrat.ve capacity of each of tre
three implementing entities, and kecause of tne importance of
some of the observations, the implemertation of most of the
following recommendations must be carried-out prior to any
disbursements under CONCADE, and should be considered Conditions
Precedent The following 1s a sunmmary of the observations and
recommendations by category

Integrated Information Systenm
Observation
In 1993, PDAR, IBTA/Chapare, and CCVV developed an

Integrated Information System (IIS), based on Price-
Waterhouse prepared manuals, i1n order to have an integrated
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information system to use as a management tool. The system
utilizes Informix software under a UNIX operating systenm
which was inherited from DONOVAN, and completed by the
Mitchel Group 1n 1982 This program is well designed,
however, due to the complexity of the software utilized, 1t
was not completely implemented, but rather was complemented
by the different entities through the creation of small sub-
programs utilizing individual spreadsheets This has
negated all possibilities for the information to be
integrated

Since PL-480 Executive Secretariat provides operational
funding, the three implementing entities only prepare
accounting reports in local currency When the entities are
requested to submit accounting reports in US Dollars,
electronic spread sheets are used instead of using the bi-
monetary accounting systems that were originally designed
and which allow for this type of report preparation
Apparently, the users are not acquainted with the accounting
module for bi-monetary report preparation

Reccmmendation

The design of the current system i1s still valid and should
continue to be used so as not to loose six years of valuable
data and experience Nevertheless, since s1x years have
passed since 1t was designed, 1t needs to be upgraded to
make 1t more user friendly, transportable, and LAN/Windows
compatible. The three systems must also be 1ntegrated to
provide for the mutua! exchange of information among
exlsting data bases This should be done i1mmediately by the
three entities and be considered as a condition precedent to
the disbursement of a-y funds under CONCADE

Additionally, the ne« contractor shcould be required to make
a reassessment of tre existing information system of the
three entities 1n order to make 1t totally compatible with
its own, as well as cmaxk.ng 1t compatible with the new
results-oriented data requirements of USAID

Personnel Functions Manual, Human Resource Management Systeas,
and Personnel Evaluation Manual

Chservation

None of the three implementing entities have personnel
manuals or human resources manadgement systems PDAR and
SNC-CCVV do not have a personnel evaluation manual The
Price-Waterhouse manuals developed for the three entities,
and mentioned above, do not include personnel manuals



While the three implementing entities were charged with the
responsibility to adapt/adjust the Price-Waterhouse
developed manuals to their specific needs, they did not take
this opportunity to develop their own procedures for
personnel management. This failing, at one time, could have
been considered acceptable for the three entities since they
have relied on USAID assistance i1n this area until recently
This, however, has led to substantial USAID involvement 1in
personnel hiring which 1s no longer desirable, nor 1s 1t 1in
line with current USAID policies

In one of the implementing entities, Caminos Veclinales,
salariles are being funded from two different sources, the
GOB and Title III. Each funding source has a different pay
scale and different salaries for the same type of work

Recommendation

PDAR 1n coordination with the other implementing entities,
should develop a standard system for personnel management,
including hiring policies, compensation, and benefits

In order to have clear guidelines related to specific
functions and to have uniform performance within the
1i~plementing entities, as well as for personnel evaluations,
each entity should develop personnel systems and procedures
pertaining to hiring practices, salaries, salary increments,
and personnel benefits Personnel policies and salary
scales will need to be reviewed and approved by USAID prior
to the disbursement of funds to GOB entities under CONCADE
This should also be 1included as a condition precedent under
the new Strategic Objective Agreement

Financial-Administrative Oversight

Observation

Neone of the three 1nstitutions possess appropriate
administrative-financial support to carry out operations
oversight

Recommendation

The three implementing entities manage a significant amount
of funds. It 1s therefore recommended that the existing
mechanisms and systems are strengthened within PDAR to
ensure appropriate financial-administrative oversight
functions of all three entities A description of
administrative-financial activities should be included 1in
the Annual Operating Plans of each entaty PDAR's
Financial-Administive Manager shall be required to follow-up
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on any 1ssues 1dentified i1n the external audits or in the
reviews conducted by the Contractor.

Legal Status
Observation

The legal status of two of the three implementing entities
1s not clearly defined. For example, IBTA/Chapare which was
created as a branch of the national level IBTA, 1is currently
an 1ndependent entity with no relation to the national level
and 1s not recognized as a legal entity The legal status
of PDAR 1s also questionable SNC/CCVV derives 1its legal
status from the SNC national level

Reccmmendation

In order to avoid future problems regarding the titling of
fixed assets, inventories, etc , and prior to any
disbursements to the three implementing entities, the GOB
must clarify the legal status of PDAR and IBTA/Chapare and
clearly define the lines of communication, authority, and
responsibility for all three entities. This should alsc be
considered a condition precedent under the new Strategic
Objective Agreement.

Updating of Manuals
Observation

The manuals developed 1n 1593 by Price-Waterhouse have never
been updated Additionally, several procedural changes have
been made which were not 1ncorpcrated 1into the manuals For
exarple, IBTA/Chapare no longer util.zes Bin Cards for
inventory control as was established 1in the respective
manual, rather it utilizes a computerized system whose use
was not 1ncorporated into the appropriate manual

Recommendation

It 1s recommended that all implementing entities update
their manuals, and that policies and procedures be
standardized Where procedures 1dentified in the
operational manuals are no longer valid, they need to be
documented in an operational memo

While the three implementing entities are following
guidelines as established i1n the manuals developed by Price-
Waterhouse for the acquisition of commodities and services,
they should also develop a list of their providers and up-
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date the list on a periodic and systematic basis. The
periodic up-dating will allow the entities to determine 1f
their providers are still 1in business or no longer exaist.
Additionally, this process will allow them to locate other
providers who are entering the market, and who may be more
competitive or offer better services. A data base should be
developed for provider tracking.

Follow-up on Internal Control Audit Recommendations

Observation

External audits were conducted for the three implementing
entities for the year ending December 31, 1997. Included
were some observations and recommendations on internal
control. As of July 18, 1998, when this analysis was
conducted, IBTA/Chapare and CCVV had several outstanding
cbservations. They are.

IBTA/Chapare

- Undocurented differences in purchasing prices
- Missing signatures on some sampled 1items
- Delivery vouchers lacking defined procedures

SNC-CCVV

- Files for payments of work orders lacking payment
recelpts

- Incomplete heavy equipment and vehicle documentation

- Delivery vouchers for vehicles only partially following
procedures

- Documentation for egquiprment and vehicles not filed in
an orderly manner

- Equiprent usage and fuel reports without signatures

Recommendation

IBTA/Chapare and SNC-CCV" , which have ocutstanding aud:it
observations, will be required to establish procedures to
prevent the deficiencies 1identified in the external audit
report from reoccurring prior to any disbursement of funds
under CONCADE Additionally, all three GOB implementing
entities will be required to develop and implement
administrative procedures to assure that the internal
control weaknesses 1dentified 1in this Institutional Analysas
do not continue. This should also be considered as a
condition precedent under the Strategic Objective Agreement



ASSISTANCE CEECKLIST FOR THE BOLIVIA COUNTERNARCOTICS STRATEGIC
OBJECTIVE, RESULTS PACKAGE FOR INTERMEDIATE RESULTS 4

Listed below are criteria applicable to the assistance resources
themselves, rather than to the eligibility of a country to (A)
both DA and ESF assistance, (B) DA only, or (C) ESF only

CROSS REFERENCE IS COUNTRY CHECKLIST UP TO DATE® Yes, the FY
98 Bolivia Country Checklist was finalized by the LAC Bureau 1in
Aprail, 1998

A. DEVELOPMENT ASSISTANCE AND
ECONOMIC SUPPORT FUND

1 Congressional Notifaication Congress has been

a General Reguirement (FY 1998 notified of planned
Appropriations Act Sec 515, obligations 1n accordance
FAA Sec. 6343) If the obligation with standard USAID

has not previously justified to procedures Obligations
Congress, or 1s for an amount 1n will not be incurred
excess of the amount previously until the notification
justified to Congress, has a have expired
Congressional Notification been

made?

b Special Notification
Requairement (FY 1998 Appropriations
Act, "Burma" and "NIS" Title II Not applicable
headings and Sec 520) For
obligations for NIS countries,
Burma, Colombia, Haiti, Liberia,
Pakistan, Panama, Peru, Serbaisa,
Sudan or the De-ocratic Republic of
Congo has a Congressional
Notification been submitted,
regardless of any justification in
the Congressional Presentation®

(o Notice of Account Transfer (FY

1998 Appropriations Act Sec 509) Not applicable
If funds are being obligated under

an appropriation account to which

they were not appropriated, has the

President consulted with and

provided a written justification to

the House and Senate Appropriations

Committees”?



2

d Cash Transfers and Nonproject
Sector Assistance (FY 1998
Appropriations Act Sec 532(b)(3))
If funds are to be made available
in the form of cash transfer or
nonproject sector assistance, has
the Congressional notice included a
detailled description of how the
funds will be used, with a
discussion of U S 1interests to be
served and a description of any
economlc policy reforms to be
promoted®

2 Engineering and Financial Plans
(FAA Sec 611l{a)) Prior to an
obligation 1n excess of $500,000,
wlll there be* (a) engineering,
financial or other plans necessary
to carry out the assistance, and
(b) a reasonably firm estimate of
the cost to the U S of the
assistance”?

3 Legislative Action (FAA Sec
611{aj} (2)) If the obligation 1is
in excess of $500,000 and requires
legislative action within the
recipient country, what is the
basis for a reasonable expectation
that such action will be completed
1n time to permit orderly
accomplishment of the purpose of
the assistance®

4. TWater Resources (FAA Sec
611(b)) If the assistance 1s for
water or water-related land
resource construction, have
benefits and costs been computed to
the extent practicable in
accordance with the prainciples,
standards, and procedures
established pursuant to the Water
Resources Planning Act (42 U 8 C

1962, et seq )~

5. Cash Transfer/Nonproject Sector
Assistance Requirements (FY 1998
Appropriations Act Sec 532) If
assistance 1s 1in the form of a cash
transfer or nonproject sector

Not applicable

Yes, the CN SOT has
completed a strategic
plan, results framework
and results package
documents defining
planned activities and a
firm estimate of the cost
to the U S

No further legislative
action in Bolivia 1is
required to support the
planned cobligation

Yes

Not applicable



assistance

a Separate Account: Are all
such cash payments to be maintained
by the country in a separate
account and not commingled with any
other funds (unless such
requirements are waived by
Congressional notice for nonproject
sector assistance)”

b Local Currencies: If
assistance 1s furnished to a
foreign government under
arrangements which result in the
generation of local currencies

(1) Has A I D (a)
reqguired that local currencies be
deposited 1n a separate account
established by the recipient
government, (b} entered into an
agreement with that government
providing the amount of local
currenciles to be generated and the
terms and conditions under which
the currencies so deposited may be
utilized, and (c) established by
agreement the responsibilities of
A I D. and that government to
monitor and account for deposits
into and disbursements from the
separate account®

(2) Will such local
currencles, or an equivalent amount
of local currencies, be used only
to carry out the purposes of the DA
or ESF chapters of the FAa
{(depending on which chapter is the
source of the assistance) or for
the administrative requirements of
the United States Government®

(3) Has A.I D taken all
necessary steps te ensure that the
equivalent of local currencies
disbursed from the separate account
are used for the agreed purposes®

(4) If assistance 1s
terminated to a country, will any

Not applicable

Yes

Yes

Yes

Yes



unencumbered balances of funds
remaining 1n a separate account be
disposed of for purposes agreed to
by the recipient government and the
United States Government®

6 Capital Assistance

a. (FAA Sec 611(e)) If
capital assistance 1s proposed Yes
(e g , construction), and total
U § assistance for 1t will exceed
%1 million, has Mission Director
certified and Regional Assistant
Administrator taken into
consideration the country’s
capability to maintain and utilize
the assistance effectively?

b ( Jobs Through Export Act
of 19%2, Secs 303 and 306(b)), Not applicable
P L 102-54%, 22 U S C 2421b and
2421d(b) If assistance 1is beling
provided for a capital activity, 1s
the activity developmentally sound
and will 1t measurably alleviate
the worst manifestations of poverty
or directly promote environmental
safety and sustainability at the
community level?

7 Local Currencies

a Recipient Contributions

(FAA Secs 612(b), 636(h)) Tre OB wl1lll contricute
Describe steps taken to assure 25% percent of the total
that, to the maximum extent cost of the project as
possible, the country 1is counterpart

contributing local currencies to
meet the cost of contractual and
other services, and foreign
currencies owned by the U § are
utilized in lieu of dollars

b. US-Owned Foreign
currencies

(1) Use of Currencaies No U S -owned local
(FAA Secs 612(b), 636(h) Are currencles are avallable
steps being taken to assure that,
to the maximum extent possible,
foreign currencles owned by the

/



U S. are utilized in lieu of
dollars to meet the cost of
contractual and other services

(2) Releasas of
Currencies (FAA Sec 612(d)) Does
the U S own non-PL 480 excess
foreign currency of the country
and, 1if so, has the agency
endeavored to obtain agreement for
1ts release 1n an amount equivalent
to the dollar amount of the
assistance®

8 Trade Restrictions - Surplus
Conmodities (FY 1998 Appropriations
Act Sec 513(a)) If assistance 1s
for the production of any commodity
for export, 1s the commodity likely
to be 1n surplus on world markets
at the time the resulting
productive capacity becomes
operative, and is such assistance
likely to cause substantial injury
to U S producers of the same,
similar or competing commodity”®

9 Envaironmental Considerations
(FAA Sec 117, USAID Regulation 16,
22 CFR Part 216) Have the
environmental procedures of USAID
Regulation 16 been met?

10 PVO Assistance

a Auditing (FY 1998
Appropriations Act Sec 549) if
assistance 1s being made avallable
to a PVO, has that organization
provided upon timely request any
document, file, or record necessary
to the auditing requirements of
USAID?

b Funding Sources (FY 1998
Appropriations Act, Title II, under
heading "Private and Voluntary
Organizations") If assistance 1s
to be made to a United States PVO
(other than a cooperative

No

Any conmodities developed
for export are unlikely
to be 1n surplus on world
markets

A Tnreshold Environmental
Determination 1s attached
to the Result Package
documents Clauses will
be 1ncluded in the SOAG
to ensure compliance

Only PVOs which are in
compliance will be
assisted

Not Applicable



6

development corganization), does 1t
obtain at least 20 percent of 1its
total annual funding for
international activities from
sources other than the United
States Government® If not, has the
requirement been waived®

11 Agreement Documentation (ADS

350 5 5, Case-Zablocki Act, 1 No bilateral obligation
USC Sec 112b, 22 C F R Part over $25 million 1is
181) For any bilateral agreement anticipated

with an obligation of $25 million
or over, has the date of signing
and the amount 1involved been cabled
to State L/T 1mmediately upon
signing and has the full text of
the agreement been pouched to
State/L within 20 days of signing?

12 Metric System (Omnibus Trade
and Competitiveness Act of 1988
Sec 5164, as 1interpreted by
conference report, amending Metric
Conversion Act of 1975 Sec 2, and
as 1mplemented through A I D
policy) Does the assistance
activity use the nmetric system of
measurement 1n 1ts procurements,
grants, and other business~-related Yes
activities, except to the extent
that such use 1s impractical or 1is
likely to cause significant
inefficiencies or loss of markets
to United States firms® Are bulk
purchases usually to be made 1in

metric, and are components, Bulk purchases are not
subassemblies, and semi-fabricated planned, but 1f required
materials to be specified i1n metric they will comply with the
units when economically available metric requirements

and technically adequate® Will

A I.D specifications use metric
units of measure from the earliest
programmatic stages, and from the
earlilest documentation of the
assi1stance processes (for example,
project papers) involving Yes
quantifiable measurements (length,
area, volume, capacity, mass and
weight), through the implementation
stage®



13. Abortions (FAA Sec. 104(f), FY
1998 Appropriations Act, Title II,
under heading " Development
Assistance" and Sec. 518)

a Are any of the funds to be
used for the performance of
abortions as a method of family
planning or to motivate or coerce
any person to practice abortions?
(Note that the term "motivate" does
not include the provision,
consistent with local law, of
information or counseling about all
pregnancy options )

b Are any of the funds to be
used to pay for the performance of
involuntary sterilization as a
method of family planning or to
coerce or provide any financial
incentive to any person to undergo
sterilizations®

C Are any of the funds to be
made avallable to any organization
or program which, as determined by
the President, supports or
participates i1n the management of a
program of coercive abortion or
involuntary sterilization®

d W1ll funds be made
available only to voluntary family
planning projects which offer,
elther directly or through referral
to, or information about access to,
a broad range of family planning
methods and services” (As a legal
matter, DA only )

e In awarding grants for
natural family planning, will any
applicant be discriminated against
because of such applicant’s
religious or consclentious
commitment to offer only natural
family planning?® (As a legal
matter, DA only )

No

No

No

No family planning
assistance wl1lll be funded
under the SO

No family planning
assistance will be funded
under the SO

W
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£ Are any of the funds to be
used to pay for any biomedical
research which relates, 1n whole or
in part, to methods of, or the
performance of, abortions or
involuntary sterilization as a
means of family planning”

g Are any of the funds to be
made available to any organization
1f the President certifies that the
use of these funds by such
organization would violate any of
the above provisions related to
abortions and involuntary
sterilization®

14 Procurement

a Source, Origin and
Naticonality (FAA Sec 604(a))
Will all procurement be from the
U S , the recipient country, or
developling countries except as
otherwise determined 1n accordance
with agency rules?

b Marine Insurance (FAA Sec
604(d)). If the cooperating
country discriminates against
marine insurance companlies
authorized to do business 1n the
U S , will commodities be insured
1n the United States against marine
risk with such a company®

c Insurance (FY 1998
Appropriations Act Sec 529) Will
any A I D contract and
solicitation, and subcontract
entered into under such contract,
include a clause requiring that
U S 1nsurance companies have a
fair opportunity to bid for
insurance when such insurance 1s
necessary or appropriate®

d Non-U.S. Agraicultural
Procurement (FAA Sec 604(e)) If
non-U S procurement of
agricultural commodity or product
thereof 1s to be financed, 1s there

/

No

No

Yes

Yes

Yes

No provisions of
agricultural commodities
other than plant genetic

W
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provision against such procurement
when the domestic price of such
commodity 1s less than parity?
(Exception where commodity financed
could not reasonably be procured in
U Ss.)

e Construction or
Engineering Services (FAA Sec
604(g)) Will construction or
engineering services be procured
from firms of advanced developing
countries which are otherwise
eligible under Code 941 and which
have attained a competitive
capability 1n international markets
in one of these areas® (Exception
for those countries which receive
direct economic assistance under
the FAA and permit United States
firms to compete for construction
or engineering services financed
from assistance programs of these
countries )

f Cargeo Preference Shipping
(FAA Sec 603})) Is the shipping
excluded from compliance with the
requlrement in section 901(b) of
the Merchant Marine Act of 1936, as
atnended, that at least 50 percent
of the gross tonnage of commodities
{computed separately for dry bulk
carriers, dry cargo liners, and
tankers) financed shall be
transported on privately owned U S
flag commercial vessels to the
extent such vessels are available
at fair and reasonable rates®

g Technical Assistance (FAA
Sec. 621(a)) If technical
assistance 1s financed, will such
assistance be furnished by private
enterprise on a contract basis to
the fullest extent practicable”
W1ll the facilities and resources
of other Federal agencies be
utilized, when they are
particularly suitable, not
competitive with praivate

material s planned under
the project

No

Activities under the SO
will corply with the
statutory requireme-ts

Yes

Yes

N
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enterprise, and made avallable
without undue interference with
domestic programs?

h U.S. Air Carriers (Fly
America Act, 49 U S C Sec 1517}
If air transportatiecn of persons or
property 1is financed on grant
basis, w1ll U.S carriers be used
to the extent such service 1s
available?

1 Consulting Services (FY
1998 Appropriations Act Sec 548)
If assistance 1s for consulting
service through procurement
contract pursuant to 5 U S C 3109,
are contract expenditures a matter
of public record and available for
public inspection (unless otherwise
provided by law or Executive
order)?

J Notice Requirement (FY
1998 Appropriations Act Sec 546)
W1ll agreements or contracts
contain notice to the effect that
it 1s the Sense of the Congress
that, to the greatest extent
practicable equipment and products
purchased with funds appropriated
under the FY 1398 Appropriations
Act should be American-made”

15 Construction

a Capital Assistance (FAA
Sec 601(4)) If capital (e g ,
construction) assistance, will U S
engineering and professional
services be used?

b Large Projects -
Congressional Approval (FAA Sec
620(k)) If for construction of
productive enterprise, will
aggregate value of assistance to be
furnished by the U S not exceed
$100 million (except for productive
enterprises in Egypt that were
described 1in the Congressional
Presentation), or does assistance

Yes

Yes

Yes

Most corstruct_c» a=d
engineering ser-.ces will
be carried out L,
Bolivian fircs tecause of
their small value

Not appilicable

W
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have the express approval of
Congress”®

16 U.S5. Audit Rights (FAA Sec
301(d)) If fund 1s established
solely by U S contributions and
administered by an international
organization, does Comptroller
General have audit raights?

17 Communist Assistance (FAA Sec
620 (h) Do arrangements exist to
insure that United States foreign
aid 1s not used in a manner which,
contrary to the best interests of
the United States, promotes or
assists the foreign aid projects or
activities of the Communist-bloc
countries?

18 Narcotaics

a Cash Reimbursements (FAA
Sec 483, Will arrangements
preclude use of financing to make
reimbursements, in the form of cash
payments, to persons whose 1llicit
drug crops are eradicated?

b Assistance to Narcotaics
Traffickers (FAA Sec 487) N1ill
arrangements take "all reasonable
steps" to preclude use of financing
o or tnrough individuals or
enzities which we xnow or ha s
reason to believe have eitner (1)
been convicted of a vaiolation of
any law or regulation of the United
States or a foreign country
relating to narcotics {or other
controlled substances), or (2)
been an 11lacit trafficker in, or
otherwise involved in the 1llicit
trafficking of, any such controlled
substance?

19 Expropriation and Land Reform
(FAR Sec 620(g)) W1ll assaistance
preclude use of financing to
compensate owners for expropriated
or nationalized property, except to
compensate foreign nationals in

e s itidle - LR J‘uwmmzm.%,,

Yes

Yes, the standard
provision on this subject
w1ll be included in the
SOAG

Yes, no casn assista-ce
will be prc-ided to
farmers growing 1lliz:it
crops

issistance «~1ll be wade
available only to
individuals or entit.=s
who have agreed not o
plant coca and to rsz.aca
coca planting with
alternati-e licit crcps

All required reasocnac.e
steps will be taken =o
comply witn this sec=z.cn
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accordance with a land reform
program certified by the President?

20 Police and Prisons (FAA Sec
660) W1ll assistance preclude use
of financing to provide training,
advice, or any financial support
for police, prisons, or other law
enforcement forces (see exceptions
in section 660) ?

21 CIA Activities (FAA Sec 662)
Wi1ll assistance preclude use of
financing for CIA activities®

22 Motor Vehicles (FAA Sec
636(1)) W1ll assistance preclude
use of financing for purchase,
sale, long-term lease, exchange or
guaranty of the sale of motor
vehicles manufactured outside U S ,
unless a waiver is obtained?

23 Export of Nuclear Resources
(FY 1995 Appropriations Act Sec
506) W1ll assistance preclude use
of financing to finance, except for
purposes of nuclear safety, the
export of nuclear equipment, fuel,
or technology?

24 Publicaity, Propaganda and
Lobbying (FY 1998 Appropriations
Act Sec 545, Anti-Lobbying Act, 18
LS C § 1913 Wi1ll assistance be
used to support or defeat
legislation pending before
Congress, to influence 1in any way
the outcome of a political election
i1n the United States, or for any
publicity or propaganda purposes
not authorized by Congress®

25 Commitment of Funds (FAA Sec
635{(h)) Does a contract or
agreement entail a commitment for
the expenditure of funds during a
period 1in excess of 5 years from
the date of the contract or
agreement?

No

Yes

Yes

Yes

Yes

No

Contracts and other
agreements will not
entail commitments
extending beyond five
years at any given point
in time

\f[,\
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26 Impact on U.8. Jobs (FY 1998
Appropriations Act, Sec. 538)

a Will any financial
incentive be provided to a business
located 1in the U S for the purpocse
of inducing that business to
relocate outside the U.S 1n a
manner that would likely reduce the
number of U § employees of that
business®

b Will assistance be provided
for the purpose of establishing or
developing an export processing
zone or designated area 1in which
the country’s tax, tariff, labor,
environment, and safety laws do not
apply? If so, has the President
determined and certified that such
assistance 1s not likely to cause a
loss of Jobs within the U s °

c Will assistance be provided
for a project or activity that
contributes to the violation of
internationally recognized workers
rights, as defined 1n section
502(a)(4) of the Trade Act of 1974,
of workers 1n the recipient
country, or will assistance be for
the informal sector, micro or
small-scale enterprise, or
smallholder agriculture?

B. DEVELOPMENT ASSISTANCE ONLY

1 Agricultural Exports (Bumpers
Amendment) (FY 1998 Appropriations
Act Sec. 513(b})), as interpreted by
the conference report for the
original enactment) If assistance
1s for agricultural development
activities (specifically, any
testing or breeding feasibility
study, variety improvement or
introduction, consultancy,
publication, conference, or
training), are such activities

(a) specifically and principally
designed to 1ncrease agricultural
exports by the host country to a

No

No

No Standard provisions
implementing this statute
w1ll be 1included in the
SOAG

No
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country other than the United
States, where the export would lead
to direct competition in that third
country with exports of a similar
commodity grown or produced in the
United States, and can the
activitles reasonably be expected
to cause substantial injury to U S
exporters of a similar agricultural
commodity; or (b) 1in support of
research that 1s intended primarily
to benefit U.S producers?

2 Recapient Country Contraibution
(FAA Secs 110, 124(d)). Will the
reciplent country provide at least

25 percent of the costs of the Yes, the GOB will make a
activity with respect to which the 25 percent contribution
assistance 1s to be furnished or 1is of the total cost of the
this cost-sharing regquirement being project

waived for a "relatively least
developed" country®

3 Forest Degradation (FAA Sec
118)

a W1ill assistance be used
for the procurement or use of
logging equipment® If so, does the

an environmental assessment No assistance will be
indicate that all tizber harvesting provided for procurement
operations involved «~11l1 be or use of logging
conducted 1n an environmentally equiprent

sound manner and tha: the proposed
activity will produce positive
economic benefits and sustainable
forest management systems®

b W1ill assistance be used
for (1) actions which will
significantly degrade national
parks or similar protected areas
which contain tropical forests, or No
introduce exotic plants or animals
into such areas, {(2) activities
which would result ir the
conversion of forest lands to the
rearaing of livestock, (3) the
construction, upgrading, or
maintenance of roads (including
temporary haul roads for logging or
other extractive 1industries) which



15

pass through relatively undergraded
forest lands, (4)the cclonization
of forest lands, or (5) the
construction of dams or other water
control structures which flood
relatively undergraded forest
lands® 1If so, does the
environmental assessment indicate
that the activity will contribute
significantly and directly to
improving the livelihood of the
rural poor and will be conducted 1in
an environmentally sound manner
which supports sustainable
development”

4 Deobligation/Reobligation (FY
1998 Appropriations Act Sec 510)
If deob/reob authority 1s being
used under section 510 in the
provision of DA assistance, are the
funds being obligated for the same
general purpose and for countries
within the samre region as
originally obligated, and have the
House and Senate Appropriations
Committees been properly notified?
[Note Compare to no-year authority
under section 511 ]

5 Loans

a Repayment Capacity (FAA
Sec 122(b)) Information and
conclusion on capacity of the
courtry to repay the loan at a
reasonable rate of 1interest

b Long-Range Plans (FAA Sec
122 (b)) Doces the activity give
reasonable promise of assisting
long-range plans and programs
designed to develop economilc
resources and increase productive
capacities?

o] Interest Rate (FAA Sec
122 (b)) If develcopment loan is
repayable i1n dollars, 1s interest
rate at least 2 percent per annum
during a grace period which 1s not
to exceed ten years, and at least 3

This authority is not
being used

Ass.stance 1s beirg
prov.asd on a grarct
basis
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percent per annum thereafter?

d. Exports to United States
(FAA Sec 620(4d)) If assistance
1s for any productive enterprise
which wi1ll compete with U §
enterprises, 1s there an agreement
by the recipient country to prevent
export to the U S of more than 20
percent of the enterprise’s annual
production during the life of the
loan, or has the requirement to
enter into such an agreement been
waived by the President because of
a national security interest®

6 CITIES ~Convention on
International trade in Endangered
Species of Flora and Fauna (New
for PY 98) (FY 1998 Appropriations
Act, Title ITI under "Development
Assistance" heading) Is the
activity not i1n contravention of
CITIES?

7 Planning and Design
Considerations. Has agency
guidance or the planning and design
documentation for the specific
activity taken into account the
following, as applicable®

a Economic Development FAR
Sec 101(a) requires that the
activity give reasonable promise of
contributing to the development of
economic resources or to the
increase of productive capacities
and self-sustaining economic
growth.

b. Special Development
Emphases FAA Secs 102(b), 113,
281(a)) reguire that assistance
(1) effectively involve the poor 1in
development by extending access to
economy at local level, increasing
labor-intensive production and the
use of approprirate technology,
dispersing investment from cities
to small towns and rural areas, and
insuring wide participation of the

/

The activity 1s not 1in
contravention of CITIES

Yes

As descr.bed 1n the

Strategy; Plan and Results
Package documents, the SO

will contribute to
increase the productive
capacity of Chapare
farmers

This SO includes
activities 1in area (1)
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poor 1n the benefits of development

on a sustained basis, using
appropriate U.S. ainstitutions, (2)
encourage democratic private and
local governmental institutions,
(3} support the self-help efforts
of developing countries, (4)
promote the participation of women
in the national economies of
developing countries and the
improvement of women’s status, and
(5} utilize and encourage regional
cooperation by developing
countries

c Agriculture, Rural
Development and Nutraition, and
Agricultural Research FAA Secs
103 and 103A requare that (1)
Rural poor and small farmers:
assistance for agriculture, rural
development or nutrition be
specifically designed to 1increase
productavity and income of rural
poor, and assistance for
agricultural research take into
account the needs of small farmers
and make extensive use of field
testing to adapt basic research to
local conditions, (2) Nutraitaion:
assistance be used in coordination
with efforts carried out urder FAA
Section 104 (Population and Health)
to help i1mprove nutrition of the
people of developing countries
through encouragement of increased
production of crops with greater
nutritional value, improvenment of
planning, research, and education
with respect to nutraition,
particularly with reference to
improvement and expanded use of
indigenously produced foodstuffs,
and the undertaking of pilot or
demonstration programs explicitly
addressing the problem of
malnutrition of poor and vulnerable
people; (3) Food security:
assistance 1ncrease national food
security by improving food policies
and management and by strengthening
national food reserves, with

/

The CN SO provides
assistance in area (1)
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particular concern for the needs of
the poor, through measures
encouraging domestic production,
building national food reserves,
expanding available storage
facilities, reducing post harvest
food losses, and improving food
distribution

d Population and Health
FAA Secs 104(b) and (c) require
that assistance for population or
health activities emphasize
low-cost, integrated delivery
systems for health, nutraition and
family planning for the poorest
people, with particular attention
to the needs of mothers and young
children, using paramedical and
auxiliary medical personnel,
clinics and health posts,
commercial distribution systems,
and other modes of community
outreach

e Education and Human
Resources Development FAA Sec
105 requires that assistance for
education, public administration,
or human resource development (1)
strengthen nonformal education,
make formal education more
relevant, especlally for rural
families and urban poor, and
strengthen management capability of
institutions enabling the poor to
participate 1in development, and (2)
provide advanced education and
training of people of developing
countries 1n such disciplines as
are required for planning and
implementation of public and
private development activities

£ Energy, Praivate Voluntary

Oorganizations, and Selected
Development Actaivaities. FAA Sec.
106 requires that assistance for
energy, private voluntary
organizations, and selected
development problems may be used
for (1) data collection and

Not applicable

Training will be provided
to farmer assoclations on
alternative crop
production

Not applicable

7l
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analysis, the training of skilled
personnel, research on and
development of sultable energy

sources, and pilot projects to test

new methods of energy production;

and facilitative of research on and
development and use of small-scale,

decentralized, renewable energy
sources for rural areas,
emphasizing development of energy

resources which are environmentally

acceptable and regquire minimum
capital investment, (2) technical
cooperation and development,
especially with U § praivate and
voluntary, or regional and
international development,
organizations, (3) research into,
and evaluation of, economic
development processes and
technigques, (4) reconstruction
after natural or manmade disaster
and programs of disaster
preparedness, (5) special

development problems, and to enabile

proper utilization of

infrastructure and related projects

funded with earlier U S
assistance; (6) urban development,
especially small, labor-intensaive
enterprises, marketing systems for
small producers, and financial or
other institutions to help urban
poor particilpate in economic and
soclal development

g Appropriate Technology.
FAA Sec. 107 requires that
assistance emphasize use of
appropriate technology (defined as
relatively smaller, cost-saving,
labor-using technologies that are
generally most appropriate for the
small farms, small businesses, and
small incomes of the poor

h Tropical Forests. FAA

Sec. 118 and FY 1991 Appropriations

Act Sec. 533(c) as referenced in
section 532(d) of the FY 1993
Appropriations Act) require that.

Emphasis will be placed
on appropriate
technology
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(1) Conservation:
assistance place a high priority on
conservation and sustalnable
management of tropical forests and
specifically (1) stress the
importance of conserving and
sustainably managing forest
resources, (11) support activities
which offer employment and income
alternatives to those who otherwise
would cause destruction and loss of
forests, and help countries
1dentify and 1mplement alternatives
to colonizing forested areas, (111)
support training prograns,
educational efforts, and the
establishment or strengthening of
institutions to improve forest
management; (1v) help end
destructive slash-and-burn
agraiculture by supporting stable
and productive farming practices,
(v]) help conserve forests which
have not yet been degraded by
helping to 1increase production on
lands already cleared or degraded,
(vi) conserve forested watersheds
and rehabilitate those which have
been deforested, (vil) support
training, research, and other
actions which lead to sustainable
and more environmentally sound
practices for timber harvesting,
removal, and processing, (vill)
sapport research to expand
knowledge of tropical forests and
identify alternatives which will
prevent forest destruction, loss,
or degradation, (1xX) conserve
birological diversity 1in forest
areas by supporting efforts to
identi1fy, establish, and maintain a
representative network of protected
tropical forest ecosystems on a
worldwide basis, by making the
establishment of protected areas a
condition of support for activities
involving forest clearance or
degradation, and by helping to
1dentify tropical forest ecosystems
and speciles 1n need of protection
and establish and maintain

/

Part of the assistance
w1lll be provided to
prevent forest
degradation

A
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appropriate protected areas, (x)
seek to i1ncrease the awareness of
U S. Government agencies and other
donors of the immediate and
long-term value of tropical
forests; (x1) utilize the
resources and abilities of all
relevant U S government agencies;
{(x11) be based upon careful
analysis of the alternatives
available to achieve the best
sustailnable use of the land, and
(x111) take full account of the
environmental impacts of the
proposed activities on biological
diversity

(2) Sustainable
Forestry: assistance relating to
tropical forests assist countries
in developing a systematic analysas
of the appropriate use of their
total tropical forest resources,
with the goal of developing a
national program for sustainable
forestry

1 Biological Diversaty FAA
Sec. 119(g) requires that
assistance-* (1) support training
and education efforts which improve
the capacity of recipient countraies
to prevent loss of biological
diversity, (11) be provided under
a long-term agreement in which the
reciplient country agrees to protect
ecosystems or other wildlife
habitats, (111) support efforts to
1dentify and survey ecosystems 1n
recipient countries worthy of
protection; or (iv) by any direct
or indirect means significantly
degrade national parks or similar
protected areas or introduce exotic
plants or animals into such areas

3. Benefit to Poor Majoraty
FAA Sec. 128(b) requires that if
the activity attempts to increase
the ainstitutional capabilities of
private organizations or the
government of the country, or if it

/

Part of the assistance
w1ill be provided to
prevent forest
degradation Where
forests are degraded,
asslistance will be
provided to plant trees,
shrubs or grasses

Assistance does not
relate to biological
diversity

Some of the assistance
w1lll 1ncrease the
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attempts to stimulate scientific
and technological research, 1t be
designed and monitored to ensure
that the ultimate beneficliaries are
the poor majority

k Indigenous Needs and
Resources FAA Sec. 281(b)
requires that an activity recognize
the particular needs, desires, and
capacities of the people of the
country, utilize the country’s
intellectual resources to encourage
institutional development, and
suppoert civic education and
training in skills required for
effective participation 1n
governmental and political
processes essential to
self-government

1 Energy FY 1991
Appropriations Act Sec. 533(c) as
referenced 1n section 532(d) of the
FY 1993 Appropriations Act)
requires that assistance relating
to enerqgy focus on (1) end-use
energy efficiency, least-cost
energy planning, and renewable
energy resources, and (2) the key
countriles where assistance would
have the greatest impact on
reducing emissions from greenhouse
gases

m Debt-for~Nature Exchange
FAA Sec 463 requires that
assistance which will finance a
debt-for-nature exchange (1)
support protection of the world’s
oceans and atmosphere, animal and
plant species, or parks and
reserves; or (2) promote natural
resource management, local
conservation programs, conservation
training programs, public
commitment to conservation, land
and ecosystem management, or
regenerative approaches in farming,
forestry, fishing, and watershed
management.

institutional capacity of
farmer associations which
are formed by small poor
farmers

Assistance does not
relate directly to self-
government
USAID/Bolivia has other
programs to address that

Assistance does not
relate to energy

Not applicable +

%!
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C. ECONOMIC SUPPORT FUND ONLY

1 Economic and Political
Stability (FAA Sec 531(a)) Does
the design and planning
documentation demonstrate that the
assistance will promote economic
and political stability? To the
maximum extent feasible, 1s thas
assistance consistent with the
policy directions, purposes, and
programs of Part I of the FAA®

2 Milaitary Purposes (FAA Sec
531(e)). Will this assistance be
used for military or paramilitary
purposes”

3 Commodity Grants/Separate
Accounts (FAA Sec 609) If
commoditiles are to be granted so
that sale proceeds will accrue to
the recipient country, have Special
Account (counterpart) arrangements
been made?® (For FY 1998, this
provision 1s superseded by the
separate account requirements of FY
1998 Appropriations Act Sec

532(a), see Sec 532(a)(5) )

4 Generation and Use of Local
Currencies (FAA Sec 531(d)) Will
ESF funds made available for
commodity import programs or other
program assistance be used to
generate local currencles® If so,
will at least 50 percent of such
local currencies be available to
support activities consistent with
the objectives of FAA sections 103
through 106? (For FY 1998, thais
provision 1s superseded by the
separate account requirements of FY
19987 Appropriations Act Sec.
532(a), see Sec. 532(a)(5) )

No ESF monies are
anticipated for the SO
INC money will fund this
S0.

No

Not applicable

Not applicable.



RESULTS FRAMEWORK

COUNTERNARCOTICS OBJECTIVE

ILLEGAL COCA

Development Hypothesis If current
coca hectarage 1» decreased through
eradicaton and suppression of new
plantings the risk/reward ratio for
producing and marketing coca products

r-

Police property
enforce CN laws

— o]

effectively investigate
and process CN
cases

1S sufficiently high and alternative
SPECIAL ELIMINATED FROM Income sources for farmers are
OBJECTIVE THE adequately developed then the
CHAPARE Chapare can be converted to a
coca-free zone
Primary Intermediate Results
IR1 L B2 [ , [R3 | R4 |
— - |
Sustainable
: New coca :_‘__l Increased nisks and l »| Exsting coca | alternative
plantings | reduced incentives for | eradicated development
! prevented l coca producton and established
b— T — ~ marketing l
I T 4 [
A
|
Secondary intermediate -
Results IR4 1
IR1 1 IR21 IR3 1 IR4 2 IR4 3
~ = = 7 — = 7 M
| Etective CNlaw | | l
enforcement Bolan publc Farmers accept Sustainable Sustainable Sustainable
l | | rejects the cocane | eradicabon market demand
established economy farm-level producton market inkages i
| | ‘ | conditonality capacity established established established
e - - l_.I (- -
R111 .l IR112
(. -
GOB agencies NOTE Solid boxes are results that USAID will directly seek

to achueve in collaboration with USG and GOB partners
Dashed boxes are results managed by NAS, DEA and other
USG entities with GOB partners They are critical to SO
achievement but USAID will not be directly involved in thelr

achiaveimant



nnex C

AFFIRMATION STATEMENT OF ADHERENCE TO CURRENT POLICIES

I, Raymond Baum, as the Counter-Narcotics Special Objective Team
Leader for USAID/Bolivia, do hereby certify that in my Judgement
all statutory and regulatory requirements that are applicable to
the design and management of activities under the Results Package
for the Counter-Narcotics Special Objectilive have been taken 1into
consilderation and conformed to 1n 1ts development and will be
adhered to 1n 1ts i1mplementation

Raymond Baum
Chairman, Counter-Narcotics
Special Objective Tean

Date /{) 2 [jjwyw\
/

h \cnmdesign\rpd*s.ate



Annex

CERTIFICATION PURSUANT TO SECTION 611(E)
OF THE FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED

I, Frank Almaguer, as the Mission Director and Principal Officer
of the Agency for International Development Mission to Bolivia,
having taken into account, among other things, the maintenance
and utilization of funds for activities previously financed by
USAID/Bolivia, do hereby certify that i1n my judgement, the
participating Government of Bolivia institutions have, and that
any United States and/or Bolivian private sector 1institutions
and/or non-governmental organizations that are selected for
participation 1n future designed activities under this
intermedilate result wi1ill be selected on the pasis of having the
financial capacity and human resources capability to effectively
utilize and maintain funds received towards the implementation
and achievement of the Results Package for the Counter-Narcotics
Special Objective

Frank Almagquer
Mission Dirgctor
USAID/BolAvia

Date Eg/él7[/%75?f
J z

Clearance

- 1
A/FMO J Funkey QH* Date g'27/‘7/{

H \cn\design\rpd\certif
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