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MARKET TOWN CAFITAL FORMATION FROJECT
Froject Number B11--G573 MAR YO 4 Y

By cable of February 12, 1988 USAID/LA Faz proposed the

following Scope of Work (SOW) in conmection with the analysis of
the Market Town Capital Formatiorn Froject (MTCF):

"Conduct a detailed analysis of self-sufficiency
designed projects in the Frivate Sector portfolio in
order to identify potential problems of under
performance in meeting self-financing qoals. The
financial analyst should examine performance to date in
meeting these requirements and recommend actions that
need to be instituted to correct perceived problems.”

BACKGROUND

The Market Town Froject, authorized in July of 19884, is
follow—-on assistance program toc two previous AID funded projects
referred to &as the Rural Development Flanning Froject(RDF) and
the Departmental Development Corporaticons Froject. Frior to AID
involvement Departmental Development Corporations (DDCs) had
been established by the Government of HBolivia (GOE) in each of
the country’'s nine departments to promote urban and rural
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development. The two AID projects provided grant and loan
assistance to improve DDC capacities in planning and promoting
development activities and to refinance private sector

investments identified and developed by the DDCe. Roth projects
were suspended in 1980, but reactivated in 1983, to focus on the
promotion of private sector investment in productive
agro—industrial enterprises.

In 1984 the concept of the Unidades Crediticio—-Financieras
(UCFs) was approved. Theses new entities were established
within the DDCs as semi—-autonomous counterparts to the DDC
investment planning and promotional offices, and were created
especially to help channel the loan resources of the DDC project
to Intermediary Credit Institutions (ICls), the final lenders
under the DDC Froject. To date eight UCFs have been
established.

An  evaluation of the RDF/DDC projects concluded that a future
project should strengthen the UCFs, more fully utilize the
capacity of partcipating ICls, and concentrate on financing and
implementing sub-projectse in rural areas by further developing
cooperaticn among the UCFs, ICIs, and investors. The MTCF
Froject is the outgrowth of the recommendaticons of the
evaulation team.



The MTCF Freoject budget totals $41.% million. Of AlD loan funds
$14.53 million is provided for investment financing purposes. The
GOE  was to provide $6.3% wmillion from FL-480  funde and the
Frivated Sector was projected to provide $16.5% Million for
nvestment financing purposes. The balance of #$4.4 million
includes 3.9 millionm in USAID Grant funds primarily  for
Technical Assistance, Training, and Froject Support Coste.
(Support Costs were to establish and maintain the Froject
Cantral Unit (FPCU) whose functieon is te coordinate and superviee
the investment financing activities of the WUCFe). The remaining
$.9 million representsz %$.% million for contingencies and %.4
million from GOR for Froject support costs.

In addition to the $14.% million provided by AID and $6.3%
million from the GOR, & further $5 million was to be contributed
from the Frivate Agricultural Froducer Organization FProject

(FAFO) . Total new funde available for financing investments
was therefore projected te be $26 million. fAs a follow-on
project to the DDC project the DDC loan portfolioc of $17.4
million {subsequently reduced to $13.4 wmillion) would be
transferred tee the MTCF Froject to he availlable for new
investment a&as the old portfolioco was liquidated. @A total of
$43.4 million was to hbe available from &1l sources  for

investment purposes as follows:

Market Town Froject $21.0 million

DDC leoan portfoclio 17.4 willion

FAFQC .0 milliofn
$43.4

Central to the success and 1long term wviability of the MCTF
Froject 1is the means by which the operating costs of the UCFs
and the FCU are covered. As noted above, the start—up and
operating esxpenses of the FPCU a&are provided by Froject grant
funds. This subsidy will, however, cease at the end of F/Y 19879
at which time the FCU was projected to be self-supporting. The
UCFs are subsidized by the respective DDCs, with such assistance
expected to continue through the end of the project in 1991.

In accordance with the terms of the FPraject Faper the UFCs and
the FCU were projected to become self-supporting throuaoh inmcome
generated from the investment portfolio. From the interest
earned from the sub-projects the ICIs were projected to recieve
5%, the UCFs 3%, and the CPU 1%, with the balance going to the
Capital Fund for relending. {(The UCF and FCU participation was
subsequently changed to 2.6% and 1.4% respectively).

(] recent analysis undertaken by the Mission and the FCU
concluded that the Froject is not progressing &t the pace
originally anticipated, particularly in the area of sub-project
loan placements, This has the effect of limiting the "spread"
income avallable to the UCFs and the CPU thus delaying the point
at which the UCFe and the PCU will reach the point of
self-financing.
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In accordance with the original S0W, the primary purpose of this
analyeie 1is to identify potential problems of under performance
in meeting self-financing goals.

CONCLUSIONS AND RECOMMENDATIONS:

The primary conclusion of thie analysis, and that of the
FCU/AID, 1is that performance through December 31, 1987 has not
achieved the interim goals as set forth inm the Froject Faper,
with particular reference to the investment component. The mast
obvious 1indication of under-performance is the actual total of
sub-project placements of %$14.9 million as compared with
projected placements of $22.8 million, & short-fall of 3I54.

As & result of a smaller than anticipated loan portfolio it will
be necessary for the various participants in the Froject to
increase Froject promotion at the UCF/ICI level in order to
substantially expand the sub-project lgan portfolio. Such
promotion would be designed to increase the flow of spread
income to the DCFs and the FCU to achieve self-financing, and,
at the <ame time, to further project goals of rural and
sub—-urban development in Bolivia

In order to achieve these goals the following recommendaticns
are presented for consideration by the Miseion and the FCU:

1. That the FCU, together with the UCFs undertake an
analysis of current and potential ICIs to determine the
attitude of the banks with reference to any problems which
may be limiting ICI participation, including potential
profitability.

2. That the FCU undertake an _analysis, similar the No. 1., in
order_ to determine the capabilities of each of the UCFs.

3. That the FCU make every effort to have DDC loan _accounts
reconciled in order that the portfolio be transferred and
the Froject projections justified.

4. That, in the interests of simplying sub—-project policy
quidelines, the FCU review in detail the restricted elements
included in _the attached AID/FPCU analysis against the
appropriate AID Handbooks.

5. That AID proceed with an insitutional analvesis of the
MTCF _Froject csimilar to the financial analysis rnow being
undertaken.




&. That the FCU review the interest spread structure on &
continuing basis, not only in recognition of a potential
drop in  general interest rates, but alsgo with a view to
adjusting the rates where project volume may be providing
the UCFs and the FPCU with income far in _excess of operating
costs,

7. That, in wview of the analyses suggested above and the
remaining uncertainties concerning the future progress of
the FProject, the Mission consider advancing the date of the
interim evaluation to sometime within the next several
monthe.




FEY IS3UES ADDRESSED

I. In order to address the i1mmediate concerns of the Mission
with regard to self-sustainability and the near—-term financial
viability of the MTCF Froject the recently completed analysis
carvried out by the FCU/AID was reviewed as follows:

Comment:

The purpose of the analyzis under review (Attachment 1) ise to
compare the present status of the MTCF Froject with Froject
Faper projections and to present certain alternatives to those
projections which might better accomplish project goals on both
& short and long term basis.

The primary conclusion  of the analysis is  that performance
through December 31, 1987 has rnot achieved the interim goals as
set forth in the Froject Faper, with particular reference to the
investment component. The mast obvious indication of
under—performance i  the actual total of sub—-proiect placements
at vear—end 1987 of $14.9 millicn as compared with projected
placements of $22.8 million, a short—-fall af Ky Thise
short-fall, \in itself, 1s the key to the potentisl problem of
UCF/FCU  inability to cover operating expenses and to becaome
self-sufficient when subsidies are scheduled to end in 1991 and
1989 respectively.

Although there &are & number of reasons for under—performance,
some of which concern policy and institutional considerations,
the single most important issue was the time reguired for
intitial Froject implementation. Recorde indicate that although
the Froject Authorization was signed in July of 1986, no Market
Town funds were disbursed until UOctober of 1987. The interim
period was used, presumably to establieh the FCU, hire staff,
and to retain the team of outside consultants. The fault lies
somewhat with & FProject Faper that was optimistic to an extreme
in its first vyear projections. It would appear. however, that
initial implementation should have been accomplished in &
shorter period than was, in fact, the case

It appears, however, that the Mission and the FCU have become
aware of the lack of progress in the Froject and a sense of
urgency is evident in the stepped—-up efforts to complete
implementation and to put the Project back on track.



Other 1indications of undetr-performance, as noted in the FCU/ALD
arnalysis are as Tollows:
1. Flacement of DDC fundse were projected to be $17.4
million by year-end 17286 but reached only %13.4 million
by December 31, 1987.
2. Sub-projects funded from MICF were projected to be
$6.5 million for 1287 versus actual placements of $1.5
million. '
3. Reflows Tfrom DDC placements at the end of 1987 were
appraximately S04 of the %1 million anticipated.

AN extended implementation period was, undoubtedly, responsible
for limited use of MTCF Froject funds but the shortfall in the
placement and collection of DDC funds raises other questions
with tregatrd to otriginal Froject Faper assumptions.

In response to under—-performance the AID/FCU analysis proposes
alternative scenarios to move the project toward meeting short
and long term goals. The alternativee are set forth in a series
of tables using certain variables that atre designed 1o
demonstrate when the FCU and UCFs will become self-sustaining.

The resultse of these alterrnative scenarios indicate that the FCU
shows & consistent surplus throughout the period under analysis
while the most optimistic projections for the UCFs indicate 1991
as the first vyear where operating costse will be covered by
interest spread income. However, a review of the tables
illustrating the various alternatives include calculations that
do not support certain Froject Faper assumptions that are still
presumed to be valid. These calculations, when adiusted, will
change the conclusions concetrning Uucr/7rCuU potential
profitability. The inconsistancies are as follows:

. The 1illustrative tables per Attachment I show an
annual operating deficit for the UCFs which is carried
forward each vyear, thus creating an accumulated lass
which must be liguidated to reach & break-even point.
If the assumption that the DDCs will continue to cover
UCF losses through 1991 remains valid the annual
deficit should not be carried over each year.

. For the FCU the tables include spread income as a
surplus in recognition of the fact that actual
operating costs are 100% covered by AID grant fundes.
These surpluses are carried foward annually through
1989. However., the spread due to the CPU for the first
three vyears of the Froject is to be contributed to the
Capital Fund in accordance with the terms of the
Froject Faper.
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(&) new table has been developed using many of the same
assumptions included in  the FCU/AID analysis with regard to
"spread” interest earned, portfolio goale, etc. FCU expenses and

spread interest earned have been adjusted. The carry-over of the
annual loss for the UCFs has been deleted as has the carry-—-aover
of the annual surplus of the FCU. As indicated above, thecse
adjustments will make a significant change in the point at which
the UWCFs and FCU will become self-fimancing as follows:

1. The operating expenses of the UCFs will be entirely
covered by interest earned during the second half of
1990 at which time DDC subesidies will no longer be
necessary.

2. O an annual basis interest spread income in 1990
will also put the FCU on a self-sustaining basis
without further grant ascistamce fTrom A1D.

A major element toward meeting these goals is the rnew sub
project projectionse and the resulting total loan portfolioc from
which spread interest earned 1s calculated. The bhasic
assumptian is that new sub—-projects totalling $6.5 million will
be approved and disbursed in each gf the vears from 1988 through

and including 1990. In addition, it is projected that reflows
from the DDC portfolic in  the amount of $1.2 million, $2.0
million, and $3.0 will be reloaned as per attachment Il to

achieve a taotal ocutstanding loan portfolioc of $29.% milliaon at
vear—end 1989 and 37 million at vear—end 1970. At this level of
lending interest spread income will be sufficient for both the
FCU and the UCFs to become self-sufficient as A/ID grant
assistance and DDC support is scheduled to end.

Experience to date indicates that new loans of $&6.5 in 1988 and
198% plus the the re-lending of substantial reflows as indicated
above is & goal that may be difficult to achieve. However, if
such a goal cannot be achieved it will be necessary to find
other sources to support the PCU. (The UCFs will continue to be
subsidized by the DDCs until 1991)

The following table, together with the explanatary notes and
assumptions, will substantiate the above commentary. It should
be emphasized that, in addition to the volume of new sub-
projects required to reach Froject goals, it is assumed that the
entire progtam will run smocothly and 1in  accordance with
established operating procedures.
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In developing the projections included in the attached Table the
aperating expenses of the UCFe and the FCU are the constant.
From that point the sire of the sub—-praoject locan partfolio
nececssary to generate sufficient spread income ta support those
aperating expenses was calculated.

Additional assumptions and explanatory notes are as follows:

A A total loan portfolic of $22 million at year—-end 1988
and $29.5 million at year-end 1789 will be required to
generate sufficient spread income to the FCU and UCFs
in order to achieve self-sufficiency.

E. Loan portfolio losses would be:
DDC: . IO%
MTCF : S%
Reloaned Reflows: oL
c. New MTCF sub—-projects lcocans (millions) as follows:
1788 1985 1270 1791
MTCF: $&6.5 4.5 .5 L5
DDC: 1.2 2.0 3.0 4.4
7.7 8.5 .5 4.9
D. Section D of the accompanying chart indicates the

distribution of the 8% interest spread remaining after
the 5% retained by the ICIs. 2.6% and 1.4% are paid to
the UCFe and FCU respectiviely, with the balance psid
into the Capital Fund. It should be noted that the
spread income due to the FCU is paid into the Capital
Furid during the period in which PCU operating expenses
are covered by AID grant funds.

E. Section I reflects the break-even point of the UCFs
based on spread income. The DDCs are, however,
commited to subsidising the UCFs through the end of
1991, should it be necessary to do so.

F. Section II illustrates the break-even point for the FCU
reflecting the end of major AID grant support at
vear—end 198%7. The AID support in 1990 and 1991 are

the costs of the Project Director funded from grant
funds through the end of the Froject and is a separate
line item.
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FROBLEMS AND CONSTRAINTS

After approximately 18 months the Market Town Froject is
significarntly behind schedule, with particular reference to
sub-project activity. Considerable effort will be necessary to
put the Froject on track to the extent that the FCU and the UCF=s
will become self-supporting. There are, however, & number of
problems and constraints which must be addressed, as follows:

l. Role of the ICls

Afs  the final supplier of funde to the sub—project boarrower
the ICI is probably the most important element within the
process, as no other entity can presently assume the direct
lending role. In view of e:xperience to date it would appear
that there has been some reluctance on the part of the ICIg
to particiapate acitively 1in the Program. This may be
attributed to 1lack of edxperience or interest in developing
the expertise necessary to long term project financing, the
perception that the spread available is insufficient, or &
lack of familiarity with the program.

In commenting on  the ICIs interest in participating in the
Frogram it should be pointed out that, a&s the procedure is
currently structured, the ICIs are taking the exchange risk
in their loan operations which has significant implications
with respect to profitabilaity. Should current ligquidity
problems be resolved 1in the neat+r future the ICIs would
presumably revert to their traditional banking operations.

Recommendatian: That the FCU, together with the UCFs
undertake an analveis of current and potential ICIs to
determine the attitude of the banks with reference to any
problems which may be limiting ICI participation, including
potential profitability. Usimng the information thus
gathered & promotional effort should be undertaken to market
the program to the ICIs. A similar effort has already been
undertaken in this direction with little or no success.
Nevertheless, such efforts will have to be continued since
lack of participation by the ICIs will prevent the Froject
from moving forward as it is now structured. The role of
ICIs is particularly sigrnificant in  that one of the
Froject’'s primary qgoals is to develop and expand the project
capabilities of the commercial banks.
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2. Role of the UCFs
fAssigned the investment promotion and development
responsibility within the Frogram, the UCFe have a role

almost equal to that of the ICls. The degree to which the
UCFs perform that responsibility will have a significant
effect on reaching Froject goals. At this point there seems
to be some concetrn on the part of Mission and FCU staff as
to the real effectiveness of the UCFe.

Recommendation: That the PCU undertake an_analysis, similar
tc No. 1, in order to determine the capabilitieg of each of
the UCFs. Because of different development potential within
each of the nine Departments the UCFs have varying degrees
of expertise and potential. With sufficient information on
hand the FCU will be in & better position to determine what
steps must be taken to ensure that the Frogram is being
marketed effectively through the UCFs. As with the ICIs, the
Froject cannot move forward without successful pramotion.

The analyses referred to above imply more than & one-time
effort to ensure full understanding of the institutional
constraints the Froject must address. An ongoing sense of
coaperation between the CFU, UCFs and the ICIs will be
essential to the success of the Froject.

3. DDC Sub-Froject Loan Fortfolio

One of the elements of the MTCF FProject includes the
transfer of the DDC loan portfolio to the new Froject. To
date this transfer has not taken place and there i1s some
concern as to the value and collectability of the portfolio.
Due to the wide fluctuations in rates of exchange in 1984
and 1985, and the resulting confusion it appears that the
accounting records of the DDCs do not reconcile with those
of the FCU. For this reason one of the assumptions of
Attachment III is that a full 304 of the DDC portfolio will
have to be written off. Although this figure may be
excessive it was thought best to take a pessimistic view
until such time as the situation is regularized. The
importance of this situation is demonstrated by the fact
that Project projections include relending of DDC 1loan
repayments in order to reach portfolio goals. Should reflow
figures be ipaccurate total portfolio figures will also be
inaccurate
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Recommendation: That the FCU make every effort ta have DDC
loan accounts reconciled in  order that the portfeolioc ke
transferred and the Froject projections  jusetified. it

should alsoc be noted that from a technical standpeoint
current reflows of the DDC portfolio are not subiect to the

same restrictiocns as new loans funded fraom the MTCF
Froject. Although this is & temporary technmicality it will
nat be corvrected until such time a=s the Capital Fund is

formally established.

4., Sub-Froject Limitations

In accordance with standard USAID requlations there are a
number of restrictions placed on the type of sub-lcans which
can be funded under any USAID project. This includes, among
other things, financing wmilitary eqgquipment and products
considered to be detrimental to the environment. The MTCF
Froject, however , also includes & number of other
sub-project puwrposes that are considered to be restricted,
if not totally prohibited. While these limitations may be
perfectly wvalid in terme of AID regulations they do add to
those elements of the Froject which tend to limit ICI
participation

Recommendation: That, in  the interests  of simplying
sub-project policy guidelines, the FCU review in detail the
restricted elements included in the attached AID/FCU

analysis against the appropriate AID Handbooks. Where valid
restrictions exist some notation should be 1i1ncluded to
indicate under what conditions exception to the regulations
may be approved.

5. Institutional Considerations

Although this &analysis 1is limited by the S50W to financial
considerations there are several institutional situations
that have, at least. the potential for impeding the
efficient progresz of the FProject. This refers primarily to
the number of different entities involved in administering,
controling, and monitoring the Froject.

Recommendation: That AID proceed with an  insitutional
analysis of the MTCF Froject similar tc the financial
analysis now  being undertaken. #Although the Froject Faper
does not call for an evaluation until the mid-point of the
Froject the Mission may wish to arrange for an evaluation in
the near future to facilitate & possible restructuring of
the Froject.
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&. Interest Spreads

Although  this analysis 1s directed primarily to short term
considerations affecting progress of the MTCF Froject, it ie
necessary to review the role of interest rate spreads as
they relate to sub-project operating procedures. One of the
constraints referred to above discusses profitability as one
of the elements of ICI participation. It has been suggested
that one of the adjustments that might ke made to the
Froject would be increasing the 3% spread currently pavable
to the ICIs. Such an adjustment would, however, reduce the
amount of the spread that would accrue to the Capital Fund
and thus would eventually endanger the capitalization of the
Froject in the event of a drop in aever-all interest rates=s.

Recommendation: That the FCU review the interest spread
structure on & continuing basis, not only in recognition of
& potential drop in general interest rates, but also with a
view to a&djusting the rates where project volume may be
providing the UCFs and the FCU with income far in excess of
operating costs. Although  not specifically so stated, it
would appear that income in esxcess of coste would acorue Lo
the Capital Fund, at least inm the case of the FPCU.

I1. This section of the analysis refers the Credit Operating
Manual. Comments and recommended adjijustments are az follows:

Comment:

The purpose of the Credit QOperating Manual (Attachment I1) is to
provide the FCU, UCF=s, and the ICIs with the basic guidelines
for the operation of the MTCF financing facilities. A review of
the Manual indicates that it does, for the most part, provide
the participating organizations with sufficient information.
The following additions and adjustments are recommended:

The introduction to the Manual refers to the sources of
funding available to the Frogram but does not mention the %5
million from the Frivate Agricultural Producers Organization
FProject (FAFO). To date it is unclear as to whether these
funds will be available. This situation should be resolved
and the necessary adjustment, if any, should be wmade before
the Manual is finalized.
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Faraqraph Il Ay indicates the UCFse are to "undertake
activities relative to evaluation, approval, control, and.
follow—up. ...... af sub-projecte”. Reference to the approval
furmction should be clearly stated as approval of eligibility
in accordance with project guidelines and does not imply

appraval of credit rvisk which is the responsibility of the
ICIs

Faragraph II1, R, should include a etatement to the effect
that the ICIs bear the credit riek for &ll sub-proajects and
are responsible for scheduled capital and interest pavments
to the Capitxl Fund i the event the sub-borrower fails to
meet his committment. Thies will ensure that the ICls will
properly perform their collection responcsibilities.

i

Faragraph I1, D, enumerates the financial respaonsibilities
of the Unidad de Conmtrol y Coordinacion de Froyvectos (UCCF),
& unit of the Ministry of Finance. It appears to be both
inefficient and unnecescary to have the participation of the
UCCF and it is recommended that the necessary steps be taken
to have the functicon of thie unit transferred to the FCU.

Faragraph 11, F, refers to the requirement that AID approve
any sub-projects in  excesse of  $500,000, This should be
adjusted to indicate AID review of such projects from a
policy standpoint., as reqgired by the Frolect Faper, to avoid
the implication of credit risk approval.

Faraqraph 11, F. should &lso include the role of the A&ID
Froject Director as liaison between the Missionm and the FCU.

Faragraph ITI, B, discusses the regional/geographical
limitations of the project. The Froject Faper specifically
excludes Froject assistance to the cities of aFaz,
Cochabamba, and Santa Cruz. Using the legal borders of
these cities to determine eligibility rather than the
effective economic area may not be in accordance with

" Froject goals which emphasize development in the rural and

sub—urban areas. The decision to expand areas elligible for
FPraoject assistance is, however, subject to interpretation by

Faragraph IV, @A, refers to the eligibility of working

capital loanes when such loans are associated with
additional investment in "activos” that will add to, or
improve production. fAc working capital is usually referred
to as funds trequired to purchase raw materials or to meet
overhead expenses, financing "actives" isplies financing
fixed assets, which are not rnarmally interpreted as working
capital reguirements. It is recommended that this point be

further clarified in order to avoid future problems of
interpretation.
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Faragraph IV, B, that the project will consider financing up Lo
Q0% of the requirementz of & sub-project, with the borrower
providing 10%, either from his own resources o fraom funds
borrowed from & financial institution. This latter percentage
is to be increased progressively to 284 Fresumably this means
the sub-project criteria will change at an indeterminate time in
the future rather than requiring an existing sub-borrower to
increase his equity in & sub—-project. The statement is,
however, unclear and should be clarified.

It should &lso be noted with reference to Faragrah IV, B, that

the Froject, in considering sub—-projects with no equity
participation by the borrower, is entering the high rishk area of
venture capital finance. This type of finmancing is normally

charactarized by taking a&an equity position in the project with
the potential of very high retuwn as & trade—-aoff for very high
risk.

Faragraph IV, E . diecusses the foreign exchange aspects of
sub-prcject financing and should clearly define the procedure by
which currency conversion 1 effected at the time a loan is
granted and at the time 1t 1 repaid, including each
ammotrtization and interest payment. It 1 recommended that all
documentation ke reviewed to ensure that the borrower is aware
that he i financially tesponsible for curvrency fluctuations.
The ICIs should be equally aware of their risk in the event &
sub—kborvrowetr does not meet his commitments.

Faragraph IV, 5, refers to the rate of interest being variable.
The circumstances under which the rate will wvary should be
stipulated and whether or not existing loans might be subject to
interest rate adiustment.

Faragraph IV, H, sets forth the distribution of the interest
currently applied to sub-projects. The qguidelines specify the
percentages due to the ICIs, UCFs, and the CPU, with the balance
being applied to the Capital Fund. These funds are provided to
the - UCFs and the FCU to cover operating e)xpenses and to provide
eventual self-sufficiency. What remains unclear, however, is
the disposition of interest when funds due to these units far
exceed their operating cost requirements. In the case of the
FCU operating expenses are subject to AID review and when the
FCU achieves self-sufficiency excess spread income can be
returned to the Capital Fund. However, neither AID nor the FCU
have & similar right to inspect the accounting records of the
UCFs with the result that operating expenses at the UCFs could
expand to meet interest income.
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It is suqges ted therefore that AIDAUCF  anvestigete the
possibility of obtaining the right to audit the financial
records of the UCFe or, as an a&alternative, request  the

assilstance of the DDCe in determining at whal income level the
interest rate spread to the UCFs will be subject to adiustment.

In the wmeantime 1t is recommended that Faragraph IV, H, be
amended to clearly reflect the possible adjustment to interest
rate spreads as the situwation requires.

Faragraph IV, I, indicates that, in addition to the applicable
rate of interest, 1% will be charged to the =z=ub-borrower to be
placed in a Guarantee Fund administered by the MTCF Froject.
How this Fund is to he operated ie not espelled cut in terms of
whern and by whom & claim can be made against the Fund. If this
is the subject of a separate document & summary should be
include in the 0Operating Guide. Otherwise, & procedure should
be developed and included in the Guide in order that potential
ICI lenders will become aware of the benefitse of a guarantee
pragram.

Faragraph V., 2. discusses the credit approval process by the
ICI=. In a&addition to the listed documentation reqguired for
presentation to the ICIe by the sub-borrower should be =
statement to the effect that the ICI may reguire additional
documentation or informaticn consistent with their own credit
criterix.

Faragraph Y, A3, 1is concerned with the approval process within
the program. Reference to "refinanciamiento" is used throughout
the Frogram description,. The MTCF Frogiram is not, in fact a
refinancing program. If the 1IClse were sub—-project lending
facilities with their own funds and subsequently requesting to
have that loan refinanced under the terms of the Froject then
the terminclogy would be accurate. Under existing procedures
the ICIs are merely using the Froject as ann alternative souwrce
of lending funds and the correct term would refer to a program
for "financiamiento'.

The terms of the "Carta de Credito y Garantia" referred to in
Letter a.iv of the same paragraph should be clarified as to the
basic terms and commitment included in that document.

As  several issues relative to the implementation of the MTCF
Froject have not vyet been finalized the Operating Guide zhould
include a statement to the effect that the Guide is subject to
amerndment as conditions require and which will affect Froject
operating procedures.
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cicrt cteps fo otimudote rrivete cavinges and inwvestment critical
= coonecmic recovert, 2s well ag doukt smout sdhether thisc covernment
or itz nueccessor will stav the free-market orientod course,
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i
After a rgoiocurocus rethodolooy of Jdocument roview,
interviesrs, coonmic ankd financial data collecticon, and direct
I

interaction with rrivate sector association leaders, the '‘ission mas

B )

~orclixied that +he lack of reaninaful cconamic rolicy -iialogue “otueen

~overnmenital cuthorities an?d on institutionally ctrona wrivate sector

-

Ul
”

y Sicnilicant

Hindrance to econaric crovth and “evelomment.  Trur
~zehleme inhuhit the develcrment of a rproductive nmublic-rrivate nector
“ialocue on criticel ecoromic izsues. First, existing  channels o€
carmunication fotween the covernment and private sacter are ad heg,
“racgmented, and infreauentlv usued, resulting in econanic policies
‘hich have rot xeen desicned with adecuate consultaticn with husiness
leaders., Tecondd, the wrivate sector is at a sericus disadvantace
vis—a-vis the coverrment in analyzing economic rolicy measures o in
formilating policy octicns. For exammle, the GOR is supported btv

ITAPE (vhich receives IGAID finding), hut no counterpart economic
amalvsis unit exists within the crganizad private secter. Third,
vrivate sectcr associations are generally weak, lacking leadership,

technical staff, memberchio services, and £inancial resources to Maild

cansensus vithin the private sector (as well as to deepen and xroaden
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' adiove ciemificant immrovermenst I the ~alicr ord
semilatory cnwvirorment, the oreanined nrivate cector ot onlsr teedls o

g ale to “rame welicvy vositions, ut oommamicate them e ffectivelr,

Tacged on this omalveis, o three-vear Private Cector Tolicy
“ialomue Projoct hac teen desianed vhich atterms sirmltanecusly to
~trengthen selected rrivate sector sssociations and to engace i an
sctive rroaranm of yxclicy raesearch, carmmnicaticn and advocacy. The
strateaic thrusts of this ~roject ares 1) to huild conesensus within
e rrivate sector on rolicy reform issues; (7)) to strengthen the

clicy =malvsic and comunications caracities of the rrivate cecter;

stronctinning of rrivate soctor oroanizotions,

“hailr —enershin tases

tihrout the orovicizn of
Core and ottar carvices

e Proiect will have tio components: molicy reform axd

institutiomal strencthenine.

e nolicy reform comonent will

s
zsictonee

include three activities.
A1l e rrovided to selactad vrivate zector asscociatians

frmom, Mhanbers of Santa Cruz ory]l Cochabamima) in defining the »rivate

cufe
zector 's econanic molicy acenda, primarilv throcuch a erefully

structerad rrooram of cenferences, seminars,
“roject will also assist in the creation of a rrivate sector capacity
o research and Aanalvze vrolicy

~
——a o

reaninful Sehate with the GCT, hv supporting the establisihment of
soonomic pelicy wnits in key private sector asscciations., Finally,

an! ror¥%sho *e

icsues, therekrr emabling it to encaae

the Project will help the rrivate sector cevelop the commmications

ard advocacy skille required to achieve private sector consensus and
lohhw these rositions effectively.

The instituticnal strengthenina camanent of the Project will

assist associations l!".p!’OVP in such areas as orcranlzatloml DXOCess

iyl rehagerment, strategic planning, membership services amd camreims,

information cystems, cammications, and econamic amalvsis. ~his
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19) quos! rivate “ecter Oroanizatiins
Yonce arxsy ofFf fdormal ~rivate secter mTrourg aX1st Cn
1 3 ege - - . e 4 - e
~livia, rancirnm Trom A ‘usiness confodnration £ zeverzl cmall

. - . - . et s
o1 Srodueers Aacsociaticne.  Civen Hhe C1visicn ofn o tee

L

vrivate cector ints o fav laree fhnilv grouns o omanes cmall

‘msinesses, it i hardly surmprising that these Trourc have lifferent
intereets and needs. Towever, moct of these crganizaticns share 2
~aber of coron trhints: they are cenerally nocrly funded and
=taffed, unable to rreovide their members with basic services, and
incamahle of formilating and advocating rolicy rositions refcre the
~overnment,

Porrapc the largest aryd smost influentizl haciness
~ooociation st Shie roticral loel is the Confederacidn e Trmresarics
“rivados Je Tolivia (CTPR). “he CTPR, famded in 1947, is corpoest of
rrentv-siv merber crgenizations, seven of vhiich are federations of
‘ucinessmen from Dolivia's demartments. st cf the country's srivate
nroductive and cervice sectors are repregented v the CIPE; rembers
include the Chamber of Camerce, the chamber of Industry, the Hanking
rssociation, the rational !'ining Chamber, the Censtructicn hamber,
and cthers. (See attached list of CFPR members.) The CTPR's aoals
are to represent the rrivate secter in nationmal policy-making, and to
~rovide informatin and other lusiness services to its members. At
nresent, it is attemmting to focus on the need for a new investment
law, the problems of small rroducers, non-trxiiticnal export
rramotion, and rnrivate sector participation in dialocue in rlanning

for economic reactivation. Althouch the CFPB has ro economic studies

REST AVALLARLF CCFY
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~rexmtn,
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T, The Trivnto “octor nd Trivate Tector Associnticis

e irivata Tector

~olivia's rivate SeCtor is weak, cven w2 Tatin “rmerican
Thandards,  Tre oabdination ¢€ an aeconmically mrodominant ond

wterizlictic etate dth o traditional, risk aversce entrovreneurial

~laes yerardnd the Cevelorwment of acgressive wsiness crours e

‘ormal wrivate cecter oconsicte of 2 faw larce creurs with interlocking

a2 aad

interests in taniting, commerce, —ining, and industry, and 2 oreat —anv

srall investors/entrepreneurs, particularly in acriculture but alse in

| % €orestrv, artisanry, ané minine,
i
%

™uring the 1970s, the Dolivian private sector vas an
irmortont sauree of investment, accountine for almost 45% of fixed

capital “ormation. ‘“‘ovever, .uring the turbulent 1722-85 period, the

rrivate sector hecgan to divest in a major wvav. Irice <disterticns, the
o35 of Pelivia's internmaticnal creditworthiness, striles, and dcubts

~bout the course cf economic rolicy caused a contraction of th

wrivate sector's share of fined covitol formation from 4.3% of CCF in

1771 to 1.2% in 10995,

Currentlv, the nrivate sector has yet tc respond

adequately to the qoverrment's cconamic reactivation plan announced

{ in 1077, 'hile nrivate sector leaders acknowledge and
; -
% applawd the covermment 's irpressive cuccesces in stabilizing the

cconomry, they oontinue to emphasize the volicy constraints to
increased investment and job creation, and note that most of COR's
sconomic molicies desimmed to achieve growth were conceived in a
vaccum. There is a strong belief that the oovermment designed its

econcmic pacdizge vithout the active involvement and participation of
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~ovaernnant initiztives and take the lead

b
.

~syecinlly e dhacs of the Ciles

Sonstraints to A Trivate Tecter Tesronce

The abilitr of the Tolivian nrivate secitor to resncxi tc

in ctimulatina cavinas,

increoase? investrment, and ermlovment is linmited % a mmber of sericus
~onstraints

These constraints, hriefly summarized kbelcw, are

e nelicy enviroment and the rature of the rrivate

2, "olicr Tvircrment

e rolicr envircrmment in Telivia cver the rast

muaze ears 1792-5F, has

i-Tortant vole inn zharing the attitudes, acticns, and

the rrivate ~ector. ane of the critical

e historical trend toward staticm, a oredoninant

rcle for labor in coonamic molicymaking, and the uce

of covernrent "rrivileaes” and deals to 'mdermine

ﬁfl\.”lte sector unl-. o

- The entraoriinarv "an cf ~ften contradictors ~olicics

and reculaticns that increases ocsts anxd act &= &

Aisinoontive +o investment and job creation. Thaese

reculations represent a hidh econamic cost associated
with campliance with the reculations and trémites of

the svsten.

The lack of well-trained middle manacement

specialists and an wneskilled work force caabine to

linit investrnent. “tilled technicians are in chert

suprly in Zolivia as is an efucated, trained work
force,particularly in cammparison to neichbering
countries,
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Travate nromarti,

- e Zapilure of rclicies to rrovide susfficient
incentives to stirmlate zavinss, irvestrent, -nd

amerts. “hile new irncentives are leing ciiscussed by

the ~overment fe.a., tax rolicies, recooniticn of
usiress locses, ote.), thers iz Skepticicm ameut
“helr orforticon and/or immlementaticn,

- . - -— 0 0 .
. Ti1 toe Yactsry Tnzoitutios

Aotk e

Inosmite of she fzet that forral nrivete coctor

crasnizations s=re established carlv in Tolivia (the charmber of
Tarmerce ig over 170 vears old, and the tfatinal Chamrer of Industries
c“ates from 1021), thev remain veak institutions. 'bet lusiness grouns
are charactarizec v weak rembershir suprert, low levels of financing,
0r cervices tc memhers, andd z lack of inctitutional capacity to
~malyze natimal eccnomic policies and rrovose solutians to the
covormment, Cormare? to the institntienal Sevelcmment cf rprivate
soctor orcanisaticas amone its Andean neichibors, Tcolivia'c rrivate

Tector crouns are seriously urderdeveloped,

A\ rajcr constraint to the develcrment of wrivate

sector-led growth in Folivia is the weakness and fragmentaticn of the

musiness class., Tcme ceneral chservations about the private sector in
Tolivia vould includes

- T™e inability {to date) cf the rrivate c=ector tc
unite to lotbky effectively for molicy charces of

interest to all private rusiress.

- The relatively weak leadership of many private

associaticns in the formal sector hecause of the

BEST AVAILABLE COFY



tenderncy of the most imrertant ontrerrencures o

mwrsue thelr musiness interests ceparotziv,

e acsence of institutional mechanisms o
resolve conflicts in the nrivete sector-——tre
axistonce cf CFPE notwithstandine,

- e lack

At

of a hroad -rivate sector "identity®

inforrorating entreprises Srom 2ll 2ocnanic
( cecterea.,

a2 lak ¢f z zowd econonic and tecniczl

mlvsis capacity ©o promote —elicvy chance,

- e ahsence of mechanisms thrcoudh vinich the

nrivate sector can initiate and custain dialogue
?uif with the public secter. Very few instituticnal
mechanisms exist tc engage the coverrment in
molicy disussins of critical importance to the
orivate secter.

"o sumarize, the protlem is how to stirmlate the

zavines and investment {(“amestic and foreign) racuired to achieve

~ccronic growth ané irmrove the stancards of living of Rolivians.
~iven the rmagnitwxde cf the problem, and the limited rescurces

availahle to the rublic sector, the answer st be famd in

substantial private sector investment to create jobs, freeain

exchance, and wealth for Molivia's expanding population. thile the
OB i3 focussed on the energy, mining, and transmortation sectors,

stere must e taken to encourage carplementary rrivate secter

investments. ™his rroject is desianed to address the two principal

constraints to ecawnic reactivaticn: the inadequacies cof the

axisting molicv/requlatory framework (hich interest rates and the
nereral unavailability of workina capital, lack of incentives for
investment /erports, etc.), and wealmesses in the private sector and
its institutions.
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~zsociations Tzel 1 need ko Jewvelcr the camacity ot carracent
sffoctively treir mambers' interest in the policy—raking srena. ™e

rivate sector 'mnts to have 3 rasrectod coat at the table itk

Tovernment suthoritics, Tut realizos that it Foes nor tave tho
mmalvtical caracitr <o croreon and defend ~olics opticns. Tt rresent,
o crganized -rivate -ecter can 2 little more than commlain ahout

~TEar

~Zfor 'mmie nromecals for irwestmant incentives

—- absdbas

~overrment cotions ond el
oot cremoticn notivitics,  7learly, oo vhere in e orivate
Techor i there o 0lict smalioic anit/camacittr fhich oorrasteniic Yo
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3. 7rodject Taticnale

™o ctrateaqic thrust ¢f this proiect is threefold: (1) to
~ild consensus within the rrivate sector on needed econamic reforrs

o rnocourace incrmased rrivate investment and employment; 2} to

Cevelen within the vrivate cector the technical camacity <o research,

nalvme, and 1oy effactively for policye referms; and (2) to create

¥ strenathen rrivate sector ascociaticns to widen the

rorrasentativeness of tusiness interests. Thece chjectives will e
~ccamlished through instituticon huilding, studies and puhlicaticns,
oconferences and serinars, "lobhbvingl activities, and technical
ansictance and training.

leither CFPR, its affiliate organizations, nor cther nrivate
sector entities have the rrofessiomal capacity tc research and amalvze
melicy ootions, advecate molicy rositions in an effective namner, cx
~omunicate and defend rrivate enterpricse and free market vrircirles

to the covermment cf tho ceneral miblic. thile there is a clear
cesira on the part cf CrPR's leaders to expand their policy amalysis

ard advecacy role, the oraanization lacks the technical and financial
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vesourees o initiate and mstain 2 molicrs dlalocue vith the axecutive

-

ol legislative brancies, This lack of rescurces (esrecizlly in the
aconanic studics and cammumications areas) alco impedes tiy

~“avelomment of 2 creater rublic awareness cf +he rositive role rrivate

A

ntererise can ard chenld nlav in Polivia's econmic and social
“eveloment.,

Tiissicon revresentatives and tecnnical censultants have had o
in—~‘onth Aiscuscicns itk nrivate cector leaders including the
residents, Jirecters and executive staff of cver twentvy Tolivian
~rivate sector assciaticons and chambers. #11 concerned are actively
rare of the rrivate sector's deficiencies with respect to policy
~alling, citing iredecunte informaticn and insufificient 2malytic
camacitv, Y Troad consensus exists as well on the need tc irprove
cammications within the orivate sector, and -etween the rrivats
sector and other cectors of Polivian society., ™he regicnal chanbers,
fzr instance, are meking a major effort to improve communicaticns "up"
to the lcad croanizations in Ta Paz and “down" to their membership
Hase.

The Project Anendment is cspecifically designed to support
carunicaticns initiatives such as this, as a part of a broader eifort
to Jdevelon the rrivate secter's capacity to analvze and fermulate
national ecorxmic molicies. This approach aciknowlecdges that policy

reforn amalvsis is a process and not an end-nroduct, THe Project

“mendment is conceived as one which will lead to the creaticon of
channels of cammmication and more cpen discussion within the private
secter, and between the private sector and other sectors of Polivian
society., At the sarme time, the Project 1 Iment will develon studies
and data hanks which will help the particirants focus their attention
on lev issues vhile nroviding a deever understanding of the prcblems
facing the Dolivian economy and ration. Studies and data would
include an inventorv of Dolivian industrial oroduction and capacity,
amalyses of “ev rrchlems constraining rrivate investment (including

the financial system), coampilation of data hanks on investment
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croortunities in "elivials demrtrents, andd smecific otwdd

=2 Aureort cconcnic relicr reforme conducive to rrivate sect

s

Jevaloment,

lthouan Tost of the associsticns visited vere competant,

“tronaly motivated, and camable, thev clearlvy lacked the <inancial,

~raanizaticnal, amlyvtic and commications resources o nlav an
~ffective rolicy role. In 2¥4itien,

-,
(R OE w2

the interviews ravealed that
there i3 a verv hich cernree of caplerentarity hetween tte tuo

Strone croanizaticns sre needed
=c ~rovida the format for diccussion and nnalysis of mutlic issues, to

R : Y= 3 3~ 3 - 3 ~ -
iszeninate the siaus of 2 rrivate sectcr 2nd &0 Tenarate ~umhort
~r zrecific rolicies. t 22 carme time, these Issociatizig must Tave

~ha camacitr £ orcanize ant Tirect discussicn orours, o cathoer
M - ¢ 4 -

informacion andd 0 carry cut wurvevs, and ko act as 3 cloaring house

for ideas, stwriies anyd infornation.

e rromoced amendrent is thus in fidl confermance with RID

molicv “directives, zrecifically those ocntained in the 2ID policy
maney on Private Thterrrice Tevelomment and Tinencial ‘arhets
Tevelcment. "te Mmendment corponents will e hidh visibility, tidh

imact nroorams vhich will suoport the 12C chiective of strenathoning
+a nrivate cector.

"olivia's extensive netrcrk of rrivate sector asscociations,
eaded v CTPR, provides 2 unicue opmortunity to support ecocnamic
molicy refarms leading to custained economic crowth. !oreover, the
leadershin of the Bolivian rrivate sector recocnizes that the ocountrv
is at an important economic cressrcad, and that it sust <o more to
stimlate savings and investment, restore husiness confidence, tuild
~onsensus on appronriate eccnomic molicies within the rrivate sector,
and contrikbute to an informed eccnaomic rolev dialoque with the
aovernment., Musiness association leaders are anxious to trovicde more
and better services to menrers, to roaden their membership bases, to

expand their analvtical capacities to corpete on a rore equal footing
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ith the ovarmment, nd to Lo rore offectively for roformo

{

~onvinelve to rivate cconemic activity., There is ~rovina ermronesg

SmOna Ke@v fusiness loafers that the private sector'zs inabilitv o
sraanize effactively iz not in its loneo-term interests ior those of
the naticny there is a arewino -villinaness and Jesire to strenothoen
“heir creanizaticns,

-

T. Proiect Ttratems

™ take adventace of the current situvaticn, +his Project
‘mondTent attermts sirultoneously 2 strengthen rrivate sectcr
crranizaticons ond initiate o ceries of studies, zeninars,

. - - 3 Pl - a - . M ~ L. 3 -
wrlizaticns, "nd “atn hankes, Trivate cectny inctibtutionsl

il
‘ovelcrment cnxl nelicy sivocacy rust o hand-in-nand 1 TR vl othe
Tusiness associations ares to achieve credilkility, ~raote rrivate
c2CtOr consensus, and contribute tc an improved economic nolicy
enviromment. ™e Project Amendment consists of two interrelated
ocamonents.  “he first would provide support for private sector
cfforts to cdevelcp their cavacities to anayze issues, Jefine
rndectives ay develor censensus for specific molicies. e recerd
waald crovide c;rganizaticr'al cupport e ctrengthen selected private
sectcr orcanizaticns,

The first of these cammonents would rermit the Mission to work
directly writh the privete sector's lead corganizaticn, the
~onfederacién e Mmresarios Privados de Rolivia (CzPB), and
eventually other selected private sector associations, to strengthen
their capacity to lead, ranace and conduct technical analyses for
rolicy reform. 2t the same tine, vrivate sector instituticns must e
strengthened from within. ~he second camponent rrovides technical
assistance to help rrivate sector associations imorove their services
to merbers, internal and external cormmmications and over-all
manacement as well as developing the abilitv to loblw in support cf

ivate secter molicy reform initiatives.
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‘coartment, It iz exrlorine he rossiblity of estaklish€ing a rolic
to investment srorctian, ~smort trormoticon, uxd

smnill masiness deelctmont.

“he financial cector is ropresented Ty two ‘usiness

:ssociaticons, The first, ACCTAN wag formed in 1965 T wrivate

iinancial institutions tc lobbv the covernment, _.';'rovide information
rarvices te its members {credit rermorts, banking statistics) and
oenduct some training ccurses. This latter function will coon e

~randed sicnificantly nth the cupport of UZAIR/Dolivia.,  MOCRRM has

%

ol reoicnal =sscciaticns in Oruro, Zucre, Cochabamma, ard

'
lh
,_J

iator
nta MUz, The seceond Tanking associaticn, miidn 2 Rencos

(.
Trliviznes ((TRE), cas created In 1272 to hancle loans fointlhr v tlo

'1, ~rivate Tolivian coocrmercial Tanis.

ne of the newest rusiness organizations is rFBOPI, the
Zecderation of smell incdustries. TEROPT was formed in 1985 oy a group
of smll rtusinessmen vho felt their needs were not adequatelv served
v the "lational Chamber of Industrv. FEDOPI has seven regiomal

rarers, shere it has creoanized associations of smll husinesses

(ADT2I).  Its gml is to rrovide members with services (information,
training) and eventually to lckby the goverrment. With an existina
interml bhudget of onlyv $12,000, it faces difficult fimancial

‘?ij constraints to organizing a rotentially important part of the Dolivian
’ rrivate sector.

folivia's regicmal departments are well represented by
usiness groups. The Tederations of Rusinessmen in Santa Crus and
Cochabamba are hoth strorg and renresentative. opre importantly,
rprivate agricultural organizations in these departments are organizexd
and growing. 2gricultural Chambers exist in some departments,
surplemented bv a network of syndicates, producer associations, and
cooreratives. USAID 15 currently addressing the organizational,
finanial, and services recuirements cf these croups thrcugh its PIPO
~rolect.
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7iven Dolivia's strona recicralism, and the existence cf

nroanlzoa foderations in Tochabkarka anyd Tanta Truz, the Trotect v

Tretion at the naticral ond departmental levels. Tt will zssist in

~traoncthening communications arndd ralaticnshins throudhocut ®oliviz, and

- ks

‘eac to the formulation of econmic policies supperted iz the entir
~rivate zectcr.

Tt i3 recarmended cver the tuo—vear life of the nroject (ICP)

i

|

that "G3IN/Solivia vrovide Sunding to support long- and chert-term

*2cwmical aesistarce in molicy reform and croanizaticral Jevelooment.

[ )

it
i
)

1. Tolicr "afor Teckrical Mssistance

his cagrponent is éesicned to provide the private sector
with assistance in develoning the capacity to amalyze and formilate

natioral asconmic policy rmreocsals in the areas of investment,

fiscal and mometary rolicies, export incentives, small usiness
levelcrment, price controls and others. The Mission nroposes to
chanrel such support throudh the Confoderation of Polivian Private
% ~ector Tusinessmen (Confederacién de Mmpresarios Privacos de

Tolivia—"FPB), the lead rrivate sector associaticn made up of

remresentatives of all of Dolivia's recional and secterial chambers

% and crganizations, as well as other leading private sector grcuos.

7ithin this camponent, special emphasis will be given tc
jeveloping the private sector's ability tc analyze issues—mn its
om, and 3ointly with other sectors of Dolivian society. ™he effort
} will consist of three subcomponents.

— helping establich the private sector's agenca and
rriorities;
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— Talsine mTeate rivate cector comacity to amalvme Lov

omesy angd

-= “elnine rhe mrivate cector o develon camamicaticons A

oRhrna skill=

raevisiyl ko TTOT and colacted crmanizoticns to telrn Jefine tlo
~riarity aconamic issues affactine Tolivia and e rivate aoctor.

(VA IR | . e - 3.5 - - = FES, - o] . v,
ritionl o thio vrooeaes crould Yo oo caretulle ctracturod sorio

1 0 curod s CT
B O T - —_raY - - - SN - P 10 S P SN 3 =

esLingn, SOMINArT, oyl o XTrnIoyrsnoes et treas ratiomnl

[ P U R ~. e - N A ~ % n e~ AN I Ly
Articimaticon, 12 ULls igmist TR Ay orrer asscolntions

~alos 2 ocene2 of comren identity anvd turmoze anone Misinessmen,
“izseninate roscarch results, strenathen linkaces with the midblic
zecter and mild <he nrestice of the rrivate zecteor. Four mador
trns of formes ire suguested: (1) An Pnrual Assembly of (TFF, viich
ovaer tipe vould becarne the rajor fcrum for usiness-covernment
‘ialocue on raticmal ecorarmic izsues any? a larometer of
rTverrment-vrivate cector relatiorns; (?) 'ajor conferences on thames

2% rationel and r

f

wicnal immortance; (3) ™ Congressicnal lundhecn
‘rinainag toaetrer ~uiness l=2aders and? hev lembers cf
“mraress; arxl (A) *n Toonomic Tosues Seminar hased on studies of vev

-clicr issues.

1) 2rnual Asserhlv., The Annual Assembly should tecome

an avent of naticnal impcrtance, in which private
sector associaticns cather to assess the maticnal
econany, prorose and ratifv specific policy
recormendations an eccromic issues affecting the
develoment of the private sector, engacge in open
and active dialoque with members of the economic
molicv cabinet and representatives from laber, th

Arned Foreces, and Canaress. The anmnual neeting

REST AVAILADLE COPY



chould e a two—‘av affair, Zsaturing sweeches Lv
i ~overnment officizls (2,.¢., the Tresident, the ton
aoonamic policy magers, ote,. ), ranel discussiong
'e.c., & crcos-cection of zvearcrs o labor issues,
investment, ronetarv mlicv, or exoort incentives),

anl vortine croup sessicns to consider and dekate

molicy reosolutions rrewesced iy member associaticns.,

% ) ajor C~cnferonces. Tverv cther tear (1082, 1001)
~TH shculd orqanize o three~lav conference on a

i
H

tonic of rajer naticral and reaioral impcrtance to
the “evelorment of the nrivate

fector, VM cuch ocnferemess are cutlined in

A
\

£ the rrivate b

“hart . ™e firct, on the role

0

\

sector in Tolivia's develomment, would ring : f (
C_L\Q ¥

together private sector leaders from arowxi the

i /
) regicn to discuss this theme., CEPB would bring H il
together private sector leacders fram arcund the

reoicn to discuss this theme. CEPR would orcanize

i
15
%}}?

ard finance conference marticipation, and te
responsiktile for preparina/contracting studies on
arpropriate tovics. “he second conference

recamended would focus on the need for incentives

% to private investment and the reforms in the rnolicy
and administrative framesork reauired to stimultate
n savings and investment.
)
i

3, Conoressional Ceminar Series. “hree or four times
a year, CFPR, with the support and varticipation of
other chamhers, should organize structured meetings
i with congressicral leaders to discuss legislation
nending in Congress or the Fxecutive branch which
’E would affect private sector interests and Tolivia's
& develorment. lMeetings should e on an

" off-the~record hasis, and focus on presenting
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Chart [

Possible Conferences and Studies
mﬂwwm

Objective:

-- Modify attitudes/under- -~
standing of private sector
contribution to
development in Bolivia.

-- Strengthen CEPB's
image/role as peak
association.

Studies:

-- History of private --
sector/state relations.

-- Contribution of private
sector in various economic --
activities (e.q.
employment, growth,
income, etc.)

-- Challenges facing
government and private
sector to achieve --
sustained growth.

-- Experiences of other Latin
American countries on
role/definition of
Private sector.

- Privatization issues.

Activity:

-- Three-day Conference - --
1989.

-- Participation open to a
cross-section of -
Bolivians.

-- Invited speakers/paper
Presenters from private
sector associations.

Publications/Media Events:

-- Press releases,

Television coverage

- Book compiled from
Conference papers.

Analyze vhat is require
to stimulate savings an:
investment in Bolivia.

Impact of monetary and
credit policies on
savings.

Main constraints to
private investment in
Bolivia and region.
Impact of exchange rate
policy on investment in
export industries.
Administrative Reforms.

Preparatory Workshops.

Three-day Conference -
1991.

Commissioned
studies/papers.

Press releases.
Position paper to the
government.

Reports or Conference
proceedings.



Ingsexrt A

The purpose of these meetings would be to present private sectc
ideas (based on thorough research and analysis) on how tt
legislative and administrative regulations which impede privat
activity might be resolved. Topics to be discussed migl
include the reorganization of the banking system, privatizatic

issues (e.g., asset valuation, debt conversion), credit ar
monetary policy, and export promotion.

Insert B

It is recommended that early in the project two issues bt
examined: 1) contraband trade and the 1zrole of the informa
sector, and 2) human resource needs for entrepreneurlal activity
These two 1issues are bound to be of growing importance t

Bolivia's economic development, and are «critical to enhance
government private sector relations.

Insert C

The previous section has outlined the substantive policy area:
the economic policy unit will cover: monetary and credit policy
savings and 1investment; export promotion; and the economi
contributions of a responsible private sector. Nevertheless
considerable flexibility should be built into the project t
allow the private sector to define and pursue its economi:
agenda. For example, the CEPB may wish to issue several shor
analyses of government economic plans or projections, or in 198
it might wish to publish an analysis of the economic platforms o:
the major political parties. In addition, leewvay should be
provided for a focus on exclusively regional issues.

insert D

The types of training involved might include short courses ir
organization and management, university courses in accounting,
public relations, or business £finance, exchange programs witt
more advanced private sector chambers in neighboring countries
(e.g., Venezuela, Colombia, Ecuador), or participation ir
external seminars on business management issues.

Inserxt E

As previously noted, Bolivia's private sector associations are at
a low 1level of Iinstitutional development, providing limited
member services and incorporating only a small percentage of
potential members as active participants. For the private sector
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to grovw and develop, a campaign needs to be undertaken to promo
the creation and strengthening of business associations. T
nembership promotion efforts should support: 1) the institution
development and activities of CEPB and the regional chamber
and 2) the creation and promotion of new chambers. The kinds
activities envisioned in this project are as follows: efforts
strengthen the institutional and service capacitles
financially weak associations (membership drives, informatio:
training, needed commodities); activities designed to organi:
business chambers in un- or under-represented economic secto:
(organizational support, start-up costs, training); and hi:
profile activities designed to benefit the entire private sect:
{e.g., public education campaigns). The purpose of t!
membership promotion effort |is to strengthen the privat
enterprise system in Bolivia, and enhance the capacity of priva:

sector assoclations to speak on behalf of the legitimat
interests of their members.
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Crivato sactoy lffcag on tow ronilblocits to increzsad
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Tivato inveostment Qnc Con crzaticn oon o
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cemoved,  The radional chartersz richt Zlsc orcanice -

S e Ve oaa

ueh reetine rhath their Jepartmental -‘elr-_\'vaticns.l

<r\

~mameers cdwuld creanize a fow ceminars hased smen

-
e

——re e

Togromic Temirar Teriez.,  TTDD and the ragicnal

he results of in=lenth cocnonic —oliss studiec.

“articimonte from A cress-sectizcn of Tolivian
OCiety (Mrmaet Torces, Hhe coverrment, acienia,

Inbar, e church, The ocomimicaticns redia) woull

\ .
el A

nvitsd o dicouss o Sakate ~oononic oelice

-~ - y -~ 4 - -~ -y -~ ~—f R
Jsoormendiations with ‘uginess laader: 232

—— e o150
‘lziormier would zerve to hidhlicht iomertant ~olicy

izsues, Luild nrivate zector consensun, ! wroxte

informed “ialocve. . Tased B

pJ

Y. Jrivate Cocter Uev Iesue Analvsis Capacity

D clear ueed oxists for a private secteor counterpart Lo
", wnich nrovides the &7 with in~Jerth anmalyses cf “ev issues,

nften with the help of cutside acencies such as the tlorld Fank and

MID itsell. l'ere citen than not, the rrivate sectcr Toes ot have
te these stwdies, vhich Mtz it at 2 disadvantace in anv

izcussicn with the mCP. “re importantly, the institutional

dnd dad

wrivate secter las neither the capacity to analyze coverrment policy

rosi

rceitions ror the nechanicms to initiate its ovm rolicy studles and
recammendations.

e technical assistance would suoport efforts to

[

create issue amalycis capacity within CEPR. Tased on the nricorities

ifentified and debater! through the seminer/worlishor fcrmats, this
activitr, with the suprort of cther nerber asscciatione, will have

the capacity to <ovelop basic amalvses and policy alternatives for

2
Ry
T

iscussion as well zs clearly defined rosition parers, Zor use in
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“nactiations vith tha T or in 2n effort £o cain mublic sunrort for

i
% s emecific rolicy.

"hile come of the economic studies could ke ‘e on a

~ontract masis, assisted v short-term technical assistance, it tdill

% 2 macessary to establish/strengthen an economic volicy unit in
TTR, 2 cenicr, well resrected econamist will need to e recruited

o conduct ecaroric stwdies, “irect the work of others, and wrepare

"yl arcue molicv recamenclations hefore the coverrment. e chould
‘0 zzsisted Ty a nasters-level =sconomist withi excellent research,
‘ata mqathering, ond -lata manacement skills., s well, consideration
Tould he miven to curmorting Ffocnomic volicy units in the

>charampe o Jante Truz Tovderztions, linked to the cne 1n 7T

Ty,

' AN
P -
. . s ; (-
! In summary, the Project will initiate a process of
~olicv reform, assisting the private sector in <efining its awn
~oonic agenda. The CrP3 will become the center of a network,

working with and through other federations, to shape a2 policy and

requlatory clirate conducive to investment, amployment, and foreign
=xichage ceneraticn.

c. Camunications and Iokbving Skills

The seminar and workshop program will enhance the
~rivate sector's capacitv to carumicate systematically with itself
and with other sectors in order to facilitate develcpment of
congensus proposals to deal with national problems. As the private

: sector's positions bteocre more coherent, its leaders will
% increasingly be able to speak with "cne voice"”. The cambinaticn of

ccherence and the ability to articulate its views will increase the
il
% nrivate sector's role in the GOE decision~making precess. In

addition, this component contermlates the inclusion of occasional

seminars desicned to increase the cammmicaticns skills of ~rivate

sector leaders, incluling relations with the media.
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rAciticnally, all of the vrivate cector orcanizaticons
interviewed nyprressed 2 need for access to reliable statistical
iniommatian.  “hey essicn a hich orioritv to the development ciff Jata
anks arrd information catheriny camacities--as a ceneral service for
“helr cerbers and as 2 cormerstone of anv effort to identify
~rchlems, cet rriorities, or to vrepare stwiies. The Maticmal

amber of Tndustries, Zor instance, is sumvorting the SIIP program

(Fictema fe Informacién Tndustrial Privado) which, in its first
ctace, entails carrving out a census of Tolivia's private firms,

Zeir rrocucts and capacitv. Tater cn, the nrocram will be eveanded
Z2 Aencarmass rroducticn data, camacity utilization, attitwles,

~roducticon vrosnctions and investment plans.

~rer racuirements range from the sirmmlest accnomic fata,
= tirmelv advice of eyport corortunitics, tc detailed interoretative
studies and analvses cf the specific mational or sectorial
wrchlems, “~ansequently, the orcanizations will be encouraged to
create a clearing house for the collection and dicsemination of
information and studies, wvhich would onsure the widest possitle

distritution thile awidine 'mnecessary Awlication.

Campatibility between the systems and procecdures of the
various orcaniraticns involved, to ensure camparability and
accessibility kv all of them, is also of extreme inmportance.
aricus chambers already have IY/DOS systems in place. It would be
locical to ensure that others acquire ecuipment and software that is
~xrratitle with those already in place, facilitating interccnnection
via modem. USAID will be able to help these orcanizations cevelop
the recuisite camatikility and interchange capacity, while
enhancing the opportunities for cooperation between the varicus
entities. At the came time, the systems should he designed in =such
a way as to facilitate their crderlv arowth and expansion, as the

camacity to develop and nrocess hasic information increases.
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Tvatems concerning now tocdincloaies and technicues, as well iz
tochnical zssistance in the hey areas of idontifving operating

~onstraints to ryoductive activity and@ to those vhich nromote

investment and increase ~mplcovment.

2s has already een roted, ctrengthenina of rrivate secter
crcanizations iz finrlamental to Aevelonina the wrivate sectcr's
capacity to commmicate with itself and with the cother sectors of
“olivian cocietv. ™hese associaticns constitute the nucleus of an
oroanizationzal structure wnicmely suited to the analysis anc
“issemination ~f e rrivate cector's rmositicns and views on the ev
~clicyr issues facire Selivia toxiav,

™is ~rocoss will clso orinance the effcrt to increoase
zormmnications vithin the »wrivate cector, creating linkages anxid
~ocrerative ef{forts between the various associations cn the one
band, and with the relevant programs on the cther. Therefore, this
ccrmonent will focus on three subcarmonents:  strateqgic planning,

orcanizational develorment and membershivn develorment.

A, Ttrateaic DPlanning. 'ost rrivate sector orcanizations

alrea’dtv engage in nlannina activities to some degree. Zut, v and
larce, most such activity is oriented tawards the short~tern (e.c.
e current vear cr the current roard's term in office). The
~roaran's emphasis, therefore, will be on strengthening these
sroanizaticons' capacity for more systematic and longer term rlanning
offorts. oimilarly, the program will help particimating
oraanizations in the effort to relate short-, medium- and lonag-term
qoals to their strategic acticn plans, financial wlans,

organizational development and membership develooment.

n addition to strongthening these orcanizations, th
oropesed effort will nromote areater cocoveraticn and interchange
hetween the various organizations, facilitating more coordinated and

unified private cector actions. Similarly, the nrogram will
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In adéiticn to information cavelorment and charing,
“oohniczl aszsictancr Uill o ~rowvided $o oosist the orivate cacteor

in cmunicating and rarmetine itz relicv oositicns. Tumrors ill

o rrovide ko

- mublich neuslcotters and coecizl wulletins to e
izemminated rouchicut the rrivate sector netivooit to

il seexert “or -olicy xeciticns.

- mdertare tarcattad runlicity cammicns using tho ~owe
—exiic,
- ~lan coorcinate’ Lonirring efforts in sumcort T o

xlims otidectives,
- initiate 2 rublic wiucaticn cammeion zheout £he nocitive

role the nrivata cector rlays in folivia's develortent.

. Trivate Sector Institutiomal ~“trenathening

The nclicvy reform technical assistance dJdescribed abcove will
o comlermentad Ty the secory! copaient inder the amendment.  Thic
comxnert will inclirle private secter croanizaticnal sunrert to
stranatheon the capability of zslected nrivate cector associaticons +o
imreve e auality and scere of their services tc current and
rrosmective members and to professicnalize their cperations. Jinal
Tosian of this comronent included a survey and diagrostic of the
aricus private csector assocliations to select those vwhicd: would
ynefit most from the proovosed assistance, as well as onsuring that
tha specific rrograms would e tailored to each recipient's presant

level of sormhistication and absorvtive capacity.

Immlementation of thic rprogram will inclule technical
iseictance and training to improve the crganizational capacities in
such areas 28 oraanizaticnal develcrment and administraticn,

rembership services, production arx! marketing svstems, infoermation
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facilitate linis and cooreration between the wrivate cector cnd 4

f"\ "4.\- - P 3 3 = - + ’ —rry 4 - -
R and 2Y sSocters of Tolivian cociety In acAltich to e varicus

TTAIN offices and proerans

RN

. Traanizaticnal Nevelcrment. Thiz subcarpenent includes

manzcement oconsulting “echnical assistance to stronathon, claridy
~nd relate tha structuros and nrocedures of the varicus

~reanizations, s vell as on-the-Jjob traininc for asscciaticn "‘taff

. emrersitin Taveloment.  The kev 40 strencthenina anvy

nlus assistance in cvstemc Jesian and irplementaticn. >

[P

~riwnte cector craanicaticn lies in the Jevelorment of eifzetive
Ry cgrTunications otemen vR2 rarhers, 2o CtatIi o oned the
irecterz, Snd tRe rovicicn of valued services to snsure evmansicn
anr? maintenance I 2 sunrertive and active rembership tase.  The

nroaram wWill $huc include help in ovaluating, improving and

exmanding tnhe services cffered to nmembers. ™ I NS e + L

™e progran will also erphasize the need for structured
membership recruitrment nroarams. In addition, it will provicde
assistance in the Adevelorment of effective cammunicaticons and mublic
relaticns mroarams, on hoth the instituticnal level and on the
indivicual level (i.o., Jirectors amd staff),

d. Pctivity Imputs. Technical assistance will e providec:

initiallv to the CT0B, three "national” and three "regicnal” nrivate
sector associations. U3IAID/Bolivia will contract a resident advisor

rlus chort-tem technical assistance, to help private secter

associzaticn planning and orcanization develoment including rroarams
for:

“trategic nlanning:

- assist in the develomment and definiticn o

orcanizational goals, cbiectives and policies:
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vealmesses ard vricrities.

- a2ssict in the nremaration of lona=tern

A rmoal cork nlansy; and

- a8sict in the Jevelorment of financial

&
[1o]
0
ad
!.;.
{Q
8
p

-~ -,cit‘:’ -

drcanizaticnel Develomment:

- assist in the definition of rcles and

acticon =lans

zlanninag and

relaticnships

of “cart rembers, officars, camittees, ctaff and

~eneral nemhership;

- eln estahlicsh armprovriate executive staff

Ttructure and crerating procedures;

- assist with staff develomment and training; and

- assist in develoning rangement, financial and

information svstems.

!embership Mevelorment:

- assist in develcping service deliverv merm and
nl

- assict in designing membership recrujitment

carmaigns; and

- assist in developing cammmications programs and

rmublic relations capacity.

"he "mix" of services vrovided to the different

associatians will varv in acoordance with their specific strengths,

Aryl, in all cases, an effort '/ill T

that the resmective organizations are able to vass on

REST AVAILAGLE COFY



e He8EBire Imovledae to others vithin their area cf
influernce (e.q. “rom the Cochakbamta Tederaticn to its varicus oemior
crecanizations). This will rrooakbly entail come limited wori: with

sae local orcanizatians, 2s a mart of the learning vrocess.

™, fonformance with st Tamtry and MID Tricrities

he S§FM Project “rerncrent is in full conformance wdith bhoth
Tclivian and AID criorities. ~here is general recoanition within
e Paz Tstenssorc overrment that the Bolivian econcmy iz rot
liltelv to arow to meet the needs of its increasing ropulaticn
ithout @ wvicorocus nrivate cecter, and the rrivate sector teliefs it
—igt tolie @ strenger ctand fo surport the TOR's sccnomic
seactivation rnlan., Tte 70D cees the need for an strengthened, ore
mited, and Tore technicallv camable rrivate sector with vnich it

can cnqace in meaningful dialocue on natiormal econanic issues.

“he TTI1 Project *mendrent fits well with (ISAID/Polivia's
~rime rnrocram chiective: tc nromote private sector-led econamic
Teccvery. 'oreover, the Froject hmendment is supportive cf kevw
aspects of the €™ Project to improve financial secter cperations,
2specially the rlicv “ialocue, stidies, and instituticnal
“nveloment dimenciens. Tinally, this Project Amendment is
sumnortive of other rrojects in the rrivate sector rcrtfolio (e.c.,
TN, Txrort Promotion, Micro and Small Fusiness Develoment), and
1111 mlay an essential role in imporving the palicy and reculatory

anviroment esential to their success.

V. TProject Nescription

A. “cal and Purrcse

The goal of this Project 2Amendment is to support Sclivia's
aconanic reccvery throuch incrcased private sector investment in

nrocductive activities. ™e purrose of the amendment is to increase

BEST AVAILABLE COFY



Regional Chambers

a.

Cochabamba and Santa Cruz (Each)
Economist ~ 3 years
Research assistant/data specialist
Secretary '
Occasiomal conferences/seminars
Occasional publications
Membership support/development activities
Cammcdities

Training



1.

2.

3.

Consideration for Financial Plan

Long-Term Advisors

Economic Policy Analyst
Institutional Development

Short-Term Technical Assistance

Econcmist
Organizational Process
Cammmications and PR
Conference Seminars
Information Management

CEPB Expenses
a. Staff

e.

f.

Economist - 3 years
Assistant -~ 3 years
Secretary - 3 years
Cammmnications - 3 years
Secretary - 3 years

Canferences and Meetings

2 large, 3-day conferences

3 anmual assemblies

3 economic seminars per year
3 luncheon seminars

Publications

Newsletter - monthly
Studies -~ 4 per year

Cammmications

Occasional media campaign
Data base system

Tra ning
Camnodities

Other National Chambers

(?)

HEEEE



- Ticreaserd celf-confifience mn the rart of «rivate

i . N . . < q e
% cecter ascociaticons in theilr akility o advocate
~clicv reforme and counter arbitrary covernment

acticne.

n > Ttrenger, ore effective nrivate cecter associaticons,

as measured Wi 3

- Tevelorment of strategic nlans bv member

associaticns vhich cover five vears andé rav

D

taraets ior activities, membership, Ifurd raisinc.

- “statliZment of aseline econcnic data omtems

~ertinent tc husiness needs.

)

Increases in membership.

-  "mhanced cammnications skills on the part of
rrivate sector leaders, reflected in better 3
relations with the news media.

- In-nouse capacity to analyze econanic rolicv issues

ard formulate responses.

210In
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tiat trev ore An integral rart of the -rivate
@ recter.

e

Niccessiul oraanitcticn of cne of TTPR's mador
conferences, and of zgne contracted rescarch

activities, arowyd this therme.

" Tk lic-rrivate sactor rolicy dialoque cn towr to
th

stimulate -rocad-based zawvings and investment,

rathor than on specific "Aeal rakinc® for <urther
rrivileaes,
; Y. Initintica oF 3 cengtructive mrivate-vinulic -olicvy
i

‘ialocmue focused on tow to stimilate investment zn

7
i

acononic crovthe

: % - Invitation of rublic secter officials and rembers

of Tonaress to rarticipate in TTPR's sponsorad

et

cenforonces and seminars.,

- “staklishment of reaular linkaages between CIPB's
% econonic stulies unit with covernment aqencies

fe.c., TTVPT) and Conaress.

| -~ Tstablischrent of mublic-nrivate secter task forces

3
i
l!:‘

or ccrmission to studv key rolicy and investment
related issues,

5. A\ hroadened, more militant mermpershin base for rnrivate
sector associations, as reflected bvs 4

Ctrengthened provincial private sector associations
supportive of CTPR ocoals and activities.

ReTIT
e
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aret its rolo in e ooy ang e establishrent

—~< Y 3

£ lirdaces for -elicy Jinlocue with the coverrment

"~oth the Tlecutive arg the Toncress).

- Therezsed financial sunrort fron menmbers or cther

on=-AIT sourees.

7. Tmmrcovers natiocmal wmderctandinag of the reed for the

rrivate cecter o s=timlate econonic crowth, e e

indicated e

-  The astahlichrent of cpecific rechanisms
‘octiculiative comissionsz, toriving orouns, otc.)
for munlic-rrivate secter volicy “ialeque o iow to

ctirmulate nrivate cavines and investment and

aenerate emplovment.

- e successful crganization around this theme of

. . 3
ne of +he conferences, and ceminars notd ahove as

well as of the contracted research zctivities.

- "pecific Conaressional and COT initiatives rromoted

mr CTR to elimiate/rodify restricticns and

rermzlations and improwe the husiness climate.

- A more ooherent and forceful private sectcr

renresentaticn in the Central Fank and other npolicy

formulating institutions.

2. rreater urderstanding, within and outside the private

sectcr, of the meaina and rele of orivate enterpirse,
characterized e

- Increased recoonition amona rrivate enterprises,

racardless of size, location or field of endeavor,
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~atruts And Thd of Tretdsct Status

~roiect vould vork to

canability in the wrivate cector o

stimilatine investment and ccancnic

Cevelop ~cth the inctituticnal
formilate econanic rolicies for

arowtn and the capability o

agvance throuch ~ialecue and mublic cpinicn orivate enternrise,
market led crowth initiatives.

“pecifically, the conditicns that

11l axist 2t e end of the nrodect include rhe fcllowing:

~* Trofect Ttatug

itrenthenad rrivate cecter wnohroella

TR ma indicated e

“uhstanticlly increoased rembershin (both the
nempershir of each association as tell as the
nuber of sicnificant private sectcr associaticons
affiliated) with marticular emphasis on provincial,
agricwltural and smell enterprises as well as

‘inancial and other sectoral associations.

Professional acoromic research and analysis
camakcility kased on the hiring of a highly
mualified econonist and support staff, anc the
contracting of special studies cver the life of the
project.

tational recogniticn of CFPR's leadership role in
areas of hrcad interest to the private sector,
developex! throuch: the organization of seminars
fer t'?he discussion of CTPR sponsored studies and
one major conference every two vears; the
mitlication of a newsletter and the contracted
studies; organization of a media campaign to

improve =ublic understanding of the private csector

REST AVAILABLE COFY
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~ut vithin Bolivia, Tinally, he/she will direct and sumervise

chort-term technical sssistance required to strengthen the private
cectcr organizations and develop an effective

camunications/membershin services capacitv.

™e institutional Jevelopment speialist should have
mn advanced cegree (!BA or !asters in ranagement/orqanizational
‘evelooment) and have extensive experience in Jeveloping private
cector associations in the United States and/or ratin Mmerica.
'»/s3ne should be fanmiliar vith economic rolicy issues affecting
~usiness, have excellent comminications skills, be willing and able

\te Bk ega)

cravel cxtonsivelv in Tolivia, and e fluent in Cpanish.

&l

Tnort-Torm Techniczl Assistance. In ceneral, the

chort-term technical assistance required to achieve the objectives
~f this Project Nnmendment will have to he obtained externallvy.
"hile saome of the consulting services required might be dctained
locally (e.q., scme nic studies, lecal and administrative
amalyses), and hudgetary rrovisions have provided for this, most of

“re necessarv skills will have to be "imported." The

The project
contermlates rerscn months (rms) of short-term external

agsistance, divided as follows:

Tconomist (monetary ardd credit nolicy, macro

econamic, labor, productivity improvement,

etc.) s
Nrganization/Process oS
Cammunications/Puyplic Pelations s
Conference/!eetings ___mms
Information Systems/Data Management j2 0
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~rivate =ector varticiration in, and inflvence uren, the econmmic

~alicvmaking rwrocess and £ impreove the instituticnal aifectiveness

~%¥ mrivate sector sssocistions.

7, Proiect Normanents

The [T Project Zmendment will ave f1o camonents: L)
Irprovement of the rrivate sector's ability to amalvze econcmic
olicy izsues and cormunicate cffectivelvy its rolicy recamendatinss
7) irprovement of the institutiomal effectiveness of private sector
a2ssociations, ~2sceciallv in terms of kbroadening their hases and
apanding services to members. Tt is important to note that these
0 camonents are cleselv intertwined: increasing the iaflvence of
©he nrivate sectcr cn accnanic molicy decisions depends not only on
strencthening its aralvtic an? commmicaticns capacities, but zlsc
on expernxding its memberships tase. Bqually, expanding private
sector organization/ participation depends not only on providing
more and better services, iut also on reing able to represent
effectively member interests before covernment rolicymakers.

“he activities to e carried out under these two ccmponents
rave been descriked above. 7o recapitulate, the major activities
under each camponent can e summarized schermatically as follcows,

rearing in mind the Avmamic, svneraistic relation among them:

Policv Reform/Dialocue Instituticonal Strengthening
- Tstaklish/Strengthen eccnonmic - Strategic planning
molicy mits in CTPB and : - Organizational develorment/
selected others udgeting/effectiveness
- Tstablish ocommmunications/ - Membership menus/campaigns
lchbving wnit in CEPRE - Fstablishment of informaticn
- Mnmial Assembly V svstems and creation of data
- Bi-amual Conference banks
- F'conamic Seminars - lMewsletters and hulletins
- Congressional lunches - Training
- Studies and Publications - Consensus/linkages among

ILobbving/media campaians chambers.,

- COFY
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"oonamic Policy rmalvst.  e/che will e
responsible for working with the CTPR and recicnal chambers in

setting econamic rolicy amalvsis units. 'le/she will assist in

ifentifving relicy issues, directing research on these issues, and
in Jdefining policvy alternatives to deal effectively with them. The
~clicy analvst vwill aleo assist in the design and execution of
ceminars, ccnferences, and workshope focussing on econamic issues,
and will help tec develcp amprovriate lines of cammmication within
the rriate sector on econaric issues and between the private sectcr
and covermmental authorities. "e/she will also ke responsitle for
“iractine and supervising the work of short-term technical

~~nsultants, Ns recuired.

“he Tconomic Policy Analyst rreferrably should
oxbine an academic background (Ph.D. or equivalent in econanics)
with practical husiness and/or government experience. He/she should
have cood writing and verbal skills, be able to train Bolivian
counterparts, he familiar with a wide-range of econcmic policy
issues in the lLatin American context, and be fluent in Spanish.

Institutional Develorment Specialist. UYe/she will

have the following cluties: help selected associations to cdesign and

axecute strategic rlamning exercises; rrovide organization
expertise; help to design and improve services to members; and
assist in deeloping membership recruitment campaigns. This
consultant would also help the respective associaticns develop
information processing systems which are adequate for their present
needs but expandible to incorporate additiomal functions as each
chamber ‘s information gathring and analytic capacity is developed.
Tually important, the consultant will endeavour to ensure that
these systems are compatible with each other, to facilitate
cammications btetween the chambers. Ile/she will assist in the
creation of information clearing centers, designed to ensure all cf
the associations prampt access to all sutides and surveys carried
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~his rreoject 11ill functien throuah & ocrmbiration of
tachnical assistance and grant Sinds te be rrovicded tc crefully
selectad rrivate cecter a2ssociations. UGAID crant funds will e
“rovided: to surport the creation of economic rolicy units in CTFER
and the Chambers c¢f Tanta Cruz and Cochabamba; to fumd the econamic
licr ceminars and conferenes which will e organized; to finance
zn enhanced comunicaticons unit at CTPR; to mav dor & series of
—ublications (studies, newsletters, hulletins) cn kev econonic
issues; and to mav for required commodities. TIGAID techmnical

assistance, in the form of two lona-term advisors and rerson

mcnthis of chort-term amsultine, will be suprlied to work directlvy
with the nrivate sactor associations in the areas of rlannina,
“urficetina, manacement, ermbership affairs, communications,
ncnference orcanization, and economic amalysis.  ™e attached flow

art dericts the taechnical assistance to be rrovided.

T. Zummarv of Project Inputs and Qutouts
1. Imouts

rirst, URAID/Bolivia will siom crant agreements with
three nationmal chambers (CTPR, Zmerican Chamber of Ccarmerce, Urban
Nevelomment Chamber) and two regional chambers (Cochabamba and Santa
Truz) for murroses of (1) an active nroaram of studies, conferences,
muclications, ant analvses oriented tovard economic policy reform,
and (2) efforts to irprove instituticmal effectiveness and expand
membership services. ~n eastimated §  will be required over a
two-vear rericd.

fecond, UGAID will provide long- and short-term
technical assistance to support the work of the private sector
associations. Given their low level of associational deelorment,
and the constraints to creating a vigorous private sector voice for
policy refarm, external technical assistance is regarded as
critical. Approximately § is mulgetted for these purposes.
The tehnical assistance will consist of two long-term advisers.
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