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I. INTRODUCTICN

"There is an apparent paradox in
has all the natural resources to
base for economic development and

moving from one crisis to another
revelution., It appears that this
the politiecal and administrative in
been characteristic of the nation.”

A. Recent Political Events

Despite & wealth of natural resources, vasti Terri
minimal population pressures at this time, Bolivia is ihe

developed nation in South America. The major contributin

underdevelopment has been the severe pelitical instabilit:

~

the country since its independence from Spain in 127

rere =

169 governments in 155 years. TFrequent changes in Zovernment

disrupt development plans and progress severell.

Since July 1978, this instability has been particuleris

seven presidents (five of them military) and four military o-ups.

w .
coup, led by Army General Iuls Garcia Mezs

the civilian government of Interim President Lydia Sueiler.

the progress toward constitutional democrecy that began wi

transition from military to civilian government by Presilent

Benzer, In addition, the resulting policy uncertesinty na
Bolivia's declining economy and increasing dect servi-e:

service requirements reached &37

was turning negative., Despite tre economic measures <zren

1/ Keenleyside Report, inited Nasions, 1%31.
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government, general business stazgnation, lack of pupil: and private sector
investment, and reduced mining production, have sericusiy Jeopardized short-
term eccnomic prospects. The impact of the partlal emergency economic
measures just announced by the Government of Bolivia i0B), discussed

below, has yet to be seen.

Short-run prospects for strengthening the eccontmy and improving the
conditions of life of the Bolivian people depend significantly on the ability
of the GOB to continue to take difficult economis deciszicns, such as reform
of the state enterprises, further reduction of subesidies, and tightening
of government expenditures. Prospects also depend siznificantly cn the
degree to which national and international lending inzstitutions and the
international banking community are willing to provide assistance and
negotiate the outstanding short-term debt. This applies equally to the
development assistance of the United States, & key contributor to the
progress being made prior to the July 1980 coup in echieving a higher
standard of living for fthe rural poor. The internati-mal reaction to the
coup and the suppression of constitutional government in Bolivia has been
strong, however: Andean Pact naticns, major Europear industrialized
democracies, and others are maintaining less than normsl relations with
Boliviay the OAS and the Andean Pact have condemned the new government;
the United States has supported internaticnal condemnaftion of the Bolivian
military regime and sharply reduced its assistance; and the multilateral
donors are generally holding bsck on future oblizazicrns. (See Annex D

for details on other donor activities).
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B, Changes in Program and Staifing

Fellowing the July 17 coup, the U.3. Uovernment Immelizse
military assistance, curtailed economic zssistance, sharr reiuc
narcotics control assistance, recalled its Ambassador, sni gigni?

reduced U.S., staff., To implement this decision, the Migsicn oroo
and Washington approved a course of action which involved tercins
certain projects, "freezing' others, and continuing sctivizies in

humanitarian aid, research, and the private zector. This gllowsl the U.5.
3 3 Py

to express disapproval yer retain the flexibility to continue T gupnIv:

development other than through the central government sni T rasuze

assistance in response to favorable politiosl developrments,

Following this, A.7.D., had as of January 31, 1577 farcalled or
otherwise withheld development resources amounting to &0-, 2. millicon
(79.0% of the $121.39 million pre-coup pipelinel, Tris incluiel zerminasting
eight projects and substantially reducing two others, trhersby 2sncelling
project resources totalling $hk.Z6 million {37.0% o7 the ore-zour rpipelined,
and delaying an additional 331.10 million on praject specifis oo Tl
of the pre-coup pipeline). The remaining prozram consists =7 olier,
routinely terminating projects spending out spproximatel. ¥7,-0 millinn
($6.3% of the pre-coup pipeline) of commitmente and zs-nuinuing wum .
non-government and research z2cotivities amounting millic T

of the pre-coup pipeline). Tn =addition, DL &30 Title 71 snd 117
place: the Title II program continuing to provide sohopl hili Ta
food for work projects, and support to meternel and onild neslh
and the Title III program expending funds generszield o whagt role
FY S0 to support rural develoopment activities. [3ee Annex ® Tor

A, T.D, program by project.’

g TILrousn
gTaTus oI T
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Correspondingly, USATD/BoliVia staffins hes ceen reduced to the
minimum necessary to manase remaining sctivities, As of January 31, 1681,
authorized U.S. personnell/ had been reduced by %5% 740 to 18) and local
personnel by 16.3% (80 to 67)2/. U.S. and TCN contra~tcrs have been
reduced by 17% (36 to 30); guidance called for &'l soatractors supporbing
Category IIT projects to remein in place, but no vzoancies have been filled.
Local persommel and contractor reductlons will continue if conditions remain
unchanged.

C. Purpose and Scope of the FY 03 CDSS

Following the country-specific guldance provided by the LAC Buresu
(State 340556), the FY 83 (DST is a modification of last year's CDSS. Tt
updates that document and deals at length only witd certain issues raised
in the FY 87 CDSS review, with departures from last year's document in the
analysis and strategy sections, and with alternativesz for near-term program

directions (FY 81-83) based on evolution of the current situstion.

1/ Includes USDH, PASA and PSCs,
2/ Includes two AAG emplovees.



IT. ANALYSIE SUMMARY AND UDPDATE

te

A. Country Profiles/

Bolivia remains the poorest and least develrre:

5

America, with a per capita GNP of $510 [(197° dollars'~

categorized as a middle-income country by the Worl

country's basic indicators are comparable to those of

(See Ammex C, Bolivia: Comparison with Middle and low

The mgjor factors in Bolivia's low fevel o

1) political instability; 2} difficult terrzin and

s

T

3} a highly centralized and cumbersome bureaucracy;

EJ

alifie gonnel; and o) inadequate social and
uzlified personnel; inadequate nd
The political instabilit:y has led ito incensistent

development peolicies, limiting efforts to assist @

Althougl there were positive growth rates in 1971-137- -- 07

1971-1978 and 3-47 in 1977-207% - externelly borr-we
-~ .

often used for capital-intensive investments in st

not only resulted in economically guestionable projerts

the foreign debt to $3.2 billion as of Sepilember 1°

today's stagnant economy. (See II.B.). The lack

-
o b

T
~y
A e

e

et R el

development policies alego resulted in this agriculturs’’l

increasing its dependence on externzl
such as wheat, lard and processed foods.

Develcopment in rural areas is hampered oy

extens

by poor zoils, by long distances to merkets, ani oy

results in high costs for transportation and encial
1/ TFor background refer to FY - CDSS, pgs. 1-7.
2/ World Development Zeport, TRRD, August 1307, pa.
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percent of Bolivia's 5.2 million pecople are linguistically and culturally
Indian, and 80% are rural dwellers concentrated in tre highlands (30%) and
valleys {50%). Approximately 3.2 million or 60% of *tke total population,
primarily subsistence farmers, live in primitive rursl areas where some of
the reglon's lowest heslth and education levels are perpetuated by inadequate
services. Only 12.5% of the rural population has access to potable water.

The average rural dweller consumes only 77% of the reccmmended daily caloric
intake and 49% of protein requirements., This is ref ected in the national
crude death rate of 15/1000, the highest infant mertziity rate in South
America {158/1000), and a life expectancy of 52 years,

Bolivia's demcgraphic prcblem has received insufficlent attention by
the GOB. The population is unevenly distributed resnliting in pockets of
high density whose inhabitants face decreasing arable land, minimsl social
services and poor economic opportunities. Bolivia i1s also experiencing
emigration of university and technically-trained professionals because of
poor economic prospects or for political reasons.

The country's dependency on non-renewable resources for meeting its
energy requirements is another scriocus problem which exists desplte potentially
abundant hydropower and other renewable energy sources. Although Bolivia was
able to meet all its domestic needs as well as export substantial amounts of
its petroleum through the mid-1970's, o0il productisn is no longer sufficient
to meet the country's internal requirements.

Despite the professed support of Boliviasn governments since 1952
for improving the livelihood and living standards of both campesinos and urban
wage-earners, economic development has generally favored the urban sector over

the dispersed and legs powerful rural population. Additional basic economic
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reform measures are needed both to solve the short-term Tinancisl crisis zna o
improve prospects for economic development and prowth., Thoese messures ineiuis

further incressing prices 2f hydrocarbons, electricit:, and other services;
eliminating remaining subsidies for wheat; cracking down on fontretand;
providing incentives for internal production; reforming stzte enterprises:
and rationaliring government investment, tax, price, traie, wzzZe ani
amployment policies. The recently announced emergency 200nomis mesgsures nawvs

dealt partislly with some of these problems, but much more 1z nealed,

B. Macroeccnomic Situatien

Over the past several years, externzl and internz) pressures have
combined to create an increasing financiel corisis in Znlivia. Tesnite
efforts in the last year to respond to the problem, the situstion will remain
critical for the foreseeable future.

Historically, the base of the Bolivian economy has teen exglrisziion

of non-renewable natural resources, primarily tin and hydrocsroons,  Turding

v

the late 1960's and early 1970's, as production levels o tin =znid petroleun
increased, GDP grew at an average annual rate cof 3,o%, In the e2arly 13707s,

based on expectations of countinued increases in production gni expor:tco,
the GOB expanded public sector spending significently, Turtner oontrivcusing

to the high growth rates achieved through the mid 1372's,

Although the total value of exports continued o
million in 1976 to $777 million in 1973, revenues were
projections by 1977. The principal ceuse of the shortlell wzs =z Zeoresze,

rather than the expected increase, in petralieum production ani z corrssconiing

drop in petroleum export earnings from a hish =f S1AL milliom in 137~ <o

just $4L million in 1979. Further, energy consumptior =g in-resssad 27 an
= b P . h i - -

average of 11.3F: annually, to the point where produciior no _onger masts
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internal demand. Because of increased producticn of ratursl gas in the past
two years, Bolivia remains a net exporter of hydrncasrbens: but nonetheless
faces a rising import bill for petroleum products.

While the growth of exports and earnings have docreased, imports
have incressed significantly, from $562 million in 197¢ to $931 million in
1979. TImperts began to increase to cover capital invecstment requirements of the
increasing public sector spending. By 1977, imports cxoceded exports, a
trend which has continued through 1979 when commodity imports exceeded
exports by more than $150 milliorn. The deficit would kave been greater but
for the gtagnant economy. Although there are significent revenues from the
illegal export of cocaine -- perhaps $1.% billion in 1050 =~ this revenue
remaing largely outside the legal system.

The final external faclor contributing te the current finsncial crisis
is the increase in foreign debt. Increased public sector spending in the
mid 1970's was financed primarily through external horrowing against expected
petroleum revenues. Most foreign loans received during this period were
three to five year loans and are now coming due. Becsuse the anticipated
revenues from exports have nct been forfthcoming, repayment of these loans has
become s major foreign exchange drain. More recently Torelgn short-term borrowing
has alsc been used to cover current expenditures., In 1578, debt service on
foreign loans amounted to 8.5% of GNP and L8.7% of exports of goods and services,
up from 2.2% and 10.9% in 1970 respectively; preliminary data obtained by the Imbasey
indicate that debt service rose to approximately 507 o export esrnings in 1980.
The cumulative effect of thege Tactors hag ber gteady deteriorstion

of the balance of payments position. In 1978, the current account balance

before interest payments on external public debt was & negative $301 million,



an almost twenty-fold worsening from 1970; in 1970 the Timure ros2 o
minus $347 million, and as noted earller would have teen werse bui for
slackening of imports. Bolivian financial delegationg trszvelled o liaw
York in September and December 1980 to meet with private tankers to
discuss rolling over and rascheduling the private debz, Tn the stTeencs
of promised economic messures, however, the bankers agrasi only <o 2
continued deferment of most amortization payments until fpril, 10
This was far short of the expectations of the 30B and *=s =2l i:ztle
appreciable impact on the financial situation,

Internal reqguirements have further contrivuted to the

crisis. A large portion of the increased public sector spendinz o the
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COMIBOL, and the central government has been forced i

thelr operating costs; in 1979, thelr combined »peratins 127ici
million. The advantages oI the Naovember 1%

mining tax reforms have been consumed by the nigh
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corporations.
The subsidies which have long been provided to meintain l1ow consumer
prices for besic commodities such as gascoline and wheat Tzve reen =znupther
major internal pressure on government rescurces, althoush tress hsve recentls
been reduced, The high fixed costs of the central zovernment Tus zddifi<ionsl

pressure on scarce resources 1T any investment is To Te maie.
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As these external and internal pressures hava increased, the economy
hag faltered. After the encourzging record of the esriy and mid 1970's,

CGDP growth slowed to 3.4% in 1977 and is estimated to wsve been only 1.49
in 1979. Although 1980 data are not yet available, growth may have been
negative. In per capita terms, growbth has been negat’-c since 1978. As
growth has slowed, prices have increased sharply. Measured by the GDP
deflator, prices rose by an average of 5.7% from 197577, by 17.6% in 1978,
by 24.9% in 1979 and an estimated L40% in 1980. Contributing to the price
increases has been an increase in money supply (M2), wnich rose by 12.5%
in 1978, 4.9% in 1979 and 12.1% in 198C.

Although the signs of the worsening economic situstlon were evident
as early as 1977, the Banzer govermment was unwilling to implement unpopular
economic measures. Subsequent interim governments, milifary and civilian,
were equally unwilling to implement needed measures until late 1979, when
the Gueiler government put an initisl package of reforms into effect. These
included elimination of price controls on many basic agricultursl commodities,
elimination of the sugar subsidy, govermment-wide budget restrictions, a
135% increase in gasoline prices, a 30% increase in electricity and railroad
tariffs, mining tax reforms, measures to stimulate 1necal currency savings,
and a 25% devaluation. The impact of these reforms was very positive, but
congtituted only a first step in deaiing with the ovarsll problem.

A subsequent series of reforms was originsllv plenned for September,
1980, and a partial, emergency package was anncunced =n January 9, 1981.
Included in the new measures were a doubling of the price ceiling on wheat,

increased petroleum prices (20% for gasoline, 50% for diesel), elimination of
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fuel subsidies for public transport, increased transyoroztios

increased tariffs on electricity, tariff exemptions

basic foodstuffs, and modified personal tax rates,

N

The government hag alse announced its intention =

discipline by cutting back on publiic sector spending
priorities to selected programs designed to incresase

constraints are evident throughout the civilian side

current account expenditures zre kept at a minimum and

are limited. Restraint on the military side has bde=

officer's salaries were recently increased by from

r

significant aircraft purchases will place additicnal turiens

s

resources. Overall, the 303 has been unable to stey

criteria agreed upon with the IMF in obtaining a cne year

in early 1980,

C. Commitment Analysis

Belivis has been thoroughly committed to gro

the 13952 Revolution. This is reflected in the country'

econcmic structure, under which the poor have steadily

being and standard of living, although political and

have at times delayed progress and csused setbacks.

Ay
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current mascroeconomic preoblems mean unemployT

W

prices for stapiles, the inavility to save, and Tew o

one's econamic position., Tre new measures

government, aimed st rationalization of the economy,

2

toward addressing the long term needs of the poor even th
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impact will be adversge; according to the JOR the ilnoresco will reduce the
purchasing power of salaries from L2 to 15%.

Some unsound policies which contrivuted to thae »irrent stagnation
benefitted the poor in the short run. Subsidized fisl prices mean lower trans-
portaticn costs for small farmers, and food price ceilings mean lower food
prices for the urban poor; yet pestroleum reserves have diminished in the absence
of funds to finance exploration of new fields, and incentlves to food production
have been lacking. Recent economic measures have imprcved some of the in-
appropriate policies, but there will be a negative impact on the standard of
living of the poor. The GOE has announced that there wilt be no wage increases
to offset the higher prices raozulting from the new messures. As noted above,
however, the military recelved very gizeable salary ircreases only a month
earlier, A critical question in ongoing analysis of tne G0B's commitment to
the poor will be how economic sacrifices yet to come arc shared between income
groups and between civilians and military.

On the other hand, the recent measures do inciude progressive features.
An overall 80% increase in electricity rates involves s Jump of only 14-21%
for minimum domestic users. The income tax adjustments, while not economically
ggnificant, will apparently mzarginally favor wage csrmers.

Successive Bolivian governments have beer cormmlited to increasing
employment, but the focus has been on the public sect:r. This has swelled
the payrells of inefficient public enterprises and cortributed to budget
deficits and inflation. Meanwhile economic problems snd political instabllity
have discouraged investment in the private sector., Itimulating private invest-
ment remains the key to increassing employment, and the bresent govermment seems

to have a stronger orienftation toward the private sector than its predecessors.
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The 13957 Revoluti-n resulted in extencive

land teo cempesinos, and this commitment continues
programs which have relocazted over 13,000 highlsnd poarr o the sparsels

populated lowliands during the last decade. The Fevoluzion nas proviistd

formerly subjugated Indian campesinos with increszsing sroorTimi=zies Tor
advencement, and the formal social order no any ostmnic
group from sharing the benelits of development.

After land, credit is the most imporiant resource - small Tarmer:s.
The Bolivian Agriculturzl Bank {BAB) has increased itc Jmal_ Tarmer Jraiis
Fund to $5.3 million durins the past Tive yeare, e NMindstre oD LorioulTurs’

budget has increased at an annual average of 157 fron 1751510, mni she
government is studying the reorganization of tre gelr<or oo involve movre
personmnel in directly providing services to the ruirsl p-or. Turing the

past five years, approximately <00 kilometers of rurs’ roads nave Tsan

constructed, providing rurasl villages with better aooess To TroaliucTticn inguts

and markets. During the same period, approximately -,:703
electric lines have been installed to exteni gervice to more Than -0 (D30

rural families.

The rural poor do not have access to adeguate gnd edization
services, Trne GORB and private voluntary crgsnizetiong vrovide onli oz osma L

portion of the rural population with health

Ministry of Public Heglth nas incressed

with the greatest changes teking place

s 3 LI AT f =1 Fl 3 Al T, et e —m
education has aslso increased in 2320 (7LE of the 17 na-ional tuigst ),

providing more schools and seachers Por rural sreas, Th~ present govermmont's
commitment to improving rursl health ani educsilion, Nowsver, g unileszr,
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In recent years the GOR has not cipnilicantly dmproved the adminig-
tration of the key agriculture, health and education ministries. They remain
administratively weak, over-centralized, and witnount adequate data for sector
planning. Though corruption continues and at times lampers project implemen-
tation, it dces not cause z substantial diversion ¢f resources from the poor.

Due in part to the COB's concern to achieve rapid growth and its
lack of sensitivity to environmental issues, its commitment to preserve scil,
water and forestry resources has Dbeen inadequate., I1he GOB critically needs
an institution with the capacity and authority zo plan and coordinate con-
servation and forestry management efforts. Prior tc the July coup, the
Mission was discussing this problem with the GOF with a view toward deve-
loping a conservation project.

Although the GOB has long been extremely conservative as regards
public assistance in family planning and birth contr:sl, 1t does not interfere
with the operation of private clinics and organizaticns.

Bolivia today is not open to new or controversial ldeas. The
political situation givesg the poor few copportunitiezs fo participate in
decisions that affect them. Since the July coup there has been censorship
of the press and other mass media; thcugh indirect criticism of government
policles is sometimes tolerated, 1t acts quickly when structures are breached,
During the last week of December 1980, the government suspended publication
of a leading La Paz newspaper. Since July, the government has supressed
dissenters and critlcs through threats, impriscament, torture, and exile,
Though the number of political prisoners has decreased to approximately
200, recent arrests and the continuing threat of revrassion stifles free

expression.
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The USAID/Bolivia assistance strategy states how Th

to respond to Bolivia's development needs as analyzed in

as summarized and updated in this document, It applies *z

FY 81-83, and the CDSS planning period FY 83-87. It aszum

in fact be a U.5. response to Belivian needs, and thererfr
in the context cof the last two assistance scenarics disous

tion (See IV.C.).

L)

ne last year's political changes an?

economic situation reguire the Mission tc medify siightis

and several of the sector strategies developed in the ¥Y o2 C

A, Mission Goals and Cbjectives

The fundamental gcal over the 1G82-1987 plannin

stated in the FY &2 (CDSS: preomoting growth with eguity =:

gy

Migzszion
ne TV o8
e oTha

standard of living for bBolivia's poor. Flowing from the zral iz

cbhjectives which undergiré the Mission's strategy. Al-hc:
those defined in the FY 82 D88, the basic objectives Zcr

narrow the thrust of our assistance program to income and

activities as follows:

1. Increased agricultural production and farm in-o

small farmer access to production inputs, technolcgy, marxeting sys

improved management of natural resources,

or
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e thorouz

2. Higher per capita income through expanded :f7-farm ampl
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o . .
—eitective eners,

cpportunities, increased access to cos
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econonic participation of women;
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3. Enhancement of the human ressources base Shrough decreased mal-
nutrition, morbidity and mortality and more approprinte educational oppor-
tunities for rural children and selected middle-level iraining programs tied
to gectors of emphasis,

B. Program Strategy

In working toward the geoal of growth with sguity, an overall program
strategy has evolved with elsments which are intesral to each sector strategy.
Most of these were discussed in the FY 82 CDSS:

- Decentralization: The Mission will design activities which emphasize
regional, local, and individual participaticn in decision-making and upward
articulaticn of requirements. The Departmental Deve.opment Corporations,
regional offices of central ministries, and privats zector organizations will
be stressed.

- (Geographic Focus: Activites will continue to be focused in the
five southern and eastern departments, although cther iccl for project acti-
vities will be ccnsidered as appropriate to individual projects.

~ Reduction cf Counterpart: Given the critical financial and admin-
istrative situation of the GOZ, projects will be designed to minimize govern-
ment commitments of funds, particularly new recurrent expenditures.

- Private Sector Involvement: In all sectors, we will seek to expand
the use of private entities to reach the target grcup. FExperience with the
private sector convinces us that more can be done cutside and arcund the
institutional constraintswhich plague the GOR., Off-farm employment genera-
tion in market towns appears to be a viable area toward which to direct our

private sector assistance stratoesy.



- Donor Coordination:

Continued close communica

direction of Belivian develcpment among major multilateral and

will both reduce stralns on the GCRB financial and administrativs

and magnify the efficiency and leverage of the A,I,

C. Sector Sirategies

Agriculture and rural development will continue -

Mission's strategy.

gement.

Health and nutrition will be consid

integrate and strengthen efforts in human resources;

tinued with caution due to cnanges in the attitude

in the latter traditional sector projects will end.

will also te included in this human resources

in the private sector.

Agriculture and Rural Development.

greatest emphasis in the near~-term and cver the plannin

tives will be pursued by increasing local particivation

This will include rural enoergy and
aJ

i me vma T e -
cilateral i
cavztitias
T O™ B T
i, Drigrar,

> - - -~ s

t e the foous of
ratura. razgurcas o
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In the near-iterm, the Mission will concentrate on improving small
farmer access to services, including credit, marketing and inputs, and on
the lccal adaptation and diffusion of technology. A =zector assessment will
be completed in the near-term fo refine program devs=lopment efforts; this
will include possibilities for focusing Mission assistance in these areas
within an integrated regicnal context, including »otn the public and private
sectors; and measures for capfuring rural savings for agriculture. In tech-
nelogy, the Mission will emphasize establishing Interactive processes of
local adaptation and dissemination of farm technologiss, stressing local
participation. TIinally an initlal project in naturzl resources management
will be undertaken, to lay the groundwork for future assistance by defining
pricrity problems, identifying investment possibilities, and strengthening
institutional capacities. Future field activities will be supported by PL L8O,
Title IT Food for Work,

The Migsion is fully prepared to initiate a development project in
the Chapare to provide alternatives to coca production, assuming the GOB
implements an effective narcotics program to control the illegal processing
and trafficking of ccca and its derivatives. The Mizsion further assumes
that special funding will be made available for this activity, which lies
cutside its priority develcpment efforts.

Energy. The major change in the Mission's energy strategy from the
FY 82 CDSS is to substantially increase energy's pricrity in response to
Bolivia's deteriorating situation {See Annex E) znd the opportunties pre-

sented by the GOB's increasing concern with the secicr.



As stated in last year's C(DSS
heavily dependent on diminishing petroleum reserves despize

of natural gas, hydro, solar and other renewable energz. scu
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duction and consumption remain at current rates, Sclivia

proven petroleum resources in the early 19G0's,

will likely result in an appropriate switch to gas,

to traditicnal fuels such as dung and wood, exacerbating

pressures on Rolivia's fuelwood resources and contributing

deterioration.
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The Mission's obtjective is to promote development of 2 Talancal

national energy policy, including both renewavle and cene

sources, to insure the most cost effective utiiization of
near-term, the Mission will pursue this objective
tional capability within the Ministiry of Znergy and Hidro

assess Bolivia's energy resources and demand and plan

of resource utilization.
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Belivia to enable them to increage their productivity and income, and im-
prove thelr gtandard of living. The prineipal objiennive 1s to decrease
mortality and morbidity rates.

The overall strategy and activities outlinel in the FY 82 CDSS remain
valid for the planning period, buf changes in oricrities are required by the
cancellation of the Rural Health Delivery Systems project following the coups
the highest priority is to reauthorize that project with necessary modifica-
ticons., Whether this occurs in the near-fterm or later in the planning period
depends on renewed GOB support for a community healih care system. The
other priocrity areas of nutrition and rural saniftation will most likely ve
postponed accordingly. PVOs working in potable water and primary health care
will centinue to complement public sector activities. The Title I11 program
will provide $11,000,000 for nutrition improvement, TR detection and control,
malaria eradication and contrel, and immnization to pre-schocl age
children,

Bducation. This areaz will be deemphasizad az a discreet sector over
the planning period in response to the Agency's reduced emphasis and the
Mission's continuing experience of disruptive, politically-motivated per-
sonnel turnovers and lack of continuity. These endemic problems have
worsened following the July 17 coup.

Education strategy over the planning periocd will focus on three
objectives: development of projects focussed on specific problems (e, g.,
bilingual education), suppert of innovative PVO approaches to non-formal
education, and strengthening of human resources development components in

projects in other sectors.



Over the near-term, the Mission will proceed with the Bilingual
Fducation project (approved by the DAEC) assuming an appropriazte minisisrial
support exists. This project is basei on wunigque U,S5. capatiliiy and expe-
rience in Quechua-Spanish bilingusl education in Belivia and sxpandis the
present pilet effort to make it self-sustaining in twe Zepartments ani sasily
replicable in two others. Cf secondary priority wiil ts the Zevelcoment of

a small project to train middle level administrators in xey minisstries and

improve the capability of the Institute cof Public Adminisiraticn ic proviis

practical long term training in project develcpment and ranagement,
Population. Given the current rate of populaticon grow:in ani poten-

tial for higher rates as infant mertality declines, the Missicn will sontinue

ot

tc attempt to work carefully arcund the GOB's negative at:i
planning, capitalizing on the considerable irntarsst exprsssel througn private
providers. The Mission will indirecily support family planning servizss ©ty
the small, effective group of local private providers whc cperate success-
fully without govermment cor Zhurch intervention.

In the FY 82 CDS8S, the Mission stressed reaching Xey decision-maXers
to encourage more favorable attitudes toward reduced populaticn Zrowtn =znd
family planning services. This approach mesy now be less viatle, tut the
Mission will recommend continued support to selected stuiies, such 2§ Ihe
1980 Demographic Study and the RAPID prcogram scheduled for 77 Z1, <o ilus-
trate the conseguences cof population growth and the value oI spacing chiliren
to reduce infant mortality and malnutrition. Tt may ©e possitle fo work

sex education, contraceptive techniques, and referral =c zervizes inte

health and other sector projects,



PL 480 Title II and III, The progra: will continue to play an

important role in the Migegion's strategy both in the near-term and in the
CDS8 planning period.

Title IT. The program will provide Tood 2ommodities Tor continuing
activities described in the FY 82 IDS3, principaily school chila feeding,
food for work projects ard support of maternal and child health activities.
Over the CDSS planning period, expanded use of Zitle II actlvities will
strengthen the Mission's efforts in key sectors by promoting increased com-
munity participaticn and employment generaticn in: natural rescurces, mana-
gement and conservation (reforestation); energy {»asic hydroelectric infra-
structure); health (latrine and water =systems construction); education
(health and nutrition training activities); women's participation in deve-
lopment (further development of mothers' clubs whish function as rural
centers for non-formal education in literacy, health and nutrition, agri-
cultural extension, coop formation and establishment of small cottage indus-
tries); and expanded invclvement by associated private voluntary organizations.
Title IT commodities will also be utilized to comglement Mission colonization
and Departmental Development Corporation actlvities by providing: newly
settled cclonists with the necessary basic food staples thus allowing them
the time necessary to plant and harvest their cropz; colonists with subksis-
tence foods while completing new village infrasftracture projects; and
feeding programs in suppert of agricultural sxtenaicon, training and commu-
nity development activitias.

To assure greater efficlency in the utilization of Title IT commo-
dities in support of the sbove activities, the Mission proposes to work with

new and existing PVOs and the Minisitry of Planninz's National Complementary
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food delivery mechanism for distributing

v

Through employment of an A,I.0, financed GP5, this leoglistical anzity will
be provided witn the necessary technical assistance Trom za sua ilisi 7070

with expertise in food management.

Title IIXI. The Food for Tevelopment {¥FD} program will continue as
a basic component cf the Mission's porticlioc, ziven itz strixirg zucrsss o
date and 1ts abili<y to provide scarce counternari rescurzes,  The Zorvermment
has performed well in meeting its commitments tc usge <the vrecsziz from
domestic wheat sales for rural development proj incrzass purlic seoTor

investment in agriculture, and initiate policy measure:s To stinulats Droiic-
tion by insuring a market ror domestically-produced wheat,

The GOB in March 1020 announced a five-vear wheat plan wihisn woulld

eliminate the need for imports by mid-1685. 1In Sepifemrar 1G5

=

wheat prices for the first time since 197L, from $16L/vT -o 322707

y
{1

$45/MT over international prices) and in November 1GEC zst asgiis =
hectares of new land for growing wheat. The January 18I0 eocnomic masaurss
included doubling the consumer price to aliow the market Drics e 2DDproxi-

mate the import cost of wheat., Title II! will alsce

production by establishing cellection centers which will franspors, pirshass
and store the farmers' grain.

The unigue feature of the Title 1III program -- that the Ze2tt iz
cancelled when the government complies with its responsitilitisg -- i3

extremely important in view of ccunterpart comstraints, whiph 1izmis Zolivia'z
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ability to undertake externally-financed projects. Title IITI funded acti-
vities are fully Integrated into the Mission's pecrofolio and consistent with
broad objectives. One major subproject promotes decentralization by financing
local development activities through the Departmental Development Corporations
(DDC's). Another provides initial subsidies to the integral cooperatives
which receive technical assistance under the Bmall Farmers Crganizations
project. A nutrition subproject directly complements the Mission's larger
Nutrition Improvement grant.

The follow-on Title TII program planned for 1984 will adjust cbjec-
tives to reflect the progress made by the government in increasing wheal pro-
duction and changes in Mission pricrities.

Private Sector. As part of the Mission's strategy to pursue a decen-

tralized approach to project development, the Mission will invelve private
sector institutions as vigorously as possible cver the near-term and through-
out the planning period. Primarily, assistance will be provided to private
sector institutions to expand their activities in the small farm sector by
providing greater access to agricultural inputs (particularly credit), improv-
ing rural housing, and increasing off-farm productive employment. These acti-
vities are in addition to the areas of private sector development mentioned
in the preceding sector discussions, such as expanded use of PVOs in human
resources development and indirect assistance to providers of family planning
services,

Current and past programs with the Central 3ank have been effective
in channeling development resources through the private banking system., Ion-
banking private sector institutions such as the NWatlional Federation of Credit

Unions (FENACRE), the Savings and ILoan System, and independent multipurpose
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and integral cocoperatives are well developed delivery systems which will te
tapped to provide the target group wider access toc needed inputs. Future
project assistance to these institutions could help generate significanc:
incame by mobilizing and making available rural savings.

The PCGP pilot rural housing activities of the savings anz2 lcan
system have demonstrated the feasibllity of combining housing ana inccme-
producing leoans to the same rural family. The current rHousing Guaranty
also has demonstrated that the S &L system can work effectively with low-
income families, Combining these experiences, the Mission plans te Zeveleop

an expanded rural housing/employment program,



Iv. IE8sURES

The most pressing lssues concerning assistance to Bolivia have to
do with the short and medium term rather than the five-year time frame of
the traditional CDSS. For this reascrn the Mission has been instructed to
focus this modified CDSE on near-term issues, ageirct the background of the
long-term analysis submitted last year. With she important exceptions noted
in previcus sections, both the comprehensive gnalysis of Bolivian development
requirements and the Mission's strategy te meet them,detailed in last year's
document, remain valic.

A. Program Balance

The FY 83 CDSS slightly modifies the Mission priorities described
in the FY 82 CDSS based cn the new opportunities and the changed economic and
cormitment factors described above. Agriculture and rural development remains
the main focus and conseguently requires the greatest portion of planned
resources; energy recelves subgtantially increased sttention; human resources
(health, nutrition, education) will concentrate on a reduced number of project
activities based on GOB commitment and U.3. capabilities; population
activities will be addrecsed through the private intermadiaries; PL 4B0
Title II and TII continue to play an important role; and private sector
initiatives through institufions and PVOs incrcase ns a means of pursuing
a more decentralized approzch to project developmoni,

The Mission strongly believes this balance onetween sectors is
appropriate given A.I.D. priorities and opportunitiss in Bolivia. Assuming
political developments allow new shtarts, timing is sxtremely important

regarding the development of activities in the near-term and in the early

part of the CDSES planning period.



B. Category II1 Projects

Within the present Mission portfolio, ~ix pro

on project-specific grounds in response Lo political consiisrstions.,  Zins

July 1980, normal implementation of these projects nas ssopped znd ~nly

those actions necessary to keep them vizble have veen i1zxen,
status, counterparis have remained in place for mosbt proj=cts znd 3Azlivta

project activities have continued to the extent permitisl oy tne svsi_szill
of funds from the 3CB or from prior advances oI projest inds,. =However, T

Mission is concerned avout the continuation of the ({3 surport rnesdel t-

keep these projects alive, Although circumsfances vary c-nsiisrztly among

the individual projects, in genersl as more Lime passes with o

inputs from project resocurces, the possibility increases =<hat oountertar

and perscnnel for the projects programmed in The 303 buliget will Te wiziin-

drawn. Should this occur, given the time already passel =nd Thne 21i77% =
y = I
of re-cbtaining resources, the result could in eifTect Te Zhe Ir-ss 27 The
projects and much of the investment already maze,
The projects were placed in the "Ifrocen” category in orisr w1 prols
a short-term turnaround capanility in the event of favors:le poiiticsl

developments., To preserve this capabiiity, the length -7 time the yro’sl
can remain completely frocen should e carefully oonslderel, Trne Misgsion
will closely monitor these projects and recommend adaitionzl zotions il

may be necessary to protect our investments and preserve Zlexitiliir.

C. Program and Personnel Levels

Under the Mission's strategy, Bolivia reguires more

A,I.D. can reasonably be expected L2 provide .ZSven overz_ . Miniding av=ilsvill
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The issues, therefore, focus less on the country’'s aggregste development
requirements than on immediate asdministrative and short-term financial
support capacity. Choices between the following caseps and funding levels
also hinge very significantly on political considerations which are beyond
the scope of this paper but which may be addressed during the Washington
CDSS review. Personnel requirements, which follow program levels, are
discussed in the analyses of the alternate program directions. (See Annex F
for summary.)

Case T - Close-out of USAID/Bolivia

Under this scenarioc, the Mission would sign no new project agreements,
seek grounds for terminating existing Category IIT and IV activities, cease
active implementation of Category IV projects, replace nc departing personnel,
send home in-place contractor teams, and downgrade to an A.I,D. Representative
who could be withdrawn in three fto four years.

Potentially, as much as $57.15 million could be terminated on legal
grounds within ninety days, largely in the rursl development and education
sectors; $19.4 million, largely in private sector activities, would spend out
over the next three years, Both Title II and Title JIT programs would ceagse
- the former for lack of adequate administratives support, the latfer presumably
as a result of a political decision not to provide the remaining $35 million in
wheat sales credits and implicit foreign exchange support.

No new program funds would be required in this case; operating expense
requirements would rise sharply from the current $7 million to $3 million next
year, to fund the close-out, and then fall to zero within four years.

The decision to close-out the Bolivia program would be taken if

relations between Bolivi and the U.3. cool still further, if the economic
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situation and development climate deteriorate completely, or 1f wvariou

factors combine to mawke thir program, the largest in Latin Americsa

1 -

on development needs, marginal toc A,I.D.'s activities. It 1s coviously

not justifiable on developmental grounds.

Case II - ¥ore 27 the Same

This scenarios veries from Case I only in that the Mission woull

actively look for grounds te terminate Category III projectis bu
those decisions open, would continue to actively implemen=
would continue to proviide the necessary supporit to Title T2, Zssue

however, that some Category II1I projects mi

"o 3

wltimately terminate without further development impact. > new =
would be slzned, although 0PGs and SDA subprojectis woulld continue

basis. Because there 1s no technical basis to terminate Title TI7,

would remain =zt the current level {or the present.
Under these conditions, Munding at $k=% million wouli re re

maintain the active program, xeep Category III nrojects zlive, ani

minimal investments in "turnaround” capability. Perhaps S1F miliion

be deobligated from languishing Category 171 proajapts in 77 07, 7T
expense requirements would stay constant at $7 miiliom.

Case IT may be chosen if the developrment »r politicel 2iims

frozen” beyond an additionesl few months, and in this Case most wouil

~ oy

not improve or if for other reasons the U.S. wishes to =old its opiicns

through FY 71, It is not viable over a lenger peried, nor is it consiszens

cy's develobment 2bjectives.

with the Agen
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Cagse T1I - Cautious Movement on Develovpment Ibjectives

This cése would allow the Mission to meet development opportunities
on a limited basis by implementing selected Category 171 projects and making
certain new starts. PL b20 Titles IT and III would proceed normally, as would
0PGs and SDA activities. The Mission'’s focus would remain heavily 1in ongoing
agriculture and rural development activities, tut it would alsc begin to
capitalize on the excellent opportunity for work in the energy sector. There
would be no new starts in educztion beyond the approved Bilinguael Education
project, Health and nutrition would remain a viable possibility depending on
institutional developments. Both new and reactivated projects would,to the
extent possible,work around the central govermment. Ferscnnel reguirements
would increase somewhat to support sctivation of Category II1 projects and
new starts.

The Mission would require $12-15 million in the first calendar year
following a decision for Case IIT, and that figure weuld rise toward $LO
million through the planning period if development »nver this longer-term
did not suggest going back to the fully active progrsm discussed under
Case IV.

Case III would be an appropriate cholce if Shere is an improvement in
political relations short of a return to the pre-coup clogeness and assuming
the economic picture improves as a result of recent and future measures.

This Case envisions something considerably short of = full assistance
relationsghip, although relations between the Missicn and key sector ministries

would again be quite close.
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Casge IV - A Fesumed Lssistance Felationcrinp

1f circumstznces perrnit a resumed ncrmel assistance relationshiy,

A

[£7]

USAID/Bolivia would return £ its pre-Juls 152 planning, wiiih The

i)

gsectoral adjustments ziresir ilscussed. Cazersry I2I pro

L2
¥
3

actively implemented, and the lMission would resume 1ts previous o= in

.

rural development, inciude =nergy as g priority sextor,

[
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out of education, meaintain its option to sspitalice on opr-riunities Ir

health, snd look actively for new pessibliities of oro e

e he Tt

4d

small-scale nousing and :redis activities througl the prive.e secIior,

Title IT and III would expand and a new Title ITI zsreement woull oo

- -

proposad in 1374, The Mission would resure i

the GOB on economic issues and development sirateogy acroge T2 Toari,

Personnel levels would correspondingly bte increaged tn thore vrofecztal
a year ago.

Program levels would return to $27 Iy whne Jirst Twelve
months, and followirns the vrofacts of lasi vear’'s {788 move toward 300

H e oyt

miliion by the end of the perini, as is nppropriasse Tor the TooresT ~ount
in South America,

- - STl wERll

This Case would be appropriszie to full =nd normszl

Bolivia and the U.S.,, with zn Improved oconomic olimete wWhioh sllowed Zor

effective planning and implementing
mutual concern. It would aslise be g logiczal oulyrowti oF zrn initisl Zsciszdion

to implement Case III 1f conditions continued to improve,
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-33-
ANNEX A - COUNTRY DATAl/

Basic Indicators Production Indicators
Population Mid-1978 (millions) 5.3 Average Annual Orowth nate
Area (thousand sguare km.) 1,099 of GDP (1G70-1¢78) 5,67
Socio-Ethnic Distribution: Agriculturs {1¢77-1u78) 56T
Indians 60.0% Industry (1G70-1G72) 5,19
Mestizos 25.0% Mamufacturing (1G70-1078} £.37
White 15.0% Services {1Q70-10700 a0t
* Population Zensity (per km. ) 4.8
. Average Family Size (1970) 5 Merc?and?se Eraie ;nélcgtors =
Rural Population as % of Merchandise fr&@e:}mllllo" Use - .
" total population (1975) 67.0% Exports {1L7C“?; 77c.o
Imports (1476 2 S
Demographic Indicafors Average Annual Growth Hate T¥
Average Annual Rate of Srowth Volume of Experts (1G70-1873 L7
of Population (1979-1978) 2.6% Imperts (LS70-1G78° 12,27
Crude Birth Rate per thousand Terms of Trade €72 = 12C¢ [Le7d} hicte
Population (1973} Ly
Crude Death Rate per thousand Balance «f Payments and Tett
Population {19?8} 15 Servire Ratics
Percentage Change in Crude
Birth Rate {1G60-1973) -8.3%
Crude Death Fate {(1C60-1978) -3h, 8 plegips
Health Indicators 2,54
Life Expectancy a%t Birth (1978) 52 e
Infant Mertality Fate (1277) 158
Child Death Fate (1467 22
Populaticon per e 1,850 tional
Mursing Ferso : 3,070 External
Percentage c¥ aiation w % Distu R =1L
Access to Zare Water (1975) 34, o4 Gross Int a. neser in
Daily Per Capitz Caleoric Intake Months of lmpcr:: Coverags (10T I.Z
as % of Pooulation {1G77) 83.0%
- o - Lab
Education Iniicazors
Adult Tit Fats Le.og 2/ 1.0
School Teac: i 2=
65,04 ER
35.0%
0. B

10 Distrivuzion of 7L

3 - prrw
a af Inductry
2.2%

Services

o

te of Inflation

2. 7%

Average Anm
1970- 797

1/ Source: vorid "eovelopment Report, IBRD, August 1G5

2/ Missicn estimate based on fifth grade education.

%/ Source: International Financial Statistics, Volume XXxITi, IMF, 1G3C.
_/ Source: (entral Bank preliminary estimate.



SR

ANNEX B - CURRENT STATUS OF DEVEIOPMAINT £75TSTANCE PROGRAM

{U.8.% Millions)

Project No. and Title

Category 1 Projects

A. Terminated

0483
0538
HGOOS
0510
0364
0888
053L

oL55

Rural Health Delivery System
Agricultural Credit

Shelter Program HIG (BANVI)
HIG Shelter Grant {BANVI)

Sub Tropical Lands Development
Rural Access Roacs I

- Rural Electrification Management

(NRECA)
Ag. Development Sector I

Sub-Total A

B. Portions Terminated

cL9g
oLs0

- Village Development
~ Educational Management and

Instructional Development

Sub-Total B

Total A and E

Category II Projects

Lean,

Gran

L/G
LG

HG

IJ
IJ

~
La

I

L/t

L/t

All projects placed in Category II followiang fth:
July 1980 coup have been subsequently terminated
with the exception of 466 - Rural Access Hoads

which is now in Category 1IT.

Category III Projects

A, Delayed

okg9
0k&5/6
0482
0511

o458
o6

Village Development
Agriculture Sector 11
Rural Education IT
Departmental Development
Corporations

Rural Sanitation

Rural Access Roads 11

Total

!

I

1, Status

as of 1/31/81

Terminated Deobligated

13.30L/ 10.90
16.00L/ 14.35
L.00 0.hh
0.32 0.25
2.00 2,00
2.10 2.10
0.12 0.1257
0.40 0.4%0
38.2L 30.56
5,00 5,00
1.60 1.602/
6.60 6,60
L, 84 37.16

] -
Status as of 1/31/81

Delayed

8.90

5.90
9.40

10.00
3.70
13.20

51.10
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Loan/
Project No. and Title Grant Status as of 1/31/81
Continuinz=/
Category IV Projects
A, BSpending Out Pre-Coup Commitments
049 - Rural Electrification II
(TDD 12/31/80) L c.70
0L50 - Educational Management and
Instructional Development L EPRRe
O477 - Rural Education I (TDD L/27/81) L/G 3,00
0453 - Rural Health Delivery Services
(APD) - Montero (TDD 3/31/81) 3 o3
Sub-Total A 7.62
B. Continuing Activities cemtinuing
O0L72 - Agribusiness and Artisanry L/G 5.0
0452 - Small Farmers Organization I L/G 3.0
HGOOS - Shelter Sector HIG (CACEN) 3t .50
0510 - Shelter Sector Srant (CACEN) 3 C.03
oLe8 - Nutrition Improvement (AFD) G s.al
o051 - Basic Foods Production and
Marketing (CID) 3 T.TE
0485 - Farm Policy Study G LT
0481 - Small Farmers Production (CHEMONICS: G c.7r
0514 - Consclidaticn of Colonization
Program (FIDES) 3 e
Ch77 - Rural Development Planning 3 .ot
PCGP - Productive Credit Suaranty Program G - .
0523 - PL 480 Title IT G {727
0522 - PL L30 Title ITI G (ool 2/
Sub-Tectal B 17,28
2L L80 {zz,27"
Tota: A and B Z5.-T
L LBO zz.em

1CP.

Exact amount to be decbligated to b
Obligated less disbursed as of 12/1/30.
FY 80 actual expenditures.

FY 81 vudgeted.

NERS
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ANNEX C - BOLIVIA: COMPARICON WITH MIDDLI AND [OW INCOME COUNTRIES
SONY,
Averaiglj!aluef/

; Latin Lo Middle
American Income Tncome Industrial
Indicator Bolivia Countries Countries Countries Countries
Per Capita GNP in 1978 US$ 510 1,399 200 1,750 8,070
. ) ‘7 ;

PQLI , L1 70,1 33.3—/ 69.1%/ 96.5
Infant Mortality (Aged 0-1) _ 158 5.9 TiA 71.9Y 13
Life Expectancy at Birth 59 63,0 £ 61 ' 7h
Adult Literacy % 3/ ' 7

(15 years or older) 63 T6.6 g 71 99
Crude Birth Rate/1000 iy 3.7 50 35 14
Crude Death Rate/1000 15 8.8 S5 11 9
Children Death Rate/1000

(Aged 1-k) 2ls 8.2 iy 10 1
Per capita Caloric Supply
as % of Minimum Daily ,
. i, 9/ 4 .

Recommended Requirement &3 107.7 a1 108 131
Percentage of Population with é/

Access to Safe Water 34 65,7 gle 60 -
Energy - Average Annual Growth

Rate % {197L-1978)

Production -2 6.3 .2 1.7 B
Consumption 11.3 5.6 .8 6.2 1.5

] c0.1

+.

055",

v
K )

% Low Income Countriea

' Bolivia

E Middle Income Countrles

GNP Gruss nili Per Uaplta Percent A
c Death Death Caloris: Ut 'ep. <2 .
Fer Copite Rate Hate Supply with THERGY

Accesa to Provivation  Consumption
8nfe Water OJrowth rfate Growth Rate

Source: Infermation published in Werld Development Zeport, IBED, August 1980,
Weighted by population.

Data for 197%. Literscy defirted as having completed first grade.

Note: Bolivia has the lowes®t caloric supply among Jatin American countries.
Data for 1977 - |

Data for Venezuela, Trinidad and Tobago not svallable.

Based on reduced sample due to unavailability of dave (1968-1978).

SESIERYN
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ANNEX D - OTHER DONOR ACTIVITY

Coordination of donor activities in EBEo
nificantly in the last year {See FY 52 CDSS, Secti
strategy). Monthly technical meetings between the
bilateral donors, as well as regular policy leve
brought donors to a clearer understanding and agre
other's role in Bolivian development. This pstiorn

exchange of views must continue, not only to 1o
is provided the GOB, but also to magnify the impan:?
efforts in Bolivia,

The TY 52 CDSS explained in detsil the compesite victure 27 mulwi-
lateral and bilateral assistance to Boliviz, with secinrs of emphnsseis gnd
planned levels of assistance by the major donors. In responding to the
current financial crisis 1z RBolivia, the Mission rerrzvizes thas
shert term assistance with high resource levels =277 Iz other
donors--primarily the Worli Bank, TDB and IMF ‘with “le 27 The IME

being particuliarly important while the new econor
mented)., It focusses our program on those sreas
sources, assistance can dDe effective in inecress
mately addressing 32livia's economic problems,

Table I below provides more recent inTorms
levels. In the past year most externsl dongrs !
ments to Belivia in reaction to the July 17 o
multilateral donors, the ID2 and the UN have po
new prejects while maintaining previous commi!
World Bank's local posture hiss been less affen ot
from Washington has been cautious, 1% proceedst with the
second tranche of the "structural adjustment” losn, sigres wizh <he pre-

in the case of the
sector. After an
projects, but haz
the new government
nical assistsnce

The Andean Croup and the CAS, who
somewhat limited, have azlsc cuspended new
international pressure rezurn 3clivia
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TABLE I

Other Donors Assistance

- f‘l
Levels 2

(U.8.$)

Multilateral Donors:

IDB

Worid Bank

UNDFP

Other UN Agenciles

Bilateral Donors

USAID

Democratic Republic of Germany
United Kingdom

Japan

Belgium

Denmark

New Conmitments

QTG
e

135,000,000
20,500,000
b, 500,000
10,507,000

20,000,000
15,245,250
3,230,000
G,130,000
2,679,000
10,000,000

1/ Complete 1980 data for other donors assist-

ance levels not available.
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ANNEX E - SUMMARY OF BOLIVIA'S EXNERGY ENVIRTIMINT

The current sources of energy in Bolivia are natu
leum, wood, bagasse, hydroelectricity and bottlied 3iuifi
(See Table I, page 2). In 107¢, petroleum ani natural ¢
about 88% of current energy production and 73.34% of inte
tion. Most of that (64%) was consumption of petroleur i
second major source of energy for internal cons i
The following briefly summarizes the status ¢

energy sources:

Natural Gas. It is estimated that Bolivia's orov
reserves of natural gas are about 4,35 trilliecn o
sufficient tc maintain the 1979 production level
Little of the natural zas produced is consumed
production in 1977). Further, in 1979 about
of natural gas was marketed; the balance was
for lack of a market. The major market for
tina with exports approaching 20C miilion e
assistance of IDB and the World Bank, a study wi
determine and certify proved and probable rec
will pave the way for the cconstruction of a natural gacs
Ric de Janeiroc - San Paulo area in 3razil and the zale cT
trillion cubic feet cof gas cver 20 years to Erazil's indus
Natural gas therefore is being developed primarily as an
with current projections of domestic consumptiicn nct omcs
cutic feet over the next 32 years,.

crves I nata

-

Petroleum., Proven reserves of petroleum are now £3
ximately 111.8 millien barrels. This is eguiwvalent <o 17
at the 1978 level of producticn. From a produc *isn
barrels in 1673, procduction has declined stead
barrels in 1979, As a result of declining pr :
domestic consumption of petroleum derlvablveb, EEPOTE oo
continued at the end of 1478

R

Kb

B S

In recent years, consumption of
diesel and gasoline, has besn iacreasin
a result of decreasing production an
a net importer cf cil by the ecarly i

fuelwooed, As indicated in
almost 12.2% of the ic%al internal c
is used for domestic noqsumption (19
Profile estimates that in 1074 almos
raw material was used for Tuelwood and ¢t
square meters {24,400 s2. ¥m.' harvested
Studies indicate that in addition o existi
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Bolivia will require at least an additicnal 12,590 nsctares of plantation
forest to satisfy the demand for fuelwood in the cerly 1980s. The most
urgent need for foregt plantations or other energy sources to replace fuel-
wood use is in the central and northern Altiplano ani throughout the inter-
Andean valleys,

Hydroelectricity. OCurrently a major serceniage of electricity con-
sumed in Bolivia is from hyﬂroelectric generstion. [olivia has a vast hydro-
electric potential. With assistance from the United Nations, an evaluation

of nydroelectric potential was undertaken in 197¢, The study estimated that
Bolivia has an economically exploitable potential of 18,000 MW, or sufficient
to meet the country's estimated central station eicctric energy demands for
the next 40 years. This estimate is based primarily on central station ge-
nerating capability integrated into the national «lectric grid., Evidence is
also strong that the decentralized hvdroelectric jotential is extremely signi-

ficant, particularly in areas which are too lsciated to be connected econc-
mically to the national power grid.

Qther Sources. Based on preliminary work dcone by other donors and
the Ministry of Energy and lydrocarbons (MEH , ther: appears to be a gocd
potential in Bolivia for non-conven-ional energy ;rcducticn. Although no
detailed technical work has been done, there are -easonable prospects for
developing solar energy for use in the Altiplano, seothermal energy in some
regions of the scuth western and south central mountain ranges, and bio-mass
cr biogas sources of energy in the heavily forested areas of sub-tropical
Bolivia. Although these sources of energy probaniy will never be adequate
to make a significant contribution to the total supply of energy in Bolivia,
they could te crucial scurces of energy in specif’ o areas of the country.
This is particularly true in rural areas where ftihe cost of providing alter-
natives such as central station electricity is pronibitive.

TABLE T

Composition of Producticn, Exportaticn and In =rnal Consumption

(1979 data)
Primary Gross Energy Energy ~rternal Energy
Energy Source Praduction Exports Docnsumption
01l 20.2% 5% sh.og
Natural Gas 6579 08 5ol 9.3%
Hydro Electricity L, 6% - 5. 6%
Weod 2.5% - 15.2%
Baggase o.6% - 7.87
Other 1. h% - 0.19%
Toteal 100,04 100,07 100,09

Source: Ministry cf Energy and Hydrocarbors.
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TABLE TII

Internal Energy Ccnsumption by Type % Economic Sector

Direct Transpor- Industry Domestic Mining Miscel. Total
Energy Source tation

0il 68% 19.5% &.7% - L% 1007

Natural Gas - 100,04 - - - oot

Bottled (LPG) Gas - - 90, O - halTe.cA e

Electricity - 3.8 23.%  .LE L7 g

Wood - 10.2% 89,54 - - 1007

Baggase - 100.05 - - - S o0

All sources 58.5% 16,84 16,27 L 2,00 LoO%
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AMNEY F - SUMMARY OF CASES I-IV/

CASE T CASE IT TATE TII CASE IV
Category 1TI . Terminstel/ Continue Tnplement
‘ frozen selectively Implement
Category IV . : Terminate or Tmplement Impleﬁent Implement
implement
passively
Title IT : Fnd Continue Iazresse Increase
) support support
OPGs, SDA :  None Selective Continue Continue
starts
Title III : Terminate Tranche Continue . Extendg/
. cautiously
New Starts :  None SDA; OFGs Selective; Continue
* enargy, rural devel.
Tural devel, private sector
Personnel {USDH) :  Reduce Maintain Increase Build
by attrition; at 16 to £l-23 to 28«30
AID/rep
Program Fund 3/ : PaM $ M $15-40 M $25-60 M
Operating Funds? : & 2.5 M $2M § 2.5 M $3M
-Deobligations : BST M $13 M 0 o]

o

APLS IW NOMINAL AND REAL TZRMS

US$ Millions
6 - v
—— Yoxinal Teras
w5 —— POl ‘romry
W
» &
e
p— = IV
o —
- st
’,.-—-— e IIT
’-\-—---——"
Fy
v » :
”
”
‘f
--:::-:::;-_- ______ —— e it - Tr lat]
T - T 1 ',
sl 42 Ex) L] " % =

.

Assuming legsl basis exists.

New agreement in luciy,

Increasing from FY 21/82 - FY 85/87.
Assumes 10% deflator.

Ll





