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PART I. SUMMARY AND RECOMMENDATTIONS

A. Face Sheet

B. Recommendations

Based on the findings during the intensive revicw of the Depart-
mental vaelgpment Corporations Project, it is the opinion of tLhe
Project Committee that the folicwing be submitt«d for AID approval:

Loan $ 10,000,000
(Loan Terms: 40 years, 1lO-year grace

2 per cent interest during

grace period, 3 per cent
thereafter)

Total New AID Obligation $ 10,000,000

Because of the multi-sector nature of the project, $7,000,000
will be funded from Agriculture, Rural Development and Nutrition ,coaunt &

. id
$3,000,000 will be funded from Selected Development Activities account.

C. Descriplion of the Project

The borrower will be the Govermment of Bolivia (GOB) throw, o it
Ministry of Planning and Coordination (MPC). The nine Denartmentaol
Development Corporations (DDCs) will zerve as the Project': princijed
executing azencies.

The goal of the Project is to improve the standard of living ol
the rural poor. The purpose of the Prcoject is to enhance thce outreach
capability of the Dcpartmental Levelopment Corporations to identiflly
and implement subprojects which will be of direct bencfit to the
target group.

The proposed Project has been designed in resyonse to the otratepy
set out in the Mission's DAP anc¢ CDSS to work more closely with Lhe
DDCs as alternative sources for channeling development resources to
the rural poor in Bolivia. By jroviding financial r.sourcrs to the
DDCs for the objective of strengthening their outreach capability Lo
implement subprojects, the Projoct complements the technieal assint-
ance being provided to the corpirations under the Rural Developmend,
Manning project., Together, the two projects will assist 1o imgrove
ing the planning and project deccign and implementation capabilitics of
the DDCs.

As the borrower urier the loan, the GOB will assume the debt
responsibility but will then paszs the funds on to “he development
corporations on a grant basis. The debt responsibility, therefore,



-2 -

will remain at the central government level. Through this mechanism,
the DDCs will not be required to impose a financial criteria that
proposed subprojects be income generating and, therefore, will not
be constrained with respect to the type of subprojects which can be
financed under the loan. However, to assure consistency with the
objectives of the Project as well as the impact of subprojects upon
the target group, other eligibility criteria will be imposed (see
Part IL.4.v.).

T~

All nine cf' the development corporations in Bolivia will partieci-
pate in the Project. 1In light of the limited funds availeble for the
Project, consideration was given to restricting the number of ccrpora-
tions participating in order to maximize the impact of those resources.
This idea has been rejected because the primary objective of the Pro-
ject is institution building (i.e., improved outreach capability for
the identification and implementation of subprojects designed to impact
upon the target group) within the framework of the strategy and eligi-
bility criteria which have been established. Both the Mission and the
GOB believe that all the DDCs must be involved if this objective is
Lo be achieved,

Project funds will be used as follows:

= $300,000 from the Selected Development Activities (Spa) account
will finance 36 work/months of short-term technical assistance specifically
directed at improving the DDCs' oulreach capability, The following areas
will be investigated: identification of outreach problems, development
of solutions to the problems, and implementation of permanent outreach
mechanisms once the DDCs have had an opportunity to test the proposed
solutions; special evaluations of subprojects and instituting an evaluation

implementing subprojects into the Planning process; a study to identify
potential alternative sources of revenues that would help expand the
financial resource base of the DDCs; and development of guidance regarding
examination of environmental concerns during the design of subprojects,

= $9.7 million from Agriculture Rural Development and Nutrition (FN)
account and Selected Development Activities (SDA) account will finance
costs directly associated with subproject implementation; funds will not
be used to finance activities such as feasibility studies. Emphasis for

agriculture sector. Specific activities will include: improved crop
prcduction and development, livestock development, water resources,/water
control, 1land improvement, reforestation, storage facilities, small-scale
agroindustries and marketing facilities. Subprojects outside the

agriculture sector such as potable water systems and small-scale rural
electrification will also be eligible.



D. Summary Findings

The Project Committee has determined that the proposed activities
arc technically and financially feasible for completion within the
proposed five-year disbursement perioa. The Project is designed to
support the development efforts of the DDCs and is at the heart of
the Mission'sg strategy to provide assistance more directly to the
rural poor. Several subprojects prepared by the DDCs were examined
during intensive review, They indicate that sufficient technical
expertise existe at the corporation level to carry out the type of
financial and economic analysis necessary to determine suhproject
Teasibility. A GOB counterpart contribution of 25 per cent will be
provided from the corporations' own funds or through P.L, 480 Title
IIT generations. The social analysis does not identify any obstacles
to project implementation and indicates that the Project will provide
more opportunitics for the target group population to participate in
activities which will meet their specific needs,

On the basis of the analysis contained herein, the Project Com-
mittec has concluded that the Project is technically, economically,
and financially sound and recommend that a loan be authorized to the
GOB in an amount not to exceed $ 10.0 million.

. Project Committce

Robert D. Adams - Chief, O°fice of ¥ngineering, USAID/B

Gerardo Arab. - Office o1 Health and Nutrition, USAID/B

Janet Ballantyne - Economist, USAID/Perti

Terrence Brown - Office of Development Resources, LAC Bureau,
AID/W

Howard R. Handler - Chief, Flanning and Evaluation Division,
USAID/B

William Kaschak - Office of Development Resources, LAC Bureau,
AID/W

Kevin Kelly - Project Coordinator, Development Resources
Division, USAID/B

Thomas McKee - Consultant, Practical Concepts Incorporated

Roger Popper - Consultant, Practical Concepts Incorporated

Charles Reed - Chief, Hunan Resources Development Division,
USAID/B

Melvip Van Doren - Controller, USAID/B
Stephen C. Wingert- Deputy Chief, Rural Development Division,
USAID/B
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J. Peter Bittner Chief, Development Resources Division, USAID/B
Daniel A, Chaij - Acting Deputy Director, USAID/B

Approved by
Abe M, Pefia

Director, USAID/B
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PART II. PROJECT BACKGROUND AND DETATILED DESCRIPTION

A, Background

1. Target Group Deseription

Development problems in Bolivia sre generally considered to
be more severe than in other South American countries. A major
factor contributing to the existing low level of development is the
gcographic diversity of the country (high Plateau, rugged mountain
valleys, and tropical lowlands) which has had the important effect
of restricting travel and communications, Basic infrastructure is
lacking and has served to isolate the various ragions of the country
from one another,

Of a total population of 4,65 million, approximately 60 per
cent (2.8 million) live in rural areas. The majority of this popula=-
tion is dependent on agricultural endeavors for its livelihood, It
is estimated that 90 - 95 per cent of the rural Populace are small
farmers in terms of farm size - one to two hectares - who derive
most of their income from potatoes, barley, wheat, rice, vegetables,
and coca, Mixed livestock Production accounts for the remainder of
their income, A majority of the small farmers live in the Altiplano
and Andean Valleys where the land is characterized by low fertility
and is subject to harsh climatic conditions. Their land holdings
are small due to fragmentation and often are not contiguous but are
disbursed over large areas, Language is a major constraint in the
sector since 60 pe. cent of the native Indian population speaks only
Quechua or Aymara, thereby inhibiting rarticipation in the economy
as well as the ability to adopt and diffuse agricultural practices,

Per capita GNP was about $ 360 in 1975 although the average
for the rural inhabitant (and the small farmer in particular) was
only one-third of that amount, Contributing to this disparity
between the national and rural GNP figures are low technology levels,
inefficient and antiquated production methods, marketing inefficien-
cies, rudimentary storage and Processing facilities, and inadequate
transportation and communication infrastructure,

Health conditions are also severe, Life expectancy is 50
years. Sewerage systems reach only 11 per cent of the rural popula-
tion and only 12 -,er cent have access to potable water, Infant
mortality rates, considered by some to be the best Proxy measure of
a society's overall health status, range from 147 per thousand
nationally to an estimated 235 per thousand in rural areas, These
rates are the highest in South America, Communicable, respiratory,
and gastro-intestinal diseases are widespread and are a direct result
of' the lack of sanitary facilities and limited availability of potable
water, Malnutrition is also widespread where the average rural family
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consumes only 77 per cent of its minimum daily requirements of calories
and 49 per cent of its minimum daily requirements of protein,

In the education sector, there is an illiteracy rate of approxi-
mately 60 per ceat among the population over 15 years of age, and 65
per cent do not speak Spanish as a first language. Whereas approxi-
mately 81 per cent of the urban school age population is enrolled in
school, in the rural areas the figure is only 36 per cent. Deficient
facilities and poor quality of both the teachers and curriculum
account for the low attendance level in the rural areas.

2. Mission Strategy

The Mission's March 1978 Development Assistance Program (DAP)
established technical and financial assistance to the various DDCs
as a major new thrust in its program strategy. The more recent
Country Development Strategy Statement (CDSS) places further emphasis
on working with the DDCs.

In addressing the major problem of low incomes and deficient
and inadequate basic public services, the Mission has developed a two
component strategy. The first comporent consists of efforts to
broaden productive employment and involves the implementation of
model rural infrastructure projects, improved access to credit,
fertilizer, tools, appropriate technology and other productive in-
puts. The second attempts to alleviate human misery and improve the
quality of life through the direct provision of basic services such
as hecalth, sanitation, education, potable watcr, and shelter, Cri-
tical to both thcce approaches is the formulation of a Mission program
that caphasizes direct involvement of the target group in Bolivia's
development by expanding its integration into the economy through
local level institutions.

Since the primary functior of the corporations is to praomote
the economic and social development of their respective geographic
regions, they provide an institutional framework through which this
strategy can be implemented. The proposed Project, in conjunction
with the Rural Development Flanning project, represent the initial
efforts by the Mission to work with this new thrust in program stra-
tegy. Emphasis in both projects is on developing the DICs as insti-
tutions capable of the planning, project design and project imple-
mentation necessary to bring about increased target group participation
in the development process. As discussed below in the Project Stra-
tegy (Part B.2), the Rural Development Planning project will focus on
developing a technical capability for planning and project identifica-
tion while the proposed Project, through the provision of financial
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resources for the implementation of specific subprojects, will focus
on developing the outreach capability necessary to assure target

group participation. Once both have been developed, the institutional
framework is expected to be sufficiently strong so that the corpora-
tions can scerve as a focal point for implementing this new strategy.

The broad scope of responsibilities of the DICs is another
important factor in supporting the corporations as the vehicle for
implementing this new strategy., The corporations have been involved
in a wide range of rural development activities which are responsive
to the concerns of this strategy, including access and penetration
road construction, school and hospital construction, land rehabilita-
tion, animal husbandry, natural resource management (primarily con-
servation), crop diversification and agroindustry development, As a
result, the basc exists within the structure of the DDCs for further
expansion in the design and implementation of small rural development
projects.

The strategy recognizes the role of the development corpora-
tions as an integral part of the Bolivian planning Process and is
based on a belief that, by working directly at the departmental level,
projects will be designed and financed which will not only benefit
the rural poor but will also provide them an opportunity to participate
dircctly in the identification and implementation of projects which
meet their specific needs,

As indicated in both the Mission DAP and CDSS, another im-
portant factor underlying this strategy of working more closely with
the DDCs is that it is a means of dealing with the institutional and
absorptive capacity constraints at the central government level by
broadening the project implementation base., In addition, the strategy
is expected to help improve the Mission's information and data base
since the DDCs have a better in-depth grasp and sensitivity to develop-
ment problems in their areas and, through the closer contact, will have
the opportunity to share their insights with the Mission.

3. Relationship to the Rural Development Planning Project

The proposed Project and the Rural Development Planning pro-
Ject are closely related in that they are considered to be necessary/
complementary activities for the institutional development of the DDCs,
The Project's strategy calls for development of a technical capability
for planning a5 well as development of an outreach capability if the
corporations are to be effective in carrying out their mandate,
Originally, it was felt that development of the technical Planning
capability (1.e., Preparation of analytic development strategies and
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medium- to long-term plans which address the constraints identified
in the strategies) should be given top priority, to be followed by
assistance in implementation once the technical capability had been
established. Additional analysis of the situation, however, de-

monstrated that the complementarity of planning and implementation
make it possible to address them both simultaneously. As a result,
thic Project has been proposed for immediate implementaticn rather
than waiting until the technical assistance effort is completed.

The Rural Development Planning project was approved in FY
197%, Initially designed to provide assistance to five of the develop-
ment corporations, an amendment to expand its scope to include seven
DICs (La Paz and Oruro in addition to Pando, Beni, Chuquisaca, Tarija,
and Potosi) wac submitted to AID/W in June 1979. The amendment was
based upon additional information concerning La Paz and Oruro which
became available during the intensive review of this loan. Including
the amendment, the Rural Development Planning project will provide
twenty-seven years of long-term technical assistance designed to
improve the planning and project design and implementation capabili-
ties of the DDCs. A ten-person team consisting of six regional
Planners, an operations management specialist, an agriculture sector
planner, a specialist in public administration, and a specialist in
urban functions in rural development will work directly witlk the seven
corporations; the chief of party will work in La Iaz directly with the
Office of Repional Flanning in the MPC, The primary responsibility
ol the ftechniicians will be to provids on-the-job training to their
counterparts in the DPCs. A series of training manuals will be devel-
oped and utilized both in daily job situations and as materials for
periodic workshops to be held which will involve personnel from all
of" the DDCs, The project also includes short-term assistance (four
vork years) designed to fill technical gaps either in planning or
project design and implementaticn which are recognized by the long-
term advisors to require specific inputs outside their own areas of
expertise.  The short-term assistance will include assistance to the
National Tnstitute of Public Administration (ISAP) to improve its
curriculum in devel:-pment planning. ISAP is a GOB institution which
provides instructicu tor government officials in a wide range of sub-
jeets, including planning, Finally, vo help institutionalize ISAP' s
rolc in providéing in-country trainirg in plennirg, the project will
finance one year of long-term third country training in deselopment
planning for onc staff member of ISAP, This individual will return
from the training and work with the long-term advisors in making
final charges to ISAP's curriculum.

The long-term advisors are expected to arrive in Bolivia in
August or Scptember 1979, which will allow them to contribute to the
preparation of the 1980 annual operating plans to be Prepared by the



DDCs. Short-term advisors will arrive shortly thereafter to begin
working with ISAP on improvements in its curriculum related to de-
velopment planning, The single participant will work with the ad-
visors for approximately one year and then depart for one year of
training.

L, Relationship to Other AID Activities

The proposed Project has been designed as one of the first
eftorts by the Mission to address the strategy outlined above of
working more directly with the development corporations. A key
distinction between this effort and other Mission activities is that
this Project will have the DDCs as the primary implementing institv-
tions, and not a central Government miristry, The Project also will
be focusing specifically on the planning system of the corporations.

Certain activities of the proposed Project will be similar
to those financed by the Village Development project. The Village
Development project, however, will focus on smaller projects in the
more isolated rural areas of Bolivia., The National Community De-
velopment Service (NCDS) will be responsible for project implementa-
tion and will work closely with each community in promoting and
implementing subprojects. In addition, communities will be required
Lo contribute a minimum 40 per cent (in cash or in kind) to the cost
ol' cach subprojecct, Thus, while there are similarities between the
activitics of Lhe two projects, they are not duplicative because of
the diffcvent focus, the community action orientation of the Village
Development, I'voject, the larger size of subprojeects to be financed
under the proposed Project and because they will be closely tied to
the planning procecs of the DIDCs.

The Rural Sanitation Project will finance the construction
of potable waier and sanitary facilities but will limit its geographic
focus to the rural areas in the Departments of Cochabamba and Chuqui-
saca., The project is being implcmented by the Departamento de Sanea-
micrito Ambiental (DSA) of the Ministry of Health and, as with Village
Development, will have no direct linX to improving the planning system
of the DDCs. However, because of the specific geographic focus of the
Rural Sanitation Project, any similar activities under this Project
proposed for Cochabamba or Chuquisaca will be closely examined to
assure there is no duplication of effort,

Both the Agriculture Sector IT and Rural Roads II projects
will involve the DDCs in their implenentation, and are the only other
Mission projects with direct participation of the DDCs., 1In the Agri-
culture Sector II project, the corporation in Tarija (CODETAR) and
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the Ministry of Agriculture and Campesino Affairs (MACA) are working
together to increase the availability to the small farmer of needed
inputs, particularly land, water, improved seed and the prcduction

and investment credit needed for the purchase of these inputs. Rural
Roads II will concentrate its activities in the southern departuents

of Chuquisaca, Potosi, and Tarija. The corporations in each of the
departments has signed an agreement with the National Road Service

(8NC) detailing the implementation responsibilities of each organization.

Under the Agribusiness and Artisanry project, subloans will
be made to private scctor enterprises, It is not expected that, under
the proposed Project, the DDCs will establish any type of banking
mechanism required to lend to the private sector. The DDCs are public
scctor entitices which, in some cases, either have or are planning to
undertake and manage agroindustrial activities. Subprojects of this
type financed by this Project would be public enterprises and would
not conflict with activities of the Agribusiness and Artisanry project,

A final activity to which the proposed Project is closely
related is the Title III program. Of the expected generations from
the sale of wheat, $ 15 million has been programrmed to finance develop-
ment activities of the DDCs, The Mission has carefully examined the
availability of these resources and believes to the maximum extent
possible they should be used as counterpart contributions to loan sub-
projects. The GOB agrees, especially in light of anticipated budgetary
difficulties in the next few years. What this means is that where
cash contributions are required for the subprojects the corporations
will probably be drawing upon Title III resources, Ar additional
step of cocerdinating the use and expenditure of these .esources will
be required with the Title III secretariat, but it is not expected
that this will poce any problem. It is difficult to make an estimate
of the magnitude of resources rcquired becaase the loan financed sub-
projects have not yet becn specifically identified, however the range
should be between $ 2.5 - 3.0 million.

Regarding the balance of Title III resources ($ 12.0 - 12.5
million), these monies will be used for activities similar to those
of the loan with several important distinctions which demonstrate why
the two sources of funding are not duplicative:

- An autonomous secretariat has been established to control
all Title III activities, to some extent taking the project outside
thce multiyear planning process of the DDCs which has been established
by the MPC, Although similar eligibility criteria will be applied
to both projects, the central planning which is an important element
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in the design of the loan is not an integral requirement in the Title
III program. That is, discrete projects financed from Title III funds
will be planned annually on an "ad hoc" basis.

- Availability of funds under Title III will be on a year-
to-year basis with no firm budgeted amounts available in advance for
cach year. Given this uncertainty, linking Title IIT activities to
the planning process is less than optimal since the corporations will
Lot have firm data on which to base their plans. On the other hand,
under the loan, the DDCs will be certain as to the availability of
funds and will be able to take this availability into consideration
in developing long-range financial and implementation plans.

- Generations from the sale of wheat will be local currency
only. Although the proposed loan does not contemplate the need for
a significant amount of foreign exchange, it will have a foreign
exchange component which will provide a degree of flexibility to the
DDCs not readily available under Title 111,

- The loar proposes as eligivle subprojects certain infra-
structure activities (potable water, electrification) which are not
a priority emphasis under the DDC component of the Title IIT program,
Titie III will concentrate DDC projects primarily on agricultural
production activities.

The first two factors provide the key distincticon bhetween the
projects. The proposed loan is seeking to improve the outreach
mechanism of the DD!s through implementation of specific activities
which will provide ieedback into the planning process. This link to
the planning process is critical to achievement of the Project's
objective. Title IIL does not emphasize this link to the planning
process, While Title III will provide financial rescurces to help
achieve the objectives of the proposed loan, this is not the only pur-
poce of Title IIT DDC funding.

Another factor to consider in assessing the two projects is
the amount of funds they will make available to the DDCs, Over a five-
year period both will provide approximately $ 25 million, or approxi-
mately $ 600,000 per corporation per year. In percentage terms, this
represents no more than a twelve to fifteen per cen® increase in the
budgets of the DDCs; given the demand for proicct funds, this is an
amount which can be readily absorbed by the corporations,

Finally, there are two coordination mechanisms that will guard
against potential duplication. First, the Sub-Secretary for Flanning
of the MPC, as a member of the Joint Commission for Rural Development
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(the policy body for the use of Title III funds), will be advised of
all Title IIT activities. In addition, approval of subprojects under
the proposed loan will require concurrence of the Sub-Secretary. Thus,
at a senior level, the GOB will have full knowledge of the activities
of both projects. And, second, internally within the Mission, the
Title III project manager will be named to the project committee for
the loan. As loan financed subprojects are sent to the Mission for
approval, the Title III project manager will participate in the review
process and have an opportunity to review the subprojects against those
proposed under Title IIT.

5, Other Tonor Activity

Involvement of other donors directly with the development
corporations has been limited to date. Under a bilateral agreement,
the German Government has provided technical assistance in planning
to the corporation in Santa Cruz and has recently initiated a similar
program in Cochabamba. UNICEF is sponsoring a small-scale integrated
rural development program in Tarija and Chuquisaca which emphasizes
the education and health sectors. The World Bank and InterAmerican
Development Bank have been somewi.at limited in their participation
with the DDCs. Santa Cruz has received loans for large infrastructure
projects and others have received limited loans also for infrastructure
projects.

One outcome expected from the Project is a demonstration to
other donors that, in the development corporations, a viable alterna-
tive exists to Lhe central Govermment for lending funds for develop-
ment activitics. The hoped for result is the more direct participa-
tion of* other donors with the DDCs in undertaking development activi-
tics in Bolivia.

6. Bolivian Planning System

Bolivia's experiencc with national planning spans more thar
two decades beginning in the mid 1950's with the national government
rcecognizing that the development of the econamy and raising the stand-
ard of living of the population would require a systematic, compre-
hensive and technically sound approach to planning. Political in-
stubility during the 1960's slowed the development of the planning
system, However, the idea was never rejected and additional ex-
perience was gained in project preparation and investment programming.,
In addition, the number of professionals trained in planning methods
was increased,
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Beginning in 1971, the Banzer government brought a period of
political stability to Bolivia during which time a renewed impetus
was given to planning at all levels. The current system for planning
was introduced during this period with the critical event being the
establishment of the National Planning Council (CONEPLAN) and the
Ministry of Planning and Coordination (MPC) in 197k, CONEPLAN and
the MPC are the entities with overall responsibility for development
planning and sectoral and regional plan coordination. Efforts were
also initiated to strengthen the planning capahilities of the sectoral
ministries and, at the departmental level, reccgnition was given to
the importance of the role of the development corporations (DDCs).
This role of the DDCs includes not only planning but also the design
and implementation of specific projects. For this purpose, each DDC
has an autonomous investment budget derived primarily from mineral
and petroleum royalties, local taxes and transfers from the national
treacury. This emphasis on planning and implementation of development
activities culminated with the issuance of the 1978 Law of the Depart-
mental Development Corporations which strengthens the MIC as the
entity responsible for the direction of the development planning by
the DICs and for coordinating departmental and sectoral planning
within the context of the national development plan and policies.
The Law also confirms the central role of the corrorations in planning
and implementing projects within their respective departments,

a. Planning at the National Level

CONEPLAN {an inter-ministerial committece chaired by the
Minister of Ilanning) through its technical body, the MPC, is res-
ponsible for setting national develcpment policy and priorities ine
cluding approving and monitoring the five-year and annual operational
plans. The MPC, under the direction of the Bub-Secretary for Plan-
ning, is responsible for carrying out the functions of macroeconomic
planning, scctoral planning. regional planning and project analysis
(cec Figure 1 for the MPC's organizational chart).

In preparing both the five-ycar development plans and the
annual operating plans, the MPC relies on plans submitted by the
sectoral ministries and the development corporations., These plans
arc formulated following basic guidance provided by the MPC and include
summary descriptions of the on-going efforts of the ministries and
corporations and, more importantly, what projects they propose to
undertake during the planning period. Upon submission, the plans
arc reviewed by the project analysis, sectoral and regional divisions
within the MPC where attempts are made to integrate and coordinate
them with the guidelines previously provided., {This lack of coordi-
nation and integration is a constraint which will be addressed by
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the Rural Development Planning project). The plans are then reviewed
by the National Projects Committee prior to submissicn to CONEFLAN
for approval. For the most part, CONEPLAN approves all recommenda-
tions of the MPC,

While problems exist with the system at this level (weak-
ness in the integration and coordination of plans and inconsistent
mecthodology for project analysis) the following features provide g
solid foundation for its improvement: planning decisions are cen-
tralized through the MPC and CONEPLAN so that program coordination
can be facilitated; the process recognizes the importance of inputs
from the development corporations; and the project oriented nature
of the process emphacizes the implementation of activities, thus not
limiting itself tou a document of aspirations. Equally important is
the degree of commitment to the system which has been exhibited by
the GOB,

b. Planning at the Departmental Level

A DDC has been established in each of the nine departments
ol Bolivia. Although initially established to serve as public works
committecs and promobe the development of urban areas in the depart-
ment, the focus of the DDCs' work has now broadened to the point where
the cconomic and social development of the entire department is their
primary responsibility. An important step in the expansion of the
LDCs' role was the issuance of the Law of the Departmental Develop-
ment Corvporations in February 197%, In addition to strengthening
the role of the MIC as the entity responsible for overall planning,
the Law also clearly establishes the functions and lines of responsi-
bilities of the DICs and confirms the central role of each corporation
for planning and implementing development activities within its own
department.

Each DDC has prepared a macro-level diagnéstico. Essen-
tially, the diagnésticos are a descriptive overview of the department
which include data on geography, population, income levels, agri-
cultural and industrial production, and natural and mineral resources,
In theory, the diagndstico becames the basis for the annual operating
plan prepared by each DDC, The plans primarily consist of the activi-
ties proposed for the upcoming year and are submitted to the MEC for
approval and inclusion in the national operating plan. The operating
plans prepared by the DDCs acknowledge the diagnésticos in that they
summarize the development situation and potential for development of
the department. In many cases, however, the projects proposed in the
annual operating plans are not entirely consistent with, or do not

follow a strategy suggested in, the data generated by the diagnbsticos.
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Rather the projects represent perceived needs (and, at times, political
pressures) -- of both the national and departmental levels, For

¢xample, in Cochabamba, the development corporation has proposed the
construction of a large industrial park (perceived as a national need)

and a terminal for buses for the city of Cochabamba (a departmentsal

need), neither of which correspond to an identificd development constraint
which should be addressed,

A major reason for the inconsistency between what is
suggested by the diagnésticos and what is proposed t, the DDCs ig
the fact that the diagndsticos are descriptive and not analytical
studies. They do not go to the next step of recommending a develop-
ment strategy and a specific medium- to long-range plan designed to
address the constraints identified by the strategy. As a result,
projects are proposed which respond to perceived needs and not 8
specific strategy or plan,

This critical link between diagnosis and coherent strategy
has been identified as one area to receive assistance from the Mission's
Rural Development Flanning Project, This grant technical assistance
project will work directly with seven of the DDCs (Pando, Beni, la
Taz, Oruro, Chuquisaca, Potosi, and Tarija) to improve planning capa-
bilities, particularly in the preparation of medium- to long-term de-
velopment strategies. The project will also assist in the identifica-
tion ol projects consistent with the development strategy, although
this will not occur until the latter stages of the assistance effort,
The corporation in Sunta Cruz has not been included in this project
because it has recently received assistance in these areas from the
West Germans. Cochabamba is currently receiving assistance from the
West German team and has ulso been excluded from the project. Whether
participating directly in the Rural Development Flanning project or
not, each corporation will participate in workshops and seminars and
will receive training matcrials DPrepared by the project, which will
include uniform criteria for project identification and evaluation,
and preparation of annual plans,

As the principal Planning document prepared by the DICs,
the annual operating plans are submitted to the MPC for its review,
For the 1979 operating plans, the MPC held a meeting of all the
corporations in the city of Potos{ in May 1978. At the meeting the
basic guidelines for this year's plan were discussed .n detail in
order to facilitate the work required for their preparation. Prior
to submission to the MIC in November each year, the proposed operat-
ing plan is approved by the Directorate of the DDC. Each project
listed in the plan for which investment funds are requested has a
completed feasibility study or final design demonstrating its viability.
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Within the MPC, submissions are reviewed in a joint
meeting between the regional planning office, the project analysis
office and representatives of appropriate sectoral ministries, Each
project is examined for technical viability (including econamic and
financial), relationship to the national plan and priorities, and
rclationship to activities of the sectoral ministries. Following
this joint review, the regional plunning office establishes a priority
listing of projects taking into consideration the financial resources
available according to the Ministry of Finance. The listings are then
reviewed with the respective DDCs during which time they may argue for
certain changes. The final step in the process is recommending to
CONEFLAN an integrated national plan. Recommendations are submitted
to CONEFLAN by the Sub-Secretary after they have been reviewed by
the National Projects Committee,

7. Relationship of DDCs to Sectoral Ministries

Currently no formal mechanism exists to coordinate the various
activities of the development corporations and the sectoral ministries
(primarily agriculture, health and education) and other GOB organiza-
tiong (for example, the National Community Development Service, NCDS;
the Servicio Nacional de Caminos, SNC; and the Empresa Nacional de
Electricidad, ENDE), ‘There are, however, a numbcr of ways in which
the DICs and these GOB institutions keep abreast of each other's
activities, thereby reducing the Possibility of duplication of effort.

In the riret Place, where a sectoral ministry or the MPC has
an of'l'ice in a department, the ministry represcitative in that office
is also on the board of dircctors of the DDC, The directors are
regyongible for approving corporation policy as well as approving
the budget and the projects proposed., The ministry representatives,
therctore, arc kept current on all DDC activities and are able to
inform their respective ministries of these activities. On the other
hand, they also have the opportunity to advise the corporations on
ministry activities. This mechanism provides the most direct link
between the DDCs and other GOB institutions.

During the annual review of operational Plans submitted by
the DDCs and ministries, it is the responsibility of the Ministry of
Planning to coordinate broposed activities., Thez review process in-
cludes meetings with represcntatives from the sectoral ministries at
which time duplication of effort or the need to coordinate compli-
mentary activities (either with technical or financial support) are
identified and appropriate measures taken to assure that coordination
takes place.
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A third mechanism is through agreements signed by the DDCs
and other institutions for the provision of services., Generally the
need for these services are not for technical inputs in the design of
subprojects since the corporations have capable technical staffs,
Rather, the services are needed to complement an activity which a
corporation is implementing, For example, a corporation does not sponsor
the construction of a school or health post without a signed agreement
with the appropriate ministry to staff the facility. Several DDls
have agreements with SNC which call for joint participation in con-
struction of roads. In Oruro, the DDC has an agreement with ENDE in
which CORDEOR provides a percentage of the cost of installing a small
system in a rural area and ENDE provides the balance of the cost as
well as the technical expertise required for installation,

Despite the use of these mechanisms, it is generally recognized
that coordination between the DDCs and other government entities is
sporadic and in need of improvement. In February 1975, a week-long
general meeting of all the DDCs, sectoral ministries and the MIC was
held in Cobija. 1n recognition of the need to improve coordination,
a specific item on the agenda dealt with the problem and how it can
best be resolved., The outcome of this meceting was a decision to
develop a formal system, to be established through a Supreme Decree,
undcr which the MIC would have coordinating responsibility at the
national level and the development corporations at the departmental
level.

Two f~cters deserve special attention in this discussion of
coordination between the DDCs and other government entities. First,
the existence of the problem has been recognized as an internal pro-
blem by thosc involved and they have initiated efforts to improve the
situation. Occondly, the problem is not related so much to the DDCs’
need for technical services from other government entities as it is
to the need for improved coordination of activities, In those cases
when technical scrvices arce required, however, the corporations have
indicated that the nceded assistance is forthcoming.

B, Detailed Froject Ilescription

1. Goal and Nurpose

The goal of the Project is to improve the standard of living
of the rural poor in Bolivia, The Project is designed to achieve
this goal by utilizing the existing planning system of the Depart-
mental Development Corporations and requiring that the subprojects
be carefully targeted through the use of selected eligibility criteria,
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The purposc of the project is to enhance the outreach capa-
bility of the DDCs to identify and implement subprojects which will be
of direct benefit to the target group., Particular emphasis will be
given to subprojects which are income producing or employment generat-
ing in the agriculture sector.

2. Project Strategy

In their role as the entities responsible for fostering
economic and social development in their respective regions, the
DDCs have a dual function: (1) planning and (2) implementing develop-
ment activities. Put another way, their function is tv plan and
implement activitics designed to improve the stancdard of living of
the population. Uince most of the population lives and is employed
in rural areas, improvement of their standard of living requires that
these areas be the primary focus of the development activities planned
and implemented by the development corporations.

The institutional analysis shows that the DDCs vary signi-
ficantly among each other for a number of reasons: geographic isola-
tion, financial resources, human resources, years in operation, etc.
Generalized statements about the corporations are difficult to make
as a result. Nonectheless, the institutional analysis also shows that
the DDCs are beginning to recognize that development of the rural
arcas is critical if their regions are to experience economic and
social development on a broad scale, An important indicator of this
is that the corporations are beginning to reorient their programs
toward a more rural focus.

In this context, however, two basic weaknesses have been
identified in the DICs' ability to respond to their mandate of both
planning for the development of their regions and implementing related
development programs: a lack of a strong global planning capability
and insufficient extension of development activities into the rural
arcas. Both the Mission and the GOB believe that these weaknesses are
closely related; to be effective an overall pl..ining capability must
be supported by the ability to implement specific activities. For the
dcvelopment of rural areas, this is particularly important because
the existence of' an implementation capability provides the mechanism
to cstablish permanent channels for contact between the DDCs and the
rural population, and thus for coordination of activities with iden-
tified needs of the population. In addition to contact and coordi-
nation, implementation also creates a certain level of confidence
both in the DDCs (that is, although these types of activities are
new to them, they have the ability to carry them out) and in the
rural areas (that is, the DDCs want and are trying to assist in the
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development of their areas), The experiences gained from implementa-
tion are also important for feedback into the Planning process for
future activities to be implemented by the DDCs, Finally, increased
implementation in the rural areas will create the need for improved
coordinati~n among the DDCs, the central ministries and other donors;
the DDCs will be more aware of the activities of the ministries and

The planning system, defined as including elements of both
planning and implementation, is shown in Figure 2. The complementarity
between planning and implementation is indicated by the various fiows
that exist between the components of the system,

For the DDCs to be effective in their responsibility of
planning and implementing projects designed to improve the standard
of living of the rural Population, the institutional weaknesses in
the planning system must be reduced, In order to take advantage of the
complementarity which exists between planning and implementation, and
in recognition that both must be strengthened if the DDCs are to com-
plete successfully their assigned responsibility, the Mission has
developed a two-part Program aimed at strengthening the planning
system,

The FY 1975 Rural Developmer: Planning Project was designed
to address the lack of global plaining ability -- i.,e., lack of
clearly defineaq development strategies from which plans (medium to
long term as well as annual) can be prepared, and from which specific
subprojccts can be identified which are consistent with the plans
and which will contribute to achievement of the objectives established
in the strategy. The main contribution of the Planning Project is
long-term technical assistance focusing on the planning and project
offices of the corporations in order to coordinate Project prepara-
tion and planning objectives, The Project applies what can be termed
a "deductive" method to improvirg the planning system. 1In essence,
the technical assistance is aimed at macro-level analysis and use
of planning theory to develop strategies, plans and, at the last stage,
to identify specific subprojects., By beginning at the general level
and working down to the specific, the Project will help improve the
theoretical and technical basis for a consistent and integrated
Planning system.

What the deductive method for improved planning does not
provide, however, is a mechanism for improving the outreach capability
of the corporations -- that is, for addressing the second institutional
weakness which hampers the effectiveness of the DICs, As designed,
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the Kural Development Flanning Project addresses the theoretical and
technical basis fer an improved planning system, but without other
resources it does not allow for practical experience in the implementa-
tion of subprojects which are specifically designed to impact on the
rural areas. As explained above, for the planning system to be
cffective, therc must be both a technical planning capability and
experience related to working with the target clientele,

The complementarity of Pplanning and implementation makes it
possible to address both simultaneously. Waiting until technical
capability is in place before initiating specific outreach activities
which will complement and reinforce the Planning mechanis.. would be
less than optimal for several reasons: (1) lack of feedback from
experiences in implementing projects specifically targeted at the
rural poor; (2) limited participation of intended beneficiaries; and
(3) loss of time in installing an effective system because of the
need for modifications resulting from the experiences gained., The
latter point is important in view of Mission and GOB interest in
stronger decentralized organizations capable of reaching rural areas,

The proposcd Project, therefore, will focus on improving the
implementation/outreach capability of the DICs, thereby complementing
the efforts of the Rural Development Planning Project to create g
technical planning capability. This Project will utilize what can
be termed the "inductive" method to improved planning -- particularly
ns it relates to the identification and implementation of subprojects
which will improve the standard of living in the rural areas. The
converse of the deductive method, inductive Planning starts at the
micro level and, through the provision of financial resources, permits
implementation of a series of small subprojects which, when aggregated,
provide considerable learning experience in how development activities
reach a specific target group and create a desired impact. By pro-
viding resources for specific subprojects (the type to be controlled
through a series of eligibility criteria) a mechanism is created
through which the DICs can: establish permanent communication channels
with the rural population; coordinate activities with identified needs
of the target group; and create a level of confidence in themselves
that they can undertake rural oriented projects as well as in the
rural areas regarding their intention to do so. As has been discussed
above, these factors are important to an effective implementation
capability and, because of the feedback to the planning brocess, to
the overall planning system as well.

As Figure 2 has demonstrated, there is a close rela-
tionship between implementation of subprojects and the development
of strategies and medium- to long-term plans, An important considera-
tion that is not clear from Figure 2, however, is that this relationship
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exists only when the total system itself is operational., That is,
when both a technical planning capability and an outreach capability
exist. It is important to recognize that becoming operational re-
quires time and, until that point is reached, the relationship between
implementation of subprojects and pPlanning is going through a develop-
ment process; as a result, the relationship cannot be solidified
quickly. The Project, therefore, will not require the presentation

of' a strategy or medium- to long-term plan as a bPrerequisite to sub-
project approval. This is in keeping with the strategy of this
Project, in conjunction with the Rural Development Planning project,
to help establish the strong technical Planning and outreach capability
necessary an effcetive planning system in which a direct linkage
between implementation and strategies/plans is an integral part,

Through the use of eligibility criteria, subprojects will be
focused on the rural poor target group and will require that each
subproject demonstrate how it will contribute to the development of
& permanent outreach capability. This control on subproject financing
is irtended to produce the continual interchange and feedback between
Pplanning and implementation desired to improve the technical capability
of the corporations in both arcas and, as a result, in the overall
plamning system employed. Use of eligibility criteria of this nature
represents an important shift from the current situation in which sub-
projects arc often proposed on an ad hoc basis and without application
of any formal criteria.

In designing the Project, the alternatives of limiting ac-
Livities to (1) supporting development efforts in specific geographic
arcas in order to maximize impact, and (2) limiting activities to a
seetor but not limiting the geographic areas were examined. After
asscssing the viability of the former approach, the Mission believes
that the planning currently done by the DICs generally is not at a
level which permits a clear identification of specific geographic
locations in which to concentrate resources (the so called growth pole
theory for integrated regional development ). Therefore, this approach
cannot be utilized as the primary mechanism for focusing the use of
project resources, It is expected, however, that as the planning
donc by the corporations improves the use of growth pole theory will
bcecome a more viable alternative in determining how to maximize the
impact of resource investments., Conceivably a second phase of this
loan could be developed around such s, strategy.

The second alternative of concentrating resources in g
specific sector, therefore, hac been selected as the appropriate stra-
tegy for the Project to utilize, Specifically, this sectoral approach
will emphasize increasing agricultural Production., It will attempt
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to create or take advantage of linkages that exist between the point
of production and the me~ket through complementary investments.
Examples of potential linkages include: an investment in small-scale
irrigation leading to increased production and possibly requiring an
additional investment for storage facilities so that the affected
small farmers would have some control over the marketing of their
produce; the availability of feed from a local mill leading to in-
creased small livestock production leading, in turn, to increased
demand for feed and increased production of inputs (e.g., corn) for
the mill; and increased production of fruits creating the opportunity
to develop a fruit drying agroindustry. The Project will also en-
courage the corporationc to support the expansion of small farmer
involvement with products such as fruits, tea, and cocoa, which are
currently imported in order to satisfy local market demand. Anotner
important area for small farmer involvement is small livestock produc=-
tion including chickens, pigs, and rabbits.

In emphasizing the agriculture sector, Project activity in
other sectors will be strictly limited. Specifically, Project funds
will not be used to finance educational facilities or health posts
although certain social services such as potable water system and
small-scale clectrification will be eligitle to recceive financing.

3. Funding Level and Target Area

To finance subprojects, a funding level of $ 9.7 million
has been established for the Project. Based on discussions with the
DDCs, analysis of the demand for funds and the ability of the corpora-
tions to absorb the resources provided, this level is considered to
be optimal. Over the five-yrar life of the Project, the $ 9.7
million will average aprroximately $ 250,000 to $ 300,000 per cor-
poration per year. While this amount is samewhat modest on a per
corporation basis, it is sufficient to support the Project's purpose
of improving their outreach capability. The hope is that a strong
outreach capability, coupled with a strong technical planning capa-
bility (developed through the Rural Development Flanning project),
will provide a scund institutional base for future Mission (and other
development institutions) financing of activities with the corporations
which are designed to impact on the rural poor target group.

During intensive review, consideration was given to limiting
the geographic focus of the Project in order to maximize the impact
of the resources available. This was rejected in favor of all nine
DICs participating because the Project is institution building in
nature and, to be successful, both the Mission and GOB believe that
all the institutions must participate and work within the framework
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and criteria which have been designed to help achieve this institu-
tion building objective. In addition, with each of the DDCs partici-
pating linkages between them will be strengthened (through sharing
of experiences) as will linkages to the MPC, Limiting the target
area by excluding corporations fram the Project would

cause a gap in this institution building process and result in an
unnecessarily weak base for the implementation of future activities.

4., Project Design

The total ~stimated cost of the project is $ 13.5 million of
which AID will finance $ 10.0 million and the GOB will contribute a
minimum of $ 3.5 million., AID's loan funded contribvtion will consist
of two components: $ 9.7 million to finance DDC subprojects which
conform to the requirements of the project, and $ 300,000 for short-
term technical assistance. The GOB counterpart input into the project
will provide a minimum of 25 per cent of the cost of eligible sub-
projects, including the cost of subproject feasibility studies, and
additional salary and support cests for the DICe,

The need for additional inputs such as training, staff increases
and organizational charges were examined as part of intensive review,
but have not becn included in the final design. A certain amount of
training (primarily on-the-job) will be provided under the Rural
Development Planning project. The long-term advisors will also be
in a position to identify specific cases where additional long-term
training will be beneficial because they will be working closely
with counterparts in the corporations. However, since it is premature
to pinpoint specific personnel for training at this time, no provision
has been made in the Project design for training. Rather, the Mission
is planning to utilize the LAC Bureau's regionally funded Training for
Development project for this purpose once specific needs have been
identified.

The institutionzl analysis points out that the corporations
have experienced significant staff increases over the past three years
and are planning to maintain the current levels into the future. It
is the Mission's belief that additional staff is not required; a re-
orientation of technical expertire, however, is needed. To be success-
ful in establishing or strengthening their outreach capability, the
DDCs will require more promotors, extensionists, and agriculturalists
and fewer civil engineers. Santa Cruz has already begun to change
the composition of its staff, and the Project will encourage other
corporations to do the same,
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As part of their increased awareness of the importance of
the rural areas (and at the urging of the MPC), the DDCs have adopted
2 standard organizational structure with slight modifications to
meet the specific requirements of the corporations, The recent
changes in organizational structure were examined as part of the
institutional analysis and were found to be satisfactory in terms
of creating lines of responsibility which reflect the increasingly
rural focus of the corporations' programs. Therefore, no additional
modificaticns have been planned as part of this Project.

a. Technical Assistance

The major technical assistance needs of the corporations
are being satisfied by the Rural Development Planning project. None-
theless, additional short-term assistance needs have been identified
and will be financed under this Project.

Two work-months of assistance will be provided to each
corporation (a total of 1& work-months) to work with staff members
in the identification of outreach problems, development and testing
of golutions to the problems and, based on the results of the testing,
the implementation of mechanisms within the corporations which will
aszsurc a permanent outreach capability., It is expected that for each
corporation, the two months of assistance will be divided into two phases:
problem identification and development of solutions (one month) during
the carly stage of Project implementation, and a one-month follow-up
approximately a ycar later (i.e., once the DDCs have had an opportunity
to test proposecd solutions) to assist in final implementation of
permanent outreach mechanisms,

One short-term specialist in financial/tax systems will
be contracted to prepare a study of possible alternative or additional
sources of financ al support for the DDCs. The study (approximately
4 - 6 months in dvration) will evaluate various mechanisms to sugment
and diversify DDC revenuecs to permit expanded investment by the cor-
porations. In view of the expected return to civilian rule in August
1979, it is hoped that the study will assist the new government in
pursuing further docentralization of GOB development activities,

Another shert-term specialist will assist the MPC in the
preparation of' guidelines for environmental considerations to be
examined during subproject development., This assistance will require
approximately two work-months of services,

Finally, short-term assistance (approximately ten work-
months) will be utilized for special subproject evaluations. Over
the life of the Project a minimum of five to eight such evaluations
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will be undertaken. Also, in conjunction with these special evaluations,
assistance will be provided to institutionalize the evaluation process
in cach DDC. This will assure that the feedback from subproject ex-
periences into the planning process will be maximized,

The total amount of short-term assistance to be provided
under the Project is 36 work-months. It is expected that the MPEC
will contract directly for the needed services., A total of $ 300,000
from the loan have been budgeted for this purpose,

b. Subprojects

As discussed above, the project strategy is to enhance
the outreach capability of the DDCs to identify and implement sub-
projects which will be of direct benefit to the target group, with
particular emphasis on subprojects which are income producing or
employment generating in the agricultural sector. To implement this
strategy, categories of eligible subprojects have been identified,
and a detailed f{ramework for establishing the eligibility of particular
subprojects developed. These will (a) focus the DDCs on relatively
cmall projeets; (b) outline the requirements necessary to establish
subproject feasibility by type of project (c) permit comparison/
cvaluation of subprojects among DICs; and (d) emphasize the import-
ance of an outreach mechanism to assure target group participation
and impact.

1) Eligible iubprojects

The emphasis here is to undertake investments which
will penerate additional income or employment opportunities for the
rural target oroup, particularly in the agricultural sector. With
- that objective in mind and based upon a review of current DDC invest-
ment activities, a list of eligible categories of subprojects has
been developed. It is possible that a subproject could be financed
which does not fall into one of the below-listed categories, However,
such a subproject would have to conform to all applicable subproject
criteria and would have to be justified on the basis of its impact
on target group income or increased employment. As indicated below,
certain types of social infrastructure will be eligible for financing
under the loan, but it is expected that no more than 30 per cent of
the loan will be utilized for social infrastructure. Excluded from
Tinancing will be subprojects such as schools and medical posts for
which alternative sources of financing are available.

In certain instances, subprojects may generate income
for the corporations as well as for target group beneficiaries. As
public sector institutions, however, the DDCs are non-profit. Thus,
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cuterprises established by the corporations are operated and managed
by the corporations on a non-profit basis, and many times are experi-
mental projects aimed at bringing in private sector investment. If
the enterprise produces commodities for sale and does not simply
provide a service (e.g., improved seeds versus a storage facility)
credit is not extended by the corporation but comes Crom normal
external credit channels. To reinforce this non-profit nature of
the DDCs and to assure that funds provided by financial returns in
excess of costs arc used for purposes consistent with the objectives
of this Project, in those cases where subprojects generate such g
Financial return, it will be required tha*t the excess be used by the
corporations as additional investment capital for subprojects which
meet the eligibilityv criteria established by the Project. The effect
will be to expand the investment capital available to the DDCs.

]

The following briefly summarizes eligible types of
subprojects:

a) Agricultural developrent projects:  The introduc-
tion of non-traditional crops such as tea, orchard crops (apples,
pears), peanuts, grapes, and vegetables as well as  small livectock
such as chickens, pigs, shecp and rabbits are expected to be included
under the Frojeet., Thesc projects typically will include technical
assictance to farmers and cstablishment of marketing facilities.

b) Storage facilities: Facilitics for storing crops
such as potatoes will be eligible for financing if the crops to be
storced are normally produced by cmall farmers. Typically, storage
will be constructed in arcas of production. Larger facilities in
market towns will be concidered if it ean be demonstrated that the
small producer will be benefitted.,

¢) Agroindustry: Up to $500,000 of loan funds may
be utilized to install or cxpand agroindustrial facilities which will
utilize small farmer crops or livestock, or provide inputs for the
production of crops or livestock. PDuring intensive review, the
appropriatencss of this category of subproject wac concidered care-
fully before the deeision was made to include it. The most significant
issue -- potential conflict with private sector investment -- was
rejected because Bolivia, as a socialist state, has limited private
enterprise, As public scetor entities, the DDCs are the appropriate
institutions within the Bolivian context to undertake this type of
activity. In additioen, in discussing the matter with several DICs,
they indicated that a primary reason they will invest in agroindustry
(and other enterprises) is to attempt to attract private sector invest-
ment. A number of corporations have been successful in this regard
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in that enterpriscs that were once completely public are now "mixed"
(pnblic and private) enterprises, In Oruro, the stated policy of

the corporation is to establish mixed enterprises; others will under-
take activities on a pilot basis with the expectation that private
investors will assist in expanding to other locations once the activity
has been shown to be feasible. In supporting agroindustry projects,
the loan will encourage the growth of the DDCs' desire for increased
private sector participation and will require a 33% private sector
participation in the required investment.

d) Water resources/water control: Included within
this category of subproject are activities such as small-scale irriga-
tion, drainage, and river defense gsystems and other activities which
will provide adequate sources of water for small farmers or prevent
flooding of agricultural land. At & minimum, these subprojects should
result in a 20 per cent increase in net farmer income either as a
result of more intensive use of land or by avoiding losses due to
flooding and ponding of ficlds.

¢) Land improvement: Funds for this category of
subproject would finance the procurement of equipment designed to
lacilitate preparation of land for planting and harvesting. Both
machine (small tractors) and hand equipment (shovels, hoes, wheel-
barrows, etc.) will be financed but will only be «1iigible for the
creation of community equipment peools, Communitics will be required
to maintain the <quipment and provids operators and fuel costs as
necessary.

') Marketing facilitics: Town whclesale and retail
markets, sorting and grading equivment, and othcr investments which
will contribute to the commercialization of small farm agricultural
products will be eligible tor financing under the loan,

g) Reforestation: Although the impact of reforesta-
tion programs on the target group is lese direct, this type of
activity docs p1 uvide employment oppeortunities and indirect benefits
in the form of soil conservation and waterched improvement. Most
relorestation activities will be on public or communal land.

h) Rural electrification: Several of the DICs,
ineluding Pando, consider the expansion of clectric power to be of
high development priority in small towns and rural areas. Limited
electrification systems will be financed under the loan if their
installation will result in improved employment or income opportunities,
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such as permitting electric pumps for irrigation. In no case will
AD's contribulion to this activity exceed $ 500,000 per subproject.

i) Potable water and latrines: Village potable
water systems will be financed in communities not included under
the Rural Sanitation loan, Technical and economic criteria for
their installation will be similar to those established under the
Project.

2) Iligibility Criteria for Subproject Approval

a) General Criteria

To be eligible for financing under the project,
all subprojects must conform to the following:

i) Outreach mechanism: Each subproject must
demonstrate what it will do to establish or strengthen linkages
between the DDC and the beneficiary community, including the role
of the community in the identification and design of the subproject.
How the subproject fits within the DDC'sg general strategy for im-
proving its outreach mechanicm also must be clearly demonstrated.

ii) Cubprojcet cost: As a norni, the maximum AID
contribution for any one subproject will nct exeeed $ 300,000 except
for electrification. Consideration will be given to greater amounts
for specific subprojects at the request of the DDC involved and the
Ministry of Planning. This criterion will be reviewed at the end of
the first year of the project and mndified as necossary.,

iii) Cubproject duration: As a norm, subprojects
must be scheduled for complotion within two years following their

approval by the Ministry of Planning.

b) Subproject Specific Feasibility Criteria

In addition to the above, a final design will be
prepared for cach subproject, in which the following concerns must be
addressed prior to its approval for financing under the loan.

i) Target Group Analysis
Each subproject must benecfit directly the
target group. Assessment of direct benefits will vary by type of
subproject. At a minimum, the following must be demonstrated by
category of subproject:

(a) Agricultural development projects: At
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lcast 80 per cent of the beneficiaries in terms of number of benefi-
ciaries and expected total income benefit will be small farmers.

(b) Storage facilities: Charges for the use
of storage facilities must be affordable by small farmers; facilities
must be physically accessible to small farmers; small farmers shall be
given preferential access to the facilities.

(c) Agroindustry: Agroindustries will be
eligible if a majority of their purchases of agricultural products
arc from small farmers, or the majority of their output is purchased
by small farmers. Also, 33% of the total investment required for an ag.-o-
industry subproject will have to be obligated through privateSectorparticipa-
tion. (d) Water resources/water control (e.g.,
small-scale irrigation, drainage, river derense systems): A majority
of the beneficiuries of the infrastructure must be in the target
group; a majority of the land benefited must be owned or under the
cflfective control of the target group; charges for the use of the
system and its maintenance must be aff'ordable.

(¢) Land improvement: A majority of the
land benefited must be owned or under the effective control of small
Farmers.

(f) Markcting facilitics: Facilities must
be physically accessible to the target group; user costs must be
affordable,

() Reforestation: The land included in the
subproject must Le cither owned under the erfective control of small
farmers or must be public land.

(h) Rural clectrification: A majority of
the residents of the town or rural area to be served by “he grid must
be within the target group; size of the community being served will
be no more than 400 families; the system must be self-financing.

(i) Potable water systems: A majority of the
population served must be in the target group; location of public
taps (if used) must permit reasonable access of the target group;
system design must take into account the need to make potable water
accessible to virtually all the cammunity at the least cost.

Where appropriate, prior to approval a
maintenance plan will be required for subprojects Also, as part
of subproject development, the need for user charges will be examined
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as a means of financing future maintenance costs, Where a specific
service i:c being provided (e.g., storage facilities), user charges
will be impoced as applicable. The amount of such fees and the
frequency and nethod of collection will be determined as part of
the subproject final design, In all cases, the level of fees
charged must be commensurate with the ability of the target group
population to pay the fees,

i) Economic/Financial Analysis

(a) Economically productive project: For
all projects with quantifiable economic benefits, a benefit/cost
analysis will be prepared and indicate that the economic return is
rcagonable (e.g., an IRR of at least 1b per cent)., For water re-
sources projects with anticipated AID funding in excess of $ 100,000,
an economic analysis will be conducted.

For projects which involve user charges,
financial investments by the target group, or involve a firm, a fi-
nancial analysis will be pbrepared establishing that the subproject
is viable financially from the point of view of the household or
the {irm.

(b) Social infrastructurc:  For those sub-
projecets in which benetits cannot be quantified casily (potable
water), the ceonomic analy;is chould be prepared in the form of a
cott-eff'ective or alternative analysis which demonstrates that the
subproject ic the loast-cost approach to providing the anticipated
benelits,

iii) Social/Cultural Feasibility

The social Teasibility ot the subproject must
be asscssed to assure that relevant subproject -sy - cit'ic social ang
cultural factors are considered in design and implementation. The
framework for this analysis is discussed in detail in Annex II, Ex-
hibit G.

In addition, for all subprojects, the par-
ticipation of the beneficiaries in the subproject will be specified.
The outreach mechanism used to permit the participation of beneficia-
ries in subproject design and implementation (e.g., contribution of
labor to the construction and maintenance of small-scale irrigation
systems) or necessary groupings of beneficiaries (e.g., cooperatives,
associations) will be described within the context of each corporation's
plans to develop a permanent outreach capability. Sufficient informa-
tion also will be presented to conclude that the requirea level of
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beneficiary participation and the proposed mode of that participa-
tion is feasible,

iv) Technical Requirements

Feasibility plans and specifications adequate
to prepare recasonable cost estimateswill be presented, Maintenance
requirements and a maintenance plan will be developed and the mechanism
to provide adequate maintenance presented. A time-phased implementa-
tion and construction plan also will be required,

v) Environmental Assessment

Environmental assessments will be included in
those projects which may have significant impact on the environment
such as water resources. Subproject concept documents will discuss
environmental aspects and recommend for or against future analysis
to be incluued in feasibility studies. Tt is expected that short-
term technical assistance will be provided to develop environmental
procedures for the corporations. A manual on these procedures will
be prepared.

Based on a review of a sample of feasibility
studies which have been prepared by various DDCs, modification of the
current format for project design to address the above criteria should
noli present a major problem., As a condition precedent to disbursement
for any subproject, the Ministry of Flanning will develop appropriate
guidelines for final subproject design. It Is anticipated that the
guideclines will serve as the tasis for a short training course to be
given to appropriate officials of the DDCs following their approval
by AID,

c. lise of funds
i) AID Loan Funds

Up to $ 9.7 million in loan funds will be
utilized to finance eligible subprojects. Funds may be used to
finance the procurcment of equipment and materials (including con-
struction materials), construction services contracted by the cor-
porations (excluding force account work), and technical assistance
when that assistance is essential to the implementation of subpro-
Jects. For example, AID funds could be used to contract agronomists
to work as extension agents for agricultural subprojects or contract
consultants to help establish, operate, and train personnel in agro-
industries.
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Up to $ 300,000 in loan funds will be used
for short-term technical assistance.

ii) GOB Counterpart

The corporations will contribute a minimum
of 25 per cent of the total cost of eligible subprojects. This
contribution can be in-kind (e.g., force account construction, DDC
staff time, use of DDC construction equipment), cost of subproject
feasibility studies, or as financial counterpart. The minimum value
of GOB subproject counterpart will be $ 3.5 million, which may in-
clude funds from Title III.

In addition, the DICs typically undertake
minor investment in communities to establish cormunity confidence
and trust in the DDCs (e.g., repairs to a school, village street
improvements), Althrugh these activities facilitate the identifica-
tion and implementaticon of subprojects which will be financed under
the project, it is not poscible at this time to quantify the value of
this category of activity. Thervfore, it is not included as a quan-
tiriable GOB contribution to the Project.

The following provides an illustrative break-
out. of the various components of the project (determined in part from
subproject damand analysis):

Subproj«ct Budget

(In %000)

Subprojcet Total X Ic
Agricultural Develcopment Projectes 3,250 3,250
Storage Facilitics 1,140 1,140
Agroinductry 500 300 200
Water Resources / Water Contrel 1,370 500 870
Land Improvement 600 500 100
Marketing lacilitics 100 100
Reforestation 900 900
Rural Blectrirication 900 500 iTele)
Potable Water Systems ako 500 400

TOTAL 9,700 2,300 7,400

——==Zz _——L== _—_—_——a=

d. Allocation of Al Loan Furids by Departm:nt

As discussed above, all of the nine DDCs will
participate in the project. To permit each DDC to finance at least
several subprojeccts and avoid a disproportionate concentration of
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loan resources in a few DDCs, an initial distribution of loan funds
will be made. Based on this distribution, each DDC will be alloeated
a quota of loan funds which it cannot exceed during the initial
Phases of the project. During the ensuing years of subprecject ap-
proval, particular DDCs may exceed their assigned quota if other

DDCs are unable to utilize the funds allotted to them.

The allocation of AID loan funds established in
Table 1 below was based on the current distribution of the total DDC
investment budget in 1978 adjusted for the anticipated ability of
cach DDC to identify and submit eligible subprojects, A further ad-
Justment wars necessary to avoid an excess allocation of AID funds to
CORDECRUZ (Santa Cruz). Since over 50 per cent of the total DDC in-
vestment budget is attributed to CORDECRUZ, it was agreed that CORDECRUZ
should receive a proportionally smaller allocation but which would be
mufficient to reinforce the objectives of the Project. An allocation
of $ 1.0 million was agrcoed upon,

5. End of Project Status

Together with a limited amount of short-term technical assist-
ancc, the Project will rely on experience gained from implementation
ol subprojects in order to achieve its objective of institutionalizing
an outrecach capabilivy in each of the DIDCs., Through permanent out-
rcach mechanismo, the corporations will have the means to directly
involve the target group population not only in rlanning new activities
but in their implementation as well, The proposed Project is timely
because the corporations have recognized the cxistence of an outreach
capability as an important part in strengthening their overall plan-
ning systems, and arc seeking assistance for their efforts tc establish
this capability.

Success ol this Project will be measured in terms of the
extent to which the DDCs continue to rely on their outreach mechanisms
for planning and project design and implementation purposes, It is
cxpected that the positive experiences gained from the Project will
be sufficient incentive for the DDCs to continue utilizing their
contacts with the target group in the development of future activities,
In addition, it is hoped that with a strong outreach capability as
well as a strong technical planning capability that the DDCs will
scrve as a base not only for future AID assistance but other inter-
national development agencies as well. This will provide an opportunity
to observe the extent to which the DDCs involve the target group in
the development process as well as the opportunity to reinforce their
cfforts with additional funding.
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Table 1

Allocation of the AID Loan by DDC

(In $ 000)
1978 Percentage Adjusted Allocation
Corporation Investment of Total Percentages of AID
Budget Budget i Funds

COKDECH $ L,812 14% 15% $ 1,275
(Chugquisaca)
(ORDEPAZ 5,082 15% 15% 1,275
{La Paz)
CORDECO 4,284 12% 15% 1,275
(Cochabamba.)
COKDEOR 3,674 11% 11% 990
(Oruro)
CODETAR 4,388 13% 15% 1,275
(Tarija)
CODEBENI 2,756 8% 9% 810
(Beni)
CORDENO 2,855 8% 9% 810
(Pando)
CORDEPO 6,443 1% 11% 990
(Potosi)

Sub-Total 34,294 100% 100% 8,700
CORDECRUZ 39,091 - - 1,000

(santa Cruz)

TOTAL

73,385 - - 9,700
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The specific outputs expected from this Project include:

a. Thirty-five to fifty subprojects will be implemented in
accordance with eligibility criteria,

b. There will be a minimum of ten staff members on each
DDC hired and trained to be responsible for developrent of outreach
linkages between the DDCs and the target group,

€. [Each DLC will establish permanent contact with a minimum
of five campesino groups.

d. Two workshops will be held each year in which representa-
tives from all the DDCs will meet to share their experiences and
offer suggestions regarding the establishment of outreach mechanisms,

€. A report summarizing the mechanism of financial support
for all DDCs will be prepared and recommendations made to the MPC
for developing additional or alternate sources which could generate
increased financial support for the DDCs,
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PART III. PROJECT ANATYSIS

A, Technical Analysis

1. Technical Approach

Ultimately, the Project seeks to improve the standard of
living of the rural poor population in Bolivia by increasing incores
and employment opporuvunities. Alternatives have been carefully
examined for directing scarce financial resources, through the public
sector, into projects which will benefit this target group and also
encourage their participation in the design and implementaticn of
activities directed at their self-identified needs. The semi-
decentralized approach to development planning which exists in
Bolivia is considered to be an appropriate means for reaching this
target group because the system emphasizes inputs from the regional/
departmental level where, at least geographically, planning takes
place close to the target group and where knowledge of the needs of
the rural population is greater.

Given the steadily increasing importance of the role of the
development corporations within the national planning system, it is
important to note that only a two-level hicrarchy has been created:
national and departmental/regional. There is no formal level of
planning or implcmentation below the DDCs, and the responsibility of
the corporations, thcrefore, is not only development from a departmental/
regional level but from the local level as well. In certain respects,
because the corporations are regional entities, it can be argued that
the planning they do is top-down in nature. However, if the corpora-
tions are to be successful in promoting the development of diverse
localities in their regions, then they must create mechanisms to take
the needs of thesc arcas into consideration (through outreach mechanisms
that pemmit pcrmanent ccntact), thereby introducing an element of
bottom-up planning into the planning process.

To take advantage of this existing system and the increasing
importance of the DDCs, this Project has been designed to assist in
the development of the outreach mechanisms which the DDCs need in
order to increas. the participation of the target group in the planning
precess.  For example, in Santa Cruz the corporation is attempting to
Lorm community development committees comprised of representatives
sclected by community members. Technicians from CORDECRUZ will be
assigned to work directly with these committees in order to gain an
understanding of what their prowlems and needs are. The information
from this direct link with target group communities will then be used
within CORDECRUZ in development of plans and specific subproject ideas.
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Reinforcement of the development of these putreach mechanisms will
come about through the implementation of subprojects planned and
identified with the assistance of the target group. The feedback
ol' experiences gained from this implementation into the Planning
system is an important design feature that will help improve future
planning and implementation through the application of this prior
cxperience. The expected result is that the prlanning, design and
implementation of future subprojects will be increasingly sensitive
to the needs and priorities of the target group population threaghout
Bolivia because they will participate directly in the development
process,

It should be emphasized, however, that the corporations are
not the National Community Development Service (NCDS), nor should
they be. NCDS operates at a different level with much more concern
for construction or community projects and much less concern for
how those projects fit into macro planning. On the other hand, the
corporations are dealing with larger projects which must be more
carefully planned keeping in mind departmental level (not just village
lcevel) needs,

2. Technical Capability of the DDCs

The DICs will provide the technical and professional staff
neccssary to carry ouvt Project activities., Over the past decade, the
DDCs have undertaken a wide variety of projects and, as a result,
have developed technically competent staffs, The problem currently
being faced is how to utilize the available skills in a program
oriented toward the rural sector. Because of this technical capebility,
the proposed Project will not place a burden upon the corporations!
staffs to the point where they would be unable to carry out the re-
quired activities in an effective manner.

Maximizing the outreach capability of the DDCs will come
about by maximizing the number of subprojects implemented within the
Tramework and criteria established by the Project. Therefore, smaller
subprojects will be emphasized in which the AID input generally is no
more than $ 300,000. It is expected that these smaller subprojects
will require only routine planning and design with respect to engineer-
ing and construction. In fact, while eligible subprojects such as
storage facilitiesz, small irrigation systems, agroindusiry facilities,
clectrification and potable water systems will require engineering
designs, others such as fruit and vegetable improvement will not.

Each corporation has professional engineers and technicians
on its staff who have the experience and capability to provide the
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necessary services. These staffs, in most instances, will be res-
ponsible for the design of subprojects. Sound, acceptable engineer-
ing practices will be utilized. There will be instances when the
corporations will utilize the services of outside consultants or
technicians from sectoral ministries in undertaking feasibility
studies -- in which case the necessary engineering and design ser-
vices will be provided as part of the contract. Also, it is im-
portant to keep in mind that technical assistance from the Rural
Development Planning project will be available to most of the DICs
in this area of subproject design.

AID will not monitor the designs prepared for each subproject
although in the first year subprojects with a total value in excess
of $ 100,000 will be reviewed by the Mission. On a random basis,
the Mission will also check plans and specifications to assure that
minimum professional standards are followed.

Where coustruction is involved, it will be the responsibility
of the development corporation implementing the subproject to provide
the necessary services, including supervision and site inspection.
Construction methodology will vary depending upon the type of facility
or infrastructure to be built. Following current practices, construc-
tion will utilizec cither direct employees of the corporations (skilled
and unskilled) or contracted assistance, Where arpropriate, community
involvement (including labor and supply of local materials) will be
utilized to the maximum extent possible,

While standardized designs have not been cdeveloped for the
general categories of eligible subprojects, the DDCs will be resporsible
Lo see that each design and cost is appropriate for the needs of the
community. Several of the DDCs have prepared general descriptions
and designs of subprojects proposed to reccive Project financing,

Thesc have been reviewed by the Mission and indicate that the DDCs
have the necessary technical and professional proficiency to develop
subprojects conzistent with the objectives of the proposed loan.

3. Subproject Maintenance

Final design for each subproject to receive financing will
include a plan detailing the procedures to be used in maintaining
the infrastructure provided. As discussed previously, this mainten-
ancc responsibility will belong to the participating community and
will normally be provided for through a system of user charges.
However, for subprojects such as irrigation systems, the small
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farmers benefiting from the system will be responsible to organize
groups for the specific purpose of providing the labor necessary to
kcep the system in good repair.

Mission experience with community maintenance varies, In
NCDS projects, evaluations have shown maintenance to be very good,
with the major reasons for successful maintenance being village
lcadership and community interest in the project from the outset,
Where local leadership and interest were weak, maintenance was a
problem.

The Mission sees the outreach mechanism playing an important
role in this regard., It would not be in the corporations' interests
to have to assume maintenance responsibilities because of badly
designed or promoted projects. Thus, subprojects will be designed,
and this is part of the ¢ligibility criteria, with a maintenance
plan, It will be the recponsibility of the subproject technicians
and promotors to a:scure that these maintenance plans are realistic
and that they arc¢ negotiated with community leadership.

4, Subprojcet Approval

The mrthodology to be uced in approving subyprojects is dis-
cussed below in the Implensntation lan, Scetion IV.B.1.b,

5. Demard f'or Project Funds

In the course ot intensive review, the development corpora-
Lions have c¢ither Leen vicited or reached by telerhone to discuss
the Project and, in particular, those subprojects which the corpora-
tLions would like Lo propose for f'inancing under the loan. Based on
these digscuscions, a tentatlive listing of subprojocts has been pre-
pared showing o demand of approximat-ly & 17.3 million. This tenta-
tive listing conciste primarily of yrejectc which will be ready for
implementation within the next two years. It is expected that certain
of these subprojects will fall out before reaching the implementation
stage.  Thic will occur rither because feasibility studies will show
the subprojects to be unfeasible, or because of changes in the plans
and prioritiec orf the corperations. To take this eventually into
consideration, the DDCs were asked to project ahead two to three years
and include in their proposals subprojects which now are only in the
earliest planning :stages. However, due to their greater emphasis on
short-term planning, only a few of the corporations provided proposals
beyond the year 19tl. The demand shown, therefore, is only an initial
level which is considered to be very low.
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Two factors are expected to influence the content and final
level of the demand for loan funds. First, as the DDCs move forward
in their planning for future years, their requirements will become
more firm and they will be in a position to modify their requests.
And, secondly, as the technical assistance being provided to the
planning and project offices of the DDCs takes effect and is comple-
mented by an *aproved outreach capability, it is expected that several
additional subprojects will be ideuntified which will be logical can-
didates for financing under the loan. The net result within the next
one or two years, therefore, is expected to be a significant increase
over the demand level exhibited in the current listing. (Annex II,
Exhibit B, contains a breakdown of currently proposed subprojects.)
The total expected demand level will be more than adequate to absorb
resources available from this Project as well as Title III funds
designated for the DDCs,

6. Cost Estimates

The cost of subprojects will vary Jdepending on whether they
arc implemented using force account methods or outside contractors.
The former method will result in lower costs because of no overhead
or profit charges. Nonetheless, it is ¢xpected that come subprojects
will be implemented by contractors. In both cases, however, the DDC
will ascure that the total cost is reasonable and appropriate in terms
vof benefits expected to acerve,

Where specific conctruction activities are involved, total
cost will be estimated based on the enginecering analysis and resulting
designs.  In the case of subprojects such as increased crop or live-
stock production which do not have construction c¢lements, estimated
cost will be bascd on the knowledse of vuch corporation's agricultural
techniciams who have had surficient expericnce to develop accurate
costs,

a, Improved Live-stock Production

Thesc subprojects will consist primarily of improving the
gquality of livestock such as shecn, vigs, chicken, and cattle by
introducing new breeds and/or nethodolegies for raising the livestock.
Construction activities will be miniral. Costs will be a function of
the number of livestock purchased and the technical assistance provided

{.« Improved Crop Production

As with the livestock production subprojects, these sub-
projects will consist primarily of introducing improved varieties,
new varieties or expanding the current area in which various fruits
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and vegetables arc grown., Construction activities will be minimal.,
Total cost will be a function of the volume and number of varieties
of fruits and vegetables purchased (including seeds), testing costs
and technical assistance,

¢c. Small Irrigation Systems

Eligible irrigation subprojects will include a reinforced
concrete intake structure and an unlined conveying ditch which will
be designed in accordance with the specific subproject, If necessary,
reinforced concrete aqueducts will be built to negotiate small ravines,
and stcel pipe siphones will be protected on the outside with conecrete
to retard corrosion.

Although final cost will vary from subproject to sub-
project, the following are provided as estimates of eligible systems
(for approximately 300 - 500 hectare areas),

- Tractor $ 17,000
- Ditch Digger 10,000
-~ Wells (to tap subterranean water) 37,000
- Pumps 40,000

- Construction Materials 000
TOTAL $ 139,000

The Lractor and ditch digger would be purchased by the
corporation and used for several subprojects,

d. Land Improvement

This subproject will finance the purchase of equipment
(machine and manual) to be used in Preparing land tor planting and
also tc assist wibh harvesting. Major costs will be for farm tractors
which, with appropriate attachments, can cultivate fields and harvest.
Estimated cost of this type of tractor (inc]uding attachments) is
$ 30,000. Purchases under this subproject will be limited to those
cases where community equipment pools are being established.

e. Cfmall-Scale Agroindustry

Eligible subprojects will include small plants which will
brocess the production of small farmers. In Cochabamba, a plant for
drying vegetables has been proposed and has the following costs:

- Land $ 9,500
- Construction 107,672
- Equipment 508,450

- Working Capital 57,378
TOTAL $ 683,000
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In most cases of large agroindustrial projects of this
nature, the AID input will be limited to $ 300,000, For smaller
projects such as a plant for brocessing tarhui (also broposed by
Cochabamba) which has a total cost of $ 170,000, the AID input will
be a maximum of 75 per cent of the total,

Another eligible subproject in this category would be
storage facilities (i.e., silos) for corn, potatoes, ete, Final
costs will depend on the size of the silos. The maximum AID input
to this type of facility, however, will be approximately $ 300,000,

f. Marketing Facilities

These facilities will be simple buildings with walls
about six feet high and screens enclosing the balance of the struc-
ture. Typically the markets will have between 20 and 30 stalls for
vendors and will include sanitary facilities and a small administra-
tive facility. Cost of this type of facility will be between $7,000
and $ 11,000,

g. Reforestation

The principal cost of this subproject is the purchase of
Seedlings and the care required until the seedlings are large enough
to be transplanted. The broposed subprojects would each purchase a
large number of seedlings which, although inexpansive on an individual
basis, add up to a considerable expense, KEstimated costs range from
$ 100,000 to $ 500,000.

h. Rural Electrificatig:

Eligible systems will be limited to small communities with
populations up to 2,000. The systems will provide generating power
and distribution lines to the communities at the following estimated
costs (for a 15 KW generator serving a community of approximately 800):

- Construction (Power Station) §$ 3,750

- Generator 9,000
- Distribution System
(Including Transportation) 9,500

- Labor 2,500
TOTAL _2_1259

Small hydropower systems are another possibility in which
the corporations have expressed interest. The specific technology
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and cost estimates for specific sites will be available upon cample-
tion of a brefeasibility study presently being funded by USAID/B.
Depending on the results, the Mission may emphasize these hydro-
systems over the diesel systems.

i. Potable Water Systems

Costs of potable water systems will vary slightly depend-
ing on the size ang special design characteristics called for by a
specific subproject. In general, however, the following estimates
are considered fair for the type of systems expected to be installed:

- Construction Materials $ 18,000
- Pumps 26,000
- Labor 10,000

TOTAL $ SH,OOO

In some cases, wells will be dug to provide water for a
community. The principal cost will be labor with some expense to
cap the well and provide a pump. Estimated ccst for a well is
$ 7,500.

f. Techniral Feasibility

In their role as the entities responsible for the economic
and social development of their depurtments, the DDCs have demon-
strated that they have the capability to implep.at subproject.: of
the type to Le rivniced by the loan.  On Mareh ¢ 1979, the Project
wan presented atog meeting ol the TLC Iluning directors sponsored
by the MIC i:, Lo Iac., A high level of interest was e€xpressed in the
broposed design of the Project and the level of demand for Project
tunds was confirmed,

Project design hag taken into consideration and built upon
the existing Manning and implementation system employed by the
DDCs. In utilizing the existing System, the data used in developing
the PP (including cstimated costs of subprojects) are based upon the
cxperiences of the corporations in the implementation of similar
activities,

In addition, eligibility criteria have been established
which are designed to assure impact on the AID target group. The
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criteria also require that studies be undertaken which demonstrate
that subprojects are econamically vieble and have acceptable benefit/
cost ratios,

vhere subprojects will impact upon water resources, designs
will be required to deronstrate that the subproject will not de-
tract from other potential uses of that water. Suould a water re-
lated subproject exceed $ 100,000 in total cost, additional
analysis will be undertaken.

In view of the above, it is considered that the Project is
technically feasible, and that the requirements of Section 611 have
been satisfied.

8. BEnvirc. -ntal Considerations

An Initial Environmental Examination (IEE) was submitted
with the PID for this Project, and a negative determination was
aprroved by the AA/LAC (sec Annex II, Exhibit G). To assure that
environmental concerns arc not overlooked, however, one of the
subproject eligibility criteria requires that impact on the
environment be cxamined closely., Where the need for further
uanalysis is indicated, it will be undertaken prior to the ap-
proval of funding.

B. Economic Analysis

1. Macro-Economic Considerations

During the middle years of the 1970s, the Bolivian economy
grew at an average of 6 to 7 per cent ber year in real terms. 1In
1977, however, the growth rate began to slow considerably and, by
1978, the real rate of growth was only 4 per cent. The slowdown
began when the volume of exports failed to reach projected levels
while imports, spurred by the projected high levels of exports,
climbed higher and higher. Between 1977 and 1978 alone the current
account deficit increased from $ 162 million to $ 370,2 millicn
primarily because of the disequilibrium between exports and
imports.



-11,7-

Increased public sector spending has been a major factor in
the demand for imports. In large part, public sector imports have
been financed by increasing the internal and external debt (the
external debt alone experienced a 200 per cent increase between 1974
and 1978). At the end of 1978, servicing the public debt amounted
to almost 30 per cent of export earnings.

Because of this rapidly deteriorating financial situation,
there has been increasing pressure to reduce public sector spending.,
In preparing its 1979 budget, the government has made every effort
to hold down expenses in almost all sectors. Since most of the
development corporations have revenue sources independent of the
central government, they have not been under this same pressure,
The recent decline inthe production of hydrocarbons and minerals
(and subsequently of exports of these materials) has resulted in
slightly lower budgets for some of the DDCs because they receive
most of their financial support from royalties on the production of
petroleum and minerals,

The poor balance of payments situation currently facing the
government has dictated a GOB development strategy of rapid growth
of the export sectors - hydrocarbons, minerals and agricultural
commodities. Adherence to this strategy necessarily means a low
Priority and level of investment in the social sectors and in the
poorer, rural areas., The GOB has indicated that it will attempt to
overcame this constraint by seeking financing from bilateral and
multilateral donors for social sector activities.

2. Subproject Analysis

In Annex II, Exhibit €, two representative subprojects propcsed
by the development corporations in Cochabamba and Chuquisaca have been
swamarized. In cach case, the respective corporation has prepared a
detailed study examining technical, social, financial and econamic
considerations related to the proposed project. After reviewing the
studies, the Mission considers them to be adequate in proving the
feasibility of the proposed projects as well as a clear demonstration
of the corporations' ability to undertake project analyses in a
professional and satisfactory manner,

While technically ad.juate, review of the studies also
indicates room for improvement. For example, the study for a vegetable
collection center in the Cochabamba valley used an opportunity cost
of capital of 15 per cent, whereas the study for the sheep production
project in Chuquisaca a 12 per cent cost was used. The cost of
capital should be uniform and coincide with guidance set by the
Ministry of Flanning. In the sheep production study, the econamic
analysis stops short of conclusively demonstrating feasibility end
cites lack of sufficient data as the reason for the incamplete analysis,



However, as discussed in the Annex, it is possible to make certain
reasonable assumptions which then permits completion of the analysis,
In this particular case, if only a small percentage of potential
small farmer beneficiaries are assumed to participate in the project,
a positive economic impact can be demonstrated and the project
Justified.

In neither project was shadow pricing used. While technically
difficult to formulate in the absence of clear information on relative
factor prices and family labor utilization, nonetheless an attempt to
quantify shadow prices could give a clearer view of the economic
impact on society.

In order to both improve the quality of prefeasibility and
feasibility studies, as well as provide for their uniformity in terms
of data requirements and procedural analysis, a set of project develop-~
ment guidelines should be prepared and made available to all DICs.
Technical assistance, to be provided under the proposed Projeet and
the Rural Development Planning Project will assist the MPEC in develop-
ing such guidelines.

Different categorics of subprojects to be financed will
neccssarily involve differcnt types of analysis to determine their
cconomic feasibility. 1In the case of revenue-generating activities
(such as the two model subprojects in Annex II.D), it will be necessary
to quantify both costs (investment, working capital, etc.) as well as
benelfits (inercased income, savings, etc.) to arrive at a conventional
benefit/cost ratio which will determine the subproject's overall con-
tribution to cocietal welfare. Where applicable, shadow pricing -
especially in the case of farm family labor and the costing of C.n-
modities which arc subsidized by the government - should be utilized,
This type of analysis lends itself to the following categories of
investment:

- improved livestock production
- improved crop rroduction

- small irrigation systems

- land improvement

- small scale agro-industry

- marketing facilities

- rural clectrification

In the casc of subprojects where total costs are unlikely to
be recovered, e.g., potable water systems, an alternative econamic
analysis which assigns an imputed value to non-tangible benefits
(improved health, lowered infant mortality, increased productivity,
etc.) should be employed. In this type of analysis, total costs
should be weighed against the total imputed value of societal benefits.
Other cases where this type of analysis may be appropriate include:
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- river defense (where activity is primarily preventive)

- reforestation (where time horizon to calculate benefits
is too long to effectively equate with costs at a reason-
able discount rate)

- rural sanitation (latrines, sewerage)

The corporations have demonstrated satisfactorily their
ability to undertake the more sophisticated analysis required for
revenue generating projects. Based on this ability, it is expected
that the capability also exists within the corporations to vadertake
the more qualitative analysis for prcjects such as potable water
systems and reforestation.

C. BSocial Analysis

1. BSocial Organization and Socio-Economic Profile - An Overview

The vast majority of rural inhabitants (both indians and
mestizos) as well as recent migrants to urban (rural town) areas are
living in conditions of poverty which show little improvement over
pre-revolutionary days. There are three distinet beneficiary groups
in this Project: (1) indigenous small-scale farmers; (2) mestizo
small-scale farmers; and (3) rural town poor. A complete socio-
cconomic profilc ot these groups appears in Annex II, Exhibit F
of this PP,

2. Sociocultural Feasibility

The kecy clement in the socio-cultural feasibility of the
Projeet is the linkage between the DDCs and the target populations.
The intensive review revealed varying but generally adequate levels
of technical wxpertise and enthusiasm on the part of DDC personnel,
Also, on the basis of those who have been involved to date, there is
interest and a positive disposition on the part of the beneficiaries
toward DIC sponsored activities, However, there are social and
cultural faclors which could come into play and inhibit the develop-
ment of this necessary linkage. Strategies which take these factors
into account will be employed to assure that the linkage is esta-
blished and the target population participates to the maximum extent
feasible.

a. Cultural Distance

It is important to note that there is considerable cul-
tural and social class difference between the DDC staff personnel
and potential project beneficiary groups., The DDC staffs, both
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administrators and technicians, generally tend to be comprised of
middle class individuals who come from an urban background. They
arc upwardly mobile, place a high positive value on economic gain,
have a relatively cosmopolitan view of the world and are well in-
tegrated into the national mainstream. The beneficilary groups on
the other hand tend to be lower class and essentially rural. Economic
gain is important, but the social demands on surplus funds inherent
in the small scale, personalized face-to-face village society in
which they live inhibit the accumulation of wealth. Compared to
DDC personnel, the world view of the beneficiaries is parochial,

in most cases limited to their immediate environment, and they are
at a considerable distance from the mainstream of national social
system. Given the history of rigid divisions between social classes
and ethnic groups, such iocio-cultural distance between members of
the delivery system {DDC staffs) and the beneficiaries must be con-
sidered in order to avoid serious problems :inhibiting successful
implementation,

b. Campecsino Representation in DDCs

The "Law of Departmental Corporations” requires that
representation from existing campesino federations be included in
the DDC dircctorates, In effect, this lcgislates the participation
of the rural poor in their own development process. Although a
positive step, this innovation by itself is not sufficient to bridge
the cultural distance between the DDCs and their clients., In all
probability the rcpresentation will have some impact at the policy
level, especially concerning the emphasis of development strategy,
but it is likely to have little effect on the design and implementa-
tion of projezts - the level at which sensitivity toward the target
group is most critical.

¢. oocial Scientists on LDC Staffs

The DDCs will be encouraged to change the composition of
their staffs to be consistent with the need to develop an cutreach
capability. In particular, more social scientists (especially socic-
logists and anthropologists) will help provide reeded understanding
of the target group and, based on that understanding, provide assist-
ance in developing appropriate outreach mechanisms. A major function
of the social scientists will be to conduct the social soundness
analysis to be included in support of DDC subprojects to be financed
under the loan. This analysis will be in general accordance with
the guidelines provided in Annex I1I, Exhibit G, and will provide
useful guidance in the development of outreach mechanisms by: (1)
analyzing projected beneficiaries in social and cultural teams;
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(2) assuring that projects are directed at people who are in fact

poor; (3) identifying needs and priorities of the beneficiaries;

(4) tailoring the design to cultural system of the beneficiaries;

and (5) identifying social or cultural constraints which could in-
hibit successful implementation of the projects. During project imple-
mentation, the social scie tist will collaborate with other DIC staff
members to make mid-course adjustments in design as deemed necessary,
and will participate in subproject evaluations.

Finally, in an informal daily work setting the social
scientist will have the opportunity to sensitize colleagues con-
cerning the internal social system and culturally defined behavior
patterns of the beneficiaries. This, in turn, should give the tech-
nicians an increased uppreciation of their clients and enhance the
development of the outreach mechanisms of the DDCs.

d. Use of Local Intermediaries

Intermediaries in this context refer to rural school
teachers, health workers, clergyman and the like who either reside
permanently or spend cc¢ siderable amounts of time among target group
populations. In a sense, they are also "cultural brokers" in so far
as they know the local communities and have some understanding of
the larger socicty, Depending on rarticular circumstances, they have
obtained a fair amount of the ltarget group's confidence, and often
enjoy positions of status ia the community -- in some cases serving
as local leaders. To the extent possible every effort will be made
to capitalize on the rapport that such intermediaries have with
potential clicnts,

3. Community Participation

Obtaining community participation is an important factor in
the cstablishment of an outreach capability, and there are organiza-
tional mechanisms which can be used to mobilize community support.
As noted in the profile (Annex II, Exhibit E), an important element
of indigenous community is the Jilakata or sindicato leadership
systems. The office holders of thesc systems can serve as a res-
ponsible party on behalf of the community concerning contractual
arrangements with the DDCs for assistance. 1In addition, they can
function as a vehicle for organizing community participation (for
example, community labor to build or maintain subproject facilities)
and as the source of community opinion concerning interests and needs.

In mestizo settlements, the system of appointing ad hoe
committees to oversece community development projects appears viable
in most arcas. The DICs in Tarija and Chuquisaca have used this
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mechanism successfully on a variety of projects and the NCDS has
cmployed it for a variety of small-scale infrastructure activities.
These committces, the members of which are selected from among local
residents, are empowered to act as a responsible legal entity on
behalf of the community in dealings with assistance organizations.
Frequently included on these committees are the intermediaries (cler-
gymen, school teachers, rural health workers) described above.

It is important to note that in colonization areas, local
leadership structures are considerably weaker than those of more
established communities, These settlements are rew and are hetero-
geneous in so far as they are made up of people from many geographic
arcas of the country. Common bonds, as might be the case if all
migrants werc from one geographic region, tend to be lacking, and
the establishment of a sense of community and leadership mechanisms
are in incipient stages. As a result, extension or "outreach" ef-
forts on the part of the DDC will have to be more intensive than
will be the expected norm in established settlements.

Gaining the participation of the rural town poor poses a
paradox. Located in cities they are, at least physically, closer
to the national mains :ream. In addition, they arc more aware of
opportunities for assistance, although such awareness is not absolute
and must be considered only as a relative improvement over that of
their rural counterparts. Counterbalancing this hightened awareness
and physical proximity is a relative absence of community organiza-
tional mecharisms. Similar to colonization areas, the heterogenity
among the residents of rural town sluas and the fact that slum areas,
as a significant social category, are relatively recent phenomena in-
hibits the development of leadership or community interest organiza-
tions. The best possibilities for gaining cooperation of the bene-
ficiaries arc vested interest groups cuch as neighborhoods and church
and school organizations.

Lk, Relationship Between DDCs and Beneficiaries

To maximize the participation of the intended beneficiaries
in subproject design and implementation, it will be important to
develop a relationship of mutual trust and understanding between
the beneficiaries and the DICs,

In attempting to develop this type of a relationship, the
project will encourage frequent and sustained contact between DDC
technicians and the beneficiary populations. Each DDC will be



encouraged to formulate a work plan which directs field agents to
spend the maximum amount (three days per week during the critical
periods of subproject design and initial stages of implementation
would appear optimal) as is feasible in the field working with
client cammunities, In addition, the work plan will attempt to
limit the number of beneficiary groups (communities, coops, asso-
ciations, etc.) to a level which will permit frequent contact.
Although the level Jjudged to be reasonable will vary, depending
upon the type of target group and organization mechanism involved,
the emphasis will be one of more intensive contact with fewer
groups as opposed to limited contact with a larger number of
beneficiaries.

The social scientist on each DDC will consult with the
field “,echnicians on the best approach tc dealing with a particular
group lepending upon particular circumstarnces such as ethnicity,
social organization, and locational (rural/urban) setting. This
intensive contact approach will serve not only to facilitate a
sense of trust between the DDCs and the beneficiaries, but will
also assist the poor to participate in their own development.,
Working closely with technicians, the beneficiaries will have
the opportunity to make suggestions as to which types of pro-
Jjects are most important to them, contribute ideas to design,
and collaborate in solving implementation problems as they arise,

5. Time Horizon

Directly related to the matter of trust and confidence is
the time horizon of the beneficiaries. The poor, especially the
rural poor, are essentially "now" oriented. In comparison with
more cosmopolitan, higher socio-economic lcass groups, the time
horizon of the rural poor is limited -- often not surpassing the
length of a crop cycle. In addition, the campesinos have had
relatively little contact with the urban sector and are unfami-
liar with the workings of bureaucracies -- especially the time
lapse between initial contact and implementation of a project.
Such time lapses could raise levels of skepticism and damage such
confidence as has been established.
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To deal with this potential problem, the DDCs will be en-
couraged to initiate interim mini-projects, while the process of
design and approval for larger subprojects to be financed under the
proposed loan is taking place, The mini-projects would be related
to the expressed needs of the beneficiaries. Depending upon local
interests and circumstances these projects could span a wide range
of activities (e.g., construction of corrals, repairing a public
building) which do not necessarily coincide with the types of sub-
projects eligible for funding under the loan. These projects would
be low cost, probably under $ 5,000, and would not be financed by the
AID loan - rather they would be carried out with DDC funds.

The advantage of this strategy is two-fold. First, it pro-
vides the beneficiaries with concrete evidence of the DDC's intent
and ability to provide assistance - an important factor to reinforce
credibility and confidence., Second, since most of these mini-projects
will depend upon cammunity labor for implementation, it will facilitate
the direct participation of the beneficiaries in their own development
process.

6. Risk Management

Pertaining especially to agricultural production subprojects,
small farmer behavior when faced with risk could be a serious constraint
to the successful implementation of these subprojects. Living extremely
close to the margin of subsistence, the small farmer is reluctant to
leave-off production practices of which he knows the risk involved
for something that to him is an unknown, If nothing else traditional
farming practices have enabled the small farmer to survive under
difficult circumstances. Before altering the traditional system,
that is beforc adopting a new practice or crop, he must know the risk
involved and be reasonably certain that the probabilities for success
are in his favor, Measuring the risk results in slow adoption of new
technology.

Often such behavior is misinterpreted by developers. They
view reluctance to employ new techniques as irrational behavior founded
on ignorance, stubbornness, or limited mental capability. This attitude
is a reflection of the earlier discussion concerning cultural distance
between the beneficiaries and the delivery agents. Belonging to a
different social class (in many cases a different ethnic group), there
is a tendency for the developers to Judge the farmers' behavior by
their (the developers) own standards, They fail to recognize that
the farmer is in fact making rational decisions, but that he is doing
so within a social and economic context markedly different fram that
of the developer.,

This potential constraint will be dealt with in two ways.
First, the social scientist on each DDC will have the opportunity,
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in an informal daily working context, to sensitize his colleagues to
the social and economic influences which came to bear on small farmer
behavior. Sccond, with the aid of the social, economic, and environ-
mental feasibility guidelines provided under this proposed loan, the
DECs will be directed to design projects which fit as closely as
possible into the cultural system of the beneficiaries. For example,
efforts to introduce a cash crop among essentially subsistence farmers
will not attempt to induce farmers to substitute all of their sub-
sistence production for the cash product. The subsistence crops
represent the farmers cushion for survival and attempts to get him
to discontinue cultivating these items are likely to fail. Rather,
the approach will be to pose the innovation as an addition to the
current production system. By seeking more efficient use of space
(intercropping, partial use of subsistence plots, use of extremely
marginal land) the cash crop can be introduced without sacrificing
all of the land used for subsistence production, Such an approach

is consistent with small farmer risk management behavior.

The risk to the farmer is small - unused land or limited use of
subsistence crop land and perhaps a small investment for inputs -
and, because of the limitation of the risk the gain will in all
probability be small. Most importantly there is no severe risk to
the farmer's subsistence production.

7. Impact on Women

Among the Bolivian poor, women participate in econamic
activity and motters related tc social services {cnvironmental
sanitation, health) at lcast on an even footing with men, In the
hinterland, they are responsible not only for a share of the agri-
cultural and cottage industry endeavors required to custain the
household, but alco manage a rull complement ¢f Jdcmestic chores.

In indigrnous villages, it is not uncommon for women to work along-
side of men in the construction aspects of c¢olf-help projects. In
rural towns, they menage not only a houschold but also cammonly take
jobs (damestics, stiroet vendors) to supplement family income, In
both countryside and rural town sectors wamen are intimately involved
in household decision-making proceuscs concerning a priority ranking
of neceds and allocation of family resources.,

Because of their extensive participation in all phases of
family activity, women will receive those benefits which acerue to
the houschold as n unit. For instance, they will enjoy the increases
in income and reduction in physical farm labor brought about by the
penetration of modern technology. Further, they, as an integral
member of the family, will benefit from improvements generated by
social service projects.

8. Conclusions

The project as designed is socially sound. It will impact
prineipally on small farmers as well as lower class rural town
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dwellers in all nine Departments of Bolivia, Judged against a
variety of relevant indicators (per capita income, illiteracy and
level of education, and health status), the beneficiaries consist-
ently rank among the most disadvantaged people in the country.
Further, channeling resources, both economic and technical, through
the DDCs as the project proposes to do, is responding to a GOB
initiative to broaden avenues of assistance to the poor, especially
the rural poor of the country. :

The project is geared to enhance the economic situation of
the small farmer through production increases and employment genera-
tion activities. In addition, it will generate other benefits,
such as potable water and electricity which will improve the general
quality of life of both rural and town poor,

Finally, the project has considered petential socio-cultural
constraints (cultural distance between beneficiaries and implementing
agency, community participation, target group relationship to DICs,
target group perception of time horizons, and small farmer risk
management behavior) to successful implementation. Strategies have
been devised and included in the Project design to address these
potential inhibiting factors and minimize any adverse effect they
may have on successfully carrying out the project.
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D. Institutional Analysis

1. General Summary

A Departmental Development Corporation has been established
in each of the nine departments of Bolivia., Most of these corpora=-
tions were formed within the past ten to twelve Yyears although the
predecessor to the corporation in Santa Cruz was established about
thirty years ago. The original purpose of the corporations was to
serve as public works committees and pramote the development of
urban areas in the department, Ties to the central government were
through the Ministry of Housing and Urban Affairs,

Over the past several years, however, the once restricted
focus of the DDCs' work has broadened to the point where the economic
and social development of the entire department is now within their
charter, An important role in the expansion of the DDCs' role in
promoting departmental development was the creation, in 1974, of a
new planning system centered around the MPC and CONEFPLAN. The DDCs
were incorporated into this system and now provide the MPC with
program analyses, plans and projects for use in the preparation of
the Annual Operating Plan,

Organizationally, each of the DDCs has a Board of Directors
which is responsible for final policy decisions and each year's
operating plan prior to submission to the MPC, The DDC president is
a member of the Board and is responsible for the operations of the
corporation. While differing slightly, each DDC has a professional
staff responsible for the preparation of plans and for project design
and implementation. The professional staffs consist of individuals
with vocational training (e.g., accountants) as well as those with
university degrees (e.g., economists, engineers), Of the latter
group, several have received graduate-level training, Most of the
professional staffs are natives of the department in which they
work, There is little desire to move to the capital city of La Paz,
with the result beipg well qualified technical staffs in all of the
corporations.

Table 2 summarizes the sources of financing for each of the
DDCs, For most of the corporations, royalties from petroleum provide
most of the financing (shown as national transfers in the Table),
In Pando, almost all resources come fram a 1 Per cent tax on imports
to the department. For the Berni and Cochabamba, the majority of
their funds come directly from transfers from the national treasury
as they have little or no natural resources from which to receive
royalties. The departmental resources come primarily from a Percentage



TABLE 2
1978 DDC BUDGETS, BY SOURCE 1/

($v 000)
BUDGET SOURCE
Depart- National
Total Operating Investment Nationsl mental National Transfer Other Foreign Foreign
Budget Budget Budget Treasury Resources Credit 2/ National Credit Donor
CORDECE 124,524 28,281 96,243 - 15,420 36,597 39,334 14,078 19,094
(22.7%) (77.3%) ‘ (12.4%) (29.4%) (31.6%) (11.3%) (15.3%)
CORDEPAZ 159,672 59,137 100,535 - 43,500 16,000 L4,315 35,857 9,000 12,000
(36.8%) (63.2%) (27.1%)  (10.0%) (27.6%) (22.8%) ( 5.6%) ( 7.5%)
CORDECO 106,940 21,260 85,681 62,300 13,330 5,000 11,632 9,087 - 5,590
: (19.9%)  (80.1%)  (58.3%) (12.5%) ( L.7%)  (10.9%)  ( 8.5%) ( 5.2%)
CORDEOR 159,881 86,402 73,480 - 38,890 - 83,652 37,339 - -
(5k4.0%) (L6.0%) (24.3%) (52.3%)  (23.4%)
CORDECRUZ 1,088,104 306,286 781,818 - 30,079 - 577,686 11,368 468,970 -
(28.1%)  (71.9%) ( 2.8%) (53.1%)  ( 1.0%)  (43.1%) -
CODETAR 103,991 16,236 87,755 - 12,325 35,490 16,302 1,87; 30,000 8,000
(15.6%) (8L..4% (11.9%)  (34.1%) (15.7%) ( 1.6%) (28.8%)  ( 7.7%)
CODEBENI 80,232 21,104 59,128 70,670 520 3,600 961 480 - -
(26.:2%) (73.7%) (92.7%)  ( 0.7%)  ( L.7%) ( 1.3%) ( 0.6%)
CORDENO 69,021 18,189 50,832 - €9,022 3,082 - 3,179 - ~ -
(26.4%)  (73.6%) (91.7%)  ( L.1%) ( 4.2%)
CORDEPO 222,502 103,6L5 128,858 - 1,200 - 156,501 73,074 - 1,728
(4L ,6%) (55,4%) (0,5%) {67.3%) (31,4%) ( 0. 7%)

TOTAL 2,12L,867 660,540 1,464,390 132,970 224,286 63,172 927,646 211,591 522,048 L6,412
(21.19) (68.9%) ( €.2%) (10.5%) ( 3.0%) (43.6%) ( 9.5%) (24.5%)  ( 2.2%)

l/ From 1578 GOB Budget. Scme figures may not add correctly due to errcrs in rounding.
g/ Gererally from petroleum or mineral rcyalties.
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of the sales tax 17 commodities and, beginning in 1978, with a spe-
cial tax on beer.=/ Other national sources come primarily from INALPRE
the pre-investment agency. The corporations have the authority to
contract for external debt although the central government has the
authority of final approval. As can be seen, Santa Cruz has made
extensive use of this authority. In some cases the international
donors provide financing directly to the DDCs, The DDCs also will
of'ten request additional funding in the form of direct transfers
from the national treasury. At the national level, these funds
usually are budgeted but often fall victim to cuts in the total GOB
budget.

b

Funds coming fraom petroleum and mineral royalties are, in
theory tn be deposited directly in the accounts of the DDCs at the
Central Bank. At present, however, the Ministry of Finance still
controls all the funds and makes disbursements to the accounts.
While the disbursements are scheduled to be quarterly, they tend
to be three to six months in arrears.

The Ministry of Finance maintains overall control over the
DDC's resources by requiring that vouchers be presented to liquidate
all outstanding funds. The DDCs do, however, have the authority to
carry unspent funds over to the next fiscal year,

2. Summary Analysis

A detailed institutional analysis of each corporation was
undertaken in May and June 1979, All corpqrations were visited with
the exception of Pando in which case representatives were interviewed
in La Paz. This section presents a summary of the analysis; Annex
II, Exhibit A, contains more detail on each of the corporations as
well as the methodology employed in the analysis.

a. Methodology

The methodology for assessing the institutional strengths
and weaknesses of the corporations included the following components:

- Type of projects currently being implemented

- Staffing current and planned

- Organizational structure, including how the corpora-
tions relate to campesinos and other groups

- Technical capability to staff and implement projects,
including DDCs' ability to work with campesinos

;/ In June 1979, the GOB approved a new 1 per cent tax on luxury goods,
the proceeds from which will go to the DDCs in Cochabamba and Beni.



- 60 -

- Internal and external image
- Internal and external morale

The latter two were included to find out what corporations
believe and think about themselves and what others -- especially
campesinos ~- think about them.

b. Conclusions

In the summary of conclusions which follows, two terms
(and topic headings) which may need explanation are "doctrine" and
"program."” Doctrine refers to an organization's long-~term objec~
tives and the principles it believes in., Program refers to the
means for reaching long-term objectives,

1) Leadership

a) Strengths

Perhaps the corporations' greatest asset is
young, highly trained men from the regions, already in high

positions, Many are overseas trained. They are ambitious. It
appears that in general they want to make things happen or move
on. They have no desire just to fill slots and no problems find-
ing good jobs elsewherec.
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b) Weaknesses

i) In some instances, loss of a corporation pre-
sident following the next election will be a serious loss, and in other
instances it will not be a serious loss., In the former category are
Oruro, Sucre, Tarija, Cobija, Cochabamba, and Trinidad,

ii) In weaker corporations (Cochabamba, Beni,
Pando), the President runs a one-man operation, and has no executive
director. Therefore, he must look out for corporation survival and
effectiveness.

iii) In general, Boards of Directors are ineffective.
They participate actively in decisions at neither the policy or tech-
nical levels,

2) Doctrine

The doctrines of all nine corporations contain the
following two dimensions:

- Urban vs. Rural;
- Infrastructure vs. Production,

An economical way to present all the corporations'
doctrines at once, and compare them is on a table where the urban -
rural dimension is the ordinate, and the infrastructure - production
dimension is the abscissa,

Rural Oruro) rural La Paz) rural
. infrastructure .) economic
and econamic Sucre ) development
development
Beni ) urban and Cochabamba) general de- Potos{) balanced
.) rural infra- . velopment Tarija).urban/rural
Pando) structure Santa  economic

Cruz) development

Urban Infrastructure Production
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Given that the focus of this loan to the corporations
is rural production, then the doctrines rank themselves as follows
(rank is determined by distance fram the upper-right-hand, rural/
production corner):

- La Paz, Sucre;

- Potosi, Tarija, Santa Cruz, Oruro;
- Cochabambaj;

- Beni, Pando.

Almost all corporations see their true role as rural,
and almost all would like to leave infrastructure behind or to socme-
one else,

3) Program: Strengths and Weaknesses

The corporations' program emphasis is summarized in
the table on the following page.

The per cent of budget invested in rural projects is
represented by the ordinate (and computed by dividing the budget for
rural projects by the corporations' total investment budget), and
the per cent of budget invested in production projects is represented
by the abscissa (and computed by dividing the budget for production
projects by the corporations' total investment budget).

There are two ways to look at program strength:

- From AID's point of view,
- From the corporations' point of view,

(This discussion refers to the composition and emphasis of
the programs, not the quality or effectiveness of the individual projects.)

To calculate program strength from AID's point of view
(as with the doctrines), the distance from the upper-right-hand corner
to each of the coordinant points is measured,

From AID's point of view, corporations' programs rank
from strongest to weakest as follows:

La Paz
Sucre
Tarija
Santa Cruz
Potosi
Cochabamba
Oruro
Beni
Pando

oo W H

\O
.
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To calculate program strengths from the corporations!
point of view, the doctrine and program charts are superimposed, and
the distance between the two coordinant points for each ccrporation
is measured. A strong program is one that coincides with doctrine,
and a weak program is one that differs from it.

From the corporations' point of view, program strengths
rank as follows:

- Beni

- Tarija, Pando
- Cochabamba

-~ Santa Cruz

- La Paz
- Sucre
- Potosi
- Oruro

Corporations' high on the list have doctrine/program
coincidence, and those low on the list do not.

4) Internal Structure

a) Project choice, especially with regard to pros-
pective AID-supported projects, is informal. Most commonly project
ideas come from "técnicos," the populace, or the directorate.

b) Management Styles and Policies
i) Santa Cruz
- Project management teams include a planner,
an implementer and an administrator who follow the project from

beginning to end.

- CORDECRUZ will put up no more than 10 per
cent of the lLotal for any industrial project.

ii) Oruro
- CORDEOR believes in mixed enterprise,

which means start out with 51 per cent, and then sell out when the
enterprise is on its feet.

- CORDECR tends to contract implementation
rather than implement themselves.
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111) Potosi

CORDEPO is at the point where most non-
infrastructure activity is feasibility studies. They would like to
contract some studies to speed things up.

iv) Tarija
CODETAR thinks of itself as being a strong,

aglle implementer. They are proud of being able to spend and move
resources.

v) Sucre

CORDECH believes in - specialized, high-
investment, high infrastructure strategy of transferring technology

to campesinos.

vi) La Paz and Tarija have divided up their
departments into ecological units rfor planning purposes (three for
La Paz, five for Tarija).

5) Linkages

a) Outreach to Campesinos

i) A1 corporations at least give lip service to
the importance of direct contact with campesinos, and campesino par-
ticipation in project planning and implementation.

ii) Experience at involving campesinos, and
resources devoted to involving campesinos vary greatly.

Strong: La Paz, Sucre
Medium: Tarija, Santa Cruz
Weak : Orurn, Potosi{, Beni, Pando, Cochabamba

iii) There seem to be two approaches to outreacn,
One is to set up your own cadre of extensionists (La Paz and Sucre;
Potosi is just beginning), and the other is to use extension agents
of the Ministry of Agriculture and community development programs, etc,

b) Linkages to Other Organizations

i) The corporations tend to have more relationships
with international organizations than with GOB Ministries (with the
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exception, of course, of the Ministry of Planning). Corporations
commonly receive funds and technical assistance from Care, UNICEF,
IDB, etc., but they do not commonly engage in cooperative ventures
w1th the Ministry of Agriculture. Santa Cruz seems to be an excep-
tion to the above generalization.

11) Corporations often use other organizations
to do feasibility studies, or project implementation. For example,
Beni contracts all feasibility studies and Oruro contracts almost
all implementation.

6) Resources

a) Strengths

i) Regional corporations have been successful
in obtainlng resources from organizations other than the Bolivian
Government.

Sucre : UNICEF, CARE, IDB

Fotosi: UNICEF

Cruro : IDB, World Bank

Tarija: USAID, CARE, UNICEF, World Bank

Beni : Bank of Brazil, INTERMACO, ALDE
Santa Eximbank,

Cruz: IDB, City Corp., Bank of America
Cocha~

bamba : ALDE

ii) 1In spite of GOB's current dire fis~al straits,
corporations who do not get significant royalties (Cochabamba, Beni)
have received substantial budget increases recently. They have
campeted successfully for government support.

b) Weaknesses

i) Mineral and oil royalties, which support all
but three of the corporations, are by their very nature a diminishing
source of revenue. Replacing that revenue in the future is perhaps
not as big a problem &3 side effects of replacing the revenue. Two
ways to replace the revenue arz increased support from outside donors
and implementation of revenue generating activities,

Outside donors will inevitably eat into the
corporziions' autoromi and agility, and there is a limit to .1e debt
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a corporation can carr- (Santa Cruz is approaching that 1limit),
Revenue generating ac rities will direct attention away from the
rural poor.,

ii) For many of the corporations, obtaining
royalties obligated by law is a major preoccupation, Oruro, Cocha-
bamba and Beni indicated that they have encountered serious diffi-
culties in getting the GOB to meet budget obligations. To a lesser
extent, La Paz and Pando also experience difficulties. Potos{,
Sucre, Tarija and Santa Cruz did not indicate noticeable problems
with receipt of royalties.

Even when budget obligations are met, an
additional problem is that resources often arrive out of phase with
operating plans. Although the fiscal year starts in January along
with the need for funds to begin project activities, funds often do
not arrive until June.

iii) There is a preponderance of economists and
engineers on the DDC staffs. In several instances staff composition
corresponds to old infrastructure doctrine, and not to new, agricul-
ture and rural doctrines. An exception is La Paz, which has never
had a public works doctrine. They have 12 agronomists and 4 socio-
logists. Also, Sucre has nine agronomists,

7) Internal/External Image-Weaknesses

a) For Oruro, Tarija and Pbtosi, campesinos expect
and request assistance in infrastructure development from the DDCs.
Their doctrine, however, is oriented more toward agriculture and/or
agroindustry. Nonetheless, because of already established precedents,
the DDCs believe that campesinos who do not receive what they expect
can become a source of unwanted trouble.

b) In several places, the urban populace feels the
corporations' job is urban projects (Pando, Beni, Cochabamba).

c) In some places, in particular Beni, the rural
people do not expect anything, but the doctrine is to provide them
with infrastructure.

3. Summary Description of the DDCs

The following summary descriptions are taken from the detail
which is presented in Annex II, Exhibit A,



a. CORDENO - Pando

CORDENO's progrem aims at linking this isolated department
with the rest of the country by land as well as developing its basic
services. Investment funds are split roughly half and half between
urban and rural projects while agriculture projects account for 12
per cent of the funding and industry 8 per cent. The rest of the
investment budget goes toward urban and rural soclal infrastructure
such as inter and intra departmental roads, schools, health posts,
electricity, water, public buildings, sewage and telephone service,

Unlike any other corporation, CORDENO is not only a regional
planner and implementer but also a regional services agency as it
supplies electricity, water, sewage and telephone service,

The corporation's staff numbers 120 employees of
whom 7 are professionals and 36 technical staff. The corporation
wants to slow further staff growth (it has doubled in last two
years ); additional agricultural and industrial staff are needed.
Corporation staff are able to design and successfully implement
social infrastructure type projects but have had little experience
on training with agricultural and industrial projects. Because of
the department's difficult living conditions, the corporation has
trouble attracting qualified professional people,

CORDENO recently has begun to get involved with campesino
groups under its agricultural extension pilov project, but, because
of its former focus on urban infrastructure, it has had little
experience in this area. In the near future, CORDENO plans to
develop its expertise with the help of the Community Development
Service.

CORDENO' s budget is relatively secure although it does not
approach the amount the corporation calculates it could effectively
invest annually.

b. CORDEBENI - Beni

CORDEBENI's 1979 program continues to be dominated by
urban/social infrastructure as the corporation slowly moves into new
areas of development such as the agricultural and industrial sectors.
The 1979 social infrastructure program (78 per cent of total invest-
ment budget) includes rural and urban electrification (25 per cent),
urban potable water and sewage (46 per cent), and caminos vecinales
(7 per cent), Agricultural and industrial projects - primarily
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agricultural and industrial feasibility studies and an experimental
agriculture research station - represent 15 per cent and 7 per cent
of the budget respectively.

CORDEBENI's staff numbers 255, a figure swollen by the
addition of 79 people fram three separate projects with which the
corporation is involved. Thirty-two of the staff are university
graduates, This staff is very capable of design and implementing
social infrastructure/engineering type programs, but is inexperienced
in the design or implementatio:n of agricultural or industrial programs.
The corporation needs additional Personnel in these fields but hiring
is constrained by budget limitations and unaveilability of qualified
personnel.

CORDEBENI has no organized outreach system for permanent
contact with campesinos., It does, however, fecl strongly that this
is the major constraint (i.e., motivation and organization of campe-
sinos) affecting its programs in the rural areas and it is anxious
to develop an effective approach.

CORDEBENI is the corporation most financially dependent
on the Central Govermment for its funds., This fact colors all the
corporation's activities, self-image and morale.

¢. CORDECRUZ -~ Santa Cruz

CORDECRUZ's 1979 budget illustrates their movement away
from public works services of previous years toward the productive
sectors especially industry and agriculture. They will spend 62 per
cent of their investment budget on thirteen projects in the industrial
sector. Three large projects (cement Plant, cotton plan and industrial
park) will use up 90 per cent of these funds. In agriculture, they
plan to spend 9 per cent of the budget for sixteen projects including
analysis of agricultural potential, analysis of irrigation botential,
an integrated rural development Project and a study on the agricultural
impact of a new highway., Of the total budget, 54 per cent will have
greatest impact on urban areas, 26 per cent on rural areas, and the
remaining 20 per cent will impact equally on both,

Their staff is 545 employees ~- up 10 per cent over tne
past two years. They hope to stay at or below this level for the next
few years. The staff includes 145 university trained professionals
and 12 high-level technicians. CORDECRUZ's staff is highly professional
and has the capability to design and implement all the projects cur-
rently included in their program, They have moved beyond the pilot
Program stage in the agricultural sector and are trying to implement
long~term integrated sub-region development projects.
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CORDECRUZ hes had experience in working with cempesino
groups through cooperatives and committees, but they feel that their
performance in this area can be improved and recently have been seek-
ing technical assistance in this area.

CORDECRUZ is the most financially secure corporation,
Its budget accounts for approximately 50 per cent of the total emount
of all the corporations' budgets. In addition to petroleum royalties,
CORDECRUZ also has a large loan portfolio with international lenders.

d., CORDECO - Cochabamba

CORDECO's current program -- an ambitious series of pro-
grams and projects covering a broad spectun of developmental activities w-
will benefit fram the problem identificaticn and solution development
approach to regional and internal Planning now being initiated with
the assistance of & West German technilcal assistance team, This year's
project list includes a larg  industrial park, capital city bus ter-
minal and grape production projects., Programs include caminos veci-
nales, three agro-industrial production projects, integrated rural
development, flood control, provincial public works, potable water,
reforestation and equipment maintenance., 1In addition, the corpora-
tion is attempting to get funding for design work on a 13-year $ 250
million hydroelectric and irrigation project. In the past few years,
CORDECO has spent from 10-15 per cent of its investment budget on
agro-industrial, integrated rural development and reforestation
programs, and another 10-15 per cent on rural soc‘al infrastructure
such as caminos vecinales, The industrial park, bus terminal and flood
control use up the bulk of CORDECO's investment funds.

CCRDECO's current staff is 210, of whom 34 are university
trained professionals; 120 of these are concentrated in the corpora-
tion's program and project department. CORDECO's staff has increased
five-fold since 1976 and the corporation is attempting to curtail
further growth,

As evidenced by the above discussed brogram, CORDECO!sg
staff has had experience ia designing and implementing a wide-range
of projects. In the agro-industry and integrated rural development
areas they feel that they are still developing their capability to
design and implement viable projects.

CORD™™" has limited direct outreach capability to campesinos --
currently only its integrated rural development program includes an
outreach component, Otherwise, it depends on indirect contact with
campesinos through elected community representatives in the political
system.
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The corporation habitually has difficulties obtaining its
approved budget (65-T0 per cent of corporation's funds come from the
Tesoro Nacional) and this reduces its ability to program with certainty
and timeliness.

e, CORDEOR - Oruro

CORDEOR is attempting to shift its focus of activity out
of urban arees to the campo in order to stem rural to urban migration,
The 1979 program is just beginning to reflect this approach in its
new projects; the bulk of CORDEOR's investment funds are still tied
up in the continuation of old infrastructure projects. The corporation
is committed to their completion, but 1ts newly approved projects show
a shift to rural areas. Specifically, the 1979 Investment program
shows that urban a.d semi-urban infrastructure (mainly old projects)
is 64 per cent of budget, rural infrastructure another 6 per cer%,
while agriculture, industry and mining are nine, twelve and nine per
cent respectively.

CORDECR has a staff of 127, many of wham are new following
a major staff turnover in 1978 as part of total reorganization of the
corpeoration,

CORDEOR's staff has little experience in designing or
implementing agricultural projects. To date, their agriculture
program has consisted of an agricultural research station. They
are however capable in the area of infrastructure design and imple-
mentation., '

CORDEOR's outreach is weak with no permanent contact
maintained with campesinos and no staff experience in this area.

The corporation's investment program has been adversely
effected by substantial delays in receipt of assigned funds both
from mining royalties and the central government. Delays of six
months to a year are common, and have a disruptive impact on imple-
mentation of projects,

f. CORDEPAZ - La Paz

CORDEPAZ's stated focus is the rural poor, although they
also meke substantial investment in large agrc-industry. For planning
purposes, they have divided their department into the following
regions:
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= The northern Jungle where they try t¢ attract settlers
by providing basic Infrastructure;

= The andean valleys where they pramote the production
of frults and vegetables for popuwlation centers; and

~ The Altiplano where they provide agricultural credit
and technlcal asslstance to campesino farmers.

In 1978, CORDEPAZ's investment budget was divided among
the following types of projects: agro-industry (46 per cent), agri-
culture (28 per cent), rural infrastructure (21 per cent), and other
(4 per cent).

The corporation's staff of 137 has 30 professionals
including 12 agroncmists, and 4 soclologists., CORDEPAZ's staffing has
been relatively constant over the past few years.

CORDEF- appears to have relatively strong design and
implementation capibilities in agriculture. Outreach to campesino
appears to be a strong point in that their staff includes fifteen
full-time extensionists,

CORDEPAZ has been subject to delays in receipt of funds,
As with other DDCs which experience the same difficulties, this has
a negatlive impact on timely planning and implementation,

g. CORDEPO - Potosi

CORDEPQ's leadership seeks to industrialize and commercialize
mining and agriculture in the department. They believe that agro-
industry develorment must await progress in agriculture. Their current
program includes agricultural development (13.5 per cent), industry/
tourism (20 ver cent), mining (3 per cent), rural infrastructure
(25 per cent), urban infrastructure (34 per cent), and other activi-
ties (2 per cent).

With a staff of 200 (of wham roughly 50 work in the plan-
ning department =:.d the remainder in imvlementation and related
services), CORDEPC's project experience has been focused on urban
&nd rural infrastructure, They are technically capable of doing
engineering desig. and implementation work related to these areas.
They have less experience in the agricultural field., Staff level
is expected to remain fairly constant in the future.
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Outreach activities have been limited to date; the excep-
tion being a one-year old agriculture, mechanization project which
employs ebout 15 Quechus speakers as promotors. This project is the
first of its kind for the corporation.

Potos{ has the second largest budget of the development
corporations and unlike most others is not plagued by deleys in
recelving funds.

h, CORDECH - Chuguisace

CORDECH has a strong rural focus to its program and it
encourages cammunity participation. The aim of the program is improv-
ing the regicn's participation in the national econamy. The corpora-
tion currently spends Ll per cent of i*s investment budget in agri-
culture -- half cf which is for the 1argest vig production project
in Polivia. Light per cent of their budgetl will be spent in the
rurel areas, In addition to agriculture, they spent 9 per cent on
health ané education, 7 per cent on rural infrastructure, 17 per
cent on agroindustry, and 20 per cent on urban projects.

CORDECH's staff of 144 has 53 professionals dominated by
economists, engineers and agronamists. This staff is experienced in
the design and implcumentation not only of infrastructure projects but
also agricultural projects.

The corporation is experienced in working directly with
groups of campesinos on outreach type projects. & total of twenty-
five extensionists work for the corporation on its agriculture pro-
jects.,

i, CODETAK - Tarija

CODETAR's program aims at balanced urban/rural social-
economic development to stop out migration and foster the development
the five regions that have been identified in the department. 1979
investment funds are split into agriculture (31 per cent), industry,
including agro-industry (36 per cent), rural infrastructure (15 per
cert), natural resources (12 per cent), and other activities (5 per
cent).

The corporation's staff number 161 with 40 professionals,
chiefly engineers and cconomists. Staff level has been fairly static
over the past few years, CODETAR's staff is experienced in the design
and implementaticn of industrial and infrastructure projects.
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CODETAR expends moderate resources on contact with campe-
sinos ~ 30 CODETAR employees are classified as extension agents.
Most of these work in the corporation's fruit project, Campesinos
in Tarija often visit the corporation to request specific types of
assigtance.

CODETAR generally does not have difficulties in recelving
funds from its allocated budget. Petroleur royelties provide the
majority of its financing.
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PART IV. FINANCIAL AND PROJECT IMPLEMENTATION PLANS

A. Financial Anelysis and Plan

The estimated cost of activities to be financed by the project is
$13.5 million. AID will provide $10.0 million in loan funds. The OB,
through the MPC, will be the Borrower and will pass the loan funds on
to the DDCs on a grant basis. The loan will be repaid from general
government revenues.

Projet funds will be disbursed over the five yesr life of the'PToject.

The GOB contribution of $3.5 million will come through the partici-
pating DDCs and will include revenues from Title III generations. Counter-
part funds wlll finance subproject feasibility studies and a per.entage
of total subproject cost. In some ceses, comm.::ities will provi:de in-
kind support (labor, land, local materials, etc.) to subprojects. The
total value of this support will depend on the final mix of subprojects
implemented .ud is difficult to estimate.

1. Impact on DDC Pudgets

Of the nine development corporations, only Beni and Cochabamba
are dependent on transfers frc:. the central sovernment for their
financia! support. The other corporations. primarily through royalties
on petroleum and mining production, have sources of finnncing independent
of the central government. As a resull, the current financial troubles
at the national level (and the corresponding raductions in public sector
spending in an effort to deal with the difficulties) are not expected to
have a serious impact on thc DDCs. Their budget levels will remain at
sufficiently high levc's such that their required contribution to subproject
will not place unmanageable financinl requirements on them. In the cases
of Beni and Cochabumba, a newly i:stituted tax on luxury goods will
provide a financial base for those DDCs and educe their dependence
on the central govermment,

Assuming the allocation of funds previously showrn in Tzble 1 and
that the funds will be disbursed equally over the five-year Project life,
the following table shows that the counterpart requirements of the DDCs
will represent only 1 per cent to 1.6 per cent of their current investment
budgets.
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Table 3
Impact on DDC Budgets
($ 000)
Annual o
1978 Allocation Counterpart Percentage
Corporation Investment of Loan Requirement of Investment
Budget Funds (25%) Budget
CORDECH 4,812 255 68 1.4%
CORDEPAZ 5,082 255 68 1.1%
CORDECO 4, 284 255 68 1.6%
CORDECR 3,674 198 50 1.4%
CODETAR 4,388 255 68 ‘ 1.6%
CORDEBENI 2, 756 162 Lo 1.5%
CORDENC 2,855 162 Lo 1.5%
CORDEPO 6, 443 198 50 . 0.8%
CORDECRUZ 39, 091 200 50 0.1%

Recurring costs, primarily in the form of future maintenance
costs, will be borne by the benefitting communities through user
charges. It is not expected that there will be an impact on the
budget requirements of the DDCs. Final subproject designs will
examine this question of recurring costs from the perspective of both
the communities and the DDCs to assess its impact and whether it is
too high.

2. Summary Financiel Plan

The following table presents the total cost of the Project
and the proposed sour:es of financing:

Source

($0005
AID GOB Total
Subprojects 9,700 3,450 13,150 .
Technical Assistance 300 50 350

TOTAL 10,000 3, 500 13,500
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The breskdown between U,S. dollar and local currency costs is
presented in the following table:

Source
($ Millions)

AID Loan GOB Total
FX Ic LC X IC
Subprojects 2.3 7.4 3.45 2.3 10.85
Technical Assistance T .05 . .05
TOTAL 2.6 7.4 3.5 2.6 10.90

Foreign currency costs under the project are expected to
purchase materials for subprojects not available locally. These
purchases will include plastic pipe and pumps for water systems,
generators for small scale electrification, farm machinery for the
land improvement subprojects, and equipment for agroindustries,

3. Disbursement Schedule

Tt is expected that the $9.7million to finance subprojects
will be disbursed in equal increments over a five-year period. The
majority of loan funds providing short-term technical asasistance will
be disbursed during the first years of the Project. Funds for special
evaluations will be disbursed over the life of the Project.

4. Disbursement Procedures

a. Dollar Disbursement

For dollar-financed procurement of commodities, normal
letter of commitment/letter of credit procedures will be utilized.
For the foreign exchange component of technical assistance contracts,
direct dollar checks will be issued by the Mission‘s Office of the
Controller based upon submission of a request for payment including
appropriate documentation by the GOB.

b. Local Currency Disbursements

The majority of expenditures under the project will be
in local currency. In view of the number of subprojects, diversity
of expenditures, and AID's role in procurement monitoring, a dis-
bursement system based upon a revolving fund will be utilized. Advances
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made under the revolving fund will follow the principles of good
finencial management. This system will minimize direct AID in-
volvement in the day-to-day financial management of the project
thereby facilitating project implementation,

The following system will be utilized:

1) The annual operating plan of esch DDC will contain a
quarterly disbursement schedule for each subproject (new and on-going)
to be financed under the AID loan.

2) Following approval of the operating plan by the GOB
and specific MPC and AID approval of new subprojects as necessary,
the MPC will submit to AID a request for disbursement by DDC equal
to the total estimated amount required for the first quarter of the
year.

3) AID will disburse a one gquarter advance directly into
the Central Bank account of each DDC. An accounting system will be
established so that the funds can be deposited against the specific
subprojects which have been approved, time assuring that funds are
used only for theapproved subprojects,

L) At the end of the first quarter, the DDCs will submit
through the MPC a request for an advance for secnd quarter expendi-
tures. The request will contuin a summary financial statement
covering the status of subprojects as well as the use of funds during
the quarter. The statement will revise the disbursement schedule as
hecessary based on progress with respect to implementation.

5) The MBC will forward the requests for disbursement
and include a certification that all AID funds have been used in
conformity with the requirements of the AID loan,

6) AD will disburse funds for the second quarter to
the various DDC accounts based on the MPC request,

7) Steps L) through 6) will be repeated in the third and
fourth quarters, at which tine all funds approved for the year will
have been disbursed,

8) At the end of the fourth quarter, the DDCs will sub-
mit internally audited financial statements accounting for the total
annual advance. The MPC will forward these statements to AID
together with its certification that all expended funds were used in
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conformity with project requirements. Unused funds will be carried
over into the following year and will be included in the projected
disbursement schedule for the following year. Funds not fully
utilized for completed subprojects would be eligible for transfer
to other aspproved subprojects.,

9) Twice each year, at the end of the second and fourth
quarters more detailed reports will be submitted which discuss
physical progress on the subprojects being implemented. This detailed
report will be submitted concurrently with the summary financial
statements,

To assure that AID loan funds are utilized in conformity
with the requirements of the project, a project monitoring unit will
be created within MPC, This unit will be charged with the review of
disbursement requests and the periodic audit of DDC procedures to
verify that they are in compliance with established procurement
procedures and that funds are used in conformity with the approved
subproject. In addition, the Mission also will carry out periodic
audits of DDCs and site visits to subprojects.

B. Implementation Plan

1. Subproject Review and Approval Process

e cystem to review and approve subprojects under the AID
loan will parallel that currently used to approve the development
corporation's annual operating plans and investment budgets. The
following section briefly outline the current process. Adjvustments
in that system to accomodate the requirements of the proposed project
are discussed subsequently.

a. DDC Budget Cycle

Under the current system, each DDC prepares an annual
budget request (referred to as an operational plan) and submits the
plan to the MPC. The plan outlines the development strategy of the
DDC, summarizes on-going and proposed investment projects and feasi-
bility studies for future projects, and includes the administrative
budget. The plans for all DDCs are submitted to the MPC in October
for the following fiscal year (the GOB fiscal year is Janusry -
December).
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In addition to the budget document all new large invest-
ment projects prepared in the budget must be supported by a detailed
feasibility study. Smaller new rrojects do not require a full
feasibility study, but do require a final design which will vary in
detail depending on the site of the project. Feasibility studies and
final designs are reviewed for technical acceptability by the De-
partment of Projects of MPC,

It is the responsibility of the Department cf Projects to
review and approve each feasibility study and final design submitted
by the DDCs, If either is not acceptable, it ls returned to the
particular DDC for revision. Although the submission of new projects
to the MPC cccurs througnt the ficcal year, by the time the Operation.
al Plan is reviewed, only those investment prcjects with approved
feasibility studies or final decifme will be eligible for approval by
the MPC,

The firct step in the roviey of the “perational Tlans is
a technical review involvirnp the Derartments of Regional Flanning
and Projects of the MPC, amdrepreccentatives of aprropriate sectoral
ministries., The I'lan ic reviewed fTor consictency with the National
Development Flan, relation:hir of th. propeced invectments to those
of the various DIC: and sector minictries to zvoid duyliicaticn, and
the technicel quality of investment proposals, A= a result of this
review, proposed investment projects may be ctruck from the plan if
they conflict with GOB policy or overlar other =zctivities in other
Departments,

Following *the techrical review, = cecernd reduction in
the Operational Plan is made by the Department of Regicnal Planning
to adjust the plan of each IDC to the tudget "mark” issued by the
Ministry of Finance. The mark from the Miristry of Finance esta-
blishes the maximum amourt crrected o be availsble from all SOUrces
(includine the Lational Tresrury : toe firancc the budiets of the DDCe.
Those DDCs which are most dererdent on the Jationa! Trescury ar &

source of fund: {i.c., Beri and Cochabamba’ are nore vulnerable to
thie type of bud;ct reduciicn *“h+u. “ho~e with sutstantisl recources
from automatic trancfer mechunior such as minerst royazlties and

sales taxes.

The Department of Regional Tlanning ther reviews the
final plan with each DDC at which time the corporation has the
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opportunity to request changes. Following this final review, all
the plans are integrated into the National Operational Plan whici:
is officially put into effect by a presidential Decree.

It should be noted that investment Projects are financed
on an incremental basis. Only those funds necessary to continue g
project during a particular fiscal year are approved in the Annual
Operational Plan,

b. Subproject Approval Under the Loan

Severzl adjustments in the current DDC investment project
review and approval process are necessary to respond to the require-
ments of the AD loan. These changes should facilitate rather than
encumber the approvesl process.

As most of the cubproiccts to be financed by the loan
will be small, a detailed Teacibility study will not be required
because the costs associated with completing a feasibility study
cannot be justified given the low cost of the subprojects. For
these small subprojects, the current system of preparing a final
design will be utilized. Although less detailed than a feasibility
study, they will present sufficient informatior regarding each sub-
project to determine whether loan funds should be used for its imple-
mentation.

Prior to underteking the final design for a subproject,
a preliminary cubproject concept document (PSCD) will be prepared
by the development corporstion and submitted to the MPC and AID fer
review, In general terms, the FSCL will briefly describe the sub-
project providing information regarding its prorcsed design, its
relationship to the develorment of an outreach cspability within the
corporation, exrected impact on the target grour, propoced implementa~
tion schedule, and the estimatud coct. The FSCT will also review the
environmental conciderations rel:ited to the subproject.  {(Short-term
technical assistonce will be jrovided to the MIC Cor the develcpment
of basic environmental guidelinec)., Ac o condibion precedent to
disbursement, the MIC will prepar: a wanual indicating what informa-
tion (including ervironmental concerns), nnd the level of detail,
that will be required in the ISCD., The document will rermit a
reasonable judgement as to the extent to which the cubproject ful-
fills the general eligibility criteria. Approval of the P3CD will
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permit theIDCs to initiate final subproject design with increased

certainty that the subproject can be financed under the loan. It
should be noted that the PSCD will not be required for loan financed

subprojects which will be included in the 1980 Operational Plan,

Rather, each final design will be reviewed and approved as appropriate
since the subprojects to be approved in 1980 have already passed through
this preliminary stage and are ready to undergo final design,

Following approval of the PSCD, the second step will be
the preparation of the final design for the proposed subproject, In
most cases the design will be undertaken by the staff of the DDC.
Guidelines responding to the requirement of subproject eligibility
criteria will be prepared by the MPC and seminars held with the de-
velopment corporations so that all essential information is contained
in the final design.

The third step in the process 1is the review of the final
design itself. For the first year of the project, AID will parti-
cipate in the MPC review of all subprojects., In subsequent years
where AID funds are involved, AID concurrence in the F5CD will be a
prerequisite for the inclusion of a subproject in the Operational
Plan for the following year. Approval of the final design will not
be required except in the case of subprojects which are larger than
$200, 000,

The fourth step is the inclusion of the subproject pro-
posed for AID financing in the Operational Plan. AID will review
each Operational Plan with MPFC at the time of the technical review
for consistency with approved PSCDs and final designs, and for the
adequacy of financing proposed in the Operationsl Plan for on-going
AID-financed subprojects (AID and counterpart funds). After the
Operational Plans have been reviewed and approved by the MPC formal
AID approval of new subprojects contained in the Operational Plans
will be requesced. AID will iscue an implementation letter approving
all new subprojects for a stipulated level of Tinancing over a stated
time-frame. AID will not have to approve annual funding for on-going
approved subvprojects if the incremental funding iz within the ap-
proved total amount of the subproject and within ite approved imple-
mentation period.

In view of the current GOB practice of approving DDC
investment prajects only as part of the Operational Plan, AID-
financed subprojects also will follow this pattern, Therefore,
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the first AID-financed subprojects will be approved in early CY 1980,
It is anticipated that all subproject resources will be conmitted to
eligible subprojects in the third year of the project in the Opera-
tional Plan for CY 1982. Two additional years will be required to
complete subproject implementation.

2. Administrative Arrangements

a. Role of the Ministry of Planning and Coordimation

The Ministry of Planning and Coordination will be the
primary representative of the Borrower under the Project. As such,
MPC will coordinate project activities and assume primary responsi-
bility in assuring that the terms of the loan agreement are fulfilled.
Among the functions it will carry out are the following:

1) Review and approve the PSCD and subproject feasibility

studies.

2) Review and approve the annual Operational Plans of
the DDCs.

3) Provide guidance to DDCs in the preparation of
final designs, PSCDs and preject procuremsnt.

L) Prepare disbursement requests for subprojects for
submission to AID.

5) Monitor DDC compliance with the rejuirements of the
AID loan sgreement.

In addition, MPC will undertake an annual evaluation of
the project. This is discussed more fully under Section C.1 below.

b. Role of the Departmental Development Corporations

The implementing agencies will be the nine DDCs partici-
pating in the project. Project resources will be channelled to the
DDCs to finance specific subprojects with the overall objective of
improving their planning capability. Specifically, the DDCs will

1) Prepare PSCDs outlining subprojects which they
believe are appropriate for financing under the Project.
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2) Prepare (either in-house or using contracted consultants)
a final design for each subproject following approval of the PSCD,

3) Prepare an annual Operational Plan, including projects
to be funded under the AID loan.

L) Implement or contract for implementation of approved
subprojects in conformity with the requirements of tho AID loan.

5) Carry out annual evaluations as specified in Section
C.2 below.

Within each DDC, a senior official will be designated as
the AID project coordinator, probably the chief of the planning division.

c. Role of the National Sector Ministries

The role of the various sector ministries will depend on
the types of subprojects implemented by the corporations, Given the
Project's agriculture focus, the participation of the Ministry of
Campesino Affairs and Agriculture (MACA) probably will be the most
active. However, other Ministries and such organizations as NCDS
may participate.

In view of the tight GOB budget situation, it is not anti-
cipated that significant financial resources will be available from
sector ministries for DDC subprojects. Technical services from Ministry
staffs, however, may be critical in the preparation of feasibility
studies or in subproject implementation. 1In cases in which assitance
of this type is required, a formal agreement between the involved DDC
and sector Ministry will be required prior to the approval of the
suhproject by AID.

d. Role of AID
The Mission's project manager together with the Project
committee will have primary respensibility for mcnitering the imple-

mentation of the project. Specifically their activities will include:

1) Assist the MPC and the Development Corporations in
establishing project disbursement and pracurement prccedures.

2) Review and approve all subproject concept documents.
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3) Review and approve all subproject final designs
during the first year of the project (CY 1980 subprojects) involv-
ing AID financing in excess of $ 100,000 and in subsequent years
as mutually acceptable to AID and GOB.

L) Maintain appropriate contacts with MPC and DDC
officials,

) Participate in annual project evaluations.

6) Carry out on-site visits to the DDCs and their
subprojects to monitor project implementation.

3. Project Contracting and Irocurement

During intensive review, the procurement procedures of the
DDCs were examined and found adequate in terms of assuring competi-
tion and reasonable prices (Annex III contains Procurement puide-
lines utilized by CCRDECO), In that most of the procurement
under the Project will be through local currency cortracts ang
because the Mission has found that the procodures used by the
DDCs assurs competitiveness and r<sonable pric«, the Miscion --
in keeping with Handbook 11, which rctates that itn guidance doer

not apply to loeal carrency contracts -- will not monitor and
approve local currsncy rrocurem-ut. lo tacilitate implementa-
tion, the current procurcment gystuem of the ITCs will be modificd

as necessary to include basie statutory requirem: nts found in
Handbook 11 and Handbook 1B, and, as a condition rreciedent to
disbursement for tubprojects, the MFC will develor 1 rocurament
guidelines which incorporate these modifications, Havin- ap-
proved procurcment cuidelires ror s ach PIC,  the Micoion will
not review and apvrove bid decurents, h¥lc, contract awards or
contracts for local currency jroeourement. To do o weuld be
cumbersome and impractical because, as in the case of an ICI
loan, the procuring entities ar- spread all over Bolivia.
Naturally, AID will have the right to rest audit all local
currency procurement,



While most procurement will be through local currency
contracts, a certain amount of commodities and possibly tech-
nical services will be procured through dollar contracts, Under
the provisions of AIDTO CIRCULAR A-450 dated November 7, 1978,
prior AID approval for host country dollar contracts of less
than $ 100,000 is not required, It is not anticipated that
any single procurement activity or contract will be in excess
of $ 100,000, and, for the reasons cited above, the Mission,
therefore, will not monitor and approve such Procurement ex-
cept to require that general guidelines be prepared by the MPC
as a condition precedent to disbursemert for subprojects,
Should there be a dollar denominated procurement activity or
contract in excess of § 100,000, the normal Handbook 11 reg-
ulations will be applied and closely monitored by the Mission,

L. Project Implementation Schedule

The schedule for implementation of the Project has been deve-
loped to coincide with the DDC budget cycle. It is anticipated that
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all project funds will be committed to subprojects three years follow-
ing the signing of the Project Agreement with an additional two years
for the completion of all activities approved for financing under the
Project. The following initial project implementation schedule will
serve as the basis for the detailed implementation plan to be submitted
by MPC as a condition preccedent to initial disbursement.

Event Estimated Date
Project authorization August 1979
Project Agreement signed ‘ September 1979
Submission of CY 198C Operational Plans October 1979
Review of Operational Plans and proposed subprojects  November 1979
Satisfaction of initial CPs December 1979
Approval of Operational Plans including subprojects

eligible for AID financing February 1980
Submission of preliminary subproject concept

document for CY 1981 financing May-August 1980
Approval of PSCDs and initiation of final design June-Sept., 1980
Submission of CY 1981 Operational Plans, includ-

ing proposed subprojects October 1980
Annual joint project evaluation November 1980
Review and approval of subproject final design

and Operational Plan February 1981

(The cycle for subproject identification and
approval will be the same for CY 1981 and
CY 1982 projects)

Final date for subprojects approval February 1982
PACD Jur.e 1984

C. Evaluation Arrangements

Eva%uation will take place at two levels: evaluation of the over-
all project and evaluation of individual AID-financed subprojects

1. Project Evaluation

The Project will be jointl
. y evaluated annually by MPC, DDCs
and AID. The MPC will have respensibility for coordinating aéd

chairng the eYa}ugtion. Each of the DDCs will submit evaluation
zflpr?aect activities within their departments to the MPC approxima-
ely in October of each year. These evaluations will be annexed to
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their Annual Operational Plan and provide data on the financial and
physical aspects of the subprojects being implemented, highlighting
prcblems areas which require remedial action by the DDC or MPC. The
MPC will prepare a summary of the individual DDC evaluations and pro-
vide its own evaluation of the implementation of the project, includ-
ing an assessment of the progress toward achievement o2 the project's
purpose,

In particular, the annual evalu+tions will examine the extent
to which the DDCs are succeeding in their attempts to institutionalise
outreach mechanisms and the participation of the target group in plan-
ning, designing and implementing projects. The evaluation also will
examine the feedback of implementation experiences into the planning
process and make recommendations regarding measures to assure that this
feedback will continue over time, Where possible, evaluations will in-
clude an examination of the technical assirtance being provided under
the Rural Development Planning projert which, because of its complemen-
tarity to this Project, will also be contributing toward the institution
building objectives established for this Project.

The DDC's operational plans in part will be reviewed on the
basis of their ability to implement previously approved subprojects.
If a particular DDC is not implementing its subprojects in a timely
manner, assistance can be provided and remedial actions teken to keep
the project cn schedule. If serious delays are identified, approval
of new subprojects may be held in abeyance until satisfactory progress
has been made in accelerating subproject implementation.

2. Subproject Evaluation

Tc enhance the linkages between the planning pricess and sub-
project identification and implementation within the development
corporations, an evaluation will be included as part of the prcject
design established in the final design of each subproject.

Baseline data will be included in the Tinal design adequate
to evaluate the physical progress of subproject implementation and
assess the impact on the target group (particularly employment and
income benefits).

3. Mid Term Evaulation

A mid term evaluation to be financed by USAID/Bolivia will be
undertaken approximately two years after the first disbursement fon individual
subprojects. This evaluation will look toward project accomplishments to
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date with a view toward determining whether each of the participating
DDCs has taken adequate measures toward establishing or strengthening
its outreach capability. In those cases where an-indivigual:.eerporation
is found not to be taking sufficient measures toward accomplishment of
this project objective, USAID & the MPC will consider reallocation of
funds away from that corporation to : +*hose corporations whose focus
is leading to achievement of the outreach objective.

4. Final Evaluation

A final evaluation of the project will be prepared and submitted
by the MPC within six months following the PACD. The evaluation will

summarize all subprojects undertaken during ihe project and assess the
extent to which the project purpose was achieved, The DDCs will con-
tribute to the evaluation as necessary.

No additional assistance specifically contracted for evaluation
will be necessary.

D. conditiony Precedent,Covenants and Negotiating Statas

L. Conditions Precedent to Disbursement for Other than Technical
Assistance

kExcept as AID may otherwise agree in writing prior to any dis-
bursment or the issuance cf any commitment document under the Project
Agreement other than to finance technical assistunce, the Cooperating
Country shall furnish to AID in form and substance satisfactory to AID:

a. A detailed implemertation plan which shall include proce-
dure:; for designing, selecting, monitoring and evaluating subprojects.
The nlan shall algo demonstrate that procurement arrangements for sub-
projects will satisfy AID procurement regulations.

b. A manual which establishes requirements for the preliminary
subproject ccncept document and the final design to be carried out for
each subproject consistent with eligibility criteria.

c. Evidence that a project implementation unit has been esta-
blished within the MPC which will be responsible for coordinating all
project activities.

2. Conditions Precedent to Disbursement for Individual Cousstruction

Subprojects

Except as AID may otherwise agree in writing, prior to any dis-
bursement, or the issuance of any commitment documents under the Project
Agre-ment, to finance individual constructic i subprojects, the Cooperating
Councry shall furnish to AID, in form and substance satisfactory to AID:

a. Evidence of clear title to the land upon which construction
is to take place.

b. A mainte#ance blan for th- facilities which will be constructed.
i
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through the Ministry of Planning ang Coordination, in form ang substance
satisfactory to A.I.D.:

evaluation to determine Progress toward achieving Project purpose. Further,
the findings ang recommendations of this evaluation shall be used as a basis
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1. SUBJECT PID WAS REVIEWED AND APPROVED BY THE DAEC ON JANUARY 15.
THE FOLLOWING GUIDANCE IS PROVIDED FOR FP FREPARATION,

2. FUNDING LEVEL - OYB LEVEL OF $7 MILLION SHOULD BE CONSIDERED
MAXIMUM AVAILABLE FOR THIS PROJECT IN FY 1979 AS LIKELIHOOD OF
ADDITIONAL FUNDS BECOMING AVAILABLE IS REMOTE, THE MISSION MIGHT
CONSIDER FUNDING PROJECT IN TWO TRANCHES, WITH THE SECOND TRANCHE
POSSIBLY IN FY 81, AS DISCUSSED IN PARA 4 (B) BELCW, THE LOWER
FUNDING LEVEL MAY NECESSITATE A REDUCTION I™ THE NUMBER OF DDC'S
PARTICIPATING IN THE PROJECT,

3. PROJECT STRATEGY - CONCERN WAS EXFRESSED THAT THE FROJECT WOULD
PROVIDE ONLY A ONE-TIME TRANSFER OF RESOURCES TO THE DDC'S. THE PP
SHOULD DISCUSS THE ROLE OF THE PROJECT IN FACILITATING THE LONGER
TERM DEVELORMENT OF THE DDC'S AND IN ATTRACTING ADDITIONAL FUTURE
SOURCES OF INVESTMENT FUNDS AS CLEAR A PICTURE AS POSSIBLE SHOULD
BE PROVIDED OF THE DDC'S NOW AND WHAT CHANGES ARE ANTICIPATED AS A
RESULT OF THE PROJECT. IN SHORT, WHAT ARE WE TRYING TO ACCOMPLISH
WITH THIS LOQAN?

L, PROJECT DESIGN

A, TFOCUSING PROJECT RESOURCES: THE INTENSIVE REVIEW SHOULD
CONSIDER THE FEASIBILITY OF TARGETING PROJECT RESOURCES ON MORE
SPECIFIC DEVELORVMENT OBJECTIVES TO BE ACHIEVED THROUGH LOAN-FINANCED
SUBFROJECTS AS AN ALTERNATIVE TO THE SCATTERED APPROACH (SPATIAL AND
SECTORIAL) TO SUBPROJECT SELECTION PROPOSED IN THE PID, POSSIBLE
DEVELOPMENT OBJECTIVES MIGHT INCLUDE FOCUSING ON A SERIES OF SUB-
PROJECTS FROMOTING GROWTH POLES WITHIN DDC'S OR ON INTEGRATED REGIONAL
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DEVELOPMENT ACTIVITIES WITHIN PARTICULAR DDC'S, AS DISCUSSED ABOVE
IN PARA 2 THE AVAILABILITY OF FUNDS FOR THE PROJECT MAY ALSO BE AN
IMPORTANT FACTOR IN DEVELOPING A MORE NARROW FOCUS FOR PROJECT OR-
JECTIVES AND RELATED STRATEGY. DURING THE INTENSIVE REVIEW, THE
FEASIBILITY OF ALTERNATIVE APPROACHES SHOULD BE EXAMINED AND FINAL
PP DESIGN BASED ON THE MOST APPROFRIATE METHOD FOR ACHIEVING THE
SPECIFIC OBJECTIVE ESTABLISHED,

B. NUMBER OF PARTICIPATING DDC'S - THE PID PROPOSES THAT ALL
DDC'S PARTICIPATE IN THE PROJECT. 1IN LIGHT OF FUNDING LIMITATIONS AND
POSSIBLE NARROWING OF THE PROJECT FOCUS DISCUSSED IN PARA L4 (A),
PARTICIPATION OF ALL DDC'S SHOULD BE REEXAMINED., THE PP SHOULD ASSESS
EACH DDC TO DETERMINE WHICH SHOULD PARTICIPATE IIN ORDER TO MAXIMIZE
THE IMPACT OF AVAILABLE RESOURCES. A METHODOLOGY AND RATIONALE FOR
ALLOCATING PROJECT RESOURCES AMONG THE CORPORATIONS ALSO SHOULD BE
PRESENTED IN THE PP,

C. DEMAND ANALYSIS - PROJECT SHOULD INCLUDE AN ANALYSIS WHICH
DEMONSTRATES THAT SUFFICIENT DEMAND EXISTS AMONG THE PARTICTPATING
CORPORATIONS FOR THE FUNDS AVAILABLE AND FOR THE TYPES OF SUBPROJECTS
ANTICIPATED, THE ANALYSIS SHOULD PROVIDE A LIST OF THE SUBPROJECTS
EXPECTED TO BE FINANCED, INCLUDING AS MUCH DETAIL AS POSSIBLE REGARDING
THE EXPECTED COST OF FACH, TO ALLOW FOR FALL-OUT OF SOME SUBPROJECTS,
DEMAND IN EXCESS OF AVAILABLE FUNDS SHOULD BE DEMONSTRATED,

D, SECTION 611(A) - CONCERN WAS EXPRESSED DURING THE DAEC
REVIEW AS TO HOW THE FROJECT WOULD CATISFY 611(A) REQUIREMENTS, TO
MAXIMUM EXTENT POSSIBLE PP SHOULD INCLUDE COST ESTIMATES FOR EACH SUB-
PROJECT IDENTIFIED FOR FINANCING IN THE DEMAND ANALYSIS., WHERE COST
ESTIMATES FOR SUBPROJECTS CANNOT BE IDENTIFIED, THE PP SHOULD OUTLINE
THE MINIMUM REQUIREMENTS WHICH SUBPROJECTS MUST FULFILL PRIOR TO THEIR
APPROVAL (PLANS, SPECIFICATIONS, COST ESTIMATES, ETC,), AND PROVIDE
A MECHANISM FOR SUBPROJECT REVIEW FRIOR TO FINAL APPROVAL. THE INSTI-
TUTIONAL CAPACITY OF THE DDC'S TO IMPLEMENT SUBFROJECTS AND UTILIZE
FUNDS EFFECTIVELY SHOULD ALSO BE ZXAMINED,

E. TARGET GROUP PARTICIPATICIi: THE PP SHCULD ANALYZE THE ROLE
OF THE TARGET GROUP IN THE PROJECT, PARTICULARLY THEIR PARTICIPATION
IN SUBPROJECT SELECTION AND IMPLEMENTATION,

5. ABSORPTIVE CAPACITY: THE INSTITUTIONAL ABILITY OF THE CORPOKA-
TIONS TO ABSORB HIGHER LEVELS OF INVESTMENT RESOURCES WAS QUESTIONED.
THE PP SHOULD EVALUATE THE ABILITY OF THE DDC'S TO EFFECTIVELY UTILIZE
ALL RESOURCES (INCLUDING THOSE MADE AVAILABLE UNDER OTHER AID-FINANCED
PROJECTS) WITHIN THE PROJECT IMPLEMENTATION PERIOD.
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6. ROLE OF OTHER GOB INSTITUTIONS: TME RELATIONSHIP OF THE RELEVANT
SECTOR MINISTRIES AND THE DDC'S SHOULD BE EXAMINED, INCLUDING THE
MECHANISMS USED TO COORDINATE THEIR ACTIVITIES, THE AVAILABILITY OF
TECHNICAL AND OTHER SUPPORT FROM SECTOR MINISTRIES FOR DDC SUBPROJECTS
SHOULD BE ASSESSED PARTICULARLY IN LIGHT OF ANTICIPATED GOB BUDGETARY
CONSTRAINTS,

7. PROJECT IMPLEMENTATION - AS PROPOSED IN THE PID, AID PARTICIPA-
TION IN PROJECT IMPLEMENTATION WOULD BE LIMITED TO A PRELIMINARY
REVIEW OF SUBPROJECTS IDENTIFIED IN THE DDC'S ANNUAL BUDGETS, THE
PP SHOULD EXAMINE WHETHER FURTHER AID PARTICIPATION IN SUBPROJECT
APPROVAL IS NECESSARY. AID'S ROLE IN MONITORING SUBPROJECT PROCURE-
MENT AND IMPLEMENTATION ALSO SHOULD BE DETAILED,

8. GOB CONTRIBUTION - THE IMPACT OF THE GOB'S FISCAL CRISIS WAS
DISCUSSED, PARTICULARLY ON THOSE DDC'S WHICH DEPEND ON GOB TRANSFER
PAYMENTS RATHER THAN MINERAL ROYALTIES. THE FROJECT DESIGN SHOULD
ASSURE THAT SUFFICIENT COUNTERPART IS AVAILARLE FOR THOSE DDC'S AND
THAT AID FUNDS WILL NOT BE USED TO SUBSTITUTE FOR GOB TRANSFERS,
CONSIDERATION SHOULD BE GIVEN TO INCLUSION OF A COVENANT REQUIRING
THAT, AT A MINIMUI, THE REAL LEVEL OF GOB TRANSFERS TO DDC'S REMAIN
CONSTANT,

9. TECHNICAL ASSISTANCE - ALTHOUGH T.A. IS ALREADY BEING FROVIDED
TO FIVE DDC'S UNDER THE RURAL DEVELOPMENT PLANNING PROJECT AND NO
ADDITIONAL T,A. WAS PROPCSED IN THE PIT, THE MISSION SHOULD CONSIDER
ADDITIONAL T.A. KEQUIREMENTS AND THE NEEL TC PROVIDE ASSISTANCE TO
OTHER DDC'S NOT DIRECTLY PARTICIPATING IN THE DEVELOPMENT PLANNING
PROJECT,

10. PP SUBMISSION =~ PP SHOULD BE SUBMITTED IN TiME TO PERMIT 3RD
QUARTER OBLIGATION, MISSION SHOULD FLAN ON L WEEKS FROM TIME OF
RECEIPT OF PP IN AID/W TO AUTHORIZATION ASSUMING NO MAJOR REVISIONS
ARE NECESSARY IN PP,

1l. IEE WITH NEGATIVE DETERMINATION WILL BE FORWARDED TO AA/LAC FOR
APPROVAL,

BT
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1. THE DAEC REVIEWED THE SUBJECT PP ON APRIL 11, 1979. AS A RESULT
OF THE CONCERN IXPRESSED AT THAT REVIEW, IT WAS DETERMINED THAT THE

MISSION SHOULD UNTERTAKE FURTHER FLANNING AND ANALYSIS OF THE PROJECT

AND SUBMIT A REVISED PP WHICH ATDRE:SES THE AREAS DISCUSSED BLLOW,

GIVEN THE RECOGNIZED IMPORTANCE ANT TTVELOPMENT IMPACT OF THE PROJECT,

THE MISSION IS URGED TO REVISE THE PT AND SUBMIT IT FOR RECONSIDERA-
TION AS SOON AS POSSIBLE.

2. PROJECT FURPOSE: THE STATED FURPOSE OF THE PROJECT IS THE
INSTITUTIONAL DEVELOPMENT OF THE +DC'E, I.E., TO ENHANCE THEIR
OUTREACH CAPARILITY TO IDENTIFY ANl IMPLEMENT TARGET GROUP-ORIENTEL
SUB-PROJECTS., HOWEVER, THE PROJECT ANALYSIS ANT PROJECT INPUTS
FOCUS PRIMARILY ON THE FINANCING CF CUB-PROJECTS RATHER THAN INSTI-
TUTIONAL CONSTRAINTS TO ACHIEVE T:E PROJECT PURFO3E, THE MAJOR
INSTITUTIONAL GAT CITED IS A LACK OF TTC MEDIUM- AND LONG-TERM
PLANNING CAPABILITY WHICH IS TO BE FILLED THROUGH TECHNICAL ASSIST-
ANCE PROVIDED TO FIVE DDC'S UNDER THE RURAL DEVELORMENT PLANNING
GRANT WITH SIMILAR ASSISTANCE PROVIDED TO THE LA TAZ AND ORURO IDDC' €
UNDER THE GRANT TORTION OF THE SUBJECT FROJECT, 'THE PF DOES NCT
IDENTIFY ADEQUATELY THE INSTITUTIONAL GAPS INHIBITING EFFECTIVE
OUTREACH OF DDC'S TO.THE TARGET GROUP AND TO THE IMFLEMENTATION OF
TARGET-ORIENTED SUB-PROJECTS. 1IN ADDITION, THE RELATIONSHI® OF SUB-
PROJECT IDEHTIFICATION/IMPLEMENTATION TO THE DEVELOPMENT OF MEDIUM-
AND LONG-TERM PLANNING CAPABILITY IS NOT CLEAR, THEREFORF, IT
APPEARS THAT THE PRINCIFAL CONSTRAINT TO IMPLEMENTATION OF TARGET

GROUP SUB-PROJECTS IS THE LACK OF SUFFICIENT DIC INVESTMENT RESOURCES

UNCLAGSIFIEL
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THE CAPITAL RESOURCES PROVIDED BY THE PROPOSED LOAN APPEAR TO FILL
THAT RESOURCE GAP ONLY AND DO NOT CONTRIBUTE SIGNIFICANTLY TO THE
INSTITUTION-BUILDING PURPOSE OF THE PROJECT.

TO SATISFY FAA SECTION 611(A) IN TERMS OF AN INSTITUTION-BUILDING
PROJECT, ADDITIONAL INSTITUTIONAL ANALYSIS IS ESSENTTAL, LEADING TQ
A MORE DIRECT RELATIONSHIP BETWEEN PROJECT INPUTS AND PURPOSE
ALTERNATIVELY, IF THE PROJECT IS FUNDAMENTALLY A RESOURCE TRANSFER
TO DDC'S TO IMPLEMENT TARGET GROUP-ORIENTED SUB-PROJECTS, THE EXIST-
ENCE OF A UNIVERSE OF SUB-PROJECTS, INCLUDING REASONABLY FIRM COST
ESTIMATES IN EXCESS OF THE AMOUNT OF THE PROPOSED LOAN MUST BE
EVIDENCED,

ASSUMING THAT THE INSTITUTION-BUILDING PROJECT FURPOSE IS STILL
VALID, THE REVISED PP AT MINIMUM SHOULD INCLUDE THE FOLLOWING:
(A) INSTITUTIONAL ANALYSIS: AN ANALYSIS OF THE INSTITUTIONAL STRUC-
TURE AND CAPABILITY OF EACH OF THE DDC'S PARTICIPATING IN THE PROJECT
SHOULD BE PROVIDED., THE ANALYSIS SHOULD INCLUDE A BRIEF DESCRIPTION
OF THE TYPES OF ACTIVITIES CURRENTLY BEING UNDERTAKEN BY THE DDCy
ITS TECHNICAL, ORGANIZATIONAL, AND MANAGERIAL STRENGTHS AND WEAK-
NESSES, AND THE INQTITUTIONAL GAPS WHICH MUST BE FILLED IF THE DDC
IS TO BE ABLE TO IDENTIFY, PLAN AND IMPLEMENT TARGFT GROUP-ORIENTEL
"UB TROJECTS ON A CONTINUING BASIS (B) INSTITUTION-BUILDING INPUTS:
ASED ON THE IDENTIFICATION OF WDC SPECIFIC INSTITUTIONAL WEAKNESSES,
A PLAN TO STRENGTHEN EACH OF THE PARTICIPATING DDC'S SHOULD BE DEVEL—
OPED AND THE RESOURCES NECESSARY TO UNDERTAKE THIS INSTITUTION-
BUILDING INCLUDED IN THE TROJECT. THE MEDIUM- AND LONG-TERM PLANNING
ASS ISTANCE BEING I'EOVIDED UNDER 111 RDI' GRANT SHOULD BE INCLUDED IN
THIS DISCUSSION, A TENTATIVE PLAN FOR EACH DDC SHOULL BE INCLUTED
IN THE PP DEFINING THE TA, TRAINING, STAFF INCREASES, ORGANIZATIONAL
MODIFICATIONS, ETC., NECLS*ARY T0 DLVLLOP THE INO TIFUTIONAL CAPABILTTY
OF THE DDC TO A SPECIFIED LEVEL BY END OF THE FROJECT, (C) DDC
DEVELOPMENT STRATEGIES: THE TA PROVIDED UNDER THE RDP GRANT ANT' THE
PROPOSED PROJECT WILL ASSIST IDC': LEVELOF THE INSTITUTIONAL CAPABILITY
TO PREPARE AN ANALYTIC DEPARTMENTAL DEVELOFMENT STRATEGY AND A SPECIFIC
MEDIUM- TO LONG-TERM PLAI DECIGNED TO ADDRESS THE CONSTRAINTS IDEN-
TIFIED BY THE STrRATEGY, THIS IMPROVED PLANNING PROCESS SHOULD BE
MORE SPECIFICALLY HKELATED TO THE IDENTIFICATION AND APPROVAL OF IN-
VESTMENT CUB-PROJECTS, THE PRESENTATION OF A DEPARTMENTAL DEVELOP-
MENT STRATEGY CHOULD BE A PREREQUISITE OF APPROVAL OF ANY INVESTMENT
SUB-PROQJECTS.  THE STRATEGY SHOULD BE REVIEWED ANIY FOUND ACCEPTABLE
BAGED ON CRITERIA TO BE ESTABLISHED IN THE REVISED FP, ONCE A DDC
STRATEGY /MEDTUM-TERM PLAN IS APPROVED, SUB-PROJECTS CONSISTENT WITH
THY STRATEGY WOULD BE ELIGIBLE FOR FIWANCING UNDER THE PROJECT
(BASED ON THE OTHER ELIGIBILITY CRITERIA ESTABLISHED UNDER THE
PROJECT). (D) REPLICABILITY: TO SUPPORT THE INSTITUTIONAL OBJECTIVES

UNCLASSIFIED



ANNEX I

Exhibit B

Page 3 of 4
UNCLACSIF LD

OF 1T TROJECT, “INE MISCION SHOULD' EXAMINE THE IMPACT OF THE PROJECT
BILYOND THE DISBURGEMENT FEKIOD., WHAT LONG-TERM CHANGES IN THE WAY

IN WHICH IDC'S IDENTIFY, EVALUATE, AND IMPLEMENT SUB-PROJECTS WILL
RESULT FROM THE PROJECT? HOW WILL THE TARGET GROUP ORIENTATION OF
ACTIVITIES INITIATED UNDER THE FROJECT BE CONTINUED? (E) EVALUATION:
THE EVALUATION OF ACHIEVEMENT OF THE INSTITUTIONAL OBJECT .S OF THE
PROJECT SHOULD BE ADDRESSED MORE CAREFULLY IN THE PROJECT DESIGN,
PROGRESS TOWARD DEVELOPING AND IMPLEMENTING MEDIUM-TERM TEVELOPMENT
STRATEGIES AND OTHER INSTITUTION-BUILDING OBJECTIVES OF EACH LDC
SHOULD BE PART OF THE PROJECT'S ANNUAL EVALUATIONS. IN ADDITION,

A MECHANISM TO INSTITUTIONALIZE EVALUATION OF SUB~-PROJECTS BY IDC'S
SHOULD BE ESTABLISHED TO ASSURE THAT THE INSTITUTION-BUILDING ASPECTS
OF EXPERIENCE GAINED THROUGH SUB-PROJECT IMPLEMENTATION ARE MAXIMIZEL,

3. THE FOLLOWING ISSUES ALSO WERE RAISED DURING THFE DAEC AND SHOULL
BE ADDRESSED IN THF REVISED PP;

----A. TITLE IIT RECOURCES: UP TO $15.0 MILLION WILL & AVAILABLL

TO IDC'S FROM LOCAL CURRENCY GENERATIONS UNDFER THE TITLE III AGREE-
MENT. THE REVISED FP SHOULD DISCUSS THE RATIONALE FOK REQUECTING fUR-
STANTIAL LOAN RESOURCES IN VIEW OF THE RESOURCES AVAILABLE UNDEE TITLE
LII AND CLARIFY THE USE OF TITLE III RESOUECF. By THE ILC' 3.

----L. COORDINATION: CONCERN WAS FXPRESCED THAT THE MECHANISH IFCR
COORDINATION AMONG GOB MINISTRIES AND AGENCIES AN THE DIC' D WILL JCT
Bli ADEQUATE TO ASSURE THE TIMELY AVAILABILITY OF TECHIICAL PERZONNET,
TO ASSIST IN UR-PROJECT PESIGN, IMPLEMENTATION, ~2ID THE RECURRENT
TECIINICAL REQUIREMENTS OF SUB-PRCJECTS, THE REVISED PP SHOULD DF-
EXAMINE THIT ISSUE AND ACSESS THE POSIIBILITY OF CREATING AN IMPROVEL
MECIANTIOM IOk COORI'IHATICH WITHII! {HE PROJICT,

----C.  TARGET GROUP IMPACT: ALTHOUGE A MATOR CRIRECTIVE OF THE FROJECT
I3 PO FOCU BDC' & ON SMALLER-SCALE ACTIVITIES OF TIFEC, IMFACT W THE
TARGET GROUP, THE CURRERT JROJECT LESIGH DORC NOT THI ICATE HOW TH=
TARGET GROUP WILL YARTICITATE IN THE IDENTIFICATION AT IMPLEMENTA-
TION OF POTENTIAL .UB-PROJECTS. WITHOUT INSTITUTIONALIZING TARGET
GROUP PARTICIPATION, IT IS LIFFICULT TO UNDERSTAIT hLOW INCREATEL C7li-
CERN FOR TARGHT GROUP-ORIENTED PROJECTS WILL FXTELT REYOID THF LI3-
BURGEMENT PERIOD OF THE IFROJECT. IN REVISING THE YPyOTHE MISSION
CHOULD CONSIDER MECHANISMS FOR ESTABLISHING A VIAPLE PEFMANENT LINK-
AGE BETWEEN THE TARGET GROUT AND IDC'3. IK ALTITION, THE FF SHCULT
DECCRIBE HOW THE ITC STRATEGIES DISCUSSED IN TARA 2.C AEOVE WILL
IDENTIFY TARGET GROUP DEVELOFMENT CONSTRAINTS AND TAKE INTO CCNEILER-
ATION THE PERCEIVED NEEDS OF THAT GROUP,
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----D. MAINTEWNANCE: THE PP ANTICIFATES THAT SUR-PROJECT MAINTENANCE
WILL BE CARRIED OUT BY PARTICIPATING COMMUNITIES., THE REVISED PP
SHOULD EVALUATE MISSION EXPERIENCE WITH THIS APPROACH TO MAINTENANCE
AND DETAIL HOW COMMUNITIES WILL ASSUME THIS CRITICAL RESPONSIBILITY.

----k, AGROINIUSTRY: INCLUSION OF AGROINDUSTRIES AS ELIGIBLEF FOR
I"INANCING UNPER THE LOAN WAS QUESTIONED. IN LIGHT OF THE PRORLEMS
ACHBOCTIATED WITH PUBLIC SECTOR-OWNED INDUSTRIES, THY REVISED FF WILL
NERLD TO MAKL. A VERY FERSUASIVE CASE FOR FINANCING THIS CATEGORY OF
SUB-PROJECT, TNCLUT'ING AN ASSESSMENT OF WHETHER THE LIC'S WILL COMPETE
WITH POTSIBLE TRIVATE SECTOR INVESTMENT IN AGROINIUSTRIES (SUPPORTED
UNDER OTHER ATD-FINANCED PROJECTZS),

L. USE OF GRANT FUNDS: THE FOSSIBILITY OF INITIATING THE GRANT
PORTION OF THE FROFOSED PROJECT BY AMENDING THE RURAL LEVELOPMENT
PLANNING GRANIT WAS DISCUSSED, A GEOGRAPHIC EXPANSION OF TH® ACTIVI-
TIES UNDER THZ RDP GRANT TO INCLUTE THE DEPARTMENTS OF ORURC AND LA
PAZ APFEARS FEASONABLE, THE GRANT AMFNTMENT SHOULD BE LIMITELD TO THE
GAME ACTIVITIES AU THE CURRENT PP GRAIIT AID NOT INCLUDE WEW ACTIVI-
TIRS (£.G., TA IN IYANAGEMENT OF rUBLIC 7ECTOR ENTERPRISES FOR THE
ORURO IDC) OR ACTIVITIES DIRECTLY ASCOCIATED WITH THE SUBJECT PROJECT
(F.G., ASSISTANCE IN ENVIROWMENTAL FLAIEING). WEW AWD EXPANTED TA
WITTCH TS BEYONL TH' ©COPE OF THE #DP T=OJECT JHOULL RE INCLUTED 10
THE REVISED I FOR IME SUBTECT PROTECT.  ThHE PP AMENINENT SHOULT

(A) ACCESS THe HERD TO EXFAND THE RPU GRANT ACTIVITIED TO THE ORLEO
AND LA PAZ DTetoy (8) IDEITIFY THE TYVE ANT DURATTION OF ADDITIONAL
ACHTSTANCE; (1) VROVIDE A TEVISED FLCANCIAL AMD INILEMENTATION PLAG
FOR THE PROJECT; (1') MODIMY THE LOGICAL FRAMFWORK A AFCECOARY;

(1) DLECUSST THE KEACONS FOR AMENLING THE EDP GRAIL HOW RATHER THAN
[NCLULTING THE ACOSIOTANCE T4 THE REVISION OF THE CUBJECT PPy AND

(I) INCLULE A CECTION ON THE CURFRENT STATUS OF THE PROJECT. WE
ANTICTVATE THAT THE GRANT AMENTMEUT WILL NOT REQUIRE A DAEC ANL

THAT AN AMENT'ID FROJECT AUTHORIZATION CAN BE PROCESSED EXPELITIOUSLY,
PARTICULARLY IF WO ADDITIONAL FY 79 FUNIC ARF REQUIREI., VANCE

2

o2k

UNCLASSIFIED
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CERTIFICATION PURSUANT TO SECTION 611(e) OF THE
FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED

I, Daniel A, Chaij, the principal officer of the Agency
for International Development in Bolivia, having taken into account
among other factors the maintenance and utilization of projects in
Bolivia previously financed or assisted by the United States, do
hereby certify that in my judgement Bolivia has both the financial
capability and human resources capability to effectively maintain
and utilize the capital assistance project: IEPARTMENTAL 1lEVELOPMENT
CORPORATIONS FUND,

’

( ST :
R S
-~ el

-~ “Daniel A, Chalj
Acting Director
USAID/Bolivia
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STATUTORY CHECKLIST

5C(1) - COUNTRY CHECKLIST

Listed below are, first, statutory criteria applicable generally to FAA
Tunds, and then criteria applicable to individual fund sources: Develcp-
ment Assistance and Economic Support Fund.

A. GENERAL CRITERIA FOR COUNTRY

FLIGIBILITY

1. FAA Sec,116. Can it be demon- Yes, Eligibility criteria
strated that contemplated assist- have beer developed tc assure
ance will directly benefit the that beneficiaries are the
needy? If not, has the Depart- needy.

ment of State determined that
this government has engaged in g
consistent pattern of gross vic-
lations of internationally re-
cognized humar. rights?

2. FAA Sec.LB1. Has it been deter- No.
mined that the government of re-
cipient country has failed to
take adequate steps to prevent
narcotic: drugs and cther ccn-
trolled rubstances (as defined
by the C.mprehencive Drug Abusze
Prevention and Contrcl Act .t
1970) produced or procescsed, in
whole or in part, in -uch courtry,
or transported through such coun-
try, from bein;s sold illegally
within the jurisdietion -f such
country to U.3. Government person-
nel Lr their dependents, or from
entzring the U,S, unlawfully?

3. FAA Sec.620(b). 1If assistance is Yes
to a governmernt, has the Secre-
tary of Ctate determined that it
is not controlled by the inter-
national Ceormurist movement?
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FAA Sec.620(c). 1If assistance is No
to a government, is the government
liable as debtor or unconditicnal
guarantor on any debt to a U,S.

citizen for goods or services fur-
nished or ordered where (a) ruch
citizen has exhausted available

legal remedies and (b) debt is

not denied or contested by such
government?

FAA Sec.620(e)(1). If assistance No
is to a government, has it (in-
cluding government agencies or sub-
divisions) taken any action which
has the effect of nationalizing,
expropriating, or otherwise seizing
ownership or control of property

of U.S.citizens or entities bene-
ficially owned by them without
taking steps to discharge its obli-
gations toward such citizens or
entities?

FAN Sec.620(n), 620(f); FY 79 App.  No
Act Sec.108, 11b and 606, Is re-
cipient country a Communist coun-

try? Will ascistance be provided

to the Socialist Republic of Viet-

nam, Cambodin, Lacs, Cuba, Uganda,
Mozambi jue, or Angola?

FAA Bec.€20(i). 1Is recipient No
country in any way involved in

(a) subversion ofy or military
aggressicn against, the United

States or any country receiving

U,;S. assistance, or (b) the plan-

ning of such subversion or aggres-
sion?

FAA Sec.620(j). Has the country No
permitted, or failed to take ade-

quate measures to prevent, the

damage or destruction, by mob

action, of U.S. property?




10,

11.

12.
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FAA Sec.620(1). 1If the country Negotiations are on-going be-
has failed to institute the in- tween the U.S, and the Andean
vestment guaranty program for Pact to permit establishment
the specific risks of expropri- cf this program.

ation, inconvertibility or con-

fiscation, has the AID Adminis-

trator within the past year con-

sidered denying assistance to

such government for this reason?

FAA Sec.620(0); Fishermen's Pro- Bolivia has taken no such
tective Act of 1967, as amended, actions.

Sec. 5. 1If country has seized,

or imposed any penalty or sancticn

against, any U.S. fishing activi-

ties in international waters,

a. has any deduction required
by the Fishermen's Protective
Act been made?

b. has complete denial of as-
sistance been considered by AID
Administritor?

FAA Sec. 600 FY 7 Arp.Act Uec., No
603. (a) 1: the government of

the recirient country in default

for more tran -ix ronths on

interest or trincipal ef any AID

loan to the country? (b) Is

country in default exceeding one

year on intere-t cr principal on

U.S. loan under pregram for which

App. Act appropriates funds?

FAA Sec.620(z). 1If contemplated Yes, as reported in annual
assistance ic development loan report on implementation of
or from Ecoriomic Support Fund, Sec.620(s). 1In 1978 approxi-
hac the fidminiztrator taken into mately 13.2% of GOB budget
account the percentage of the was for military expenditures.
country's budr=t whieh is for

military expenditures, the amount

of foreign ~xchange spent on mili-

tary equipment and the amount

spent for the purchase of




13.

1k,

15.

16.

sophisticated weapons systems?

(An affirmative answer may refer

to the record of the annual "Taking
into Consideration" memo: "Yes, as
reported in annual report on imple-
mentation of Sec.620(s)". This
report is prepared at time of ap-
proval by the Administrator of the
Operational Year Budget and can be
the basis for an affirmative answer
during the fiscal year unless sig-
nificant changes in cl.rcumstances
occur).

FAA Sec.620(t). Has the country No.
severed diplomatic relations with

the United States? If so, have

they been resumed and have new
bilateral assistance agreements

been negotiated and entered into

since such resumption?

FAA Sec.620(u). What is the pay- Bolivia is not in arrears.

ment status of the ccuntry’'s U.N.
obligations? If the country is
in arrears, were such arrearages
taken into account by the AID
Administrator in determining the
current AID Operational Year
Budget?

FAA Sec.620A, FY 79 App. Act, ° No
Sec.607. Has the country granted
sanctuary from prosecution to any
individuwal or group which has com-
mitted an act of international
terrorism?

FAA Sec. 666. Does the country No
object, on basis of race, re-

ligion, national origin or sex,

to the presence of any officer

or employee of the U.S. there to

carry out economic development

under FAA?
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FAA Sec.669, 670. Has the country, No
after August 3, 1977, delivered or
received nuclear enrichment or re-
brocessing equipment, materials,

or technology, without specified
arrangements or safeguards? Has

1t detonated a nuclear device

after August 3, 1977, although

not a "nuclear-weapon State"

under the nonproliferation treaty?

B. FUNDING CRITERIA FOR COUNTRY ELIGI-

BILITY
1. Development Assistance Country
Criterig
a. FAA Sec.102(b)(L4)., Have Yes

criteria been established and
taken into account to assess com-
mitment progress of country in
effectively involving the poor
in development, on such indexes
as: (1) increase in agricultural
productivity through small-farm
labor intensive agriculture,

(2) reduced infant mortality,

(3) control of ropulation growth,
(L) equality of income distribu.
tion, (%) rcduction of unemploy-
ment, and (6) increaseq literacy.

b. FAA Bec.104(d)(1). Ir appro- Yes
priate, is thic development (in-
cluding Sahel) nectivity desigpned
to build motivation fTor sraller
families throurh modification of
economic qnd cocial conditions
supportive of the desire for

large familiesz in programs such

as education in and ocut of school,
nutrition, diseuse control,
maternal and child health services,
agricultural production, rural de-
velopment, and assistance to

urban poor?

17



Fevonomic Suppert Fund Country
Criteria

a., FAA Sec.502B, Has the
country engaged in a consistent
pattern of gross violations of
internationally recognized human
rights?

b. FAA Sec.533(b). Will as-
sistance under the Southern
Africa program be provided to
Mozambique, Angola, Tanzania, or
Zambia? If so, has President
determined (and reported to the
Congress) that such assistance
will further U.S., foreign policy
interests?

c. TIAA Sec.60). If commodities
are to be pranted so that sale
proceeds will accrue to the re-
cipient country, have Special
Account (comnterrart) arrange-
ments bceen mae?

de FY 79 App.Act Scel 113, Will
assistance be nrovided for the
rurpose ¢t aiding: directly the
efrorte 0 bhe covernment of such

country to veprios the legitimate
rights of ©ie o opuluation of such
country contrery toe the Univerzal

Declarati-n of Human Righto?

e. FAA £ CPOB. Will security

supporting acsristance be furnished

to Argentina after September 30,

19787
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N/A

N/A

N/A

N/A

N/A
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5C(2) - PROJECT CHECKLIST

Listed below are statutory criteria applicable generally to projects with

FAA funds and project criteria applicable to individual fund sources:
velopment Assistance (with a subcate

loans); and Economic Support Fund.

CROSS REFERENCES:

De-

gory for criteria applicable only to

IS COUNTRY CHECKLIST UP TO DATE?

HAS STANDARD ITEM CHECKLIST BEEN REVIEWED FOR THIS

PROJECT?

A, GENERAL CRITERIA FOR PROJECT

1.

FY 79 App. Act Unnumbered; FAA
Sec.653(b); Sec.63L4,

a. Describe how Committees on
Appropriations of Senate and House
have been or will be notified con-
cerning the project.

b. Is assistance within (Oper-
ational Year Budget) country or
international crganization al-
location reported to Congress
(or not mere than $1 million
over that figure)?

FAA Sec.611(a)(1’. Prior to
obligation in exncess of $100,000,
will there be

a. engineering, financial, and
other plans nec<ssary tc carry
out the assistance and

b. a reascnably firm estimate

of the cost to the U.5. of the
assistance?
FAA Sec.611(a)(2). If further

legislative action is required
within recipient country, what

1s basis for reasonable expec-
tation that such action will be
completed in time to permit order-
ly accomplishment of purpose of
the assistance?

An Advice of Program Change
will be prepared and sent to
the Congress.

Yes

Yes

Yes

Ratification of project agree-
ment will follow shortly after
signature, as in all cases of

past agreements.



FAA Sec.611(b); FY 79 App.Act
Sec.i0l. If for water or water-
related land resource construction,
has project met the standards and
criteria as per the Principles and
Standards for Planning Water and
Related land Resources dated
October 25, 19737

FAA Sec.bll(e). If project is
capital assistance (e.g. con-
struction), and all U.S. assist-
ance for it will exceed $1 millicn,
has Missicn Director certified and
Hegional Assistant Administrator
taken irto consideration the
country's capability effectively
to maintain and utilize the pro-
Jject?

FAA Sec.209. Is project sus-
ceptible of execution as part of
regional or multilateral project?
If so why is project nct so exe-
cuted? Infermaticn and concluzion
whether assi-tance will encourage
regional devsolopment crograms.

FAA Sec.GO1{1). Informaticon and
conclusions whether project will
encourage effort: of the country
to: (a) increare the tflcw of in-
terratioral trade; (b) foster
private initiative and competi-
tion; (c¢) encourage develcpment
and use o cooperatives, credlt
unions, 2ad savings and loan as-
sociatiocns; (d? diccourage mono-
pulistic practices; (<) improve
technical efficicney < industry,
agricualture ana commerce; and (1)
strepgthen free Tabor unions.

fAA Sec.621(b). Infermaticn an.
conclusion cn Low project will
encourage U,., private trade and
investment abtroad and encourzge
private .S, participation in
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Prior to approving any water-
related subproject feasibility
studies will be required demon-
strating that standards ard
criteria have been met,

Yes

No

Come subprojects will serve as
denronstraticrs and will eventual-
1y foster increased private sector
initiative arnd competiticn. Con-
structio: of rural econcmic in-
frastructure (irrigation, storage,
small-scale agro industry) will
increase productivity of agri-
culture and improve technical ef-
ficiency ~f commerce.

Project will have limited effect
in this area except for sales of
goods and provision of services
by private U.E. suppliers and
certracters.



10.

11.

12.

foreign assisctance programs (in-
cluding use ot private trade
channels and the services of
U.S. private enterprise).

FAA Sec.612{b); Sec.636(h). De-

scribe steps taken to assure
that, to the maximum extent pos-
sible, the country is contribut-
ing loca. currencies to meet the
cost of contractual and other
services, ancé foreign currencies
owned by the U.S, are utilized
to meet the cost of contractual
and other services,

FAA Sec.612(d). Does the U.S,
own excess forelgn currency of
the country anil, if o, what
arrangements have teen made for
its releace?

FAA Sec.c01l(e). Will the pro-
ject utiiize competitive se-
lection jrocedures for the
awarding of contracte, except
where aprlicible procurement
rules allw ctherwisce?

FY 79 Apr.. Aci Dec.fub. IT
assistan~e 1. for the pro-
duction 7 any o.mmodity {or
export, i the commeoaity like-
ly to be in owrplus on world
markcts ot the time the result-
ing productive eapacity becomes
operative, and is cuch assist-
ance 1likely to cause cub-
stantial injury te ULT. pro-
ducers of the same, simllar

or competing commodity?
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Belivia will contribute 25% of
project costs,

The U.5, does not own excess
foreign currency in Bolivie.

Yes

Agsistance will not support
developn.2nit of commodities for
export for which a surplus
exists on the world market.



B, TFUNDING CRITFRIA F.R PROJECT

1.

Development Assistance Project
Criteria

a. FAA Sec., 1u2(b); 1113 113,
281la. Txtent to which activity

wiil (a) effectively involve the
pocr in deveiooment, by extending
sccess te economy at local level,
increasing labor-intensive pro-
duction and the use T appropriate
technology, spreading investment
out from cities to small towns and
rural areas, and iasuring wide
participation of the por in tle
benefits of developmert on a sus-
tained basis, using the =zppropri-
ate U.S, institutions; (b) hely
develop coeoperatives, ecpecially
by techinical assistance, tc i
rural and urban poor to help
selves towurd rtetter 17w, anu
atherwise crecurere wemoeratic
private ad teen]l covermmental
inztitutions; (2) cuppors the
celr-help ¢ trort of deve lTopines
countrieas; (o' promote the par-
ticipaticy of woemen i the nation-
1l cconmics o
countries

asist
them-

5

Geve Lopings

anc Y improvement

of women'. cbatuwer and (e) uti-
lize and cnconrags regional co-
operation by develioping countries?

h. IAA 105,
106, 107.  I. assistanes being
made available: (include only =p-
nlicable paravraph which corrc-
sponds to ccurce of funds used.

LY more than cne fund cource is
uscd ftor project, include relevant
paragraph for cach fund source).

See, 0 Ty 1 ;:3:‘\\ 5 l\)Lr,

(1) {12%) for agriculture,
rural Adey: _corment er nutriticn;y if
50, extent to which activity is
specifically designed tc increace
productivity and income cf rural
poor; {103A) 17 for agricultural
resenrch, is full account taken
of needs of smoll farmers;

LNNER T
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Subproject criteria require
Jemonstration that activity will
generate employment opportunities
and/or increased ircome of the
poor popalaticn, primarily in

the rural area:s. JSubprojects
mist alsc be appropriate fcr this
populatic:, If possible, o cub-
project 1Ay Toster the develop-
rnent of cocperatives, Develop-
ment of semi-autoromcus regional
institutions capable of planning
and executing development activi-
ties is an important objective

¢f the Prcject., Participation
of weren will be encouragen and
eligible cubprojects should im-
vrove ctatus of women in the
eccnomy. Regional ccoperation
by develeping countries will not
be reguired for Project imple-
mentation.

Yes, primary focus of prcject is
in~reased employment and inccme
by supporting investment Ir the
agriculture sector.
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(2) (104) for population
planning under sec.10L(b) or
health under s=c.10k(c); if so,
extent tc which activity empha-
sizes low-cost, integrated de-
livery systems for health, nu-
trition and family planning for
the poorest people, with par-
ticular attention to the needs
of mothers and ycung children,
using paramedical and auxiliary
medical personnel, clinics and
health posts, commercial dis-
tribution systems and other
modes of commuiity research.

(3) (1035) “or education,
public administration, or
human recources development;
if =0, cxtent to which acti-
vity strenrthens nonformal
education, mukes formal educs-
tion more rel:van, especially
for rural familics and urban
poor, or strergcthens manage-
ment capability of inctitutionc
chabling the peor to participate
in adevelopment;

(4) (105) ~or tecinical qu-
cistance, eneryy, recearch, re-
construction, 2nd selected de-
velopment preblems; if so, extent
activity is:

(i) technical cocper-
ation and development, especial-
ly with U.S. private and velun-
tary, or regicnal and inter-
national develcpment, crgani-
zations;

(1i) t- help alleviate
energy problem.;

(iii) research into, and
evaluation of. economic develcp-
ment processe: and techniques;



(iv) reconstruction after
natural or manmade disaster;

(v) for special develop-
ment problem, and to enable
proper utilization of earlier
U.5. infrastructure, etc., as-
sistance;

(vi) for programs of
urban development, especially small
labor-intensive enterprises, market-
ing systems, and financial or other
institutions to help urban poor
participate irn economic and social
development.,

c. (107) 1. appropriate effort
placed on use of appropriate tech-
nology?

d. FAA €ec.110(a). Will the re-
cipient cuuntry provide at least
25% of the custs of the program,
project, or uctivity with respect
to which the a.cistance is to be
furnishea (or ras th: latter cost-
sharing reguirement teen waived
for a 'relatively least-developed"
country)?

e. FAA fze.110(b). Will grant
capital acsistance be disbursed

for project over more than 3 years?
If so, has justification satis-
factory to Congress been made,

and efforts for other financing,

or is the recipient country "re-
latively least developed"?

f. FAA Sec.281(b). Describe
cxtent to which program recog-
nizeg the particular needs,
desirec, =und caracities of the
pevple of the country; utilizes
the country's intellectual re-
sources to enccurage institution-
al developmert; and supports

ANNEX I
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Yes

No

Erecuting agencies will be
decentralized public institu-
ticns. These instituticns have
better awareness of the needs aad
desires cf the people in their
respective geographic areas

than does the central government.
The project will support the



civil educatior and training

in skills required for ef-
tective participation in govern-
mental and political processes
essential to self-government.

g. FAA Scc.122(b). Does the
activity give reasonable promise
of contributing to the develop-
ment of eccnomic resources, or
to the increase of productive
capacities and self-sustaining
economic growth?

Development Assistance Project
Criteria (Loans Only)

a. FAA Sec.122(b). Information
and conclusion on capacity of
the country tc repay the loan,
including reasonableness of re-
payment procpects,

b. FAA Sec¢.620(d). If assist-
ance is for any productive enter-
price which will compete in the
U.5. with U,S. enterprise, 1is
there an agreement by the re-
cipient country to prevent
export tc the U,S. c¢f more than
20% of the cnterprise's annual
producticn during the life of

the loan?

Project Criteria Solely for
Economic Support Fund

1. FAA 5:c,531i(a). Will this
assistance support promote eco-
romic or political stability?
To the extent possible, does it
reflect the policy directions
of cecticn 102%

b. FAA Sec.533. Will assistance
under this chapter be used for
military, or paramilitary acti-
vities?

AlllEX I
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strengthening of these de-
centralized institutions.

AID's mos%t concessional terms
apply tc this lecan. The Gevern-
ment has the capacity to repay
and the prospects for repayment
are gocod.

Project will not assizt any
productivz enterprise which
will compete in the U.S, with
U.5. enterprise.

N/A
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5¢(3) - STANDARD ITIM CUECKLIST

Listed below are statutcry items which normally will be covered routine-
ly in those precvisions of an assistance agreement dealing with 1its im-
plementation, or covered in the agreement by imposing limits on certain
uses of funds,

Thes: items are arranged under tie general headings of (A) Procurement,
(B) Construction, and (C) Other Restrictions.

A, Procurement

1. FAA Sec.602. Are there arrange- Competitive bidding will te
ments to permit U,S., small business wutilized.
to participate eaquitably in the
furnishiny of goods and services
financed?

2. TAA Sec.6Ch(a). Will all ccm- Yes
modity procurem:nt financed be
from the U,5. except as other-
wise determined by the President
or under delegation from him?

5. [MA Sec.GU4(d). If the cooper- Bolivia does not so discriminate.
ating country discriminates
against U.S. marine insurance
companier, will agreement re-
quire that mariase insurance be
placed in the U.5. on com-
medities financed?

b, TFAA Sec.fO4(:), If ofrchore N/i
procuremcnt of agricultural
commodity or product is to be
finariced, 1s there provision
against such procurement when
tue domestic price of such con-
modity is less than parity?

\un
.

FAA Sec.0608(a). Will U.S. Govern- Yes
ment excess personal property be
utilized wherever practicable i:

lieu of the procurement of new

items?



http:procurem,.nt

8.
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FAA Sec.602. (a) Compliance with Yes. This section will apply.
requirement in section 901(b) of
the Merchart Marine Act of 1936,
as amended, that at least 50 per
centum of the gross tonnage of
commodities (computed separately
for dry bulk carriers, dry cargo
liners, and tankers) financed
shall be transported on privately
owned U.S,-flag commercial vessels
to the extent that such vessels
are available at fair and reason-
able rates.

FAA Sec.621. If technical as- Technical assistance will be
sistance is financed, will such provided from the private
assistance be furnished to the sector cn a contract bacis.,

fullest extert practicable as
goods and professional and other
services from private enterprise
on a contract basis? If the fa-
cilities of other Federal agencies
will te utilized, are they par-
ticularly zuitable, nct competi-
tive with private enterprise, and
made available without undue in-
terference with domestic programs?

International Air Transport. Fair  Yes

Competitive i'ractices Act, 197h.

If air transpvortation of persons

or property is financed on grant

basis, will rrovision be made that

U.S.-flagm carriers will bte utilized

to the extent such service is avail-

anle?

FY 79 App.Act Sec.105. Does the Yes. All AID direct contracts
contract for procurement centain fur.ded under the Prcject will
a provision authorizing the termi-  have szuch a provisica.

nation of sucuo contract for the
cenvenience o7 the United States?



B.

Construction

L. FAA Sec.601(d). If a capital

(e.g., ccnstruction) project, are

engineering and professional
services of U,&.

mum extent consistent with the
national interest?

2. FAA Sec.611(z).

3. FAA Sec.620(k).

$100 millicn?

Other Restrictions

1. [AA Sec.122(e). If development
loan, is interest rate at least

2% per anrum during grace periad

et

and at least 37 per anrum there-

after?

2. FAA Sec.301(d). If fund ig es-
tablished =olely by U.G,
butions arnd ndministered Ly an

internaticnal crganization, dees

Comptroller “iereral have audit
rights?

3. FAA Sec.620(h).

the foreign aid projects or ac-
tivities of Communist-bloe
countries, contrary to the best
interests of the U,8.7

b, FAA Sec.636(i). Is financing

not permitted to be used, without
waiver, fer purchase, long-term
tease, or exchange of motor vehi-
cle manufactured outside the U.S.,
cr guaranty of such transaction?

firms and their
affiliates to be used to the maxi-

If contracts for
construction are to be financed,
will they be let on a competitive
basis to maximum extent practicable?

If for construc-
tion of productive enterprise, will
aggregate value of assistance to
be furnished by the U.S. not exceed

centri-

Do arrangements
preclude promoting or assisting

ANNFX I
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Project will finance only small
scale construction. Engineering
services will be provrided by
local firms and the development
corporations.

Yes

Yes

Yes

N/A

Yes

Yes



S

Will arrangements preclude use
of tfinancing?

a, TFAA Sec.10L(f). To pay for
performance of abortions or to
motivate or coerce persons to
practice abortions, to pay for
performance of involuntary steri-
lization, cor to coerce or pro-
vide financial incentive tc any
person to und2rgo sterilization?

b. FAA 3ec.€20(g). To compensate
owners for expropriated national-
ized property?

c. FAA 3ec.060, To finance
pelice training or other law en-
forcement assistance, except for
narcotics rrograms?

d. FAA Sec.bf?., For CIA activi-
ties?

e. FY 7) App. Act Sec,10L. To
pay pensions, ete., for military
Lpersonnsl?

. PY 79 App.Act Sec.106. Tz
pay U.S, asresement:?

g. Y 79 App. Act See.107. To
carry out provisions of FAA
Sections 209(4) and 251(h)?
(Transfer of FAA funds to rulti-
lateral oryganizations for lena-
ing).

h. FY 79 App. Act. Seec,112. To
finance the export of nuclear
equipment, fuel, or technology or
tu train foreign nations in
nuclear fielda?

i. FY 79 App. Act Sec.60l. To be
used for putlicity on prcpaganda
purposes within U.S, not author-
ized by Congress?

Yes

Yes

Yes

Yes

Yes

Yes

Yes
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DRAFT

PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS

Name of Country: Bolivia
Neme of Project: Departmental Development Corporations
Project Number : 511-05i1

Pursuant to Part I, Chapter 1, Section 103 of the Foreign Assistance Act of
1961, as emended, I hereby suthorize & Loen to the Republic of Bolivis
("Cooperating Country") of not to exceed Ten Million Three Hundred Thousand
United States Dollers ($10,300,000) ("Authorized Amount") to help ir financ-
ing certein foreign exchange and local currency costs of goods and services
required for the project described in the following sentence. The project
will provide financial resources and technical assistence to the Departmental
Development Corporations to improve their capabilities to Plan, design and
implement subprojects designed to improve the standard of living of the rural
poor in the following categories: agriculturel development, storage facili-
ties, agroindustry, water control and resources, land irprovement, marketing
facilities, reforestation end rural electrification (the "Project").

1 approve the obligation of the entire amount of the Loan in FY 1979 upon the
signing of the Project Agreement.

I hereby authorize the initiation of negotiastion and eXecution of the Froject
Agreement by the officer to whom such euthority hes been delegated in
accordance with A.I.D. regulations and Delegations of Authority, subject to
the following essential terms and covenants and major conditions, together
with such other terms and conditions as A,1.D. may deenm appropriate:

A. Interest Rate and Terms of Repayment

The Cocperating Country shall repay the Loar to A.I.D. in United States
Dollars within forty (L0) years from the date of first disbursement cf
the Loan, including o grace Period of not to exceed ten (10) years.

The Cooperating Country shall pay to A.I.D. in United States Dollars
interest from the date of first disbursement of the Loan at the rate of
() two percent (2%) ber annum durirg the first ten (10) years, and

(h) three percent (3¢) per anmun theresfter on the outstanding disbursed
balance of the Lcan and on any due ard uinpaid interest accrued thereon,

B. Scurce and Origir of Goods and Services

Except ror oceun shipping, goods &nd services i+ -ed by A.1.D. under
the Loan shall hazve their source &and origin ir *,. ‘ooperating Country
or in countries included in Code 9Ul of the A.:.:. ‘eographic Code Book,

except as A,I.D. may otherwise agree in writing. Ccean shipping financed
under the Loan shall be procured only in the United States or in the
Cooperating Country, except as A.I.D. may otherwise agree in writing,
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Conditions Precedent to Disbursement for Other Than Technical Assistance

Prior to any disbursement, or the issuance of any commitment documents
under the Project Agreement, other than to finance techaical assistance,
the Cooperating Country shall furnish to A.I.D., in form and substance
satisfactory to A.I.D.:

(1) A detailed implementation plan which shall include procedures for
designing, selecting, monitoring and evaluating subprojects and
shall demonstrate that procurewent arrangements for subprojects
satisfy AID procurement regulations;

(2) A manual which establishes requirements for the preliminary sub-
project concept document and the feasibility studies to be carried
out for each subproject consistent with eligibility criteria; and

(3) Evidence that a project implementation unit has been established
within the Ministry of Planning and Coordination responsible for
coordinatiig all Project activities.

Conditions Precedent to Disbursement for Individual Constructicn

Subprojects

Except as A.I.D. may otherwise agree in writing, prior to any disburse-
ment, or the issuance of any commitment documents under the Project
Agrcement, to finance individual construction subprojects, the Cooperat-

ing Country shall furnish to A.I.D., in form and substance satisfactory
to A.I.D.:

(1) Evidence of clear title to the land upon which construction is to
take place; and

(2) A maintenance plan for the facilities which will be constructed.

Conditions Precedent to Disbursement for Subprojects for Fach Cocperation

Except as A.I.D. may otherwise agree in writing, prior to any disbursement
or issuance of any commitment documents under the Project Agreement, to

finance subprojects with an individual departmental development corporation,

that corporation shall furnish to A.I.D. through the Ministry cf Planning
and Coordination, in form and substance satisfactory to A.I.D.:
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(1) Evidence that the corporation ha

(2) A statement of the responsibilities of the office and a plan
indicating how the office will carry out its outreach activities.

Special Covenants

ss toward achieving Project purpose. Further,
ns of this evaluation shall be used as a basis

Administrator

Date



AID 1630-29 {7-71)
SUPPLENENT

Project Title & Numb

PROJECT DESIGN SUMMARY

LOGICAL FRAMEWORK
Departmental Development Corporations (511-0511)

NARRATIVE SUMMARY
Pregrom or Sector Goal: The brooder objective 10

OBJECTIVELY VERIFIABLE INDICATORS

OR SUBMITTED.)
MEANS OF VERIFICATION

(INSTRUCTION: THIS IS AN OPTIONAL
FORM WHICH CAN 2€ USED AS AN A(D
TO ORGANIZING OATA FOR THE PAR

REPORT. 1T NEED NOT BE RETAINED

1
Exhibit G

Life of Project:

From FY_ 70 e FY_83

Total U.S. Fundi 10,300,000
Date Prepared:

PAGE 1

which this project coniributes:

Measures of Goal Achievement:

IMPORTANT ASSUMP TIONS

—

Improve the standard of living and

quality of life of the rural poor
in Bolivia.

Measurably improved standards of
living either in terms of employ~
ment availability or level of
income of the target group as a
result of subproject impact.

Joint annual evaluations will selecH
a sample of campleted subprojects
and compare the impact achieved by
the subproject with what was ex-
pected at the time the subproject

was developed and implementation
initiated.

Assumptions for achieving goal forgets:
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PROJECT DESIGN SUMMARY Lite of Projec E"F:“g;t G
/1D 1070 36 (7-71) rom to
UPPLEMENT | LOGICAL FRAMEWORK Total U.S. Funding $ %
. Date Prepared: I517) .
Project Title & Numb Departmental Development Corporations (511-0511) PAGE 2

NARRATIVE SUMMARY

O3JECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION

IMPORTANT ASSUMPTIONS

Preject Purpose:

To enhance the outreach capability
of the IDCs to plan, identify and
implement subprojects which will be

of direct benefit to the target groupd

Conditions thot will indicate purpose has been
achieved: End of preject status.

1. Permanent contact and coordi-
nation between DDCs and target
group population in rural
areas will be est~-lished.

2. Confidence will be increased
on two levels:
- The target group confident
that DDCs cen and will assis
in their development;

- DDCs confident that outreach
mechanism will help in )
identification and planning
of appropriate activities.

3. Camposition of all DDC staffs
will reflect rural orientation
and importance of outreach
functions with increased num-
bers promotors, extensionists
and non-econonmist social
sclentists.

4. Project portfolio reflects
increased target group
orientation.

1.

3.

L,

MPC and DDC records.

Updating data collected for
institutional analysis
utilizing seme methodology.

Requests by campesinc groups
for assistance.

DDC records.

DDC records.

Assumptions for achieving purpese:

1. The DDCs' technical capebility
for planning will improve.

2. Continued GOB support for
decentralized planning.

3. Rural communities are willing
to become more actively in-
volved in development and
implementation of subprojects.
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PROJECT DESIGN SUMMARY l';-'- °}$’°j§"’ Fy 83

A1 10.70-28 (3-79) rom Jo

29 sorze 2 LOGICAL FRAMEWORK Teral U.S. Fordimg. & 10,350 000

Project Title & Mumber: __Departmental Development Corporations (511-0511) Dete Prepared:_Jung PACER

NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS - MEANS OF VERIFICATION IMPORTANT ASSUMPTIONS

Outpurs: Mognitude of Outputs: Assumptiors for echioving sutputs:

1. Subprojects financed. 1. 35-50 subprojects implemented 1. MPC and DDC records. 1. MPC continues to support rural
in accordance with eligibility focus for DDC investment.
criteria and with emphasis in
agriculture sector.

2. Promotors/extensionists added to 2. Minimum of ten staff members 2. DDC staffing patterns. 2. DDC development orientstion

DDC staffs. on each DDC trained and hired remains in rural areas.
to be responsible for develop~
ment of outreach linkages
between DDCs and the target
group in rural areas.
3. Increased contacts with campesino 3. Permanent contact established 3. DDC records.
groups. between each DDC and a minimum
of five campesino groups. .
L4, DDC workshops to share experiences | L. Two workshops/year attended L. DDC records.
in establishing outreach mechanism by all nine DDCs. ’
5. Expanded financial resource basge 5. Report submitted to the MPC 5. Examination of report. 5. GOB is willing to act on

for the DDCs.

of expanding financial resoure

recammending potential means
base of the DDCs, %

recommendations made in
contractor's report.
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PROJECT DESIGN SUMMARY :;ife o;YPr$i90cf: Fy 83
A1 1020-28 (371) rom to
SUPPLENENT 1 LOGICAL FRAMEWORK o U.S. Fond % 157355500
Project Title & Number: _Departmental Development Corporations (511-0511) ate Prepared: ___Jline —

NARRATIVE SUMMARY

OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION

IMPORTANT ASSUMPTIONS

Inputs:
ATD

1. Short-term technical assistance

2. Subproject Fund

GOB

1. Counterpart for subproject fund

implementation Target (Type and Quantity)

1. 36 w/m $ 300,000
2. Resources for
) financing

subprojects 10,000,000

$ 10,300,000

1. Contribution to cost of:
subprojects $ 3,500,000

AID and DDC records

Assumptions for proviuing inputs:

1. USG and counterpart funding will
be available.

2. Current resource base of the
DDCs remains stable.
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Corporacidn de Desarrollo del Norte (CORDENO)

Introduction

The Department of Pando is the newest (founded in 1938) and most
isolated in Bolivia. It is so isolated - no access by land and only
two flights a week which are booked way ahead - that the contract
team was unable to visit CORDENO, The information we gathered on
CORDENO came chiefly from an interview with Lic. Urbano Franco,
Sub-Gerente of Planning for CORDENO, who fortunately was working
briefly in La Paz,

Leadership

CORDENO's current President is Lic. Miguel Salvatierra Barroso, an

cconomist. President Salvatierra moved up from the Gerente General
position to replace former President Captain Alberto Saenz, an Army
Engineer, in December of 1976, Because of a shortage of qualified

professionals in the area, CORDENO hasen't yet been able to refill

the Gerente General position and the Sub-Gerente of Engineering is

acting Gerente. The seven profecsional staff members that CORDENO

has are from the area, have good credentials and some of them have

beecn with CORDENO for extended reriods.

CORDENO has a Directorio established in accordance with the standard
guidelines sct forth in 1976 Law of the Corporations and it is
apparent from CORDENO': Operating Flan for 1979 and other sources
that the members of the Directorio and the organizations they re-
present play a limited role in coordinating and implementing CORDENO
efforts in the department.

Doctrine

CORDENO' s current doctrine is drawn directly from thc 5-year (1976~
1980) Development Plan for the Cepartment cdrawn up at the national
level., From 1967 to 1975, CORDEN?D focused its activities on urban
projects only. Currently, however, they report they are spending
approximately &0 per cent of their resources in rural areas - under

200 population. CORDENO, because of the lack of other central or
regional government agencies in the area, has had the full responsi-
bility of carrying cut the general and specific objectives of this
Development Plan., More so than in any other Department, CORDENO has
become the regional government for development of the Pando's resources
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and services to its 36,000 inhabitants. Thus, in 1979 (and for the
previous several years5 CORDENO's doctrine continues to be:

- Consolidate and diversify the department's economy and reduce
existing unemployment and underemployment,

- Maximize the efficiency of the extractive agricultural sector and
its related industry.

- Develop productive activities which generate employment and
substitution of local imports,

- Improve the quality of life and the income levels of the region's
population,

-~ Reduce spatial friction and integrate the region into the terri-
torial sub-system of the country.

- Develop an integrated system of urban and rural centers around
the capital city.

- Improve the conditions of economic and social infrastructure,
- Consolidate national sovereignty in frontier areas.

More specifically, CORDENO in infrastructure wants to link the depart-
ment up with the rest of the country by land, wants to develop road
links within the department and to provide electricity, potable water
and sewage where needed. CORDENO wants to make the existing agricul-
tural production that can be industrialized., It will try to meet the
existing needs in education, housing, health, transportation, energy
and sanitation,

Program

CORDENO's extensive list of projects for 1979 coincides with their
above discussed doctrinal approach. The 33 projects that CORDENO
lists in its Operating Plan correspond to the various sectors and
areas of emphasis. In 1978, CORDENO completed 90 per cent of its
project activities while spending all their alloted investment funds.
In 1977, they will be unable to keep up that record because they have
significantly more projects than funds. One unusual aspect of
CORDENO's program is its activities in the department's five urban
centers - Cobija, the department capital and the province capitals.
In these areas, CORDENO by default is in the business of providing
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electricity, water, sewage and telephone service to these communities
on a subsidized basis - last year at a cost of $b 2,500,000, 1In the
not too distant future, CORDENO hopes to go public with these
activities and reduce the financial and managerial drain on its

staff and resources,

Resources

CORDENO's projected budget for 1979 is $b 80,000,000, In 1978, it

was $b 75,000,000, The bulk of these funds are generated by a 1 per
cent tax levied by the central government on imports., Given the

size of the Department's population - 36,000 inhabitants - this is a
substantial per capita budget; however, this is outweighed by the
overwhelming handicap of lack of infrastructure with which the
department began., As presented in the 1979 Operating Flan, CORDENO’s
program calls for investment of approximately $b 100,000,000 in 1979.
As things now stand, it has only approximately &b 60,000,000 available,
In addition, CORDENO reports that administrative delays and problems
hamper efficient use of its budget; for example, CORDENO had no 1979
investment funds from January until lMay of this year because of delays
in approval of its Operating Plan by Min, of Finance,

CORDENO's current staff nuwnbers 120 employees up more than double
over the last three years (CORDENO's budget jumped from $b 36,000,000
in 1976 to $b 60,000,000 in 1977). Of the 120 employees, 7 are
professionals, 36 technical people and 77 support staff, CORDENO
spends 12 per cent of its budget on its staff and approximately 20
per cent in total on operations. CORDENO has difficulty attracting
qualified professional staff, so in addition to salaries they provide
housing and medical benefits for their staff, CORDENO hopes to
curtail any significant further staflf growth althcugh it still wants
to build up its agroindustry staff capability. Nuch of the recent
staff growth has been connected with the service side of CORDENO's
activities.

CORDENO is building at a cost of $b 13,700,000 their own headquarters
in Cobija.

In addition to their regular budget, CCRDENO has received approxi-
mately $b 1,000,000 a year since 1976 from ALDE (World Food Program)
for road construction. In 1977, they obtained $b 3,000,000 from
INALPRE and this year they are negotiating with the Central Bank of
Bolivia for a $b 15,000,000 loan for road construction (12 years,

12 per cent).
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Internal Structure

CORDENO's organigram (see attachment) is similar to the MPC model
with the major deviation being in the Empresas (Servicios) Sub~
Gerencia which, as discussed before, is really a service organize-
tion for electricity, water, sewage and telephones in the provincial
capitals. The remainder of the organization works by functions
rather than projects. Flanning Sub-Gerencia does preliminary diag-
nostic work on new project ideas and then passes “hem on to Engineer-
ing or Empresas for technical inputs, Majority o their work is then
contracted out to local construction contractors., For example for
infrastructure or social projects, CORDECO provides 50 - 80 per cent
of cost - depending on whether or not another government agency such
as MACA or Community Development Service was involved and the local
community will put up 20 per cent of cost in kind.

Linkages - (Outreach)

CORDENO is literally the big fish in the little pond in the department
so that everyone knows who and where they are, and both national and
local government and organizations look to them for guidance and
assistance, At the national level, CORDENO through the five-year
Regional Development Flan tries to coordinate central government activ-
ities in the region, CORDENO maintains a permanent liaison office

in La Paz for this purpose and also has program agreements with MACA
(Ministry of Agriculture and Rural Affairs) and IBTA (Tnstituto Boli-
viano de Tecnologla Agropecuaria). They are also working directly
with FAO on rubber and timber studies. In addition, they maintain
working relations with another two dozen national and local agencies
(see page 1b of 1979 Jperating Plan). Thesc clocest contacts with
campesino groups take place under their agricultural extension pilot
projects done in conjunction with the Naticnal Cormunity Development
Scrvice (SNDC). Currently togethcr with this service, they are
attempting to get campesinos in ten pilot arcas (1,000 people) to
produce rice, banana and corn. SNDC organizes cormunity groups and
CORDENO provides ceeds, tools and technical expertise through its
agricultural extension project.
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Tangibles Inage Value

- 1979 Budget - $b 80,000,000
1978 Received - $b 75,000,000

~ Staff of 120 employees; 7 profes-
sionals, 34 technical Teople

Doctrine,
=Lctrine

(1) Strengthen econcmy and
reduce unemployment;

(2) Increase efficiency of rubber and
brazil nut extractive econamy;

(3) Develop new sources of production

- CORDENO offers medical ang housing
benefits to staff in addition to
salary. No evidence of turnover
problem but difficulty in obtaining
qualified personnel.

Internal (4) Link up with rest of the country
- In process of building their own (5) Frovide basie services . - CORDENO staff value agricultural ex-
headquarters in Cobija. Program (See complete list) tension and agricultural industry
Agricultural development, inter and projects.
- ALDE program $b 1,000,000 a year intra departmental roads, agricultural
possiblo. ™ 1 19,00000 | gutengivn, scvonls, ST BRI | | ey are upset oy maage aclaye.
possible. Scwage, telephones, ’
- Backlog of funds with Ministry of Public requests - Apparent high public Opinion of
Finance because of delays in budget CORDENO
approval Basic services, roads. . o o
External - GOB has allowed budget to increage
- Subsidizing of urban services costs significantly over last few Years.
them approximately $b 2,500,000 a
year
High endurance factor because of There is ar apparent kigh degree of Blg fish in little pond syndrame evident.
recent history of GOB support, but Zgreement or concensus of need between CORDENO feels it is only hope for the
Sensitivity they are concerned about short-term the corporation ang its clientele. Department,

fluctuations in rev.nme amounts and
depenence on sole ~Jurce of income.

CORDENO is trying to meet expressed
needs on all fronts and still attempt
SelUree it Lolnomie devielothient

projects.
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Corporacidn de Desarrollo del Bend (CCRDEBENI) ’

Leadership

The President of CORDEBENI, Cnl, DIM Elfas Gutierres Ardays, 1is a

native of Trinidad, who has been in comisién (on loan) from the

Bolivian Army for the past two years, President Cutierrez graduated

from the Bolivian Army University with a degree in Military Engineering -
specialty in construction. From 1956 to 1978 he held a series of

Jobs as Chief of Construction, mainly for road building., Based on

his two-year experience with CORDEBENI he feels that its greatest chal-
lenge is effectively grouping and motivating the department's carpe-
sinos - especially to produce now imported cereal and vegetable CrCrs.

Next in CORDEBENI organization shculd be the Gerente General, who
ideally oversees internal operations allowing the President to
devote more time to CORDEBENI's relations with the public. However,
as was the case with CORDECO, this position will not be filled in
the foreseeable future, The new statutes approving this position
are being approved but no additional action will be taken.

CORDEBENI's Sub-Gerente for Plannirg and Programs is an econcuist
with regional planning training through the CINDER program, Hec has,
for the last fowr years, presided over the slow growth of this
gerencia from one man (himself) to a dozen plus an IWE statistics
team., He feels that his gerencia is still very much in the develop-
ment stage. Even though shown on the attached organigram, therc is
currently no Sub-Gerente for Empresas for the same rcason there is nc
Gerente General. The Sub-Gerente for Engineering is a native <f Beni
who holdc a degrec in civil engineering from the Zruro School of
Engincering. He has been with the Corporaticn as Head of Construc-
tion and then Engineering since 1975. He has also zerved as interim
President of the Corporation. The Sub-Gerente for Administration

and Finance has been with the Corporation one and a half years aund

is concerned with the coryoration's low budget.,

CORDEBENI's Dircctorio, forwed and staffed at the seme time and in
the same manner as the other corporations, has however not played
an active role in the corporation's activities. The corporation
hasn't participated in CORDEBENI's plannirg process nor does it
make strong program recommendations. Cne Directorio member stated
that CORDEBENI hacd to begin doing econamically sound rrograms and
projects aimed at exploiting the department's natural resources.

He also mentioned that CORDEBENI has not yet projected a strong
public image and that many people felt that the department wasn't
getting enough out of the corporation and that it was overstaffed,

¥ CINDER is a Latin American association for rural development. It
is headquartered in V=2nezuela.
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Doctrine

CORDEBENI is in basic disagreement with the doctrine laid out by the
central government in the S-year (1976-1980) Development Plan for

the Nation and each respective Department., The corporation feels that
the Beni Department was given short shrift in favor of other areas

of the country and that a new strategy should be develop~1 which will
provide Beni with the financial resources to develop its infrastruce-
ture so that it can exploit its natural resources and contribute more
efficiently to the country's GNP, To achieve this, CORDEBENI reels

it needs to carry out the following doctrinal approaches to development
of the Beni:

- Construction of economic and social infrastructure.

- Aim technical assistance at productive social and economic
activities,

- Protection of natural resources and preservation of ecological
equilibrium,

- Better the agricultural productive systems, espccially their
commercialization and industrialization to achieve total use of
their products, sub-products and derivatives so as to achieve
multiplier effects,

- Achieve total use of renewable natural resources such as wooa,
fishing, coffee, cacao, medicinal plants, rubber, brazil nutc,

- Foment the formation of production cooperatives, which constitute
real units of production.,

- Strengthen technically, financially and institutionally CORDEBEIIL,

Program

As was true with many of the corporations wntil two yeers ago,
CORDEBENI did only urban/social infrastructure programs and rrejects,
This is demonstrated in past completed projects (see attachment),

In 1979, CORDEBENI made an attempt in preparing their proposed invest-
ment budget of $b 100,000,000 to address the above listed doctrinal
approaches; however, due to both their inexperience in planning and
implementing these new, more development oriented brojects and serious
financial constraints (the final approved investment figure wag



Annex II
Exhibit A (2)
Page 3 of 10

approximately $b 60,000,000), CORDEBENT's 1979 budget (see attach-
ment), as finally approved, eliminated 6 out of 13 activities in the
Agricultural Sectors - chiefly new projects such as cooperative
development type activities, development of vegetable production,

pigs, poultry, timber development, study of Possibility of installaton
of plant to produce commercially fruits and vegetables, and study on
production of medicinal plants, also eliminated from the industry sec-
tion were studies on rubber and brazil nut industrialization, Over

the past several years, CORDEBENI has tried and now apparently just
about given up on the building of a cattle brocessing center in
Trinidad. The center would handle slaughter, refrigeration, and

use of byproducts including leather, After several years of effort,
CORDEBENI has given up the effort apparently because it was out-
weighed politically, While the agricultural sector Tunding represented
15 per cent and industrial sector 7 per cent of the total budget,

these figures are roughly the same as last year and in fact half of

the agricultural projects are carried over “rom last year, See attached
sheet for list of projects completed by CORDEBENT through 1978,

Obviously then CORD™ JI's Program continues to be dominated by
social infrastruct. projects (7% per cent of 1979 budget). This
breaks down into 7 per cent for transport (caminos vecinales -

$b 1,200,000; and $b 3,000,000 for maintenance shop construction),
electrification chiefly in the rural areas for 25 per cent, and most
of the remaining 46 per cent for urban infrastructure streets, sewage,
cte., mainly in Trinidad. To get itself out of the urban service
syndrome, CORDEBENI helped form and is currently funding an organiza-
tion - AROS-BENI - which will eventually be able to take over provi-
sion of potable water and sewage in the urban area, To date, progress
has been slow, and the corporation has much of its hoves pinned on
obtaining a BID loan for these activities,

CORDEBENI's internal and regional planning activities arc obviously
in real need of the upcoming technical assistance they will receive
under the regional planning grant. Their current nlanning, as
reflected in their Cperating Flan, programs and rrojects, is done
without basic information or studies and without attention to problem
identification and related development of solutions., CORDEBENI has
thrce projects which are managed on their own: a ceramica roja plant
which produces bricks, blocks, tubes, etc.; an exyerimental farm ang
a rice silo and storage program. The cerdmica roja plant operates at
a loss because CORDEBENI keeps its prices low because it is the
principal client, The experimental farm has made a Profit the last
few years, and the rice storage troke even,
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Resources

CORDEBENI is the corporation most financially dependent on the central
government, It obtains nearly 100 per cent of its funds from the
Tesoro Nacional, CORDEBENI's total budget for 1979 is $b 100,382,000
of which approximately 15 per cent goes for operating costs (includ-
ing salaries), 15 per cent for debt repayment, 10 per cent for
operation of the cerémica roja plant, the remaining 60 per cent is

for investment. 1In 1978, the total budget was for $b 74,210,300

with $b 38,000,000 for investment; this year the total for investment
was over $b 61,000,000, a substantial increase which belies CCRDEBENI's
camplaints unless seen in light of their original request of

$b 100,000,000 for investment. As of June 1979, however, CORDEBELI
had only received $ L, 700,000 out of its alloted investment furds
(approximately $b 30,000,000 were due by then) as the Tesoro Nacional
failed to provide them both because of slow approval of the Operating
Plan and slow handling of the funds. CORDEBENI's corplete dependence
on the central government dole should not be underestimated in term:s
of impact on corporation nmorale - they feel like black sheep because
they are the only corporation without substantial outside income.,
CORDEBENI owns its own building - a gift from the government - but
hasen't had it asscssed for value. In addition, it has approximately
$b 14,000,000 in ecuipment. It received a loan in 197¢ of US$ 1,500,000
for purchase of road building equivment for the La Paz - Trinidad
road; it also has borrowed for INTFRIMACC a local heavy equipment
distributor for purchase of agricultural eauipment for approximately
Us$ 1,000,000, 1In addition, it rarticipates in the ALDE road build-
ing program to th= amount of approximately 3$b 1,000,000.

CORDLBENI's current stalf numbore 766 ur substantinzlly over the last
few years, The 25%-rcrse. staff Lrouge dow. irto tfour distinct
categories; rI'irct, there ar CURDEBLIII'o o iministrative and Froject
staff nunbering 170, then she stail of the Cordlica Poja plant
numbering KO, the staff o the lan Yoepwlador or Urban Development
Flan with 10, and finally thc ARC.-BINT ctasf with 20 peorle, All
255 are perpancit wzployc:s, but awve uwdrinistercd wiffereatly ldepernd-
ing on where {hey swre located.  Ghe D65 break dows into eight (eorle
at managenient level - five in CORLEZETI 1tsell, 30 university gra-
duates, 26 in CORDEBENI, €2 techrizal weoplo, LS in the corperation,
and the remaining 153 are administrative, sovvices cupport and blue
collar workers. CORDEBENI staff is noticeably chort in profecsionals
and technicians trained in agroindustry and integrated development.
CORDEBENI has significant problems attracting and holding qualifiec
personncl. For example, they recently opensd employment applicaticns
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for two engineer and one architect positions, and they received no
inquiries from interested job-seekers. CORDEBENI's current staff is
obviously swollen by the addition of the three special staffs, It
seems that the corporation hasn't yet learned to develop projects or
studies needed for the department without rermanently building up
their staff,

Internal Structure

Ls have most of the corporations, CCRDEBENI has recently adopted the
MIFC suggested organigram (see attachment) model, However, like
CORDECO, CORDEBENI has not filled the Gerente and Sub-Gerente of
Empresas slcts reflecting the relative unimportance given to these
positions by the leaders of the corporations. The sub-gerencia of
planning and projects is (and has bezn for the last few years)
trying to figure out what its role in the corporation should be,

As currently constituted, CORDE." srlits projzct design and imple-
mentation activities between the planning and projects gerencia and
the engineering gerencia dependirg on the type of project. For
projects other than feasibility studies or infrastructure, CORDEBENI
performs the work. Feasibility studies are funded and carried out
by INALPRE, not thc¢ corporation. Infrastructure rrojects below

$b 600,000 are carried out by the corporation above that they are
conlracted out.

Linkages

CORDEBENI has links with :wmerous central government ana other regional
development corporaticns; it has a systenm or appointing an honorary
corporation representative 2t the rrovince level to werk with alcalces,
sub-prefectos and other local governront revresentatives; it hse
attempted to but still has no 1enh contact with tne bulk of the
campesinos in the departmend, b workling agreemerts it
IBTA, INAN, INALCy, MACA, CBF, CORInIAL S, CORDEDAZ, CORLECRUL,
servicio Hacionsl de Caminos - CLIAC, the Chinese pilateral micsion,
and USAID (cxverizontal statior), CCRLEBYLT uses its rrevineial
representatives to coordinote ane crps:ize reauests for programs ar
projects frop Iyvaoal ~rficlals in coujunction with itg crerating Fla:.
submiszion cycl@. The Corporaticn is aware of its lack of success in
dealing directly with canpusine grours (the Villa Banzer preject {or
example ), It fecl: that the major coastraiat involved in impl moaving
agricultural sector campesino-orientsd projects is the organizatic:,
and motivation of the campesinos. Toward this «nd, the corporation
has developed rcontacts with the iational Cormunity Development

Service and the Cooperative Developnont Service and has set up ics

own one-man cooperative division within the planning and program
gerencia.  However, much more has to be done before this hurdle is
overcone,
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|
Tangibles Image Value

- 1979 Budget - $b 100,382,000
1978 Received - $b 74,210,300
Nearly 100 per cent Tesoro financed

- Staff of 255 employees, L0 profes-
sionals, 62 technical people

Doctrine. (1) Economic and social infra-
structure; (2) productive technical
assistance (3) protect hatural resources;
improve agriculture, industrialize
and commercialize it; (5) use available
natural resources; (6) fament production

CORDEBENT has difficulty attracting
new staff.

CORDEBENI staff value agricultural
and cattle Programs, but are doing
urban social infrastructure.

Internal cooperatives; (7) strengthen CORDEBENT,
- Own their building plus CORDEBENI staff not visibly upset
$v 14,000,000 in equipment Program. (See camplete 1979 1list) over lengthy investment budget
- Social infrastructure including delays.
- ALDE program of $b 1,000,000 a year electrification, urban potable
water, sewage, and caminos vecinales,
~ Agricultural and industrial studies,
agricultural experimental station and
farm,
- Backlog of funds with Minister of Public reguests Fair to low public opinion of
Finance because of budget approval CORDEBENT.
External and other delays. Urban sociel services.
GOB has increased corporation's
-~ Debt cervice repayment costs them budget.
approximately $b_ 20,000,000 a year.
Although a Government of Bolivia There is a sharp difference between the CORDEBENT staff doesn't value what
agency with a permanently assigned two clients of the Corporation. ™he it is currently doing, but rather
development task and presumably urban clients uare very aware of the what it could do.
permanent funding, the corporation corporetion, are strong in their belief
experiences frequent monetary crises that the corporation should supply them CORDEBENI feels like the black sheep
Sensitivity brought on by delays in receipts in sociel infrastructure. The rural in the Development Corporation flock

approved funds and annual funding
petitions.

clientele are largely unaware that the
corporation is supposed to help them;
however, the CORDEBENI steff for the
most part feels their real work is in
the rural areas.

because of its lack of fixed financ-
ing.
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1974
1974
1974

1974
1975
1975
1975
1976

Enladrillado,x Relleno de Tierra y Drenaje
Electrificacién

Electrificaciln en Provincias

Estaciln Experimental de Agricultura
Cerfaica Reja Trinidad

Complejo Agropecuario San Carlitos -
Colonimacidén Villa Banser

8ilos y Beneficiadera de Arros
Inventariacién Forestal Zona Chimanes
Agua Potable y Alcantarillado

LOCALIZACION

Trimidad
Trinidad
Departamental
Trinidad
Trinidad

Prov. Marbén
Prov, Marbéa
Prov, Cereado
Prov. Ballivién
Riberalta
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=L DEBENT
BR_E ¢ u B 5 0 5 Tozxal BECuRSOS T TTTTTmemmeeeee- -
ROGRANAS CRED.IWTERNU  ~T.G.h: PRESUPUESTO REMESADOS EJECuTADO SALDOS SOBREGIRO
LiALFRE AJuSTADO

R PR e KAt ULy N + 7 5U.CC0. 00 490504000, 00 4.525. .96 1.234.654., o4
~ Bstudic Prod.Vacunas Aftosa,Rab,.y 3r. 800.000. 00 200.000. 00 1. 000.000. oo 200. 000. 00 1.000.000. 00
- <oaplejo Asropecuario 3ar Carlitos T.000,000.0 00 2,020,000, 0o 3000, 000. oo 2.819.289.05 180.710.95
- i3b. Experim., Perotd (IZTi) 1.100,. 02 .00 1. 100.000. 00 1. 100, 000. 00 1.056,163.53% 43.836,47
- ~entro Des. Cultivo Arroz 660, 000,00 ©60.000,. 00 660.000.00 649.913.38 10.086, 62

krograma 02: SECTOR L.DUsSIRIAL 2.400.000. 00 4.000.000. 00 2.400.000. 00 2.269.8%2.88 1.822.805, 75 2.638.6
- Tlanta de 3ilos ¥y Senef. Arroz 1.02G,000. 00 1.000.000. 00 1.000.000. 00 966.640. 25 33.359.75
- <studio Fuctibilidad ZJoz. , ader. Chir. 1.503.00C. 00 400,620, 00 2.000,000, oo 400.000.00 210.558.00 1.789.446, 00

- Ampliacidn Cerimica Roja 1.000,000. 00 1.000.000. 00 1.000,000. 00 1.092.638.63 92.638.63

frograwa 03: SECICH 2,ER3GIA 12.110.220. 00 12. 119,000, oo 12.119,000.00 11.872.0R6. 260, 751.11  _13.777.44

- .mpliacibn Red Distrih, Trinidad 4,794,000, oo 4.794.000. 00 %.794.000, oo 4.807.777.44 13.777.44
~ ampliacibn Bed Distrib. Riberalta 1.700.000. oo 1. 700, 000, oo 1. 700.000. oo 1.691.178. 00 8.822.00
- irpliaciba Hed Distrib. Guayaraszerin 1.500, 000, 00 1.500.000, 00 1.500,000.00 1.492.887.3%6 7.112.64
- supliacidn Capac. Instalad. Sta. Ana 1.500.,030. 00 1.500.000. oo 1. 500.000, oo 1.476.363.83 23.636.17
- Tlectrif. 10 Poblaciones Rurales 1.98C.000. 00 1.980,000. 00 1.980.000. oo 1.969.117.70 10.882. 30
- Muntenimieuto Coop. Edéct Provinciales 645.000. 00 G45.000. 00 545.000. 00 434,.702.00 210.298.00

Programa O4: 3SEC.UR TRANSFORIES . 2:060.009. 09 2.060.000. co 2.060,000. 00 1.805. 251.36 296.958.27 282.209.63
- Zquipo Zav:ne:ro S0 07 .20 L. 20, 00 600.000. oo 108.122.11 491.877.89

-~ Iugtalucibn Maestraaza el auivL00 1.14.0.0, 00 1.100.000, oo 1. 342.209.63 242,209.63
=~ vaminos Veciniles 36C.020. o0 360,000, oo 360,000, 00 58.919.62 5.080.38

Irograma 0%: [ i37CR UQ0.0 1500 17,381,047, 00 11.281.0.X. 00 9.031.000.00  10.025.747.56 1.415.298.36 45.92
- "nladrilisde I2rin:dad CAl 00 2 1. 774.500. oo 2.409. 180.99 590.819.01
- Relleuo 2e Di«rr. 2rinidad ¢ 3o.00 7.555.50C. 00 5.056.500. 00 3.431.849,.90 124,650, 10
~ Zonstruccibn Puunte Zeszenterio 10,8 0. 00 135, X0l 00 100, 000. oo 100,000, oo
- Plau Hegulador Trinidad 1.52C.002. 00 1.500,000. 00 900, 000. 00 1.486.351.58 13.648,42
- Coras Iiblicas s.. Proviacias 1.300.000. 00 1. 30C. 000. 00 1. 300,000. 00 1.113.819. 17 186.180.83

- Ripiado Av. Circunvalaczién 1,584,520, 00 1.524.500, oo 1.500.000. oo 1.588,545,92 45.92
- agua Potable San dorja &0C, 000, oo 800,000, 00 400,000, oo 400,000. oo

Prosrama 06: 3EC.CA SALIZANI..TC BASISC 2.000.000.00  _1.000.000.00  _1.000.000. 00 888.556.00 111,444, 00 e
- Drenaje Iri:i:lad 1.007.3C2. 00 1.GD 00000, oo 1. GUG, 000, oo 888.556.00 1114484 00

Programs 07: SECTOR OTROS 1.200.020. 00 1.227:800.00  _2.%27.800.00  _1.077.800.00 --20.250.31 1.6872.549.69
- Promocifu y Poms.to de Cooperat, 500.02C. 00 530.000. 00 350.000.00 358.892.97 141.107.03
- Eat. Soclo-econbm. Carret. 7dad-L.P.531.220,.037. 00 300,000, 00 1.500.000. oo 300,000, o 1.500, 000, oo
- Obras Socigles 427,800, 00 427.800.00 427.800.c0 381.357.34 46, 482,66

TOTAL GENERAL 3.600.000. 00 35.147.800. 00 38.747,.800. o0 32.647.800, oo 32.067.030. 40 7.020.441.22 348.671.62
CLLLIEETET TN LT TP i S it [ as ammas-zcmax nsun

irinided, 31 de Diciembre de 1978
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Corporacién de Desarrollo de Santa Crug (CORDECRUZ )

Leadership

CORDECRUZ's current President, Ing. Oscar Serrate Cuellar, is a
native of Santa Cruz, who has headed the corporation since November
1978, He has a degree in Electrical Engineering, a Masters in
Systems Analysis from the Sorbonne, and is currently a doctoral
candidate at the Sorbonne., President Serrate was attending the BID
Latin American Program Conference in Jamaica during our visit, The
Corporation's Gerente General 1is Arq. Fernando Prado, a young,
dynamic native of Santa Cruz, who typifies CORDERENI's sub-gerentes.
Arq. Prado is incidently the brother of the current Minister of
Planning. Taken as a whole, the top management of CORDECRUZ projects
a strong image of professionalism and dedication to the development
of the department. Likewise, the corporation's Directorio plays an
active role in setting corporation priorities. For example, Gerente
Prado reported that 1978 was a year of self-criticism and re-
establishment of goals for the corporation. Furthermore, the
corporation in conjunction with the Directorio has rzcently decided
to shift CORDECRUZ's operational strategy so that it will be more
of a support agency than one that orovides direct intervention, In
this line, the corporation will no longer provide budget support tc
either foment industry or bolster low central government Ministry
budgets.

Within CORDECRUZ operaticnal procedures, the President makes and
maintains external contact with Organizations, agencies, the general
public, etc., while the Gerente oversees internal activities und
program progress,

Doctrine

CORDECRUZ's doctrinal approach is solidly grounded in its work on
regional planning. Up until 1970 (the corporation was formed in
1945), it focused solely on urban infrastructure. Since then it
has gradually exparded out into the area of regional development
with new focus on agricultural and industrial development. Some
of the more important studies used by the corporation to set its
approaches are:

~ El Macrodiagnbstico Regional - a2 1975 summary of all previous
sectoral and sub-regional analyses,
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- La Estrategia para el Desarrollo Socio-Econbmico de Santa Cruz
(1975 - 1985).

- El Plan Quinquenal Regional (1976 - 1980).

- El Plan Quinquenal para el Comit? de Obras Péblicas (1976 - 1980).

- El Diagndstico Agropecuario (por consultorfa),

- El Estudio de la Mano de Obra Calificada en el Departamento de
Santa Cruz,

- El Estudio de Mercado de Profesionales (por consultoria).

- El Programa Bienal Agropecuario.

- Flanos Operativos Anuales,

- Proyectos de Des.. ‘0llo Rural Integrado.,

- Diagndstico Industrial del Departamento de Santa Cruz (1979).

- Flan Agrfcole - Gestidn 1979 - 1980.

CORDECRUZ's aims in 1979 are:
- Activate and solidify the process of regional development,
- Increase the department's absorbtive capacity for productive labor,

- Gradually incorporate the low-income social groups into the
development process.

- Rational =e the exploitation of natural renewable resources,

- Incorporate new geographical areas of the region into the develop-
ment process,

CORDECRUZ' s policy is oriented along the fcllowing lines:

- A reorientation of corporation sectoral resources, transfering
gradually the public works services to other entities, This
implies an increase in the proportion of resources destined to
the productive sectors and for the support systems to support
them,

- Implementation of industrial projects consider strategical from
an economic, social and spatial roint of view,

- TFoment the development of the agricultural and industrial sectors
via participation in the creation of favorable conditions and
support and incentive mechanisms.

- Collaborate in the provision of general support systems for
regional development in the Socioeconomic, education and health
fields.



Annex II
Exhibit A (3)
Page 3 of 10

- From the point or view of the spatial economic development of the
corporation it should carry out activities tending to meet the
following objectives:

- Consolidate the process of development of the integrated sub-
region (Santa Cruz and environs),

- Strengthen and plan the development of the Santa Cruz - Montere
micro-region,

-~ Create the basic conditions to incorporate the stagnated sub-
regions into the process of regional develonnent,

Program

To implement the above listed policies in 1979, CORDECRUZ has projects

in the areas listed below (see attachment for actual vrejects, types
and amounts),

~ FPhysical Planning

- Regional Planning

- Corporation Planning (Internal)

- Industrial Development

- Agricultural Development

-  Energy

- Transportation and Communications
- Education and Culture

- Public Health and Basic Sanitation
- Urban Development and Housing

- Multi-Sectoral Projects

Iixamination of CORDECRUZ' s budgeted rrojects shows that they are
indeed noving away from public works services of previous years
toward the productive sector especially industry ard agriculturs.
In 1979, they project spending (the e figures are subject to some
minor fluctuation over the vear) arproxirately ©2 per cent of their
total investment budget ca 13 rrojects in industrial sector. They
have three large projects - a coment plant, cotton plant and an
industrial park which will consume almost &0 per cent of their
industrial budget although they are counting heavily on external
funding sources - BID, Eximbank, ete. - to fund major portions of
these projects. In the agricultural sector they plan to spend
approximately 9 per cent of their budget on 16 projects. Four
relatively large projects will use up the bulk of the funds. They
are: a project to investigate and analyze the department's agricul-
tural potential together with the Ministry of Agriculture and the
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local University, a feasibility study on an irrigating system in the
Santa Cruz integrated sub-region, implementation of ar integrated
rural development project in the area of San Ignacio, and finally a
study on the agricultural impact of the new road from San Ramdén to
Trinidad, CORDECRUZ is trying to use the integrated rural development
methodology to meet its doctrinal ovjectives of incorporating new
geographical areas of the region into the development process and
incorporating low-income groups into the regional economy, To date,
it has had experience in two eareas - San Javier and San Ignacilo -
and is planning to expand this type of activity into two new areas
in the near future (prelbninary studies already funded),

In addition to these two areas of emphasis, the Corporation continues
to function, though at a reduced scale, as a mini-mizisterio for the
department providing social infrastructure and general support across
a wide spectrum of activities, They report however that they have
now stopped doing the work of the ministries nor do they undertake
industrial projects unless there is real private gector interest,
financial commitment, willingness to ranage the rrojects and no neced
for the corporatiorn to put up more than 10 per cent of the funding,

Resources
=20 Ces

CORDECRUZ' s projected budget for 1979 is, ac it was i~ 1972, approxi-
mately $b 1,000,000,000 cf which 25.30 per cent is for operating
costs and the remainder for investment, Because of the uncertainty
of its income sources - CORDECRUZ gets over half of its income rrorm
petroleum royalties which are tied to variable oil production, the
corporation depends on internaticral borrowing for the bulk of its
remaining investment rescurces. The budget amount for 1972 is an
estimate only.

Several things are striking about CORDECRUZ' s budget, First of theze
is its size, Second, its freedow f'rou derendence on central govern-
ment contributiong. Third, its succese in tapping into international
loan funds, TFor example, CORDECRUZ! - budget represente 50 rer cent

of the total annual funds available to Bolivia':s Pavel opment, Corrora-
tions; as of 1976 CORDECRUZ had reeodlved ¢F,5 per cent of all cxterual
funds lent to the corporations; and central govermrent transfers to
CORDECRUZ have beer almosé non-cxistent in recent rears although it
docs obtain funds rrom various rixed taxes,

CORDECRUZ then is in fairly strong budgetary concition and will
remain so for the r'oresecable Tuture, Coviously, it will not be
able to borrow as heavily in the future as in the past (see attached
list of loans), but it still hag a healthy financial outlook,
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CORDECRUZ has completed an impressive amount of Public Service work
in this decade which now gives it the relative freedom to move out

of the service business and into more development oriented activicies.
For example, the corporation has essentially completed the provision
of urban services, water, sewage, paving, electricity, etc., in the
region of Santa Cruz and most urban areas of the department. This
base of infrastructure removes substantial public pressure for these
types of projects from the corporation,

CORDECRUZ' s staff now numbers 545 employees - up approximately 10

per cent over the past twe years., The staff breaks down into 145
professionals - university trained, 12 high-level technicians, 49
secretaries, and 339 general workers including techricians. CORDECRUZ
attracts and is able to keep dynamic, professional staffers with good
professional training and backgrounds, CORDECRUZ has fixed assets -
buildings, machinery, vehicles, equipment - worth arproximately

$b 80,000,000,

Internal Structure

CORDECRUZ's organigram illustrates the size and scope of their progran.
The President focuses on Dollcy and public affalru, the gerente on
internal workings. The Comit$ Asesor de Polfticas e Inversiones is

the forum in which most of the organization's political decisions

are mede - membership includes President, Gerente, Chiefs of Planning,
Projects, Administrative Units and the firancial advisor. Operaticnal
decisions are made in the Comité de Operaciones by the Gerente, Unit
Chiefs, and the heads of Organizaticn and Systems and the legal
department.

Typically prcjects flow from the planning uait which does prelininury
analysis to the project unit where it is put inte project format thoen
into consultation with the appropriate technical wiit for firal pro-
paration. Each project is respectivcly ascigned individuals res-
ponsible for its planning, developrert and adiinistration. I addi-
tion for largc prejects a separate Directerio is appointed to over-
sce progress. Depanding on size and type of project, CORDECRUZ will
do its own studies and implementation work ~r contract it out.

Linkagcs (Outreach)

CORDECRUZ attempts to coordinate develomrent of the department with
central goverument and local gev:rnment groups at various levels and
using several mechanisms. This year, it will attampt to strengthen
its assigned role of departmental development coordinator along two
fronts. First, it will create and develop a new system for flow of
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information between Lhe corporation and the Ministry of Flanning ana
Coordination so that it can be better informed about national level
policies and priorities, Second, it will promote the creation of an
Inter-Sectoral Coordinating Council (CORDISEC) as a consultive body
at the level orf Presidency of the corporation for representatives of
sectoral and local institutions of Santa Cruz,

CORDISEC's objectives are:
- Interchange of information on projects or plans of the institutions.

- Feedback to the Presidency on the reglonal planning strategy and
plans being developed by the corporation or already existing,

The corporation's Regional Planning Unit is to act as technical secre-
tary of CORDISEC and special commissions - task forces will be esta-
blished for each of the major sectors from the merbership,

In addition to this effort, the corporation has a history of workiigz
directly with local groups. In thesc efforts, they have evolved or
are cvolving various organizational techniquzs for orgarizing or
maintaining contact., The cirporaticr's rreject relatsj apprcach is
to form cooperatives for public works services such as rural c¢lece-
trification., To date, they have forreg 115 coops of this type arnd
are also using the cooperative developrent arproach in their inte-
grated rural programs. Arnother riechanism that the corpeoration uses
is the formation of comités cfvicos of local leaders irn copmunities
who then funrel requests for assicstance to tha correration, There
are 25 of these comités cfvicos currently in existoernce In the San
Ipnacio area - their first intesrated rural develirmont prograr -
CORDECRUZ establinncd a Provincial Developzent Counleil as a rilot
attempt to oreanize local grours at the provineial level, Members
include mayorc, revresentatives Tron comités civi;cg, reyrezenta-
tives from cammesiro organization., and representatives I'rom the
church.

The corporatiorn ha- WOrking agreen.ntn with “erelopment
Service, Ministry of Agriculture, sdnistyy or taweation, Ministry

ol Health, the local farmers aps catilenen's associations ang
CORDEBENI, CORDECO, CORDZCH, ard CUIETAR.
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Tangibles

Image

Value

Internal

Staff. 545 employees - 1L5 are
University trained professionals,

Budget. Planned 1979:  approximately
$b 1,000, 000,000. Roughly the came as
in 1978.

Areas of Project Experiencc. Cocia
infrastructure, Industrial, Leviloprment,
Agriculture - including integriisgd
rural development.

Others. Approximately b £0,000,C0C in
fixed assets.

Doctrine., (1) Re-orient activities away
from services toward productive activi-
ties; (2) implement industrial projectss;
(3) support agricultural and industrial
sector development; (L) help provide
general support systems; (%) consolidate
dervelowment in Canta Cruz area;

(€) incorrorate other regions into
rrocess,
Frogram. Strssses Industrial arg Agri-
culturzl Levelopment, 62% Industry, 9%
Agriculture, znd downgrades, but still
rrovider szome bocial infrastructure.

- CORDECRUZ employees put high value on
their work.

- They want to be on the leading edge
of department's development and this
agrees with corporation approach,

External

CORDECRUZ has a substantial outetar
debt to service based or it- borrewing
over ths last ten years.

Focused still on

2, coclel infrastructure.
ence of intersst in indus-
iculturs

Public reguests,
T L T———
Servie
Although ¢vig

- Very high public opinion of *he corpo-
ration. Public feels it is the em-
bodiment of their rigints to develop.

- Corporatior. is very important since it
represents their participation in the
benefits from oil production,

Sensitivity

Very high «.durunce factor Lecaune
secure income sources and agroceive
approach to obtaining international
financing.

: and program
i, 1.2, both

te clisntele agree
is trying to do although
the general public has not yet fully
caught ur with implications of new
thrust,

Good atmosphere of mutual support between
public and corporation.
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6.0, PRESTAMOS DE FUENTES EXTRANJERAS. -

ANO CREDITO MONTO EN $US. PROYECTO
'.968 B, I. D. 5.800.000. - Alcantarillado
1.977 B. I. D. 6.500.000. - Parque Industrial
1.977 CITICORP 3.345.000.-~ Planta de Queso

Complejo Maiccro

Alimentos Balanccados

1.977 BANK OF AMERICA 10.000.000.- Man. camino San Rambén-Trini
dad.
1.977 MITJUI 1.686.384, - Maiquinas camino San Ramén -

Trinidad.
1.977 CACEX 1,099,484, - Maguinas camino San Ramén-

Trinidad.

1.977 IIILL SAMUEL-E.C.G.D. 20.066.486, - Hilanderia de algodén.
1.977 CITIBANK h.687.500. - Hilanderia de algodbn.
1.978 EXIMBANK 2.473.900.- Hilanderia de algodoén.
1.978 EXIMBANK + NORTH CA~

ROLINE. 1.349.400. - Hilanderia de algodbn.
1.979(1)B. I. D. %8.000.000. - Fibrica de Cemento

TOTAL: 107.643,154, -
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Corporacidn de Desarrollo de Cochabamba (CORDECO)

Leadership

The President of CORDECO, Cnl., DIM Bernardino Zurita Ayala, is in
comisidn (on loan) from the Bolivian Army. He has been President

for approximately a year. He is a Civil Enginecr with a Masters in
Hydrvaulic Engineering, DBoth degrecs were obtaincd at the Bolivien
Army University. A native of Cochabamba, his previous work experience
was with the Bolivian Army Corps of Engineers., The industrial park,
the Misicuni project, caminos vecinales, schools, health posts,
potablc water - infrastructure large, medium and small are hig

special intercsts. He has been instrumental in moving CCRDECC out

of its relative isclation vis-a-vis other groups and inctitutions -
CORDECO recently sigred work agreements ich the local university,
Alcalaia, and CORFAGUAS (Corporacién do Aguus, n dovndency of the 1SW/PH) .

According to new statutes being adopted by CORDECY (see orgar.igram)
the new position of Gerente General is to be ectablished. Ideally
the mar in this position would cversee CORDECO's internal workings
taking some of the work load off the President whe currently has to
both reprecent CORDECO rublicly and then manage its internal opera-
tione. However, in discissions with the President, he made it clear
that he has no intention of appeinting anyone to rill this position.
He said the new statutes are being approved just to get them ow the
record and a4t the direct requect of the Ministry of Flanning and
Coordination and that would be the ond of Lhe matter,

The Directorio mects approximately once a month, Initially - the
Directorio was formed a year and a half ago - rclations between
CORDECO's staff and the Lirectoric were cool but have improved some-
what. Members of the Directorio rrel that CORDECO is still new and
hus ot projected a strong image. In order te do 5o, it needs accord-
ing to one menbor Lo organize itsclf and then put together a gocd
program, CORDECO's staff f=zels that the Directorio hasn't been
especially interested in its programs and projects but alsco ars
concerned that in the future they have to do more to educate Lhe
Dircctorio. The sub-gerente for planning is new to the Jcb and
lacks academic lLraining in the planning field, but he had prior
experience working with CORDECO and has jusi begun to rcceive long-
term technical assistance irom a German team in the planning field.
The sub-gerente for programs and projects - who has s degree in
forestry - has had three years of on the job work experience and
exerts strong influence on CORDECO's decisions in this area. The
sub~gerente for administratioa is also a three-year veteran who has

presided over the five fold increase in CORDECO's budget and staff.
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Doctrine

CORDECO has interpreted its general mandate of promoting economic
and social development in the region through regional planning, the
carrying out of studies and the implementation of programs and pro-
Jects by adopting the following doctrinal approaches:

- Imphasis on large-, medium-, and small-level industrial and agri-
cultural projects which are employment generators and will help
stem out migraticn from the department and provide jobs for the
urban vnenployed.

- lrovision of felt needs of rural areas regarding roads, water and
other types of infrastructure along with a variety of social
services such as schools, health posts, hospitels, etc.

- When possible, CORDECO prefers to work with Central Government cr
other agencies rather than alone., CORDECO requires local groups
counterpart assistance in kind.

ITogram

Twe things stand ¢t at first glance about CCRDECO's programs and
projects. The first is the absence of any rcal planning sxcercise,
either at the regional development level or irterrally within CORDECQ,
Concequently, CORDECO's program presc:its itzelf ac a series of pro-
grome and projects at variocus levels over varying periods of time
without a unifying plan. TFortunately a German-fundéed technical
assistance tean in planning began three years ol work at the beginring
of" this year in CCRDECG's planning office. With their assictance,
CORDECO will be able to identify problems and thern go o to developir
solutions thus cacing internal coordination preblems and disagreement
on work to be donc.

The second major program dirficulty the-. CCURLECT has is its responsi-
bility for flood contrel in the area or Cochatamba. This requirement
CORDECO has adepled this rcle because of the apparent lack of any
responcive natioral level disasteor cor civil defense crganizatior last
year drew heavily on CORDECO's limited resources and staff and has
greatly contributcd te both internal and external confusion about
CORDECO's image - role - in the darpartment.

During last year's rains, CORDECO spent about $b 15,000,000 on Tlood
control; during the flood season CORDECO's staff is on emergency call
in case of flooding and CORDECC maintains a permanent staff of twelve
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people just for flood control. In addition, CORDECO handles flood
damage payments to affected areas. Thus, cne of the principal
images of CORDECO in Cochabamba is that of a flocd control agency,
not. a development catalyst or regional planner, To be an effective
Development Corporation, CORDECU will have to take whatever steps
arc necessary to rid itsclf of completce responsibility for flood
control =o it can focus on development activities,

As currently constituted, CORDECO's brogram and project portfelio
refleets the lack of planning discussed above, but also evidernces
sincere interest in the development of Cochabamba. The current pro-
jeet list (sce attachment ) obviously attempts to cover as many felt
needs as pessible in the aepartment. OF particular interest to
USATD are the agroindustrial, desarrvollo rural inteprado, and the
reforestation vrojects. Tho desarrollo rural integrado projects are
very much ir the formative stage with CORDECO committed to working
in three out of fourteen provinces, and of thesc three areas only
onc has gottern beyond the planning stage. This ore has proceeded

ag Tar as prcvision of i-frastructurce with L5 comrunities participat-
ing in the construction of irrigation facilities, aminos vecinales,
potable water facilities, schools, health posts and ssrvice center,

CORDECO 1s in the process of corpleting rinal design work on the
industrial park, buc terninal and alsoc hopes to oot furding for

decign work on the 13 year US$ 750,200,000 lisicuni Hydroelectrie

and Irrigation prcject. I successful in their cfrorts these Erojects
will take up the majority of CORDECD's investiment capital in the ncar
fubure,

Resources

CORDECO's chief resource concern is Lhe wiecertainty of its budgot
sinec it recelveos approximately €5 to 70 ver cent cof its funds us
direct conlribubions frce. the Central Goverrrent. ClRIECO's budges
(and stalf) have inereased five-fold since 1976. The 30 - 235 por

cent of the budget which CORDECO obtains from its owr sources consist
of sales taxes ard taxes on loca2l mine production. Ioc only is
CORDECO's total budget amcunt subject to sigrificaut variatieon ¢uring
the year - last year the Tesoro llacional cut their budget by 20 per
cent because of tight econonic conditions - but alzo there is a cash
Ilow problem caused by delays in delivery of funds. for example so

far this year CORDECC has only received $b 9,000,000 out of &b 36,800, 000
due them from the Tesorc, and they are owec $b 5,000,000 by CMIBOL

on the mine taxes. CORDECO is attempting to solve this situation by
among obher things asking for an additional tax for themselves on
clectricity produccd in their depzrtment but used nationally. CORDECO
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has significant amounts cf heavy equipment for road building and
flood control ($b 20,000,000) and has recently completed the purchase
of' a former railroad static:a in Cochabamba and surrounding land for
an office via a $b 40,800,000 loan from the Tesoro which they will
be paying back over the -.oxt three ;»ars out of their operating
budget.,

CORPECO is reeiviag approximately $b 1,500,000 & year of food tr.rough
Lhe World Focd Program for assistance in construction of caminos
veeinales.  As mentioned Lefor:, they are sceking B,I.D, funding

for derign ol their Industrial Fari i d Electricity-Irrigation projects,

1976 - planncd budget - §b 107,000,000 - actual:  $b £2,000,000

1979 - plaveed buaes i - $b 107,356,000

Toral cwrront CORLECO staff is 010 o <hom 34 are wiiversity trained
professionals wnd four are bop rAanderent,  One hunarsd twenty cf the
210 are Iu UL rogran acd brojoects gerencia ivceluding 25 in the
agricullural divicion,

CORLDECTY spent &b ST Led, 0o o b vnbing conns in 197 and expects
bo spend §h 01,00, 00 this yehwcs osdnrier and 3orcetages cpent for
operabingg o oo controlled Lyt Pinicvey of ficance barsod or
cubmicolors by CORLECO - Lls 1o true Pfor ooid the cort eration.,
CORDECU" & suliveion vy eur Lo b acenunte cince turnover was nomal

or bett ro iercosoe prablens Inocotalfing the 1lanning oft'ice and
thivc coems Lo ver'l oo the previows dincussoa role of rlanning in
CORDECO.

Internal Ot Luee

As nentioned beters, CORDECO hac recontly adoevted cew statutes which
bring ite Inberral steucture inte line with the » correndations of
MIC (see orpanipran).  Howover, the President Lold us trat he Was
doing this to get 1t on the boek. wnd thay be had no intention of
filling the conltions of Gorente loneral o erautling a sub-perenciu
ror frpvesss as le 1idu't fecl tie o wore o eded at thic time, In
addibion, he reported that he cancelled the sivisicn of control
(evaluation) as duplicative although retaicing the aujit scetion,
The bulk of the work zctually carricd on by CORPLCO is done by the
Progrums wnd Project secticn.  CORLECO orgarizes by projects more
than furctions and docs a good deal of its own implementation work
although it knows how to and does contract out work or provides
Tfunaing for other aguncics Lo complete work,
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Linkages - Outicach

CORDECO had a serious problem a year and a half ago at the time of

its transformation into a "new" corporation with its linkages with
central govermnent and regional organizaticns., At that time, it
enjoyed almost no ties except with MPC and a Gernan assistance pro-
gram. Yresident Zurita has done much to remedy this problem, and
CORDECO is now seeking agreements and support from these organizations
and coming closer to playing a catalyst role as witnessed by its
cfforts in the Chapare area, Much remains to be done, however,

before CORDECO hais the support of local civic groups in the urban
arcas and the Alcaldia, In the rural areas and provinces, CCRDECC
works through the volitical system - prefect, sub-prefect, corregidor
and alcalde and/or through community develorrient committees based on
former haciendu groupings of campesinos., To work with this committees
and their gindicatos, ete., along with the political structure,
CORDENO has two full-time promoters paid by the Kiristry of Education,
Their foecus is chiefly on CORDECO's Integrated Rural Development pro-
Jeets discussed botore, For the rest of its programs, CORDECO uses

a planned outrcach approach certoer around its plamiing cycle for ita
Operation Plan, Once a year - usually 4 to 6 wonths before submisscion
o' next year's Upcration Ilan - CORDECO sends out letters to loecal
ofticials ana representatives soliciting their ideas/projects Tor
Lheir arcas, Once a reply is received, a CORDECO team is dispatched
to do anolycis and if appropriate develop the broject for presenta-
tion to management and eventual conclusion in next year's plan ang
budget.
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Image

Value

Tangibles
Staff. 210 exployees cf wnom 3= are
professionals. In 1976, total staff

was 32 people,

Sudget. Flanned 1979: v 107,3L40,00¢.
he 1978 planned budget vz also

» 107,000,000, it for various reasons

only b £2,000,233 was actually received
(narrativs), In 1976, total budget was

=
s‘.:,_

Doctrine. (1) Emphasis on industry and agri-
culture at large-and medium-level employment
generation to stem out migration and provide
Jobs for urban and rural unemployed; (2) pro-
vision of needed infrastructure; (3) provi-
sion of social services; (U4) work with minis-
tries and others.

Programs and proiccts. Industrial Fark, Bus

- Professional higher-level exrploy-
ees have with one exception
stayed with the corporation over
the last three years,

- CORDECO's employees value dif-
ferent ki.ds of projects and each
group is trying to do its own

Internal $b 22,863,000. Terminal, Grape Froduction, Rural Roads, thing.
Areas of project experience. Industrial | Agroindustry projects, Rural Integrated
Develogprent, Infrastructure, Integrated Development, Flood Control, Provincial Public| - The employees are concerned about
Rural Tevelopment, Flood Contrcl, Public | Works (ten different types of projects), the funding hold ups, but seem to
Works, Forestation, Agroindustry. Potable Water, Reforestation, Equinment take program and project delays
Others. ~ORDECO has approximately Maintenance, for granted.
$o 20,000,000 worth of heavy machinery
and equipment, and is purchasing a
$b 40,700,000 former train station for
use as their headquarters.
Accounts Records. CORI® "2 is currently Requests seem to cover a wide range of CORDECO reported that it was unable
co-d by the Tesoro liacicr.zl approximately | activities fram campesino groups including to get civic groups and the alcaldfa
$b 27,000,000 out of the §b 36,000,000 these mentioned above ang especially roads to support its efforts.
External due this year. Also g@lIBOL owes them ané schools. No clear-cut area of focus
$b 5,000,000 - regelfas for this year. indicates external image of CORDECO as The GOB .t CORDECO's budget 20 per
Commitrsnts, CORTECO is raying off out entity involved in everything., Flood cent last year and hasen't provided
of its budget c¢ver the nex three yIars control work of CORDECO has confused public the bulk of it this year.
the §& -0,800,000 due on <roir new aFices, | or its image.
As a rublic service entity formed in There is internal/external agreement in that CORDECO's leaders feel that it hasen't
1970 arid re-constituted ir 1378, CORDECO is cdoing a little bit of everything yet established a strong image with
CORDECC has a high endurance factor. ancd that is how itz clientele perceives the public nor do they feel that its
SenSitiVity It is, however, because of its lack CORDECO, However, because of the flood

of internal incer: sources unable to
Program with certzinty and tireliness.

control work emphasis and CORDECO's dif-

Tused program and projects, there was
little concensus perception of CORDECO's
image.

efforts are fully appreciated espe-
cially in the urban areas.
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CORFORACION REGIONAL DE DESARROLLO DE COCHABAMBA

LISTA DE PROGRAMAS Y PROYECTOS, Y RESPONSABLES

Proyecto
Parque Industrial

Terminal de Buses

Vitivinicola

Programa

Cariinos Vecinales

Agroindustrial: Te, Piretro, Tarhui
Desarrollo Rural Integrado

Manejo de Cuencas ¥y Torrenteras
Obras Provinciales

Agua Potable y Caminos

Repoblamicnto Forestal

Responsable

Oscar Carvallo
Jaime Jinénez

Rafl Ovando

Fausto Guillén
Armando Torrico
Higuel Yaksic
Ramdn Oviedo
José Meruvia
Ramiro Hinojosa

Gilberto Hincjosa
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Corporacién de Desarrollo d¢ Oruro (CORDEUR)

Leadership

The leadership of CORDEOR underwent a complete revision in late 1978
following a three-day strike against the policies and practices of

the corporation administration. Casiano Arcalle was selected as the
new president based upon results from a "concurso de méritos" (most
qualified of several candidates applying for the pesition). Ancalle

is a native of Oruro and is from a campesirc family (the only DDC
president with this background). He has an FHeA, in civil engineering
from Penn State, In less than a vear, Ancalle has refocused the
direction of CORDEOR's activities and has assembled a staff which shares
his concern for rural development,

Hugo Urguiola is the director of the planning office. He joined
CORDEOR at th: some time as Ancalle, also on the basis of a "concurso
de méritos." A native of Oruro, Urquicla completed his graduate
studies in Belgium,

Doectrine

Until 1978, the primary focus of CCRDEOR's activities was urban
infrastructure. The new administration has shifted from that focus
to assistancc to the rural poor. They believe that increased employ -
ment opportunities, improved agriculture production, etc., will help
stem the rural to urban migration currently being sxperienced. While
this doctrine has r.ot been formalized in a strategy document, the
recent shif't in progran. orientation lends credence to leadership
statcaments or. CURDECR's change in direction.

Pregram

Thirty-five projects were approved by the HMinistry of Flanning for
this year's budget. OF these, 20 arc nontinuations of old project::,
and 15 are new. And the shift toward rural and agriculture projects
is dramatic,

Rural/Agriculture 0 6
Total Kural L 6
Non-Rural 17 9
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Over half of CORDEOR's budget for 1979 is used up by large, hold-over
urban infrastructure projects, and less than 10 per cent goes to

agriculture,

Urban infrastructure 7 projects
Seml~urban infrastructure 8 projects
Rural in.rastructure L projects
Agriculture 6 projects
Industry 6 projects
Mining 3 projcets

$o 53,850,000 51 %
13,550,000 13 %
6,400,000 6 %
9,592,700 9 %
12,500,000 12 %
900,000 9 %

Of concern to AID is that CORDEOR has little experience implementing

Ag projects.

So far, the agriculture program censists primarily of

the CADEA research station where they do work on chinchilla, rabbit,
and cattle brecding, and some presentations tc canpesinos.

0ld
Rural rocuc

|_J

Electricity {or ten rural
communities

Potable water for ten rural 2
communitics 3.
Rural roads for ten rural L
communitiec
. wochools for
communities
Raise small
fur
Livestock quality study

ten rural

animals for

new

Study and production of
quinoa

Agricultural statistics
Forestation

Study/raise llamas and
alpacas

Artisan narket

Study and use of hand tcols

Urban Infrastructure

Finish bus terminal 1.
Finish stadium

Culture center

Construction/repair urban

area

5. Study rernovation Oruro

plumbing

Study capturing rain-water

. Construct CORDEOR garuge

W

Electricity for the airport

Semi-Urban Infrastructure

1.
2,

Channel Teyarete river
Electriciy Sovary-Challapata

Study for Huanuni hospital
Study for Huanuni sewage
system



R D
L ]

l.

Study for by-pass route 3.
L,

Industry
Scrow and nut factory 1.
Faish industrial rark 2.

Implement industrial park
Study for a cannery
Finish cement factory

Mining

Tungsten carbide projzet

R

Internal Structurve (Sce Crganigran)

The mest
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Study for Huanuni potable

water

Study for Oruro-Tambo highway

Study for a pewter factory
Study for a nozzle and pipe

factory

Search for Phosrhoros
Search for rion-metallie

striking thing here is that CORDEOR until rnow has done

primarily planning and little implenentation, Lrilementation iz
conlracted. Fipure shows CORDEOR' g5
shows a contract written by them,

Lirkages

Linkages upward to ministries, Fxcert,

of Ilanning are scarce, os are links
However lateral 1iuks to obtain

tlon are common. ior example:

Links to poor campesinros arc informal, and,

organigram, ana Figure

INFOL will implement their proresed llara breedirng project.

~
{1

An Israeli consulting fimn provides the technology :ior building

an industrial park.

Loans from BID and the World Bark.

from the agriculture department, little rescurces are devoted to
promotion. However:

Announcements of demonstrations at the CADEA
made in Quechua on Radio Bolivia

SO they can attend,

other than cne person

€

of course, with the Ministry
downward to local organizatiouns,
2xpertise, resources and irrlementa-

rzscarch center are
» and a truck picks vp campesinos

D

osits
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- CORDEOR i sponsoring a serics of lecetures
a

on how to use quinos,
a versatile, high-protein cereal.,

They receive many written requests for help from communit
Y Yy ') Y
groups,
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CORDEOR Page 5 or €
Image Morale

Current Program

Doctrine
=_clrine

- Higher pay in La Paz and overseas, so

Urban Infrastructure =519% = Try to shift to rural focus it is hard to attract ang hold pro-
Semi-Urban Infrastructure = 13 % fessionals,
Rural Infrastructure = 69 - Stop rural-to-urban immigration
Agriculture = 99 - Mid-level personnel gilves preference
Industry =21 % ~ Simple technology to what local public pushes for, such
as industrial parks.
Internal Staff = 127 - Mixed enterprise
Superior = 2 Admin. = 24 - Changes in bresident, delays in GOB
Professional =36 Service= 15 fund allocation are depressing.
en agronomists) Field =17
Technical =33
Outreach: Weak
Normally the Job of those contracted
to implement.
GOB owes CORDEOR a large amount of - Campesino groups send letters re- - Departmental, public strike against
money destined for agriculture projects. questing infrastructure: potable corporation which resulted in the
water, roads, schools. current administration.
External - They do not request agriculture pro- ~ kO detailed letter requests from
jects; CORDEOR is not berceived yet campesino groups in the last 8
as working in agriculture, months.
- GOB doesn't honor CORDEQR budget
allocation,
CORDEOR must get iis relationship with "They see us as the source far all the "The public sees us as the only govern-
Sensitivity | GOB straightened out, things other government organizations ment organization here which has money

should be doing."

and can do things,"”
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Corporacidn de Desarrollo de La Paz (CORDEPAZ)

Leadership

CORDEPAZ is one of three DDCs with a military officer as its
president., He is Admiral Fernando Monje end has been with CORDEPAZ
for less than one year. It is expected that he will be replaced in
the near future.

The general manager is Jorge Crespo., He is an economist who has
reccived a post graduate degree in Belgium., He aleo has been with
CORDEPAZ less than a year, Mr. Crespo can be described as a young
man of vision and has been working hard to develop the rural focus
of CORDEPAZ's activities.

Doctrine

CORDEPAZ's focus, according to management, is totally on the rural

poor. This emphasis on the poor (instead of large infrastructure)

is about one year old, CORDEPAZ personnel feel they are unigue and
lucky because there are other organizations in La Paz who meet city
needs, thereby eliminating pressure for urban involvement which is

felt in most other corporations. CORDEPAZ has never been a "Comité
de Obras Piblicas."

CORDEPAZ's stated overall strategy for the region is:
- Provide basic infrastructure to attract people to the north Jungle,

- Increase production of fruits and vegetables for valley population
centers.

- Provide credit and technical assistance to farmers in the Altiplano,

Program
CORDEFAZ project investments for 1978 are distributed as follows:
Agroindustry :  $b 33,000,000 (L6%)
Agriculture :  $b 20,000,000 (28%)
Rural infrastructure: $b 16,000,000 (229)
Other : $b 3,000,000 ( 4%)
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Following is a list of individual projects in implementation:

Agriculture

Kallutaca Livestock $b 20,000,000 in 10 years

Produetion Center 55% complete

Huaculavi Cereals $b 15,000,000 in 8 years

Production 65% complete

Altiplano Credit and $b 2,242,000 a year

Technical Assistance 10,000 families reached in > campaigns

Cattle improvement - 3,000 head
- 20% complete

Potato Commercialization $b 20,000,000, preliminary study
camplete

Rural Infrastructure

-~ Penetration Roads Variable yearly cost; 768 Km, so far
- Rural Roads $ 4,000,000; 80% complete
- Rural FPotable Water - variable cost
- with CARE
- Torestation $ 6,000,000; 30% complete
égroindustgx
Fish Farming $b 8,400,000
(trout for commercial and feasibility study and physical
sport use) infrastructure complete
Sugar complex US$ 50,000,000
Infrastructure and planting underway
Mining
Study of calcium and plaster $p h,?O0,000
deposits 30% camplete

Internal Structure (See Organigram)

Planning has two units: Planning and project formulation. The former
has a staff of L people, the latter 12. Over 100 people work in
Project implementation.
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Therc are two sources of project ideas: the Directorate and "técnicos"
in the field. The cvolution of a project seems to be as follows:

1. Idea from directorate or "técnico,"
2. "Técnicos" commissioned to do field study.

3. Flanning Department makes sure the project is compatible with
the national plan,

L, Pre-investment feasibility study.
5. Present project to CONEPLAN (Ministry of Planning),

It should be noted that at only one point is the planning department
involved - to make sure the project is compatible with the national
plan; compatibility with the development plan of the corporation was
not mentioned. The planning mechanism as such, therefore, is cne of
proposing projects based on field experience and needs identified on
this basis. Formalized planning can be said to be non-existent, with
a more informal system as outlined above being utilized.

There is one person with responsibility for evaluation. It is not
clear whether evaluation consists of more than auditing, I asked
for and never got production type dates (only seeds delivered, money
paid and received, etc.).

Linkages with Campesinos

A major program of CORDEPAZ is its rural credit program with farmers
in the Altiplano., It is impressive fram several points of view:

- Credit and T.A. are combined;

- The credit official, the "técnico" and the campesino meet on the
campesino's field, and decide on cultivation st ategies and credit
warranted;

- Credit is not money but seeds, fertilizers, etc.;

- Repayment on credit is around 90 per cent;

- Credit is not delivered until fields are properly prepared; and

- A thorough, professional "insumo," payment, and activity monitoring
system has been established.,
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Following is some loan and repayment data from the rural credit
program,

Principal 1/ %
Loans (in Pesos Interest Recouped
Bolivianos)
1974 - 1975 2,413,000 2,244,090 1,920,000 93
1975 - 1976 1,661,000  1,4%.5,070 1,252,000 87
1976 - 1977 1,033,009 1, 3,000 1,186,000 100
1977 - 1978 1,037,000 22,000 N.A, 60

;/ Interest received also includes payments on loans made to the
Ministry of Agri~ulture prior to COKDEPAT, assuming responsibility
for progr:u.

The linkages with campesinos established by this program is among

the most extonsive ang apparently most effective linkagess established
in any of the LDCs. The emphasis given to this prograr and the
attempts to improve it is a major strength of CORDEPAZ,

Linkages with donors: CORDEPAZ has received funds £-om World Bank,
CARE, and PMA, and have “oans pending with BID and tie Grupo Andino
d. Fomento.

Linkages with Ministries: As for other corporztions, vertical links
are ailmost totally with the Ministry of Planning.

Resources/Personnel

CORDEPAY staff is distributed in the following manner:

Eig. %
Professionals 30 22
Technicians 20 15
Support staff 47 34
"Obreros" _ko 29

Total 137
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Specialties of the professionals are distributed as follows:

-
n

Agronomists

Civil Engineers
Planners
*Sociologists

Lawyercs

Economists
Accountants
Industrial Engineers
Mechanical Engineer
Veterinarian

There are v.ore specialties
than professionals because
some professionals have more
than one specialty,

£ = \u»

~—
-

If1k‘k‘h)h)¢?

* CORDEPAZ has more non-economist social scientists than any other
corporation,
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Money Image Morale
Current Program Doctrine - Hard to attract but easy to keep good
Agriculture = 27% - Total rural poor focus. personnel,
Agro-industry 44% - Incorporate Altiplano into national

Rural Infrastructure 21% economy . - DPrestige prcjectz are those with
-~ Attract people to the northern jungle large geogrephic znd populztion
Staff = 137 via infrastructure. coverage.
Agronomists = 12 Veterinarian = 1 ~ Fruits and vegetables for velley
Interral Engineers = & Technicians = 24 population centers. - Location in La Paz eases same bureau-
Sociologists= U4 Support =47 cratic problems.
Economists = U4 Field = Lo
Accountants = 2
Outreach: Strong
15 extensionists in established credit/
TA project inherited from the Ministry
of Agriculture,
~-Campesinos in the Altiplano request fer-
20% of last years budget still owed tilizers, tools, seeds, pesticide (pre- - 200 communities requested Agricultural
them by GOB. cisely what CORDEPAZ can and wants to credit help in <ne year.
) provide there). '
External ~No information on request from other - Donors who respect CORDEPAZ enough to
regions (Jjungle, valleys). invest there: World Bank, IDB.
~Some criticism of CORDEPO investment in
agro-industry.
CORDEPAZ is actively looking for new - Sometimes prestigious people call us "With funds, fertilizer, promotors, we
donors: IDB, AID, Grupo Andino de up to ask us for urban infrastructure,| could double or triple our Ag/credit
Sensitivity| Fomento. or to sweep the streets, etc. But we program. Service 15,000 families instead
tell them, "No, that's not our job." ef 5,000.
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Corporacidn de Desarrollo de Potosi (CORDEPO)

Leadership

Gil Villegas, a civil engineer, has recently replaced an army colone.
as precident of CORDEPO, He is the first civilian leader of the
Corporacién in about three years., A major obstacle facing Ing. Ville~
gas is improviag staff moral which has been low following the poor
leadership of the two previous presidents.

To serve as ;vneral manager, CORDEPO has promoted its former director
or project implementation, José Luis Carvajal. He is a civil engineer
who has worked for CORDEPO for {wo years.

The director of planning, Alfredo Bellott, has only been with CORDEPO
for about two months. He is an cconomist by educational background,
A major objective he has set is to turn the corporation's thinking
away fram urban infrastructure and toward industrial and agriculture
development. Already he has seen some change in this direction.

Doctrine

Industrialization on the basis of miring and agriculture., As a locng-
term goal, CORDEPO hopes to capture some value added by providing at
least one stage of processing for mineral and agricultural products
prior to their leaving the department. Industrialization includes
commercialization, CORDEPO recognizes that agroindustry is several
steps away, and that assistance in basic apriculture is needed first.
Potosi farmers may be the poorest and most .»glected in Bolivia.

Program

CORDEFU project investments are distributed across sectors as follows.
Note that 60 per cent of the project budget is taken up by infra-
structure.


http:improvi.ig

Agriculture
Industry/Tourism
Mining

Rural Infrastructure

Urban Infrastructure

Other

13 projects

7 projects

T projects
Electrification
Rcads

Potable Water
Schools
Highways
Airports

Bus Terminal

17 projects

$b

27,421,700
32,419,000
17,786,500

51,168,600

70,050,600

3,700,000
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% of
Project
Bugget
13.5 %
15.9 %
3.2 %

25.0 %

34,0 %

1.9 %

$b 204,000,000

Many new project ideas are studies of economic potential, and some
of them duplicate efforts by CORDEOR (Oruro), in particular llama

breeding and care.

Internal Structure (See Organigram)

Genesis of a project:

l. A long list which comes from staff ideas, suggestions of populace,

’

2., Planning office chooses for project profile those ideas which
look most promising.

3. Project profile by project department.

4. Planning department does pre-feasibility study.

5. Submission to CONEFLAN,

They feel that a needed change is to contract feasibility studies.
In-house studies seem to be taking up too much of CORDEPO's time
and slowing implementation.
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They profess close collaboration between planning and implementation:
site visits include someone from planning and from implementation,

A problem is that various CORDEPO offices are in different parts of
Potosi,

Linkages with Campesinos

There is a one-year-old agriculture mechanization project which
employs about 15 Quechua speaking men who act asg pramoters. They
are a potentially strong link to rural farmers which should be
exploited in future projects. These extensionists Plow land with
a tractor in exchange for a bercentage of the harvest,

Linkages to Other Donors

Linkages to other donors have been few, rerhaps due to:

- High mining royalties in the region,
- Low initiative of planners,

Assistance from other donors has been limiced to: an integrated
rural development project with UNICEF ($b 3,000,000), AIDE (Alimen-
tos para el Desarrollo), and a request to FAO for technical assist-
ance which has received now answer, CORDEPO is also g barticipant
in the Mission's Rural Roads II project.

Resources/Personnel

CORDEPO has about 200 employees, About fifty work in the planning
department, and the other one hundred fifty in the implementation
department, Manning is divided into: Projects (15 people), Natural
Resources (20 people), and Promotion (15 people). Implementation

iz divided into Agriculture (20 people) and infrastructure (150
people)., A breakdown of CORDEPO personnel by salary gives the
following structure:

Monthly Salary

Above $b 10,000 L
$b 7,000 - & 10,000 15
$o 3,500 - $b 7,000 32
Under $b 3,500 100
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Current Program

Doctrine

A new mover and shaker has just

Urban infrastructure = 34% arrived (Sr. Bellott).

Rural infrastructure = 25% -~ Industrialize on the basis of mines

Agriculture = 14% and agriculture. - Before, the corporation was apparently

Industry = 11% low on ideas and initiative.

- Allow no raw materials to leave the

Staff = 127 region without undergoing one - They are unhappy about having to do

Superior = transformation. s0 much infrastructure; feel it is
Internal Professional = 15 someone else's job.

Technical = 32 - Develop agriculture to the point

Support and where it can be industrialized:

Field =100 canning, etc.

Outreach: Weak

20 men in new agricultural

rechanization project.

No troubling getting funds until now - CORDEPO receives requests for infra- - No documented demand for services.

because of structure, not agriculture or

- high mining royalties; industry projects. - UNICEF thought they were worth a
External - few non-infrastructure project ideas. $ 150,000 ii.vestment.

Potosi has high poverty and high - Previous administration - not highly

mineral royalties. thought of.

- CORDEPO's current problem is - Management knows it is perceived as - The agriculture szctor needs every
Sensitivity designing projects, not getting funds. vroviding infrastructure, and not as type of help.

- They need design assistance, not
resources,

an agriculture and industry organiza-~
tion.

Especially irrigation.
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Corporacidn de Desarrollo de Chuquisaca (CORDECH)

Leadership

The precident of CORDECH, Dr. Oscar Freerking, is an individual of
vast experience and enormous prestige in Bolivia, He is a former
chief of the Bolivian Supreme Court and has also been rector of the
university in Sucre. Dr. Freerking is 65 years cld and will be
retiring in August of this year., The loss of a leader of the stature
of Dr. Freerking will be keenly felt.

Eloy Martinez is the director of project implementation. He is a
mining engineer, with nine years of experience with CORDECH, Most
of his experience ‘which reflects the past program cmphasis of
CORDECH) is in large infrastructure proje=cts.

The director of planning is Edmundce Zelada whe has been working with
CORDECH for ten yecars. Although a chumical engire<r with experience
in industrial projects, Zolada has worked hard to change the primary
focus of’ CORDECH's efforts to the rural areas, A young man, he is
enthusiastic and ajypears to be @ major force within the corporation
in the development of policy and strategy.

CORDECH has the best existing outireach capability of all the corpora-
tiong primarily because of the presence of Ariel Avilés on the staff,
He is a charismatic individual who has developed a theory on tech-
nology transfer io campesinos which is being applied in CORDECH's
pig production project (the largest of its kind in Bolivia).

Doctrine

As with other corporations, the focus of CORDECH's program was on
urban infrastructure. 1In recent years the focus shifted to rural
arcas although the primary form of assistance remaired in infra-
structurc. Most recently program focus has been rural without
specific emphasis in infrastructure,

CORDECH's program is the least paternalistic (top-down) of all the
DDCs., Thelr projects have a high percentage of community participa-~
tion.



Annex II
Exhibit A (8)
Page 2 of 10

Programs

Forty-four per cent of CORDECH investment goes to agriculture, and
half of that to the largest pig production project in Bolivia,
Eighty per cent of CORDECH's investment is rural (when agro-industry
is included). In general, their program reflects a belief that a
few, big, intense projects will have more of an impact than many,
small, scattercd efforts.

Other major prcject areas are:

Education and health 9%
Rural infrastructure 7%
Agroindustry 17%
Urban projects 20%

Internal Structurc (See Organigram)

The CORDECH project origination, decign and implementation process
are carefully spelled out in the document presented on pages 6 -9
They do not pretend that this is the way things always happen, out
it is what they strive for.

Linkages to Campesinos

Linkages to canpusinos sewn nUmerous and strong:

- 25 extensionicts in various agriculture projects;
- 12 centers for health, nutrition and literacy education;

-~ Tach conmunity has a representative on COKDECH's Board of Directors.

In agriculturc they follow a ctrategy whiech includes:

- Specialist rather than generalist extensionists;

- Narrow focus;

- Credit in "insumos," not money;

- Credit arrangsments between bank and campesino, not between
campesino and corporation;

- Direct contact between extcnriconist and resulis of his technical
asgistance;

- Corporation hardlec marketing of campesino's product;

- Large infrastructure to support campesino production;

- Veterinary service centers (labeoratory, drugs for pigs);

- Farm for producing breeding stock;

- Imported breeding stock;

- Regional livestock collection centers.
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Linkages to Other Donors

CORDECH has participated in a UNICEF education project, and has
recelved assistance from CARE and BID,

Linkages to Cther Govermment Agencies

-~ Agreements with the Ministry of Education and Ministry of Health
for the educaticn project,

- Extension agents for the pig brecding project have presented
courses in Santa Cruz, and at CIAT in Cali, Colombia,

Resources/Personnel

University Trained Technical Other
Economists 5 Draftsman 55 Field hands
FEngineers 2 Mechanics 16 Chauffeurs
Agronomists 9 GSecretaries
Auditors L4 Tractor drivers
Topographers
Geologists
Lawyers
Architects
Journalist
Veterinarian
Tourism promotor
Zoologist

l—’l—’l—'l—'.’\):t\n\ﬂ\{)ﬁ\[)
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Money Image Morale
Current Program Doctrine The pig project is high prestige.
LiF agriculture
17% agroindustry - Rural focus Hard to keep Agricultural Credit

10% rural infrastructure
20% urban projects

Staff = 202

- Improved living conditions

- Include region in economy o< country
- Non-paternalism

- Form campesino leaders

Extensionists. They get good offers
from elsevhere,

They feel tley are the only ones in

Economists = 9 Sociologists = 1 Bolivia who know how to do extension/
Internal Engineers = 11 Topographers = 5 outreach tyre projects.
Agronomists = G Techricians = 23
Veterinarians = 1 Support and About to lose prestigious president.
Geologists = 4 Field = 84
Angry with USAID for delay in loan.
Outreach: Strong
25 extensionists, mostly in Bolivia's
largest pig production rrcject.
- 01l royalties mre gcing down, - Campesinos request agriculture as U450 requests in one year for participa-
well of infractructure helr. ticn in pig project.
External - No lsrge rroblem gotting budget
requests fulfilled, - lMany reorle warnt COLECKE to con- UNICEF, CARE, BID think CODECH worth
centrate on inaustry, investing in.
- They must find z zsource of revenus - "Uncreated dzmand is for i~frastruc-
to replacs oil revenues. ture,”
Sensitivity| - They are alrecady gcod at findirg "Demand for production help needs

foreign donors.

- "lince we are s government organi-
zation, cametimes they f
don't hsve to pey us back

stimulation.”
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ACCIONES Y RESPONSABILIDADES EN LA ELABORACION

Y EJECUCION DE PROYECTOS

D B A s S s G - S e T D ot G - T TS e B D et W e e G A W M B W W eD

En funcidn de la Estructura adoptada por 1la Corporacién
Y los panuales de funcianes para cada una de las Unidades y
Departamentos, se establece los siguientes mecanismos qua
normen las acciones y responsabilidades para la gestidén, elg
boracidn, implementacidé: y ejecucidn de los Proyectos,

a) La Idea del Proyecto

Un proyecto puede nacer de la idea de la Comunidad,
la Direccidn Ejecutiva de la Corporacidén, los Departa -
mentos de Planificacidn, Proyectus o cualquier otro de
la Entidad.

b) Compatibilizacidn de la Idea

Mediante el canal respectivo se suglere la idea
del Proyecto al Departamento de Planificacidén, quien c:
mo responsable de la elaboracidn de las Pol{ticas, Objg
tivos, Estrategias y Plares Globales del Desarrollo Re-
glonal, determina la compatibilidad de la idea con aquy
llos e implementa el mecanismo necesario, caso positivo
para la formulacidn del estudio por parte del Departa -
mento de Proyectos.

c) Elaboracidn de los Estudios

La idea de Proyecto, que se adecie al Esquema pro-
puesto, es elaborada por el Departamento de Proye:tos a
nivel de Perfil, cuyas caracteristicas determinarfn la
conveniencia o inconveniencia de continuar con las eta-
pas siguientes, que consistirdn en formular el Estudio
de Prefactibilidad y/o Factibilidad.

Durante esta etapa, especialmente en los aspectos
técnicos del Proyecto, podrd ser requerida 1la plrticip!
cién de pereonal de otros Departamentos, aunque con la


http:Compatibilizaci.6n

d)
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ACCIONES ¥ RESrONSABILIDADES EN LA ELABORACION
Y EJECUCION DE PROYE:C"‘O'g

idea de que siempre sea el Departamento de Proyectos,
quien asuma la responsabilidad y contirol del Estudio,.

Cierto tipo de rfroyectos pueden requerir de traba-
Jos de experimentacidn e incluso acciones de ejecucidn
a nivel de experiencias piloto, Bajo esta situacidn,el
proyecto continda, aun bajo la responsabilidad de la
Unidad de Planificacidén y Proyectos.

En algunos casos de urgencia y que por su fndole -
eminentemente especializada, en que se carezca de perso
nal dispcnible en el Departamento de Proyectos; la Pre-
sidencia podrd disponer gque el perfil u otras fases del .
Proyecto se asigne a otro Departamento, o en su defecto
mediante invitacidn o licitacidn, segun los casos, se
encargue a otro personal extrafio o empresa especlaliza.-
da, cuyos trabajos conocerd y seguird el Depto., de Pro-

yectos y en su momento informarsd.

Evaluacidén de los Estudios

Los estudios, en sus distintas fases (Preractibili
dad, Factibilidad, Disefio Final), deberdn ser evaluados
en el contexto de los siguientes aspectos fund=zentales,
En cuanto su coherencia con los esquemas globales de
Planificacidn y en lo que respecta al proyecto en sf
(Mercado, Tecnologfa, Indices Econdmico-financiero, So-
clales, etc.).

Para este trabajo de Evaluacidn, la Unidad de Pla-
nificacidén y Proyectos, sobre la base de personal del
Departamento de Planificacidn, conformard un Equipé Es-
peclal con personal técnico, segin el tipo de Proyecto,
de la Corporacidén y eventualmente extra Institucidn.

El resultado de esta Evaluacidn serd puesto en co-
nocimientc de 1la U.P.F.C., para la introduccién de 1los
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e)

f)

g)

ACCIONES Y RESPONSABILIDADES EN LA ELABORACION
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correctivos que fuesen necesarios y elevado a la Presi-
dencia de la Corporacién.

Aprobacidén de los Estudios

Con el informe de la U.P.P.C,, la Presidencia re -
quiere por parte del Directorio, la aprobacidn del Estg
dio, con lo que en caso de ser necesario, el Departameg
to de Proyectos, se encargard de obtener por conducto -
regular la aprobacidn final por parte del Comité Nacio-
nal de Proyectos,

Implementacidn de los Proyectos

Aprobado que haya sido el Proyecto en todas sus e-
tapas, incluidos los criterios de inversidn y organiza-
cion, la Unidad de Ejecucidn por intermedio del sector
corraspondiente, tomard bajo su responsabilidad todas
las gestiones y acciones tendientes a implementarlo (lg
gales, administrativas, infraestructurales), con la con

veniente supervisidn del Departamento de Proyectos,

Funcionamiento del Proyecto

Una vez implementado el Proyecto, la responsabili-
dad de su funcionamiento estard a cargo de un Director
o funcionario responsable de su administracidn, bajo la
supervisidn del Departamento respectivo.

En el caso de algin Proyecto (que de lugar a la
formacién de una Empresa) con participacidn societaria
de otras Entidades o personas, su administracidn a par-
tir de la constitucidn definitiva de la Empresa, serd
auténoma, bajo la direccién de su gerente respectivo, -
aunque con el control y s.pervisidén de un Directorio -
conformado por representantes de las Entidades que par-
ticipen, de acuerdo a la Ley de Corporaciones.
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ACCIONES Y RESPONSABILIDADES EN LA ELABORACION

Y EJECUCION DE PROYECTOS
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Tanto si la empresa es de exclusiva responsabili -
dad de la Corporacidn, o una sociedad, serd la Divisiédn
de Empresas la que tenga a su cargo el manejo de los in

tereses de la Corporacidn en aquella.

Evaluacidn del Funcionamiento del Proyecto

El control de la marcha de los proyectos en ejecu-
cidn, cumplimiento de metas, cronogramas y la evaluacid
periddica de su funcionamiento es una tarea constante -

de Planificacidn y el Departamento Administrativo,.

Los informes de evaluacidn, con 1la sugerencia de
los correctivos mds aconsejables, seran presentados a
la Presidencia para que via la Unidad respectiva, sean

canalizados para su aplicacidn.
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Corporacibn de Desarrollo de Tarija (CODETAR)

Leadership

The president of CODETAR ig Jorge Vito Blacud. By training he is a
civil engineer but has also earned an MBA in the United States,
Prior to joining CODETAR three Jears ago, hc was a university pro-
fessor in La Paz., Ing. Blacud has provided dynamiz leadership to
CODETAR during his tenure as precident,

Fernando Vargas is the general manager of COLETAR, e also has
three years of experience with CODETAR, A geological engineer by
background, he obtained a doctorate in Argentina.  Prier to Joining
CODETAR, he served nany years with the state oil conpany (YPFB),

secundino Ugarte is CODETAR's director of planning., He has work

with CODETAR f'or five years. An economict, Ugarte has the equivalent
of an M.A, anc has also done graduate work in Chile, In addition to
working with CODETAR, he also teaches classes at the local university,

A lawyer, Jorge Paz, serves as the director of administration for
CODETAR., He is a professor of public administration at the wsiversity
and has workcd with CODETAR for about three years,

Doctrine
CODETAR's doctrine can be characterized as follows:

- Balanced urban/rural social-economic development;

- Stop immigration of campesinos to other provinces and to Argentina;

- Develop the potential of each of Tive regions which correspond to
the five principal towns in the Department, Each region has been
ldentified to serve as the center for a distinct ecological unit.,

Pro%ram

CODETAR project investments for 1979 by sector arz as follows:
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Agriculture 15 projects $b 66,300,000 31% of project budget
Industry 1L projects £0,390,000 38% " " "
(7 of the projects are in agro-industry)
Rural Infrastructure 3 projects 30,260,000  15% " " "
Natural Resources 7 projects 25,390,000 129 " " "
Rural Development
Planning 1 project 4,530,000 of " " "
Other 4 projecte 7,000,000 3% " " "

TOTAL 4 projects $b213,970,000

Internal Htructure

CODETAR' s cyrtem for originating, designing and inplementing projects
scems generally to be the same ac for other corporaticns, Some
details arce:

a) Many if not moct feasibility studies are contracted to consulting
firms.

b) Construction prcjects are also contractod.

A serics of "sheli” projects are gencrally available since Teasibility
studies are oft-n done in advance oi the avallability of investment
resources although availability of investment funds sometimes is a

prerequicite for doing a feasibility study.

Linkages With Cumpesines (Dutrench)

CODETAR has about 20 employces whore work might be clansified as
extension. Most of the extensionistc work in CODETAR's fruit prolfect,
In general, CODETAR feels that central research stations and agri-
cidtural expertise are more needed than are extension rrograms. They
feel Tarija's campesinos are morc opon to change than clsewhere in
Bolivia, and will take advantage of new opportunities on their own
init.iative,.

CUDETAR's rural roads project uses the strategy of exchanging food,
technical assistance, and machinery for work.
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Tarija's campesinos apparently feel comfortable enough with CODETAR
to visit in person to apply for participation in CODETAR programs.
Usually, groups of campesinos ask for rural infrastructure rather
than agriculture help.

Linkapes With Other Donors

Assistance from AID, CARE, World Bank, and UNICEF indicate that
CODETAR understands how to actively and successully attract help
from international agencies. (Assistance from these donors accounts
for 36 per cent or CODETAR's budget.) The existence of an organized,
well-ceveloped public relations department is a rmajor reason why
CODETAR is succeszsful in this area,

Linkages with GOB

I primary linkage with other GOB institutions ic through the MPC,
CODETAR has expreszed dicsatisfaction with the project, approval
rrocess utilized by the Government.

Resources (Persornel)

Two ways to clac:ify the personnel in CODETAR are by training and by
departmert where they work.

Tersonnel Clussiried by Training

Engineers 24
Bronomists 10
Lawycrs b
Architects g
Technicians of various types 54
Secretaries, drivers, field hands _éé

e
=



Personrel Classified by Department

Direccidn Superior

Secretaria Generel

Asesoria Legal

Relaciones Piblicas

"~ Compras y Suministros
Implementacidn y Control de Proyectos
Planificacibn
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Integrated Rural Development
Potable water

Wells

Plan regulador

Gran Chaco

Naticnal Statistics Institute
Bus Terminal

*  Proccurement
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Internal

Staff = 181

Engineers = 2k  Architects = 2
Economists = 10 Technicians = 56
Lawyers = L  Support and Field = 85
Outreach: Medium

30 extensionists in a fruit project.

Prevent immigration of campesinos to
other provinces and to Argentina.

Exhivit A (9)
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CODETAR
Money Image Morale
Current Program Doctrine Proud of strong executing capacity
Agriculture = 31% - Balancad urban/rural social-cconomic and of being able to spend lots of
Industry = 38% development in each of Terija's five money.
Rural Infrastructure = 15% regions,
Natural Resources = 129 Worried about weak egriculture

expertise (they lost a good man to
CODECH ).

About to lose strong president.

Angry with GOB over project approval
process.

External

O0il royalties are geing down.

No problem getting budget fulfilled.

Requests are primarily for rural
infrastructure.

There is apparently little demand
for urben infrastructure in Tarija.

Rural population centers send groups
in to meet with CODETAR face to face
(not just letter requests).

CARE, World Bank, USAID think enough
of CODETAF to invest in it,

Sensitivity

CODETAR is already actively loocking
into royalties from sale of gas to
Argentina,

"They expect us to solve all our
rroblems."”

CODZTAR is very public-relations
conscious. They pay attention to
what potential donors think of
them.

"We have already setisfied demand
for urban and rural infrastructure."”

'"Same people want us to do big
industry. It's early for that."
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Methodology for Institutional Analysis

To assist with the institutional analysis of the nine corporations,
the Mizsion contracted with Practical Concepts Incorporated (PCI),

A two-person team visited all the DDCs (except CORDENO in which case
interviews were conducted in La Paz with representatives fram the
corporation) during May and June 1979.

ICI's methodology for assessing the institutional strengths of
Bolivia's Regional Corporations had the following components:

A, Comments on the Scope of Work;
B, The Scopc of Work and Milton Esman's Components of Organizations;
C. Interview and Document Search Questions; and
V., The MIM Model for Predicting Future Effectiveness of Organizations.
A, Comments on the Ccope of Work

Two tasks wore straight forward:

2. Staffing Current and Planned; and

4. Types of Projects Currently Being Implemented.

Two tasks nceded broadening:

l. Orguanizational Structure; and

3. Technical Capability of Staff to Design and Implement Projects;
and

Two tasks needaed to be added:

5. Internsl and External Image; and
6. Internal and Extcrnal Morale.

The two tasks that needed broadening:

1. Organizational Etructure

Must be broadencd to include how the corporations relate to
people and groups outside themselves, In particular, we must know
about linkages between corporations and poor rural farmers, plus
corporation linkages with other development organizations in the
department such as ministries or local civic and political groups.
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3. Technical Capability of Staff to Design and Implement Projects

Must be broadened to include sociological and cultural capacity,
In particular we must know about linkages between the corporations and
poor, rural farmer,

Note that the broadenings of tasks 1 znd 2 cover the same ground.

The two tasks that needed to be added:

S5.4. & 5.b. Internal and External Image

What do the corporations believe and think about
themselves, and what do others (particularly poor, rural farmers)
believe and think about the corporations?

6.a. & 6.b. Internal and xternal Morale

What evidence is there that the corperations are
valued by those inside and outside them? And, vwhat evidence is there
that projects directe=d at rural poor farmers are valued?

Image and morale are as strong determinants of how the corpora=-
tions will perform ag any of thc other factors.

B. Scope of Work -- Espan's Components of Organizations

Az a tool tor arganising our auta cellection, we used the come
poncnts of orpganizations developud r'or AID by Milton Ecman of
Cornell University. Below we show the relations between the cam-
ponents and the Ccope of Work Tacke,

Fsman secre of Work
Leadership la Internal SCtructwre
Doctrine 5a Internal Image
Programs b Types of yprojects currently bteing
implemented
Resources 2 Staffing currert ard Pplanned
3 Technical capacity of staff to design
and implement
Internal Structure 1la Internal Crganizational Structure
Linkages 1b, 3b Relations to other reople and groups
Outside Esman's List 5b External Image
ba Internal Morale

&b External Morale
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C. Interview and Document Search Questions

Following is a list of the questions we used to carry out the
analysis of Bolivia's regional corporations' institutional strength,
In some instances the answers came from documents, in other instances
they came from conversations with corporation personnel, and in others
they came from observation,

Doctrina

=octrina

1. En breve, squé es y qué hace su corporacibn?

2. ¢Diria Ud. que su corporaciédn tiene una misién? ;Cudl es?

3. ¢Quicnes son, o deberian ser, los beneficiarios de sus actividades?

b, ;Como quisiera Ud, que sea su corporacidn en cinco afiog?

Programa

1. :Qué son los fuertes de sy corporacién?

2. Cudles son sus debilidades? Debilidades no financieras?

3. :;Qué tipos de brcyectos son aceptables Yy no aceptables?

L. iCudles con 3Uus proyectos actuales? (Documento)

5. ¢Estén incluidos proyectos que ayudan direcctamente al campesino?
Tipo y monto.

6. ¢Cudles son sus proyectos futuros? (Documento)

Liderazgo

¢Quiener son sus lideres®

Formacidn y experiencia,

Miembros del Directorio.

¢Podria hablar con algunos de ellos?

[EANACTN

_—
.

Recursos (Documentos)

Presupucsto para 1979. TFuentes de fondos.

Problemas y demoras con el Presupuesto,

Personal actual, Tipo, némero, tiempo de servicio, salario,
cQuién trabaja directamente con los campesinoes?

Personal planeado para el futuro,

I -

Estructura Interior

Organigrana,

Planificadores y ¢jecutivos. ;Quienes son? Separados ¢ no.
Evaluacidn y monitoreo. ¢En qué consiste? ;Quién lo hace?
(Cudl es el pbroceso para iniciar, seleccionar, aprobar, y
llevar a cabo un proyecto?

5. 3Como utilizan el diagndstico?

S0 N0
¢« o o
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Enlaces con Otros Grupocs y Organizaciones

1. ;Cudl es la relacidn entre ustedes y los campe51nos9
2. ¢Con quién colaboran ustedes en la planificacidn y ejecucidn
de proyectos?

Otras Corporaciones, Consultores, Grupos Locales, Empresas Mixtas

aQue hacen cuando necesitan ayuda técnica?
;Qué expcriencia tienen con contratos? :Podria copiar un ejemplo?
;Cudl c¢s su relacidén con el Ministerio de Planeamiento?

N =l

Imagen lixterior

1. ;Qué tipo de servicios, ayuda Yy proyectos piden los campesinos?
2. (Pucdo leer lus solicitudes

3. ¢Cudntas zolicitudes rec1beu al ano?

4. Articulos cobre ustedes en los diarios.

5. ¢Qué picncan los campesinos de ustedes?

\ .2 -
Moral d- cu Corporacidn (Interna y Externa)

1. ;Qué tiro de proycetos tienc: mayor prestigio entre los
micnbros de su corvoracién?

2. ¢Qué obsticulos dificultan qu: ustedes obtcngan fondos y
recursos’

3. Estén loc donantes de acuerdo con sus finalidades?

In institution building projects, AID wants to build organizations
that can solve problems over the long term without AID's help, Below
is a list of com- of the things organizations must do to solve pro-
blems on their own without cutside help. The 1lict is meant to be
suggestive, not exhaustive,

Curvive:  Continuc to exist,

Grow: Lelf-generate to match the size or problems or recover

{rom trouma,

3. Aaapt: Devect changes in problems and conditions, and alter
operations to match the changes,

%. Innovate: Introduce change to colve problems.

P b
g

PCI uses the word viable to deseribe crganications which can do
all the above,

A problem that institution builders have is that they want to
know whether an organization will survive, grow, adapt, or innovate
before they happen. Under a separate AID contract, FCI developed a
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model for predicting an organization's future effectiveness, and
called it the MIM model. The model includes:

M = Money
I = Image
M = Morale

The Essential Elements of an Organization: Money, Image, and Morale

An organization can be conceived of as having three essential pro-
perties:

1. Image

The cognitive dimension of what people think about an organization:
knowledge, on the part of those internal as well as external to the
organization, as to what the organization is and does, and why it
exists,

2. Morale

The affective dimension of attitudes held about an organization:
the assessment of those internal and external to the organizatiocn as
to where they place the organization's image and operations in their
structure of perscnal beliefs and priorities.

3. Monex
Money and the things that have been ang could be bought,

As a sirple mnemonic, we call the above the "MIM Model" for Money,
Image, and Morale,

Use of these detinitions points up a possible fallacy in thinking
about institutions, where we may overly concern ourselves with money
and thc things money can buy. Our proposed model suggests that
"money" is only one, possibly the least important, of three key
assets,

Having defined an organization in terms of itg elemental and funda-
mental broperties, we now define viability as the state of being that
ensures preservation of those essential properties. An organization
that has an image, money, and morale exists. To the extent that we
can guarantee continuation of its image, morale, and replenishment of
its money, we are confident that it will continue to exist, or meet
our general definition of viability.
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An analogy is to liken the organization to a single-celled animal
Our organization is the single-celled
animal., The sea of nutrients is the societal and economic context
of the organization. The organism is viable if the nutrients it
requires are availablec from its environment.
exchange used up nutrients for fresh ones -- continuing and indefinite
process in which there is a homeostatic relationship between the

adrift in a sea of nutrients.

organism and its environment,

It can and does freely

As external money from clients, sponsors, and suppliers, etc., become
internal money, external image and morale tend to become internal
image and morale. Members of an organization tend to think about

and value their organization the way clients and sponsors, etc.,

think about and value it,

And as money i:z obtained through transactions, image and morale are
As there are identifiable, discrete

obtained through transacticns.
instances where an organization's

money arc obtained and spent, there

arc also identiriable, discrete instances where an organization's
image and moralce are obtained and spent.

As an organization depends on valid money transactions, it also
depends on valid Image and Connotation transactions. A valid transac-
ticn is one where more resources are obtained than spent.

What goes where in the MIM Model?

Money

Image

Morale

Inter-
nal

- Real program
(current projects)

- Staff

Doctrine

- Problems and advantages
in attracting and hold-
ing good people,

- Relative prestige of
"ruril poor" projects.

Exter-
nal

1. Receivable from GOB
and other donors.

2, Payables for debt ser-
vice and other costs

What kinds of
help do people
request of the
corporation?

- Volume of requests for
help.

-~ Cther donors who think
corporation worth in-
vestment,

Sensi-
tivity

Are resources on the way
up or the way down?

What does cor-
poration think
its External
Image is?

Corporation estimates of
demand for its services.
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Eisman's Components - The MIM Model

Esman components that appear directly on the model:

- Doctrine: Appears as Internal Image;

- Program: Appears as part of Internal Money;

- Resources: Actual resources are part of Internal Money; prospective
resources are External Money.

Esman components that appear indirectly in the model:

- Lcadership: Appears indirectly in all nine,

- Internal structure boxes: They must be judged.

- Linkages: On their effects, not directly,

Components peculiar to the MIM Model:

- lxternal Image

- Internal Morale

- External Morale

Generic Log Frame for Institution Building

Goal Improved standard of living and quality of live of rural
poor.
Organizations which:
Survive
Purpose Grow
Adapt
Innovate
M I M
Leading 1
Indicators
of Purpose E
S
Leadership Resources
Outputs Doctrine Internal Structure
Program Linkages
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DEMAND FOR PROJECT FUNDS

Summary Listing of Potential Subprojects

Pando

Small-scale Agroindustry (primarily
rubber and Brazil nut processing)

Potable Water érural areas)

Potable Water (Cobija)

Electrification (rural areas)

Sub-Total
Beni

- land Improvement

- Improved Vegetable Production
Improved Rice Production/Dairy Feed
San Carlitos Livestock Center

-~ Pig Production
- Sheep Production
- Dairy Production

Rice Silc
Rural Flectrification (18 projects)

Sub-Total
La Paz

- Potato Silos (over 5 years)
- Cattle Improvement

- Apple Production

- Grape Production

- Poultry Production

~ Coffee Production

- Reforestation

Sub-Total

3

$ 100
189
113

$  bs2

15
285

120
60
80

50
615

$ 1,415

$ 1,000
135

25

150

50

50

100

$ 1,510
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-2.
Oruro
- Quinua Production/Industrialization $ 100
- Dairy Cattle Improvement 200
- Small-scale Irrigation 100
- Reforestation 50
- Potable Water (rural areas) 75
- Electrification (rural areas) 150

Sub-Total $ 675
Cochabamba
- Tarhui Production ‘ $ 100
- Banana and Yuca Production/Industrialization 700
- Vegetable Drying Plant 635
- Piretro Production 100
- Small-scale Irrigation (6 sites) 1,000
- Reforectation 500

Sub-Total $ 3,035
Santa Cruz
- Dairy Production $ 800
- Grain Dryer 500
- Area Specific Ag Development 2,400

(Improve production of fruits, rice, coffee
and cattle, over 6 year period)

- Potable Water (29 projects) 1,200
- Wells (30 projects) 255
- Electrification (19 projects) 1,700

Sub-Total $ 6,855
Chuquisaca
- Improved Sheep Production $ 200
- Improved Poultry Production 100
- Fruit Froduction/Industrialization 500
- Apple Production 100
- Reforestation 200

Sub-Total $

1,100



VIII.

IX.

Tarija

- Fruit Production

- Storage Facilities (2 corn silos)
- Land Improvement

- Irrigation Improvement

- Potable Water System

- Wells (10 projects)

Sub-Tota 1l
Potosi

- Small-scale Irrigation

- Trout Production

- Sheep Improvement

- Fruit Production

- Reforestation

- Potable Water

- Electrification (4 prejects)

Sub-Total

TOTAL DEMAND
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$ 100
400

L70

65

25

85

————

$ 1,145

$ 205
100
35
50
50
500
150

$ 1,090

$ 17,277
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SAMPLE SUB-PROJECT ECONOMIC ANALYSIS

I. TRE-FEASIBILITY STUDY: VEGETABLE COLLECTION CENTER, VILOMA RIVER
VALLEY, DEPARTM®NT OF COCHABAMBA

A, Brief Project Description

The project will finance a marketing and collection center to
improve the marketing of two principal cash crops -- carrots and
onions -- grown in the micro-region of the Viloma River Valley,
located in the Province of Quillacollo in the east-central portion
of' the Department of Cochabamba, Financing would be provided for
the construction, equipping, maintenance and working capital for a
center which would have an installied capacity of handling 32,9 metric
tonc of produce a day (11.6 MT carrots, 21,5 MT cnions), The follow-
ing processes ace incorporated into plant design:

- receptiocn of produce

- prcliminary cleaning and sorting
- washing

- sorting and clascifying

- uniform packaging for market

- wcighing

- shipment of produce to market

The center ig designed to work at arproximately 20 per cent
of' installed cupacity during the first year of oprerations; 50 per
cent during Lhe second years and 0 per cent at year three. At this
point it would b+ capable of haraling the entire markctable Pproduction
of the micro-region, as well ac sone of the surplus production fram
neighboring areac,

Tctal projeet costs ure estimated at $b 5,206,304 (Us$260,315),
of which $b 3,109,271 (607) correspend to fixed assets and $b 2,097,033
(40%) to working cupital,

B. Project Purposec and Rationale

The purpoce is to decrease small farrers' deverdence on
commercial intermcdiariec for the sale of their rroduce, as well as
to favor consumcrs by orfering a higher qQuality product at a lower
cost,

Carrots and onions are the micro-region's brincipal cash
crops; other major crops, such as corn, potatoes and grains are grown
Principally for home consumption, whereas 87per ceat of carrots and
97 per cent of the onions produced in the micro-region are destined
for market,
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The following table shows actual production data for carrcts
and onions (bascd on 1978 data) as well as anticipated production
for the year 1983 -- a low estimate based on current irrigation
practices and a high estimate which considers increased production
from planned investment in irrigation. Marketable surplus is also
estimated.

PRESENT AND PROJECTED PRODUCTION OF
CARROTS AND ONIONS: VILOMA RIVER VALLEY
(Figures in Metric Tons)

Carrots Onions

1. 1978 Production 1,363 2,183

--Marketable Surplus 1,186 2,118

2, 1983 Production 1,563 2,614
(Without Irrigation)

--Marketable Surplus 1,360 2,536

3. 1983 Producticn 2,7.8 5,069
(With New Irrigation)

--Marketable Surplus o,301 4,937

At the present time, area producers receive $b l.7l/kg for
carrots and $b l.&ﬁ/kg for onions; intermediaries then sell to
wholesalers and retailers in Cochabamba, La Faz, Oruro and Santa
Cruz, Average priccs for carrots in these markets range fr« > a low
of $b 4,50/kg in Cochabamba to a high of $b 7.00 in Sarta C 4z,
representing marketing margins of up to 76 per cent. In the case
of onions, the market range is from $b 4.80 to $b 6, representing
marketing margirs of up to 69 per cent,

When the mavketing and collection centor is in operation,
it is expected that producers will receive &b E.OO/kg for carrots
(in constant terms) and $b 2.70/kg for onions. Tabi=z II,D,1 uses
projectad production figures for 1983, both without and with im-
Frovements in irrigation, and shows the incremental value which will
accrue to producers as a result of the project.,

Total incremental value is approximately 35 per cent at the
level of the producer, utilizing cervices of the narkcting center.
This would imply not only increased family incomes, but also an
incentive to increace productivity.
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INCREMENTAL VALUE CF FRODUCTION WITH FARKETING AND COLLECTION CENTER: 1983

Carrot s Cnion s

Value of Value of Value of Valuz of

Increrental !

N remental
Marketable Productioun Froduction Value + ; Marketable Production Production I.\r;;‘_iﬁ'retzo
Surplus Withcut With ; v vo i Surplus Without With P -
armers Parmers
(MT) Center Center ($b) (MT) Center Center ()
($v) ($b) ($p) ($v)
Without irrigation
improvement 1,360 2,325,000 2,720,000 395,000 2,536 4,793,000 6,847,000 2,054,000
With irrigation
improvement 2,391 4,088,000 k4,782,000 69k, 000 L 937 9,330,000 13,329,000 3,999,000

Total Incremental V:Zac to Region Without Irrigation: $b 2,449,000 53‘4%)
Total Incremental Value to Region With Irrigation: $b 4,693,000 (35%)

$b 20 = US$ 1
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C. Project Benefic‘aries

The micro-region contains 14 communities, with a total of 867
families (or approximately 4,335 individuals); by the year 1983,
assuming a 1,53 per cent increase as measured in the latest population
census, the population will be 5582,

Economic activity is almost cielusively small agriculture,
Of a total land extension of 2595 hectares, 1955 are in crop pro-
duction and 324 hectares in pasture land., Total land under production
per family averages 2.6 hectares.

In addition, up to 200 small-farm families in neighboring
areas will benefit through the utilization of the marketing center,
A total of approximately 6,500 individuals will thus benefit as a
result of the project.

L, Financial Analysis

In order to determine the financial feasibility of the
marketing and collcction center, the following factors were considered:

1. Annual Operating Costs

a. DPurchasc of marketable surplus fror farmers
b. FPackaging

c. Salaries of administrative and labor force

de. Transportation costs

e. Energy requirements

f. Maintenance and recpairs

g. Depreciation and amortization of fixed assets
h., General adrinistrative costs

i Sales costs

Je CSales commissions

2., Fixed Assets

a. Value of Land

be Civil Works

¢. ELEquipment

d. Office supplies and furniture

3. Frojected Income from Sales

Using the above factors, a cash flow projection was constructed
for a ten-year period (see Table II-D-2), Year A corresponds to the
year prior to the construction, and expenditures are for final feasi-
bility studies. Year O is the year of actual construction, and the
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center will begin operatiens in year 1. During the first two years
of operation, the center will show net losses, but once the center
reaches 90 per cent of installed capacity, in year 3 of its opera-

tions the cash flow becomes positive,

Table II-D-2 indicates an Internal Rate of Return of 16,95
per cent, with a benefit/cost ratio of 1.16 and a net present value
of $b 461,000 at a 15 per cent discount rate. Given the current
commercial bank system interest rates of 12 per cent, the investment
is financially feasible.

In order to determine the rroject's ability to withstand
unforeseen market variations, sensitivity analysis was DPerformed,
changing key variables:

- With a 10 per cent increase in Prices to farmers, cash
flow is negative; the same is true with a 10 per cent reduction in

prices to consumers,

-~ With a 10 per cent decrease in Pprices to farmers, the
IRR is raised to 4.9 per cent,

B+ Economic Analysis

To determine the econonic benefits of the rroject, the
benefits to the producers and consumers were added to the net {inan-
cial cash flow (line 5.4 of Table II-D-2), These benerits include:

- The incrcased income to farmers as a result of lowering
of intermediaries' margins.

- An estimated 10 per cent reduction in the price of carrots
and onions to the final consumer as a result of direct sales by the
marketing center,

Table II-D-3 shows the modified cash flow, including social
benefits, over a ten-year Period, and indicates an internal economic
rate of return of 79.3 per cent.

F. Expected Inpact of Project

The project will have the following impacts on the economy
ol the micro-region:

- Farmers will have a higher degree of security in the
sale of their production,
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- Farmers will receive a higher value added for their pro-
duction,
- Farmers will have incentives to increase productivity,
- Consumers will receive a higher gquality product for less
money.,

Less spoilage during the marketing process will result in
increased food supply in local markets,

- Possible industrialization of by-products in future.

G. Conclusions

The rroposed preject has a high bencficial on target group
farmers, will provide incentives to increase production as well as |,
improve family incame positions, and is both financially and
economically feasible,
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FLUANCIAL Tali Fio
YEAR
-1 o 1 2 3 N 5 6 7 £ ) 1c
- =
1. Marketable Surplus
1.1 Onions 1283 3e08 ST74 S77% S7T7L 5774 SI7h 5774 S5T7h. 577k
1.2 Carrots 691 1726 3110 3110 3110 3110 3110 3110 M35 2110
1.3 Total 1974 4936 6EE ool ath EEEL 8&8y SEEL 888k EE8, EEEY
2. Investment (In §!_: 0002
2.1 Fixed Assets Lo8 2478 376 55€
2.2 Working Capital 560 €58 279
2.3 Total Los 2478 560 €58 879 376 558
3. Costs (In 000
3.1 Operating Costs 6411 14283 2L779 k779 2b779 24779 2b779 24779 2L779 24779
3.2 Administration Costs Log Log Log9 409 Log Log Log Log Log Log
3.3 Sales Costs 1256 3002 5349 534y 53h9 5349 5349 5349 53k49 5349
3.4 Total Costs 8076 17695 30537 30527 30537 30537 30537 30537 30537 30527
L. Incame {In $v 000)
k.1 Sales 7172 17948 32007 32007 32007 32007 32007 32007 32007 22007
4.2 Salvage Value 36 56 1582
4.3 Recuperation ofr Working Capital 2097
b4 Total Income 7172 17948 32007 32007 32045 32007 32007 320€3 32007 2ERR
5. Cash Flow (In [80,]
5.1 Total Irncome Zg.K) 7172 17348 32007 32007 300Uy 22007 32007 39063 32007 35686
5.2 Le=ss Total Invectment (2.3) (ko8) (2u78) (560) (658) (8719) (376) (556)
5-3 Less Total Costs (3.4) (8076)  (17695)  (30537) (30537)  (30537)  (305%7) (30537)  (30537)  (30837) (20537)
5.4 Net Cash Flow (hog) (2478}  (1uek) (405} s5al 1470 1132 1470 1470 968 1470 91kg
6. Net Present Value
6.1 At 15% |
6.1.1 Discount Factor 1.1500 1.0000 0.8696 0.7561 C.6575 0.571€ C.L972 0.4373 0.3759 0.3269 0.28L2 0.2472
6.1.2 Present Velue (k€9) (ab78)  (1273) 306 389 Sug 563 635 553 - 316 418 1273
6.1.3 wpv b6)
6.1.4 R B/C 1.16
6.2 At 2c%
6.2.1 Discount Factor 1.2 1.000 0.8333 0.69L4 C.5787 0.k&z3 0.k4o10 0.33Lk9 0.2791 0.2326 0.1938 0.1615
6.2.2 Present Value (lo9o) (P47€)  (1270) (221) w2 709 455 Lgp 410 225 285 R32
6.2.3 nPV {719)
IRR = 16.55 % B/C = 1,16 Net Present Value (NPV) (55%) = $b 461,000
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ECONOCLIC CASH FLOW
YEAR
-1 0 1 2 3 N 5 6 7 8 9 10
1. Net Cash
Flow (408) (2.478) (1.464) (405) 591 1.470 1,132 1.470 1.470 968 1.470 5.1ko
2. Benefits to
Producer 521 1.303  2.345 2.345 2,345 2,315 2.345 2.345 2.345 2,345
3. Benefits to
Consumer 797 1.99%  3.556 3.556 3.556 3.556  3.556 3.556 3.556 3.556

4, Net Social
Cash Flow (4o8) (2.478) (146) 2.892 6.b92 5,261 7,033 737X 7.371 6.869 T7.371L 11.050

5. Net Present
Value
5.1 At 75%
5.1.1 Discount
Factor 1.75 1 0.5714  0.3265 0.1866 0.1066 0,0609 0.0348 0.0198 0.0113 0,0065 0,0037

5.:1.2 Present
Value (714) (2.478) (8
5.1.3 Net Present
Value 438
5.2 At 80%
5.2.1 Discount
Factor 1.80 1 0.5555 0.3086 0.1715 0.0952 0.0529 0.0294 0.0163 0.0090 0.005 0.0028

5.24.2 Present

Value (864) (2.478) (81) 693 1,113 500 372 217 120 62 37 31
5.2.3 Net Present

Value -78

ok 1.211 561 Lo8 256 146 78 L8 Ly

[WX]
~r

IRR = 79.3%
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II. FEASIBILITY STUDY: SHEEP IMPROVEMENT AND PRODUCTION CENTER,
" CORRALON MAYU," PROVINCE OF AZURDUY, DEPARTMENT OF CHUQUISACA

A. Brief Project Description

The projecct consists of one principal activity, increasing
and improving the production of sheep within the zone of influence of
the center, and two complementary activities: Pasture improvement ang
the introduction of new technologies in the Pbrocessing and marketing
of wool, The project is being considered by the GOB as a pilot pro-
Jjeet for possible replication in up to six other areas of the Bolivian
highlands,

1. Center Activity

The project will finance infrastructure and equipment to
install a model sheep raising facility in a highland area of the
province, In addition, the Project contemplates importing 2,500
Pedigreed lambs and 83 sheep, of high genetic quality, and over the
lifc of the project maintaining a constant population of M,SOO lambgs
and 150 shecp. The center will conduct experiments in high altitude
genetic improvement of local stocks, improved feeding methods and
pasture control. In addition, it will establish strict veterinary
controls over stocks in the area and instruct campesino families in
new nicthods of stock selection, breeding and pasture and health
control. The goal or the center will be the production, for sale
to small farmers in the area, of 1,500 pure-bred genetically improved
lambs per year, and 1,100 sheep, Prices will be lower than market
prices in order to facilitate their burchase by low-income families,

In addition, the centcr will Troduce an estimated 160
tons ¢ high-grade wool fiber ber year; this will ve sold to support
the operations of the center,

2. Pasture Improvement

Complementary to the Principal activities of the center
is a program to improve pastures in the area. Three activities are
Planned:

a, Construction of brotective fencing on small Parcels,
to develop high-resistence/high-nutritive value native pastures,

b. Cdllecting of natural pastures from valley areas to
test their res’stence on hillsides, which have experienced severe
erosion due to over-cultivation,

¢, Introduction of improved Fastures, both from other
areas within Bolivia as well as other countries,
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3¢ Wool Processing and Marketing

A second camplementary program involves research on
improving techniques in cleaning, classification and marketing of
wool, Technical advisors working at the center will give assistance
to farmer organization in the area.

Total project costs are estimated at $b 12,097,106
(Us$ 604,855); of this.$b 10,293,995 (92%) will be used for financing
fixed assets and »%1)803,111 fog working capital. Investment is
scheduled to take {lace over a :@b-year period.

B. Project Purpose and Rationale

The purpose of the project is to increase and improve upon
the production of sheep, both for meat and wool purposes, in the ares
circumscribed by the Province of Azurduy. At present, an estimated
5,400 small farm families are raising approximately LL,900 sheep in
order to supplement their incomes from crop production and provide a
protein supplement to their diet.

Typically sheep in the area are currently grazed on natural
pastures, with little or no control against disease. Given the
depleted nature of the Pastures, combined with a high incidence of
disease and a progressive lowering of genetic qualities as a result
of in-breeding, productivity is extremely low. The following charac-
teristics are prevalent in the arca:

- The majority of stocks are "raza criolla,” the result of
a progressive degeneration of two Iberian races imported into Beolivia
some two centuries ago,

- Weight is generally well below national averages; average
weight in the area is seven to eleven kilos of meat, barley enough
to meet home consumption needs.

- The "spinning count" which measures fiber fineness is
considerably below acceptable norms, ranging between Lls and Lés
whereas normal fineness for Processing should be between 5hs and 56s.,

- Approximately one and one half Pounds of wool per year
per adult animal is normal in the area, compared to a national
average of between four and six,

- Incidence of paracites and infectuous diseases is ex-
tremely high.

- Selective breeding is not Practiced,
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- Marketing is carried out sporadically when the family
needs ready cash instead of on a basis to control herd population;
sheep have been likened to a "savings account" in the area,

- Cultural practices inhibit modern corral techniques,
hygenic control weaning at appropriate ages, etc, -- all of vnich
contribute to low productivity.

The project will attempt to rationalize and modernize sheep
production in an effort to increase productivity and raise family
protein and income intakes. Specific objectives include:

- Promotion of sheep production in high altitude zones.,

- Inprovement of yields and quality of wool through the
introduction of' new breeds.

- Improved genetic quality through cross-breeding of
"eriolla" stock with imported breeds.

- Increased family incomes through efficient and planned
production,

It is expected that up to 5,000 small farm families will
benef'it from the program (25,000 individuals).

C. Projecet Bonerficiaries

The total population of the province of Azurduy in 1979 is
estimated at 30,400 inhabitants, comprising an estimated 6,080
families, Thc arca is almost exclusively dedicated to small farm
agriculture, with principal production in corn, votatoes, grains and
tubers -- and an cstimated 70 - &% of production is destined for
home consumption.

The majority of farmers also raise small livestock to
supplement family diets ané incore. In the case of sheep, this is
carried out on a very small scale; wherecas the national average of
sheep per farm family is about 25, it is less than ten in the Azurduy
area, This reflects two basic area-wide conditions: (1) the relative
poverty of the area in comparison to other agricultural areas in the
country; and (2) the low quality of pasture land, which, due to over-
grazing and poor range management, can support a declining number of
animals per year.

"Minifundismo" characterizes the majority of farm areas,
with family farms averaging less than five hectares, of which fre-
quently only one or two are appropriate for crop cultivation., Most
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of the land is rain fed, and cultural practices with regard to crop
cultivation are relatively primitive, i.e., less than adequate
application of fertilizers and pesticides, low incidence of crop
rotation, etc,

D, Financial Analysis

Both invectment costs and working capital reguirements have
been fully justified in the feasibility study, and projections of
yearly income irom the sale of lambs and sheep to farm families and
wool and manure on local markets are based on low estimates, so any
error in cash flow projections arc likely to be on the low side,

Financial analysis has used a [ifteen year time horizon to
calculate financial feasibility. Table II-D-4 gives a projected
profit and loss balance cheet, based on annual ecxpe:ditures and
income, Table II-D-5 demonstratcs the net cash flow including
investment costs. Based on thic cash flow, the foliowing financial
information was obtained:

- Internal Rate of Retwrn (IRR): 18,9%

- Benefit/Cost ratio (at 12%) : 1.27:1
- et Present Value (at 129) : $b 5,168,977

In order to test [inancial feasibility under varying con-
ditions, sensitivity analysis was pcrformed on critical variables,
with the following results:

- 10% reduction in inccame led to an IRR of 15.7%
- 10% increase in income led to an IRR of 21.8%
- 10% increase in costs led to an IRR of 15.9%

E, Iconomic Analysis

The feacibility did not attempt to calculate the social
benefits resulting to small farmers as a result of improved incames,
stating that "given the camplexity inherent in the process of social
evaluation and the scarcity ol information, i.e, the MPC does not
possess information on shadow values and prices of rroductive factors
at regional levels" such a calcwlation would be fruitless.

Given the pesitive financial IRRs, however, and assuming
that even as few as 10 per cent of area farmers currently raising
sheep actively participate in the project, buying the new genetically
superior breed and thereby upgrading their own stocks, it is obvious
that the project would have a positive economic impact and could be
Jjustified on societal terms.
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In addition to the positive impact on target group small
farmers, the project will have the following econamic inpact:

- Increasze in food Pproduction, thereby impacting Positively
both on nutritional levels in the target area as well as on overall
GOB balance of Payments,

~ Increased sale of wool fiber will have a pesitive impact
on generation of forcign exchange,

F. Conclusions
=2LLusions

The proposed project impacts favorably upon Production
levels in a marginal agricultural area, will have a positive income
and consumption impact on the rural poor, and is financially and
econamically feasible,
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_— TIAR
0 1 2 3 L 5 € g 3 10 1n 12 13 1k 15

Costs
Salari-s F0T.az2 Grh,928 geh, 5ot e S S Ty 2 LTh, €75,92F  €7%,928 7L, ot 674,528 674,528 £To oz 47h,528
Feed Progrem ShI,€81  z1Eik 277,798 337,100 E A =15, 3Rtk T LLe U, -h S9E,nk: 53E,MUE S92 sgg,liz sg6,LAT 53E,Lbz
Veterinagry ©l,F11 R, 661 03,564 S, =b2 107,658 115,133 1¢1,1ks 110,85¢ 110,256 110,c5€ 11.,%5¢ 110,E5¢& 110,254 117,E5¢ 110,€56
Medicine
Crops 71,520 97,675 127,620 127,€2C 44,070 11,k0C 11,400 11,400 11,ko0 11,400 11,400 11,400 11,400 11,400 11,Lco 11,400
(Pasture)
Mpintenance 7,204 33,58 39,526 39,55 35,5¢¢ B,k 33,55 29,57¢ 39,52 3y,5E€ 39,586 39,586 39,586 39,506 29,566 39,5€6
Other Costs 31,000 31,060 31,000 31,550 31,000 31,000 31,000 21,000 31,000 31,000 31,000 31,000 31,000 31,000 31,000 31,000
Contingencies 5,126 22,01k 22,04 25,986 25,363 28,686 28 €20 zL,&35 U7 hES 07,488 27,L8s 27,485 27,485 27,485 27,485 27,485
Total To:t 302,282 1,176,695 1,177,479 1,0€0,.0% 1,267,500 1,070,975 1,315,747 1,230, 0LA 1,31,/ 1,891,697 1,291,697 1,291,697 1,291,697 1,091,6$7 1,251,657 1,291,697
Income
Sale of Cheep Y964, 000 996,000 1,264,000 1,5L,000 1,75%,200 1,905,600 1,650,000 1,818,000 1,818,000 1,818,000 1,818,000 1,818,000 1,E1€,000 1,818,000
(Prdigreed)
Sale of Lambs 142,500 117,000 36k ,500 537,000 777,750 900, 00G €59,250 £27,250 827,250 827,250 827,250 827,250 827,250 927,250
(Pedigread)
?g::&ms) 3,200 4,000 £,000 12,800 L1,600 =,800 21,600 21,600 21,600 21,600 21,600 21,600 21,600 21,600
Lambs
(Discards) 8L, 760 109, ¢0u 700, 4G0 312,907 1,079,200 223,300 567,000 567,000 567,000 567,000 567,000 567,00C 567,000 567,000
Castrated rams SIS 00L,0000 26k,000 51,000 366,750 396,750 336,750 316,750 378,750 378,750 376,950 378,750 378,750 376,750
Wool 265,920 Lzs,uh0 531,%ho €52,25¢C LE 760 51€,2L0 720,800 774,920 788, 3€0 788,360 788,360 788, 360 788, 360 788,360 788, 360
Manure 262,000 453,600 430,400 501,200 556,420 L3,,000 52G, 000 571,500 £71,L00 571,400 571,400 571,400 571,400 571,400 571,400
Total Income 631,570 2,213,%% ,2%0,LL0 3,756,540 L,000,900 5,429,0L0 L,67C,260 L,580,920 b,772,360 4,972,360 4,972,360 L,972,360 4,972,360 1,972,360 4,972,360
Grose rofits -322,280  -0hL,775 1,035,915 1,00, 95t LT 2ELC06T 3,600,660 2:680,663 3,680,663 3,660,663 3,680,663

N

Note: Perreciation not consldered
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FINANCIAL RATE OF RETURN
Year Investment Costs Income Cash Flow
0 4,200,464 322,282 - b,522,746
1 6,093,531 1,176,695 631,920 - 6,638,306
2 1,177,475 2,213,390 1,035,915
3 1,260,482 2,359,440 1,098,958
Y 1,247,584 3,256,580 2,009,296
5 665,000 1,274,925 4,090,860 2,150,936
6 1,315,742 5,429,0L40 4,113,298
7 1,236,048 4,675,250 3,439,202
8 1,291,697 4,580,920 3,289,223
9 1,291,697 4,972,360 3,680,663
10 Th2,600 1,291,697 4,972,360 2,938,063
1 1,291,697 L,972,360 3,680,663
12 1,291,697 4,972,360 3,680,663
13 1,291,667 4,972,360 3,680,663
1 1,291,697 4,972,360 3,680,663
15 1,291,697 4,972,360 3,680,663
IRR = 18.93%
NPV = (12%) 5,168,977.8

B/C

1.27
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SOCIAL ANALYSIS

1. Introduction

The range of diversity found among the country's poor (ethnicity,
language, ecological niche, and locaic-rural Vs. urban) and the wide
geographic scope of this project makes it difficult to draw meaningful
generalizations. Major groups which will be the beneficiaries of goods
and service: provided by this project include: (1) indigenous peasant
communities; (2) Spanish speaking mestizo small farmer settlements;
and (3) urban poor. Although there are some characteristics and con-
ditions which these beneficiarics share, there are also significant
socio-cultural differences which require Specific treatments to address
critical needs and achicve participation in the development process.
Indigenous communities are coneentrated in the altiplano region of
Bolivia ehcompasising the Department of Oruro and portions of Ig Paz,
northern Potosi, and the Cochabamba and Sucre valleys. Mestizo villages
tend to predominate in the lower valleys - southern Petosi, Chuquisaca,
Tarija, and Sucre - and iy the tropical lowland: - the Beni, Pando,
and Santa Cruz. The landless are scattered througheut a11 departments
while the urban poor arc found only in the departmental capitals,

2. Beneficiaries

A. Indigerous Communities

Among the target groups, the indigencus peasant communities
are the least assimilated into the cultural mainstream of Bolivia
and therefore may require the most forcerul effort on the part of the
DDC's to achieve participation and transfer of besefits., Thece are
communities formed among peonec on the haciendas which exicsted prior
to the 1952 revolution as well as freehold comunities which were
never a part of the haciends system. For historical and cultural
reasons they have been relegated to the bottom most level of the
EBolivian social pyramid: such communities are made up of only one
ethnic group - native Quechua or Ayrara speakers as the case might
be, although there is some facility with Spanish, and are normaly
below the canton administrative level,

1) Social Organization

Within thecse communities, there are a number of cohesive
Tuctors at both the Amily and village level, which can and should be
utilized to achieve community participation in the choice and design
as well as implementation and maintenance of development activities,
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The most basic social and economic unit is the extended domestic
household. Normally it is made up of parents, children and spouses
and grandchildren if married. The determining factor in both the
composition and number of people of a household is the quantity and
quality of land over which it has effective control. Individual
households are linked to each other by marriage and compadrazgo
(ritual co-parenthood). These bonds in turn serve as the basis of
the ayni practice-reciprocal work exchanges among related households
during pericds of peak activity (planting and harvecting and animal
tending), as well ac loans of food and other essentials when circum-
stances dictate.

At the community level unifying factors inelude language
(Quechua or Aymara) and ethnicity (indian) which assume greater im-
portance because of the minority status of each and the history of
subservience under the latifundio system. Algo, although no* universal
there are communal work groups (minka) to which all househclds are
expected to contribute labor service - the threat of criticiem in
small face-to-tace communities inhibits malingerine, In addition,
most communities have communal pasture land tc which all households
have use rights,

1

The system of communit) lead: rrhip cxhibits considerable
variation. In free-hold communitics which were net arrected ty the
hacicnda system nor the land retorm the traditicnal, the infecrmal
socio-political :icsta rystem previils. In communities which were
a part of the land reform, the rindicato dominates. In some com-
munities the leadership system ic a compinaticn of the two - the
determining fuctors in any particular settlemernt being the degree
to wihich a particular landlord permitted the develcpment of the
fiesta syslem and the level of impict of the land rerorm.,

feccording to the Tierty mechanicn, adult men of the
community pas: through a series of ranked of'fice . Attached to
tach officc is an increased stutu: level and a local fiesta, the
scale and cost of which are commensurate to the orfice and which
mist be Tiianced by the incumbent. All coffices are voluntary, held
for one year. and there is no right of successicn. A man with suf-
ficient ambition and resources (eash outlayz for tieotas can beccme
gignificant) continues through the system until he reaches the office
¢ chief (euraca or jilakata) after which he becoros a respected
elder and is ccnrulted cn every important comminity level activity.

Within the system, the devivicon-mavirg process is
collegial. All :ajor office helders, the respected elders, and
in some cas=s all of the adult males, have a vcice in deciding
important matters. Even though the caraca or Jilakata is the local
leader for his term of office, and the official representative in
matters with the outside world, he is in effect the first among
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equals. He does not make unilateral decisions and his performance
is subject to the scrutinity of fellow villagers.

The sindicato is & product of the agrariar reform
created to lobby for land expropriaticn. In communities where it
has persisted sindicato officials are either selecced by the come
munity members (adopticn of the cargo system) or appointed by
national level representatives. The number of officers varies with
the cize of the community, but thers is one office hclder for every
major function - education, health, control of communal pasture, etc.
The leader holds the office cf Secretary General and like the caraca
or jilakata has recponsibility for dealing representatives from out-
side of the comrunity. Such reprecentatives are the corregidor - an
administrative official appointed by the national government - rursl
school teachers and health workers., As will be discussed below the
latter two categories of people, representing formal institutions,
could serve a critical promoter. role,

2) Eccnomic Activity

Fer virtually 411 farilies agriculture is the major

economie activity., The irdividual houzehold, i: uddition to being
the primary social feomert, is aluo the basic econemic unit. Division
0 labor fcllow. -+ x an; 1¢¢ lineo. Men perform tie more physically

demanoing wrricultural tacks, whil. women undertake the lighter field
activities, tend the animals (urpcgially in the altiplano where herd
type animal. such a- Llama, aipaca, and sheep are ur important part
ot household income) perfcrm zome marketing and cottae industry
functions, in addition to 1 full complement of domestic chores.
Chiloren contribute in recordanes with their sex, age, and physical
capabilitier,

The cize of rarme are niversully small,  For example
the averace cize of a pensant holaimg i: &, flectires, while in the
higher valleys of Cochabamba few rmerc have more than 2 hectares,
Moreover, not 411 available hectarag: is utilized. Land left follow
plus that wrich iz not usable “or ratural impediments reduces con-
siderably the amount of land under cultivation at 4ny ore time.

The primary ¢ricntation of produce is toward meeting
“ubsistence requirements. In Potos? an average ot 57 percent of farm
production is consumed directly by the houcehold and an additional
20 percent is recerved for se-ds and animal feed, While precise
data are not available for Ia Mz anld Cruro and the higher valleys
the situation is generally considered to be similar.

Crop mixes consist of Zrains and tubers with some
variation caused by ecological conditions. On the Altiplano quinua
and potatoes predominate, while in the higher valleys the principal
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crops are corn and potatoes combined with some barley and wheat,
Farmers located in less hospitable environments {(the wide majority
of indigenous farmers are in such locations) and situated awvay
from trunk marketing roads tend to use the basic grain/tuber mixes.
Those living in more favorable environments and who are closer to
markets have crop mixes which include fruits and vegetables as
well as grains and tubers,

Like the crop mix, the work cycle is in large part
determined by the environment. There are two periods of peak
activity. I'irst, the months of September thru November which are
taken up in land preparation and planting in coicidence with the
onset of the rainy season. The secord, is the harvest season which
begins in April and continues into June. The intervening period
between planting and harvesting is spent in field maintenance,
animal tending, househonld repairs and cottage industry activities.
The came applie- ror the segment between June thru August with the
added activity of migration for casual day labor work in the sugar
fields in Santa Cruz and Argentina.

Orf-farm and non-farm employment is a significant com-
plementary sctivity. As noted above the principal source of off-farm
cmployment is day laboring on suar plantation:., 1In addition to field
laboring, wmest householdas are engaged in come sort or cottage industry
and/or procezcing of animal by-products. The cottage industry spans
a range of activitics from semi-skilled artisanry te handicraft pro-
duction for both subsistence ard market ends.  Although exact figures
concerning levels ol participation and earnings derived from such
activities are not available, it i believed generally that they
add considerably to net farm hou-ci.cld income,

3) Quality of Life I.licators

Like ~conomic activity, indicator: of feneral quality
of life (illiterzcy, educaticnal attainment, health status) also
reflect substandard conditions among indigenous small farmers. For
the country the illiteracy rate is calculated at 60 percent. In
the countryside the provizion of educational services has lagged
far behind similar services in urban areas. In addition the rural
secial enviromment has placed less emphasis on reading and writing
#kills. Illiteracy rates are highest in areas with high concen-
trations of indigenous population. Of the five departments with
the highest illiteracy rates three, Potosi, Ia Faz, and Cochabamba
have large indian segments. In these areas, lack of facilities
and low priority ranking have combined with language and ethnic
barriers toc make formal training difficult to secure.
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Yith respect tc health, tke sub-par status is a
consequence of three factors: (1) poor nutrition; (2) inadequate
¢nvironmental sanitation; and (3) deficient health services. The
indian campesino diet is closely related to the subsistence
orientation of farming, that is, they eat what they produce. Con-
sequently, the diet is heavily urbalanced with carbohydrates (grains
and tubers) while severely lacking in animal protein and other es-
sential elementc:. Sanitation conditions are marked by the absence
of privies and potable water systems. Prevalent diseases inelude
scabies (perhaps 50 percent of the indigenous campesino population),
intestinal parasites, and respiratory ailments.

The incidence and rersistence of disease is in part
attributable to deficient health services, 1In the countryside
adequate facilities and traired personnel are excepticns, Ir ad-
dition, physical isolaticn and cultural disscn nce inhibit indians
from using urban/rural town health installaticas.

B, Mentizo Jmall Iy rmer.:

1) Social Organization

With rarc “ieepticne the cohesive factors present in
indigenous communitics . reducs d conriderably in mestizo settle-
ments. At the family level the cxtended househeld is the primary
social unit, but irterfuriliar kinship bonds are less influentigl,
Reciproeal work exchanges do not exist anrd aly additional field
work requircrents are met threush hired Yavor,

At the community icvel, respensibility for soeial
control is ascuned by the corregidor. Rarely are cerregidors
resiuents of the villapges, Lead rchip within the community is
provided on an adhioc basis. Orsanization tends to be task or
interest group specific - a committee is selected to manage discreet
activities (school building, roagd construction etec.) as they arise.
The committee exiczts for the duration of the project. Positions
are voluntary, but the welght of public opinion make: refusal dif-
ficult. As with indiarn villages, influentinl pecple, in regard
te planting iden: of change and serving as brokers between the
residents and the outsidg-~ world are clergymen, schocl teachers
and the like who my recide ir the community.

2) FEconcmie Activity

The economic activity of mestizo farmers is similap
to that of their indigencus counterparts. They combine crop pro-
duction and animal raising with off-farm (day-laboring) and aon-
farm (cottage industry) pursuits to gain a livelihood., In general
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farm sizes of mestizos are larger than indians, and their level

of market participation tend tc be higher - all of which suggests
closer assimilation to the market economy of contemporary society.
However, ad.ances are slight as most mestizo small farmers are
extremely poor. Per capita incomes for small farmer families in
Chuquisaca and Tarija are $207 and $232 respectively while ranging
to $400 in Pando and $450 in the Beni.

Although larger than indigenous holdings, mestizc
farms are small. The average size of farms in Chuguisaca is 6.34
hectares while in Tarija it is 4.75 hectares. 1In Pando, Reni, and
the colonization arecas of Santa Cruz although holdings are relative-
ly extensive, ranging up to 50 heactares, tropical jungle growth
and lack of infrastructure limits cultivable porticns to 3 hectares
or less.

Among mestizos there is greater commercialization of
produce, although the portion kept for household consumption is
s$till significant, and in the trepical areas preduction for sub-
sistence i1s the major orientaticn. 1In Chuquisaca, cver 50 percent
of small farmer produce ic sold, while in Tarija the average pro-
portion reaching the market is "2 pcreent.

In the lower valley:s tie work cyels is marked by the
same peaks and troughs of activities av described above. A notable
excepticn is Tarija where the period of land preparation and planting
cccurs later in the year (November - January) ac does the harvest
period (May - June),

~

3) Quality of Life Indicators

The education and health status of mestirzo small
farmers iz gencrally poor, showing only a slight improvement over
indizan campezinos. For example, available data indicate that 40O
percent of ¢mall farmers in Chuquisaca and 60 percent in Tarija
have completed th @¢ years of schooling, while only 135 percent
and 7 percernt have advanced beyond the third grade. Moreover,
illiteracy rates among small farmers in the two departments are
estimated to be 30 and 26 respectively, placing them among the
top five departments in the country.

Health conditions are marked by the same poor diet,
lack of envirormental sanitation. and deficieucy in health facilities
as found among indigenous peasants. The lack of healih facilities
and trained personnel is particularly critical in the colonizational
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areas in the tropical lowlands. In general mestizos are less
reticent (absence of cultural barriers) to make use of urban/
rural town health facilities, but many do face similar problems
of physical isolation and access.

C. Urban Poor

Recent (1976) Polivian census results reveal an annual
countrywide population growth rate of 2.11 prercent. Disaggregated
by ecologicul/geographic regions the data note more rapid growth
in the tropical lowland while chowing only modect increases in the
high valley and altiplano zones. The tropical departments of
Santa Cruz, Beni, and Pando have growth rates of 4.o] percent,
3.33 percent, and 2,92 percent respectively; the highland depart-
ments of Potosi, Chuquiraca, Oruro, and Ccchabamba all have in-
creases of lecs than 2 percent, This suggesta a highland to
lowland migration trend triggered by the availability of land
in the tropical areas,

A second major demographie trend is rural to urban migration.
Census data indicate that in 1970 tre urba: pepulation was 36.8 percent
ol the total population. Prejections for 1979 indicate that 42 percernt
of" the population will live in urban areas. Again the moving forces
behind this trend are scarcity of land in the highland hinterlands,
and the promise of increase economic and social cpportunity in the
cities and rural towns. For the most part the migrants are
campesinos and upon arriving in the cities are forming the urban
poor.

1) Social Orgnnizaticor:

Of thc three beneficiary groape, the rural town poor
have the least cohesive social organization. In this context rural
towns refer to towns of approximately 10,200 people or less at the
province administrative level. Distinctive features of these towns
are that they are made up of multiple ethnic groups (mestizo, indian),
are stratified into defined classes, and arc guided administratively
by appointed government officials. 1In add'ticn they have some
services and institution:s - nealth cliniecs, churches, nuclear scheols,
transportation facilitics - not rormally fcund in more remote com-
munities. The poor in these tewr. are lower echelon mestizos and
indian peasants who have immigrated from the hinterland. For the
majority, the rccent immigrants, the social ties of the country-
side are weakening while new alliances in the cities have yet to
coalesce. Although there are both real and fictional kinship bonds
the nuclear family assumes greater importance as the primary social
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unit. 3Beyond the family organizational mechanisms center on special
interest groups - neighborhood or block groups, recreational clubs,
ahd school or church related organizations. Although they do have

a certain "common purpose" aspect about them, they do not commard

the same degree of allegiance from the members as do the organizational
mechanisms in the rural sector.

2) Economrics

Although concrets data are not available, it is
generally believed that the economic condition of the rural town
poor, is only marginally better than that of their rural counter-
parts. For the recent migrants, little formal training and an
agricultural background Place severe limits on eniployment oppor-
tunities in the town setting. A fertunate number find work as
laborers in thes censtruction or srrvice industries which provides
steady employment ut a level above subsistence. TFor most, however,
occuppational niches are limited to <ther menial tasks (porter,
public sector mainteuance worker, janitors, street hawkers etec.)
which offer little financial return and stability,

3) Quality of Life Indiecnters

In general, town poor have a comparative advantage
over rural dwcllers in terms of nuality or life factors. Basically
this advantage ic a function of increared access, hoth cultural and
physical, to social services - principally schocls and health
facilities. However, it must be rotod that the physical conditions
under which they live are far from neceptable.  For the most part
they locate in SLwn or shanty town areacs at the veriphery of the
citiceg, loucit,r ise inadequate, marked by temperary constructions
which often become permanent for lack cr Tinanciig, and overcrowding,
Yet perhaps the mest severe problems are related to ranitaticn.,
Neighborhoods with piped in-hou s witer systems qre the exceptions
not the rulc. Community public rmweets are available but overcrowding
and poor maintenince jeopardizes the pctability of the water they
provide., latrines do exist but again overcrowding and maintenancs
tend to turn them into health hazzards rather than safeguards.
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SUBPROJECT SOCIAL ANALYSIS GUIDELINES

I. Introduction

These guidelines will provide the basis for determining the socigl
feasibility of subprojects, The analyses will include: (1) a socio-
economic profile of the beneficiaries; (2) identification of the needs
and priorities of the beneficiaries; (3) identification of potential
social and/or cultural constraints to subproject implementation; and
(W) strategies to deal with the coustraints and suggestions on tailor-
ing the design of the subproject to fit as closely as possible into
the cultural system of the beneficiaries, Not a1l of the items in the
guidelines which follow need to be addressed for eévery subject. The
guidelines are structured in such a way as to be flexible for difterent
types of target communities ang kinds of sub-projects. Therefore, the
emphasis must be on selectivity of items to be included in an analysis.

II. Socioeconomic Profile

A, Ethnicity

1. Indigenous
2. Cholo
3. Mestizo

B. Social Institutions

Identifieation and functional analysis of formal and informal
institutions at the local level which could be utilized to enhance
participatiocn.

1. Basic Sociceconomic Unit

a. Composition - how many people, what categories?

b. Division of labor within unit - Who is responsible
for what and at whom should a particular type of subproject be directeq?

c. Decision—making process within the unit - especiglly
concerning innovation and the allocation of resources.

2. Community Level Institutions

Which of the following exist in a comunity and could
be used to €Xpress needs and organize participation.
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Informal
- Local leadership systems (jilakata), ad hoc
committees.
- Work or interest groups - ayni, minka, neighbor-
hood associations.
Formal

- Leadership - sindicatos, corregidores.

- Work or interest groups - coops, grower/producer
associations, schools, church.

C. Production System

ll

munal, share

Agriculture

a.

b.

Holding size

Tenure arrangement - privately owned, private + com-

crorring, renting.

h.

Inheritance

Principal crops and/cr animals and work cycle,
Orientation of produce - subsistence vs. market,
Technology

Major groblems in farm preduction zystem.,

Expresced interest and needs of bereficiaries

concerning farm productiocn teclmeclogies,

2.

i,

Risk - behavior.

Non-Agriculture

a.

Cottage industry

- Types
Technology used

Preferred organizational arrangement

Princioml problems
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b. Agroindustry

- Sophistication level - i.e., capacity to organize
and manage

- Work cycle and availability of labor supply
. - Preferred organizational arrangement

D. Health/Environmental Sanitation

1. Sources of drinking and cooking water - sanitary?

2. In-house water storage rractices - sanitary?

3. Practices related to disposition of excreta.,

4. Beliefs concerning illness and good healtli.

5. laundering and animal watering practices.,

6. Priority ranking assigned to environmental sanitation,
7. Cormunity contribution - labor and/or finance,

E. Electrification

1. Current sources of heat and lighting.

2. Approximate cost cf heat and light.

3. Affordability of electricity.

4. Preferred payment zchedule.,

5. Potential productive uses of electricity,

6. Priority ranking assigned to electricity.

7. Community contribution - labor and/or finances

IIT, Tailoring Strategies

There is no set formula for predicting potential constraints
beforehand. Usually they are specific to the community and the type
of project being considered, If, howeven, in the design, sub-projects
are tailored to mesh to the extent possible with the local cultural
system then constraints will be kept to a minimum., The following are
a few illustrative eéxamples of the kinds of tailoring that should be done,
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1. Cultural variable - indigenous ethnicity and language

Tailoring strategies - (1) technicians with facility in
indigenous language.

(2) repeated, extensive contact to
reduce suspicion.

2. Cultural variable - village leadership system - (jilakata)

Tailoring strategies - (1) consultation with Jilakata to enter
community.

(2) use of jilakata as a responsibility
party for community.

(3) use of jilakata as source of ar-
ticulation for community interests.

(4) use of jilakata to organize com-
munity participation.

3. Cultural variable - prefcrence for inderendent household
activity in economic matters

Tailoring strategies - (1) avoid joint production and market-
ing mechanisms,

(2) use, as organizational mechanism,
"loose" coop or association
through which services are pro-
vided to farmer and he is paid
at time of turning over produce.

L, Cultural variable - household divisicn of labor which has
women principally responsible for animal

caring

Tailoring strategies - (1) directing animal raising improve-
ment or innovation projects
principally at wumen.

(2) use of qualified women technicians.
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Cultural variable - mini-max risk management behavior

5.
Tailoring strategies - (1) sensitivity toward tenuous economic
position of former and resultant
vehavior of reluctance to replace
procedures for something which te
him is an unknown.

(2) repeated successful demonstrations.
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o INITIAL ENVIRONMENTAL ENAMINATION

Project Location: : Bolivia

Projcct Title ¢ Departnrental Develop-
. ment Corporations

Fundins {Fiscal Yoo r and Amcunt} : FY 1979 $ 10 million

Life of Project : 4Years

JEE Prepared by : George G, Hoover

Date :

7 Dacember 1978

negative determination and decision be mmade {or this project,

Bascd upon this Toitisl Povironn-enial Exarpinetion, the proposcd
project will net have & significant ¢ffect on the phyaicsl or socio-
caltural enviroinent and, thercefore, does not require an Environmmentod
Asscssmenl or an 1'.'11\';;romx~on1a] Iinpact Staternert,

: D
U‘\‘ UJI.».\". .\:,Tx."\— ‘\-..\,‘- ’l\( '

Yrank D, Hirmball
Missior Director
USAID/Balivia

Concurrence:

¢

Datc: }\,‘\': i'-. 1 3 \‘;ky'!\ IS____
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1. Surmary Project Pescription

The purpose of the project is to provide financial resources for
rural oriented subnrojecis to be inplesented by the Departmental Develop-
ment Corporations. Funds provided by the loan will help f{inance the
backlog of subprojects now ready for imnlementation, new projects
expected to be develeped by the corparations as part of their noimal
operations, and new projects cxpected to be deveioped as a result of the
Rural Devielopment Planning Project.  The loan funds will be available
to the corporations to support their development prioritics.

It is expectec that the following types of subprojects will be
finariced: '

-~ MAgricultural development activities to improve crop/livestock
production :

-~ Mirketing facilities

-~ Reforestation

== Smil-scale rural infrastructure, inciuding irvication works, river
detence sysioms, aad ponds to previde year-cound water supply for
small Tarw usze «

== GSuall-scale agroindustrial onterprises

== Land fworovenont, dincluding use of machinery for land preparation and
1

harvestingy tang clearing is not anticinated.
-- Slorage facilities for agricultural. products
-- Small-scale rural encirgy systens
-- Potable water systems

To assure that the benefits of each subprodect

ar
the rural poor tirget aveup, o detailod sat of sub,.1ro
criteria wili be develsped duwring peoparaticen 7 othe

¢ directed toward
ject eligibitity
PP,

In addition to eligibility crituria, envirennental factors w4ill be
exewined for cach subpesjoct as part of the prelivinary approval orocess
for wubprojects.  The corporations will prepare Prelrinary Subproject
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Concept Documents {PSCG) which must be aporoved prior to the initiation
of dctailed feasibility studies. The PSCH will focus on the general
Tevel of environmental irpact expected from the subpiodect.  Specific -
concerns identified in the PSCD wnich will be examined in greater detail
as part of the subproject feasibility study.

Final de<iqn of subprojects thercfore will take environmental impact
specifically into account. To assist the corporation in establishing
procedaures for examing environsental roncerns, short-term technical
assictance will e provided under the project in the area of environmental
impact analysis. :

JI. Inpact Tdentification and Evaluation

A. Land Use

Generally, 1ittle cverall change in land use will result from this
project.  There shorld be no chances in either the characierof the
land vor in the use of the land. It wili still be dgsod for farming
almost exclusively. The areas utilized for non-coriculiural facili-
ties will Le necligibie.  The only o jor change which might coccur as
a result of the projoect ds that sticitly more land will be vitled os the
restiic of use of vater Toom troanicl ., Toy cepplotntsl dvrigation
anc er better occecLitility o navieie . pdciionad hectarace added
WILE Be quite Tiiiied nowever, dus o wne 1inits of tie ajor input the
small Tavmor Loz, i.o. his labor,

1. Changing iho character of the land:

a. Incressing the “cpulation - It is not expocled that there
Will beoany significant increrse or decrease in population as a result
07 a project activiiy. Over the long:r tevm it is oupecled that Lhere
will be some improvements in health end longeviiy.

b. Land fertility depletion is not expected to be oreatly affociad
and in fact, the cuniiary ray occur with the crosion protaction and be<ior
gccess to be provided o ke weadl faomer. Supplesentary iveiaation vill,
over a tong Leriy, aller some removal of datvimonrel <aits fvon project
arca soils in the woest.  BGetter access will aliow tor the distribulion
of belter seeds, fevtilizers, ete. wiricn, when coupled vith access 1o
existing and fmproved aoricultural extension activity, should in the
Tong run actually prevenl <ol mineral deplation, if not actually imnvave
the soils. Protection of riverine siit flats ivon erosion by the smad:
rivers in these vaileys will preserve the fertility of thesc areas,
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C. Land Clearing - None cxpected,

2. Mtering tatural Defense

———

There are no foreseeab]e'consequenccs.

w

Foreclosing 1mmortant Uses
No use, other land agricultural, is anticipated in any significant
degree and thus no foreclosure in anticipated. ‘

A Jeopardizing Man or tis horks
Evosiun control is ;3 aenuine plus faclor 1in this nroject. Rock
Tilled wing gabione constructed in the riverbeds will divert the flood
flows of the smal] "ivers away from the silted flats viich are the
richest 50ils in these aregs,

B. Mater Quality
The irrigation vorke Will be very smald scale (aboul 50 hectares)

and will rely on danersion structures in the streams and attendant unline
canals into ihe fiolds, Yhis counled with civersion oy polable use i1
resull in a smal) ri-duciicon of flow »and A STigh* dnercine in salinily in
the strozims thems o Tvas Howover, 9% 45 104 EXBTCLEC That Ahis will hevs

a Sianiiicani imprct on Lhe aruality of wiveriae nor Ground waters,
2. Ofher Vater quality rirncts

Hith the introduction of latrines, the bacterinl and viral con-
Lamination of surface vater will din gl probabilyty Lo veduced. There
will be contaminalion of th> ground weter ithin a 15 peter radius of
e latrines whero it may be necessare Lo dig water wells. These viells
will be siied outside of the influence renge of these latrines, Mo
other physical or chemical chinges in water quality can he anticipated.

C. Atrmospheric:

Voo Air additives

None cipected.
2. MNir Pollution

Hone exvected.
3. MHaise Pollution

lone expecied.

. Haturd Reneurcss
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1. Diversion or Altered Uses of Mater

Tne diversicon of water will in all probebiiity consist of the
channeling of storm runnif vie the ¢itch and bricdas/culvert system
and in the canalization of river waters to fields for irrigation and
to houses for drinking purpases.  These will not be of a <cale
significant enough to affect the overell cesyston of the streams involved.

2. lrreversibie or Inefliciant Comituent of Posources

There ave pone unticipated in the project dusina. 1T desion
surveys indicale that unlincd canals would lead io subulantial sub-
surface absorption or leakage, the rroject will provide for lining
or pit “ng.

3. Other Factors
Comvaiiments of wood, wnodler e or rthe forest and or tinber
praducis of the project i aliost non-existont,  he netive flora of
typical of hich altitude mourtainous 2rezs which atves way to qrass -
Tands on the Tever cosiermest area of the crajgsct area, Thare are

Pe sianificant stards of Torsot i the frer Dovhie e Chan the Juenale cooo
To the movthoos et wild comovionee cndo o - Tooited cleapivg o

i
the mojocl, PTG caroctad that the nrodec. wil, Lhemefore includs
SO re-furestarion ciiart au well oa 1404 ponaels ot oin solected

areas.
C. Culiurs)

1o Altering Phyvical Sy hnlg

tion of cultural
SUrVRYs pricy io
Site and will

Ho cewntric., charcho o, chivit~g oy olber Tncs
significance w1t Lo dieturbog Ly the prodect. Site

actual construction, 1vild tacntify anv such cultural

modily dcsign, Tocotion elc. as NACoLLary.,

2. Changes in Proulation
Ho signiiicont chenens in populating op croatation patterns, ¢ither
within the projcet o or fhough in or out rietion Yrea the projoce zrea,
are expaeica in the coresenshles futurs, Thers gy Wtirately be e
slighi increess dus 'o vedusiion o ert-miotation o navo populous Cont.rs.
F.  Socie Feoneric

1. Chandes it Feonomic/Euployiont batespe

Choance o in i onere] pcans i icnation siwuld ha the incrensieg
of disnecable Sncame 0 e salive ool pupdiaticn saevod by the pealecr,
Inprovenonis in acslCa, suppleeontary trigation, nd ware reliable

medirs of meving creps from fara to market will enciuragn famers to devote
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more time, land and other inputs to ihe production of marketable crops.

The present situation discomaces production of any nerishable
or fragile produce and chennels production into crons which require
Tittle water and wiich store easily ior on-farm consuzntion. The copbs-
nation of increaced accessibility to markets, diversification into hicher
utility crops, lower transnoctation coct and lcss dawage to produce as
a result of transprortation should Dring an incroase in the standard of
Tiving of these targe: grocun. Ho chinees in erploynent patterns are
expecind, except that the individual farmer may Gevote more of his
time Lo increasing production. :

2. Changes in Ponulatics
(see e.?2)

3. Changes in Cultural Patterns

None e:nectled.

6. lexlth
1. QﬁﬂﬁﬁﬂﬁfhﬁMElﬁwﬁﬁmﬁﬁﬁ
It is anlicinated
howi

¢ that any cionificant deleterious clianges in
natural enviver-ornds witl tolo piace. :

N>

-
v
.

Eliminating s brosystor Slciont

0 celemrii of the coonystem of the project area has bcen idencivicd
as & candidate for elimination, cithey dircctly or secondarily, as &
resullt of propuscd proioct ectivities,

3. Other Footors

The proj-ci should 1 e hoth indical care ind preventive medrcing
facilities nmore available and acczssibic Lo the rerad poor.  The provision
of poiable vater oo Toirin.s is cxproted Lo sicaiticontly roduce the
incidonce of gastiointostipai diseicce . QOFf thac TeD Tive dolined ceuvses
of rortality (ressiratory infoction, castro-inte:tiral infeciion, Aanping
couqgi and all otirr inTection, and perasitic diseases) aficcting the po-
pulation, nonc will be increescd by 1l orojoct.,

Norie of the discascs related te the creatize or maintenance ut vocior
breeding siies (i.e. walaric, yolicw foyoer, Gongus/ ieseorrhanie fever,
ele.) are epidenic in the QYOA, TN YN L LASCS @re onlv sporadically
endeitic, Hone of these VeCiar-Sorne divelses Sipe v in the top ton
causcn of either movbidity or mortsiity, [t 5 nak enticifrated that vere
Will b2 any dncresce in such vecioe becrding <5 Trou projoct achiviis,
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-H, General

1, International Ihmyacts

None arc anticipated with this project.

2, Controvessisl Jrmpacts

None arc crticipated as a result of this project,

3, Larger Proorem Imnacts

The project ie associated with other AT development projccte,
as well as, interrafed with projects of a similar nature sponsored Ly
other lenders, The piroject will provide divect infrastructare support for
;

AID projects in apricultare, yaral health and saniction,

4, Other Fuctors - Fndanoeved Specics_

Knowledse of wild plam and wahnal opesies i thoe project niren
s aminiira,  Hoe cver, the project activity ehould have little or no
Cdetrimiental offect on any plant or animal fpecies which may be ceasidered

endanpercd,
I, Other Yossible Tmoacts

None have been identified,
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GENERAL STANDARDS

1. The unit will take charge of all requests for materials, sta-
tionery, equipment and other items requested by the four
Corporation Directorates and other support and advisory units.

2. An adequate purchase programming will be prepared each quarter,,
based on the requests, calculation of inventory rotation and
availability of funds so as to keep in stock a sufficient volume
of items to meet the demand from the Directorates and other
units,

3. A "List of Suppliers" will be brepared based on local market
surveys, in order to have at hand this list of suppliers in-
cluding items and costs to facilitate quotations and the selec-
tion of the best commercial establishments,

L, The issuance of purchase orders will be made according to the
provisions set forth in the "Procurement System" document;
however, we must bear in mind that this is a basic element of
control and pay compromis: to the suppliers,

5. The Purchasing Section will supervise the reception of the
ordered materials according to the stipulations contracted

and wiil verify its admission into the Corpcration warehouses,

6. Since @ purchase brogramming will be in effect, "urgent pur-
chasing" should be avoided as much as possible,

OBJECTIVES OF THE SYSTEM

1. It ig intend«d to carry out the purchasing correctly securing
adequate characteristics as requested by the units irwvslved,

2. Cost, quality and timely procurement, either for stock cr
immediate use, must be directly correlated.

3. Other existing systems must be integrated in its entirety,
L, The chapter of procurement must be modeled within clear concepts
of expediency, responsibility, and selection and protection cf

the Government economie interests.

SCOPE OF THE SYSTEM

The process starts at the Kardex-Accounting Pivision based on
internal requests, either as non-stockable materials or as pro-
gramming for the implementation and continuation of pProjects or to

start new projects according to warehousing standards, pages 1 and
11 of the respective manual,
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The process ends with the approval of the awarding sheet by the
administration and the representative of the Previous Control
office and its forwarding to the Accounting Division for settlement.

Its contents cover:

- I. C. (internal control) of valued kardex accounting.

- Handling and checking of kardex by item,

- Handling and checking of kardex by supplier.

- Quotation request,

- Consultation with involved requesting units regarding technical
characteristics,

- Completion of awarding sheet,

- Approval and c¢valuation by the Administrative Directorate accord-
ing Article 3 of Law ’.o. 15223.

- Verification by previous control office,

- Issuance of purchase order,

- Settlement at Accounting Division.

- Central Warehouse action.

AREAS ATFECTED

- JFeguesting Sector

- Administrative Dircctorate
- Kardex Accounting

- Previous Control

- Auditing

-  Warchouse

GENERAL CCHE ERATIOND

-  The purchasl-g unit must esteblish standards and procedures
which will govern the procurement of use or conswumer goods,
furniture, implemenis and any other category of assets pur-
chased by the Institutiorn which are not in the scope of the
procuremetitb Law No, 15223 r'or the public sector.

- A direct reclationship with the accounting and wurchousing units
and the compatibilization of procedures tnat it in the similar
cverall adminictrative nrocudures 2{ the Corpeoration constitute
the base of this derign thet [ills the gup dbotween the account-
ing and warchousing systens rreyared by Ccop-r & Librand Con-
sultants, r'rcem the placing of the crder to the physical admis-
sion of' the respeztive goodcs.

- As a general standard the scope of ctandards and procedures now

designed iz effective when the amounts are rot more than

$b 200,000 as stated hy Decres Law No. 15223 regarding the
procurement, Law for the public secter, in which case we must
observe strictly such regulation. IY is necessary to determine
in this document the top amounts or limits for the operation
of projects as well as the circumstances and procedures.
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b)

c)

d)

Up to %o 1,000. When the purchase is for less than one

' thousand Bolivian pesos, it will not be
necessary to comply with the previous requirement for three
quotations, and the purchasing can be made directly at any
legally established commercial facility. Under no circumstance
the fractioning of the burcl.ase to avoid this provision will be
accepted,

Up to §b 20,000. If the purchase fluctuates between $b 1,001

and $b 20,000, it is campulsory to comply
with the requirements set forth by this document and which
could bu sunmarized as follows:

- Order to Kardex-Accounting

- Thre- quotations

- Purchase Order

- Awarding Tuable

- Admission to Central Warehouse

Up to §b 199,799, Once cempleted the above requirements of b)
and w.:2n the purchase order fluctuates between

$0 20,001 and 4b 199,999, iv ir essential that the purchase be

within th- vrogrerming of the warehousing system in addition

to its Tinal approval by the internal qualifications Commission

conaisting of:

= The Administrative Dirceto:

The Chior, Flaanc. Divition

One reprosentative Trem o Gootion Control Directorate
- The Zomptroller frem th. Previous Control ofr'ice

The officer in churge off preeureniont
= Onc representative Irom the requesting unit

[«

$0_200,000. And upwards mist comply with rogulations set forth
by Decree Law No, 15223 regarding procurement Law
for the Public Sectoy.,

DESCRIPTION OF THE PROCELURE

n)

b)

Rurdex-Accounting Rocuest, 3ns2d on the brogramming both for

the Investments and Jperation, the
Finance Divi. ios. through its Kardex-Accounting unit and with
prior arpreval by the Admirictration Lirceterate, will precess
the order subj~ct to brocedure standards designed under vhe
warehousing rysten.

Kardex by Itim. The officor in charge of procurement will start
a survey of the market oo establish:

- Fast movi.g items
- Acceptable quotations
- Credit porsibilities
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d)

e)

L

Following these previcas steps, the kardex by item is completed
keeping a direct correlation with the warehouse record, or in
the worst aase performing the handling and control by alphabetic
order.

The card completion is initiated:

- One time for Item - Code, which i1s the same for the warehouse
and specifications.

- The part provided for thz supplier should identify the largest
possible number of reliable suppliers,

Kardex by ‘upplier. Once made the identification of a supplier

by item, its name will be transferred to
tnoe kardex by supplier keceping alphabetic order and containing
the following information:

- suprlice

- Addrcos

-  Locatimn

- Salrs conditions
- Rem=zrks

Under remarks 21l observations will be noted to determine if
the suppli ¢ is enabled or not for a futur. purchase,

As previously stated, it ic preferabl. that the supplier operate
with the Institution under the oredit system.

Quotations. The officer i: charge of procurencent must select

Lo deust three cuprliers for the izsuziace of the
regpective quotations and nind them Lo specific aestinations
thus avoiding the sonrch wli over the loczl commercial esta-~
blichment..

In cacge the item iv not avnilable in one or mere commercial
establichments, the same number of other egitablishments will

be sclected to comply with the pertinent provisions of the
respective Deeree Luw. If the ordor covers various requested
items, eoch onc of these items must be quoted by at least three
supplicrs, conseguently the number of quotation: issued should
be sufficiont to comply with this requirement.

Once this ess@ntial requirement is met, the officer in charge
of procurement will procced to complete the awarding sheet for
the purchase,

Awarding She=t. This document must be processed by the cfficer
in charge of procurcment after complying with

the requircment of having 2t least three gquotations for each
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ordered item. These quotations must forcefully assign rriority
to the procurement of goods produced or manufactured by national
commerce and industry. Whenever the consurer goods or any other
goods requested are produced by a single national industry or
commercial cstablishment quotations will not be necessary, and
these goods may be directly procured attaching a note to explain
this particular.

The completion of the awarding sheet will be made according to
the following:

- Date. The date corresponding to the brocessing of the docu-
ment, in all cases it must be the Same on the last
quotation or a later one.

~ Item. Denomination of the item and dezeription of character-
istics, trade marks, and measurcments,

- Quantity. The same as requested on the respective I.Cc,
(internal control).,

-~ Unit. The units should be common to all cuppliers to permit
more or less realistic comparisor. showing a clear
preservation of the Government interests,

- Nam_of the Suppli r. If th- person iz - legal individual,
the rame of the business must be
registered and not the name of the owner,

- Conditions. Thic refers to conditions fer the sales of
_— . ~
consumer or any other good: lmposed by the
seller,

- Unit Ccst. Datun which i nIed primarily to determine €ssen-
-_— 3 . .
tial incidences.

- Total. Determines the overull incidence over the costs
variations, Finelly, at korizontal level it is
necessary to determine if th~ ynit cest quoted by columns
includes the sales tax, otherwis< this percentage will be
noted on the total columns only.

- The vertical columns for totals and the horizontal for totals
must coincide at its intersection and only at this point the
overall totlals by supplier will be determined. The process
continues for the procurement unit with the approvel of the
awarding sheet by the Administrative Directorate, according
to Chapter I, Article 3, of the Procurement Law No, 15223
for the public zector and the approval by the Comptrolier
fraom the Finance Ministry,
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Purchase Order., The present profile of the Institution vis-a-

vis the suppliers must be changed progressively
turning to an Institution with responsible and fast accounting
Procedurces and meriting credit. Administratively, the Institu-
tion will try to operate under the credit system, consequently
the purchase order must be a truthful bayment compromise doci-
ment on the side of the Institution. The burchase order and
several other forms are already at implementation stage and the
Procedures pPreviously adopted are the seme providing informa-
tion to:

- Person or business involved, original
- Accounting, first copy

- Warehouse, second copy

- Procuremcnt file, last copy

This way, the circuits are closed and complemented with the
accounting and warenousing systems.



ANNEX IV
LAW OF THE DEPARTMENTAL DEVELORMENT CORFORATIONS

GENERAL HUGO BANZER SUAREZ, PRESIDENT OF THE REPUBLIC

WHERFAS:

The Executive Power's Organization Law approved by Executive Decree
No. 10460 of September 12, 1972, and its Amendments provide in
Chapter IV the regulations for the Regional Administration,

That Law in its Article 87th provides for the transformation of the
Public Works and Development Committees into Developnment Corporations
by the issuance of a General Law for Regional Development Corporations.,

On the other hand, the National Planning System and National Projects
System Laws approved by Executive Decrees No. 11846 ang 11849, respec-
tively, include the regional level as an integrated part of both
systems,

harmonious and balanced development of the various regions of the

country, ensuring the rational utilization of their own financial

resources and providing new resources for those regions which lack
than,

It is consequently necessary to furnis’, che country with a legal and
adiinistrative instrument in order to have a consistent econamic
development at the regional level,

IN COUNCIL or MINISTERS, DECREES:

ARTICLE ONE: That the General Law for the Regional Development
Corporations in iigz fifteen Chapters and fifty-six
Articles be approved,

ARTICLE TWO: Thut the respective sources of incame and patrimony

which the Public Works Committees, Public Works and
Development Commi*tees and Regional Development Conmittees Dbresently
own be consolidated in favour of each one of the future Regional
Development Corporations.

ARTICLE THREE: That the Ministry or Planning and Coordination of the

Presidency of the Republic is authorized to study the
Possibility to increase the availability of their own resources to
those Regional Corporations that lack them and to submit its recom-
mendations to the consideration of the Supreme Government within
ninety (90) days.
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ARTICLE FOUR: All those legal dispositions contrary to the present
Executive Decree are hereby revoked.

The Cabinet Ministers in their respective Offices are entrusted with
the execution and campliance of this Executive Decree,

It is given at the Presidential Palace of the City of La Paz on the
nineteenth of February of 1978,

GENERAL LAW FOR THE REGIONAL DEVELOPMENT CORPORATTONS

CHAPTER ONE - GENERAL REGULATIONS OF THE REGIONAL DEVELOPMENT CORPORATTONS

ARTICLE ONE: The Present Law has the burpose to set, forth rules and

general requirements inherent to the constitution,
attributions and operational activities of the Regional Development
Corporations.,

ARTICLE TWO: 1In accordance with the present Law, the Regional Develop-

ment Corporations are public decentralized entities with
legal capacity, wdministrative, technical and financial operational
autonomy, with their own patrimony and indefinite duration,

ARTVICLE THREE: For the purpose of this Law, it is understood as region
the territory contained within the administrative and

political boundaries of each Department,; therefore, in each one of

theam it will be established and it will function a Regional Develop-

ment Corporation the same whier will operate within its respective

sectorial area, being its legal residence the carital city of each

Department.,

ARTICLE FOUR: The main objective of the Regional Devolopment Corpora-
tions is to provide economic ana cocial development

for the region by mecans or regional planning, the performance of survey

studies, elaboration of brograms and projects in accordance with the

natioral objectives and the execution and implementation of same in

accordance with the functions and attributions established,

CHAPTER II - GLOBAL, SECTORIAL AND REGIONAL COORDINATION

ARTICLE FIVE: The Ministry of Planning and Coordination of the Pre-
sidency of the Reyi»lic is the principal organization

within the National Planning Syste: reesponsible for the global, sec-

torial and regional coordination at a national level., At the regional

level it operates through the respective Regional Development Cor-
poration,
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ARTICLE 2IX: The Regional Developnent Corpcrations will channel

their administrative negotiations with the Supreme
Government through the Ministry of Flanning and Coordination of the
Presidency of the Republic.

ARTICLE SEVEN: The Regional Development Corporations will receive

from the Ministry of Planning and Coordination and
from the Public Institutions the national and regional programs and
development projects which are being executed or which will be
executed in the respective region, in order to facilitate their
planning and coordination tasks at regional level.

ARTICLE EIGHT: The Ministry of Flanning and Coordination will call
meetings at national, sectorial and regional levels
for the study of the national projects.

ARTICLE NINE: Each Regional Devclopment Corporation will be entitled
to establish consulting and advisory mechanisms under
the presidency of the Corporation President and consisting of the
representatives of public sectorial entities at regional level and
the representatives of the region's private sector, for the compati-
bility and coordination of plans, programs, projects and action.

CHAPTER III - COORDINATION OF REGIONAL DEVELOPMENT CORPORATIONS WITH
THE FREFECTURES ANL MUNICIPAL TOWN HALLS (MUNICIPALITIES)

ARTICLE TEN: Th: Prefectures in the respective Devartment undertake

the Departmental Goverrment in representation of the
Presidency of the Kepublic and the Central Govermment. In accordance
with the Administrative Organizational Law of the Executive Power,
they are to perform political and administrative functions, They
participate in the regional develepment planning und programming
through their representative in the Board of the Corporation,

ARTICLE ELEVEN: The Municipal Town Halls (municipalities) are
autonomous organizations in charge of performing

and exccuting equipment provision tasks and of providing services

to the urban areas. Their functions are complemented by the National

FPlanning and Projccts Offices which coordinate their plans, projects

and programs with the respective Regional Development Corporation in

order to avoid the overlap, duplication and dissemination of resources,

ARTICLE TWELVE: The coordination of activities for sccial, economic

and regional devclopment purposes among Prefectures,
Municipal Town Halls (Municipalities), Regional Development Corpora-
tions and other local and/or regional institutions shall be the task
of the Regional Development Corporation,
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CHAPTER IV - INTER-REGIONAL COCRDINATION

ARTICLE THIRTELN: The Regional Development Corporations Wwill be gble
to undertake Joint programs ang brojects in areas

of common interest by the subscription of the appropriate agreements,

after the approval of the Ministry of Planning ang Coordination,

CHAPTLR V - FUNCTICNS, STRUCTURE Al'D ORGANIZATION OF FUNCTIONS AND
ATTRIBUTIONS
e PN

ARTICLE FOURTEEN: The Regional Development Corporations shall have
the following attributions:

a) Shall draw up and submit to the consideration of the Supreme
Government throurch the Ministry of Flanning and Coordination of
the Presidency of the Hepublic, a Proposal outlining the objectives,
strategics, socic-economic development policieg for the region
within the national general development, objectives for itg further
inclusion in the National Plan +or Socio-Economic Development,
and structure Planning of the regional physical and economic
Space, and the coordination of the secctorial activities at
regional level, in order to achicve an efficient development
administrati, o,

b) Shall cluborat.: a Regional Pevelopment Plap Wwith special emphuasis

on the rural ;:-of.or within the Zrame of the Wational Development
Flan in accordance with the regulatione of the National Flanning
System,

c) Shuli promote the presrams o brojeets included ig the Regicnal
Developricnt Plan and shall ex cute their cun brograms and projeccts
in agreem nt with the regulation: of the Nationual Projects System,

d¢) Shall coordir: Le their own clons, pracrams cng broj-cts with the
regional pluis, programs and implementation Projects of the
national ¢  ;4ligeq wnd decentralizeq organizatiors and of the

privatc soctur with tne burpose tc meet the objectives of the
regional s0cio-cconomice development plan for which these organiza-
tions shall provide the pertinent informaticn, The Ministry of
Planning and Coordination will see that this operation meets its
objective:,

¢) Shall collect, breparc, reccive ang Provide the nhcessary diota
for the porformance of survoy studices oT regional ang naticnal
interest in cotmeration with the respective national orpanizations,

f) Shall bromote the conservation and the rational exploitaticon of
the renewable ang non-renewable natural resources of the region.
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g) Shall develop, motivate and guide community's participation in
the devclopment of the region,

h) Shall promote the development and conservation of the Department's
human resources by encouraging its further training,

i) Shall collaborate exceptionally with the National Government ,
through thc pertinent Ministries, in the financing of projects
and evaluation of natural resources of national and regional
interest i: their arca through agreement: which reconcile the
financial capacity of the Corporations and the requirements of
their plans, brograms and projects.

j) Shall carry cut the necessary studies and orzrations to increase
their income znd financial resources.

ARTICLE FIFTEEN: In agreement with the current legal provisions for

each case, the regional development corporations,
in order to atiain their goals and to comply with their functions
shall have the following attributions:

a) Shall perform basic survey studies and research studies for
regional plinning and for the respective programs and project
follow-ups in the region,

b) Shall handle, contract, and administrate internal credits for
the attainment of their cbjectives.

c) Shall select arnd contract consulting firms.

d) shall contract by bidding, invitation and/or direct administration
the execution of their works and performance of services,

¢) Shall purchase and scll broperty, be it personal or real estate
in accordance with current legal provisions and shall purchase
and sell stock and securities in general in accordance with the
established regulations.

f) Shall promote the creation and constitutica of organizations
which contribute to the region's development,

g) Shall participate through agreements in the cstablishment of
financial cntities to channel credits through them or through
th2 banking system in order to Tfinance, in their Jurisdiction,
development programs and/or projects using for that purpose their
own income and/or internal, external, public or private sources,

h) Shall facilitate the observance of the current legal provisions
in regard to the inspections, control and supervision of each
negotiation,
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i) Shall absorbe and coordinate the national or foreign technical
assistance.

j) Shall give advice and technical assistance to entities proposing
development projects or which are engaged in activities of prior
importance for the national development.

k) Shall sign agreements between Regional Development Corporations
and/or other institutions to promote and/or execute development
brograms or projects in areas of common 3 iteres’..

CHAPTER VI - STRUCTURE

ARTICLE SIXTEEN: The Regional Development Corporations shall have
the following basic executive structure: 1) Board
of' Directors, and 2) Presidency.

ARTICLE SEVENTEEN: Each Regional Development Corporation shall select

an organic administrative structure in accordance
with their needs, possibilities and objectives for the further approval
of the Ministry of Flanning and Coordination of the Presidency of the
Republic.

CHAPTER VII - BOALKD OF DIRECTORS

ARTICLE EIGHTEEN: The Board of Directors of the Regional Development
Corporations ic the superior body of these institu-

tions which iz %o be aware of the priority regional neesds and which

is to outline the regional development policies in agreement with the

general development objectives of the country,

ARTICLE NINETEEN: The Board of Directors shall have the following
attributions:

a) Shal_ formulate the most suitable policies for the economic and
social aevelopment of the region, emphasizing on priorities and
aeeds.

b) CShall approve: the development strategies and plans for the region,

c) Shall be ‘amiliarized with and approve the plans, projects and
programe of the Corporation.

d) (hall be acquainted with and approve the annual operations plen,
the operations and investment budget and the Corporation's finan-
cial programs,

e) Shall ascertain that the Corporation's resources are applied to
the plans, programs and projects of the Corporation.
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f) Shall approve amendments and rropose transfer of resources from
the Corporation's current expense budget and the investment budget.

g) Shall approve the contracting of internal, external and commercial
credits,

h) Shall consider, approve, or reject the sale of Property, be it
private or real estate, equipment and material on proposals
formulated by the Chairman, in accordance with the current legal
provisions,

i) Shall approve the administrative structure, bylaws, regulations,
and operation manuals proposed by the Chairman of the Board of
Directors of the Corporation.

j) Shall comply with and see that they arc complied with the pertinent
legal dispositicns, bylaws and regulations of the Corporation.

k) Shall be acquainted with and approve the Annual Report and the
audited General Balance, in agreement with the provisions of the
Law,

1) Shall approve the establishment of companies and the participation
of the Corporation in their capital stock and {'inancing.

m) Shall request audited reports and take the rertinent actions
thereto.

n} Shall authorize trips abroad of the Corvoration's officials
initiatinrg the corresponding procedure.

0) Shall approve training programs for the staff of the Corporation,
p) Shall designate through competitive examinations the Executive
Staff of the Corporation, with the exception of the Chairman of

the Board, in accordance with the bylaws of this Institution,

ARTICLE TWENTY: The Board of Directors will be rermanently integrated by:

a) The President of the Regional TDevelopment Corporation, who in turn
will be the Chairman of the Board.

b) The Prefict of the Department.,

¢) The Major of the Capital City of each Department.
d) The Dean of the Local State University.

e) A Representative of the Armes Forces.
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f) A Representative of the Ministry of Planning and Coordination
with authovity to speak.

g) A regional representative of the Ministry of Rural Affairs and
Livestock

h) The President of the main civic organization of the Department.
1) The President of the Departmental Professional Organization,
j) The President cf the Departmental Federation of Private Investors.,

k) A representative of the Departmental Rural Federation,

ARTICLE TWENTY-ONE: The Board of Directors of each Corporation taking

into account the socio-economic reality cf each
region shall propose to the Ministry of Flanning and Coordination the
Permanent additional participation of a representative of an institu-
tion different to those which correspond to the ex-officio Directors,
with authority to vote,

ARTICLE TWENTY-iWO: The Board of Lirectors' Executive Secretary with
a right to sp~ak but no right to vote, shall be

nominated by the President of the Corporation in accordance with the

hicrarchy established by the internal structure of the Institution,

ARTICLE TWENTY-THREE: The Chairman anu Members of the Board are
Jjointly and so erally responsible for the
decisions taken at their meetings, thns they can become liable in
accordance with the current provisions, in the 1ik- mapner as that
applicd to the ofticials of the public and decontralized offices.

ARTICLY TWENTY-FOUR: The Board of Directors, through its Chairman,

may call or invite to its me: tings those
authorities or officials cf the public or private sectors, or those
natural persons who arc considered conveniert in regard to the
Survey studies and works to be performed.

ARTICLE TWENTY-FIVE: The Pirectors chali act through the Board.

Under no circumstance shall they personally
intervene in the technical, financial and administrative activities
of' the Corporation.

ARTICLE TWENTY-SIX: The Members of the Board shall not receive any
compensation for attending meetings. Their

representation shall be ad-honorem, Likewise, they shall not per-

ceive commissions, entertainment expenses, and such other allocations.
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ARTICLE TWENTY-SEVEN: The Members of the Board shall not themselves

or through intermediaries intervene as pro-
moters or negotiators of construction, purchasing and/or sale con-
tracts for the Corporation, during the time of their cammission and
until six months after its termination,

ARTICLE TWENTY-ILIGHT: To be a Member of the Board, it is hnecessary
to be a Bolivian citizen ang reside in the

region.

ARTICLE TWENTY-NINE: The following shall not scek the position of

Directors: Senators and Congressmen, those
having contracts with the Corporation, those related by direct blood
bond (up to second degree) to the President of tho Corporation, those
convicted of common law crimes, those having pending lawsuits, anad
those having delinquent debts with the Corporation and/or other
government institutions,

ARTICLE THIRTY: The Members of the Board have the obligation to

attend Ordinary and Specisal Meetings., Their un-
Justified abscners to more than three consccutive meetings or to
Tfive meetings in total in a year will automatically relieve them of
their commizsion,

ARTICLE THIRTY-ONE: The Directors shall be appointed to their posts
for the length of time designated by their

institutions,

ARTICLE THIRTY-TWO: The Board shall hold Ordinary Mectings, at

least twice a month, which 2re to be convened by
the Chairman, a: v likewisc shall hold Special M2ctings the number orf
times decmed nccessury, at the roquest of the Chairnar or of three
directors,

ARTICLE THIRTY-THREE: The required quorum for the Board's Meetings
shall be one half pius one of the Members of
the Board, except the Chairman.

ARTICLE TH{RTY-FOUR: The Board of Directors shall pbrescrive the

rules to be observed during the Meetings., The
resolutions shall be taken by the Members' absnlute majority of votes,
except when the leral and statutory regulations demang two thirds of
the votes.

The Directors shall not vote in blank, and in the case of disagree-
ments they shall make their position clear in order to have it
recorded in the Miiutes,

When the voting results are even, the Chairman's ballot will serve to
scttle the matter,
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CHAPTER VIII - ATTKIBUTIONS Alll FUHCTIONS OF THE FRESIDENT

ARTICLE THIRTY-FIVE: The President is the highest executive authority

of the Corporation, accordingly his attributions
arc to organize, administrate, supervise and coordinate the general
activities of the Corporation.

ARTICLE THIRTY-iT¥: The President of the Regional Development Cor-

poration shall perform his functions in accord-
ance with the jresont Law, its respective statutes and the decisions
of' the Executive Board,

ARTICLE THIRTY SEVEN: The President of the Corporation will be
appointed by the President of the Republic,
anc¢ his attributions shall be the following:

a) Shall comply with and set 1ovtl the pclicies of the Corporation
and shall propoce 4o the Soard cf Dirzetors its structure in
orduer to attain its gouls and objective..

b) Shall officially represent the Corporation,

¢) Snall corply with and see that the 1. gel previsions, bylaws,
regulations ced operation manuals that outli:.. the Turctions of
th~ Corroraticn e complied with,

d)  Chall ceovens ‘and procide the Beurd of Lire ety licetings whether
ordinary o etfal, and shall Settle the votings with <ven results.

¢) Shall cubmit +. the Board the chort and long-t:m plans, and the
annual budg -t fopr its consil ration and “pproval,

£')  ‘“hall reprecert, provots, maintain and coordirnte the Corporatisn's
roelationchip with national anc international ovgardzations, be it
public c¢r priv.ge,

e
S~

Shall asswse the Corporation's legul reprecentation, shall sign
contract. , dceds, agreerents and shall purchuce rreprerty and

e’fect btransiers in accordance with the pervine . t legal dispositions
cstablished,

h) Shall ferward the General Balance and the External Audit Annual
Report to the National Goverrment through the Miniztry of FPlanning
and Coordination,

i) Shall direct the Corporation's bersonnel pclicy in accordance
with its internal bylaws,

.
N

Shall undertake all thoge functions inherent +o his job not
specified in this Law and which w1ll be establishad in the
internal bylaws of the Corporation,
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k) Shall preside the advisory and consultation mechanisms to be
cotablished by the Corporation in agreement with Article 9 of
the precent Law,

ARTICLE THIRTY-IIGHT: The requirements to become a President of a
Regional Development Corporation are the

Tollowing:

a}) Yo be a Bolivian citizen,

b) To have a professional degree cr its equivalent compatible with
the Corrzrofion's functions and to have experience at executive
level in the related aveas.

¢) In order Lo be appointed to the job, the candidate will not have
stock participation or a comms ccial relationship with wuny national
or intcrnaticrcl company having technical, cconomis and commercial
relationcnips with the Corporation, ard ir addition will be subject
to the prohibivions cotablished for the arpiviag Lembeors of the
Boavd,

ARTICLE THIRIY-NINE:  In case of «iuonec or tempcrnry impediment of

the Chairman, in zceordance with the regula-
tiort, he will be roplaced by the Corborationts nighost ranking
olficisd, who olindll have the Chairman's fwictions and attributions
as outlined in Article 37 or the present Law,

CHAPTER IX - COMIALILES

ARTICLE TORTY: The companics crgorized with the varticipation of the

Corporation will eszarily be acninictravive, tech-
nical chne [lnancindly zubouomous, without fnerdsinarivg, hewsver, the
Corporation’ s own ratrimeny, with the  xcerzion of the cuocpany's raid
in eapital and theoso financial resources inverted in tne constitutlon
of the company.,

The gencral policy of these compunics will b to -ock community
participation and *he further transicr of the responsibility te them
taking into accouni cach particular case iu accoriance with the
currcnt legal pruovisions,

CHAPTER X - CRTANIES ANL TUELIC SFRVICES

ARTICLE FCRTY-ONE: The Corporaticns will he able to conztitute urban

and rural public service companies. FRurther on,
these, depencing upon the case, shall be transferred to the respective
Municipal Town Hall {Municipalities) or to cooperative-like organiza-
tions after the approval of the Supreme Government. These campanies
will necessarily be decentralized organizations with an administra-
tive end technical operational autonomy seeking financial self-
sufficiency.
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CHAVTER XI - COMPAIIES' TIICENTIVES

ARTICLE FORTY-TWO: The companies ectablished and to be established
with the Corporation's participation shall have
a right to the incentives and benefits prescribed by the Law.

CHAPTER XTI - ECONOLIC AND FINANCTAL PATRIMONIAL REGULATIONS OF THE
FINANCTAL PATRIMONIAL STRUCTURE

ARTICLE FORTY-THREE: The following will be the Regional Development
Corporations' sources of funds:

Ordinaly Sourc:s

1) Hydrocarbons and Mining Royalties, taxes assigned by Law, the
National Treasury funds alloted in the National Budget.

2) Those to be cstablished by Law.
3) Profits, rcvenues and other sources coming from their operations,

Special Sources

1) 8Bale of private property.
2) I'ransfers in their favour gratuitously, dorations and bequests.
3) Thoue Lo be croated by special intcrim disposition.

) Iinuncial resources coming from local and foreign credits and
from other bank and/or commercial obligations,

ARTICLE FOKTY-TUUR: Those organizations of the public sector that

generate end collect funds for the Corporations
shall deposit theee in the Corporations' checking accounts at the
Central Bank branchcs located at the respective sites of the Corpora=-
tions, or to the contrary, st Banco del Estado's corresponding dis-
trict office, in its capacity of Representative of the Issuing Insti-
tutions, within a period of 30 days as of the date cn which the funcds
were gencrated and/or alloted, and vhether or not thesc act as collec-
tion agents of them.

ARTICLE FORTY-FIVE: The economic financial regime of the Corporation
shall be subject to the control of the public

offices as prescribed by the Law: First, control of the Ministry of

Finance and then audit by the General Accounting Office of the Republic.

CHATTER XTIT - OPERATIONAL PLANS AND BUDGET

ARTICLE FORTY-SIX: Before August 30 of each year, with no postpone-
ment, the Regional Development Corporation shall




submit to the approval of the Ministry of Flanning and Coofdination
the Annual Budget and Operations Plan corrvesponding to the next
Tiseal period.

ARTICLE LORTY-SEVEN:  The Buc zet's amendments and transfer of re-

sources during the corresponding fiscal period
shall be authorized by the Ministry of Flanning and Coordination and
the Ministry of Mnance,

ARTICLE FORTY -ETGHT: The amount of financial own resources contemplated

for the budge' of one Corporation which were not
used in the corresponding fiscal perwod shall be transferred to the
Corporation's budgot for the next fiscal period. The same criterion
should be applicd to income estimated in excess, and that coming from
unforescen factors which were not expected when the budget was being
claborated.

CHATTER XTV - VARIOQUS REGULATIONS OF THY FERSCNNEL YSTEM

ARTICLE FORIY-WIE:  For compensation purposes all the paid perscnael
of thc Regional Development Corporations shall
b subjeet to the regulations established by the General Labour Law.

CHASTER XV - TPANSITORY FEGULATI S

ARTICLE FTRTY:  The Public Works Ceommittees and Public Works and
Development Committecs are constituted as of this
date in Regional Development Corrorations,

ARTICLE FPIFY-ONE:  The total patrimony, rights, oblizations, par-

ticipations, and stocks of any such nature, which
cach ene of these Public Works Committees and Public Works and De-
velopment Comnittecs resently own, are validated in favour of the
respective Regionsl Development Corporation stemming from these Com-
mittees after being audited by the General Accounting Office of the
Republic,

This consolidation shall be exenpt of all national, departmentel and
nunieipal taxes which are normally applied to transfer operatiocns,

ARTICLE FIFTY-TWC: The Regional Tevelopment Corporations shall

continue, up to its conclusion, ~ith all the
Irojects and works initiated by the Public Works Committees and
Public Works and Development Cormittees,

ARTICLE FIFIY-THRZE: The transformation of the rresent Public Works

Committces and Public Works and Development
Committeces into Regional Development Corporations, shall not affect
the existing employer/employee relationship.
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ARTICLE FIFTY-FOUR: Within ninety (90) days further to the issuance

of the present Decree, the Regional Development
Corporations shall submit to the Ministry of Planning and Coordination,
or its further approval, the proposed bylaws and regulations that
will govern their operations,

ARTICLE FIFTY-FIVE: Those Development Committees that exist at sub-

regional, provincial or sectorial levels, shall
fall under the jurisdiction of their respective Regional Development
Corporations, thus there should be made provisions in the bylaws and
regulations for an economic as well as financial, administrative and
technical relationship,
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AUG 15 1979

ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR (LAC)
FROM: LAC/DR, Marshall D. Brown<€>

Problem: Authorization of a FY 79 $10.0 mi1lion loan for Departmental
evelopment Corporationsin Bolivia. f

Discussion: The purpose of the loan is to enhance the outreach capability

of the Departmental Development Corporations (DDCs) to identify and imple-
ment subprojects which will directly benefit the target group. The project
responds to the Mission's strategy to work more closely with the DDCs as an
alternative channel for funneling development assistance to the rural poor

in Bolivia. The project complements the 1978 Rural Development Planning

Grant which is assisting the GOB to develop a technical capability for
plarning, project identification, and project design at the national and
regional levels through its support to seven DDCs (Potosi, Tarija, Chuquisaca,
Pando, Beni, La Paz and Oruro). :

The Borrower will be the Government of Bolijvia (GOB) through the Ministry
of Planning and Coordination (MPC) which will pass the funds to the nine
implementing agencies, the DDCs, on a grant basis. The loan will finance
$10.0 million in costs assoniated with subproject implementation. Sub-
projects will emphasize activities which generate income or employment
opportunities for the target group, especially in the agriculture sector.
In addition, $300,000 will finance 36 person months of short-term techni-
cal assistance directed at improving the outreach capability of the DDCs
and assisting the MPC “n developing environmental guidelines, evaluation
systems and carrying out a financing study. The GOB will contribute $3.5
million, or 25% of total project costs, from the Corporations' own funds
or through PL 480 Title III resources for financing subproject feasibility
studies and additional support costs of the DDCs. Because of the multi-
sector nature of theproject, it is proposed that the project be authorized
utilizing $7.0 million from Section 103 funds (Food and Nutrition) and $3.0
million from the Section 106 account (Selected Development Activities).

The DAEC reviewed and approved the loan on July 19, 1979, with the following
modifications in the Project Paper: (1) addition of a condition precedent

to initial disbursement for financing subprojects of each corporation requiring
that an office be identified, or established, which will be responsible for
outreach activities and that a plan be submitted indicating how the designated
office will conduct outreach activities; (2) addition of a special covenant
requiring an interim evaluation after approximately two years following

initial disbhursement for subprojects to measure progress in achieving the
project's purpose,and requiring the evaluation findings and recommendations

be taken into consideration in allocating undishursed loan funds; and
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(3) addition of a covenant which 1imits the total amount of A.I.D. funds
available to finance agroindustrial subprojects to $500,000 and requires
a minimum of 33% private ownership for each agroindustry.

The Init:.1 Environmental Examination (IEE) with a Negative Determination
was approved on April 2, 1979.

The project did not appear in the FY 79 Congressional Presentation. An
Advice of Prog.am Change was submitted to Congress on July 31, 1979; the
project may be authorized as of August 14, 1979.

Recommendation: That you sign the attached Project Authorization and
Request for Allotment of Funds (PAF) forms, thereby authorizing USAID/
Bolivia to negotiate and sign a Project Agreement for Departmental
Development Corporations.

Attachments:
Tab A - PAF
Tab B - Project Paper
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DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT

WASMINGTON, D, C. 20823 Loan No. 511—T-064 7.0 million

ASSISTANT ) 511-”*065 3.0 million
ADMINISTRATOR Ref: AID/LAC/P_023

PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS

Name of Country: Bolivia
Name of Project: Departmental Development Corporations
Project Number: 511-0511 °

Pursuant to Part I, Chapter 1, Sections 103 and 106
of the Foreign Assistance Act of 1961, as amended, I
hereby authorize a Loan to the Republic of Bolivia (the
"Cooperating Country") of not to exceed Ten Million United
States Dollars ($10,000,000) (the "Authorized Amount") to
help in financing certain foreign exchange and local cur-
rency costs of goods and services required for the project
described in the immediately following sentence. The
project will provide financial resources and technical
assistance to the Departmental Development Corporations
("DDCs") to improve their capabilities to plan, design and
implement subprojects designed to improve the standard of
living of the poor in the following categories: agricul-
tural development, storage facilities, agroindustry, water
control and resources, land improvement, marketing facil-
ities, reforestation, rural potable water systems, and
rural eiectrification or other categories of subprojects
which impact upon the urban or rural poor (the "Project").
The entire Authorized Amount will be obligated when the
Project Aygreement is executed.

I hereby authorize the initiation of negotiation and
execution of the Project Agreement by the officer to whom
such authority has been delegated in accordance with AID
regulations and Delegations of Authority, subject to the
following essential terms and covenants and major conditions,
together with such other terms and conditions as AID may
deem appropriate:

A. Interest Rate and Terms of Repayment

The Cooperating Country shall repay the Loan to AID
in United States Dollars within forty (40) years
from the date of first disbursement of the Loan,
including a grace period of not to exceed ten (10)
years. The Cooperating Country shall pay to AID in
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United States Dollars interest from the date of the
first disbursement of the Loan at the rate of (1)
two percent (2%) per annum during the first ten (10)
years, and (ii) three percent (3%) per annum there-
after, on the outstanding disbursed balance of the
Loan and on any due and unpaid interest accrued
th~reon. ;
j
B. Source and Origin of Goods and Services

Except for ocean shipping, goods and services financed
by AID under the Loan shall have their source and
origin in the Cooperating Country or in countries
which are included in AID Geographic Code 941, except
as AID may otheirwise agree in writing. Ocean shipping
financed under thec Loan shall be procured in the
United States or in the Cooperating Country, except as
AID may otherwise agree in writing.

C. " Conditions Precedent to Disbursement for Other Than
Technical Assistance i :

: Prior to any disbursement, or to the issuance of any
commitment documents ‘inder the Project Agreement, other
than to finance technical assistance, the Cooperating
Country shall, except as AID may otherwise agree in writing,
furnish to AID, in form and substance satisfactory to AID:

(1) A detailed implementation plan which shall include
procedures for designing, selecting, monitoring and
evaluating subprojects and which shall demonstrate that
procurement arrangements for subprojects satisfy AID
procurement regulations;

(2) A manual which establishes requirements for the
preliminary subproject concept document and the feasi-
bility studies to be carried out for each subproject
consistent with eligibility criteria; and

(3) Evidence that a project implementation unit has

been established within the Ministry of Planning and

Coordination responsible for coordinating all Project
activities.

D. Conditions Precedent to Disbursement for Individual
Construction Subprojects

Prior to any disbursement, or to the issuance of any
commitment documents under the Project Agreement, to finance
individual construction subprojects, the Cooperating
Country shall, except as AID may otherwise agree in writing,
furnish to AID, in form and substance satisfactory to AID:
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(1) Evidence of clear title to the land upon which
construction is to take piace; and

(2) A maintenance plan for the facilities which will
be constructed.

E. Conditions Precedent to Disbursement for Subprojects
of Each DDC

Prior to any disbursement, or to the issuance of any
commitment documents under the Project Agrecment, to finance
subprojects approved by each DDC, the Cooperating Country
shall, except as AID may otherwise agree in writing, cause
each such DDC to furnish to AID, in form and substance

satisfactory to AID:

(1) Evidence that such DDC has established and staffed
an office, or that an office already exists, which will
be respounsible for monitoring and coordinating outreach
activities undertaken by such DDC; and

(2) A statement of the responsibilities of che office
referred to in clause (1) and a plan indicating how
such office will carry out its outreach activities.

F. Covenant

Except as AID may otherwise agree in writing, the
Cooperating Country shall covenant and agree to: (i) par-
ticipate with AID in an interim evaluation after approxi-
mately two years following initial disbursement of the
Loan for subprojects, such evaluation to measure progress
in achieving the Project's purpose; (ii) use the ce¢valuation
findings and reccmmendations in considering the allocation
of undisbursed Loan funds; and (iii) limit to $500,000 the
Loan funds to be used to finance agroindustrial subprojects
and require not less than 33% private ownership in each agro-
industry financed under the Loan.
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