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ecutive ary

Several conclusions may be drawn from this report's review

ol the sensitivity of USAID/Bolivia projects to the changing
macro-economic environment in Bolivia over the past two decades.

1.

Changing Macro-Fconomic Environment -- Growth to Decline

The Bolivian economy experienced a period of economic growth
from the mid-1960s through 1977, at which point a marked
period of economic decline began that was characterized by =
dowrturn in revenues to state corporations, increasing
deficits, and a growing inability of the Government of
Bolivia (GOB) to meet debt servicing regquirements on loans.
(See section II)

Zrends in Social Indicators

While key social indicators (e.g., infarnt mortality ratce)
improved during the pericd of economic growth and continued
to improve during the period of economic decline, the rate
of improvement during the decline period was not much
greater or, in some cases, was even less “han the rate o€
improvement during the growth period. However, the Gata do
not provide a ready basis for identifying the cause of the
reduction in the rate of improvement in key socieal
indicators during the decline period as ccmpared with the
growth period. Of course, USAID/Bolivia expenditures on
social services projects (see below) represented only a
small proportion of the total donor support impacting on the
government's capahility to deliver social services.

It should be noted that the social indicators for more
recent yeal.s were reported by the World Bank to be only
estimates based on projections of social indicator trends
from earlier years (i.e., the growth perioed). Thus, the
resulting indicators mey paint a brighter picture of
Bolivian social wellbeing during the decline period than
what actually may have been the case. On the other hand, if
these social indicators truly reflect an improvement in
health, education, etc., this improvement may only be a
lagged impact of expenditures on social services made during
the growth period.
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Finally, one could argue that social indicators did not
decline with the collapse of Belivia's economy in the early
1980s because thinas were bccd from the start. The majority
of the country's population lives in the altiplano, where
social services were and still are highly deficient. Thus,
a large percentage of Bolivia's population never really
received meaningful services from the government and, there-
fore, were not very effected when the government gave up the
pretense or providing them. Over the years, the Bolivian
people lave come not to rely on their government. for
services. For many of them, the way of avoiding economic
risk has been to stay out of the formal economy (i.e.,
remaininy subsistence prcducers). Therefore, when econoric
chaos broke out in the sarly 1980s, the poor suffered much
less than did the better off. (See section III.2)

Growinc limits on GOB Socjial Services D2liverv Capabilitv

With the decline in the Bolivian economy that began in 1977-
78, and the accompanying problems of a crowing deficit and
debt servicing obligations, it became iicreasingly difficult
for the GOB to allocate resources to del ivery of social
services. (See section III.E)

c _USrT

asic Human Needs to S+j inc _Econoric Growth

USAID/Bolivia's development strategy for Bolivia changed
over time from an early emphas;s on meeting basic human
needs of the rural poor in a target geographic regionn to the
more recent emphasis on identifying and responding to those
geographic areas (the la Paz-Cochabamba-Santa Cruz cOr*ldor)
offering the greatest opportunltles for stimulating economic
growth and, thereby, increased income and capability to
demand and pay for social services. This shift included a
deemphasis on aurengthenlnq the role of the GOB as a direct
provider of social services and an increased emphasis on the
role of the private sector to provide services on a self-
sustaining basis (especially in health). Further, in the
case of some projects during the decline period, the Mission
ninimized the requirements for government commitment of
funding (e.g., reguired counterpart).
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The increased emphasis that USAID/Bolivia placed on using
non-governmental entities as development (or service
delivery) agents reflected, more than anything else, that
the GOB could not be expected to implement or provide
counterpart to any meaningful development effort. The
private sector neederd to be involved to a much greater
extent.

Further, one may question whether USAID/Bolivia's adoption
of a growth-oriented strategy represented a shift from the
Mission's earlier emphasis on meeting "Basic Human Needs."
A former USAID/Bolivia official noted in this regard that:

We in the Mission would have strongly disagreed. Our
principal objectives were very focused on the provision
of basic needs to the poorer segments of the popula-
tion. However, we recognized that these could not be
provided in any substantial way via a welfare-type
approach. Our goal was to deliver services on a self-
sustaining basis through private means (which, in fact,
our own studies indicated was what people did when the
government failed to comply with its promises regarding
services).

In this context, it was particularly important to try
to help people improve their own income earning possi-
bilities; thus the demand-pull strategy. Demand-pull
developed as the rasult of our observations of the coca
"industry" (that is, coca producers were very efficient
producers regardless of the absence of government-
assisted research, extension, marketing, etc. services;
instead, the existence of a reliable, remunerative
market was sufficient to "pull" productive behavior
from what were otherwise traditional farmers). (See
section IV)

Finally, the record indicates that USAID/Bolivia's develop-
ment strategy was influenced by a host of considerations
beyond economic factors narrowly defined. These other
factors have included a policy to combat coca production and
trafficking, to provide disaster relief, and to use U.S.
development aid to hold together a nascent democratic
structure. Even as USAID/Belivia has sought to foster the
growth of democratic institutions, particularly within the
Government »f Bolivia, the Mission's development assistance
program, since its reactivation in 1982 following the July
1580 military coup d'etat, has been significantly redirected
awvay from the government and toward greater involvement of
and reliance upon the Becliviun private sector.
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Chancing Makeup of USAID/Bolivia Proiject Portfolio

USAID/Bolivia's evelving development strategy guided changes
in the types of social services proiects that made up the
Mission's project portfolio. During the period of economic
growth, Mission sccial sevvices projects were primarily
aimed at strengthening the GOB's social services delivery
capability, particularly in ecucation, health, and nutri-
tion. However, with the decline in the Bolivian economy,
and an increased emphasis placed by AID/W on such issues as
the private sector, cost recovery, and sustainability, the
makeup of the Kission's portfolio began to change.

- In gducation and human resources ve ment, less
ermphasis was placed on reorganizing the public sector
educational system that provides primary and seconfdary
education in the rural areas, and more emphasis was
placed on funding opportunities for Bolivians to
acquire specialized training to enhance their ability
to design more effective macro=-economic pelicies and to
compete in the market place.

- In health, less emphasis wes placed on building up the
Ministry of Health and out: :ach strategies dependent on
volunteer health promoters .n rural areas, and more
emphasis was placed on tesi.ng ways to institutionalize
"self-financing" (i.e., prepayment or fze-for-service)
health delivery systems in the private sector.

- In nutrition, less emphasis was placed on the Ministry
of Health distributing supplementary food or providing
nutrition education, and more emphasis was placed on
research on the nutrition situaticn and developing a
policy environment that would encourage increased food
availability at zffordable prices. (See section V)

equa o) sitivies U olivia Soci
Projects to the Chapging Macro-Economic Environment

It is not clear to what extent the change in the makeup of

USAID/Beolivia social services projects was stimulated by Mission
responsiveness to developmen®: policy guidelines emanating from
AID/W, emerging trends in social services delivery, th: Mission's
hard analysis of Bolivia's changing economic conditiont, or a
combination of these factors.
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The data reviewed in this report suggest that USAILC/ Bclivia
social services projects were sensitive to the changing macro-
economic environment. But it is not clear whether the level of
Mlssion support for development during the decline period was
adeguately sensitive to prevailing economic constraints and
opportunities. After all, the Mission itself was operating under
budget limitations imposed by AID/W. Further, there may have
been le - than optimal coordination of the development activities
of the « ", USAID/ Bolivia, and other donorz.

¥Yurther, USAID/Bolivia's activities in social services must

be considered in light of the Mission's development assistance
portfolio and strategy which, in turn, must be considered light
ol AID‘c development assistance pollc1es. In retrospect, a self-
financing approach to primary health care in the private sector
may now seen very appropriate as compared with the previous
approach that erroneously assumed that a sustainable primary
health care system could be developed in the publlc sector by the
M,nﬂsb*y of Hezlth. VYet that earlier approach to improving
health in Boliviaz was seen as appropriate given the emphasis by
the GOB, during a period of economic growth, on continuing to
sglmulate development through an "import substitution"-led
approach. ©Of course, one now sees that such an "import substitu-

tion"-led approach tc development was not viable. Thus, one
neads to be careful tnat less than satisfactory perfarmance in
the social services area is not made a scapegoat for AID's lack-
luster performance ir simulating development because of under-
lying shortcomings ir. the development assistance strztegy.

Finally, social services investment does not have the direct
and immecdiate impact on economic development of potentially more
productive investment alternatives (e.g., agrlculture) But this
study suggests that USAID/Bolivia has been involved in a process
of learnlng how the Mission's projects can effectivelv assist
Bolivia in 1mprov1nc the country's capability to provide needec
social services on a self-surtalnlng basis. Thus, the Bolivian
case clarifies that the guestion is not one of whether USAID/
Bolivia should spend more or less on social services projects but
rather what form of development assistance will most effectively
stimulate socially equitable economic development.



1

olivia Socia ervices Proijects in the Contexxt of

Mac;o-zconomlc Conditions in Bolivie == mid 1960s - mid ]1980s

I. Introduction
A. 2urpose

The Center for Development Information and Evaluation (CDIE)
was requested by the AID Administrator to review the Agency's
experience in the social services sector (population, health,
nutrition, education, and housing). The Administrator expressed
interest in determining whether and how AID support for social
services prnjects has been s~nsitive to macro-economic conditions
in the countries in which these projects were implemented. An
answer to this guestion would provide information that could be
useful in determining the nature of future AID support in this
sector, in light of the Agency's developmen:t assistance budget
and the capability of host countries to support and sustain
social services programs.

CDIE was asked to examine six countries that, over the past
two decades, experienced either a growth/growth or growth/decline
pattern of economic development, and in which AID has provided
support for social services projects. The countries in the
growth/growth category are: Botswana, Thailand, and Tunisia; the
countries in the growth/decline category are: Bolivia, Ghana,
and the Philippines. This report focuses on Bolivia.

B. Organizatio e

Section II summarizes the Bolivian macro-economic situation
during the past two decades. Section III prov;des an overview of
the Bolivian social sector, highlighting major trends in social
indicators and social services (social services and resource
¢llocations). Section IV reviews changes in USAID/Bolivia's
development strategy for Bolivia, noting implications that
changes in strategy had for the Mission's project portfolio vis-

a-vis the social services sector. Section V identifies examples
where M1551on-supported social services projects responded to or
were sensitive to the country's changing macro-economic environ-
ment. The study's conclusions are presented in Section VI.



C. Methodologv

To carry out the task, each member of a six-person CDIE team
prepared a case study on AID assistance for social services
projects in a specific country, and whether and how these
projects tock into account changes that occurred in the country's
macro-economic environment during the past two decades.

The present study is based primarily on a desk review of a
range of documents pertaining to the Bolivian socizl services
sector, as follows:

- USAID/EBolivia Country Development Strategy Statements
(CDSfs) were usad to identify descriptive information
on the changing nature of Bolivia's macro-economic
environment and the changing development strategy of
USKID/Bolivia. Relevant information from the CDSSs is
summarized in sections II and IV.

- Information on the Bolivian social services sector was
drawn upon to provide an overview of this sector,
including trends in social indicators, social servicecs,
and Government of Bolivia (GOB) resource allocations
for tlue sector. Relevant information is summarized in
section III.

- Project evaluation documentation was used to identify
data on specific project design and implementation
experience providing an indication of the extent to
which project-level experierce was sensitive or -
responsive to the changing macro-economic environment.
Selected information from the project evaluation
documentation is presentecd in section V.

Beyond the desk review, the draft report was reviewed by a
former USAID/Bolivia official) who was familiar with the Mission's
program between 1982 and 1987. The reviewer's comments have been
incorporated into the final report to amplify or balance the
author's conclusions.

The study was carried out in a highly restricted time frame
(i.e., a little over a month). The limited time frame did not
allow for in-depth review of all potentially relevant evaluation
documentation on social services projects. However, the informa~
tion summarized here does provide an indication of whether and
the extent to which AID-supported social services projects were
sensitive to the changing macro-economic environment in which
they were implemnented.



II. The Bolivian Macro-Econoric Environmen:t —- 1060s-1987

During the two decades from the mid-1960s to the mid-1980s,
Bolivia's economy experienced consecutive periods of growth and
decline. Per capita income increased 1.23% from 1950 to 1972,
and 2.39% from 1972 to 1879; however, from 1575 to 1987, per
capita income declined 4.12%. In terms of real $ (1980 inter-
national prices) as reported in the Penn World Tables (1588),
real $ per capita GDP in Bolivia grew from US $1065 in 1966 to
$1576 in 1877, but declined from $1559 in 1978 to $1089 in 1985.

This pattern of economic growth and decline, illustrated in
Figure 1, is identical to the pattern for current US $ per capite
GNP as reported in the World Bank's 1987 World Tables. The only
difference is that, based on the estimation procedure, the
absolute magnitude of real $ per capita GDP is larger than that
ci current US § per capita GNP. For example, in 1580, while rezl
§ per capita GDP was $1529, current US $ per capita GNP was S$480.
A comparison of these measures is provided in Table 1 (see p.
13).

Figure 1. Real $ Per Capita Gross Domestic Product for Bolivia --
1966-15985,

Raol 8
(Thatinanis)

1 v T T -y - T \ Yr—p—— v T -y x|

1986 1888 1870 1872 1874 1676 1878 1980 1982 198+

Ysor

Source: Table 1.
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However one measures econcmic growth and decline over the
past two decades in Bolivia, the figures trace & dramatic change
in the ability of the GOB to provide and Bolivian citizens to pay
for social services.

A. ac ou

Two factors are important to bear in mind as one reviews
Bolivia's changing macro-economic environment: (1) the GOB's
instability since the country's independence from Spain; and (2)
the disproportionate role of the GOB in the country's eccnomy.

1. instability of GOB

Since independence from Spain, Bolivia has experienced
continuing governmental instability. When the FY 1982 CDSS was
prepared in January 1580, the country had witnessed 168 govern-
ments in 155 years. In July 1580, a military coup d'etat brought
Y&t another change in government. However, this event brought
ahout 2 significant change in USATD/Bolivia's assessment of the
cepabilities of the Bolivian gove:nment. As a former USAID/
Beclivia official commented: AID became "significantly less
reliant on the capabilities of the Bolivian governmen: after
the...coup than it was before tha:t watershed event."

The coup served co highlight the "incredible record of
instability" of Bolivia's government. As a former USALID/Bolivia
cfficial observer:

I strongly believe that this instability is essential in
trying to understand the severity of the country's under-
development. Even though Bolivia has an excellent and
diverse natural resource base (agriculture, mineral
deposits, forests, hydrocarbons), investment historically
has been minimal. This is significantly attrioutable to the
country's volatile political environment. People simply do
not risk their capital when the "rules of the game" are so
uncertain.
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In the wake of the coup, U.S. foreign assistance policy
reguired that USRID/Bolivia make dramatic cutbacks in the
Mission's development program. For example, U.S. loans to
Bolivia were cut to practically zero in 1581 (see Table 4 and
Figure 2 that appear later in this report). The continuing
instability of Bolivia's government regquired USAID/Bolivia to
begin to rethink its development assistance program, with an eye
<0 how that program should be structured once reactivated. Aan
observer of this period recalled that post-1982 USAID/Bolivia
policy was much more cognizant of "the role of instability in
underdevelopment."

The government was unstable, and the economy, which
ultimately suffered cuintuple digit inflation, was out of
control. The government was unable to furnish most of the
social services (e.g. health, educ-~tion) that the people
expected from it. Moreover, politiczl appointees in the
government turned over more fregquently than did the govern-
ments themselves, and the political appointees often were
ungualified or gave no priority to providing “essential"
services [to] the country's chronically poor population
(personal communication, former USAID/Bolivia official).

Even in recent years, the problem of GOB instability has
also been aggravated by rapid expansion c. production and
trafficking of coca. This economic problem led the Mission to
develop specific projects aimed at solving the coca problem--
Narcotics Awareness (511-05982) and Chapare Regional Development
(511-0543).

2. Disproport.ionate Role of the GCB in the Economy

Commencing with a series of reforms which followed the
Revolution of 1952, the GPB began to assume an increasingly
larger and more active role in the ownership and operation of
Bolivia's economy. A measure of the large role of the GOB in
Bolivia's economy may be seen in the following statistic: the
public szctor accounted for 70% of the purchases of all imported
goods and services in 1877 (FY 1981 CDSS). Looking back on cver
two decades of government ownership of major sectors of Bolivia's
economy, the FY 1885 CDSS noted that:

Activities managed or undertaken by the state corporations
have suffered almost constant losses and low productivity
due to poor management, inefficient decision making, cver-
centralization, overstaffing, and corruption. It is...
estimated that the GOB now controls approximately 80% of the
productive resources of the economy, a factor which is
considered central to the country's presently poor level of
economic perfcrmance (FY 1985 CDSS, p. 5).



6

B. Economic Growth Period

While Bolivia experienced rapid economic growth during the
1960s, the GOBR was forced in 1972 to devalue the peso (to 20
pesos to US $1) and to initiate a stabilization program. How-
ever, the oil price hike and sharp increase in world metal prices
of 1973-1974 enabled the GOB to embark on a major expansion of
public investment. Public investment increased from $70 million
in 1972 to $439 million in 1977, and from 7.4% of GDP in 1974 to
12.3% in 1977. Between 1975 and 1980, sector budgets increased
11% in agriculture, 70% in health, and 44% in education (1982 FY
CDSS). However, while GDP had increased in the period 1970-1977,
allowing a 670% increase in gross domestic invesiment, 70% of the
investment went toward the government's large export-oriented
public corporations (FY 1981 CDSS, p. 19).

Bolivia experienced an average annual growth rate of >-6%
during 1571-78; but this improved economic performance aid not
substantially improve the living standard of the population.

Mcst investment occurred in capital-intensive state corporations.
There was little impact on labor-intencive, income-generating
activities affecting broad sectors of ne population.

The GOB's development d»lan was ba:. 2ad on encouraging pros-
pects for new petroleum discoveries an:’ subsequent inc:reased
earnings from petroleum exports. "In “he early 1970's, based on
expectations of continued increases in production And exports,
the GOB expanded public sector spendinc significantly, further
contributing to the high growth rates achieved through the mic
1570's" (FY 1983 CDSS, p. 7). However, the economic situation
began to change in the late 1970s.

C. Economic Decline Period

Econoric conditions began to deteriorate as early as 1977,
with various indicators of economic decline becoming apparent by
the late 1970s and early 1580s.

The real GDP slowed to 4.8% in 1977, 3-4% in 1978, and 1-2%
in 1979; in per capita terms, growth turned negative in the
period following 1978. Further, there was a steady deterioration
in the late 1970s in Bolivia's balance of payments position. In
1878, the current account balance before interest payments on
external public debt was a minus $301 million, an almcst twenty-
fold worsening from 1870. In 1879, this figure rose to minus
$347 million.

Other indicators of economic decline apparent by the late
1870s and early 1380s were:
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- Foreign exchange earnings from petroleum exports - down
from $164 million in 1874 to $44 million in 157sS.

-~ Deficit as a percentage of GDP - increased from 1% in
1974 to 14% in 1979.

- External indebtedness - increased by 180% from 1974 to
1979.

- Public sector debt as a percentage of total debt -
increased from 52% in 1974 to 88% by July 1979.

- Percentage of outstanding debt having original maturity
of less than 10 years - rose from 15% at the end of
1274 to 50% by 1979.

-- Debt service on foreign loans as a percentage vf GNP -
rose from 2.2% in 1970 to 8.5% in 1978.

- Debt service on foreign loans as a percentage of
exports - rose frox 10.9% in 1970 to 49.7% in 1678.

During 1579, exports increased by 24%, while imports
increased by 27%. The increasing gap between legal imports and
legal exports resulted in an increase in the current account
delirit of 47% during 19879. Measured by the GDP deflator, prices
rose by an average of 9.7% from 1975-77, by 17.6% in 1978, by
24.9% in 1979, and an estimated 40% in 1980 (FY 1983 CDSS).

Despite the fall in foreign exchange earnings, capital
inflows and increased public sector spending in the mid-1570s
were maintained because of large short-term foreign borrowing
against expected petroleum revenues. Most foreion loans received
during this period were 3-5 year loans and were to come due by
the late 1970s and early 1980s. However, when the anticipated
revenues frou exports did not materialize, repaying these loans
became a major drain on foreign exchange. Further, these loans
were insufficient to offset the deficit on current account and
the balance of payments deficit increased to 11% of GDP in 197S.

The slowing in real economic growth was due in part to a
decline in Bolivia's exports. The total value of Bolivian
exports during 1978 increased by only 5%, due to the sagging
petroleum exports (22% lower in value than those for 1977). The
decline in exports was due to a delay in the production schedule
of new oil fields, a leveling-off of tin prices, and a decline in
tin production (5% lower than 1977 levels). At the same time,
the total value of imports increased by 20%.

By January 1981, energy consumption had increased at an
average of 11.3% annually, to a point where production no longer
met internal demand. Further, imports had begun to increase to
cover capital investment requirements of the increasing public
sector spending. By 1877, imports exceeded exports. A large
portion of increased public sector spending of the mid-1570s went
to finance major infrastructure projects of the state-owned
corporations (petroleum and mining), with the central government
heavily subsidizing the operating costs of these corporations.
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Another m2jor internal pressure on government resources was
2 set of subsidies to maintain low consumer prices for basic
commodities such as gascline and wheat. High fixed costs of the
central government put additional pressure.

In short, GOB revenues, heavily dependent on external trade,
were adversely affected when expected increases in petroleum
revenues did not materialize. "When the expected high earnings
and revenue growth ultimately failed to materialize, Bolivia
found itself faced with an excessive public sector deficit, a
mounting external debt, and a...iow level of international
reserves® (FY 1982 CDSS, p. 8). As a result, GOB revenues did
not increase sufficiently to match the government's expanded
program of public investment spending. During this period,
overall public sector deficit increased from 1% of GDP in 1974 o
12% in 1978, while the current account deficit rose from sles
million in 1977 to $370.2 million in 1957s.

The ability of the GOB to increase its public investment
spending during this period, despite a decline in export earn-
ings, was made possible by a continuing increase in internal and
erxternal debt. Anticipating increased foreign exchange earnings
from hydrocarbon e: iorts, "the GOB stepped up its foreign
borrowing increasir~ public debt to S$1.8 billicn at the end of
178 as ccmpared wi .h $631 million at the end o 1874" (FYy 1982
CDSS, p. 6-7). Cor-espondingly, service of this debt increased
from 12.5% of expor: earnings in 1974 to almost 50% in 1978 (FY
1986 CDSS, p. 40.

Further, between 9/77 and 9/78, domestic credit increased by
37%, while internal fineacial savings increased by only 16%. The
surge in public sector borrowing, accompanied by a rapid expan-
sion of credit to the private sector, stimulated an increase in
aggregate demand that outpaced the growth of output. This
resulted in an inflation rate of 18% in 1978. By the end of
1578, Bolivia faced a substantial balance of payments deficit of
$132.2 million. As the FY 1981 CDSS noted:

Since 1978 Bolivia has had to face significant financial
probiers including a rising foreign debt service, a
burgeoning public sector fiscal deficit, 2 decline in
exports and petroleum production, and a fall in the GDP
growth rate from an average of 6% in 1971-1976 to 4.8% in
1877 (FY 1981 CDSS, p. 31)

Economic growth in Bolivia during the 1970s was spurred by
high world prices for exports, particularly tin and hydrocarbons
(mostly natural gas). Further, current and projected export
earnings facilitated access to development credits from bilateral
and multilateral donors. However, by 1980, GDP growth was
reduced to nearly zero because of reduced export earnings, a
heavy debt burden, and declining production.
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Public investment fell in absolute terms, and public
finances began to deteriorate sharply. Heavy external
borrowing resulted in a foreign debt service (medium and
long-term) equivalent to some 60% of expected export earn-
ings for the five-year period 1982~86. Moreover, Bolivia
became very dependent on & high level of imports, not only
to support the large investments of the 1970's, but also for
consumer goods (FY 1985 CDSS, p. 6).

Further, the country began to incur deficits in both the current
account and the balance of payments. Also, by January 1980,
population was increasing at a higher rate (2.9%) than per capita
income (2.1%): and there was government and church opposition to
farilv planning.

. In July 1980, & military coup occurred. In the coup's wake,
AID terminated $26.6 million in development assistance and
suspended another $51.1 million. -

The economic decline accelerated during 1980-81, wi%h
rapidly expanding deficits. In 1981, donor assistance reached
record low levels.

During 1982, a number of measures were taken in an attempt
to arrest the econonmic decline. The GOB allowed the overvalued
peso to float on the free market; however, de facto devaluation
of the peso by more than 1000% in less than 10 months fueled
rapid inflation. Food prices increased by 313% and the consumer
price index increased by 397%. In dollar terms, many Bolivians
were earning less than 20% of the amount they were earning at the
outset of 1982. There was also sharp decline in the terms of
trade for exports; the resulting lower export revenues reduced
the resources available tc the GOB to maintain essential services
in education and health.

In October 1982, a democratically elected government was
installed. The new government, in November 1982, announced a
package of economic reform measures. These included:

- Devaluation of the peso;

-=- A tripling of the domestic price of gasoline:

- A decrease in the consumer subsidy for bread and
increases in prices on basic commodities;

-- Tighter control on the foreign exchange system;

--  Establishment of exchange mechanisms to facilitate
payment of outstanding local dollar dencminated debt;

- 'Dedollarization' of domestic loans and savings
accounts; and

- Limited wage increases as well as some wage controls.
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However, these economic reform measures "were often counter-
productive to the economy in general and to the private sector in
particular in the absence of a strong and coherent stabilization
program" (FY 1986 CDSS, p. 20). Further, the package failed not
only to address the issue of how to reduce the GOB's large and
increasing fiscal deficit, but also to take action to reduce
budget expenditures and subsidies on hydrocarbons.

As of early 1984, Bolivia continued to face a large and
increasing fiscal deficit. In 1983, the consolidated fiscal
deficit of the GOB and the state-owned enterprises had risen to
an estimated $1.06 billion, approximately 16.5% of GDP. The
Bolivian economy continued to be dominated (70%-80%) by "a large
inefficient public sector, most of the 'productive' activities of
which produce large, generally uncontrolled losses which cons<i-
tute a substantial portion of the deficit" (FY 1986 CDSS, p. 4).

Durinc 1983, expert earnings dropped by 9% and "all segments
of GDP declined, with the sharpest fall (-22.5%)...in the
cisaster devastated agricultural sector" (FY 1986 CDSS, p. 4).
Debt service as & percentage of GDP, which had fallen as low as
3.8% in 1981, grew to 4.6% in 1983. Similarly, debt service as a
percentage o- expcrts, which had fallen from 49.7% in 1978 to
25.9% in 198:, climbed to 39.2% in 1983. Analyzing Bolivia's
econoric sit. atior the FY 1986 CDSS concluded that +he GOB, in

adadress:ng the constraints hampering the participation of
the priiate szctor in the country's economic recovery, ...
has stated its commitment to & 'mixed economy.' Its
inability to take economic and ancillary measures, however,
has negated the development of the potential role which the
private sector could play in the country's economy (p. 2).

Overall, the GOB's "general inability to establish a coherent,

consistent economic policy" and "continual acquiescence to per-
ceived political pressures and populist demands" (FY 1986 CDSS,
P. 19) had not provided an incentive structure for development.

D. mpact i i jve

The "reduced flow of budgetary revenues and the scarcity of
foreign exchange" that characterized the period of economic
decline made it very difficult for the GOB to meet its existing
recurrent expenditure obligations and foreign exchange costs (FY
1985 CTDSS, p. 24). While the earlier FY 1981 CDSS noted the
attractiveness of "investment opportunities with the [Depart-
mental Development Committees] or other less centralized
organizations such as area development organizations or PVOs" (FY
1981 CDSS, p. 50-51), the FY 1985 CDSS noted the private sector's
"substantial under-utilized capacity" (p. 24).
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The FY 1981 CDSS noted that: "Generalizations about .
Bolivia's absorptive capacity are misleading. The analysis is
best made sector by sector and institution by institution" (p.

50). However, the GOB's limited ability to meet recurrent costs,
the FY 1985 CDRSS noted, "seriously affected the implementation of
GOB social and economic programs" (p. 37). For example, the 1982

operating budget for health was reduced by 70% in real terms as
compared to the 1981 level.

The GOB's difficulty in meeting counterpart reguirements was
again noted in the FY 1982 CDSS. An indjcator of this difficulty
was_the downturn in Mission disbursements from $22.7 million in

1678 to $18.0 million ip 1979. Indeed, based on an analysis of
1580 reguirements, the NMissjion reduced the estimated GOB inputs

£>or._cslicghtlv over £19 i on_to .6 0

E. GOB Development Strategyv

The GOB's development strategy during the decades of the 60s
and 70s placed a heavy emphasis on rapid, export-led growth, with
a concentration on minerals, hydrocarbons, and agriculturzl
commodity exports. Low priority was placed on the social services
sectors anc the rural poor. The GOB's strategy has been to use

scarce resources in sectors which can produce the most
immediate foreign exchange earnings. However, realizing the
importance of integrating the campesino into the...economy,
the GOB has acknowlecged the imbalance in its nlan and has
requested other donors assistance in designing and financing
projects for the social sectors (FY 1881, CDSS, p. 38).

The FY 1981 CDSS noted that the Mission's strategy at the
time was consistent with the GOB's efforts to redress the
imbalance and bring about equitable growth (FY 1981, CDSS, p.
38). As the FY 1981 CDSE&, written in early 1979, noted:

The improved economic performance of recent years, while
raising per capita GDP, could not have been expected to
substantially improve the living standards of the majority
of the population, since during this period there were no
structural changes in the econcmy. Most investment and
output occurred in capital-intensive, state corporations
where a considerable number of economically unviable
projects were undertaken. As a result, there was little
impact on labor-intensive, income~-generating activities
affecting broad sectors of the population (p. 16).

The FY 1981 CDSS went on to state:
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Because of the weak balance-of-payments situation, GOB's
development strategy has been, and must continue to be, one
of rapid growth of the main export sectors--hydrocarbons,
minerals, agricultural commodities and agro-industry. The
resulting relatively low priorities and projected invest-
ments for the social sectors..., although consistent with
this strategy, have had a depressing effect on already low
income levels and standards of living.... The GOB plans to
overcome this constraint by acquiring the necessary social
sector financing from bilateral and multilateral organiza-
tions (FY 1981, CDSS, p. 17).

At the time the FY 1981 CDSS was prepared, the GOB allocated
approximately 70% of gross domestic investment to predominantly
capital intensive, export-oriented public corporations, with only
30% going to central government operations which included the
social services sector agencies.

IIX. pverview of Bolivian Social Services Sector

A Worlc Bank report, dated January 12, 1983, concluded tha*
Bolivia remzins one of the poorest countries in South America.
Changes in socizal indicators for Bolivia are reviewed in the
following section. The cited figures are drawr. from Table 1.

A. Socjal Indicators Trends

The years from 1966 to 1977 roughly correspond to the period
of economic growth in Bolivia, with per capita real GDP (in 1880
international prices) rising from S1065 in 1966 to $1576 in 1977,
an increase of 48%. The years from 1576 to 1985 correspond to
the period of economic decline, with per capita real GDP falling
Zrom S$1576 in 1977 to $1089 in 1985, a decrease of 30%. Thus,
per capita real GDP grew by only 2.2% between 1966 and 1985.

1. Population

As of mid 1987, Bolivia's population totaled 6,310, 000.
The population growth rate has declined slightly over the past
two decades, fror 2.3% in 1970, to 2.2% in 1987. Between 1566
and 1977, the total fertility rate and the crude birth rate per
thousand declined from 6.6 to 6.4 and from 45.7 to 44.8, respec-
tively. Comparing the economic growth and decline periods, the
total fertility rate fell 3% during the growth period and 7.8%
during the decline peried, while the crude birth rate fell 2%
during the growth period and 5.8% during the decline period.
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Table 1. Social Indicators Trends for Bolivia for the Economic
Srowth (1966-1577) und Decline (1578-1985) Periods.

_Per Capite
Rezal current
Yeer S GDP S GNP N B c D F_ F

Crowt eriod

1966 1065 200 6.6 45.7 158.4 44.6 - -
1967 1105 210 6.6 45.6 157.0 44.9 - -
1968 1174 220 6.5 45.6 155.8 45.3 - -
1969 1190 230 6.5 45.6 254.6 45.6 - -
1970 1227 230 €.5 45.5 153.4 45.9 76.0 24.0
ie7 1272 250 6.5 45.5 152.2 46.3 - -
1e72 1215 270 6.5 45.4 151.0 46.6 - -
1873 1380 250 6.5 45.3 148.4 46.9 - -
1874 1420 320 €.5 45.2 145.8 47.3 - -
1875 14€5 350 6.4 45.1 143.2 £7.7 85.0 31.0
1876 1530 390 6.4 45.0 140.6 48.1 8.0 30.0
1¢77 1576 400 6.4 44.8 138.0 48.5 8¢.0 32.0

Average for Growth Perjod (1966=1977): +48% inp Per Capita RGDP

1312 280 6.5 45.4 1l4¢.9 46.5 84.7 2¢.2
Change +47.9 <100 =3.0 -2.0 -12.3 +8.7 +17.1 +33.3
1c7¢8 1559 430 6.4 44.7 135.2 48.9 - -
157¢ 1551 460 6.3 44.5 132.4 49.3 - -
1980 1529 480 6.3 44.3 , 129.6 49.7 - 84.0 36.0
18¢€l 146¢ 530 6.3 44.2 126.8 50.1 86.0 -
1982 1264 530 6.3 44.0 124.0 50.7 85.0 35.0
19§83 115¢ 500 6.1 43.4 121.7 51.0 87.0 35.0
1984 1158 510 6.0 42.7 1198.3 52.5 81.0 37.0
1985 1089 490 5.9 42.1 117.0 52.8 - -

Averadge for Decline Period (1978-1985): -=30% in Per Capita RGDP
1347 41 6.2 43.7 125.7 50.6 86.6 35.7

Change -30.1 +13.9 =7.8 -5.8 -13.5 +7.9 +8.3 +2.8
Kev _for Co n_Hea

4 = Total Fertility Rate D = Life Expectancy at Birth
B = Crude Birth Rate E = Prirary School Enrollment Ratio
C = Infant Mortality Rate F = Secondary School Enrcollment Ratio

Source: Penn World Tables, 1988; and World Bank, 1987. Many
indicators are based on census or household survevs which occur
infrequently; some reported figures are interpolated estimates.
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2. Health and Nutrition

Between 1966 and 1977, the infant mortality rate fell 12.9%
from 158.4 to 138.0, while average life expectancy at birth
climbed 8.7% from 44.6 to 48.5 years. This latter-figure was
more than ten years below South American standards. Comparing
the two periods, the infant mortality rate continued to fall
between 1978 and 1985 but at only a slightly higher rate (13.5%).
On the other hand, life expectancy at birth continued to increase
but at a smaller rate (7.9% during the decline period as compared
with 8.7% during the growth period). This suggests a slowdown or
stagnation in the improvement of these indicators during the
period of economic decline as com~w.red to the period of economic
growth.

3. Education

Between 1966 and 1977, the primary school enrollment ratio
rose Irom 76 (in 1970) to 89, while the secondary school enroll-
ment ratio rose from 24 (1570) to 32. & comparison of the
economic growth and decline periods shows that the primary school
enrollment ratio rose 17.1% during the growth period but only
8.3% during the decline period, while the secondary school
enrcllment ratio rose 33% from during the growth period but only
2.8% during the decline period. This suggests a slowdown or
stagnation in these indicators during the period of econormic
decline as compared to the period of economic growth.

4. Housing

About 40% (2 million) of Bolivia's population live in urban
areas where services and shelter are scarce. Less than 57% of
these people have access to piped water supply and less than 23%
to any type of sewerage facilities. Rapid growth of two cities
(12 Paz and Santa Cruz) has led to severe housing shortages.
While annual demand for housing units is estimated to be 10,000,
the total units built annually throughout Bolivia has varied
between 1,500 and 2,300. The lowest cost units built are
estimated to cost over $7,000, clearly unaffordable to the vast
majority of the urban population.
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% caveat should be noted in interpreting the trends in
social indicators in Table 1. The higher (or lower) percentages
or rates during the decline period as compared with the growth
period may reflect one or a combination of two possibilities:

(1) that the figures during the decline period are projections of
the earlier reported (or estimated) figures for the growth
period: and/or (2) that there was a lag in the impact of earlier
expenditures on social services during the growth period. Thus,
the appearance that social indicators continued to jimprove during
the period of economic decline, despite reduced GOB expenditures
on social services, may actually be the result of one, the other,
or both of the two previously cited factors.

On the other hana, one might expect that, with the decline
in GOB expenditures on social services, social indicators should
have also declined. However, one should remember that a majority
of Bolivia's population lives in the gltjiplano, where socizl
services are highly deficient. 1In this respect, an observer of
the period from 1982 to 1987 in Bolivia noted that:

Social indicators did not decline with the collapse of the
economy in the early 1980s because things were bad from the
start. The people never really received meaningful services
from the government and, therefore, were not very effected
whe- the government gave up the pretense of providing them.
Over the years, the Bolivian people have come not to rely on
their government for services. For many of them, the way of
avoiding economic risk has been to stay out of the formal
economy (i.e., remaining subsistence producers). Therefore,
when economic chaos broke out in the early 80s, the poor
suffered much less than the better off. An image I have
always like is that one doesn't get very hurt jumping from
the basement window (personal communication, former USAID/
Bolivia official).

B. Social Services Sector Trends
1. Status of Socjal Services

a. .- Health

Medical resources in Bolivia are underutilized largely
because of a continuous exodus of trained medical personnel.
Most medical services provided by the GOB are curative and only a
small portion goes toward preventive medicine. Medical service
is "ecostly with no well-developed system of paramedics and rural
health workers to take care of patients before they are passed on

to fully trained medical personnel" (World Bank, 1983:40).
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b. Water Su d g _Sewage

Less than 40% of the population (85% in urban areas, 5% in
rural) have access to piped water and less than 25% (48% urban,
4% rural) to sewerage facilities. Excepting Santa Cruz, the
guality of services provided by most water -systems was reported
to be poor, most delivering water without prior disinfection and
often discontinuously.

Present institutional arrangements are inadeguate, a large
number of weak institutions cosxisting. The most serious
suortcomings are: insufficient cost recovery from
consumers, inadeguate planning and project preparation and
poor operation and maintenance in most areas, especially in
rural areas (World Bank, 19&3:40).

c. Education

As of 1983, Bolivia had experienced "no significant improve-
ment ." in terms of access to and quality of education in the
cour<ry, despite "sizeable budgetary allocations" (World Bank,
188 p. 32). Reasons cited by the Bank for the low productivity
of e penditures in education included:

- Until the 1980s, two subsystems, one for rural, one for
urban education, existed side by side--both with
overcentralized, inefficien% administrations in lLa Paz.

- High drop out and repeater rates because (1) children
are taught in Spanish and not in their native language,
(2) they are malnourished and often cannot walk the
long distances to get to a school, and (3) they are
taught an irrelevant and overly academic curriculum
which bears little relation to future employment.

- Most of the expenditures go to salaries of untrained
teachers, with few funds available to expand the system
and improve gquality (World Bank, 1983: p. 39).

d. Housing

Institutional capability to build housing in urban areas is
inadequate. There are limited and scatctered efforts by various
employee councils and cooperatives to provide housing. CONAVI,
the national housing council, has been "almost a complete fail-
ure; in 1981, for example it built only about 600 houses, and at
an average unit cost of nearly US$30,000" (World Bank, 1983: 39).
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In 1874, BANVI, the national housing bank, was founded.
This organization holds promise as a financial intermediary for
housing and basic residential services projects. However, at the
municipal level, the municipalities are financially strapped,
"tend to spend their resources on works with high political
visibility, and recover little of their investments" (World Bank,
1883:39). The savings-and-loan system has developed a program of
housing credit for low-income families in semi-rural settlements.

2. Resource Allocatjons

Public investment in social services has averaged between
10% and 15% of the GOB budget. Much of this investment has been
financed through external assistance from the World Bank, IDB,
USAID, UNESCO, and UNDP. GOB resource allocations for the social
services sector during the periods of growth and decline in the
Bolivian economy are now reviewed.

a. The Growth Period

According to the March 1578 USAID/Bolivia Development
Ascistance Program (DAP), the GOB's Development Plan for 1576-
18¢0, the latter years of the period of growth in the Bolivian
econonmy, included an investment plan for $3.5 billion. Seventy
per cent of the proposed investment was to be financed from
doniestic savings and the remaining thirty per cent was to come
from external sources. The IBRD consultative group reviewed the
development and investment plan in the spring of 1877. The group
expressed concern over Bolivia's financial and technical capabil-
ity to carry out the investment program as well as for the small
number of social sector projects. At the time, most donors were
anxious to expand activities in the social sectors and were
encouraging the GOB to do so. The GOB welcomed other donor
projects, particularly for the gltiplano area.

Other donor projects in areas related to USAID/Bolivia's
concerns totaled about $700 million: 18% for agriculture, 7% for
education, 10% for health and sanitation, and 26% to transporta-
tion improvement. This pattern complemented the investment plan
of the GOB for 1976-1980: 9.6% for agriculture, 1.6% for educa-
tion, 1.5% for health, and 3.5% for sanitation. While the major
percentage of the GOB's planned investment (totaling 52%) was
allocated for hydrocarbons, mining, transportation, and communi-
cations, this pattern was consistent with the GOB's development
strategy for rapid, export-led growth concentrating on minerals,
hydrocarbons and agricultural export development. But the DAP
stated that "even within the GOB strategy the social sectors
could r~ceive more emphasis" (AID, 1978:54).
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b. e Decline Period

Table 2 provides a summary of the allocation of public
investments for the period 1982-1985. the period of decline in
Bolivia's economy. As the reader may note, public expencditures
for health and social welfare, water supply and sewerage,
education, and urban and housing, as a percentage of total public
expenditures, averaged less than public expenditures in directly
productive sectors. On average, these four sectors constituted
approximately 9.3% (14% including urban and housing) of total
public expenditures. Further, a downward trend in public
expenditures may be observed for education and urban and housing,
indicative of the econoric decline in the Bolivian economy during
these years.

Table 2. Relative allocation of Public Investments by the GOB
during the Decline Period (1982-1985).

Sectors 1982 1983 1984 19E5 Avg.
%

Agriculture 9.5 9.5 8.8 8.6 5.1
Hydrocarbons 25.1 23.8 35.8 36.6 30.3
Mining B.7 11.2 14.5 14.9 12.2
Industry 15.1 6.2 5.1 5.3 7.¢
Transport 11.8 19.7 13.7 13.1 lsa.6
Telecommunications 1.1 1.3 .9 .8 1.1
Power B.9 11.3 8.7 8.7 5.4
Educatioen 4.1 4.8 3.4 3.2 3.9
Water Supply & Sewerage 2.4 4.2 3.3 3.2 3.3
Health & Social Welfare 1.4 2.8 2.1 2.1 2.1
Urban & Housing 6.2 5.7 3.7 3.4 4.7
Others 5.6 - - - a4
TOTAL 100.0 100.0 100.0 100.0 100.0
Public Investment as

Percentage of GDP 1/ 17.0 11.0 15.0 16.0

l/ Assuming zero growth rate of GDP for the period 1982-85

Source: World Bank, 1983:22.
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c. Comperison of the Growth ant Decline riods

2 comparison of the growth period (covering planned invest-
ments for the Development Plan years 1976-1980) and the decline
period (covering actual investments for the period 1582-1985) is
presented in Table 3. While the data and data sources are not
directly comparable, Table 3 suggests that GOB public investment
in social services did not increase dramatically during the
decline period relative to the growth period. Increased public
inpvestment was marginal in the case of health, while the area of
sanitation may have experienced a reduction in the level of
public investment. The largest increment in public investment
appears to have been in the education sector (increasing from
1.6% to 3.9%). In short, public investment in the social
services sector was small to begin with, i.e., during the period
of econcmic growth, and did not increase and may have decreased
" slightly in at least some of the sector's areas (e.g., health)
during the decline period, more so in some years than in others.

Table 3. A Comparison of Government of Bolivia Investmerts in
Social Services as a Percent of Total Public I vestment
for the Pericds of Growth and Decline in the Brlivian

Economy .
Growth Decline
(76=80) (82-85)
£
Social Sector
Education 1.6 3.9
Health 1.5 2.1 (health & social welfare)
Sanitation 3.5 3.3 (water supply & sewerage)
TOTAL 6.6 9.3

Source: AID, 1978:54; figures in decline column from Table 2.
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IV. Changinc USZI slivia Development rateoy

4 review of USAID/Bolivia Country Development Strategy
tatements (CDSSs) over the past decade provides evidence of a
gradual change in the Mission's development strategy for Bolivia.
This strategy appears to have changed, albeit slowly, from the
period of economic growth, to a transitional period, to the
period of economic decline.

- Crowt eriod

As outlined in the USAID/Bolivia Development Assistance
Program (DAP) prepared in November 1973, the primary thrust of
the Mission's strategy for Bolivia's development for the period
through FY 1677 was agriculture, with a focus on the rural poer
in 2 limited geographic area, primarily the southern valleys and
Oriente, specifically the Departments of Santa Cruz and Cocha-
bamba. This strategy was based on a desire:

- To avoid diluting the impact of AID's relatively
limited resources;

- To focus on the geographic area that was the major
source of Bolivia's ayricultural production;

- To profit from and build upon the experience gained
through previous AID-funded programs;

-- To achieve interaction between AID programs and the
large domestic and foreign investments in the area; and

- To provide an "implicit division of labor" between AID
and other donor efforts whereby AID would concentrate
its efforts in the selected geographic areas, while
other bilateral and multilateral donors focused their
development assistance on other areas, particularly the

neglected altiplano.

However, following the November 1973 DAP, FAA legislation and
subsequent A.I.D. policy became more sharply focused on directing
AID's major effort toward the rural poor and the small farmer.
This led USAID/Bolivia, in preparing the March 1978 DAP, to ask:

where are the rural poor in Bolivia; what is the nature and
magnltude of the problens they face as obstacles to improv-
ing their income, health and education status; what sort of
programs would be appropriate to help ameliorate those
problems...; how could our programs be made to have a more
direct impact (USAID/Bolivia, 1978:1)%?
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Compared with the November 1273 DaP, the March 1©78 DAP
contained two overall major strategy changes for USAID/Bolivia
programs. First, USAID/Bolivia decided to focus on a different
geographic area, based on the Mission's increased ability to use
indicator data to define the location of its target group (i.e.,
the rural poor). In this regard, the DAP noted that the major
thrust of other donors was in areas other than the Departments of
Tarija, Chuguisaca, Pando, Beni, and Potosi'. These departments,
which were to "comprise the bulk of the new areas" for new
projects and programs under the Mission's changa2d strategy, were
usually in the lower one-third of the rank order on a variety of
socio~-economic parameters indicating that major segments of the
rural poor in greatest need were in these areas.

The second change in strategy was a commitment to work more
directly with the Departmental Development Committees (DDCs) in
order to identify projects and programs that are more immediately
relevant to the needs of the target group and to achieve greater
direct impact of projects on the target group by involving the
target group in the project process via the DDCs.

The DAP provided a description of the "“poor majority" in
Bolivia, noting: "For the foreseeable future.. , the Mission
programs and strategy will continue to focus on the rural poor"
(USAID/Bolivia, 197B:4). However, the Mission “elt that its
"target group identification procedure" nad become "primarily
needs oriented rather than geographic" and took "into considera-
tion other factors such as development potentiz:" (USAID/Bolivia,
1878:9).

.. .5uch needs are expressed in terms of relative incidence
of a variety of indicators among the nine departments which
comprise Bolivia. . . . The Mission has reassessed the
earlier geographic concentration strategy. Through the
improvements in our data base we have ascertained that large
anc accessihle segments of the rural poor are located in
areas where current USAID programs are not concentrated.

The Mission will thereforc crient its programs in terms of
needs and development problems rather than geography
/USAID/Bolivia, 1978:9-10).

2 set of "physical guality of life indicators" (PQLI) were used
to describe the level of living and identify the geographic
location of the rural poor as a target group for the Mission's
development assistance program. The focus on social problems
such as infant mortality and illiteracy, in turn, led to an
emphasis on social services projects that would directly impact
on such problem areas.
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Indeed, the lead sentence in the statement of the Mission's
strategy read: "The most urgent problems of the rural poor in
Bolivia are characterized by low income and deficient and
inadeguate public services" (USAID/Bolivia, 1578:51; emphasis
added). Accordingly, the Kission placed a high priority on an
approach that "alleviates human misery directly through improve-
ment of bacic services in such areas as health, sanitation,:
‘'education, potable water and shelter" (USAID/Bolivia, 1978:51).

At the time the 1578 DAP was prepared, nearly 70% of
Bolivia's population was living at subsistence levels in rural
areas, practically outside the money economy. USAID/Bolivia saw
that the role of the Mission's program was to assist “the GOB's
limited capacity to address development problems due to scarce
resources" (USAID/Belivia, 1978:17). Indeed, the DAP ncoted:

Zlthough satisfying the needs of the poor is ultimately the
concern of the GOB, its resources to do so over the short
run are very limited. Programs funded by the GOB to
increase the delivery of services for the direct satisfac-
tion of basic human needs as oppwsed to those which do so by
raising incomes and increasing employment, use resources
that could be employed in more immediately. productive use
(USAID/Bolivia, 1978:51).

The scarcity of resources for investment in social services was
the direct result of the GOB's development strategy that was
"based on rapid, export-led growth, concentiating on minerals,
hydrocarbons, industrial infrastructure and commercial agricul-
tural development" (USAID/Bolivia, 1978:73).

The DAP noted that the Mission's choice of target group had
21leo taken into account other donor programs.

Of the total other donor activity less than one percent of
current project funding is located in Chuguisaca, two
percent in Tarija, twc percent in Beni and none in Potosi'
and Pando. These are areas containing a sizeable portion of
the Mission's target group with major development problems
...not...addressed by other dorors (USAID/Bolivia, 1978:17).

The following summarizes the Mission's proposed assistance
progran with respect to three social services areas: (1) popula-
tion, (2) health and nutrition, and (3) education and human
resources. '
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Because of religious and political prohibitions in Bolivia,
the development assistance program of USAID/Bolivia did not
include population control or family planning programs. Mission
activities with respect tc these areas were to be restricted to
studies to assess population growth.

2. Health and Nutrition

In health, the Mission's program would emphasize efforts to
improve the quantity and quality of the GOB's infrastructure for
hezlth education, combatting communicable disease and malnutri-
tion, and improving environmental sanitation. The DAP noted that
2n emphasis would be placed on “low cost services, usihg para-
medical and auxiliary medical personnel, clinicas and health
posts and other means for community outreach systems" (USAID/

Bolivia,

1678:53). Project activities in health were focused on

the following areas of emphasis:

Design angd Implementation cf tural Heglth Services
Deliverv (RHSD) == This prcjec : focused on the develop-
ment of a pilot demonstration oroject for the provision
of rural health servieces ir tre Montero area of Santa
Cruz Departuent. The project atilized rural health
promoters to provide services at the health posts in
the communities, through community selected and
supported paramedics, nurse auxiliaries at the health
center level, and physicians in the hospitals. The
system was designed to provide supervision, services,
and referral at each level, and was to provide the
Ministry of Social Welfare and Public Health (MOE) with
a2 model tested and proven feasible in Bolivia. The
expectation was that the experience developed through
this projeect would provide the basis for & Rural Health
Delivery Systems loan to the GOB in FY 1979.

oveme of e ! e -- At the
time, a Food for Peace program was providing food for
488 Mothers' Clubs reaching 271,000 children and over
11,000 pregnant and lactating mothers. Also, under
RHSD, health services provided for 44 communities
included maternal and child care.



- mhe Rutrition Improvemenu pilot project focused on
improving the nutritional status of the poor. The
project purpose was to increase the institutional
capability of the Ministry of Planning and other GOB
agencies to plan, implement, monitor, and evaluate a
national food and nutrition plan. The Mission expected
that a Nutrition Improvement loan would be proposed in
FY 1980 and that this new project would build on the
activities of the Nutrition Improvement pilot project
to implement a national nutrition program.

- Provision of Rura) Potable Water and Excretz Dispos

Svstems -~ The Mission was financing a combined loan/
grant project that would provide for construction of
200 rural potable water supply system and 7,600
latrines in villages of under 500 inhabitants in the
Gepartments of Cochabamba and Northern Chuguisaca. The
prcject was designed to create an institutional
capacity in the MOE that would enable it to carry out
future rural sanitation programs on a scale that would
make & significant impact on the need for potable water
in rural Bolivia. According to the 1978 DAP:

The Mission anticipates that by developing a
functioning institutional base in the Ministrv it
will become an attractive, effective vehicle
through which future resources of the GOB and
other international donors can be channelled
(CSAID/Bolivia., 1978:67).

3. Education and Human Resources Development

This area emphas;zed efforts to reduce illiteracy, extend
basic education, and increase manpower training. Project
activities were to focus on expandlng and strengthening non-
formal education methods; increasing the relevance of formal
education to the needs of the rural poor, espec1ally at the
primary level through curricula reform; improving teacher
materials and teaching methods; and providing more effective
teacher training including that regquired for bilingual education.
The following provides a listing of the projects in the education
and human resources development program.
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- Educationa] Management ancd Instructional Development

This project was to support an administrative reform
program by the Ministry of Education and Culture to:
(2) strengthen its organizational capacity for
administration and instructional development, its
financial base, and its capacity for conducting
research, information management, budgeting, and
program and policy planning; and (b) provide a more
responsive organizational structure reguired to move
management functions and instructional support service
closer to the people served by the educational system.
The project included the establishment of District’
Education Development Centers to provide basic services
and instructional development support functions for
teachers and students in each department.

- Rura] Fducatjon I =-- This project was to support a
comprehensive reform of rural education in 22 rural

nuclear school systems and the Vacas Rural Normal
School, all located in a five province area of the
Department of Cochabamba. ZEXducational reforms were to
include curriculum improvement with the introduction of
bilingual education methods in the first three grades,
the development of new instructional materials,
improved teacher training, and improved facilities.

== Rural FPducatjon IT =-- This project was to improve the

professional capability of rural teachers to meet the
educational needs of their students. The project was
to be implemented by consolidating the existing ten
rural normal schools in the seven Departments included
in the project into six larger, more effective units
and improving their facilities; training professors of
the Institute of Higher Education (ISE), rural normal
school teachers, and rural school teachers; developing
new curricula and teaching materials for ISE and the
rural normal schools; and improving the administration
of the rural normal school system at the national, ISE,
and rural normal school levels.

As the reader may observe, most of the Mission's projects in
the social services sectors of health and education entailed
large dosages of support to and the heavy involvement of public
sector agencies, namely, the Ministry of Social Welfare and

lic Health (MOH) and the Ministry of Education and Culture.
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B. Ihetrggnsition period

The term "transition period" is used to refer to the period
from the late 1970s to early 1980s. During this period, econoric
growth began to slow and eventually turn into economic decline.
During this period, there was a growing recognition of the
increasing difficulty that the GOB faced in providing social
services through centrally-fundecd, centrally-planned, and
centrally-implemented programs. With the growing understanding
of this problem, there came an increased recognition of the need
to find alternative ways, particularly through greater
involvement of key local and regional level actors (including the
rural poor), to meet basic human needs for social services.

While per capita real GDP steadily grew in Bolivia through-
out the early to nid 1970s, this growth was not equitably sharec
across socioeconomic groups. During this period, USAID/Bolivia's
develcopment stratecy was focused on the so-called "Poor Majority"
of rural and urban poor who were not direct participants in or
beneficiaries of the country's economic growth. In the rural
areas, in particular, the poor faced low incomes and deficient
and inadecquate basic public services. Relative levels of poverty
continuved to be defined and measured by USAID/Bolivia in terms of
the so-called physicel guelity of. life indicators (PQLI) for life
expectancy, infant mortality, and literacy, ranked by department)
(FY 1981 CDSS).

In response to this problem, the Mission's basic strategy
continued to be threefold:

- To broaden productive employment via construction of
model rural infrastructure projects such as irrigation
systems, roads, electrification, and similar
activities:

- To alleviate human misery and improve the quality of
life via the direct provision of basic services such as
sanitation, potable water, health, education, and
shelter; and

-- To emphasize "“direct involvement of the poor in the
country's development by expanding their intagration
into the economy through local level institutions" (FY
1981 CDSS, p. 39).

This strategy was to be focused on specific geographic areas of
greatest need as identified by the Mission's socio-economic data
package. Indeed, use of this data package had originally "trig-
gered" the Mission to refocus "attention...on the lower one third
of the rank order of the poorest Departments: Tarija, Chuqui-
saca, Pando, Beni and Potosi'" (FY 1981 CDSS, p. 39).
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The Mission's development strategy for Bolivia was further
articulated in the TY 1982 CDSS. The CDSS noted that the GOB's
Five Year Development Plan (1976-1980) established sectoral
objectives consistent with AID's concern with eguitable growth
anc¢ meeting basic human needs. To move toward the goal of growth
with equity to achieve an improved living standard for Bolivia's
poor, the Mission's objectives included increased agricultural
production, higher per capita income, better protectiorn of the
human resource base, increased educational opportunities, and
improved planning and implementation of activities in energy and
in natural resource protection.

The strategy also entailed seeking greater participation of
the target group, i.e., the rural poor, at the local and regional
levels. CGiven the GOB's centralized nature,

the Mission believes that to encourage increased target
group participation, development efforts should be aimed at
the regional and local levels. The strategy, therefore,
will be to design projects which reguire local responsi-
bility, develop local capacity, encourage upward articula-
tion of local solutions for development problems, and
sensitize the national governmment to the importance of these
voices (FY 1982 CDSS, p. 23).

This strategy envisioned the design and implementation of
projects that would:

- Be decentralized, i.e., would operzte through the
Departmental Development Committees (DDCs), regional
offices of central ministries, municipalities, and
private sector organizations:

-- Use private sector organizations including PVOs where
effective and appropriate; and

- Involve national and local level policy changes needed
to facilitate prograwr >bjectives.

The aim of decentralization was to achieve a greater degree

of local input and to_decrease the devendence on national level

support. According to the FY 1982 CDSS:

The Mission will search for local and private sector alter-
natives to national public sector activities, based on the
conclusion that Bol.ivian government organizations cannot
effectively implement the full array of activities needed to
achieve the Mission's goals. This decentralization implies
a somewhat reduced emphasis on institution building at the

national level (p. 24).
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Fur<her, the CDSS noted thzt local institutions such as the
savings and loan system, farxrer organizations, the DDCs, and the
municipalities "offer better prospects for future investments"
because there had been less of an impact of "political unrest" on
adrinistrative and personnel changes at the local level (FY 1982
CDSS, p. 24).

The jxmﬁ;hggggn of this evolving development strategy for

the soc;«l services sector was 2 ;eguged emgbas; on §ggg t_to
centralized socjial servi stj tut ons_w anu %the
injtiation of 2 great effort to clude c nd 'v e
sector involvement j e ort oci ervices. For

example, the FY 1982 CDSS noted in this regard that:

Investments in the health and education sectors will
continue, but will be principally geared toward furthering
development of rural areas. In education, for example, the
longer term objective =f strengthening central managerial
capabilities will be phased down in favor of activities
which will improve the ability of the rural population to
make local decisions and provide support to activities in
other sectors. In health there will be an increased
emphasis on projects aimed at achieving a specific local
impact and operated by regional or departmental entities,
with links to the central institutions as necessary (p. 25).

The CDSS also reflected the Mission's concern that proiects

be designed to give special consideration to the economic and

inanciel difficulties faci the count
Projects will be designed Mm&w
nancial burden o atj overnment institutions,

particularly at the beginning of the planning period. They
will be fast disbursing, to increase productivity and speed
relief to needy population groups. To the extent these
projects have a high local currency component, the effect
will also be to provide financial support to the govern-
ment's new economic reform proygram (FY 1982 CDSS, p. 25;
emphasis added).

Thus, the st;ategy _rec gg;éed the GOB's difficulty in mgg;;ng

ounterpart nancia ements and the need to mobij
greater program support at the local and regional levels.

The FY 1982 CDSS also further articulated the Mission's
strategic geographic focus as being the valleys and lowlands
which have approximately 70% of the country's farm households.
Thne CDSS cautioned that this focus was "not to say that the
excluded regions, in particular the Altiplano, are not poor or
important politicelly or economically, but rather that AID's

efforts should be toncentrated in those areas where the jimpacts
and_returns are greatest" (FY 1982 CDSS, p. 26; emphasis added).
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The strategy also began to outline the types of social .
services areas that would be emphasized in the Missilon's project
portfolio. These are now briefly discussed.

1. Population

In response to continuing church and governmental opposition
to birth control and family planning programs, the Mission pro-
posed to continue developing an information base on population
trends in the hope that making this information available would
foster the development of a greater awareness and recognition of
the need to address a growing population problem.

2. Hezlth and Nutrition

In the socizl services area, the Mission's strategy sought
to:

- Promote a mc "2 eguitable distribution of health care

for the rura. pocr by geceg;;g;_z_n adminis ;;g;; on_and

strencgthenins ona ev delive capacitv;
- Encourage coraunity participation pv forming local
ealth commit+rees which elect their o e

promoter, as a means of gaining community acceptance
and utilization:

- Impiement a s;mpllfled health care dPllvery system
which gg be ma ed wj t e m na and
uman ces_of e Minist ealt

- Use PL 480 Title II food nutrition supplements for the
most needy and for food-for-work projects and mothers'
clubs, which become community focal points for educa-~
tion, small agricultural projects, and home industry:

- Shift health projects during the planning period toward
the southeastern and southern parts of Bolivia; and

- involve private health organizations to complement

public sector efforts in health care delivery.

Mission efforts were to be concentrated in three areas: low cost
primary health care, rural sanitation (including potable water),
and nutrition improvement. The Inllowing comments on two of
these areas: low cost primary health care and nutrition
improvement.
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Iow Cost Primeyv Heszlth Care =- This problem area was to be
addressed by the Rural Hezlth Delivery Systems project that would

encourage communi Ty participation by formation of local _He alth
Committees responsible for loca]l program anning and sca

management.

Nutrition Improvement -- Efforts in the area of nutrition
lmprovemen. were to focus on institutional development to
increase capacity to identify, plan, and execute nutrition
1mprovement policies and projects; and implementation of specific
nutrition improvement projects.

While the Mission's development strategy continued to evolve
during the late 1970s and early 1980s, "political, economic, and
administrative instability" slowed actual implementation of
ongoing projects and resulted in

an unacceptably large build-up of unexpended funds. . . .
Conditions for drawing down the pipeline should continue to
improve as Bolivia's economic znd political situation
stabilizes further. To support this focus on implementa-
tion, the Mission plans to hold its program at roughly the
1981 nominal level throuch the £irst two years of the
planniny period.

Throughout this period ti:

with careful attention to tbe g;ocesg of economic and
administrative stabilizzujon.... This means limitina the
number of new projects, but also m;n;g;g; g_counterpart

reguirements_and recurring costs, using tested institutions
and models, planning new projects that can disburse rapidly

and have a significant impact on productive empleyment, and
using the gons;de;gble leverage oi our nggram to supggzg

ovement toward continued refo a la o]
pricinoc in the agriculture secto; (F. 1982 CDSS, p. 5¢6;
emphasis added).

Despite the difficult economic situation, the Mission held
out the possibility of returning in F¥s 84-86 to "broader and
more ambitious institution building projects." (FY 1882 CDSS, p.
5).

Our focus on delivery of health and sanitation services and
improving nutrition among the rural poor will continue, with
funding levels remaining essentially constant in real terms.
Our education program wi be reoriented from ce

government institutions towards more decentralized activi-

ties ané support of other sectors, and will be reduced in
real terms (FY 1982 CDSS, p. 58; emphasis added).
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The following year's CDSS (FY 1983) offered minor acdjust-
ments to the development strategy articulated in the CDSSs of the
two preceding years. The Mission's goal over the 1983-87 plan-
ning period continued to be that of promoting growth with equity
to achieve an improved standard of living for Bolivia's poor.

However, the CDSS pointed at that, i&b ED slowing in the rate
of Bo lgv;a'g ecogom;g growth in Eb late 1970s a;d the onset of
economic _decline e olivia souagh

"narrow the thrust" of its gevelggmegt assistance program ;o
income and productjon-related actjvities (emphasis added)."

Priority was to be placed on:

- Increased agricultural production and farm income, and
higher per capita income through expanded off-farm
employment opportunities, increased access to cost-
effective energy sources, and broader economic
participation of women; and

- Enhancement of the human resources base through
decreased malnutrition, morbidity, and mortality, and
more appropriate educational opportunities for rural
children and selected middle-level training programs
tied to sectors of emphasis.

While Bolivia suffered a military coup in July 1882, the FY
1983 CDSS (published January 1981) again reiterated the key
characteristics of the Mission's development strategqy:

- An increase in decentralization, this entailing a
geographic focus on five southern and eastern
departments and an emphasis on activities involving
regional, local, and individual participation in
aec151on-mak1ng (DDCs, regional offices of central
ministries, and prlvate sector organizations).

- A reduction of counterpart requirements—-"Given the

critical financial and administrative situation of the
GOB, proiects wj e des.

ed to ze_gov
commitments of funds, particulariy new recurrent
expenditures" (FY 1983 CDSS, p. 16; emphasis added).

- An jncrease jin private sector involvement "to expand

the use of private entities to reach the target group" .
(FY 1983 CDSS, p. 16) and doror coordination.
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With respect to this latter characteristic, the FY 1983 CDSS

noted that the generztion of off-ferm employment in market towns
"aopears to be & vieable aree toward which to direct our private

sector assistance strztecv" (FY 1983 CDSS, p. 16: emphasis
added). Further, the CDSS noted that the Mission proposed to

"concentrate on a reduced number of project activities in humen
resources (health, nutrition, and education) based on GOB

commitment of resources and U.S. capabilities" (emphasis added).
Because of continued church and government opposition to birth
control and family planning programs, population activities were
to be addressed through private intermediaries.

In the wake of the July 1980 coup, some changes did occur
within projects specific to the social services sector.

Population =- The CDSS indicated that the Mission would
continue supportinc studies on population and would indirectly
support farily planning services by local private providers.

Health ané Nutrition -- Following the coup, the Rural Health
Delivery Svstems project was cancelled; and the FY 1983 CDSS
indicated that nutrition and rural sanitation activities would be
most likely postponed. However, the CDSS noted that projects
involving PVOs working in primary health care and potable water
would continue to complement ongoing public sector activities.

Education -- The CDSS noted that this area would be
"deemphasized as a discrete sector over the planning period in
response to the Ag-oncy's reduced emphasis and the Mission's
continuing experience of disruptive, political'y-motivated
personnel turnovers and lack of continuity. These endemic
problems have worsened following the July 17 coup" (FY 1983 CDSS,
p. 20). However, the Mission indicated its continued support for
2 pilot effort to make a Quechua-Spanish bilingual sducation
program self-sustzininc in two departments and easily replicable
in two others.

C. Decline Period

A major change in the USAID/Bolivia development strategy
appeared in the early 1980s, indicating a responsiveness to the
slowing of economic growth in the late 1970s and the economic
decline that began in the early 1980s. While the FY 1983 CDSS
proposed that the Mission's project activities would "continue to
be focused in the five southern and eastern departments" (FY 1985
CDSS, p. 39). the FY 1985 CDSS represented "a significant change

in direction to a more concentrated effort designed to accelerate
socio—economic growth and development in a specific geographic

region: the la Paz-Cochabamba-Santa Cruz Corridor" (FY 1985
CDSS, p. 39; emphasis added).
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The La Paz-Cochaktamba=-Santa Cruz Corridor has been
selected...because it includes the countrv's strongest
primarv and secondarv growth poles, high value agricultural
and agribusiness potent: a marketing and infrastructure
foundation, and the human resource base necessary to assure

the quickest development returns. These combined factors

offer promising investment opportunities to the private
secto a _principe ocus t ng-te strateoy" (FY

18985 CDSS, p. 40; emphasis added).

The focus on this "Corridor" amounted to a reduction in the
"target geographic area" of the Mission’s development strategy.
This reduction was made by the Mission in recognition of the
following considerations:

- The probable lower amount of future A.I.D. program
funding;

- 2 reduced USAID staffing level (relative to pre-1980
levels) ;

-- 2 moderate financjel and institutional GOB implemente-

tion c=z=pabilitv; and

-- The GO 's desjre for a new approach tn solve production

and jncome problems.

Aleo, the revised strategy reflected the Mission's concern
recarding "the limited development impact of previous assistance
concentrating primarily on the rural poor" (FY 1985 CDSS, p. 40).

The change in the Mission's development strategy also had
implications for project assistance in social services.

1. Populetion
The CDSS indicated ;D_L_M&amulﬂ_wum
2 _low cost vate secto distribu oV
the-counter ives; and would encourage

other donors to support the expansion of local family planning
organizations.

2. Health and Nutrition

Under the revised strategy, proposed assistance in health
and nutrition had two objectives:
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- Improved standard of health of agricultural and semi-
urban workers as an input to increased farm productiv-
ity and production which,. in turn, are jinputs to a

ono=term strate A sizing business rke o
service, and eyport motion: and

- Improved quality of life of workers and their families.

Further, project activities aimed at gupportine the development
of social services to achieve these objectives were to be

provided through private sector mechanisms. For example, the

CDSS expressed support for follow-on assistance to the pilot FY
1983 Self-Financing Primary Health Care (511-0569) grant; the
CNSS also called for assistance aimed at jnpcreased availabilitv
of self-financinc primary health care delivery systems in the
Corridor, using existing cooperatives and Savings and Loan systern

affiliates.

The jncreased emphasis on private sector jinvolvemen:t in and
sustajnabilitv (i.e., "“self-financino") of primary health care

delivery systems was a response to the past difficulties that
USAID/Bolivia had encountered in trying to work with and through

the Ministry of Health. erience had sho t the Minist
- Did not have capacitv to continue to implement projects

ence A.1.D. financing terminated;
- Was unable to meet the recurrent costs of its services:;

and

- Had not been able to overcome its administrative
inability to deliver rural health services.

Under the new strategic approach, project assistance was to
emphasjze:

- ima eal are delijve rovided through ivate
services;

- Preventive services and the use of community-based
health centers:

- The construction of minimum new infrastructure making
maximum use of existing facilities; and

-— elf-he mec isms, whe he he ervices offered
are integrated withi e onsorin ivate

institutions and are financed by the membership.
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With respect to nutrition, the Mission's strategy provided
for Title I and Title III support to ongoing and new nutrition
activities to address caloric ané protein deficiencies and
provide agricultural production and agribusiness opportunities
(e.g., soybean production, wheat fortification, salt iodination).
Title II inputs were also to reinforce nutrition objectives
through the established PVO mechanism.

3. vironment itatio S

Assistance was to be aimed at providing potable water and
adeguate waste disposal through a variety of npon—governmmental
mechanisms. Relevant projects bearing on this area were to
include: Title I/III sub-project, PVO self-help efforts, the
Departmental Development Corporation, anéd Title II Food-for-Work
Projects. The CDSS also noted that_ future ES efforts would
recuire increased communityv and use ontributions (e.c. ee
taxes) to cover O&M costs.

4. Education and Buman Resou: zes Development

The CDSS recognized that improving +ne manpower resource
ase and management capability wou e ra2cessa to _ensure the

sucecess of obliectives in the agriculture’ and private sectors.

Activities to increase management skills were to include a
private sector program utilizing local management training
institutions, private universities, and the chambers of commerce
and industry. Training was also to involve AIFLD (Amerlcan
Institute for Free Labor Development) to strengthen ggmgg_;ng
unions, cooperatives, and organizations directly involved in
activities to increase agricultural production.

5. Housing

Efforts in housing were to build on the past HG and the FY
1983 HG-007 programs, particularly in strengthening the Savings
and Loan system and cooperatives. HG programs were to provide a

mechanism to develop and promote rural and urban savinas mobili-

zatlon and employment gggg;g;; g gg;; ;;;gg and to egpand ;b
stitutiona ole de

financino health del;ve;x mogel developed in the Fy 1983 Self-

Financing Primary Health Care grant.
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D. Sensitivityv of USEID/Bolivia Develooment Stratecy to
Changins Macro-Econoric Environment

The decline in Bolivia's economy had a significant impact on
the GOB's ability to undertake and support projects in the social

services area. The FY 1985 gDSS ;e:lects that USAID/Bo lg ia ;g

this limitation to _account in desi n h evel of effo
the Mission's development program. For example, this CDSS noted
that the Mission contemplated:
2-3 new projects per year. his level of effo eflects
the Miscion's anaslvsis o GOR's current d ojected
sorptive capacit imitations and reduced abilitv %o

provide counterpart fundino, + 2lso flecte ID's
assessment of a2n underutilized Bolivia ivate sector

absorptive capacity (FY 1985 CDSS, p. 59; emphasis added).

However, the Mission's development strategv for Bolivia was

responcdino to other considerations in addition to the macro-
econoric environment. By January 1984, the FY 1386 CDSS noted

that the Mission's development strategy was evolving to cope with
a_range of needs (e.g., building democratic institutior.s, achiev-
ing economic recovery, reducing illegal coca productior and
trafficking, etc.). Specifically,

- The 1982-1983 Short-Term Strategy (October 1©81)
concentrated on encouraging a return to 2 democratic
form of government and develoving a program of
parcotics control.

- The FY 1985 CDSS (January 1983) emphasized gupport for

the countrv's incipient democracy, GOB efforts to
achieve economic recovery, and the institution of

effective coca control activities.

~=- The FY 1985 CDSS Update (February 1984) priorities ware
to halt and reverse tihie deteriorating economy, address

the severe effects of the 1983 natural disasters
(floods and ought), reduce the ille uct and

traffickinag of coca, and address private sector

development constraints.

In the FY 1585 CDSS, in addition to activities in disaster
recovery and coca control and reduction, two strategic priorities
were propecsed for the Mission's development assistance program:

Economic Recoverv ==- The CDSS noted that the highest
priority would be given to encouraging the GOB to reduce ;

chronic fiscal deficjits.
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Lz Paz-Cochabamba=Santa Cruz Cerridor =-- Here the CDSS notec
that to develop the growth potential of and a productive private

sector in the Corridor, the Mission's assistance would "utilize 2z
demand-pull approach through which enhanced marketing of a2ori-

cultural commodities will stimulate increases in production, and,
bv eyxtension, improve e _income leve standard of living for
farmers" (FY 1986 CDSS, p. 29; emphasis added). The CDSS stated:

it is anticipated that increased market transactions will
trigger ancillary 'demand-pulls' within the region. For
example, increased farm production will heighten the demand
for agricultural inputs (e.g., chemical fertilizers,
improved seed varieties), as well as increase the demand for
production credit and skilled technical assistance. The
synergism of these factors will bring increased income and
heightened expectations to Corridor residents, rajising the
demand for consumer coods and basic social services, which,
when provided, will contribute to the overall development of
the region" (FY 1986 CDSS, p. 29; emphasis added).

Specific projects will... and the icipation © e
private sector..., which is presently constrained by inade-

cguate investment incentives. Activities will focus on: (1)
strengthening private sector institutions, (2) increasing
private sector investment, (. ) promoting non-traditional
agricultural export commodit .es, (4) expanding the use of
appropriate technology trans“er to support production and
processing, and (5) upgradin: existing and developing new
handicraft products...for exmort markets" (FY 1986 CDSS, p.

29).

This stratecy reflected amatic nge ; e Mission's
earlier approach to meeting social services needs, from efforts
that emphacsized strencgthening the deliverv capabijlitv of the GOB

to supply sociz)l services to efforts that emphasized jncreasing
incomes and, therebv, the effective demand for the private sector
tc have an jncentive to suprlv these services.

In FY 1983, the Mission's new DA activities included the
following:

-~ Chapare Regional Development, to reduce the cultivation
of coca, while simultaneously developing one of the
country's most promising agricultural frontiers;

-- Agribusiness and Artisanry, to assist and expand
private enterprise development:;

- Policy Reform, to establish a policy analysis unit
within the Ministry of Planning;
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- Strengthening of the Savings and Loan System HG/Grant,
to expand private sector capacity to address shelter-
related needs of low-income families, increase savings
mobilization, and generate employment opportunities;

- Self~-Financing Primary Health Care, a pilot private
sector self-financing health delivery model; and

- San Gabriel Health Care, an experimental PVO/OPG rural
health insurance system and radio health education

program.

In terms of meeting the shelter needs of the rural and semi-
urban poor, the assistance program was to promote rural savings
mobilization, provide increased employment opportunities in rural
and secondary urban areas, and strengthen the institutional role
of the private sector rural Savings and Loan System affiliates.
In terms of expanding private agribusiness in secondary and seii=-
urban centers, the assistance program was to address local
marketing and infrastructure needs for traditional and non-
traditional crops, provide capital for private agribusiness
investment, and strengthen cooperatives and farm associations.
Housing activities were to build on the ongoing Strengthening of
the Savings and Loan HG/Grant (FY 196 CDSS, p. 38).

In reading the FY 1986 CDSS, one senses a reduced emphasis
i s

on assictance to _directly benefit the rural poor with respect to
social services, and an jncreased emphasis on assistance ajmed at
stimuleting the growth of demand for labor and, therebv, increas-
inc incomes and consumer ability to demand and v_for needed
social services.

A summary of U.S. economic assistance (loans and grants) to
Bolivia durinc the economic growth and decline periods (from 1966
to 1986) is provided in Table 4 and Figure 2. As Table 4 and
Figure 2 show, USAID/Bolivia grant assistance tended to increase
from the early to the late 1970s; loan assistance fluctuated
during the first half of the decade but steadily increased during
the last half of that decade. With the economic crisis of the
late 1970s and the July 1980 coup, there was a dramatic reduction
in loan funds (down to $0.2 million in 1981). However, within
two years, economic assistance was reinvigorated, with a dramatic
increase in loan and grant funds ($40.4 million and $22.6
million, respectively). While loan funding increased to $49.5
miliion in 1984, it fell to $28.2 million by 1986. On the other
hand, grant funding rose from around $10 million in the early BOs
to $46.3 million by 1986. Thus, while fluctuations in the level
of U.S. economic assistance partially reflect the influence of
macro-economic conditions (increasing provision of grant relative
to loan funds during the period of economic decline), they alsn
reflect political conditions (e.g., the 1980 coup and the
subsegquent return to a democratic regime).
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Table 4. U.S. Loans and Grants in Millions of Docllers to Bolivia
for Economic Assistance - 1966-1986.

Year Loan Grant Total
Period of Economic Growth

1966 27.5 9.8 37.3
1967 1l1.6 7.6 19.2
1968 1ll1.9 6.7 18.6
1969 15.3 6.2 21.5
1970 - 8.0 8.0
1971 5.1 6.6 11.7
1672 50.0 10.0 60.0
1973 22.5 4.8 27.3
1974 43.0 $.1 (7.1
1e75 17.2 g.6 25.8
1976 20.9 B.4 29.3
1977 31.5 14.1 45.6
Period cf Economic Decline
1978 39.1 14.1 53.2
1879 32.0 19.1 51.1
19880 17.3 12.8 30.1
1981 0.2 12.6 12.8
1982 10.0 9.7 19.7
1983 40.4 22.6 63.0
1984 49.5 28.5 78.0
19g5 24.0 26.6 50.6
1886 28.3 46.3 74.6
TOTAL 497.3 287.2 784.5
Source: U.S. Overseas loans and Grants. ©Obligations and Loan

Authorizations through the following dates: 6/30/67,
6/30/75, 9/30/77, 9/30/80, 9/30/83, and 9/30/86.
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FTigure 2. U.S. Loans and Grants in Millions of Dollars to Bolivie
for Econonic Assistance - 1966-1986.
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The previous section demonstrated that USAID/Bolivia's
development strategy for Bolivia changed over time in response to
the country's changing macro-economic environment. This section
focuses on reviewing information about specific projects on which
U.S5. loan and grant money was spent by USAID/Bolivia. A review
of the design and/or implementation experience of these projects
is useful in illustrating the ways in which the Mission's
projects have been sensitive or, putting it somewhat differently,
responsive to Bolivia's changing macro-economic environment.

It should be noted that the data available from the Agency's
project documentation sources are not complete. Documents on
older prcjects (prior to the mid-1970s) are not easily recover-
able. The documentation provided by the Agency's DIHF tends to
be restricted to projects from the mid- to late-1970s onward:
even then documentation may be limited or totally lacking for
certain projects or sub-sectors.
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As the reader may observe, Table 5 provides the total
expenditures of USAID/Bolivia projects in the social services
area through 1986. The largest area of expenditure has been in
the education and human resources area, followed by health,

utrition, population, and housing and urban development. Given
ehe prev1ously mentioned limitations on available documentation,
this section will review four of these sub-sectors: (a) popula=-
tion, (b) health, (c) nutrition, and (d) education and human
resources development.

Table 5. Total Expenditures of USAID/B011v1a Projects in the
Social Services Area. 1/

GNP per Expend. Expend.
Expend. cap in as a % per cap

rea in ¢S S 1986 of GNP in 8
Education 32,567 540 0.920 4.97
Human Resources 17,437 540 0.492 2.66
Health 7,893 540 0.223 1.20
Nutrition 1,663 540 0.047 0.25
Population 1,488 540 0.042 0.23
Housing/Urb Dev 164 540 0.005 0.03

4/ Source: AID/IRM. GNP and Population Data from IBRD. 1986
population in millions: 6.557.

A, Population

Exceptlng the use of PD&S (511-0000) funds for studies of
Bolivia's populatlon situation, USAID/Bollv1a has had little or
not activity in the population area, this owing to opposition to
birth control and family planning by church and state authori-
ties. Indeed, the family planning component envisioned in the
orlglnal de51gn of the Rural Health Services Delivery (511-0453)
project was dropped due to Catholic Church influence on the
Ministry of Health. 1In recent vears, the Mission has provided
limited support for private sector initiatives in the family
planning area.
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B. Hegalth

After education, health has been the second largest social
services area in the USAID/Bolivia portfolio of social services
projects. Project design and/or implementation experience is now
reviewed for five projects: Rural Health Services Delivery (511-
0452), Mobile Health Program (511-0459), Rural Health Delivery
Systems (511-0483), San Gabriel Health Project (511-0536), and
Self-Financing Primary Health Care (511-0569).

1. a ealt rvices ive S =0D453

Rural Health Services Delivery (RHSD) was designed to run
from 1275 to 1981. RHSD is of particular interest because it
represented "a new approach in Bolivia to rural health care...,
emphasizing community-based paraprofessional health workers and
volunteers" (A.I.D., 1980:7). While designed with the MOH as the
project's "principal executing agency," RHSD marked

a2 significant shift in USAID/Bolivia health program stra-
tegies as a first attempt at a comprehensive arproach to
Bolivia's complex and interrelated health problems Past
programs were built around singie-purpose issues. .

Past approaches...applied predetermined technological solu-
tions at the central agency level (AID, 1%80:7).

RHSD financed a pilot program to deliver health services to
rural areas. The project also reflected a GOB "dec;s;on to shift
part of the MOH programmed budget for curative services" to "a
broad range of preventive services" (USAID/Bolivia, 1976:30).

The emphasis on improving health in the rural areas also
reflected AID's Congress;onal mandate to focus on "programs
reachlng rural low income groups" and to improve "the
administrative capabilities of the host country executive
agencies in implementing such programs" (USAID/Bolivia, 1976:1).

Wnile RHSD was concerned with developing the MOH's rural
public health planning capability, the project also focused on
the problem of developing a "low=-cost" rural health delivery
system. Indeecd, because of fundlng shortfalls, USAID/Bollv1a
requested the project's participants (MOHE and others) to increase
their contribution to the project. The requested increases in
contributions were made by the various partles The importance
of mobilizing a greater percentage of project resources from the
private sector was also heightened by the difficult resource
position of the GOB/MOH. 1Indeed, "the minimal budget resources
available to the MOH coupled with over-centralization make it
difficult for the MOH to shift from its urban, curative emphasis"
(USAID/Bolivia, 1976:9).
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The focus of project activity was to be on creating "an
operational local, low cost, rural health services delivery
capability (RESD) within the MOH, by reinforcing and revising the
MOE support systems at local, departmental and central levels"
(USKRID/Bolivia, 1976:9; emphasis added). The data generated by
the project were to provide a basis for determining whether the
Mission should develop a follow-on loan project that would .
support expansion of the system initiated in the pilot project.

In terms of project strategy, RHSD was designed to increase
services by increasing the number of low-cost health promoters.
This would have "the dual effect of minimizing increases in
salary costs while...generating savings by reducing time spent on
minor cases by more expensive personnel" (USAID/Bolivia, 1976:
30). The strategy, which also emphasized shifting

demand for services frorm the high cost, curative facilities
to the satellite community preventive services facility,
..., should result in reducing operating costs within the
entire system (USAID/ Beolivia, 1976:31).

The project was also designed to provide data that would allow
USAID/Belivia and the MOH to determine which costs of the systenm
were start-up costs and which were recurrent, the former being
costs that would not need to be repeated if the project were
replicated elsewhere. The ultimate aim was to provide better
services at a reduced per unit cost (USAID/Bolivia, 1976:321).

However, implementation of the project was impeded by the
location, of the project within the MOH. Indeed, an October 1880
"Tracking Report on AID Sponsored Primary Health Care Projects"
reported:

According to all sources consulted, deficiencies in the
Bolivian administrative system have been a major cause of
the project's problems and delays. The system in the [MOH)
(and in the entire government) is highly centralized. There
is little delegation of authority, especially regarding
budget and personnel. (The project's effort[s) to encourage
decentralization of these functions to the departmental
level have not been successful to date, though there is
evidence that the [MOH] is becoming increasingly aware of
the importance of decentralizing its operations.... Delays
in budget approval and funds disbursement caused major
difficulties: salaries were delayed, sometimes for months,
breeding discontent and attrition among project personnel;
funds for vehicle maintenance and other supplies and equip-
ment often were unavailable when needed, drastically slowing
activities... (AID, 1980:13-14).
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While RESD was USAID/Bolivia's first effort at an integrated
health project, 2 1879 evaluation of the project noted that "its
time/effort/personnel calculations were not realistic" (reported
in AID, 1980:14). The project alsoc encountered a serious problem
in a high attrition rate among promoters and auxiliaries, mainly
because of payment and logistical problems in getting drugs and
supplies. The "Tracking Report" noted a need

for a more stable way of paying promoters (the present
system of payment by community committees is highly variable
in type of payment, amount and frequency) and for develop-
ment of other, nonmonetary incentives (AID, 1980:16).

2. Mobile He Program -0459

The Mobile Health Program=-Chiquitos Vicariate was designed
to run from 1976 to 1980. The project was funded through an
operational proyram grant (OPG) to Catholic Relief Services
(CRS)/Bolivia. According to the PP, this project was to extend

the [Santa Isabel* hospituzl's reach through...provision of
two mobile health~educationsl teams, which, together with
ten rural health cfficers. .located at distinct points
throughout the precject ar.a and rural collaborators in each
community, will fcrm a - e2twork that will provide regular
medical attention and .ducation in health to the population
through the project target area (USAID/Bolivia, 1875:1).

Further, the project was to include a health education program
"to enable the populace in the target area to understand and
participate in plans and procedures that will help improve their
health levels" (US&AID/Bolivia, 1975:4).

While most services and materials were to be offered at
little or no cost to the beneficiaries, the project céid collect
small fees for services such as parasite treatments, maternal-
child and ygeneral consultations, vaccines, etc. "to help defray
projects costs and also make the people more active rather than
passive recipients" (A.I.D., 1980:27; emphasis added). It was
assumed that, in the long run, %other projects being implemented
in Chiquitos [would] increase the income of the poorer segments
of the population and thereby permit their greater financial
support of the project" (USAID/Belivia, 1975:15; emphasis added).

A July 1979 evaluation found that the project faced a lack
of community organization and initiative in solving problems.
There was evidence of community acceptance and support (e.g.,
communities had formed health committees, built latrines, housed
and fed the medical team during its visits, and built dispensa-
ries and housing for the auxiliaries). However,
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the people tend to see the project's services as "manna from
Heaven," a gift of the "Madrecitas" (nuns), making them
recipients of charity rather than active participants in
development (reported in A.I.D., 1980:33).

The evaluation found the project goals to be "unrealistic given
the resources available" (reported in A.I.D., 1980:32).

3. Rural Health Deljiverv Svstem (RHDS) (511-0483)

At the time the RHDS was being designed, the GOB sought to
gain USAID/Bolivia support for an alternate project, a financing
scheme called the Campesino Social Insurance (CSI) program. The
Mission declined to participate directly in this program. Given
the country's economic situation and the GOB's limited funding
capability, the Mission propocsed RHDS that would provide:

- veluntery communitv financial support for the health

promoters located in the rural communities;

- preventative community-based activities but also
improvements of curative services in rural areas:

- training, administrative reform, and the development of
a logistics and maintenance system; and

- phased geographical implementation for the program in
three departments and at the national level, rather,
than attempting to cover the entire nation initially.

RHDS was programmed to run from 1979 to 1984. AID funding
included a $10 million loan and a $3 millon grant. The project
was to extend the health delivery system, developed under RHSD
(511-0453), to three departments, with an emphasis on developing
"a low-cost health and nutrition delivery system" (USAID/Bolivia,
1978:1). The PP indicated that the proposed "low=-cost health
systen" had been "tested and improved over the past two years in
the [Rural Health Services Delivery project (511-0453))] and was
an effective and efficient system of delivering health and
nutrition services" (USAID/ Bolivia, 1978:2).

When RHDS was designed, the GOB designated only 1.5% of its
budget for public-health services. RHEDS sought to expand "cover-
age with minimal additional cost to the...treasury" (USAID/
Bolivia, 1978:13). With a view to sustainability, RHDS provided
seed capital to establish a $1,400,000 "rotating drug fund" to
ensure the availability of medicines. The design provided for
the Health Promoter's salary to be paid by the Community Health
Committee from funds derived from the Promoter's charges for
services and medicines. Further,
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the Committee may decide to set the beneficiary charge from
10 to 30 per cent above the minimum required for transporta-
tion and distribution costs. The Committee can use these
additional funds to support its other health and nutrition
activities, such as paying its Health Promoter, building a
health post or buying land and supplies for a communlty
garden (USAID/Bolivia, 1978:23).

The project was also concerned with developing a financial
assessment of the health delivery system. In this regard the PP
noted that the project would

aggregate service and resource data, thus enabling it to
develop cost information in order to permit adequate
evaluation of...RHDS...in financial terms, and to permit
programming and expansion of the project in light of avail-
akle funds. Currently the [MOH] has no cost data by
services, and little cost data in any terms, so that it
cannot tell what it is costing to deliver services at any
level within the...system. The cost data from...RHDS...will
permit the Project Team to develop program budgets, which
are not presently employed within the [MOH) (traditional
line budge s are used) (USAID/Bolivia, 1978:28-29).

The econom’ = analysis in the PP indiceted that the cost per
family served by RHDS would fall "well within their capacity to
pay" (USAID/Bol:-ria, 1978:57). On the other hand, the financial
anzlysis indicated "that only a small budget increase" would be
needed "to cover the recurrent cost requirements of the program.
Thus, there should be no undue hardship on the [MOH], and by
extension the GOB itself" (USAID/Bolivia, 1978:63).

Project implementation was brought to a halt in the wake of
the July 1980 coup, after which USAID/Bolivia terminated the
project by deobligating $10.9 million of the projects $13.3 LOP
budget (FY 1983 CDSS, p. 34).

4. San_Gabriel Health Project (511-0536)

The San Gabriel Health Pruject, also known as the Tiwanacu
Health Project (THP), was programmed to run from 1883-1984. The
project provided an OPG of $300,000 to support Radio San Gabriel
(RSG) in La Paz. 2 micf-term project evaluation was conducted in
July 1985 (USAID/Bolivia, 1985; Institute for International
Research, 1985).
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The evaluation found that THP's preventive activities were
limited and that there was a low utilization of the project's
nedical services (average 1-2 visits per day to each health
post). The evaluation concluded that it was “"unlikely that" the
project "had a significant impact on the health of the benefi-
ciary population" (USAID/Beolivia, 1985:3). However, the
evaluation noted that competition from approximately ten other
health projects in the same area reduced the use made of the
health posts. The project levied modest charges for its goods
and services, while the other projects did not charge for their
goods services. This, the evaluation felt, caused many users to
turn to the other health projects.

The evaluation noted that an original project objective had
been to create a self-financing revolving drug fund that would be
primed by AID-funded purchases of U.S.-source arugs. However, at
that time, the inflation rate was 3,000-4,000% a year. The
evaluation concluded that establishing the revolving drug fund
was precluded by hyper-inflation which made it difficult to set
realistic prices. "Also THP clients are not willing to payv for
drugs which they can receive free from other projects in the
area" (USRID/Bolivia, 1976:6).

other ObJEthVB had been to create a self- f*nanc1ng social
secu¢1;y syster. for the project's beneficiaries. Pv project's
end (May, 1986), the target population--through payments for
drugs and/or payment of a monthly contribution--would finance its
own health care system. The evaluation doubted whether this was
ever a realistic objective, noting "that it has become all the
more impossible due to the same factors that undervut the
revolving drug fund -- high inflation and the people's unwilling-
ness to pay for health services which were available for free or
lower cost elsewhere" (USAID/Bolivia, 1976:7).

However, over time, the project "moved much more towards an
integrated multisectoral approach to health improvement. This is
particularly important where, as in the project area, health
imp~ovement is not the main priority of the population. .

Thr people's major priorities are agriculture and education, not
he lth" (IIR, 1985:9-10). The evaluation noted that agrlcultural
p1 yjects and potable water were most often mentioned in a base-

1l .ne survzy of the project area, and by a two-to-one margin over
health posts, the third-place item.
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5. Self-Financing Primarv Health Caye (511-0569)

The Mission's quest to develop a viable health delivery
syster continued in the Self-Financing Primary Health Care
project which was programmed to run from 1983 to 1990. As of the
project amendment of 5/6/87, the LOP funding for this project is
$2.1 millien. The project is being implemented by Management
Sciences for Health (MSH) and Proteccion a la Salud (PROSALUD), a
non-profit organization created under the Self-Financing Primary
health Care project. The May 198€ evaluation of the project
indicated that "USAID/B has stated that the project was estab-
lished pursuant to an AID Health Assistance Policy calling for
greater reliance on the private sector and cost-recovery
mechanisms” (John Snow, Inc., 1986:17).

This project is concerned with testing the ability of the
private sector to aeliver non-subsidized health care o low-
incorme families. As a pilot project, there is an emphasis on
developing an information base - r and tested models of self-
financing health systems, employing both prepayment and fee-for-
service approaches. The health system models being tested azlso
include astitution-based (e.gq., cooperatives) and geography-
based (e.g., communities) approaches to identifying and enrolling
clients. A mid-term evaluation in May 1986 concluded that <he
original design and initial delays allowed insufficient time and
resources to achieve the project's objectives.

While the evaluation noted that the prcject was employing
elements of a social marketing approach to the development and
testing of self-financing health systems, the project lacked "a
clear marketing plan, strategy, activities and budget" (John
Snow, Inc., 1986:5). The evaluation recommended that the project
recruit a full-time marketing specialist who subsequently joined
the project in fall 1986. Subseguently, the project created a
marketing mechanism to promote the purchase of community, insti-
tutional, and individual memberships in its ealth care system.

The project has had to assume responsibility for developing
the research component of the project, as the sub-contractor
originally responsible for this task had failed to perform. The
evaluation noted the importance of marketing research as a basis
for developing the overall marketing plan and strategy that would
guide project implementation. However, in the original project.
design, the responsibility
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for analytic activities...was not incorporated into the
central structure of the project nor supported within the
prcject budget. The community economic studies, critical
for the assessment of the potential for communities to
generate sufficient revenue to make self-financing a
possibility, the development of cost, revenue, and
utilization projections, and the overall management of
project resources, was treated as a "research" elsment
entrusted to...an independent institution:; and therefore,
this facet was organized, funded, and technically supported
outside of the project structure and not subject to its own
timing and oversight (John Snow, Inc., 1986:19).

This oversight, in the evaluation's view, “seriously
compromised" the project's ability tn accomplish its goals of
testing the feasibility of developing self-financing community
based PHC systems. The evaluation noted in this regard that the

separation in the management of these functions and the
treatment of the community baseline analysis as research,
rather than the critical central element in the community
selection and project management process that it is, has led
to the current state where the community survey has pot Qeen
done for anv of the settings in which serv;ces are now beinc
grov;ded' . « « This means that service and flnanc1ng
experiences are being generated without financial projec-
tions, without utilization projections, and without the
ability to assess the community selection and marketing
activities -being developed and tested as a central effort of
the project (John Snow, Inc., 1986:19).

In short, the evaluation was concerned "that both marketing
and program development activities have occurred without having
thoroughly estimated the ability of the communities to self
finance service and without a couwprehensive analysis of community
health needs" (John Snow, Inc., 1986:30). Fnr example, project
experience has shown that initial assumptions of user preference
for membership by prepayment did not correspond to actual user
preferences to pay on a fee-for-service basis. Further, the
project identified that not more than 15% of Bolivia's population
below the middle class can afford the kind of self-financed
health care, including preventive as well as curative services,
offered by PROSALUD. Thus, the information being generated by
the project will provide the GOB with important data needed to
determine to what extent and in what ways the GOB may wish to
assist in providing health care for those who cannot afford it on
a non=-subsidized basis. 2As of 1986, the GUB's budget devoted
only 2% of its resources to health services.

Great care is being taken to assess the system, especially
with respect to financial management, operations research, and
marketing. It ir particularly of interest to note that,
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in variance fror procedures observed under the current
(1385-1987) Cooperative Agreement between USAID/Bolivia and
MSH, the grantee (MSH) will execute a sub-agreement with
PROSALUD whereby the latter will be responsible for
administration of project funds in support of PROSALUD
salary costs, operating expenses, local purchases of
commodities, rent, utilities, etc. As project grantee, MSH
will be ultimately responsible to USAID for these funds, but
the MSH~PROSALUD sub-agreement mechanism will provide
PROSALUD with the added experience of managing virtually all
financial resources with the exception of those for tech-
nical assistance. This arrangement will prepare PROSALUD
for its anticipated role as a direct counterpart to USAID or
other donors pursuunt to post-project decisions to replicate
self-financing health care programs elsewhere in Bolivia
(USAID/Bolivia, 1987b:44).

- The recent experience of the Self-Financing Primary Health
Care project suggests that USAID/Bolivia has come to place an
increased emphasis on developing a model of a health delivery
systen that will be able to function within the limits of the
Bolivian economy. In other words, there is recognition of the
importance of a: :ieving a level of self-financing that will
enable PROSALUD "to cover its operating costs fully by project
closure, using c¢ .ly the proceeds from the sale of health ser ‘ices
to the members c:Z the target communities and institutions"
(OSAID/Bolivia, 1987b:69).

C. Nutrition

Between 1969 and 1978, USAID/Bolivia supported the Family
Care or School Feeding and Nutrition project (511-0439); this was
followed between 1976 and 1982 by the National Nutrition Improve-
ment project (511-0468).

1. hoo i it 3 - 9

This project's origin may be traced to 1957, when the GOB
and the Catholic Relief Services (CRS) initiated a project to
reduce malnutrition in several "vulnerable groups" (USAID/
Bolivia, 196%a:2). CRS' annual estimate of regquirement (AER) of
food commodities in FY 1959 was approximately 500,000 pounds; by
FY 1965, the AER was over 20,000,000 pounds. Yet after eleven
vears of feeding children, mothers, infants and workers, the PP
reported that Bolivia was "not yet close to the day when the GOB
could assume on its own the commodity support" (USAID/Bolivia,
196%a: 4). This "indicated that...l5 or 20 years would not be
too long a time for...the project" (USAID/Bolivia, 196Sa:4).
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While the target for the food distribution program during FY
170 was the supplemental feeding of 260,000 persons, with the
expectation that the prograr would increase at the rate of 20%
per year through FY 1673 "when the GOB should be in a position to
assume full responsibility for the program" (USAID/Bolivia,
196%92:7), the GOB budget con+tribution of $200,000 in FY 1965 had
dwindled to $120,000 by FY 1%86 (USAID/Bolivia, 196%a:4). Thus,
the record suggested that the GOB might not want or be able to
"assume full responsibility for the program" by the target date.
Indeed, the 11/28/69 Project Appraisal Report of the School
Feeding and Nutrition project stated:

This volagency program commenced in 1957 and in 1959 reached
an annual estimate of requirements of a half a million
pounds of PL 480 commodities. Since that time the program
has guadrupled. GOB support for this program has been
adeguate at only one point during its life span and that was
between FY 1964 and FY 1968 when AID began supporting +the
program in 1964 through XGBS funds by 80 percent and
reducing its assistance each year through 1968 until the
program was supported 20 percent by AID and 80 percent by
the GOB. It is believed that the GOB was enchanted with the
XGBS package in which the Mission supported some 30
projects, many of which were very interesting to the GOB.

One of the projects with less appeal to the GOB was the CRS
volagency program. However, since it was part of the XGBS
package which included priority programs, the volagency
program received the needed support which it lacks today.
Eince 1968 project targets have not been met as well as
during the time of XGBS assistance due to the general lack
of GOB funding. The volagency has had no alternative other
than to reduce its program from 400,000 recipients in FY
1965 to 260,000 for FY 1870 (USAID/Bolivia, 1969b:l1-1.a).

The PAR noted that the GOB had made "little progress" in
terms of mobilizing sufficient resources

to carry out their own school feeding and mother/infant care
program in Bolivia. For a number of years the GOB...has
donated USS 90,000 in non-fat dry milk annually....
Increases in the donation of this commodity are not foreseen
for the near future (USAID/ Bolivia, 1969b:3).

Further, the PAR expressed concern that

our US volagencies are not oriented toward a final program
phase out and it is evident that they do not place
sufficient responsibility on the GOB when possible. AID/W
should indoctrinate volagencies on the importance of the
phase out and should not encourage long tours of duty in
LDCs (USAID/Bolivia, 1969b:3).
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2 Xey impediment to implementation had been irregular GOB
payments for distributing commodities within Bolivia. While the
approach of the original CRS project had been to distribute food,
USAID/Bolivia proposed, in its School Feeding and Nutrition
prcject, to augment the approach with nutrition education.

~- The one item which has not been thoroughly exploited is
education in nutrition. . . . Food programs combined
with education programs will have a residual effect,
while food alone may not leave anything tangible behind
(USAID/Bolivia, 1969a:4).

- The food program formerly stressed food distribution.
Today the Ministry of Public Health and CRS with AID/W
grant funded support are placing more emphasis on
nutrition education (USaID/Bolivia, 1969b:l.a).

In other words, in addition to continuing the food distribution
program, the project would provide support for MOH personnel to
travel throughout Bolivia, visiting schools and carrying out
serinars in nutrition education and home economics.

By the 6/295/72 PAR, the Mission reported that the project
had trained over 2,400 outreach werkers between 4/16/71 and
5/26/72, an eight-fold increase over the number trained during
the previous year. While the PAR noted that the CRS/Caritas
program continued to be needed to supplement the food intake of a
number of people, the Mission was terminating the grant project.
Further, while the project's design had envisioned an end of
project status (EOPS) whereby malnutrition would be reduced among
pre-school children from 20% to 10%, this EOPS was being dropped
because no funds were available to carry out the surveys
necessary to provide reliable baseline and follow-up data.

But the project apparently was not terminated. Two later
PARs appeared for the same project number, with the name "Title
TI Voluntary Agency Food Distribution Program" (covering 5/22/72-
“2/31/74 and 1/1/75-8/30/76). However, while the original proj-
ect stressed food distribution and the follow-on School Feeding
and Nutrition project stressed food distribution supplemented by
nutrition education, the continued project in the early 1970s
began to stress nutrition studies. As the 5/19/75 PAR noted, the
project, since its inception, had compiled "little or at best
incomplete information...to determine the nutritional impact of
the program among the target population" (USAID/Bolivia, 1975:1).
Further, the surveys that were conducted lacked the scope and
depth required to assess the project's impact on nutrition and to
provide the information needed for the GOB to formulate an
integrated National Nutrition Plan and corresponding policies.
The PAR recommended that USAID/Bolivia initiate a dialogue with
the MOH to determine the capability within the MOH, as well as
the resource requirements, to conduct the required study.
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Further, +the PAR noted that the GOB had been purchasing
locally produced non-fat dry milk used in the CRS/Caritas food
distribution program. In view of AID/W directives and "imminent
gradual reduction of PL 480 Title II food commodities," the PAR
recommended that

the GOB should start increasing gradually its cash contri-
bution to purchase more milk as well as other local foods as
a way to continue the food distribution programs with
increasing local contributions. Tentatively, ...this
contribution should be increased to US$110,000 for CY 1975
and US$220,000 for CY 1576. Future contributions should be
determined ASAP, and included as part of the phase-out plan
to be developed jointly by CRS/Caritas, MOE, MOF and USAID
(USAID/Bolivia, 1975:1.b).

The PAR also recommended that a phase-out plan of action be pre-
parecd, with 2 "detailed plan for the increased, gradual assump-
tion of all inputs by the GOB or other local entities" (USAID/
Bolivia, 1875:1.b).

The following PAR (1/1/75-8/30/76) reported that the GOB
increased its contribution to Caritas by 35% and the amount
allocated for food commodities by $110,000 in CY 75 and $225,000
in CY 76 (USAID/Bolivia, 1%76a:1l.a). Further, the PAR reported
that, while the MOHE had conducted nutrition surveys during the
reporting period, "“there was no assessment made of the nutri-
tional impact of this project" (USAID/Bolivia, 1976a:1.b). How-
ever, the surveys were reported to have provided "a besis for the
development of a National Mutrition Plan" and that the GOB was
formulating policies to improve the nutrition deficiencies in the
Bolivian population.

The PAR also noted that the urgency of preparing a phase-out
plan had been calmed when a significant increase of Title II
commodities became available. However, the PAR stated that "a
plan to progressively phase-in increasing GOB and community
contributions for the school feeding program" would be "ready by
December 31, 1976" (USAID/Bolivia, 1976a:3.a).

Finally, the PAR noted one of the project's EOPS conditions:
"2 food distribution program...operating without foreign assis-
tance providing highly nutritious foods and nutrition education
...by 1588" (USAID/Bolivia, 1976a: 4.a). However, the PAR stated
that the "GOB has indicated its inability to achieve this EOPS by
1981 at which time this program has been scheduled to conclude.
Accordingly it has sought other donor assistance through 1588"
(USAID/Bolivia, 1976a:4.a).
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2. Nation Nutr=ition Improvement -0468

The purpose of the National Nutrition Improvement project
was to establish a multi-sectoral planning, implementing,
monitoring and evalnation system for the GOB's National Food and
Nutrition Plan (NFNP) at the national and departmental levels,
under the direction of the Ministry of Planning and Coordination
(MPC). Initiated in the late 1970s, the project grew out of the
experience of the School Feeding and Nutrition project (511~
0439). An evaluation of the project recalled that:

Beginning in the early 1970's many people working with
traditional nutrition improvement interventions such as
supplementary feeding programs and nutrition education threw
up their arms and declared that no progress would be made in
reducing malnutrition until there was an adequate supply of
food available and people had access to the food. They
needed sufficient resources to buy and/or grow the proper
guantity and quality of rood necessary for a nutritious
diet. It was noted that diarrheal diseases also contributed
significantly to malnutrition by decreasing the bioclogical
utilization of foods. Improved environmental sanitation,
potable water and sewerage systems, as well as health
services to combat diarrhea, are the only answers to this
problem.

But how could a2 typical nutrition unit in the Ministry of
Health deal with all these problems and solutions that were
in the domain of other organizations like the Ministry of
Agriculture, Ministry of Labor, Ministry of Commerce and
Industry or even other divisions of the Ministry of Health?

. As an alternative, both AID and the United Nations
Inter-Agency Project for the Promotion of National Food and
Nutrition Policies (UN/PA) suggested that Nutrition Planning
and Programming organizations be established...in ministries
of planning where they could define national nutrition
problems, develop multisectoral nutrition strategies and
programs, and coordinate the nutrition-related activities of
the various ministries (USAID/Bolivia, 1980:1).

The evaluation added that GOB officials closely involved
with the Bolivia's nutrition problem alsoc concluded that a
multisectoral approach was required. However, due to scare
resources, there was a need for careful.analysis of the nutrition
problem "in order to develop appropriate policies and programs
and to determine ways each sector could contribute to reducing
these problems. Thus, a systematic approach, which included data
collection and analysis, was recommended" (USAID/Bolivia,
1980:2).
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In 1976, USAID/Bolivia provided $500,000 for a grant funded
Accelerated Program Development (APD) project which would lay the
basis for a more comprehensive follow-on loan project. The grant
project, known as the National Nutrition Improvement project, was
designed to assist the Ministry of Planning with the establish-
ment o©f a nutrition planning amd programming system capable of
developing and coordinating national and regional policies and
programs directed at improving the Bolivian nutrition situation.

It should be noted that this project was implemented during
the period of economic decline in Bolivia's economy. Indeed, the
1980 evaluation noted that the

period 1978-1980 has been characterized by AID and U.S.
Embassy economic officers as the worst time in recent
Bolivian economic history. 1Inflation has seriously hampered
the government's ability to maintain and expand services
(USAID/Bolivia, 1980:9).

Of course, if the predecessor onjeg; (Schoo] Feeding apnd Nutri-

tion) had encounte*gd g;:.;ggl ies ;n getting the GOB to meet its

counterpart obligation durinag the Lod of economjc growth (lzte
60s and earlv 1¢70s e u a blem wo e _even further

pgyraveated during the period of economic decline. Indeed, a PAR

noted that the economic situation had "put i-.creased pressure to
reduce public sector spending and to refrain from contracting
short term debt" (USAID/Bolivia, 197%a:6). Further, in response
to this situation, USAID/Bolivia

reduced the counterpart requlrement on new projects to the
minimum 25 percent stipulated in the FAA. In addition, a
proposed follow-on loan grant project may be delayed until
FY 1981 the result being a regquirement to extend the current
grant for an additional two years...to sustain level of
progress achieved thus far and to assure that a sound
nutrition sector base will be in place once the follow=-on
project begins implementation (USAID/Bolivia, 197%a:6).

Yet the National Nutrition Improvement Project, while being
implemented by a GOB agency (Ministry of Planning and Coordina-
tion), represented a dramatic change from traditional approaches
(food distribution and nutrition education) emphasized during the
period of economic growth. This project emphasized developing
the trained personnel, data collection and analysis capability,
and organizational development requlred to design and lmplement
policies that would have a positive impact on the country's
nutrition situation.
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Further, the PP amendment provided an increase in funding
for various project activities, including experimental projects
to be implemented on a decentralized basis by the Departmental
Development Corpo:ation (USAID/Bolivia, 1979b:20). “These
projects essentially will be pilot projects designed to test
specific interventions on a limited scale prior to initiating
efforts on a country-wide basis" (USAID/Bolivia, 1979c:16).

In addition to the economic constraints imposed on the
project during the period of economic decline, implementation was
also hampered by the general political instability existing in
Bolivia during this period. Indeed, as of the 2/24/82 PAR,

four changes in government during the implementation period
led to the replacement of key high level and administrative
project related officials (e.g., three MPC Ministers, four
DAN directors, five INAN [National Food and Nutrition
Institute) executive directors) and a considerable loss in
time and effort in familiarizing the new GOB personnel with
the project (USiaID/Bolivia, 1982a:3).

Further, in compliance with AID/W guidance following the July
1580 coup to reduce support to GOB institutions, USAID/Bolivia
negatively affected implementation by the following actions: a
reduction in short- and long-term technical assistance, the
deferral of the initiation of planned activities, the limitation
of implementation only to the completion of initiated basic
s.udles and experimental sub-projects, and the deferral of
institutional strengthening and policy development actions
(USAID/Bolivia, 1982a:13-14).

Subsequently, USAID/Bolivia determined that the deteriorated
administrative, economic, and political situation would not
pe*mlt the completion of ongoing activities by the project's
termination date (9/30/81). To provide sufficient time to
complete these activities, the project was extended to May 31,
1982.

By the eni of the project, a National Food and Nutrition
System (NFNS) was a legally established framework for multi-
sector nutrition planning, implementing, monitoring and evalua-
tion activities. Also, a Department of Food and Nutrition (DAN)
and the National Food and Nutrition Institute (INAN) had been
institutionalized, fully staffed and functioning with defined
administrative and financial procedures. As of January 1982, GOB
financing of INAN had been obtained, and ten nutrition studles
and three experimental projects had been completed by DAN and
INAN. tudies and experimental activities undertaken by the
project had enabled the GOB to focus its resources on the
development of nation-wide programs addressing the wmajor
nutrition problems. The final evaluation concluded:
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Project achievements are remarkable, considering that there
were eight changes of government during the life of the
roject, that normal US/Bolivia relations were suspended for
approximately one year following the July, 1580 Coup, and
that the economic...situation was one of the worst in the
history of Bolivia, seriously affecting t.ue GOB's ability to
maintain the level of existing services (USAID/Bolivia,
1982c:3).

D. Education and Humapn Resources Development

USZID/Bolivia projects in education and human resources
development during the 1970s were largely aimed at strengthening
the capability of the public sector to deliver education to the
country's population, particularly in the rural areas. The major
prcjects in this respect included Educational Management and
Instructional Development (511-0450), Rural Education (511-0456
and 511-0477), and Rural Education II (511-0482). These
projects, in addition to including institutional development
components (e.g., training), assisted in reorganizing and
decentralizing education administration to local and regional
levels.

Indications of the sensitivity of projects in the education
sub-sector to Bolivian macro-economic conditiones became evident
in 2 number of projects designed or implemented during the 1980s.
The Iour prcjects reviewed are: Bilingual Educztion (511-0520),
Management Training (511-0580), Training for Development (511-
0584), and Micro and Small Enterprise Development (511-0596).

1. i1l incua ducatio -0

Bilingual Education was programmed to run from 1980 to 1884,
supported by $2.5 million of grant funds and $5.0 million of loan
funds. The PP identified this project as "a cornerstone for the
[education] sector strategy in that its objective of keeping
rural children in school longer to educate them better attempts
to prevent their entrance into the poverty cycle" (USAID/Bolivia,
1980:7). The project aims at increasing "individual opportunity
for economic integration and equlty" (USAID/Bolivia, 1980:7). In
view of Bolivia's limited economic resources, the project was

designed to address four efficiency measures identified in
the FY 1982 ABS: 1) replication of a successful project
activity using more local management; 2) aeographlc
concentration; 3) utilization of other donor experience; and
4) increased utilization of host country analytical and
managerial capabilities (USAID/Bolivia, 1980:7).
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With respect to the project's sensitivity to the Bolivian
macrc-economnic environment, the PP noted the Mission's concern
that project-developed educational materials be produced in a
"cheaper format" in order to extend bilingual education over wide
areas at a minimum cost. The project design provided for each
departmental center to establish a production unit that would be
responsible for producing materials (worksheets, pamphlets,
etc.). The PP stated that the separate production units would be
justified on several counts (e.g., lack of economies of scale
from a single, centralized center) (USAID/Bolivia, 1980:11, 25).

The PP was alsc sensitive to the question of whether the GOB
would be able to continue to provide the public resources needed
to sustain bilingual education after the project ended. While
the Ministry of Education and Culture (MEC) was to make an annual
contribution of $540,000 to the project, this represented less
than .5% of the ministry's estimated 1980 budget. The PP noted:

The additional cost to the GOB of expanding this project
would consist of the cost of creating and staffing three new
departmental centers, additional training costs (which would
be low because the staff trained under this project would be
available for that purpose), and additional printing eguip-
ment. Since the project is designed <o have parents pay for
the k.linguzl materials produced by tnhe project (textbooks,
tc.) the cost of materials will not hawve an impact on the
MEC budget. The financial analysis...estimates that recur-
rent cost to the GOB for bilingual education is only &
fraction of the annual MEC budget. Civen the minimal costs
that would pe associated with an expansion of the project,
the additional impact on the MEC budget would not be
significant (USAID/Bolivia, 1980:13).

A recurrent cost analysis showed that, of the GOB costs
associated with the project, two would continue to be incurred
once USAID/Bolivia inputs terminated: materials development and
production, and administrative costs (including salaries for
specielists, technicians, and teachers). The PP reported that
the estimated annual recurrent cost would be $300,000 and
$540,000, respectively, and that these costs accounted for only
0.63% of 1980 MEC expenditures.
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2. Trzininc for Development (511-0584)

This project was programmed to run from 1985 to 1988, and to
be supported by $2.5 million in grant funds. The project is
concerned with addressing the problem that the.lack of policy-
~evel and technical expertise within the GOB has adversely
affected virtually all national policies, especially those
related to the private sector. Indeed, owing to the decline of
the economy in the late 1570s and early 1980s, many highly
trained Bolivians left their country in search of economic
opportunities elsewhere. As a result, Bolivia was "left with a
generation of insufficiently prepared government, labor and
private sector leaders to solve its complex and debilitating
political and economic problems" (USAID/Bolivia, 1985:5).

This shortage of western~oriented, well-trained decision-
makers...has constrained the effectiveness of the GOB
Ministries of Planning, Finance, and Industry and Commerce
and the Central Bank. With the departure of many of their
most capable and experienced employees, GOB ministries have
been characterized by inadequate analysis and understanding
of macro-economic issues. Partly as a result, no lasting
significant economic reform measures have been undertaken by
the present Government (USAID/Bolivia, 1985:6)

The project is aimed at providing U.S.-based training and
seminars to enable increased numbers of GOB officials to develop
their abilities to analyze the Bolivian economy more effec_lvely
and to design macro-economic policies. Also, the project is
providing private sector entrepreneurs with technical and
managerial skills necessary to expand the role of the private
sector in the economy. According to the PP amendment, the
general criteria for the training and the seminars will be

their relevance to the USAID/Bolivia's strategy objectives

f stabilizing the Bolivian economy, strengthening the
country's democratic base, rationalizing the natjion's macro-
economjic policy framework and expandi e_role of the
private sector in the economv (USAID/Bolivia, 1985:8;

emphasis added).

The project's specific training activities will, in turn,
feed into the Mission's overall strategy to preserve democracy

by promoting self-sustaining economic growth and by improv-
ing the well-being of the rural poor through increased small
farmer production, expandad employnent opportunities and
larger real incomes. The NMission's...objectives are to
bring about economic stabilization and...macro-economic
policies which will allow the private sector to play a
larger and more dynamic role...(USAID/Bolivia, 1985:12).
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Purther, the strategy meaintains that

one of the most effective means of...stimulating economic
recovery, once appropriate macro-economic reforms are taken,
is through the nation's private sector. For this reason,
the Mission has been encouraging the development of private
sector enterprises in which Bolivia has a comparative
advantage.... To be able to optimize its participation, the
private sector must have a macro-economic environment
conducive to its development and expansion. At this moment,
partly from the absence of the necessary political stability
and from a lack of expertise within the country at the
policy level, the GOB has not been able to provide that
setting (USAID/Bolivia, 1985:13).

In short, the PP amendment stated, the Training for Develop-
ment project

will further the USAID strategy at the macro-economic and
sectoral levels. By contributing to the human resource base
at the GOB policy=-making level (ministry officials, labor
representatives and members of Congress and their staifs),
the Government will have...the added expertise necessary tc
design a more rational macro-economic framework within which
the nation's privete sector can operate more effectively.
Through training and seminars at more technical levels, the
project will provide business managers, private sector
association leaders and labor officials with the skills
necessary to enable them to be more effective in their
endeavors and to take advantage of opportunities which may
arise through future GOB economic policies and programs
(USZID/Bolivia, 1985:13).

3. fanagement inino =0580

This project was programmed to run from 1585 to 1989, and to
be funded by a grant of $3,827,000. The project's oiLjective
is to establish an independent, private sector training institute
to provide short-term entrepreneurial instruction tec Boliviin
businessmen and women at all levels, from support staff to top
management. The project-supported institute, Instituto para el
Desarrcllo de Empresarios y Administradores (IDEA), is to be
financially self-sufficient by its f£ifth year of operation,
supported by course fees, dues paid into & membership systemn,
income generation by a Service Center, and consulting charges.
The institute has encountered a higher-than-expected demand for
classes and has expanded its course offerings.
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An amendment to the PP estimated that "the expansion would
not impair, and would likely enhance, IDEA's plans for financial
self-sufficiency within five years" (USAID/Belivia, 1986:3). The
PP amendment noted that the project's financial projections "“are
being regularly reviewed as the Project progresses to ensure that
IDZA reaches economic self-sufficiency by August 1990" (USAID/
Bolivia, 1986:3).

This project, currently in the PID stage, is being planned
for the 1988 to 1993 period, with a $10 million grant for the LOP
cost. With the stated objectives of strengthened private sector
institutions, economic development, and more eguitable income
distribution, the project will seek to reduce Bolivia's unemploy-
ment rate that is currently at least 25%. The project's dGesign
is based on studies in a number of developing countries which
have indicated that micro and small enterprises generate a
relatively large number of jobs with relatively little capital.
However, the micro and small enterprise development in Bolivia is
hindered by a number of factors including the lack of appropriate
business training. The project will address these various con-
straints by providing technical assistance, business management
training, credit, and policy research and analysis concerning the
legal impediments to the formation and growth of micro and small
enterprises. In terms of human resources development, the
project's training component will

help enterprise owners and operators to use more
sophisticated management practices, increase efficiency, and
prepare realistic plans for business growth. With such
training, the enterprises will be better eguipped to survive
during downturns in the economy, and will be able to present
themselves successfully to formal financial institutions for
credit (USAID/Bolivia, 1988:16).
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VI. Cpnclusions

Several conclusions may be drawn from this report's review
of the sensitivity of USAID/Bolivia projects to the changing
macro-economic environment in Bolivia over the past two decades.

1. angj acro-Econonmi vironment == Growth to cline

The Bolivian economy experienced a period of economic growth
from the mid-1960s through 1977, at which point a marked
period of economic decline began that was characterized by a
downturn in revenues to state corporations, increasing
deficits, and a growing inability of the Government of
Bolivia (GOB) to meet debt servicing requirements on loans.
(See section II)

2. Trends in Social Indicators

While key social indiceztors (e.g., infant mo*tallty rate)
lmproved during the per.od of econorlc growth and continued
to improve during the r2riod of economic decline, the rate
of improvement during tlie decline period was not much
greater or, in some cases, was even less than the rate of
improvement during the growth period. However, the data do
not provide a ready basis for 1dent1fy1ng the cause of the
reduction in the rate of improvement in key social
indicators during the decline period as compared with the
growth periocd. O0Of course, USAID/Bolivia expenditures on
social services projects (see below) represented only a
small proportion of the total donor support impacting on the
government's capability to deliver social services.

It should be noted that the social indicators for more
recent years were reported by the World Bank to be only
estimates based on projections »f social indicator trends
from earlier years (i.e., the growth period). Thus, the
resulting indicators may paint a brighter picture of
Bolivian social wellbeing during the decline period than
what actually may have been the case. On the other hand, if
these social indicators truly reflect an improvement in
health, education, etc., this improvement may only be a
lagged impact >f expenditures on social services made duiing
the growth period.



€3

Finally, one could argue that social indicators did not
decline with the collapse of Bolivia's economy in the early
1980s because things were bad from the start. The majority
of the country's population lives in the gltiplano, where
social services were and still are highly deficient. Thus,
a large percentage of Bolivia's population never really
received meaningful services from the government and, there-
fore, were not very effected when the government gave up the
pretense or providing them. Over the years, the Belivian
people have come not to rely on their government for
services. For many of them, the way of avoiding economic
risk has been to stay out of the formal economy (i.e.,
remaining subsistence producers). Therefore, when economic
chaos broke out in the early 1980s, the poor suffered much
less than did the better off. (See section III.A)

Crowine Limits on GOB Soci

With the decline in the Bolivian economy that began in 1877~
78, and the accompanying prorlems of a growing deficit and
debt servicing obligations, i . became increasingly difficult
for the GOB to allocate rescu=-ces to delivery of social

services. (See section III.E

Chenginc US2ID/Bolivie Develcoment Strateocv: From Meeting
asic man Needs to Stj at:no Economic Growth

USAID/Bolivia's development strategy for Bolivia changed
over time from an early emphasis on meeting basic human
needs of the rural poor in a target geographic region to the
more recert emphasis on identifying and responding to those
geographic areas (the La Paz-Cochabamba-Santa Cruz Corridor)
offering the greatest opportunities for stimulating econonic
growth and, thereby, increased income and capability to
demand and pay for social services. This shift included a
deemphasis on strengthening the role of the GOB as a direct
provider of social services and an increased emphasis on the
role of the private sector to provide services on a self-
sustaining basis (especially in health). Further, in the
case of some projects during the decline period, the Mission
minimized the regquirements for government commitment of
funding (e.g., required counterpart).
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The increased emphasis that USAID/Bolivia placed on using
non-governmentzl entities as development (or service
delivery) agents reflected, more than anything else, that
the GOB could not be expected to implement or provide
counterpart to any meaningful development effort. "Private
entities offered the only possibility" (personal communica-
tion, former USAID/Bolivia official).

Further, one may gquestion whether USAID/Bolivia's adoption
of a growth-oriented strategy represented a shift from the
Mission's earlier emphasis on meeting "Basic Human Needs."
2 former USAID/Bolivia official noted in this regard that:

We in the Mission would have strongly disagreed. Our

rincipal objectives were very focused on the provision
of basic needs to the poorer segments of the popula-
tion. However, we recognized that these could not be
provided in any substantial way via a welfare-tvpe
approach. Our goal was to deliver services on a self-
sustaining basis through private means (which, in fact,
our own studies indicated was what people did when the
government failed to comply with its promises regarding
services).

In this context, it was pai..icularly import:nt to try
to help people improve their own income eari.ing possi-
bilities; thus the demand-pull strategy. Dcmand-pull
developed as the result of our observations »>f the coca
"industry" (that is, coca producers were very efficient
producers regardless of the absence of gove:nment-
assisted research, extension, .marketing, etc. services;
instead, the existence of a reliable, remunerative
market was sufficient to "pull" productive behavior
fror what were otherwise traditional farmers).

(Section IV)

Finally, the record indicates that USAID/Bolivia's develop-
ment strategy was influenced by a host of considerations
beyond economic factors narrowly defined. These other
factors have included a policy to combat coca production and
trafficking, to provide disaster relief, and to use U.S.
development aid to heold together a nascent democratic
structure. Even as USAID/Bolivia has sought to foster the
growth of democratic institutions, particularly within the
Government of Bolivia, the Mission's development assistance
program, since its reactivation in 1982 following the July
1980 military coup d'etat, has been significantly redirected
away from the government &nd toward greater involvement of
and reliance upon the Bolivian private sector.
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Changing Makeup of USATID/Bolivia Project Portfolio

USaID/Bolivia's evolving development strategy guided changes
in the types of social services projects that made up the
Mission's project portfolio. During the period of economic
growth, Mission social services projects were primarily
aimed at strengthening the GOB's social services delivery
capability, particularly in education, health, and nutri-
tion. However, with the decline in the Bolivian economy,
and an ircreased emphasis placed by AID/W on such issues as
the private sector, cost recovery, and sustainability, the
makeup o:i the Mission's portfolio began to change.

- In education and human resources development, less

emphasis was placed on reorganizing the public sector
educational system that provides primary and secondary
education in the rural areas, and more emphasis was
placed on funding opportunities for Bolivians to
acquire specialized training to enhance their ability
to design more effective macro-economic policies and to
compete in the market place.

(8§}

- In health, less emphasis was placed on building up the
Ministry of Health and outreach strategies dependent on
volunteer health promoters in rural areas, and more
emphasis was placed on testing ways to institutionalize
"self-financing" (i.e., prepayment or fee-for-service)
health delivery systems in the private sector.

- In putrition, less emphasis was placed on the Ministry
of Health distributing supplementary food or providing
nutrition education, and more emphasis was placed on
research on the nutrition situation and developing a
policy environment that would encourage increased food
availability at affordable prices. (See section V)

€. Adequacy of Sensitivity of USAID/Bolivia Social Services

olects t e n =] cro—Eco vironme

It is not clear to what extent the change in the makeup of
USAID/Bolivia social services projects was stimulated by Mission
responsiveness to development policy guidelines emanating from
AID/W, emerging trends in social services delivery, the Mission's
hard analysis of Bolivia's changing economic conditions, or a
combination of these factors.
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The data reviewed in this report suggest that USAID/Bolivia
social services projects were sensitive to the changing macro-
econonic environment. But it is not clear whether the level of
Mission support for development during the decline period was
adecquately sensitive to prevailing economic constraints and
opportunities. &after all, the Mission itself was operating under
budget limitations imposed by AID/W. Further, there may have
been less than optimal coordination of the development activities
of the GOB, USAID/ Bolivia, and other donors.

Further, USAID/Bolivia's activities in social services must
be considered in light of the Mission's development assistance
portfolio and strategy which, in turn, must be considered light
of AID's development assistance policies. In retrospect, a self-
financing approach to primary health care in the private sector
ma2y nov Seem very appropriate as compared with the previous
approach that erroneously assumed that a sustainable primary
health care system could be developed in the public sector by the
Ministry of Health. Yet that earlier approach to improving
health in Bolivia was seen as appropriate given the emphasis by
the GOB, during a period of economic growth, on continuing to
stimulate development through an "import substitution"-lad
approach. Of course, one now sees that such an "import substitu-
tion"~led approach to development was not viable. Thus, one
needs to be careful that less than satisfactory performance in
the social services area is not made a scapegoat for AID's lack-
luster performance in simulating development because of under-
lying shortcomings in the development assistance strategy.

Finally, social services investment does not have the direct
and immediate impact on economic development of potentially more
productive investment alternatives (e.g., agriculture). But this
study suggests that USAID/Bolivia has been involved in & process
of learning how the Mission's projects can effectively assist
Bolivia in improving the country's capability to provide needed
social services on a self-sustaining basis. Thus, the Bolivian
case clarifies that the gquestion is not one of whether USAID/
Bolivia should spend more or less on social services projects but
rather what foirt of development assistance will most effectively
stimulate socia. .ly equitable economic development.



Annex A.
Sector - 1540s-1988 1/

Kev DS = Date Started

DC = Date Completed

S =

OTD =

ETD = Expended to Date (throuc', FYB6 in thousands of §)
Population
0000 PD&S (for studies)
0689 Family Fermation Survey-Fam Ca

ealth

0421 Inst Trans Disease
090S Health Educ Welfare
0305 Oper Health Facilities
0513 Hlth Educ Soc Welf
0911 Occupaticnal Health
0304 Environmental Sanit
0508 Const Hos> Hlth Centr
0910 Operaticn:l Health
0817 Opertl Ocup & Health
0303 Control Swecific Disease
0312 Health Ser Joint FDS
0354 Water Sys:
0482 Inst of Occupation Health
0688 Pub Health Adm Actv
0453 Rural Health Services Delivery (APD)
0452 Mobile Health Program
0479 Rural Water Systems (PVO)
0458 Rural Sanitation
0483 Rural Health Delivery Systems
0425 Rural Potable Water (CARE POG PVO)
056S Self Financing Primary Health Care
0536 San Gabriel Health Project (PVO)
0590 Child Survival Initiation - OPG
0582 Olivia Water & Sanitation
0599 Water and Health Services - OPG
0600 Ntnl Oral Rehydration (ORS Packets)
0603 AIDS Prevention and Control
0601 Child Survival - OPG
0594 Community and Child Health

4/ Source:

€7

DS DE §

67

42
43
43
45
46
46
53
53
53
56
62
63
€3
66
75
76
77
77
79
79
83
83
85
86
86

g8
88
88

€8

69
59
62
58
58
62
57
58
58
62
62
69
69
71
81
79
80
86
80
82
87
84
89S
g8
S0

91
91
g2

0OO0O0O0OO0O0O0O0O0O0O0O000n

¥ o o¥Pry¥ PooOPO0

Status (A = Active, C = Completed, T = Terminated)
Obligated to Date (through FY86 in thousands of §)

oTD

73

706
59
255
53
47
165
25
62
19
27
1706
1065
425
42
80¢€
103
450
4310

305
1100

436
2000
2486

USAID/Bolivia Projects (511-) in the Social Services

73

706
59
255
53
47
165
25
62
19
27
1706
1065
425
42
806
103
450
2603

305
643

AID Project History List (through FY 1986), 9/2/87.
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oo opm
LEr

043¢ School Feeding and Nutrition
0468 National Nutrition Improvement (APD)

Education and Humapn Resources Develcpment

0900 Educ Coop Serv

0308 Indus Educ Project

0309 Rural Education

0311 Commercial Educ

0214 Tech Training Prog

0214 Voc Agr Education

0062 Schcoyl Pub Adm

0043 Labor Training

00923 Tech Training

0210 Imp EE Plan & Inst

0043 Labor Training

0319 Urban Schl Construc

0317 Textbook Publicat

0318 Rural Schol Construc

0356 Education Development

0404 Man Power Develop

0486 Human Resources Development
0487 Human Res. Dev - Ed admin
0751 Educationel Administration
0687 Univ Scholarship

0450 Educa'nal Mgmt & Instruc‘nal Dvlipmnt
0456 Rural Education

0477 Rural Education

04E2 Rural Education II

0580 Managemant Training

0584 Training for Development
0592 Narcotics Education

0596 NMicro-Enterprise Development
0£20 Bilinguel Education

Housing & Urban Development
0725 Housing

0082 Natl Urban Develop Service
0510 Shelter for Low Income Families
0567 Low Cost Shelter thru Private Sctr

68
76

&4
48
48
53
54
54
55
55
56
60
61
62
62
62
63
64
65
65
66
€7
74
75
77
77
85
85
86
88

67
73
79
83

78
82

61
62
65
62
55
61
61
76
58
62
65
64
67
67
71
66
66
66
71
71
81
79
g8l
87
89
89
88
92

71
78
82
£8

RO OO0OCO0O0O0000000000000000

00

OO0

3338 3338
1465 1465
1362 1362
280 280
1017 1017
22 22
14 14
218 218
467 467
1786 1786
< 2

6 6
124 124
800 800
376 376
413 413
229 229
40 40
104 104
14 14
368 368
70 70
9513 9913
4924 760
6075 6075
12129 11082
2700 193
2500 B4
250 0
33 33
6170 6170
164 164
750 495
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annex B. tatistical Annex

The tabtles anéd graphs in this annex were derived ZIrcm
various AID, World Bank, and other sources. &4 list of

sources is being compiled.

Note:
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Eclivia Reai GDP per Copita

195D imerrctiona Prices

- /ﬂf'\‘\
A

e ]
| / \
.1 T d} o
1 :/
LI /
B \ :
0g - =
%\5-5_?2;
Qf--“-.-177'1ﬁ11.11'.'.'l-|lnﬁn7l1.f

19501952 19521252 1955 19601962 19862 1982 191970 1872 1S T2 197E 19TE 198D 1967198

Yer

RGDF per Percent RGDP per Percent
Year capita Change Year capita Change
1850 1004 1968 1174 6.2%
1951 1080 7.6% 1968 1150 1.4%
1e52 106¢ -1.0% 1970 1237 5.9%
1853 ezl -13.8% 171 1272 2.8%
le54 cpo¢c -1.3% 1972 1315 3.4%
1955 S43 3.7% 1€73 1380 {.8%%
1856 E78 -6.9% 1c74 1420 2.9%
1957 874 -0.5% 1975 1485 4.6%
1958 71 -0.3% 1976 1530 3.0%
1959 867 -0.5% 1877 1576 3.0%
1560 BE2 1.7% 1678 1559 -1.1%
1561 ges 1.5% 1€ 7S 1551 -0.5%
1962 026 3.5% 1180 1529 -1.4%
1963 56% 4.4% 4681 146¢ -3.9%
1964 c7¢c 1.2% 1982 1264 -14.0%
19€5 1022 4.4% 1983 1158 -8.3%
1966 1065 4.2% 1984 115¢E -D0.1%
18¢€7 1105 3.8% 1985 10865 -6.0%



Miillen Current Doltare

Bolivio Trode Bglonce
Exoerts imporke ond Diference

i \

——— |

¥

L=

-0 = v ; Y T T T T T T T T T T f

18701871 16T 18T 1972 1875 187E 1677 1978 1972 1980 1911 1982 1967 1954 1985 1988
Yeor
] boorts + imports < Balonce
Export/In Percent

Year Exports Imports Balance Change
1570 211 206.8 5.2

1¢71 209.4 211.8 -2.4 -157.1%
i¢72 23€.5 240.1 -3.6 50.0%
1873 302.% 297 12.5 ~447.2%
1e74 611.3 $74.3 137 ©996.0%
1275 507.7 667.5 -159.8 -216.6%
1876 €650.2 706.9 -56.7 -64.5%
1977 715.7 833.6 -117.9 107.9%
1878 733 1064.5 -331.5 1Bl1.2%
1e79 824.6 1321.6 =397 19.8%
1980 1105.2 1111.6 -6.4 -9B.4%
1981l 1062.2 1525.9 -464.7 7160.9%
1982 963.9 1136.8 -172.% -62.8%
1983 1005.2 1143.3 =138.1 -20.1%
1984 236.5 1110.7 -174.2 26.1%
1985 817.4 10e65.3 -281.9 €61.8%
1986 6oz 174 .8 =4B1.E 70.9%




Niile.n US, Dollars
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1973 1874 1872 1STE 1877 1S7E 187% 1980 1951 1952 198 19&s
Yeor

Budget

Year Deficit

1972 -23.1

1973 0.0

1974 25.0

1875 5.0

1¢76 -15.0

1877 -30.0

1978 -75.0

1979 -170.0

1980 -275.0

1981 ~287.5

1982 -300.0

1983 -417.0

1884 =2772.7



Fearoent

Bolivig External Debt
as ¢ Percart &f GIP

110%

1008 -~

3% = y T T T T | T T T T Y T T
18701671 18T 1873 1874 1975 1878 1677 1972 197 1980 1892 1952 192 1984 1982 1955

Ye=r

Debt as
Year % of GNP
1970 49.8B6%
1971 50.62%
1972 49.41%

1873 54.02%
1974 35.64%
1875 36.47%
1876 40.40%

1977 46.75%
1978 49.28%
1878 47.05%
1980 48.02%
1981 45.29%
1982 53.03%
1983 58.18%
1984 36.06%
1985 67.75%
1986 109.09%
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Hillen U2 Dafllare

i

B

f B R

B A

),
y
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T2 1872 1874 1675 1976 1677 1872 1979 1980 1981 19£2 1983 1952 1985

Yax

Debt
Year Service
1970 23.5
1571 33.98
1972 44.46
1973 54.94
1974 65.42
1975 75.9

1976 118.8
1977 161.7
1978 204.6
1979 247.5
1980  290.4
1961  2B81.3
1982 287.1
1983 283.7
1984 320.7
1985  214.4
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olivic Government Expenditures

Tond ond Sosial Services
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1872 1872 1875 1875 187€ 18.. 1876 1878 1980 1981 192> 1957 198¢

D Tad + Saso| Services

Gevt Exp. Soc Services

1572 8.82%

1273 8.20% 3.87%
1974 9.76% 4.38%
1975 10.21% 4.86%
1976 11.11% 5.29%
1877 10.97% 5.11%
1878 11.51% 5.89%
1879 11.86% 6.28%
1580 13.92% 6.00%
1981 13.13% 4.87%
1982 5.53% 3.97%
1983 7.14% 5.44%

1584 31.48% 6.10%
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Bolivic Government Expenditures
59353 Services

7O%

acn

e

Friceant of Tolol Expenditure

] I 1 | I L -l 1 1 1 .
187X 1874 1875 187&€ 1877 1875 1873 1980 1981 192 983X 1988

Yacr

Soc Services
Year as % of Total

1873 £42.03%
1874 £44.88%
1975 47.54%
1876 47.61%
1877 46.62%
1878 51.19%
1579 52.94%
1980 £43.11%
1981 37.06%
1982 71.89%
1983 76.20%

1984 19.39%
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Belivia A.lLD. Expenditures
Losns and Gronte in Soczio! Senices
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1872 1980 1881 1982 19E£3 1984 1985 1985 1987 198° 1985

Yecr
8} Losre + Grants

Soc Serv Soc Serv

Year Loans Grants
1979 8.725 2.9
1980 4.9 2.791
1981 6 1.847
1982 0.4 1.408
1983 3.788 1.968
1984 3.5 2.315
1985 6.3 3.119
1986 2.215 . 1.507
1987 o] 4.893
1988 0 7.38

1989 0 8.304
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Bolivia A..D. Expendiiures
Sasio! Services

1€7e

T 1 y T T ] T
1880 1981 1922 1823 1984 1925 1885

Yer

Soc Serv
Year as % Expend

1879 25.61%
1980 22.11%
1981 37.03%
1982 34.01%
1983 25.95%
1984 22.43%
1985 15.21%
1986 17.63%
1987 17.58%
1988 15.40%

1989 14.60%

T
1957




Official Assistance By Donor

1w

Japan U.S.S.R. E. Eur. Other
2.6 0 0] 6.4
7.6 0 15 15

14.4 0] 0] 13.87

21.9 0 0] 18.3

15.2 0 15 l18.6

31.3 0 0] i5.8

29.¢ 2 0] 18.2

35.6 70 10 29.¢
2 10
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