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| PART I |
WORLD WAR II AND EARLY SERVICIO PERIOD (1942-1953)

A, In‘i‘fiatioh of U. S'- '. Economic 'Assis‘tance: U.S. econamic assistance to
Bolivh ms m‘itiated in 1942 as one of the cooperative progrms developed
with the Latin American nations during World War II when the United States _
enlist&d the support of those mations against the Axis pmrs and thelr |

‘ , cooperation in marshaling the foodstuffs and strategic materials needed to
win the war.

1. Arrangements for Production and Purchase of Strategic M:
Commodities of strategic interest in Bolivia were primarily tim, tungsten,
rubber and.qwlnine. In order to develop them three 1ns't1tutforzs were
formed: ‘ .

(a) the Metal Reserve to provide loans, mchintry'; and U.S.
_techni-cians to increase producﬁv'lty of mrg‘lnal' mining

" operations. | | | , e

(b)ia Cfnchona Procuremgnt 0ffice to impwovn:the production3
and upomtion of qu‘ln‘lm. Owing to the inacwsabﬂity
in the northern jungle of cinchona treas, equimt poo'ls,
purchasing offices and buying agenc'les had to be set W
and airports constructed. | |

{e) the Rubber Reserve to encourage the gatheﬁng of natura!

" rubber along the Amazonian headwaters of northern Bol'M*a, .

o supplying loan-funds, equipm_ent, ,and te_chqical assis.un_cg _

- o ‘to private producers. Y | ” T

The Rubber Reserve serves as zn example of how these 1nst1tut"ions
became ogerationa'l On duly 5, ?942, the Amr‘ican Ambassador in Boﬁvia

sent a ﬂ@t% te the Minastev of Fareign Affairs proposing that the Rubber S
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Reserve Company, a U.S. agency, set up a fund of $2,125,000 for the purpose

of increasing \ﬁld rubber production in Bolivia. U.S5. ‘technicians would be
provided to assist in rubber development. In exchange, Bolivia would agree

to allow only the Company to expert'rubber from Bolivia. | To {mprove

health conditions in the rubber producing areas, the U.S. offered the U
services of the Heaith and Sanitation Division of the Offica of the Coordi-
nator of Inter-Amerfcan Affairs. The Bolifvians accepted' nis propesal, and
‘an agreement was executed between the Rubber Reserve Company and the Govern-
ment of Bolivia on July 15, 1942 under wiich the Reserve would purchase
virtually all of the rubber produced in Bciivia. Similar purchasing arrange-
ments were made for tin and tungsten.

2. Econcmic Cooggration - the Sohan Mission: On August 1, 19#1 the
Department of State sent a memorandum to the Bolivian Ambassador propafing
three development programs to be included in & “long-term p!an of ccmabora- L

- t'lon to foster cont‘lnued mutually beneﬁcia! ec‘anom%c relat'!ons betueeh the-_ B
United States and BoHv*Ia and to develop the national economy and national N
resources of 8011v1a.J The programs proposed were: (a) the deveiamt

- of. comunicat‘!ons. priunrﬂy highways; (b) agricul tural d'iversiﬁcation to
increase self-sufficiency and dwe!op tropiczl products for exﬁort;_—and
(c) the stimulation of the production of tin, tungsten and certain other
minerals by small miners. The U.S. offered to provide experts to carry out
surveys in these fields and.to extend financial and technical assiStance '
for projects designed to carry out survey recmndatfons. Furthermove,
the U.S. was prepared to consider cooperaticn with the chernment of Bolivia |
in the stabiiization of the Bolivian currency : _ : .:"

S Following a positive response from the Bolivians, the United States
_Eco_nomic Mission to Bolivia was formed in December 1941. It was headed by




of years.
Pointing to the overdependence of the country on mineral exports &s 3
| source ‘of income and the instability of the economy caused by ngctuatians -
in that income, the Mission emphasized the need for & more diveégified o
economy. Tne Mission concentrated its 1nﬁestigati0a on the gﬁﬁﬁibilitjes
of commercial production in Bolivia of the agricultural products theq seing
imported (cotton, wheat, sugar, livestock and meat, woel, lumber, rice,
e&ible fats and oils, and barley) and expanding the production of other
agricultural products for export {Brazil nuts, rubber, hides, quiaine).
The cother masgr feﬁus of the stuay was on the development of petreleum _
After studying various regions of the country, the Hissioa_came up with
recommendazions for a long-range development program {nvoivfng-(a) the
‘designing of a national highway system which would 1ink the most pfnmﬂ#ing
agricultural production aveas with the centers of consumpticﬂ, (b) 3

uide-ranging program to ‘develop the production of sugar, rice, Tumbep, cattie.- e

wheat and other carsals, dafry products, edib!e fats and oils, cattnn ané
1, including the establishment of experiment stations. agricultural

extension services, processing plants, marketing facilities, credit agencies,

and other facilities needed to promote agricultural expansion; (c) studies
and construction of irrigation works in seiected aress; and(d) deve!opmaﬁt"
of proven oil fields, expiérgtary work in new areas, construction of
transportation facilities for petroleum production, and the development '.'
of foreign markets. The Mission concluded that the expansion of agric;}tural’
production would depend on the extent to which people could be settled in

the TowTand areas of the country. The estimeted total cost of the long-
range program was $88,000,000.

Given the 1imited financial resources of Belivia and war constraints,
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the’ﬂission recommendad that the-program be carried out in stages. -They
p?@ﬁsseﬁ a first-stage program plan having the goal of making Bolivia

- virtuaily seIfasufficient fn sugar, rice, cattle, hardwaués, and petru?eum

p*nduﬁts and thereby saving $3,000,000 to $4,000,000 in annual fbreign ex-
ch&ag@ expendiﬂures, The Mission urged that iniwial agricu?turaI develeﬁ-
ment @ffbr%s be concentrated in the most prumising area for ?arge-scale
productﬁcn - the Santa Cruz area - and that first priority be ‘given to

the ccﬁst?uctisn of a highway between Cochabamba and Santa Cruz and to
the.petraieum.deveiopmant p?an._ The cost of tha first stage was estimated 

as foliows:
- Agriculture 6,625,000
Petroteum _ : 5,500,000
Mining 1,000,600
 Health & Sanitation 1,000,000 7 ,
‘ Total ~$26,125,000 L,

The Miséian‘pragssed that the financing be provided as fbilows
' Export-Import Bank credits $15,500,000

" Rubber Production Fund of
- Rubber RgservejCo. ; _ 2,125,000

sanitation Fund - Office of
Coordinator of Inter-American

Affairs 1,000,000
Highway Fund - Bolivian - |
~ Government 1,500,000

Capitalization of a Bolivian
Developfent Corporation’ (CBF)- o
Bolivian Government 9,000,000

| ‘Total $29,135,000 *

*The margin of $3,000,000 was inv .uded for the CBF to assure adequate

uorkingfcapttai and suffiﬁient‘funds'to repay obligations. The CBF
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was 2o Impiement the prograns mé@a the jaint aémims?reﬂen e'F directors

nominated‘ by the Bolivian Govemment anﬂ the Expert—Import Bank.

3. m‘fementaticn of the Bohan Mission Recomersdatwns Two of the.
key elements of the Missfon program had apparently been agreed to Tong be-
fore the M'Ession report was issued. In January 1942, the U.S. had infomed |
the savernmemt of Bolivia that the Export -Import Bank had agreed to. ex-
tend cred‘ts of $5,500,000 for petroleum development and S'IO 000,000 far
agricu'lture, transportat‘ion and mining. Simultaneous?y, the two govern-'
ments agreed to establish the Bolivian Dewilopment Corporation (CBF).

- {These agreements apparently were r'eached during d1scussions b»tween repre-
sentatives of the two govemments at the time of the Third Meating of the
Foreigﬁ M‘!nisters of the American Republics at Rio de Janeiro, Janua%-y 15-18,
_ 1942 at which the Foreign Ministers approved 2 reso'l ution severinq rﬂla- .
tions with the Axis Powers )J In a Tetter of August 14, 1942_fmm S_ecre- o
B tary of State Corc!e‘n Hull to- the BoHvian Ministers of Finance aﬂd fimnonw,
the Mission' s pmgrem recumendat‘lons were endorsed as well as the pr@eose&
'1eve1 and sources of financing of the first stage. The Tetter ‘indicated
that the United States was prepared to give favorable consideration. to | |
additional financing for highways if the funds allotted for highay deve]op- |
- ment in the first stage were not sufficient and to the extension of up to |
~ $15,000,000 in credits to f'!na-m:e the second stege'of the long-term ]prog:mm :
once the completion of the first stage was assured. The letter aiso. alluded -
to the offer of a $2,000,000 stabilization fund From the U. S. Treasury and
- $2, 000,000 in short-term credits from the Export-Import Bank as well as
emngements For the purchase of rubber by the Rubter Reserve Corporatian,
purchases of tie. and -tungsten by the Meta1s Reserve Company and c_redits
of $1 _.39_0,9&0 from the Company and ‘the Export-Import Bank for m't'nei-el_' -




o = me:'devetopmnt p‘ian outlined 'In the Bohan report was basican.‘f the
- .'f_-_;man foﬂowgd by the Sovermnt of BoHvia during the ensuing years with.‘:- -
"__':_agﬁcuitural degﬂopment in‘lt‘tany fecussed on comercia? productien 1n
'% ﬂmmumnm.mmwm#mmﬁ“mm”“mm”
| .' regions with the centers ‘of’ pepulation, and the develemt of Pet?‘ﬂe““lf'.m
- ".‘i.reserves mth regard to U.S. assistance, accordfng to oﬂ'-‘ source ﬁ‘e R
report was the "B‘lb‘le for the u.s. adviscrs who served in So'iivia m o e
: -the- forﬂes and f‘ft‘ies. | : ‘ i : _
N Excegt for the Expert Import. Bank 'loans, which. were chm!ed thrwgh
* f-'m csF, techn‘!cal assistance was the principal cateqonr of U.S. assistance
| | fm 1942-1953.. The total amount. evenmﬂy 1oaned by the Emrf Imrt
i  _ __-Bank for the t:onstruct'fon of the Cm:habam-Santa Cruz MWY m |
| 73@'534,400,000 in aamfon m a Toan of sa 500, ,000 for petro'lem emﬁmt- _
“The' ol:‘l igat'lons for tecfmical assistance during this period Wﬁ*'—‘ o
- .  $5 9 miTlion. e e L
. B. The s:mms. In soum, as dn the oem- Lmn Amer*icm countﬁes. i
| _—-'techmca? cooperat'!on agreements were execuud tn sem as a basis for -
: '-':.tn-}t-[at‘lng technicai assistance prognm. The ﬁrsa of these in Beﬁvia,.“-"
as i mst of the other countries, s a‘?t?ieaﬁ'th;_aad Samtation Agressient =
B ,emum by an Excmge gf Notes. my,;x'_'_'and 16, 1942, The agremt
' {ndfcated that the. Gfﬁce ef the Coordinator of Inter-Amrican ﬁsffafrs

o r‘ms prepared to sené experts to Bohvia:_nd pmvide a2 grant Gf S‘l 900 600. '-

" The ﬁeld party of experts wou‘!d serve '}mder Chief _)Micﬂ Officer, and
-_,-services woul‘d-*-be prw*ded in general diseasa cnntral m'Iaﬁa_céntre"'
T __:‘:.':-}yeﬂdn fever tﬂﬂ; care. of |eperesf. a“dk envimnmnta‘i sanitati an
-‘i-'_.:Agr'i cu'ﬁtura‘f"'?mgraiu Agreemnt veas signéd by the__:": s.‘ and 301 -;,,.;a
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._Aprfi'ﬁ, 1943, and an Education Program Agreement on Septeﬁber 7, 1944,
In order to carry out technical assistance pregrams, a mechanism was
devised ezrly in the forties by the Iﬁstitute of Internﬂﬁerican'kffairé :
-ca11ed the servicia, ‘@ saml-autonomous agency jointly funded by the two
-coeaeratfng g@verﬁmants and staffed by U. S. and host country tachnfcians.
. The first servicic established in Solivia was the Health *@rwicio in 1942.
Three other Servicios were subsequently formed - %ﬁ Ed&aatien Servfcio in
1544, an Agriculture Servicio in 1948, and 2 Raads,Servicio in 3955. The _
Servicies were used i the forties and fifties and were phased out in the
sixties. During the forties the. Heslth Servicio (5cISP} provided assist-
ance in relaria control, medical care for rubber wurkars. the construction
of small ﬁmg@%%&ls and laboratories, and the train1ng of pub%ic heaith_
nersonnal. The Education Sevw?cic (SCEﬁE) worked exciusively in the -
flald of rural @éueatien. The Agrﬂca?tare~$ervicie (Sﬁi} fs@ussed pri-

. marily on rgsearch activities in the firﬁt exger%m@ﬁt'sta fons estgblished ,“"S'.

by the. Bolivians &ﬁd on the daveiopmeﬁt of an agrﬁcuﬁtura? extensien serv‘ce. R

A

5@@?&@?’5

1. Unitad Stat@s Gp@?atéaas ﬁiss%@ﬁ 16 B@?ivia, Fﬁ?ﬁt F@u? in Balivia.
: .5 g%"ﬁ@ A i :"-*z:t'-"‘z“ ? 3 960 'R So 5 ® .

2. Department of State, fore %gﬂ ﬁa@aﬁi@ﬂs, 19&2, V@} ¥, p. 574,
' ant of Stata, Foreisn Relations, 1341, Yol VL, p. 436.

'fé,_ﬁohaﬁg Marwin L. Econemic Mission o Belivia ﬁage . August TO 1942
.§£. i

5. Depariment of State, Foreion Relagions. 1942, is_;gg_;y;, £p. 603-604.

6. Ibid. gag_ﬁﬂﬁééﬁ?.
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T
A The somm Re,voiuﬁun and its Afzwm. The 1952 Revolution took
ﬁ‘iace when the rzmng mﬂita,ry jamm was vio!esmy overt?am and the Hovi~
m‘!entn Nectonalista Eev&%uc‘lanaﬁ@ (%ﬁﬁ} took ever the g@mmm and |
installed Vicmr Faz Estemsem {wh@ had won 2 subsmatiai pft waﬁ ty in.
the 1951 elections) as Presidant. The revolution msu‘!taei in’ drastic
' changes in the social stwctum of M!ivia. Far-mach%ag &mﬂaﬁ refsm
msm*ss were enacteﬁ o aba%%sh the @xisﬁng systam of fml age-ie;ﬁim |
- and restore mrxﬁip to the Indiens. T_he thm !am pﬁvata m%ﬂmg
'-mmias were n@ﬁmﬁzﬁ smi %ﬁcomrated ?nt@ the Ge_'. : _
o cmomwﬂ Hinera de amwsa. (csmﬁ:.) The army w&s ms@md ag%d

rgamm The ?ﬁ% wimd in pmr for 12 yem's with F’az Es%ezessam
" ':sawmg h‘ls first t@m as President from wszoss fanm Ey‘ﬁeméﬁes
Tuazg fm i%ﬁ«% and Faz Estenssaro ‘I“@tﬁﬁﬁﬁg *Fer a smd erm: m
196064, , | o o
| A useful overviey af m@ R ﬁ@ﬁaé and U.S. ass‘%smﬁ@@ gumg t&%&t
ﬁ;ﬁz@ am*@wm,
K. ﬁa'ﬂ@g and ﬁichwé Se YMM &a&

mﬁ@d és @‘%V@% ie@ 0. %s@ys iﬁ & bock %ﬁ‘t‘iﬁ&%
' Soiw%& $‘§m '%*%%Eg %é%t%@ by

o rﬁab?isi'a@d in 1971, The ﬁﬁ? is an essay by Cale ETasi@?- ‘i?a% zm‘ited
ates gnd tﬁ@ Revolution, &mﬁ the s&mﬁ aﬂic‘%e is The a@@ﬁ%’?c ?rgas- R

'f@mﬁm !zy R‘%chm'd S, ‘ﬁz@m“ A S&ﬁ%@ﬁ@ﬁéﬁ ef tl%e%s' cﬁ&mc%ﬁzatiea§ o
of ﬁfee tm@ R gsvamt %ﬁ@és from 1952 '&hmggiz 1964 is as fa‘i'%ews
ﬁ@ first phase wasg é@?‘%ﬁg the ¥ %‘ﬂ' t@ﬁs e'? Victor Paz r.staassm'o

L aﬁé, in t@%e United States, the first t@m of President Eiseﬂhmr, fm
| 1952-56. 1t was Guﬁng hifs persed thet the mé@r reforms ef the &@mmm o
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wers p-rgmigated.- Tae principal problems wers preventing famine, economic
| chags and political disorder. U.S. assistance concentretad on famine ralief.
The second phase was during the Presidency of Siles from 1956-60 and Presi-
dent Efsenhowar's second term. The major problem was run-away inflatienm,
and a mpjor event wﬁs the introductica of 2 stabilization program by Siles
' amber 1956. U.S. assistance focussed on suppert of economic st&bﬂiz___a-'

tion objectives. The third phase was during the second tarm of Paz Estanssoro,
L 1960-66, when more attention was devoted to economic development and when
| - substantially higher Tevels of U.S. assistance were made avail‘fab-!_e following
E | . the 1-mu@ﬁra-ﬁoﬁ of Prasident Kennedy and the _'lamching of the Ailiance or
Progress. |
| The {mmediate @amom‘lc impact of the revolution was severe. Production
on - ehe Earge-sca'ie, highly productive cmrcia‘l fams was mduced to sub~
s'%smce levals. There was & serious decHne in product'len in mieing, the
' minst@y of the econaw, and the large mines administered by COMBQL becaﬂe
& burden o the gevammnt due to substantial losses every year and high

costs of operstion.
B. Initiation of U.S. Emergency Economic Econulﬁc Assistance: Shorﬂy after the
ravolution the economy detariorated so rapidly that by 1953 there was a
threat of famine. In July 1953, Milton Eisenhower vistted Bolivia during
a fzct-finding trip to Soqtia America for his hrother, the President.
 Acecording to several scurces his ‘fa'ver'ab'i_e impressions of the MNR govern-
ment and his recomuendations to the Prteswmt fel!@ing kis trip were
jastruiental in the initiation by the United States Governuent of large-
scale economic assistance to Bolivia - the first ecomomic assistaweey
program in the Western Henﬂsphere. En Economic Assistance Agresment was
 executed by the United States and Bolivia on November 6, 1953.
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The first phtse of U. S. assistance was the financing of essent'lai fuod
4mpoves, sviaticn gaseline, mechinery and e@aﬁs&mt which were sold to local

fuporting fires for sale. Paymant was made by the firms in-local currency -

which was depositad in a special coumsarpart acccunt to be spent far '
purposes autually agread upon by the two gwemuts. Rampant inflation

- subsequently Ted to a situation so desperate by 1956 that the U.S. began

to stnss the need for a stabilization program which was put into effect

by Pnsident Siles late in 1956. The U.S. contributed $17.5 s‘ll'ﬁ'lm and the
INF $7.5 =illicn assist this effort. Beginning in 1957, in addition to
the commodity {mport program, the U.S. initizted direct cash grants to the
Bolivian Government. . The &ot‘!aﬂr: ware -'bﬁ@“ by the Cmtn—'i--&dlﬁ u‘i‘ti! |
'Bcuvtms which were a‘ﬁso d@osited in the cemwpnrt account. - u.s. o |
economic assistance, all on a grent basis, totaled sm nﬂlion fﬁn 1054
mmy - |
c. cmtinmt‘iﬂn of Techntca gmmﬁon m Tacmﬁcal mﬁm e
activities continued throughout this perfod under the rubric of "Point
Four®. This term aﬂginatad froz the fourth point of Presim Tm‘s

Inaugml Adﬂnss of Jonuary 20, 1949: “We mt mﬁ: on a m«s m

.pmgms available for t!te Igprovesse .
ve. should make avaﬂable 0 m@eﬁng peopies the beueﬁts ef our s&rn
of technical kmmdge in order to help them realize tmir asp%nt-‘%m far
a better 11%¢." To carry out the techn-ica‘l assistam:e pragrm Cams ‘
enacted The Act for International Development on June 15, 1950. Thrwg%%aut S
;_gtm pmerica, _the tem quint Four" - Punto Cuzrto in Spanich - ms ra-
mained a posftfve symol of U.S. assistance and s stiil referred ® mda,y

with nostalgia as frequently are the s&micius_. ‘Under the aegis of the
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4.5 Tecan*!c&'i Cc@pemﬁan wﬁistmﬁm, general agreements for tachnical
coperation were @xecuft@ﬂ in each host country. The gereral agreement in
Bolivia was ;sigmd- on March 14, 1951. From 1952 through 1950, $24,887,000

was obligated for technical cocperation projects.
~ (See Appendix to Part II: Tables A-1, A-II, and A-III for 2 summary of
pmjact expcnd‘lt:ns for economic and tachnical ass'lstanca during the
period 1952-60.) |

M_ ¢ Davelopment and the Role of u.s,.ﬂsls'mm- As indicated
prev*lous!y the Bohan report. semﬂ as 2 basir.: guadalin@ for acmm'ic
developsent in Bolivia. I ?Bﬁﬂ, the tm'ited Hat‘leats Keanleyside Iﬂssion
to Bolivia mdorsed the Bohan anprom:h m the mmmat of the country.

R mrandm pmented by the 8olivian swemnt o aﬁ“itom Eisenhm?

during his visit in 1953 described a development strateqy which synthesized
the Bohan and muys?de studies. thseqmt‘iy, th sehaﬁ ..mtggy was
_incorporated tnto the !IIR‘s econwic develapmnt pmgm, smrized ia
mtmr mdm pwepcred by the H’in'!stry ef Fanign As?fafrs o Be‘l'!v'la
in December 1954. =4 :

Prior to the Reveiution very Httle pmgress had been mde mward
'_achieﬂrg the o%ajact'!ves of the Bohan plan. For instmce, ‘the preject
of highast priority, the Cncham-&mta Cruz h'lgmay, n‘hi»‘;&t ths m
mssiaa expected could be comieted by 1946. was not finishad mtﬂ 1953.
Under the MKR regime, the pace of 1np1emntatioﬂ ¥%as stepped ep rasu‘lting

in substantial progress “in achieving agr‘lcu’itm1 and petro‘iem gméact‘&on -

goals and in the development of the Santa Cruz region. U.S. assistince
played 2 sigaificant role in this -d@vﬂmt affort, (The foﬂ-wf-ng
description of the accoans!wnents of U.S. assistance was extracted
primrﬂy from the uson report of 1960 entitled Point Four in: Bo]ivia )
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1 Agﬂcuttum* Dur‘!ng this pericd the Agricuiture servicio (SAI} coni=
tinued the agﬁcuitura‘! research activities initiated in the forties. By
1960. seven agricu‘lturai ‘experiment stations, located in the severa]
| characteristic reg‘!ons of the country, had been. established by the Govern-
- ment of Bolivia. As a result of SAI research in new varieties of seeds
and new planting, cultivating and harvesting techniques, the product'ion of
| rice, sugar cane, corn and other crops increased. Bolivia became self-
sufficient in rice and sugar, and the rapid. increase in the nroduct‘lon of
Cuban yellow corn, 1ntroduced by the Serv*lc“io in 1953, provided a solid
base for the development of 2 Hvesm:k 1m!ustry. . Livestock experiment -
stations centributed %3 the improvement of beef cattle md an 1ncrease -
in the supply of milk. A pasteurization and powdered milk plant was
tmtcd in Cochabamba which began operation in mid-1960. The agri-
cultural extmsfon service, cperat'ing through 35 provincial ofﬁces. _mrked o
closely wﬁ:h the emﬂmnt stations in 1ntroducfng 1mroved farming prac-' B
tices. : ' _ o S :
Seginning in 1954, SAL activities were greatly expanded with the
arrival of §7, 550,000 worth of agﬂculmral equipmnt, too!s, fertﬂizers
and 1nsect‘}c'!des under the econom‘fc assistanre program. SAI established
- machinery pools in the principal agricu'ltnrﬁ areas and distﬂbuted tm
other agricultural inputs for sale to farmers. In co'l'laboration w‘ith the

National Agr'!cmturﬂ Bank, the Servicio 1nstituted a nat!on-wfde program _
of supervised credit undsr a contract w‘lt.h International Developamt Services
| -executed in 1954. By 1960, the credit program had made 9,000 loans to |
_peasaat farms, med‘tw-siza agr*cu‘ituﬁsts, cooperat'lves and. cnionizatioﬁ _
- gmups. The program matermny contributed to the increase in the preduc- _—

t'ion of m&wy crops as well as to milk and meat production.
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Many Servicio projects received financial support from counterpart
funds generated by economic aSsistance. Among theoprOJects financed from
this source were: the construction of an agricu?tura1 school at Muyurina
(near Santa Cruz) and some exper1ment station facilities, the purchase of.
breeding stock for livestock deve]opment_projects, the capitalization of
the supervised credit program and. the fﬁnancino of-speciai-projects-ih

'uheat and potato production, 1rrigation works. mi1k p1ant construction and .
sugar and rice marketing programs.

By 1960, the Minfstry of Agriculture had agreed to take over in
1961 the nationwide agricultural extens1on service and the supervised
credit program was being operated Yaroe?y by Bo1iv1an personnel uith 1imﬂted

U.S. technical assistance.
2._Deve!ogggg t of nglggg_Areas. One of the most significant acconpifsh- :

' -ments of tne MNR: and succasses of U.S. assistance—was the opening‘qp of the

'Iouland areas of'Bo11v1a. beginning. witﬁ the Santa Cruz regien. After tne
310-mﬂ1e Cochabamba-Santa Cruz highway was - completed, the government §ogan to
posh the deve1opment of the Santa Cruz ares, fo1lowed %ater by the Beni regfon;
u.s. assistance in the construction of penetration roadss Tand clearing and
agricultural credit played a crucial role 1n the area in. the years 1mmediately

- following the-Revo!ution._ 0ne-th1rd of the credit granted during a period
- of six years went to the area, | _

Among the six colonization groups in the Santa Cruz area, u. S. tech-
nical cooperatfon and counterpart funds admfnistered by the CBF assisted

in the establ ishment of a Japanese colony, two Okinauan groups, and a o

Bolivian ‘settlement at Aroma. The Health Servicio built health centers

and. potab1e waterrsupp1y and sawerage systems Land was cIeared, basic

fac111t1es constructed, and _seeds provided to enable ‘the colonists’ to begin
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e | 'cmp Product'!on. By ‘!960, over. 31 000 acres of: :Iun91e had been cieared. Sl
:iSubsequent assistance was provided by the Agriculture Senr!cio 'In faming
o 'pra«_tices, crop 1oans. machinery rentzi and sah!siB mrket-ing and formtion
 of cooperatives. U.S. economic atd funds. financed the machinery. and equip-_--}

| f’mt for the Guab'!ra. sugar u:'m estab‘tisned by the CBF in 1954, and the -

L capac'lty nf the pﬁvately med La Belgica sugar mﬂ'l was expanded \vrlth
o 2 Toan from the U S. Deveiopmeut Loan Fund in 1959. : -
| In addit'lon to opeﬂing up the Santa Cruz nwon. penetration roads
- uere cnnstructed from San Pedro to Ca.ranavi and from Caranavi tn Mcache. |
-onening new Iands An ‘the Deparment of La Paz.. In 1959, the CBF recaived : ;":1

a grant of Imd in the Alto Beni reg'ton for large-scﬂe colonizat‘lon.

- road. ruject m th‘ls region was Hnanced from comtemrt funds
3. Tmsmrtation. Assistance 1n rcad construction md minuﬂance

 was provided Iarge'iy via a Roads Serv'lcio estab'Hshed 1n 1955. By 1960, 3.385
.kﬂmters of inter-cfty roads and farm-to-mrket mds and 687 kﬂoﬁtﬁrs |
of smndary roads had bun mproved and mfntained. In add1tion. v
o '54,000,000 worth of road equ'ipmnt was iuported mder the ecmmic issist&m:e
‘ .".:pmgrm The Serv'lcio tnined &'ﬂhﬁan engmeers and techn'lc'lans fn alT
o 'pha,ses of road buﬂding and uintenance inc!ud'lug 40 tﬂr!ned abroad._ The f
- Servicio was ‘transferred to the M‘lnistry of PubHc werks in 1961 It nas o i;}i_____
been. :itad as one of the outstanding successes of the u.s. assistance T

"_program'tn Bo'l‘!v‘la.- e L . S |
The usoM prov'!ded assistance 1n the. fmd of avmion thmugh uctmm

' _ '_.assistance and train'lng. Econom'lc aid funds were used to purchase eq&ipmnt_f,_;

-for the nat'lonat mintenance center 1n Ctachabam, and ceuuterpart fum:ls
: f‘lnanceﬁ airport stud'ies and the gaymt of 'loca! currency costs of the
‘ET Mto airport canstruction vr!th doﬁar costs being min‘ly ffnam:ed by
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S'l 500,000 loen from the Deve‘lopmnt Loan Fund.
% Hee'lth Several successful disease eradicatiun ceupaigns were com=
.i ..;,_.p'ieted by the Hea‘!th Servicio in 1959, - 85% of the population had been vac-
| cineted against smﬂpox. ‘A yaws. campaign had substantia'ny reduced the r
incidence of that disease in the Vungas provinces. In 1960, the ant'l-
.mlar‘la campaign was in the second phase of operat‘lon The Servicio a‘lso .
- -assisted 1n the construct'lon, equipping and training of staff for a nmation~ .
uide system of health facilities. 16 heelth centars, ful'ly staffed and

; _supervised by Eo'livian personnel, were transferred in 1960 from the Ser-
vicio to direct operetion by the Ministry of Hee'Ith. The Servicic was

' e‘lso mvo'lved in an occupztional health program for m'!ners and industr'lal

_ workers, env'!ronmental sen'ltat'lon proJects, and the construcr%on of 2
nui:er of medical facﬂ'lties some of which were ﬁnanced w'lth comterpert
funds. the Centra‘l Laboratory 1n cOchebama the National Becteﬂqlogy
"Inst‘ltute in La Paz; the Animal Vaccin'e Laboratory iu Ovejuyo, the Thorex
Institute in La Paz; and the Broncho-Pulmonary- Institute in Cochabamba.

- 5. Education: Following. the promulgation of an educat‘!onel refom '

decree in 1955, the government increased. t,he fmds for education from
| 16% of the budget in 1953 to 25% in 1964. Scboo! construction was.
 started all over the country with technical essistance from the u. 5. :
For 15 yeers the Education Servicio had hed control of se'lected rura‘l
: norml and e'lementary schools on a rotat-!ng basis. During 1960, the
-scope of its operations was reduced in the rural school divisiw to pro- |
vid‘lng only technica'l ass1stance to a few schools. In 1961, the Mnistry
_of Education was to assume fu11 control of the Superior Normal Techn'icﬂ

School-. The U.S. largely finenced the construction of the Pedro Dmingo

- ‘Muritlo National Technical and Vocational School. In 1959, §2 'urban scheols -
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- ware repatred, using cowaterpart funds.

6. Mining: The U.S. financed an intensive study and a datailed report
on the BoHvian mining industry by Ford, Bacon, and Davis, Inc. which was
submitted to the Bolivian Government in 1956. - In addition, a miniﬂg in-

‘vestment code designed to encourage pr'lvate investment was prepared -

rthrqugh a technical cooperation project. An Office of Minerals Deposits

Development was established and recefved financing from counterpart funds
as well as technical advisory services from the U.S. Geologfcal S.uwéy._

7. Petroleun: A special Toan of $2.7 millfon was made under the eco-
nomic assi stance program to the Bolivian Petroleum Agency (YPFB) to ex-
pand its exploration and exploitation activities. A Petrolem Code designcd
through a techn'ical cooperation pro.ject was enacted by the Bolivian Govern- -
ment, 'lead'lng to a signiﬁcant increase in pﬁvate investment in petro?em

- 8. Industry: The major activity in this field was the Superv'!sed
Industﬁal Credit peogram, begur in 1958, which. contributed to the develop‘
ment, rehab‘l'!itatfon and expansion of tradit'tona'l and new Bolivian industries

such as textiles, food products. hides and 'lmber. A

9. PubHc Adnin'lstration A project was begun in 1955 to improve public
administration thmugh training courses for public emloyees and adviscry

services for public agencies. This project was carried ‘out under a ccntract

between the University of Tennessee and the University of San Andres in La Paz. |
The contract terminated in 1960.

10. rainfng' From 1945 to 1960, over 1,000 BoHvian technicians and

.ofﬁcia'ls had part‘!cipated in training programs in the United States, Puerto

Rico and other Latin American countries financed by over $2,500,000 of U.S.

‘technical cooperation -funds.

-

i1, Budgetary Support: From 1954-60 close to 60% of total counterpart
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expenditures was for norma'! operating expenses in the national budget.
According to the USOM's Point Four report, the combined effect of
economic aid, comodity imports, technical assistance and counterpart funds
had a significant im&ct on the Belivian econow The rate of inflation
was reduced, the fore‘lgi exchange value of the Boliviano became stabiiized,
aud agrlcu!tura‘l production increzsed. A major weakness rema'lned in the
Tow ‘lgvel of production in the mining sector. As pf.1960 none of the |
~sforms proposed in the Ford, Bacon and Davis s-tudy had been adoptad.
_ When the Point Four repnrt. was pubiished, the ﬂiﬁsion pmbosed— that
economic aid uotﬂd be gradually diminished. Technical coopera&ﬁon projects
would continue and there would be an expanded loan program to proﬂde
7' capital for 1nnsmm projects. Hany projects were being turned over N
to Boiw‘!m agencies for operation and an attempt was being made to

. reduce the mmgrs of U.S. and Bolfvian em‘loyees in the Mssion and the

Serv‘lcios.

FOOTNOTES

1. Ma'l'loy ams Thorn. Bayond the Revolution. Bolivia Since jes2 , 1971.

2. The ters "economic" assisunce or aid, as used in Part II aﬂudes to - o

~ financial aid or commodity import financing as opposed to the technicai
assistance type of aid then prevailing in Latin America. Subsequently,

such assistance had various other titles cuth as "emergency” assfstance_.g_-

_"gpecial” astistance, *supporting” assistance, etc. Its purpose was
to alleviate economic crises by providing balance of paymts and
budgeury support. : o

3. U.S. uperations Mission to Bolivia, Po nt Fou 1 Bolivia, 1960.
pp. 11, 94. : S

4. Ibid. pp. 86-89.

S RepubHc of Bolivia, Ministry of Fore'lgn Affairs, gemrandum II.
_Econom‘lc Deve?om t of the Republic of Bolivia, Deccnber 1954,
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TarLE

a=IT

U.S. TECHNICAL COOPmﬂGH ?ROIE&:TS
1N BOLIVIA 1552-1960

BY PRUJECT AND FIELD OF ACTIVITY
{Obligations in thousands of Joilars)

‘Agriculnure

Agriculture Szrvicio - Joint Fund

" Agricultire Servicio - Adminiatration
Research and Technical Services

- Agricultural Extension

Development Operations and Services
Supervised Agrlculmﬂl Credit

Other :

TOTAL

Health & Sanitation
Public Health Sarvice - Joint Fund
Public Heslth Servicto - Administrstion
Operatica of Hesith Facilities -
Environmental Sanitation
Controi of Specific Diseases
Health Education aad Welfare
Occupational Heslth :

Other
- TOTAL
Education _
Education Servicio - Joint Fund
Education Servicio - Adininixtration
Rural Education
Industrial Education
Vocational Agriwltuni Education

Qther
.TOTAL .

Transportation

Hoads Servicio - Joint Fund
Roads Servicio - Administration
Demonstration Road Maintenance
- and Petterment

" Equipment Operators Tralning
Engineering Coastruction Unita
Piray River Bridge

Santa Cruz-Cochabamba Road
Construction and Maintenance
Civil Aviation

Cther

TOTAL.

3,652
797
858
754
870
547

9,073

189

27
112
529

———

3.04‘5 =

273

44

‘Industrial Development :
Mining 184
Industry and Mining 540
Petroleum Code 59
Labor Training and Adﬂsory ngram 2i3
TOTAL 1.015

" Public &czminisrra'tion
Government Management Assistance 328
- Pinancial Advisory Services . 219
Sehool of Public Administration 500
Audio Visual Center 437
Public Safety Program ° . 872 -
{Technical Support) 1,002
Other . _ 62
TOTAL FEC 3120
Community Development . o
{Land Settiement) 323

_ General and Miscellanecus 299
Graand Total.......... 24,887

(US $ 24,887,000.)°

Industry, Mining and Labor

Sowrcs: Concroller. USOM Bolivta, D=l Report. Juse J. 1960.

..sm-unmmsm:uau: e

13,

cal COOpETRTON Project commodities, ing Sl Ces .

cluding T. 5. comrmtations to Serncis [oint - fuc.ts. The nBlitetions m.ld..nmhr Tocnaloxt Jsoperation unds. 17200 of regioval  “ahds

and 34.373.300 of Sme~sal Assistance Funds.

87
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EXFWS FOR LocAL mm_ PﬁﬁJEcTS

S AGRICULTURE: -
‘i_i'u-nmc' ook "
‘Bnd!nc Bemandwuamomo R *
" Shitep Ranch 410 i ; ‘.f‘.mnnsmw.n M.}
'A,n!mﬂ?lce!nel.abouhry T - " 'Mineros: Rural School - F
- Sheep Stiearing Pool B ' Warisats and’ Cannmom L
‘l'OTAL. um : S ¥ - Normal Schools S
= o L. Paracays Mrmnl Scnool _
- .School Repair. :
_"ra'ral.. School O:Mtructmm
: Repﬁr YL

" ‘I'eache M g

i £mer¢ency 'reacher Traming
. Teacher Triining Cotu's_e !
;Eabguage Training . o
- : Andean Handicraft T
Total! Tmber & Lanme 'rmm

s TO’!‘AL bDUCA'ﬂ.ON’

‘HE ALTH AND Hwam

" _'jgrsdicanonafzﬁuases
- Malaria Ersdicstion . .
szﬁLpoxErsdiemm -

" Yaws firadication .

i nmu. Ezﬁieweuoidiseuu i

; Rﬂma Faemﬂu rrneru lnnmu;
14 Bactariological Inatitite | -
C o TO‘!‘AL. tmnr Mca.l ?u'.m&u

o wmu? of Flaamt

" TOTAL: AGRICULTURE "
S R ‘-reu:.. Raax.mmaomm

r_.--.-r\m,s-rav and msoa T
g.iusdmrm Credit -~ 22,781 1988 0 - -
U CementPlant Swcre L 90l -\ﬂ\i\G

‘Brazil Nuts Loan Program ‘ oL BOD BT i ‘
# . productivity Center < - ' - & 2 Transport of Miumg Eqmpmem
L i:.mpioym«.nt Sa.rvfees Co : _ 145 14 Mmera.l Depomts Deveiopmes-.:

;"ro-rax.. IhDUSTR’:‘ and LABOR 23387 zoss . TOTAL MINING
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vt
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* PART TII |
THE ALLIANCE FOR PROGRESS YEARS (1961-1971)

A. Chronology of Political Events in Bolivia during ths Alliance Years:

1960-64 Second term of Paz Estenssoro
~ May 31, 1964 Paz Estenssoro elected to- third term
November 4, 1964 Coup -'Gener'a'!r Rene Barrientos Ortuno
- | assumes power
Jv.ﬁy 3, 1966 | Barrientos e!ected' President
April 27, 1969 Barrientos killed in helicopter crash

September 27, 1969 ' Coup - General Alfredo Ovando Candia
_ . assumes power. (He nationalized Bolivian
Gulf 011 and nullified Petroleun Code.)

- October 7, 1370 Coup - General Juan Jose Torres Gonzalez
assumes power

August 21, 1971 . Coup - Colonel Hugo Banisr Suarez.
 assumes ptmer - 5.8

8. The Launching of the Alliance for Progre " The AlMance for Progress
was proclaimed on March 13, 1961 by Prasident Kennedy The next day be
asked Congress for $500 millfon for an Inter-American Program for Social
ngress = $394 million to be adn‘fn‘istgred by the new?y-created Inter-
'Amr-lcan Development Bank,. $100 million by the U.S. Government, and

1% mﬂHon by the 0rgan1zation of American States. A week later the

President announced a worldwide "Program for the Decade of Development“
in a special message to Congress proposing the Act for Intemtfonﬂ 7
Deve?opment and the establishment of the Agency for Intematfonﬂ {evelop-
ment (A—ID). At Punta de‘i Este, Uruguay, on August 17, 1961, the Alliance
for Progress was fo_maﬁzed by the execution of a Charter containing

its ‘obje'cti ves.
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S Bolivia and the Alliance: In spite of positive developments In the
'agr1cu}ture and petroleum sectors and contrary o the upbeat expectations
'nf the USOM report 4n 1960, the Bolivian economy was in setious trﬂuble

i 1961. The FY—1962 Congressional Presentation, dated May Eﬁ, 1961,
edescribed the negatﬁve aspects of the situation as foilows. M1n1ng

 production had declined since 1952. So had per capita GNP. The balance
of payments was negative and there was 2 budgetary defﬂcjt. The an!y

_reason for survival had been u. S. cash grants and budgetary support
| (302 of the budget). The drain of COMIBOL on the economy was described
.as equal to or in excess of U.S. grant aid. | o

| President kennedy had appointed a. spectal task fbrce {h&&d&ﬂ by

CDr. Hillard Thorp of Amherst) to study Bolivia's problems, As 2 result
of ‘the Mission s findings, 2 —“re-oriented prngrem” was heiﬁg initiateﬁ
'One of the principal ‘goals was. the rehabi?itatjon of the m%ning industry
A new 1n1tiative was. undert&&eﬁ in this regard fin 1961 knaun as the
'“T?iengular Qperat%on“ (o gg cﬂoﬂ rianggier). AIB, the Interbﬁmerfcaﬁ }

_ Development -Bank (IBB) &ﬁd the German Government agreed to provtde ?aeﬁ

; .‘_"_-fummg totaling $37. 75 mman over a three-year period. to rehamnmm |

:CGMIBOL. The funds were to be used fbr exploratieﬁ of new miaewa? depos?ts,.

- for equipment to rehabilitate the mines and m11ls. and for commissary
'”supplies, and te syphon sff surplus Tabor. The proposed f?nancis} he?p
_ was cnntingent.upan CDEIBOL compliance with difficuit cnadittons con-
: sidered essentfal for. the rehabilitation of its operations.
thfe special“ assistance had previous1y been expected to. he
- graduelly reduced from $13 millfon in FY-1960, the ¥eve1 had r#sen in
"e_FY-Igﬁi tn $23 miiiiun. It was considered esseﬂtjai to provide 311 mil1ion |

-in suppnrttng essistance in FY- 1962 to preveat the co?!apse af the gavernw
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ment with ‘urther reductions cantmlatad in the fatm Budgatary swgmt'

was to he aﬁesed out in 19€3.

A -view of Bolivia cne year later is contained in a report of May 1962
sponsored by the Committee of Nine of the Alliance for Progress (CIAP)
to evaluate the @wimn; program of Bolivia in accordance with the

Charzar of Punta dal Este. The Bolivians had prepared a mmhgmive

*Ten-Year Develcpment Plan for the period 1952-1571". Rather than ;sment;
ing 2 full evaluaticn of the Plan, the CIAP rewrt focussed "o:n the impe- A
diate needs of the Bolivian econcmy™ . . . "because the serious ecmwic situu--.' '
tion of Bolivia demands immediate ettenéﬁm as to a greater imml eﬂ'urt_

and £ extgrnal ?1mcia1 g8si smace “J Hhi‘le the report ind'lcated that

8olivia, s tbm of basic reforms and m pmmﬁen of a d@v&‘lm‘t
plan, had met msny of the key regzﬁmts of the A‘Hiam, the plan. had
geps. 1n tarms of spacific sectoral studies and feasihﬂity swﬁies e"f S
led that the Government of Bolivia prepm-e an ﬁﬁﬁﬁ_—-'
wo=vear investmeant program within the framework of the .g_eaera! @ageims,t; :
plan and that assistance be provided to Bolivia in project iﬁmﬁoﬁ*- o

-n

Aftar describing the raforms growing cut of the Revolution, the reaen_ U
prasenis @ orim picture of the negative fae%s's csﬁtﬁbuting w0 “a. pruws i
of ve

gression rather than mc gmﬁa“._ - Tee rem speaks fa\m'ab%y
of the sccomplishments resulting from extema? assismce. giving &s ex- |

amples the “construction of vitaﬂy important roads, the mstmt'lon and
gperztion of ciinics in the countryside...assistance to tﬁe mt‘ion s 7
schogl sysm...am the 2id to agricultural pmjects, 'lmhsﬂ%ﬂg ﬁmse W
suGar and rice it a]sa cites assistance t0 mm, YPFB and the CBF

as having slearly advzam:ed the nation's davelcpment. However, it then
reaches the conclusion that "such assistaace...has faﬂen short of Tamch-



ng Bo‘i'ivﬁa en m md to ecmwlc pmgnss O . 

The Cmittae mm&é mt %e'nvia seak 580.603, %n ﬁnan::ia?

aid on “f‘é@sﬁb}e ttms“ u: ﬂnance pre-fnvesment f:rojects end stud'les. - o R

: pmject cncut'%nn, strengthening ustim? cmd‘rt agencies anﬁ tne éirect

-';_:-'iﬁriws ef ucha'icﬂ persama!. Iﬁ a mandm ﬁf Undeﬁmding &tad

-__July 20, msg, the B s._ md ti%@ I&B a__fj_f‘_.j’“f _"_f o ymvide the m.eeo,m

o for. the pumses recmnded by the Comittee The scvermt ef aoﬁv-ta,

: -'in tum. agned to» the fnﬂoﬁiwg self-he'!g msures {’!) imrovmt of
o "jpﬂblic Mnismtﬁm. (2) %mmt of Y‘Wﬁﬁm ceﬂection, (3) tmmtives

_ the mhabﬂitat?on of tha nat‘!om'ﬂzed mning fndnstry md 'tﬁe xpansion
. _. ﬁ% pﬂnte m'!uing secmr' m‘l d%ve‘lgmnt and the develm ¥
agﬁealt:m‘l ams thrwgh ce‘ionizatiaa and imved transpomtimt, hmu

urces dave'fomt md the expansicm of 'Indwstry a‘lm wﬁh the cmtfm_

--of a mm fmnb%a 1msm1: c‘limte md the increase of o
_ Hhems dur‘lng the yms im&iatﬂy pﬁcr to 1952, the aurage t! s- S
- ,_ud Tevel was about §25 million a year, total ohngat«:ms ;ar a4 mz, 1963.{_-:_'
. and. 196& uere $35 G, $63 o and 577 2 mﬂ‘lion r-espectively Smporting
| ‘--"assistmce grants contfmed at a !ﬁgh 1eve1 and substantia‘ mmts uere» :
= _-_i".:'proﬁ&d for deve'!opnent '!oaas. By Deceuber 33 1964, AIB had autimrize




o ams tutaling 553.9 mnton '8J These inc'igied '!oans for feas'tbﬂ fty stud'les
e the reh&ﬂitaﬁon cf COHIB&. mdemfzaticn ef the. La Paz. airport, canstruc-f'u-"-
tim of a custms ﬂanhouse, r_eeap*!tahzatmn of the Agrfcultural Bank. and f - - -
t&a est&b!tm of tﬂe Industria‘% Deve!opmnt Bank. . The ‘largest 'foans R
i mmﬁm dm"hﬁ 1962—64 (totﬂ‘ing 543,&00 Oﬁﬁ) were fnf' the construct‘!on
*tof fwortmt mmt‘!on mds the so-ca!'led “Proyectos 3 a R and 18 &"‘;?”:""
'ili‘i"'_-_jIrs addiﬁm to do]hr 'loatls, ‘loca} currency 1eans were made for the eqaivaleat
et azanlion . COMIBOL and $12.7 mi1lion to the YPFB. . The stepped up level
| ‘_‘uf a'ld contﬁw to a sharp r'ise 1n the ratg of gm to an amge of

- ﬂm Ptz Estmssora was e?ected for a th*trd tem 1n 196&. Iﬁs in-
_ cuwency was ahemd hy 3 mﬂitary cmm ‘!eadfng to the’ take-over i’n _' _
195k of the gwﬂmt by Aty Force semm Rene aaMmms."m 1'é"""5pns,.

i -3‘_:5’m*: &an aarﬁenm ﬁmus‘ly pmued the deveiapmt goals

""'--‘:-mwﬂon. md m? grwth rntes rosa ue‘n ahove the Tevels of.tht
P ""_f-‘:“sfmes. This can be attributed as mch to the fruitio }jof'pmr:m
mmt paﬁc‘iu tnd mmm m]d mricet pr'h:es fer expertsasm
”"‘_rsuhmty and moderate policies of the Barrfentos goventh o

S Severai s’aeps were uken ta reargmize and nt%one‘iize glwemmt‘

_; apcntioas A ram mnsidereﬂ of gmt imrunce uas the Mor éat‘!m

" and cantral, under the Mintster of Finance, of the budgets and foreignA |

| ”--f_fborrwings of sa'l-wmmus mmnt corporaﬁms m caf_ vesteé

o 1m1f of m gf ﬂ;; opemt{ng fmerlans and wst ef the geurmt‘ ' :

e operattous m the agr'!caﬁture sectnr were cmsoﬁéated fn the M'!wtstw
'Vaf Agricu?ture. uen-qm .ﬁed %lhﬁau tgcaix:as were p?aced iﬁ mport

| f';posit*m md the rud'twts of a gover?gent buretucracy. mt sa intesse!

Tl :'7_"‘1mtﬂated by poﬂt'!cs. began to appear Pﬁvate 1nvesmt was
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cam?to a.standst+|. The Toms gawm-
mt U &=t by Colond BMnr in August 1971. Cogm-sittoll

Ineludtng 6utf 011, @ cospteted, the detertoratfar of the d Cc
~4tUHomes maned, md polftfcal stlibflfty L1 rcrtornl. A stgtrlf-
imt ev&t was the decftfon of -the IDB ad-18M O fl-e tha *letfa

09 t h onrtructim 1T m. grr pfplineto irpantiru rr~cita m stream.

In Ant4l 1972 Y

|. Ernwncy Pmmmn Asststatme ~ fY 1972-73: Shoortty artar Bannr

m d rmMm,ADwe Opwldapt ~ t knr —of d
assfst~tullllevtzt-tk. econom~cmists tacing tim muitry att t ~
tina and O support the M govammt awhfch was adoptfg pol fetes
fivorlng economic developat, private aterprfse. ad frfmdly rclatlan -
with theU.S. P~usls~ceruthortadQr | mg1972md1973
sonsfsted of $34 nflllan from AID and $17 nillion tn A-480 Title | wheat'
sales. The pwposes af thts assistante wae

(a) to Fhtmce quick4~act &bor-fnknsf vc pubttc frives-nt
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Hational Urban Developrent Service . - 3,000,000
Savings & Loan Development - e,ooo,oeo
| | Total  $48,300,000

| The economy was revitalized.under the Banzer reg1me with 1ncreased
construct1on activity, axpanding credit by the private banking system,
substantial new fbreign credits, now fbreign fnvestments in gas and
petro]eun expiaratien. naw domgstic investments in export and impart-.
snhstitution agricuttural products, and strong export per%rmancﬁ° The
major ueakness in the econcmy was the continuaticn of a sizable uﬁfﬁnanced4
central governmant ?1scai dgfﬁcit. | '
L2 EConeaﬁs_a@vaﬁsgeﬁit ?rior%ties and A!D Leﬁgrﬁaaga S gggx
FY-1971-77- The sr‘ﬁyﬁties of the EanZE? gnverumnnt uere simﬁ?ar'tﬁ tﬁose
-of'the 19605 and its resaarcﬁ a11oca&€on policy. gave highest pr%@r%ty t@
goods-producing F?@ﬁects in foreign exchange earning sectsrs aﬁd tp ?ﬁfrsm-
: V'structure The FY-?97§ E@velopmant Assistance Program (D&P) %isted the
following prforitﬁes fbr Eolivia 5 ?ang-tera deea1e§mmﬁt.
(a) further development of the cnnmmmic@tions and traﬁspert sys%ﬁn,
: particu!ar1y hiqﬁu&ys and ra%%roaés. While AIQ haé 1m the past
1_ p iayed a major role in this sector, particgia%%y in %?ghuay
'constructdon. other Tenders, such as the IDB and¢ IBRD, ﬁgwa
taking ovar this ro!e.
(b} development of hydrue?ectr1c power with tne 18RS assunﬁng the
- Teading roie in financing generatdon anﬁ distribﬂtion systems
and AID financing basic rural distribution systens
(<) rationa1ization of operations and additional investment in the
~ minerals sector. AID was a2 major contributor in the eariy YSBOs
but AID's invotvement was no Tonger necessary since the IBRD

and:dthers_ﬁére proi1ding financing.




(d} foster‘!nq pmduct'lnn nf agr*lcu’itura? crops w}th 'large expc. £
"f‘;potentia} In this regard. the IBRD, IBB and private enter-
.-'__.f:"pr-[ses were prov'ldfng advice and financing for the biggest |
S ':':- ,money mkers - cattle. cotton and sugar.g O
e _"i_m of the foregoing tat:r:]et:t:‘i'me'E were consistent wiih the growth-or-lented:-
- "-_’poncfes of the Banmn Bovernment. The DAP points out that i AID‘
'- :_'uprogrm goa'is were in the ﬁrst instance mere'iy growth-or'fented, AID
'. -__‘would attemt to he!p finance same of these 1nvestments irr ‘Hne w'lth the
_’"_resource aﬂocat'lon priorfties of the Bo?ivians.; Hwaver, AIB was can-

~ cerned. with ﬂnproving the quaﬁty of l;fe of the }east advantaged part

- of tm wpu‘!atfon 1n the rm-u'f_" ectar.f_[ (u was m 1973 that u. s. fore'!gry

-'.aid po'l‘icy was moving tnward the so-caned ”mu dimt‘!ons of focuss‘fng

B _'ﬁuﬂ the mpﬂ poor of the mﬂd cuﬁmin*tiﬁg n the Forefgn Assfstance Act G
7 ;__of '!973 which emphasized assistance 'In mting the basfc humn needs of o
h ttrls seetor of the popu‘latian in- agﬁcu‘lture. hea‘!th amd educa,tfon ') -

Thus, the DAP proposes. the AID ass'tst&nce be d'}rected at the rural 8
- population - pﬁmrﬂy the smtl famer. B
| The mjeﬂ goals of AIB u:ere. (a) to help incmse the pruducﬁon of
. the sml'l farmer through tecrm'lc,ai assistance, research, nputs and |
.mrkets, {b) to imrove the educationa] system with a focus an the
pﬁmry Tevel ‘in rura! areasg and (c) to @mﬂop more efﬁcient deHvery
h systems of heaTth services in rural areas. _ m I&rgest effart wnu‘ld be
i the agricu‘l turai sector with U S. assi stance requi remeﬁts for Ff ?97&-
: est‘lm&ted at: $47 000,000 1n 1oans and ss 000 000 1n grents. e
. To avoid dﬂut'!ng the 1mpact of AIB‘s ‘Hur!ted resources,. proiects
, | '-des'!gned to fncrease agﬁcu'[ mra? producﬁon were to be concentrated 1n 7
the Vaﬂeys (except for the Yungas) and the Qﬁente Other reasons given ;




.36
; for th'ls reg'iona'l foc:us were as fonows. (a) other assistance agencies -
' were plamning to work in the Mt‘tpiano, (b) it would- perm'!t the use of

two metheds to 'lncrease product'ion, i.e. expansion af traditional inputs
and the use of more mdem 1nputs, {c) the {Jrien‘te had the br‘tghtest

| prospects for- the futura of Bolivian agr‘icul ture; and {d) AIB had a great:"

‘daa1 -of exper'!ence with the problems in these areas.
Yo carry out the DAP strateqgy, the following loans were author'ized
' during the next three years (1974-77)

Subtropica'l Lands Development - $9,700,000
. Education Mgt. and Instructional 9,650,000
"B"a_sige;:lgp;?oﬁucmn | 8,000,000
.'lﬂgﬁ;'ﬁl'ture ',Sgctor‘i o | | .9.;236,000 -
| ..;imi E—duca-ﬁon 1 o - 4,924,000
‘Smﬂ'l Famer Organizat'ions | - 7,500,000 -
. Rural- Ac:cess Roads I . | 8,500,000 T
Rurel Education 11 (Teacher Training) 10,000,000
._Ri.:ra':l'.San'it&t'!ﬁn | D 4,900,0700-“
Agriculture Sector 11 | 11,300,000
Agribﬁéin_es_s' and Artisanry ' ..6'3230-,-000-_

- Total  $88,974,000 |
" ~ Most of these loans were accompaaied by substant'la‘i gnnt-fuﬁded tech-

nica‘i ass‘lstance.

Develom Assfstance rogram g& §ak ':973-31 “When

the DAP submission for FY 1578-281 was pab'li@hed in March 1978, President |
‘Banzer had been 'ln power for 6% years. Real gmth n GOP during this

period of poHticﬂ stability averaged 6%2. The Bolivian peso (Tast de-

- valued f_n October 197_2)_. had maintained fts value of 20 pesos to uS§1, and
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inﬂation had’ been kept at a reasonab‘le 10 to 18% levei. In 1974, Bolivia:
had a balance of payments surplus of $112 mitlion, and foreign exchange

reserves mse to 5164 million, the highest Tevel in Bolivian history. Ex¢

: " cept for a mini-recession in late 1975 and the first half of 1976, strong

S . economic performance continued through 1977. Disbursements on f_orgign_—

a | financed prodects ‘reached $390 million that year. However, the annbunce-.
ment of etections for July 1978, the first in 12 years, created poii tical
uncertainty in eariy 1978 and generated significant capital flight. Of
major concern was Bolivia's growing public debt. Since 1971 total debt |
cantractad had increased from §782 million to $2.5 billten. Debt service

tad reached 23% of total exports in 1977. Other problems were deciining

petroleum production and exports and the chronic problem of the public _'
sector fiscal tiefic:ii:.8

The govemment‘s development strategy contained in the Development
Plan for 1-976-80-: conti nued to focus ‘on promoting rapid growth. I:ased.‘ on
increasing minera'i_ and agricultural exports with the bulk of ‘p_u_i.:'l.ic in=

vestment in pmducti\ié sectors. While the go#emmnt_‘s goals in agri-
culture, heai.th and edﬁcaiion c:brreépondeﬁ to AID":Q interests, social
services, the rural poor and suhsistencefamré were low on the list of
goli vian Government (503) prigrities in terms of projectad investment
levels and proposed projects. This' imaiance in the deve‘lopmnt plan
and the dearth of social pi'o:je_c.ts presented by the GOB for donor finan_cing_
were hbinted out to Boi-iyi_an representatives at an IBRD Consultative Group .
| meeting in May 1977. The Bolivians ackt_:owleeiged the imbalance and requested
donor assistance in designing projects fof the social sectors._w |
| AID's strategy 'coni;inued to concentrate on programs to ameliorate.
the problems of'.tﬁ!e;_- rural poor, but the DAP revision contained two major |




‘changes in _appwa'ch-:'

~ (a) Different gesgraphic area of concentration: Using an fm-
. pmvéd date base, efforts to better define the target group
: 1nd1cated that target popuhtions appropﬁate for AID proj-
ects existad outside of the areas of geographic cancent?a-

KRR

ti__on of the-pre\r!ous strategy. The new areas selee_ted were
areas 1n which AID had not had projects before and fn which
other donors weve not cperating, i.e. the Departments of o
Tari:!a. Chuqu'lsaca, Pands, Bent and Potosi. (These ams _
were 3lso the areas of Towest priority in the m mvesmt_g
plan for 1976-80.) | ¥ e
(b) Werk more directly with Dspartmental Development Comittses: ~

" The purpese of this approach was to better 1dsmﬁfy pro:}ects‘

 relevant to the needs of the target group ami to strwe .

‘_ .for greater ‘impact on. the groups invew;?g them 1n the L
,process via the Developumt Comittees

In additicm to prmrlding assistance via loan and gnat amjeets, the
AIB Migsston submitted a pruposal for aPL 480 Title I1I gragrm to hetp
BnHvia meet its shortfal‘l in wheat. In 1978, Bolivia becm the first =
‘country. in the woﬂd to sign a PL 480 T‘!t'le 111 Foad for ﬂeve'lmt Agm- .
ment with the U!ﬂted Statas. The program provided for $75 srilidon in whsaﬁ |
_ imports over a ﬁve-year period. The Tocal curmcy generated from the -
. sale of the wheat within Bolivia has been used to fund development projects
AR - 4in the agricuitural and health sgctars.w . . .
C. Political fevelopments - 1978 to 1980: The unprecadanted economtc

_gmath and poHt'lcaI stability experienced by Bolivia under Banzer were
interruptad in 1978 following the announcement in November 1977 of elections




. tobe ma n July 1978, n vas widely espected that Banzer would be 3
L ;'W&ﬁe me Pmidant a,nd mt re would win. However., in aecmr

1977 he foreally declined to run and thre s backing to Afr Force
. General Juan Pereda. Former President Hernan Siles, 2 although sti11 "
K ‘;uﬁe sarf&ud as ﬁw fmt«-mning miticn candidste. Bo‘liﬂa !nd
- '_ ;:mt !!tﬁ shctious for 12 mrs, and the camigt ca‘lnimted in an ﬂecﬁm
 day, Jily 9, 1978, fﬁ‘ieﬂ with accusations of fraud and vote mﬁag i
'— 'S'umugmut the cemm'y The Bolivian Electoral Court mned the m
Cam ordared new elections. A ami;}-y coup. followed on July 21 and pw
-_mhea&ﬁonrtemlhre& Achmiogyefcmmsmdot&er
- ._immw events from that date aollows: |
July 21, ms L coum: eamm J@n Fereda -
Novesbar 4, 1918 w General Bavid mma
f-'.mw ms o ‘

-mmr 1 19?9
: ;M 16, 197?

po | ':':&f%ﬁﬁa.
E. -m fm- ém 1869,
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- mese to $179 m'-ﬂl-‘ion-.- In Momber 1979 following the Natusch coup the
Central Bank's liquid foreign exchange totaled only $20 mmoa_, .s?gfﬁ-l_s
clent to meet foreign exchange requirements for only two to three days.
On November 30, 1979, the Gueiler government moved to m‘t-ﬁnent' a_- long-
needed rplckage of eco‘ﬂmic’ reforms and _subs-equently signed a stabilization
and stand-by agreement with the IMF. ' | _
E. AID Program since since 1978: "6esp'ite the poHtical turmoil and the deta-

- rforating aconomic situation during the late seventies, AID continued
to authoriza a substantial amount of new funding for_de_veiomnt loans
and grants. The following loans were -apmM'_in 1978 in_‘d 19?9: |

Rural Roads II $13,000,000
villaga Development 15,300,000
fural Health 10,000,000
Departmental Development 10,000,000 o T
Corporations o » S s
v Vleﬁcultun!' Credit 14,600‘,@0 o -

 Total $62,300,000

The Congmsiom'l Pmantat*ion (CP) of FY 1981 contains L3 t4st of active

projects as . of Jmuary 18, 1980 i These mﬂude 17 act‘!ve locns md
19 active grants, of which 8 are Hmked to peciﬁc loaus. Gbngat‘lens o
throvgh FY 1979 totaled 5177,004,000 and expenditures totaled 372.685,399.
: leavfng an mmed balance (pipﬂine) of 5104.339,900 The cP propases
thmnengnntsmdemm?oan inﬁi%ﬁmdsemmgmzsaﬁfear
new oans in FY ‘{981. _ . : . ' R
The Country Development Strategy Statament {coss) for FY 1982, m— Ree
T4shed in January 1980, proposes continuation of the stntegy of the
o -Harcsa IQ‘IB DAP in. terms of AID ohjectives with m mhas‘is an rura‘l dew.ﬂ@-
ment and the aaeration of pmgrms ‘through lecal eﬁt‘ties. tnc'ludmg the- L

separtmental Development Corporations. The WP“*“’ zrea in which.
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programs will be implemented s not clearly defined but the CDSS indi-~

cates that the areas of operat'!on will generally be in the wallevs and the
_ 'Icuhnds. With regard to the pipeline, the CDSS statas that so’livfc*s__ _

financial difficulties have made it difficult for the G0B to meet the |
eountemrt requiremnts of ass'lstance projects. The situation {s ex-
pectaed to ﬂapmve according to the AID Mission since they had reduced
the GOB counterpart requirements for 1980, and local cun-enqy generated |
by'the- IBRD'spro:}ected $50 mt1lion progmlg}ogns in 1980 and.'l_98‘l would o N

‘be available for countsrpart. requimnts.

During the CDSS review a nuﬂer of hard questions were: posed wlth
regard to Bolivia's grauth prosaects and ahsorpt'!ve ca;:aﬁty as well as

.questions ahout the effectimss of AID progrzm to date. The resnlts 7
_of the rev*le.w had not been pubHshed at the tim this paper m mleted %

The: m tables on m fo‘nmdng pages - provide ﬂgm-es on the 1ev_els

of U.S. ecammic ass‘lsum:c 4n the 70s. The second table {from the FY 1981._‘ e

CP) also gives the tnta'is for the various caagor‘les of economic assistame: :
from 1946-1978. |
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