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MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE
SUBJECT: Bolivia - Sub-Tropical Lands Development

Attached for your review are the recommendations for
authorization of a loan in an amount not to exceed Nine Million
Seven Hundred Thousand United States Doilars ($9,700,000 to the
Government of Bolivia ("Borrower") to assist t1e Borrower in financing
the United States dollar and Tocal currency costs of a land settie-
ment project in the Bolivian Oriente, ("Project").

This Tloan proposal is scheduled for consideration by the
Development Loan Staff Committee on Friday, May 31, 1974. Please
note your concurrence or objection is due at tie close of the
meeting. If you are a voting member a poll sheet nas been enclosed
for your response. Please bring your poll sheet to the meeting with

vNnn

Jevelopment Loan Committee
Office of Development
Program Review

ATTACHMENTS :

Summary and Recommenda®ions
Project Analysis
ANNEXES I - VI
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BOLIVIA - SUB-TROPICAL LANDS DEVEIOPMENT LOAN

SUMMARY AND RECOMMENDAT: ONS

BORROWER: The Govermment of Lolivia (GOR) wil™ be the Borrower.
The executing agency will be the Instituto Nacional de Colcniza-
cion (INC), a semi-autonomous public organization within the
Ministry of Campesino Affairs, Agriculture and Livestock (MACAG)
charged with the investigation, vlanning, execution and evalustion
of colonization.

Nine other public and private organizations will particinate in
the loan project. TFour of the principal participating, public
agencies are within the (MACAG): the Apricultural Extension
Service (AgEx), vhe Agriculiural Reserach Service (AgRe); the
Servicio Nacional de Desarrolio de la Comunidad (SNIC), anc tre
Servicio Nacional de Reforma Acraria (SNRA). The five remaining
participating entities inclrde the Servicio hiacional de Caminos
(SNC) under the Ministry oi Transportation and Communication; the
Servicio Geoldgico de Bolivia (GEOBOL) under the Ministry of Mining
amd Metellurgy; the Banco Agricola de Bolivia (BAB); the United
Churches Group (UCZ); and Desarrollo Social y Econdmico (DESEC).

AMOUNT AND TERMS OF THE LOAN: An amount not to excecd $9.7
million, repayable over LC years including a grace period of 10
years on principal and with interest au 29 per annum during the
grace period anc 3% per annum thereafter, is proposed. An es-
timated 48% of the A.I.D. loan wiil be converted to Rolivian
pesos to meet projected local currency requirements.

PURPO3E: The goal of the GOR and the USAID/B Missgion in the sgri-
cultural sector is to promote increased food production in “cli-rAz
and, at the same time, to improve the standard of living of rurszl
small farmers.

The purpose of the loan is three fold: (1) to ircrez
ductivity and incomes of approximately 11,000 migrant
T

Tamities who will eventually be living in the Drojec res;
(2) to expand the production o food crops; and (3) to imrlement
and institutionalize a process which cen be replicated by the

GOB for developing potentially produotive, but underutilized lands
in the Bolivian Oriente.
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PROJECT DESCRIPTION: The project proposed for A.i.D. loan

financing consists of several, interrelated netivilios all of
which supvort the settlement of subtronical landse in Gl s
north of the city of Santa Crusz. Beside. ciobanedng the cnpe-
bilities of INC fop carrying oul settlement plans, Ghin project

1 .

will (1) channel tne present miration of campesinos into the
San Julian sub-arcaz in the northern department of Santa Cruz

by opening up a fertile srriculiural aren, constriuecting an all-
weather road ana accecs trails in the arza and providing pro-
duction ancé social services to the settlers, and (2) consolidate
the existing settliment in the Chane-rPiray sub-area by providing
an all weather roac and production services.

a&. In the Chanc-Piray sub-area, where aoproximately 6,000 small
farm families alrcady residge, a limited avmber of inputs will be
provided to "consolidate" the settlment there. These inputs will
incivde:

1) The construction of a €0 km all weather-road extending
from Chane-Independencia at the southern extreme of the sub-nrea
to Sen Juan in its northern reaches. This road construction will
be contracted to a private construction firm urider the supervision
of' SNC who will also maintain the road oice it is constructed.

The road itself will consist of an 8 meter roadbed with approxima-
tely L meters of crushed rock, all-weathsr surfacing. The surface
of the road will average 90 cm. above the natural terrane and
include side ditches and culverts. No bridges or major drainage
structures are anticivated a% this time. Thus, the road will pro-
vide wll-year access to the markets of Montero and Santa Cruz as
well as those of the principal population centers including La Paz
and Cochabamba.

2) The construction of an agricultural service center (ASC)
in the vicinity of San Pedro which is Loeated approximately mic-
way in the sub-area. The ASC, which wili be built under contract,
will be constructed from local materials, i.e., brick, blocks znd
lumber, and will provide space for a full time staff of 1% peonle
requiring 90 sq. mts of floor gpace. The ASC will provide the
headquarters in the zone for the acminisvwration of the varioun
activities associated with the project including the azricultursl
extension and research activities of the MACAG, the cooperative
development program of SNDC, the titling activities of SNRA,
and tre credit program of the MACAG/BAB.
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b. The San Julian sub-area which is in a pioneer stage of
setilement, with only aporoximately 200 settler families 1ivingr
in the area at present, preseats a different set of circumntances
and therefore requires a different mix of vroject inputs in order
to successfully popuiate the zone. Theae inputs will include:

-

1) The vromovion of seTllonent in the aren amony communities
26 hemogeneous prowms Irow Lhe Altiplano and valleys. This ac-
tivity will be coordinuica nv iNC end carries out Dy BNDC, and
DEEEC.  Preomotion wilil essentially ve an educational program
whereby these agercies will realistically explain to various
groups the opvortunities offered by moving into the area. Those
grovps intcerested in resettlement would then contact iNC for a
reservation of land wriich would then be allocated to the interested
groups. The promoticn presram should help to direct the migraticn
which is now taking place but, more importantly, will provide sa
means for transferring sccio-culturai institutions alons with
groups of campesircs. The avsence of these institutions in other
settlement projects na: teen isolated as a primary cause of high
abandonnient rates and “uus project failure.

2) The construction of a 100 km, all-weather penetration road
extending northward from a point on the German/GOB roac¢ west of
the Rio San Pablo. The road will be constructed by a private cons-
truction firm under the supervision of SNC and will utilize similar
specifications as those used for the construction of the road in
the Chane-Piray sub-area. ILikewise this road will be maintained
by SNC and will provide all-year access “o the markets o Yontero,
Santa Cruz and zeveral otner vorulation centers in Zclivia. In
addition, approximately QQQ,kmsrof dry-weather-access-trails will
be constructed by INC with equipment to be procurec Irom loszn
funds. These "trails" will provide access to the all-westher wezg
for thosé settlers who do rot have frontage on it.

3)  An agricultural service center (ASC) which will =2l:sc te
constructed under contract near the all-weather road, scme 10-Z27
kms north of the junction of the German/GOB and provezed =c. I
will be constructed with similar sodecifications ss trcce icye
to construct the ASC in the Chane-Ziray sub-urez zre, i Y

provide the same basic services as that facility.

4) The construction of potable water facilitie: in a nrl-
munity center (nicleo) and the srovision of basic hesitr ¢z
in the area. INC will drill approximately two hundred £" dizmeter
wells to a depth ranging petWweed 50-75 meters in the ares using
a new riy anc materials to be purchased from loan funds. In
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3

addition, one sanitary post will te constructed which wil |l
utilize léEZi—EEEE?ialS“?ﬁﬁluding brick, blocks and lumber,
Furthermore,kaﬁmobile.heal@bﬂggi&ﬁhill be purchased Lo pro-
vide flexibility in the delivery oi noalth fervicees.,  ihe
services offered by the e facilities will provide (a) 4ne
Principal source of poteole water for the people of the sub
area, tnerchy proviciag Tor consumption neods and riricizing
water beorn nealiti provloms, and ‘b, vasic healtn care 4o the
cempesinos settling ii e area.  Thus, o important causes
of pigh abanuormont rates in previcus Holivian settlement
projects will have been addressed: lack of potable water
and sickness.

5)  An orientation program Ior groups of campesinos coming,
from the Altiplano and valleys and settling in the area. Orien-
tation will be adminis“ereq oy the United Church Group (UCG) with
the assistance of SNDC ang will include instruction in nutrition,
sanitation, building construction, basic agricultural practices
and small farmer organization andg telp to develop community so-
lidarity, croup decision maging prceesses and foundations of
communivy government. This progran, then, is intended to mini-
mize the shock associated with & move into o clignificantly d¢if-
ferent environment and to enhance self-reliance amorig settler
groups.

6) The survey and land preparaiion  for settlement of the
arcea. INC will cuarry out this activity through which it will
define the bownddnries of the project, speeily individual plots
and commmily hlocks and determine the ;path of the dry-weather-
necens-Lreailn., iililiving this setiTemend, sehiome, INC will adg-
minister the settlement of the blocks, fseeing to it that commu-
nities which nave beewn allocated blocks as a result of the pro-
motion program are properly settled, and tnat other groups with-
out previous elaims are located on appropriate blocks. In addi-
tion, INC will administer the sale of project lands to rrofezsional
and commercial farmers located on the outskirts of thé zres, ®ro-
visional titles will be granted by INC. Once the settler rzcs
"proven-up" on nis nolding and paid the lang fee, SIRA wil:
prcvide clear title. Thic activity will provide a frermewcrs
for raticually settling and Ziving title %o the vonuleticon
movirg into the area.

The settlement model implemerited tnrough the loan projoet
has several innovative asgects as compared to past colonizaiion
projects in Latin America and thocze carried cut in earlier 08
settlement erforts. These aspects have been ir.corporated into
the model so as to increase the probability oi' success of the

UNCLASSTFIED
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settlement process ang ineluae: (1) support Lo lrear ol
advanced spontuncous colonization wit:, acmonstrated economie
viability and the incorporation of periphersl lands; (2) a
method for transferring ana maintaining traditional socio-
cultural institutions which promote cooperation and stability;
and (3, & low cost arc co3t elfective method for carrying out
settlement projects thercoy enhuncing the possibility for
renlicacion by the IKC.

¢. 1In order to entrauce the capebility of INC for crecubings
setilement projects in the criente of Bolivia, technical sn-
sistance, administrative SUPPOrt ard a lané rosource stusy
will be financed. Technical ascistance will be ubilized Lo
improve the INC in the arcas of maragment, prejeet evaluation
and persounel training while equiprent and supplics will be
providea to that organization to stprort the loan project. A
land resource study usinz EZRTs materials and land survey teams
will be financed to providc = basis Tfor the development of a
settlement strategy which will be implemented with subseqguent
settlement projects by the GO0B in the oriente. Geobol will
carry out the review of ERPS materials while INC with profes-
sional arcsistance will carry out the on-the-ground analysis oj
potential settlement arcas.

PROJECT ADMINTSTRATION: As is apparent rrom the Project lescrip-
tion, the loan is a complicated one requring the inputs of eight
GOB entities (INC, Agkx, AgRe, BAB, SNDC, SNRA, Geobol, and SNC)
and two private organizations (USG and DESEC). The rclez of
these agencies are:

e - 1o assist in the community promotion program, conc-
truct "trails" in the San Julian sub-area, parcel and allocate
the San Julian area to settlers, provide potable water in the
San Julian area, contract or constract a sanitary post in the
San Julian area, contract the construction of two agricultural
service zenters in tre project area, administer the orovisional
titling process in the San Julian area, assist in the execution
of the land resource ground survey, and coordinate the lcan ac-
tivities of other particpating entizies;

Agix - to provide extension service to the campesinos of
the project arca;

AgRe - to provide research data for the use of the campe-
sinos of the project area;
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BAB ~ to administer the credit fund to be ecstablishod
for use of the campesinos in the project arca;

SNC = bodesipn, contract and supeeviice rong conshreaenion
as well as maintain the penctration rond: once Lhey are bhalii;

SNRA - to admirister the nal titling phace of the land
titling process;

GREOBOL - to carry cut basic land resource study of the
Bolivian Oricnte;

SNDC - to prcanote settlement among, community groups, cons-
truct "trails" and other sell-help, community development activi-
ties in the Chane-Piray area, assist in the settler orientation
program in the San Julian area, carry out the cooperative deve-
lopment program, and assist in the credit program;

UcG - to carry out the settler orientation »rosram in the
San Julian area and assist in the cooperative development program;
and

DESEC - ‘o promote settlement amongr community group:,

If this multi-faceted project is to be successfully executed, a
coordinating mechanism suited to the nature of the project is
essential. It is believed that 4hie existing INC Operations
Committe, composed of the Director i INC, and representatives
from SNDC, SNC, BAB and AgEx amon, others, could, with modifica-
tion, serve as that mechanism. Bricfly, those moaifications
include: (1) making the sub-secretary of the MACAG the chairman
of that committee; () changing the composition of the committee
to irclude mainly the Directors of the entities represented; and
(3) creating a GOB Loan Project Coordinator who would be respon-
sible for both project sub-areas, receive and review all »roject
related documentation, provide A.I.L. with an accessible ecunter-
part and serve as the committee chairman's acvisor cr. nroject
matters.

This new coordinating mechanisms would have several advsatagen
over the old systems. First it would create a viabhle daciszsion
maker-the sub-secretary-, who could direcct the various partici-
Pating agency directors to take necessary acticns since most of
these heads are subordinate to him within the VACAG. Second, the
creation of a Loan Project Coordinator would provide for a single
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individual with sole responsibility for project activitiesn
instead of spreading responsibility amorng various departments
within an institution such as 130.

Thus, with this coordinating mecranism, noor performance by zry

of the participating agencies at the agricultural service car<ew
(ASC) level wouid be brou:hv to the wttention of the Project
Cocrdinator vy the ASC Dircesor. Tre Project Coordinator would
then make the necessary ad usbmen s within his power to do so

at the ASC. Wherce nigher lev 21 deeisioas are necessary before
changes can be made, the Project Coordinator would advise the
chairman of the Operations Cownittee of the nature of the problem
and its probable soluticn. The chairmen could then instruct the
representative of' the rcievant agency or the Uverations Committee
to see to it that the necessary adjrstment is made.

SUMMARY O BENEXITS: Economic evaluation of the project indicates
a Benefit Cost Rulio spproximating 2.0 wo 1. As the project reaches
maturity it will add six to eight million dollars anually to a
total agricultural sector output ané produce sbout fifteen percent
of the total agricultural output of the Santa Cruz ares.

FINANCIAL PLAN: Tre cost of the Subtropical Lands Development
Project is estimated at $15.2 millicn with a (OB input of $4H.1
million, representing 3L% of the total cost; an A.I.D. Joan of
$9.7 million or 63% of the project value, and an A,I.D. grant of
$150 0CO representing approxlmately 1% of the total vroject.
Approximately $350,000 or 2% of the total project cost will he
provided from community or other donor support. :

a. Proposed Use of Loan Funds

It is estimated that 529 of the loan will be used for foreisn
eXchange expendiiures for construction manerlals, equipment and
technical acsistance. Procurement will be Trom A.7.D. iecirepnic
Code GLl sources. It is provable that a m“]O“ nortion cf all
imports financed under the loan will be from U.3. supoliers anc

1

that technical assistance will also be From the U. S.

An estimated L8% of lcan rundés will be spent to finance tie
local currency costs of the project. That portion of the loan
designated for local costs will be disoursec for locally produced
construction materials, road design and road construction servicer,
and for the establluhmenu of a revolving crecit fund for omall
farmers in the project area. In addition, some off-the-shelf
purchases in accordance with A.I1.D. orocurement repulations will
likely be made.

UNCLASSIFIED
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The GOB's input into the project is primarily in kind in the
form ot Lhe 200,000 hectuares of apricultural land ranted and
administercd by INC for the San Julian settlement project. Tn
addition ixe G083 is payins for all salary costs oi' necessary
project supnort sersonnel as well as tor the expenses related
to the operation of the nenvy cquipment purchased for the cons-
traction of "trails".

b. Tabular Summary of [IFinancial Plan

The Tollowing table shows the project cost breardovm by com-
ponents, fcoreiypn exchange and Jlocail costs and sources of financing.

BACKGROUND: Although the eactern, subtropical regions of Lolivia
nold significant potential for airicultural develcpment and the
improvement of' the Bolivian campesinos' way of 1life, a large
precportion of Bolivia's rural ponuiatvion, estimated at perhans

85 percent of thc envire rural population, resides on the Alti-
plano and in the high valleys where population density reaches
400 pecple per square :mile in many areas on very poor scils.
While these areas comprise about 34 perceni of the nation's total
area, mucn of it is uninhabitable, wnhospitable and unproductive
due to topographicand climatic characteristics.

Since 1952 the GOB has adopted several new laws and supported
numerous projects directed toward mcre intensive agricultural
settlement in the oriente. The projects executed by the 0L
varied widely in terms of objectives, ..ocation, inputs, charac-
teristics of migrants and crganization ind met with varyins
degrees of success. These projects were supported eitner with
external financing from donor agencies inecluding BID and £.7.L.
or wholly or in part from GOB resources. The cost per family
of three of these projects is as follows:

Project Name Year Inititated  Cost p/Family 1/
Cotoca 1957 83,350

Alto Beni I 1961 32,250

Alto Beni 1I 1963. 51,005

l/ Applying the same methodoloiry as employed by the IDB and
GOB to compute the cost per family (i.e., not including
the value of land in the total project cost) indicates
a cost for this project of approximately $1,015 per family.
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DETATLED FINANCIAL PLAN AND COST ESTIMATE

(Us§ 000)
ATD Ioen 1/ ATD GOB Comm.Contr. Other Tonors Total
For.Exch. Local Curr.Total Greant local Curr. Local Curr. Locsl. Ouvr. Project
Roads 3,915 3,923 7,838 642 150 8,630
Production Services 143 S47 990 534 1,524
a) Agricultural
Service Center 143 347 490 534
b) Credit 500 500
Social Services 314 13 327 143 200 670
a) Potable water 277 27 48
b) Health Posts 12 13 25 70 RANS
c) Orientation 25 25 25 Jarr
Project Admin 240 240 150 525 1,015
a) Admin Support Lo 40 520
b) Technical Assist. 200 200 150
¢) Titling Admin. 105
Project lLocation 250 250 3,160 3,410
a) Land 3,000
b) Land Res. Study 250 250 160
TOTAL 4,862 4,782 9,645 150 5,104 150 X 15,249

1/ The loan disbursement period is anticipated to be 4 years.

- XT -
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Beginning in the mid-1950"s  approximately 50,000 farm families,
representing today about 7% of Bolivia's rural population, have
migrated and settled in the subtroplical lowlands., U is careently
estimated that about 6,000 familicsn per year are leaviny Lhe over-
populated highlands Tor vhe oricnte. The OG0B recomizes 1to
responsibility to resnonc to this nopiiabion moveroni ond rﬂmwinx
cormmitted to continulng colonizub¢on efTorvs witn specisl cmpnasis
on aeveloping thne orierte witr carmpecsino varticipation. With the
increasing rates of spontanccus migration, the emphasis ol future
assistance must be on channelin: migraats to ccononically produc-
tive areas and consolidating production and social services in

the acreas settled.

LOAN IMPLEMENTATION PLAN: Regular A,T.D. loan daisbursement and
procurement procecures are expected to be followed in the loan
project. A detailed description of the implementation plan and
PERT Crart are provided in 11, A,

OTHER SOURCES OF FUNDS: Thne Ixport-Impcrt Bank, the World Bank
Group (WBG) and the Tnteramerlcan Deve.opment Dank (IDE) have
stated that they are not interested in financing this project.
However, the IDB, Wil and other donors have indicated an interest
in financing possible future colonization projects in the Boulivian
Oriente.

STATUTORY CRITERIA: All statutory requirements have been mct
(see Arnex I, Exhibit 3).

ISSUES: As indicated by the body of this CAP, the issues raised
in the Intensive Review Request and the TRR cable of January U,
1974 fron AlD/w have been examined and resolved.

RECOMMENDATIONS: On the basis of the conclusions of the Capital
Assistance Committee that this project is technically, economically
and financially sound, it is recommenced that a loan be 9uthori:°d

to the Government of Bolivia in an amount not to exzeesd $9.7 =millicr,

subject to the following terms and conditions:
a. Interest and Terms of Repayment

The Borrower shall repay the loan Lo A.I.DL. in Unite. Luznnz
dollars within forty (40) years from tre date of the first din-
bursement under the Loan, inclwiirny a . ruce period ool Lo e
ten (10) years. 3Borrower stell pay to A.1.D. in Unlled Sloben
dollars on the outstanding balance of the loan interect ot Lnc
rate of two percent (2%) per annum during the grace period and
three percent (3%) per annum thereafter. ‘

UNCLASSIFIED
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b. Other Terms and Conditions

In addition to the standard conditions and covenants of A I.D.
lending, the Loan Agreement should include the following:

1) Conditions

a. Prior to the first disbursement or the issuance of any
commitrent dccuments undev the Loan, Borrower shall submit to A,I.D.
in form and substance savisfactory to A.I.D.:

(1) evideace %“nat the lands to be transferred to
settlers are subject to no eacements or other uses of third
parties which might unreasonabley interfere with the settler's
use and enjoyment of the lands;

(ii) evidence of adequate staffing in the National
Colonization Institute (INC); and

: (iii) a plan for the promotion of colonization in
the Project area.

Y. Prior to any disbursement or issuance of any commit-
ment documents under the loan for any purpose other than to
finance consulting engineering, design, or technical assistance
servieces, Borrower will submit to A.I.D., in form and substance
satisfactory to A.I.D.:

(i) evidence of the creation of a coordinating mech-
anism that will includc a reviscd Operations Committee and the
appointment of a project coordina’or for tne INC;

(ii) agreements among those GOB ministries and agen-
cies participating in the exseution of tlre ‘roject, setting forth
their roles, responsibilities and contritucions to the Project;

(iii) evidence of adequate rrovision for ori<rtatiecn
or new settlers in the Project area;

(iv) a statement of' the criteria settlers mus< meet
in order to be eligible to receive title to their lands;

_ (v) & time phased implementation plan for carrying out
and monitoring the project and an evaluation plan for measuring
progress toward meeting project goals and assessing the project
outputs against planned output targets,

€. Prior to the initiation of any construction activity
Borrover shall submit, in form and substance satisfactory to A.I.D.,
complete plans and specifications for such construction.

\
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2) Covenants

Except as A.I.D. may otherwise agree, the Borrower shall
covenant:

LD

(i) to erfect necessary stafling changes and additions
on a tir-~ly basis;

(11) to review the Dbrogress oi’ the Project annually
with A,I.D. in accordance with a mutuaily agreed upon implemen-
tation plan;

(iii) to develop and execute & land use policy, within
six months of the completion of the land use survey, which, among
othar things,

(a) acknowledges the findings of the land use survey,

(b) sets aside lands for future settlement projects, and

(c) outlines a frameworx for the development of those
lands set aside;

(iv) to provide adequate support to the research and
extencion staff in %he project area;

(v) to formalize a small farmer credit mechanism for
the project area which involves the Bolivian Agricultural Bank
and the Agricultursl Extension, Credit and Cooperative Development
Agencies; and

(vi) +to limit the role of INC in GOB colonization rrojects
to those activities which are generally associated with vicneer
colonization, while leaving the longer terms consclidation acti-
vities to other governmental agencies, thereby enabling INC to
move on to other colonization areas.

COMPOSITION OF THE CAPITAL ASSISTANCE COMMITTEE

Larry T. Armstrong Capital Development Cfficer, Project
: Coordinator, USAID/k

R. Jéése Moffett Chief, Rural Development Div. Project
Manager, USAID/B.
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SECTION I - NATURE OF PROJECT

A, Prcject Description

1. Purpose

The specific purposes of the sub-tropical lands development
loan project are: (l? to increase the productivity and incomes of
approximately 11,000 migrant cerpesino families who will eventually

be living in the project urea; {2; %o expsnd the production of food
crops; and (3) to implement and institutionalize a Process which can

be replicated by the CORB for developing potentially productive, but under-

utilized lands in the Rolivian Oriente with participating small farmers.

To achieve the purposes of the project, the following items
will be finenced from loan funds:

1. the improvement of approximetely 80 kms of existing road
in the Chené/Piray area and “ue construction of approximately 100 kms
of new roeds and the development of approximately 800 kms of access
trails in the San Julian zZone;

2. the construction of one agricultural service center in each

of the Chané/Piray and San Julian areas tg promote technologicnl change,
cooperative development and land titling assistance to the smail farmers

of these regions;

_ 3. the drilling of sufficient rumbers of poteble water wells
in the project area to provide for the reeds of approximately 5,000
small farm families;

L. the construction of & small health post and the purchase
of a mobile health unit §o provide for the initial needs for health
services in the San Julidn urea;

2. the implementation of an orientation program which will
provide the settler entering the San Julian area with information and
assistance needed to help him and his Tamily adjust to their new en-
vironment;

6. the Trovision of administrative support and techniecal
assistance to *he Instituto Nacional de Colonizaeidn; and
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7. the execution of a land resource study to determine the
suitability of other areas in the Bolivian Oriente for future settle-

ment projects.

This new process for developing and incorporating new areas of
the Bolivian low lands into the agricultural econory has been designed
to accelerate andmaximize the long-run effectiveness of the spontaneous,
rural migration slready taking place. The activities proposed here
are an intezral part of the GOB's development strategy growing out of
its receat Sector Assessment, (see I,B, 1) and are llkewise in accord
with USAID's views of sector priorities which were articulated in the
Mission's DAP presented to AIDMW in liovember, 1973.

2. Pocus of the Project

Historically the greatest shere of Bolivian economic activity

has centered in the Altiplano and the mineral rich upland valleys

of the two great cordilleras which form the Andean chain. Even today

a large proportion of Bolivian's rural population - perhaps as much

as 85 percent - resides in the Altiplant, region and in the highland valleys
of the Andesn Mt. Range: These sareas comprise about 24 percent of the
nations's total land area, much of which, due to topogravhic and climatic
“characteristics, is uninhabitable, inhospitable and unproductive. The
bulk of the rural pcpulation here ekes out a marginal living from
subsistance agriculture, cultivating potatoes, barley, corn, whent,
quinue, and in selected areas, other cooul season vegetables. The

typical campesine farmer also tends livestock usually consisting of
sheep, llama or alpaca, and often pigs, cattle or poultry. The land
ownership pettern, largely as a result of agrarian reform activities
dating back to 1953, is predominantly minifundia characterized by many
small farms avereging perhaps no more tran 2 to 3 cultiveble hectares
per family. Population growth and inheritance practices continue to
result in further subdividing of the relatively small plots. The
Altiplano and valley regions are thus becoming more and more over-
Populated relative to the capaclty of the land resource base.

Furthermore, off-farm employment opportunities in these upland
areas are relatively few and the non-farm sector has shown limited
capacity to absorb surplus agricultural lsbor. As a result, many
campesinos who remain in the agriculturel sector are underemployed
in the sense that they contribute little to agricultural production
in the region. The marginal productivity of agricultural labor and,
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likewise tne return to farm labor is low with the result that rural
incomes in the uplands are depressed and most campesinos live close
to margin of subsistance.

In contrast, the Bolivian Oriente is characterized by large
tracts of arable lands with very limited populaticn. & large and
modern commercial agricultural sector ij developing in the central
oriente arcund the city or' Santa Cruz, and row produces about 204
of the national output -- much of 1t for export. Santa Cruz agricul-
ture typically ewploycs large amount. o capital; is manarement inten-
sive by Bolivian stancards; and demeznds sunstantial amourts of zeasonal snd
full-time agricultural labor at comparavively atiractive ware rote

< “

Thewe 1s also a viable small ferm sub-sector which has developed
in selected areas of the griente in the past decade. Per capita produc-
tion &nd incomes of small Tarmers here are significantly higher than
in the heavily populated Altiplanc and upper valleys, and seversl
studies nave been comdleted which indicate the increases in income that
can be realized by migrant families wio move Ffrom the highlands to
the lowlands. Wessel, wio studied o sarple from eight villages in 1970,
estimates that average farm family incorie increases from 3242 to fluoy. 1/
Greber®s study showed that average net family income in the Cuatro Ojitos
settlement, which is located on an all-veather road with ready access
to the Sante Cruz market area, was $1052 in 1972. £/ Royden in a 1971
study of the same area esivlmates average per capite (rather than per
family) income at $178 compared with an average income of $hli per
rurai dweller in the country as a whole. 3

The fact that productive land in the oriente ig abundant and
can be brought into production under labor intensive technology re-
Presenis a singular opportunity for increasin; 2mployment and inecome
levels for & large number of campesino farmers from the overpopulated
highlands by their participating in the development of nitherto un-
.exploted land which will contribute substantially to regional and
national econmic growth,

Thus, developuent of these underpopulated areas of the Bolivian
Oriente has become a major concern of the GOB in recent years. Since

1/ Kelso Wessel, The Profitability of Small Farms in Bolivia, Cornell
University, mimeograpn N° 27, pp. 26,

2/ Kenneth Graber, Agricultural Life in the Colonies, Methodist Chureh
in Bolivia, 1972, .75,

3/ Thomas Poyden and Boyd Wennergren, "The Impact of Access Roads in
Spontaneous Colonization" (Logan, Utsh State University, 1973) pp.67-68.
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the revolution in 1952 the GOB has adoptoed numcrous policicr: and under-
taken a number of prcjects directed toward more intensive arricultbural
settlement in the oriente. Various settlement schemes have been attempted:
some with external financing from dorior agencies including IDB and ATD:
others financa2c wholly or in vnri Zrom (DB resources. These projects

nave varied widely in terms ol objectives, loeation, inputs, characte-
ristics of migrants, and organizotion. aad they have met with varying

degrees of succesu.z vince tne wia-1952's aporoximately 50,000 farm
oy PR o .
families, or about 7). of Rolivia's rural vopulation, have mirrated and
b ! ’ e
establishea themselves in the sub-oropical lowland:. Approximately 80

percent off these have migrated spontaneouasly, and the rate of such
migration has lncrbag&a rw 1dly in the last iive years. It is currently
estimated that about 6, 000- 8 000 families per year leave the overpopulated
highlands to seek a better llfb in the oriente.

The GOB recognizes its responsibility to further promote oppor-
tunies and production and remains committed to continuing effort: o
develop the oriente with campesino participation. The problem iz tr,
find a way t> make colonization movements more cffective at s low cont
which will enable the GOB to accelerate the incorporation of unezploited,
votentially productive land. To achieve this end, the projcct model ceev:
to combire the positive features of past directed and spontaneous colo-
nization efforts. In addition, the model has incorporated seversl in-
novative features which are also aimed at that end and are consistent
with the findings and conclusions of an =avaluation of the Bolivian ex-
perience as outlined in I, C, 2: (1) it focuses on support to areas
of advanced snontaneous colonization with demonstrated economic viabi-
lity and the incorporation of peripheral lands; (2) it facilitates the
transfer and maintenance of truditional socio-cultural institutions which
promote cooperation and stadbilivy; and (3) it provides the GOR with a
model or prototype which is low price and utilizes cost effectiveness
principles, thereby enhancing the possibility for replication by the
National Colorization Institute.

3. Suggested Model for Bolivian New ILands Developmentg/
a  Stages in Settlement Process
Three successive stages in the develcpment of n

been identified: pioneer, consolidation, and develcvment. g !
are somewhat arbitrary in that there is a continuous gradati betveen zhnpern

r—1 m

1/ For a discussion of principal studies describing Bolivian colonization
experience sce Part C of this Section.

9/ The generalizations set forth in both parts a. and b. of this section
araw heuvily upon the relatea material from Michael Nelson, The deve-

lopment of Tropical Lands: Policy Issues in Latin America. (The Jommn
Hopkins Press: Baltimore, 1972).
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and, in scme development areas, all three stages may be observed si-
multaneously. Nevertheless for analytical purposes such a classification
is useful.

Typically, pioneer zones are cheracterized by: (1) recent and
continuing settlement of lands wnich are being cleared of natural vege~
tative cover; (2) poor housing, infrastructure, and access roads; (3
primarily a subsistence economy; (U4) unstable settlement and high rates
of settler turn-over; (5) no urban development, utilities, or services;
(6) lack of a mechanism to establish ilepal titles: (7) 1low capitaliza-
tion in egriculture; (8) i1itvie formal sebtler organization; (9) vir-
tually no internal iabor market; and (1C) limited settler kuowledge of
80il capability, climate, Crovs, Oor manegement prachtices.

Consolidation may *ollow 5 to 10 years efter pioneer settlement.
There is a general up-grading in eli physical aspects: (1) land tenure
and setilement patterns are more shable; (2) settlers have less contect
with their originel home arcas, (%) there is less abandonment of parcels;
(4) some consolidation of holding ocecurs; (5) larger crop areas are
achieved; (6) market orientatlon of production increases; (7) knowledge
of agriculture suited to the wone luproves along with capecity to
effeccively use credit; (8) urban centers with commercial and govern-
ment services develop; (9) nigher capitalization in egriculture appears
in the foru of plentation crops and livestock; (10) a labor market forms;
(11) more permanent housing snd infrastructure are built; (12) small
scale processing of agricultural Products and saw milling develops; and
(13) colorist organizations or even local government is formed.

The develorient phase occurs rernaps 5 to 10 years after con-

solidstion and 1s characterized by:(1) 2 siguificent urban center and

a major flow of private capital into industrial and commercial activity;
(2) well aeveloped local markets for sgricultural products in the region
provided by the urban population; (3) a firmly established local govern-
ment with active settler participation; (4) th2 transfer of many central
overnment, services to local entities or private civic organizutions;
?5) en improved agricultural technology and accelerating demand for
credit; and (5) the substitution of capital for labor.

The rapidity with which an area may move from one stage to
another depends in part on the socio-political environment in wrich
development occurs, intrinsic economic Tactors, and the i .crementa?
public sector (and sometimes private) resources which may be allocated
to the development process.

UNCLASSIFIRG
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L. Types of Settlemenc Models

With regard to pPerticipation of government in a settlement
Project, two types of models ugy be deseribed: directed and spontaneous.
There are, of course, various gradations also found between these two
models. The directed nodel implies & substantial input of public re-
sources and generally a nigh levsl of direct subsidies to individuzl
settlers. "nder the spontanecus model, Little public support is pro-
vided either to the individua: or to sevulers in groups. Migration
generally occurs in resporise Lo economic pressures and incentives and
only arter initizl settleme dooteurved snd the development area moves
into the consolidation EUAREC CGoes governient normally take an active
role. Directed colonies have Led, Tor numerous reasons, a high incidence
of failure Ty most sicudards of evoliation. 1/ Moreover they have ex-
hibited high levels o Per settlier expenditure not only of financial
inputs but also of administracive tij~ trus placing a severe drain on
the public ireasury and on generally scarce government management talent.

=
cr
»

’
o

¢. The Concevtusl Mode' oy Bolivia 2/

The model proposed nersunder accepts as a general goal the
GOB's desire to absorb in the oriente the net increase in rural popula-
tion in the highlands, Tt also Presupposes the need to direct migration
into areas of high agricultural productivity with the capacity to produce
8 crop production mix favoring Bolivia's principal commodity needs

(i.e., mainly food erops in short supply domestically which will reduce
lmport reovirements or crops having high foreign exchange generating
capacity). To support the development ef<urt in tnese areas and .o
achieve stable setclement and egriculivral growth requires additional
infrastructure, socicl services and techniecal agricultural support for
new communities of settlers.

While such infrastructure and services are lmportant, it
is necessary to recognize the trade-off between level of services and
cost. Thus the concept of project economy is especially important i+
there is to ve any realistic possibility for extending the proposed

l/See Section I, C For details on the evaluation of both directed and
spontaneous colonizatvion in Bolivia. It should also be borne in mind
what egually high incidences of Tallure may also occur in spontaneous
colonization, that few records or data exist for the spontaneous efforts
which fail in <he pioneer stage.

g/This section also draws heavily upon tha policy implications and project
design recommendations of Nelsen, op. cit.
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Process for new lands developwent into other areas and if this develop-
ment process is to be institutionalized. It ig quite evident that

the costs of Previous GOB ~clonization efforts exceeds that which would
be manageable within GOB budretary constraints if 8 significant resettle-
ment process (in terms or magnitiude and efficiency) is to be achieved
and sustained. A low cost wrocaes. therefore must be ccughit which also,
on ihe basgic of prior expericnces, yprovides the minimum necessary con-
ditions to insure the most efective ucilization of government inputs

as well &s the :ettlers own resources.  This process muss also recognize

‘weaknesses in the irstitutional suructure and limitations on technical
and managzement experiice curroinly cniracterizing GOB agencies which

.

will be required *- irplewent and suprort these development 'efforts.

A model for Eolivia mist 4lso seek to avoid problems en-
counterzd ia prior projects zand build on the insights which have been
gained in previous attempts at new lands development. An evaluation
of previous colonization Projects and settlement efforts in Bolivia
é&nd other parts of Latin America is presented in Section I,C.

Findings of those frulyses iniicete that six factors are
of eritical immortance to the success and stability of new lands settle-
ment prograws. These factors inelude:

©

The presence oT an all-weather access road.
The location of production in response to market forces.
The presence of social-cultural institutions which
reduce the risk assnciated with migratic.,

Lo The economic viability of production.

5. The developaent of cooperative action.
- 6. The Presence of 4 potable water supply.

W R

In addition to tiese fretors vhich are necessary minimum
conditions to supoort successful new iands development, experience ang
analysis of the general Bolivian situstion suggest that provisioa of
certain additionsl government services will yield high rates of return
on the social investmenc arc accelerste Cevelopment in tie area.

These services include basic healtn care services and adult education.

d. Configuration of tae model

The suggested mocel for tais project may be described
as "semi-spcntaneous" since it seels to overcome the disadvantages
of both directed and spontanecus settlement and permits implementation

UNCLASSIFIED
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at minimum cost. Consist87t with the findings and recommendations
of the 1IDB l/ and Nelson £/ studies, the loan project focuses on
suppert to areas of advanced :zponteneous colonization with demons-
trated production viability (the consolication stvage) and the in-
corporation of peripheral lands (the pioreer 5tage). In the settle-
ment of the latter, the project is sensitive to the need to transfer
and maintaln social-culturel :nscitutions ©o reduce the risks asso-
ciated with migration as recomasaded by Keller and Aitken 3/ and
o assist in the development of groups for cooperative action. This
will be facilitated through the settlement of groups, homogeneous
by origia ox backzround.

The general upjyrouch o new ..ands development pursued in
the loan preject model involvca Lhe successive integration of peri-
pPaeral lands i.to already developea agricultural regions, e.g., the
project area would Le avsorbed into tune Santa Cruz pole of development
and gredually absorbed iate thne agriculturel sector as a whole. Such
an ayproach makes maximun use of infrastructure and social capital
already ia place, relies in large vart on estvablished market demand
and services in nearby population cenvers, and thus captures external
e¢conomics Tor development occurriniy within the project area itself.
iikewise, the growth of the alrcady developed area 1s reinforced as
additional services veguired +o support the sub-tropical lands develop-
ment project ares provide increased employment and 1lncome opportunities.
Thus the growth pole cnd its ainteriand ere mutually supportive, although
clearly in different stages of developmernt.

Also to the erbtent thal extrome varioltons in vhe nrroclimatic
environment are absent, the production capability of the project area
can be iaferred to be somewhat similar to that of already developed
Parm lands adjacent to the project area. This providessome assurance
of the longer run production viability for the new lands assuming that
comparable levels or technology can be utitized by settlers in the newly
developing areas aid minimizes the research and extension tasks to be
addressed by the agricultural development institutions. To meintain

i/ Interamerican Development benk, Evaluation of Tropical Colonization
Projects, Latin American Papers on Agriculturel Development, N° 7
Washingtoi, June 1970°

2/ Nelson, op. cit.

3/ Gordon N. Keller and Percy Altken, "Socio Cultural Factors in
Colonization in Bolivia, Utah State University Series, La Paz, 14/74,
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and expand the viability of production, however, a range of gupport
services to agriculture is to be rrovided including research, extension,
credit, improved marketing information, etc. Such services tend to
increase the productivity and well-being of the small farmer

thus increasing real income even further and providing greater incen-
tlves tu others to migrate.

To support the integration of the project area with already
developed areas will necessitate the extension of the transportation
system into the new lands aree. A well~developed jenstration road
designed to support all-weather traffic is a basic requirement. In
this project two such roads will be provided. A retwork of feeder
routes to provide access to lands not fronting on the penetration
road is likewise necessary and will increase the density of settlement
and intensity of use of the trunk route. Along with access trails,
which through community initiative end self help measures can be later
developed into higher grade roads as development dictate, a reliable
supply of potable water must also He provided as elements of basic
infrastructure to support stable sethlement in newly developing areas.
Both will be provided in thisg preject and en emphasis placed on self-
help group action to address their maintenance and further development.
Where potable water does not exist or is not readily accessible through
development of shallow wells (vithin the capability of individual settler)
then public support for investment in comuunity water systems is required.

Past new lands development efforts in Bolivia have attempted
to provide many of the above services as part of specific development
projects. The agricultural support services as well as those for
education and health have often been administratively and financially
& project-conlined responsibility of the agency sponsoring resettlement
To a significant degree this broad function 1s still shouldered by
the INC. 1In this project, as in the suggested model, government ser-
vices, which are normelly provided in other areas, will be expanded
into the project area and provided as a pert of the regular programs
of the various participating agencies and ministries.

4. Project lLocale Characteristics

8. Criteria for Selection of the Project Ares

Drawing upon the policy and project design recormendsticons
of the Nelson study, prior INC site studies and evaluation: snd the
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preliminary findings of the sector assessment, the following criterion
were developed to select the project area from a number of possible sites
in the griepte where the COB has plans for sub-tropical lands development:

- &an area ol advanced snontarecus colonization with demorns-
Trated economic produciion viasilivy, i.e., at the congolidation stage
along with contiguous undeveloped areas of highly similar agro-climatic
characteristics;

- the capacity of the area to Produce crops and livestock Dro-
ducts in short domestic Supply, crops and livestock that can be exported,

and crops for subsistence purposes until the farms become Mly com-
mercialized,

- the proximity to or existence of social and productive infra-
structure already in place;

- the proximity to proposed regional agricultural development
service centers for the central oriente referred to in DAP, i.e., the
Saavedra Station (a part of the Ffoous of’ this proposed center is a
strong supportive role to the GOB's sub~tropical land development effori);

- the lack of other similar external donor activity in the ares.
b. Prcject Location

The selectad project ares lic: in Suntiesteban wnd dud'le, oo
Chavez provinces of Santa Cruz Department loculon npprovimately 7 milen
north of the city of Santa Cruz (see Anncex VI , Bxhibitl ). i arcy of
advanced spentaneous colonization witt proven produetion viability in
known as the Chane-Piray. It is roushliy criangular in shape, bounded
by the Rio Chandé on iie south, the Rio Piray to the west, and the =
Grande to the caut. About 200,000 hectares are included in this &%
area. Access from Santa Cruz is via the all-weather road which riun-
north about 25 miles to Montero and cnward to the [oraable eressing <
the Chané River at Chané-Independencia. The Chané-Piray is currently
LOccupied by about 6,000 small Tarm familiecs who have spontanecusly tar.er
up some 125,000 hectares in the area over the past several yezr: corcen-
trated along the belt of land made gccessible by a Sulf Cil e¥nloraticn
road. Virtually none of their claims have yet advance to tre 4it1
stage although some of the occupants have heen in possession of 1s
since the early 1960's. This area is expected, with improved seeeos,
to absorb up to 1,000 additional Tamilies working an additional 35,000
hectares.

3

A_contignous undeveloped area witn similar agro-climalic cha-

racteristis to the east of Chane-Piray and is known as the San Julian area.

——
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It 1o reached vin Llie rond L'rom Montero castward to Puerbto Bancora: on

the Rio firande and [com there alonpg Lhe roube of the all-weather rond

to Ban Julian now unver construction with assistance Trom Lhe Federnl
Republic of Germany. ¥xtending some 90 to 120 miles nortwesterly {rom
this road between the Rio Nrande and +the San Julian rivers lics a larpe
tract of potentially cultivable landg. Because of limited accenn to Lhis
area, rew attewnts at settlent have bheen made to date. At present, there
d}e"approximately 200 families rnow settled in this area. However, based
on the high potential of the area as revealzd from prior IlC studies of

a series of potentizl colenization areas,the San Julilan area row represents
the GOs's priority area for new lands setilment ~nd development. About
200,000 hectares of this area will be included in the current project,
enough to adequasely ahsord b, 000 to 5,000 campesino families. An area
of’ equal size and apparent potential lies to the Lmmediate rnorthwest and
undoubtedly will become a Focus of fusure development activities.

147]

c. Soils, Vege:ation and Climate

Ixcept Tor the fact that settlement is well advanced in
the Chané-Piray, both arees cre ecologically similar. Both areas
contain a high preportion (asproximately 60% - 70%) of Class I and
II soils -~ mostly 2lluviaily Tormed, meiium-textured loams -- which
with proper management practices and crop rotation are suitable for
permanent cropping systems. The bulk of the remaining lands, while
of the rcame apparent material, are subject o occasional flooding and
internal drainage wroblems. Until major improvement works are under-
teken to correct tnose problems, these Lands are better -“*ted to
bermanent pasture or timber production. Only a small prc - . tion
(2% - 3%) is classificd as waste land.

Native vegetative cover consists mainly of a heavy
growth of low subtropical serub trush lightly interspersed with a
wide variety o” mixed broadleaves timber species generally not exceeding
10-12 meters in height and 15 to 18" in diameter. The scrub brush
is heavily overlain with a tangle of fast growing vines and trailers
which restricts travel in the area to existing roads and primitive trails.

Reinfall and tempereture patterns are also similar, with within
érea variations exceeding mesa variaiions between the two locations.
Mean precipivation renges from 35 to 45 inches annually with heaviest
rainfall occurring in January and February. In general this is adequate
for & droad range of annual crop enterprises without any need of
supplemental irrigetion.
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d. Cropping Patterns in Project Area

Based on current farming experience in the Chané—Piray and
edjacent arazas, the major crops to which the area is suited are cereal
grains: mainly corn and drylund rice. Other grains such as wheat
and sorghur also appear to be adapted to the area although there 1isg
insufficient experieace with thesze crops to date to draw definite con-
clusions. The area is also ecologically favorable for cultivation of
oilseeds crops such as soybeans and peanuts. Coiton is being grown
successfully a few miles to the south. Suzar cane likewise is well
adapted to the arca although given the preseat location of processing
facilities high transportation costs limit the areas where cane can be
grown and marketed proditonly. Fruits and vegetable crops are also
being grown with success in “he project area, but because of the
perishable natuce of these oroducts and the distance to markets, pro-
duction of these crops must be geared, initially at least, to local
conswiztion.,

Small livestock enterprises are also important aspects
girthe de{elopment wnich has occurred ia the smell farm sector in
the Chane/Piray ana other adjacent :clonization areas. Major
activities involve poultry, pigs, ind dairy cettle production, mainly
.'with & view toward Tamily subsictance and local consumption. A Pew
sheep, goats and beef cattle have also been observed on farms in the
area.

While the above indicates that & large variety of farm
enterprisezare technologically well suited to the aresa, economic
factors -- »rices, production consvraints, and marketing practices --
have resulted in rice and corn being the major commercial crops
currently bbing marketed by the small farm sector in this region;
and it is likely that these crops will continue to be the mainstays
of production in the project areca. Other crops however are being
Procuced by the small farm sector mainly for domestice consumption

“and nearby lccel merkets, and most farms have at least one livestock
activity. Such & diversification of farning enterprises appears to
be a Tational management strategy for small farmers in that it spreads
the risk of crop failure (or low yield) over several enterprises;
Provides a more stable time-balanced demand for limited farming resources
-= mainly family labor; and gives the farmer s familiarity with a
range of production alternatives among walch to choose tb maximize
farm income.
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5. Prolect Components

Specific components of the project for which AL loan, GOL and

other financing is being provided are illustrated in Table 1.

TABLE 1

COST BREAKDOWN OF PROJECT COMPONENTS

(usg 0©00)

AID 1/ AID GOB Comm'ty Other

Lloan Crant Contrib. Contrib. Donors _TOTAL
Roads & Trails 7,838 6h2 150 5,630
Production Services  9Cu 534 1,524
a) Agr.Ser.Centers 490 354
b) Credit 500 180
Social Services 327 143 200 670
a,) Potable Water 277 L8
b) Health Posts 25 79 100
¢) Orientation 25 25 100
Project Admin. 240 150 625 1,015
a) Admin Support Lo 625
b) Tech.Assist. 200 150
Project Locetion 250 3,160 3,510
a) Land 3,000
b) Land Res Study 250 160
TOTAL 9.645 150 5,104 150 200 15,249

;/ The loan disbursement period is anticipated to be 4 years.

a. Crenetration Roads

_._..<_._.._....__.____._.._......__a_._.___._...._...._.._.__...._.__.__._._____..._._....._............_.::::

Funds are being provided to finance the construction of
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two all-weather roads to provide basic access into the project area.
Additionally a network of dry weather access trails will be constructed
to connect with the main trunk routes and provide access to the farm
areas not fronting directly on the all-weather roads.

One of these main roads will involve the improvement of
the existing penetration road which conn=cts Chané-Independencia with
Piray, some 80 Kms. to the northwest. Tae improvement of this road
1s expected to immediately benefit the estimated 6,000 families who
have already settlerd in the area. Furtner, it will provide increased
incentives for more iutensive settlement of the northern reaches of this
sub-area where an estimated 1,000 additional small farm units could be

developed.

The other all-wesather road, which will be constructed inte
the San Julian sub-ares will connect with the German-GOB road ulout
20 Ku. from the San Julian river anil extend northwesterly praralleling
the river for about 100 Km. This route will provide access to approxi-
mately 200-250,C00 hectares of undeveloped agricultural land and create
settlement opportunities for approximately 4,000 small farm families.,
This access road may be regarded as the first pPhase of development
of the Sar Julian sub-area since extension of this artery and construc-
tion of acdditional dry weather access trails beyond the project area
would make accessible an additional 180-200,000 hectares Tor develop-
ment of some 4,000 additional farm units.

Construction of the two all-weather roads will be contracted
to & privete construction firm. The National Road Service (SNC) will
supervise the design and construction and will be responsible for
. malntenance when completed and integrated into the national road
. network. The cost attributed to the AID loan for the construction of

these roads 1s expected to be $6,732,000 while SNC's supervision end
operational support is estimated at $174,000.

Dry weather access trails will be developed to provide
settlerslocated away from the all-weather road with rudimentary access
to that facility. These "trails" will generally not exceed 8 or 10
kilometers in length and will be of such minimum specifications as
to be suitable for one-way traffic in a high clearance vehicle,

The National Community Development Service will take tne

lead in improving existing "trails" in tqe Chané-Piray area, relying
on self-help and community cooperation efforts to complete the work.
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Therefore, there will be no charge to the AID loan for these acti-
vities. In the San Julian area, the INC will construct the necessary
"trails" which will inter-link the various community settlement
nucleos_ (see II,4,6) with the main all weather road. Loan funds

in the amount of $1,1.06,000 will be utilized for the purchase of

heavy equipment, spare parts and svecial  lubricants 5 which will
be used by INC to develop trese access trails in San Julian. Costs

to INC, including operation &nd maintenence of equipment, are estimated
at $468,000 over the 1life oF the Project. Community contribution to
the maintenance is expected at $3.50,000 over a four year period.

b. Production Sunport Service

l) Agricultursl Service Centers

It is planned to establisa +wo agricultural service

~ centers one in each o the project sub-are . -- to provide tech -

nical support for settlers in the area ani to serve as a focel point
for regional agricultural developuent activities. A major function
of' these service centers will ve to provile facilities through vwnicn
agricultural extension services can be provided and to develop effective
inkeges between farmers and the existing agricultural resesrch faci-
lities at Seavedra. A branch research suo~-station will be established
as part of the service centers, the purpose of which will be to discover
the best-adapted agricultural technologies for the agroclimatic environ-
ments which exist locally. Special emphasis will be on adaptive types
of research activities such as variety testing, planting dates, szeding
rates, efc., for the major crops, and other cultural practices and

ropping systems aimed &t luproving the efficlency of agricultural
production consistent with the avaiiuble resources of small farmers
in the area.

The resident rescarch staff from the Saavedra L% Lxperi-
ment Station will be relied on to design research experiments and give
necessary supervision to their execution. However, additional support
Personnel will be required to assist at each sub-statior.

Stafl of the agricultural extension service whicn will be
assigned tc each service center will coordinate closely witn research
workers to insure thet the relevant research results are trancmitted
to farmers in the area. They will elso undertake the more traditional
functions such as working with cooperating farmers to develop farm
management plans, promoting seed reproduction and distribution, provid-
ing assistance for insect and disease control, assisting in the forma-
tion of cooperatives and other farmer organizations, etc., and as
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noted below, will provide advisory services to the Agricultural Bank

of Bolivia in the area of production credit. As the respective areas
develop and as the need for additionsl agricultural support functions
grows the service centers can be used for other functidns sucn

as distributing agricultural inputs, serving as a hiring hall for
seasonal labor, or providing specialized marketing services for farmers.

The service center will also serve as a headquarters
for public agencies including the INC, SMNDC, etc., and shall
include: facilities for the Agricultural Bank through which credit pro-
grams will be provided (see following subsection). liowever, prirery respon-
sibility for the administrabive operatior. of the service centers will
rest with the Agricultural Extension Service.

It should be noted that this concept of agricultural
service centers, as a method of upgrading the agricultural technology
base of the small farm sector, has vecn erdorsed in the recommendations
of the Ministry of Agriculture colpleted sector assessment and cons-
titu?es a major element of their proposed Program strategy (cce I
B, 1,.

The major inputs to be provided under this loan in
support of the Agriculturel Service Centers will be for construction
of physical facilities Tto house and office the service center stafs
and related operatives, vehicles to provide adequate mobility to give
the staff relisble access to the respective sub-regions, and certain
operational expenses and other equipment. The estimated cost of these
items is $1490,000. GOB inputs will be mainly in the form of staff
salaries and operational expenses expected to cost $354,000 over the
life of the project.

2) Aericuliural Credit

It is anticipated, initially at least, that the meier
agricultural credit requirements in the San Julian area will be for
short term loans for production inputs. Such loans would probably
not have a maturity greater than four to six months and would be
used for the purchase of seed, perhaps some agricultural chemicals
for pest control, and especially for the _abor cost of rice a-d corn
harvesting. Gregg has estimated that in the San Julian area a typical
campesino farmer's production credit neéfi would average about 3200
per year over the first several years. &/ Given a phased influx of

l/ Russel B. Gregg "Agricultural Credit feor Sub-Tropical Colonization
Project - an Intensive Review Paper" unputlished paper USAID, March

19, 1974 Page 5, Table 1.
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settlers over a 3-4 year period production credit requirements ror
the San Julian arcu arc estimated at about $200,000 annually over the
initiel years of the project.

As setilers become more firmly established some
inecreased credit will be reguirzsd for the purchase of livestock --
mainly dairy cows and pigs. Such loans would require a longer
meturity of' perhaps 12 to 36 months. Later on there may be Turther
need for intermediate term lcans Tor dravgit animals and some inter-
mediate technology level mac inery. However, as settlers become better
established in the comrunivy, tae range of credit alterna*ives open
to them also expands.

In the Chuné-Piray area toth short term production
crediv and intemediate term loans as described above are already
aeeded. Wnile a more coiplete wnilysis cf farm production systems
in the Chané~Piray might provide a more accurate estimate of total
credit needs. Grezg's estimate o abeout §350 per settler in the Chané-
Piray is a reasgnable rule of “humb of tre annuai credit requirements
in this area. &/ given that rore settlers obtain loans through other
informal or orgzanized credit sources: that others are rationed in-
ternally out of the murket rfor loen funds, and that slack demand
period for short term loans would create vemporary liquidity surpluses,
only 15 percent of the estimated credit requirements for the Chané-Piray
aree will be provided under this loan. An initial input of about
$300,000 is required for this area, bringing the total agricultural
credit requirement For the project to $5€0,000. The agricultural
bank (BAB) and MACAG's contribution to this program in salaries and
operating expenses is estimated at $180,C00.

c. Social Services

1) Potable Water

In order to insure that potable water is available
to new settlers in the woiect area, rudimentary community water
systems wiil be developed at scveral selected locations. Since
adequate potable water has already been developed to support the
existing settlement in the Chené-Piray area the major

effort will be in drilling new wells in the San Julian area.

1/ Gregg, op. cit. p. 6, Tabie 2.
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Experience to date suggests it will be necessary to drill
8" wells to a depth of 50 to 70 meters toc obtain adequate water to
meet requirements of the proposed communities. Responsibility for
siting and drilling these wells will rest with INC and will be carried
out by personnel of that agency. A minimum of one well per group of
LO families will be required, ond in rore central locations
with Treavier population concentrations additional wells will be
needed.

Fundé provided under this loan will be used to purchase
drilling equipment, well casing, Pipe, hand pumps, filter material,
etc., to develop an estimated 200 wells i1 the San Julian area. The
cost to loan funds for this activity is estimated at $277,000 while
the INC contribution in salaries and operation expenses is estimated
at $48,000.

2) Health Facilities

Funds are proviaca uader <he loan for the provision
of a minimum level of public healtn services in the San Julian area. A
sanitary post will be constructec and s Mobile Health Unit will be
provided to give public healtn personnel maximum flexibility in the
project area. Total cost to the loan for these facilities is expected
to be $25,000, while the GOB input for salaries and operational support
is expected to be $70,000 over tne life or the loan. In addition
other donors will contribute an estimated $100,000 for the maintenance,
management, and supply of existing health facilities in the Chané—Piray
subarea.

Once establisned tic sanitary post facility will be staffed
and integrated iato the national health system administered by the
Ministry of Health us part of that agencies' on-going program. The
mobile health unit wiil be retained by INC and used in future settle-
ment programs.

M g I3
3, Orientetion Program

A short term orientation program will be provided to
groups of new settlers in the San Julian asrea. This program will be
directed by the United Church Group (UCG) in accord with agreements
already formalized between representatives of that agency and the INC.
Some assistance will uliso be provided through the SNDC in the area of
cooperative and pre-cooperative development.
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The orientstiocn program will give attention to group
decision maxing processes and focus on problems and techniques to
improve nutrition, crop husbandsy, health care, community cooperative
organizatiaon, bulldins construction, land clearing, animal nusband-
ry, and ovher prograns Jdesigued to give settlers confidence in ad-
Justing Lo thelr new envircun:at and to in-crease their capacity to
deal with tche physicel wnd c:ological prov.lems of the lowlands. The
mein target of this orient: iio: program will be those homogensous
grouns of migrants which have joined together and settled in community
groups.

Major funding i'cr this pRogram will be derived from con-
tributions arrangzd for by the UCG. However, a small amount of the
loan or sxjroximately $25,000 will Ye used by the INC to purchase
vehicles and equipment which will be assigned to UCG to support the
oriencation activities which will ne carried out at various niicleo sites.
The GOB will provide approximenely $25,000 to support the salary costs
of UCG "orieatadores” while other donors will provide spproximately
an additional $100,000 in UCG suppcry for orientation.

¢. Project Administiation

Loan Tunds will also be provided to support project ad-
ministration and to assist the INC in developing and formalizing a
long run strategy which institutionalizes the new lands development
process.

1) Administrative Support to INC will require purchase
of office and communication equipment and vehicles required for manage-
ment and coowdination in the project area. Approximately (40,000
of iloun Tuad: will be used for this purpose while the GOB will provide
approximately $625,000 for salaries end operational expenses at the
Central Monterc and San Julian INC offices.

2) Tecinical Acsisbance in the forn of consultsns services
to the INC to further develop and strengthen 1ts capabilities in the
are of project management, evaluasticn, and personnel training will be
required. Three man yearsu of such services are planned totaling ap-
proximately $200,000 of loas funds. In eddition, grant AID funds of
$150,000 will be used to provide for the contracting of a project
supervisor.

€. A Land Regource Study

A Land Resource Study will also be financed from loan
funds. Initially this will involve a survey of the lowland areas
of eastern Bolivia using satellite mapping and analytical techniques
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developed by the Earth Resources Technology Satellite (ERTS) Program
in order to identify those areas with characteristics suitable for
intensive agricultural settlement. $250,000 of loan funds will be
used to Iinance this study, while the GOB will provide approximately
$160,000 for salaries and support cosb and the execution of a "ground
truth survey".

Those areas having been determ-ned by the IXTS Program to
be potentisily suiteble for developmens will then be susjected to more
intensive ground investigation oy %eawns of so0il and pluss scientists,
engineers, economists, etc., to detecrmine *n greater detail the
character of land recources and other agroclimatic features. The
results ¢f these studies will become the busis for a comprehensive
plan for future development and wiil be of importance in establishing
priority orderings not only for the Il but for other Bolivian Govern-
ment &agencies as well,

The first phase of tnis svudy vi1l be conducted under the
general direction of GEOROL vhose previous experience with land evalua-
tion techniques is unique in Boliv-a. Loar funds will provide the
basie ERTS ‘magery, technical assistance in agricultural land evalua-
tion and selected items or equipment to lmprove the detail of the
analysis required for thne Tirst phase of tre study. The second Phase
will be s GOB effort financed from their own budgetary resources.

6. Selected Operating Criteria and Otter Factors Related to Zroject
Design

2. Land Allocation Criteria

The planned land allocation pattern for unsettlied areas
of the project provosss e dual system to accommodate both large and
small farms and provides & mechanism for group settlement of small
farmers asimed at developing homogencous cormunities of people with
common ethnic background or geographical origin.

1) Group Settlement

This feature is specifically designed to facilitate the
transfer and maintenance of the various social and cultural institutions
which are lmportant to the campesino family in the highlands and which
strengthen community solidarity and individuai security in the new
environment. This form of settlement will orovide security for migrants
since'neighbors and friends can move together, thus carrying with them
their socialvcultural institutions that minimize risk associated with
migration.
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The compadrazgo, aini and minka are important features
of the cempesino'slife which tie individuals together under reciprocal
obligations to exchange labor, lend goods or money, or otherwise
assist in time of need. Similiarly comiunity fairs, fiestas and labor
tax obligations serve to bind neople from adjoining communities with
each other thus providing - drosder social and eultural life and pro-
viding a basis for intercoamu:!t, cooperation. The presence of these
institutions in the newly settled areas will reduce the risks asso-
ciated wilh individual migration sud will contribute to greacer com-
munity stebulivy in the long woo. Moreover the zroup settlement
concept is ccnduclive w0 greaver coopercolve sction enad community
self-help programs Iaasmuzh as sebtlers will live in _lose proximity
to each other and have greater opLoritmities Tor soeial inverchange.

The basic idea is to zllcecate land sc that people
Yruaoun ares or communivy in the Lighlends are settled on neighboring
parcers la the project area. In order to achieve offective sroup
settlement, land will be provided %o esteblish small village communities
(nﬁg;ggg) sdjacent to or in th: center of a series of parcels. Such
8 village settlement pactern sovmits & mere efficient utilization of
soclal overhead cepital, £.e., water points, roads, trails, schools,
promotes greater cooperation, leads to earlier functional specialization
and development ¢ warkets for services eand in general contributes
significantly toward greater sociul cohesion.

Experience to date in twc or three pilot areas in the
existing San Julian arsa where the group settlement idea has been
tried, suggests that 40 settlers per gﬁcleo is large enough to make
efficient use of infrastructure and to generate a splrit and attitude
of' ceoperation which achieves venefits for the group as a whole. This
number is wol so large however, es to present management problems or
give rise to serious [factionsl problems which tend to arise from
polarized nodes of leadersnip in larger groups. Because settlement
is already well advance in the Chané-Firay area, this conceot of
providing for the relocation of homogeneous community groups will be pri-
marily applicable to the San Julian are:a.

Inasmuen as the basic conditions influencing the spon-
taneous movement of people from the highland areas to the oriente
already exist, ro major effort to recruit or select either individuals
or groups of settliers Jor the San Julian area is contemplated. However,
some promotional activities directed toward communities in the upper
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valleys and the Altiplano will be carried out. SNDC and DESEC will
have primary responsibility for this promotional effort which will
consist largely of an information program outlining ways in which
communities or homogeneous groups of iadividuals may acquire tenure
rights to land in tne project area. INC proposes to work through
SNDC and DESEC which have on-going progrums in the highland areas to
encourage wigrants with a common origin to settle in groups in such
& way that the lumporteant sceicwcultural iastitutions will be trans-
ferred from their origiael home to the new scttlement and thus ease
theilr social and economic iransition into che new enyironment.

2) TFarm Size

Farm size for campes.no farmers will be limited to
_between 30 and 40 hectares and are expecced to average about 33
hectares. This size of parcel can be farmed ecoromically under
& continuous cropping system relying mainly on family labor, meche-
nized tiliuge methods utilizing either tractor or animal power, and
associated modern dilochemical tecnnolzsy. While it no doubt will be
several years belore adequate tecnnological development and capital
formation occurs to permit wodern mechanized production r.ethods to
be utilized extensively in the project area, between 30 ana 40
hectares will vrovide adequate land to insure settlewent stability
under the more traditional slash and burn culitural practice which will
prevail during the early ycars of spontaneous settlement. The settler
whose labor ard capital resources restrict his ability to «uliivate
more than 6-8 hectares per year under traditionsl practices will have
sufficient land to permit rovation of the cultivated ares orn a 7-10
year cycle, anc¢ at the same time have an adequate area be used for
livestock pasivre aad the more permenent scotlement uses. While it
can be argusd that & smaller average plot o.zc will permit more intensive
use of the project area (initially at least}, 30 to 40 hectares has

been determined to be a i1¢asonable estimate of the land required to
develop the agriculturel unit that will result in long run, 3social
and economic stebility for the ares as the campesino's farming
operations evolve from today's primitive methods through stages

of intermediate tecunology to & more modeirn scientific agriculture.

i“wo classes of larger farmers will be eligible for
larger tracts of land: Profesionales described as individuels with
formal training in agriculiture end access to commercial credit will
be allowed up to 15C hectares, and Empresarios described as commercial
Tarmers or other large investors who can obsain up to 500 hectares.
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To address the objectives noted below these larger tracts will be
intermingled throughout the project area. In no case will they be
located with frontage on the ali-weather zoutes nor may the amount
of land reserved for or distributed to the two types of larger
operators exceed then percent respectively of the total project area.
Title restrictions oa the swaller campesino farm units will preclude
for the medium term any cupansion of the larger famm units through
the purchase or acquisition of campesino farm units,
< The dual system of farm sizes which mixes both large and
(small farm units will vrovide mutual benefits to both large and small
‘farmers.=' Large farms will provide seasonal and part-time employment
opportunities for underutvilized lavor and new migrants of the small
farm sector and may be expected to assume a leading role in ctech-
nological innovation which can accrue to the advantage of small farm
operators not so inclined to assume risks associated with new crops
and techniques. Such cncerprises also contribute significantly,
through their volume of production, to the basis for an earlier and
expanded market for transporiazion, supplv, processing and consumer
services which in turn mobiliz. cud attract to the area private
capital and entrepreneurial talent. The designated location of
these larger units nearby but off the all-weather routes is also
intended to provide spillover efferts to the benefit of the small
farmers through their larger neighbors' greater capacity to provide
significant inputs of capital and labor in improving local trans-
portation and road facilities.

3) Identification and Assipmment of Specific Land Parcels

The allocation of specific parcels of land to groups
of small farmers, individual campesions, profesionales, or empresarios,
will be in accord with detailed plans and guidelines established by
the INC subject to the general provision that the most favorably located
lands will be designated as nucleos and reserved for group settlement,

General plans have already been prepared by INC buc
the more detailed plans will have to be developed as the project
proceeds taking into account details of topography, drainage and
land cover which will become apparent as road construction, clearing
of access trails, development of the cadastral survey and settlement
itself proceeds.

1/ Both the IDB and Nelson Studies recommend strong consideration

be given to the intermingling of farm sizes for most of the same
reasons noted herein and the Bolivian experience in the Santa Cruz
area further supports this approach., While this project encompasses
no other substantive support to the larger farm units, in recognition
of their potential contribution to area development and their location
alternatives, the GOB considers it appropriate to offer the respective
units at lesser than average market prices,
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Y. Land Titling Criteria

One of the major objectives for settlers in the project
area will be to acquire a secure tenure rizht to the lands they have
settled. Neuther the Chané—?iray nor the 3an Julian areas have yet
any basic cadastral survey control which is one of the major limitations
to the early issue of land titles to scttlers in the area. This will
necessitate 1 major surveying and administrative effort by the INC
wWrich has responsibility o tais functiown in the fan Julisn sres.

While in the short run lack of Formal recognivion of

i titles does not szricusly limit development,

lend titlec become of greaver importence &s intensity of setilement
and land use increase and voaperties take on additional value. A
merketable title alse facilitates the transfer of ownership ana can
be pledged as collateral for long term creiit. Secure teaure rights
are specially inportant if farmers are to pe expected to invest in

capital improvements whose costs are recesverable only cver & period

gy

of siversl years.

As a general rule requirements for secure land tenure
in the newly developing areas involve aeeting specific land development
riteria In the process ot "proving up". These development criteria
vary accorcing to plot size and iavolve a minimum amount of clearing
and cultivation as well as the constructioi of other improvements such
as fencing, house, buildings, ete. All of thls is designed to show
the good faith of the settler and discouraze speculation.

The INC has established a schedule of land prices for the
San Julian area ranging from $1.50 per hecstare for campesinos settling
on piots cf 4C ucres or less to $7-.50 ner hectare for empresarios who
could obtain wy to 500 hectarcs. Additicnally some very general criteria
requiring "development” and "seStloment" have been announced which are
Progressively more rigorous ss size orf plov increases.

In the Chané/Piray area wnere cettlement has aiready
occurred tenure rights are DPossessory in nature, based on use ang
occupancy. This area falls within the Jurisdiction of the National
Agrarian Reform Service, and heunce Plans are being made to send a
SNRA"mobile titling unit" into the are. as part of the loan project.

Walle under present institutiornal arrangements, responsi-
bility for delivery of tne initial legal title for agricultural lands
in Bolivia ulvimately res.s with the fatloral Agrarian Reform Service
(SNRA), the INC actually vrepares zll the recessery documentation
for transferring title to the individual settlers in the colonizatior zosegz.

c. Cooperative Developmen:t aid Smell Farmer Organization

The group settlement concept discussed above will, in
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addition to serving as a mechanism for transferring socio-cultural
institutions, facilitate more “ormal community cooperation and group
actlon programs. ILikewise “ic¢ settler orientation progreaa has, as

one of ils major goals, to instill in the small farmer thae need for

and the advantages of group decision wexsing and acbion. Within

the MACAG, the responsibiliiy for cigeniuing and providing advisory
support to agricultural cooperci:ves ani precooperatives has been
assigned to the SNDC. 7his agency is oas of the participating agencies
for this prcject; however, no specilic funaing for theilr activities

is provided as part of Lhis loan.

It should %2 noted, novever, that a previous AID Loan -
511-L-Oi%-has provided support for sat agency, and SNDC's participa-
tion in the project will be supportec ia vart by thst loan. Their
activities within the projoct area will consist mainly of organizing
and assisting coamunity self-help mrolects aimed at improving com-~
munity infrasiructure, consuiuei ucnools, access roads, village

centers, local marketing fecilit.os and similar low capital investment
projects. SNDC will also pley - . imporsant role in organizing cam-

pesinos into informel zroups, Pre-coop.: or cooperatives with a

view toward irproving marketing practices, access to credit and
otherwise strengthening the targaining power of the small farm sector
through collective action.

d. The Prooosed INC Institutional Role

The traditional colonization project in Bolivial/ has
generally attempted to provide a broad series of production and
social services which have been administratively and financially
project-confined responsibilities of the related sponsoring agency,
In 1965, when the INC was creaced and the direction of all public
colonization projects passed to it, thissame broad function was
understood to be implicit in their enabling legislation. This role,
while noc fully excercised in all of the project areas, has led to
a duplication of efforts in agricultural development, education,
health, and land titling with the respective ministries and entities
normally respomsible for these activities, but who in practice have
not been called upon to provide chese services within the -geographic
limits of a divected colonization project. For example, in the
Alto Biui Project, which is over ten years old and completely settled,
the INC still operates an agricultural experiment station, provides
extension and marketing services, has acministrative and financial

1/ Reference is made only to the formal projects, all of which to date
have been of the directed type. Support to spontaneous colonization
has generally been only on an ad hoc basis.
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responsibility for the primary education system, and provides part

of the basic health services. Additionally, this broad INC role,
which might have justification in remote pioneer colonization

areas only, places an unnccessary sceries of adminiscrative and
managerial burdens upon the insticution, fusters enclaves of excessive
paternalism, and critically limits tle cepacicy of INC to provide

at least cost a series of limZ:-ed and minimally essential servic es
designed to maximize the long-run effectivencss of the rapidly

growirg spoutanious rural migration intc the Bolivian lowlands.

In 1973, the INC promoted a series of inter-ministerial
agreements on a project by project basis which led to the transfer
from INC of responsibility for sclected public scrvices in titling
and health to those GOB entiries routinely responsible, In March
1974 che new Minister of Campecsino Affairs, Agriculture and Livestock
furthes improved the realignment of INC functions which had been
facilitated by the Febiuary 1974 merger »F the Ministry of Campesino
Affairs with that of Agriculcture and Livestcock. Finally, in
April 1974 the GOE designated an inter-wiuaisterial commission to
(1) review and recommend improvemants in the provision of basic
public services to both directed and spcntaneous volonization areas,
(ii) plan a time-phased rcalipgnment of basic public service
responsibilities in the directed colonization projects of Alto Beni,
Chimore, and Yapacani which will permit INC withdrawal, and (iii) draft
a revision ol the IN( enabiing legislation redefining its institutional
role (to preclude the unnecessary duplication of public services and
achieve greater efficiency in the utilization of its resources),
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d. Agricultural Marketingl/

As a general observation, aggregate demand for the various
agricultural products which will likely be produced in the project area
is sufficiently strong to absorb any incremental production without
adverse price effects, either locally or nationally. Similarly, trans-
portation, storage and processing facilities -- especially rice hulling
mills -- in areas adjacent to the project are deemed adequate to nandle
the increesed volume of production witncut undue strain or shift in
their cost function. Moreover, observation ané experience to date
indicates a highly competitive structure of marketing services in the
private sector of the Santa Cruz area with resiliency to expand both
handling facilities and market territories to handle increased volume
of produce as it emerges from the agricultural production sesetor.
Marketing systems, in areas adjacent to the project area, though poorly
developed by most modern standards, must be judged adequate on the basis
of the induced response which has resulted in considerable immigration
and agricultural development in the small farm sector over the past
decade.

Construction of the two primary access roads will be the
major factor in improving market performance in the project area. The
primary effect will be felt in reduced transportation costs affording
a higher net return to the producer. As an example, currently in the
Chané-Piray area trucking costs vary rrom about 40 to 120 pesos per
fanega (382 1bs.) of milled rice, depencent largely on the condition
of the existing penetration road at the time of movement. Improverent
of this trunk route will not only reduce operational costs of transport
to near this lower level but will also encourage greater competition in
the area to haul the farmer's product to intermediate or terminal markets.

Local product assembly functions will probably, as in other
nearby settled areas, be performed by outsiders (rescatadores) untii
production volume is great enough to support a local assembler. Ar
local areas mature through the pioneer and consolidation phases, more
advanced assembly methods such as weekly marketing fairs may be ex-
pected to assume some of the assembly function. Ultimately, storaze

1/ Material for.this section is drawn “rom the unpublished Intensive
Review Report of Dr. Louis F. Herrmann entitled "Review of
Agricultural Policy. Prices and Marketing Related to a Proposed
Sub-Tropical Land Development Project'-- Bolivia, March, 197L
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processing and other more advanced marketing facilities will develop
within the area. Tnitially, it is not anticipated that the agricul-
tural service centers and their staff will assume any special opera-
tional role in product marketing other than acting as & clesring house
for information and heiping in the development of marketing co-ops.

Construction of additional sugar cane processing capacity
near the project area would no doub: open another viable crop alterna-
tive snd result in increased incomes %o both large and small farn
operators in the area. The same may be said of a vegetable oil pro-
cessing facility which would improve market ouslook for crops such
as soybeans and peanuts. Investment in facilities such as these,
however, must be considered on their own merits, and their location
determined in the context of regional production advantages, rather
than on the basis of investment in this project alone. The ahsence
of such facilities cannot be conaidered a constraint on the
economic viability of the project, and no correlative investments in
agro processing facilities are vequired.

Within the project area, however, there will be need to
develop and improve tha distrivution system for various agricultural
inputs. This will vecome even more imvortant as nigher levels of
production technology are adopted and particularly as livestock enter-
prises are integrated into the farming system.

The growth in the demand for purchased inputs is likely to
be rather slow and the development of an effective private sector dis-
tribution system will probably lag rather than lead this demand. There-
fore, it is here that the agricultural sesrvice centers can perform an
importent iunction, i,e., to provide facilities in the two sub-areas
and, through contract arrangements or with private entrepreneurs,
insure that the demand for farm inputs (seeds, tools, machinery,
agrochemicals, livestock medicines, eic.) can be met.

The important role of the service centers in providing short term credit
to farmers will facilitate this additional role in promoting effective
input markets. As mentioned earlier th2 service centers msy 2126 bhe
an effective vehicle for improving thc market for seasonal Farm labor.

€. Land Clearing

It is not contemplated that any land clearing sorviees will
be provided under this project. Historically, land clearins hoo been
accomplished by slash and burn technique: which are hirrly lanor in-
tensive., Ceapital outlays are confined largely to hand tools -- mainly
the axe and machete. One of the major drawbacks of such a syztem ic

-+

that land cleared in this manner aliows only for hand cultivation at
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least until the smaller stumps and root system rot or otherwise
deteriorate. Such a tillage system makes weed control difficult and
for this 1eason the usual practice is to abandon land to fallow after
an initial itwo or turee years in crop production. Three or four years
nence the ground cover can &pain be burned and the land can be cropped
ciace more. During this period of fallow the land can he used for
grazing, although without a program to iatroducc native or improved
grasses, che quality of forage is generally poor.

One alternative to hand clearing is to employ heavily
capital intensive methods utilizing large crawler tractors to remove
brush, trees and stumps. Such a system has the disadvantage of dis-
turbing the upper horizons of the zoil prorile resulting in the loss
of organic natter and fertility. While such a method accelerates the
time at which mechanical tillage opgerations can be undertaken, it is
alco rather expensive at some $200 -- $300 per hectare.

Clearly, small farmers will nave neither the ready cash nor
access to credit to support even a mndest effort to clear land mechani-
cally. To wundertake such a program on government account would likewise
be prohibitively expensive,administratively cumbersome, and unnecessarily
increase the GOB's investment per family.

i

-~ Moreover, most small farmers will not have sufficzient, capital

at hand to enable them to undertake mechanical tillapge practices at
such an carly stage in the evolution of their farm development., AL
best their resources enable tremr to plant and harvest only Li-Ah hectares
per year initially and even this may oftzn require that they hire sup-
plemental labor at planting and harvest time.

The farm capital formation process ic necessarily a slow
one ccecuring over several years, but it also permits a gracdual a&jﬁét~
ment to more advanced levels of technology rather than having to absoro
and understand what are often completely unfamiliar farming technigques
and cropping systemc in a short period of time.

I'or these reasons, it has be:n determine’ that nc attemnt
will be made to provide project support for mechanical land clearing
on a wide scale. This dnes not mean that some small areas might not
be cleared mechanically in conjunction with other project activitiec
involving rvad construction, well drilling or establishing proup settle-
ment centers in the nucleos daescribed above. It should alco he peinted
out that although the project envisions land clearing to be accomplished
mainly by hand methods, utilization of chain saws rather than the tra-
ditional axe will facilitate this process.
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As noted elsewhere, cne of the activities to be undertaken
in the settler orientation program conducted under the acigis of the
United Churches Group {UCG) involves training selected settlers in the
use of single operatcr chain saws, In addition +o facilitating an initial
phase of tne land clearing process, this alternative raises the interest-
ing possibility that some income could Le generated from the sale of
commercial timber located on the settlers' claim., An especially good
market lor hard woods -- particularly mahogany and jacaranda -- exists
in the Sante Cruz ares some 90-120 wmiles distant. Representatives of the
UCG have estimated thas narts of the San Julisn area may contain as many
as seven manogany trees per nectare. FEven if this fipure is optimistic
by a factor of two oy itnree it appears “hat the timber assets, if
exploited vy the settler, could provide a significant source of funds
in lieu of credit or other governmental support which would hasten
the capital formation process.

f. Agricultural Credit

Because mcst new seitlers appear to have little in the
way of attachable assets and have not yet established a secure tenure
in their new land which would provide surety for a loan, generally they
are not considered credit-worthy according to commercial banking standards,
and the cormercial banks in Bolivia (as in other developing countries)
have not developed a larze clientele amoag small farmers. In part for
this same reason, the Banco Agricola de Bolivia (BAB), whose charter
is to precvide credit to the agriculture sector, has not made many loans
to individual small farmers. Moreover, because campesino farmers require
smaller loans and alsc necd some supervision of management, the adminis-
trative cost ver loan is higner chas for larser credits. Since interest
rates are carefully controlled vhrough tie central banking system's
implementation of the GOB's more general monetary policy directives, the
higher administrative costs of loans ©o small farmers cannot be passed on
through increased interest or service charges. From the banker's point
of view, very simply, small farmer loans are not profitable under current
liquidity and pricing constraints in the banking system.

One method to increase loan efficiency - both in terms of
reducing administrative costs as well as lowering the risk of default -
is to make loans to groups of farmers rasher than to individuals. Tnese
groups can be forwally corzanized co-ops, pre-co-ops or informal groups
of farmers who jointly pledge repayment of the loan. Given the importance
attached to the group settlement concept in the project and the emphasis
on developing mutual interdependencies ariong settlers, group credit is
seen as the most advantageous approach to agricultural credit delivery,
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Under this project, funds for a credit program will be
pbrovided to the BAB wnc will establisn “dranch offices in each of
the two agricultural service centers. The use of these funds shall
be limited to the oroject aresa and priority will be given to group
woans for small farmers as irdicated above. Uader an agreement to
be worked out between the HA3 and the MACAG, apricultural extension
and SNDC cooperative development personiel will be utilized to assist
borrower groups with developing loan requests and to advise the BAB
on the technical sounduess of the loans. To the extent required,
the agricultural extensiorn stai? will prrovide farm management assistrnce
and supervision of thne loan clients and Keep the BLB informed concerning
facts which may aiter the agreed-to lozn disbursement plan or present
the possibility of default. These exvensionists, togetner with other
local representatives, shall act as an advisory committee to the local
bark marager. Responsibility for coilection of loans shall be held
by tne IAL, Accordingly, final resporsinility for credit judgement
will rest with the EAB.

Formalization of a rwtually satisfactory agreement between
the BAB and MACAC in accord with the above will be a condition precedent
to disbursement of the loan funds to provide this credit.

g. Education Facilities

Frimary and secondary education has been identified as
services which rank high among the social investment priorities of
campesinos. Generally campesino migration is initiated by the hesd
of the family moving ilone into the settlement area. Later, cften
after several months or even years, he is joined by his family. This
generalized behaviour suggests on the ore hand that since cnildren do
not accompany the settler the establishment of primary and secondary
schools can be delayed a few years until the scriool age population
in the new developing area is sufficient to warrant public ezpenditures
to establish schools. On the other hanc, provision of schools would
serve as an incentive to early migrasior of the whole family which
Dresumably would also bring resources and savings which would zccelerate
farm development. The evidence or tnis noint is rot clear and cae of
the early evaluation objectives will be to determine at what stage
in the new lands development process investment in primary and secondary
cducation fucilities will be optimal.

No direct inputs from tnis loan are planned for primary and
secondary education., However, it is planned that resources of SNDC
will be directed toward school construction on a self-help basis in
selected centers. The Ministry of Education will be responsible for
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providing teachers and materials for the operation of the schools,
An interagency agreement will be developed to insure that that
Ministry will commit suificient budgetery resources to provide such
educational services.

Another important zspect of the morc general cducention
services is adult education., This will be provided mainly throwrh
the operations of agricultwral service centers discussed sbove. The
Agricultural Fxtension Service, SNIC ard represcntatives of the
Ministry of Health will have important responsibilities for the
content of aculs eduention brogram and will comnit their resident
personnel to the support ol thi's activity,

h.  Charecteristics o “he Typical Campesino Migrants 1/

The typical campesirc settler is a sponteneous migrant
wno made his decision to move in response to economic pressures and
incentives. Often he has SpPent o42 OF Nore SCH50NS harvesting sugar,
cotton, or rice in the Qrieave zud thus has familierity with the
agricultural situation there. Almost always he is a farmer with
several years of agriculiura experience in his upland rural com-
munity.

As & rale the settler is ia his early thirties. About
50% of the neads or migrunt families ar2 literate although most
have no more than 3 years of schooling. Generally the migrant will
be bilingual, specking Spanish and his native Aymara or Quechua
tongue. RPeing youux his Tamily is generally small, i.e., five or
less, and it is aov uncommor %o find & significant promortion of
settlers in new arecs who are unmerried. Generally, the iaitial
act o settlieuenc i wmade alone. Lator wnen the settler has planted
8 crop snd build s basic shelter, hie will be joined by his family
which often inciudes a parent or unmarried brother.

The caxcesine migrant often has considerable'savings
which he uses to get through the initia’. months before his first
crop matures. Unpublished data developed by a former director of
INC for hiy doctoral dissertavion at the University of Wisconsin
estimates the cash resources initially brought into the settlement
area at $150 to 3250 per colonists. It further indicates that
this campesino claas generally hes other savings from prior produc-
tion activituies, @aTrning as & harvesst leborer, and in the form of
livestock., Thus, this migrant class is not destitute or without
initiative and conidence that it can suecessfully start a new
life away from its treditional but static home community.

1/ This section draws heavily on the field surveys reports of Graber,
Keller and Aitken, and Royden and Wennergren cited eisewhere.
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B. Relationship of Project to Sector Strategy

1. Sumnary of Sector Assessmentl/

a. Sector Goals

In addressing the develﬁyment of Bolivia's agricultural
sector the COB has two basic goalg.&

1. To increase the per capita income of the rural pepi -
lation as rapidly as possible based on increased productivibty in Lhe
sector (This emphasis on increased production is basically concerncd
with improvea economic efficiency in production of food and fiber both
for consumption requirements and export. While couched in economic terms
this goal also encompasses concern for nealth, education, and other
basic needs ol the rural population); and

2. To obtain a more egaiitarian sharing of the fruits of
this econumic progress so that increases in income are not concentrated
in the hands of a few individuals. (This geoal is concerned with inte-
grating the relatively poor campesino into the market economy in order
to: a) broaden and acepen the internal market; b) utilize the produc-
tion potential of the small farm sector as part of the basis for more
rapid economic growth; and c¢) minimize the possibility of political and
social unrestthrough maintaining a stable investment climate.)

USAID concurs with these two broad goals for sector development.
To the extent possible, however, we wisa to allocate agricultural de-
velopment resources so that both goals czan be addressed simultancounly
i.e., direct a significant portion of USAID inputs into increasing the
productiviwy and per capita income in tae large but relatively poor

campesino sector
L. Positive Factors and Princinal Problems Affecting the Sector
The Office of Planning, MACAG, and USAID have recently col-

laborated in preparing an assessment of the agricultural sector to
determine positive factors and problems affecting progress in the secter

l/ The description of the sector and its historical development are
bresentadin the DAP.

g/ From a speech by Hugo Banzer Suarez (President of Bolivia) Junuury 1,
1973 and MACAG's Sector Assessment, which is still in proces:,
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(given the objectives of rural and agricultural development) and for
determining a set of appropriate sector development stratepgies. Al-
though the sector as essment has not yet been completed, it is far
anough advanced to be zble to say that there is general agreement on
positive factors, problems, anda & prelininary sector development
strategy.

The positive factors upon which tne sector strategy can be
built include the following:

1. An impressive natural resource endowment, with significant
amounts of underdevelcped land and water resources in a wide variety
of' ecclogical zones;

2. An enmerging class of cempesino producers with entrepreneurial
ualent who feed themselves and 1/3 cf tne urban population and who in-
creasingly demand products of tne non-farm sector;

3. A satisfying recor¢ oi returns to prior basic and adaptive
research (when well staffed and financed), involving Bolivian scientists
and institutions in diverse regions of the country for a limited number
of selected crops;

L. The GOB committment to education and strong interest in
improving primary and secondary education and university programs
related to agriculture;

5. Extremely strong world demand for food and fiber products
of all regions of Bolivia which have increased the profitability of
producing both export and import-substitute crops in both commercial
agriculture and the campesinc sector and wnich have given new status
to agriculture as an efficient investment alternative for both public
and private resources; )

6. 'The demonstration effect in the rest of Bolivia of succes-
sful agricidtural development in the Santa Cruz area;

7. The responsiveness of farmers in all regions to economic
incentives as signaled by market forces. This is evident in tue com-
mercial agriculture of Santa Cruz, the campesino sector in all regions
with its emerging entrepreneurial class, and in the trends toward
biological-chemical innovations in the highlands and mechanical in-
novations in the lowlands; and

€. A movement to consolidate and improve public sector ser-
vices for agricultural development.
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The major problems restricting achievement of the stated
GOB goals ere as follows:

1. A stagment technology and deficient scientific hase,
especially in the small-farm scctor, characterized by inadequately
Tinanced and uncoordinated public services in research, extension,
other technical services, and related social services;

2. Poorly developed factor and product market: charuc-
terized by high cost and limited aveilability of modern inputs for
agricultural production such as fertilizers and chemical supplies
improved seeds, credit, tcols and machinery, harvest labor, ete.;

a lack of information on prices and availability of both inputs and
products; no rural cacastre; heterogenous weights and measures;
deficient market access roads with respect to number and quality;
unenforced cr non-existant scandards for gracding and maintaining
product quality; lack of storagé and marketing credits; tenure laws
which seriously limit the land market; and lack of group organization
for production and marketing by compesinos;

3. Insufficient hwsan capital at general, technical, uni-
versity, and post graduate levels of eduication. The high drop-out
rates at very young ages resultc in a largely illiterate wnproductive
rural labor force. The technical and wriversity graduates are much
more deficient with respect to quality of their training than to their
numbers. There is almost a complete absence of senior scientists for
managing snd working in public services to develop a scientific agri-
culture, including the university system;

4. Low relative salaries for technicians and prefessionals
working in the public sector serving agriculture vis - a-vis other
public and private sector Jjobs, both nationally, and internationally;

5. Poorly organized public services serving agriculture with
duplication of services amon;: various azencies, most operating budgets
going for salaries in central oi'fices rather than for carryin orograms
to rural people, major program erphasus beiny directed to modern agri-
culture of the oriente on programs that compete with the private
sector, and lack of a data base especially for the campesino sector
to support efficient public programming for apricultural cevelonment;

6. General development policies that restrict progress
in agriculture including: a) a system of internal transportation
taxes on movement of agricultural products; b) fixed prices on food
products of primary necessity which teni to lessen the incentive to
increase production and distort efficieat use of resources, and c)
import substitution policies that tend to focus on consumer durables
and ignore vrocduction of inputs for agriculture such as nitrogen fer-
tilizers; and
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‘ 7. The continued lack of sufficient publiec support for
development of' the small farm sub-sector. More than 80 percent of the
budget devoted to agriculture between 1967 and 1973 (not including
education or transportation) has gone to CBF production activities,
many of which compete directly with the orivate sector or to BAB
credit programs to the large farm sector in Santa Cruz. The balance
has averaged less than 2 percent of all sublic expenditures at both
centralized and decentralized levels.

As a result of the problems set forth above, Bolivian
agriculture is increasingly characterized by a dual economy of fairly
rapld development of' a modern agriculture in Santa Cruz, and to a
campesino sectnr comprising most of the rural population that ig only
slowly being integrazed into modern economic life . Failure to over-
come such problems has reswited in an inereasingly serious minifundia
proolem in the highlands as the rural popilation of the regions has
vecome increasingly concenkrated on the limited land base. The result
is low and declining levels of productivity, Tamily income, and nutri-
tion and an inelastic Supply responses in the Altiplano and valleys
in the fac: of strong demand pre:sure.

c. Strategy for Apricultural Deselopment

A general strategy Tor agricultural daevelopment has been
proposed by the Office of Planning, MACAG, to attack the problems set
forth above., This strategy is generally agreeable to USAID, although
it has not yet been formally adopted by the G0B. However, it is un-
likely that the final approvecd strategy wili differ from that now
being planned for in MACAG. Following GOB adoption of the MACAC
proposed strategy, a USAID evaluation will be reflected in the Miseion's
internal agri_ultural secior assessment. Formalization of the GOB's
strategy and completion of the Mission's agricultural assessment is
expected to te completed vithin 39-60 days. The Mission's Sector
Assessment will also include the Mission's proposals for the support
cf the GOB strategy, taking into account the plans of other principal
donors.

A principal component of the strategy is to shift the pro-
duction function for the campesino sector by developing through inecreased
public scrvices & scientiTic base relevart to its needs ang by encour-
aging it to adopt a more efficient vtilizetion of the natural resource
base. This is to be accomplished through the broposed development of
agriculbural service centers for each major ecologic zone of the country.
Such centers are to provide the basic purlic services to support develop-
ment of a scientific agriculture includirng research, extension, and other
technical services. It is expected thatv regional primary and secondary
education activities will be correiated witn each center, and as appro-

priate that technical and wniversity education will be integrated with
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such centers with the professional stalt of Toenl universilics daing:
research at the centers and students in both technical and university
courses receiving practical experience at the stations.

Another principal component of the strategy is to provide
public services to strengtehn factor and product markets including
assistance in obtaining marketing information, credit for production
and marketing, support for the formation of Tarmer cooperative organi-
zations, more agile land titling, and possibly facilitating the szle of
modern inputs. The agricultural services centers will play a major
role in the provision of these services as well. The tTratezy also
envisions the undertaking of several orojechts to strenzthen factor
aad product markets besides the agricultiral service centers, inecluding
the development of farm-to-market access roads, storage facilities, a
rural census and development of an ongoing system of data collection,

a rural cadastre, and standands for grading and maintaining product
quality.

A tnird principal component of the strategy is to improve
the amount and, above all, the quality of human capital available to
the sector. At the primary and secondary level +this involves deve-
loping a curriculum that is more in line with the rneeds of the major-
ity of rural people. At the technical aad university level the re-
commendation is to procuce a much more highly cualified graduate by
IMProving the staff and curriculum. The strategy strongly recommends
the GOB recognize the hign return to investment in human capital and
increase salaries Tor tvechnicians and professionals in public service
to levels competitive to the rest of the public sector and the inter-
nationai job maricet. This is necessary for improvement in tne univer-
sity and technical education system, and to develon other public ser-
vices to support a scientific agriculture. Until substantial progress
has been made on this component of the overall strategy a significant
portion of the human capital to help manage and provide technical
inputs to such centers will initially be imported by the GOE under
technical assistance contracts. Financing of such contracts and
initial construction will be sought through foreign donor accistance,

Finally, the strategy recommands changes ir =%e et of 0%
policies which now limit production responses in sgriculture i, e, 2li-
minate the system of internal customs posts, reduces taxes on import
of inputs and exports ol agricultural products, ané remove fixed prices
on agricultural products. It also envisions a reorganization of the
public services for agriculture with speczial emphasis on improving the
Ministry's capability to analyze and set overall policies for the
sector while emphasizing decentralization in implementation and deve-
lopment of an efficient organizational asd administrative system Tor
the agricultural service centers.,
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2. Project Rationale

The basic purpose of the project is to find a way to address
the imbalance of people and land and to increase the likelihood that
small farmers would be able to participate in the effective integra-
tion of nev lands in the oriente which at present offers the greatest
long run potential for increasing Bolivia's agricultural production.
Thus, it addresses both major sector goals of the GOB. It will provide
the first application of the strategy elements to under utilized land
while the application to the more developed areas is being planned for
on a wlder scale. Indeed this project, with its major focus on develop-
ment of farm-to-market access roads (to address factor and product
market improvement) and agricultural service sub-centers (to address
the technology buse) embodies central elements of the strategy outlined
above.

This project is designed to improve the efficiency of the grow-
ing spontaneous migration from the overcrowded highland by 