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1. SUMtGRY AND RECCbMSNDATIONS 

This project w i l l  improve the agricultura1,and fore-stq systems of 
farmers i n  the Chapare region of Pnlivia so that they w i l l  respond to  a 
variety of profitable marketing op~artunikies developed through direct 
program Unkages w i t h  lead agroirdustries. Realization of this objective 
is based on a demand-pull strategy through which enhanced market demand 
fcr acjridturaL and forestry camrodities w i l l  stimulate increases i n  
production. In turn, these prduction increases w i l l  result  i n  an improved 
i n m  and standard of livirlg for Chapare farmers. It is e ~ c t e d  that, 
in conjunction with a parallel IKPksu&ort& control procpm, this project 
w i l l  faci l i ta te  a rduct ion i n  CI2apxe f m  production of cccs des t ind  
for illicit international markets. 

The project consists of three principal, integrally related ccrrr- 
. ponents : ( 1) agri cultural/forestry production; (2) agrobusiness develop- 

ment and marketing; and (3) project administration/institutional develop 
ment. The agricultural/forestry production element is can~psed of applied 
tropical agricultural research ard extension (including such items as off- 
station research on demonstration farms, use of mass media and paraprofes- 
sionals, farmer scholarships ani group teaddng methods) , and production 
credit. The underlying principle of a l l  production-related activit ies is 
adaptation to the ecological realities of the region. Accordingly, research 
and extension ini t ia t ives w i l l  be focused on developing and diffusing tech- 
nological packages tailored to the environmental conditions of the Chapare's 
various ealogical zones. 

The agroirdustrial developnedmarketing ccmponent consists of a 
two-track approach to alleviating the Chapare's key markethg constraints, 
namely the inaccessibility of markets for Chapare armdities, and farmers1 
inadequate awareness of potential markets. Track one is. a grouping of 
foe large-scale ini t ia t ives (each costing mre than USS600,OOO) for which 
them are identified, cemnitted, well-established pxivate sector Bolivian 
investors. four subprojects are citrus f r u i t  processing, particle 
bard production, swine fattening a d  kudzu* dehydration. Each of these 
interventions has been subject to praduction, processing and marketing 
feasibil i ty analyses, all of w h i c h  have indicate3 that the activities are 
financially s o d  investrents w i t h  acceptable rates of return for both the 
investors and the Chapare farmers. AU. four subprojects seal  with products 
already being grown i n  fche Chapare and w i l l  therefore provide an imnediate 
financial return to participating faxmrs. 

Track two dl1 involve a minimun of 10 small to medim scale pro- 
cessing activities. The majority of these subprojects w i l l  be located in 

* Kcdzu is a high protein w e  which has  great value as animal. feed. 
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the Chapare, and wi.U, 
cluding management and 
pxtuniti& frem which 

when feasible, p m t e  local entrepreneurship, in- 
ownership Qy canpsinos. - Amung the investrent op- 
subprojects wl11 be chosen ar& beekeeping, cattle 

breeding, water buffalo, &a prcdwtion, mcda crate nlanufactuxe, fish 
production and storage, and rice milling. Prior to wlection nnd Eunding, 
each of the activities w i l l  be subjected to marketing and production fea- 
g u t y  studies to detemlne profitability as  business ventures and return 
to the farKr2rs. 

The project adminiskrat~m/institutional deve1aprrren.t: e l m t  w i l l  
provide the required degree of cross-sectoral coordination i r r  project plan- 
ning, participation of the beneficiaries and linkage to  coca control efforts. 
! tb  key role i n  the administrative frarrework is assigned to  the Secretariat 
for the Ceveloprrent of the Bolivian Tropics (SDBT) . The Secretariat will 
be responsible for overseeing and coordinating the activities financed by 
1) this project, 2) the r e l a w  A. I.D. loans for infrastructure, ar.d 3) other 
donors. The Secretariat will ke a de~endency of the MFrLstry of Planninq 
aru;l. Coordination ( E K )  and w i l l  report directly to an Snwsnninisterial Csm- 
mlttee made of the sub-secretaries €ran those ministries (Finance, Inte- 
rior, Defense, Foreign Affairs, Rgriculture, Health, Fducation, Planning 
and Ikansportaffon) d i rec t l y  involved with the Chapare program. The 
mittee w i l l  prow& overall policy guidance to SDBT and approve aperating 
plans and budgets. 

The principal executing agencies will be the Bolivian Institute of 
Techn~cal Assista~oe, (IFIIA) , the m a c i d n  of Savirxgs and Uan Cooperatives 
(FENACRE) ,other Intermediate W t  Institutions (i.~. ICIs - private banks) , 
and private sector enterprises. IEna, through a decmtrauzed headquarters 
in the Cbpm, will  iffakmnt matter8 related to agriccltur;31/forestry 
resear& and extension. FllNXRE recently was given ICI status and w i l l  
semm as a chamel for the delfveryofproducrtioncredit to fam?rs, munt 
savings msbillzatian cgmpaigns, and help organlzo producers' groups in 
direct respnse to the agmindustry ihttiatiw. CCXUXfS w i l l  be inmLwd 
in pmmting d financing the s m a l l ~ t u r m  d e  agroindustry c ~ ~ p a n e f r t .  
!fhe ICIs,particularly the Banco de CdmkMn$a @C), wfll be inwlved in savings 
nobUzcatian, agricultural production credit, and the financing of agroindustzbl 
initiatives. T b  various p.zivate sector entezprises will Implemnt the agm- 
industrial activities for which t h y  will receive financing this prbfect. 

By the end of the project, there w i l l  be in place a ambination of 
public and private sector applied research and extensinn w a c i t i e s  estab- 
lished hi the Chapare to promote improt%mnts in  qricultural and forestry 
production and diversified fanning. A setlf-sustaining credit system, 
which wlJl offer realistic rates of interest, and a savings mbilization 

' 

program w i l l  alSO he established. In the cantext of agribusiness develop 
m t ,  t%! project will help develop sy$tesns for prooesslng and marketing 
Chapare Credrmodities and w i l l  install an infomation clearing house for 
local and regimal IllSllfCeting of Chapare products. At the end of the five 
vear ~ariod, an instStut ic=mal  struc~are w i l l  exist w i t h  a b a n  resource 
k adequate to rnanage the delivery of projeck inputs and to ccordinate w i t h  
thc coca control prdgram. 



While the production and marketing s t ra tegies  included i n  this pro- 
ject  w i l l  s ignif icantly increase famer  prcd~uztivity and incame, certainly 
no one crop, and probably no combination of crops, w i l l  fu l ly  match the in- 
axre f r m  the sa le  of i l l e g a l  coca. Accordingly, a coca reducticn 

control e f fo r t ,  which increases the r i sk  of production t o  the faxrrer, 
depresses the price of coca, and coincides chrordogically arid geographically 
with developnent ac t iv i t i es ,  is a sir.e qua con for the su.ccessful implerr~nta- 
t ion of this project. The presence of the sub-secretary of t he  Ministry of 
Interior  on the Ministerial C a n n i t t e e  which oversees SDET w i l l  assure ccm- 
munication between d e v e l o p a t  and control entities. SDBT arid the National 
Directorate for  the Control of Dangerous Substances (NDCDS) w i l l  each present 
s i x  mnth operational plans t o  the Camittee for  review; it is a t  t h i s  point 
that  contxol ant  2evelopent plans w i l l  be I.a.txmrizd. 

The project beneficiaries w i l l  be tke a ~ p r o ~ h t e l y  60,000 residents 
of the Chapare. The vast  majority are recent inmigrants f r& the highlard 
regions of Rolivia and earn their livelikocd through slash and burn tropical  
agriculture. They w i l l  receive the technical assistance furnished by the gro- 
jectvs research and extension ac t i v i t i e s  as well as increased earnings thtough 
participation in  the agroindustrial/marketing interventions. 

The project  w i l l  last for  f ive  years. Its total cost w i l l  be $36,263 
million. The A. I .D. oontribution w i l l  be $10 million in loan f u d s  and $4 mil- 
l ion in  grant ftnrds. This w i l l  be cempleted by $10 mil.Eon in T i t l e  I11 re- 
sources, a $872,000 contribution &an the Govenaoent of Bolivia (COB) d 
$10.99 million f ran the ICIts and fran' the private secbr investors. 

Table No. 1 

A. I. D. Host Country 
T i t l e  Private 

Grant Laan Total GOB I11 Sector Total Tatal  

Agribusiness De- 
velaprre,Whar- 
keting 
Project Admin. / 
Ins t i tu t iona l  
Developnent 
Agricultural arxl 
Forestry Product.  

Subtotal 

Contingency 

Total 



' i  USXtD/BoTivfa project a m i t t e e  has determined tha t  proposed 
a d v t t i e s  are technicallyr administratively and financially ?'easible w i t h i n  
the fiw-yaar: l i fwf-project  period. The specific analysis carried out 
during the project design did not i b t i f y  a ~ y  serious obstacles ta project 
implmtat ion and W c a t e d  that the project can a&eve its purpse. 
Special attention was paid to the ~ k s t i n g r  ecol~gical ,~  and instituticrlz- 
dl issues identified in the PID review cable (set? Annex L) . 0.e project 
was r e v i d  and -roved by the USdD/Bolivia camittee, which cktermined 
that a l l  issues had betin satisfactorily addressed i n  tke project p-. 
Both the Project Dwela~pnent Team and the Periewinf i  and A@roval C d t t e e  
mnclude that the project is technically, econd'cal ly ,  socially, a&hfs- 
tratlvely, envimmt-nply, and financially sound and reccammd tha t  the 
project be appraved and that  an A. I.D. loan for  $10.0 rillion a d  a Gar.t 
for $4.0 million be authorized. 

C. Project Cevelcprent Team 

3. !Ib Project Wvelqamt %km was ccrrposed of the following 
,UEWD/BoUvia staff mdxrs: 



Juan Carlos 
Hector Nogales, ~ h c i a l  Analyst 
Stephen Wiles, Cooperative S p c i a l i s t  

3. The following GOB and Bolivian private sector personnel played 
important roles in the cleveloprrent of t%& project: 

Arturo Nukz &l Prado, M1&ster of Planning and Coordination 
Flavio Machicado, kllnister of Finance 
Jose P h z ,  Minister of kfense 
Alfonso Criales, t'ndersecretary far Planning, P i n i s t q  of 

Planning and Coodinat  ion 
OstJdldo Antezana, PmDFS 
Jog6 Fntonio Ayala, PRCDFS 
Lucio Juarea, Geolcgist 
F h r  Nogales , Fxorrcknist (bYCA) 
Luis S&lc!xz, Hydwlcc~ist (CC.WEC3) 
Daniel Guerra, IbiC 
Daniel Candia, University "Gabriel Ren6 Mxem" Santa C ~ W ,  

Bolivia 
Marco Antonio S l l e z ,  EENXJE 
Cdndido Pastor, CDF 
Guido Quiraga, Bank of Oxhaba&a 
M a  Ballbn, Marketing 
~ l o s  HQfhan, PXDES 

The project was r e v i d  by the follcwing U E ~ / B o l i v i a  

David A. Cohen, Misaicm Oeputy D b c t o r  
Joe 0. Hill, Jr , Mission fmtrx,ller 

Ledn de Vivlero, M i s s i o n  Prcgrm O f f i c e r  

Die project was a p p m  by: 

Henry H. Bassford, Missicnr D-r 



Bolivia is t f ~  fifth W p s t  ccnxdzy in Fmth Aiterlca in 
texns of land area, has a paplation of m1y 6 million, and pssesses an 
abundana of natural msauxces. Minerals, natural gas and pkroleum form 
the industrial 'basc;l that has been the mainstay of tke econany. Despite 
th is  intrinsic walth, Uie country is beset w i t h  econanic p r o b l a .  The 
per capita C;NP of $580 is t k  lclwlest in South m i c a .  Over s ixty-  
four percent of the pcpuZation lives in corxliticns hlcw the ~m Us, 
estfmted at $220 per capita md t h  1mes.t: 60 percent of t b  ecc~cmically 
productive PgPulation receives onPj 13 p m n t  of the nakional iscare, 
Recentky, the drastically declfning purchasing of tt-& peso has 
capmdd the econanic problems of the cotmtry. Xn dollar t a m s ,  m y  
peaple are earning less than 20 percent of the mun: they were Banring 
at the aut.set of 1982*. 

tim - are dat ive ly  modern, and productdon is geared to market 
sale,= be noted tk wincipLe s - mttcn, sugar 1. : 
cane, rice, oil seeds, coffee and 4sbacco. I 



Ib19pit.a agriculture's h p r b m e  and ptential,  the GOB has 
been slow to a3:lQcate sufficient, resources and priority to the sector. 
In th@ 1978-80 mid, an average of only 3 pmt of totdl mta:al 
g0wmrm-t expenditures !am assigned to the sector, This represented 
the seam3 lmst public =*tor contribution to agriculture in the entire 
Latin America/Carihbean region, A chrcPr[.mlly deficient , overly-centralized 
Mlnbtry of Agricvlture and CampesFno =fairs (W.) has not furnished the 
support services mquLd by t b  sector. In 1980, there m e  d y  100 
Gammmmt actension agents .h tke ccuntxy (an amage of 0.17 asent per 
1,000 f -s) r and research evperditxres (0.34 psccent of the agricultural 
GDP) wer'e the l m s t  per 1,000 kcktres of awxL1abl.e agricultural land 
arowrg countries irn the region. Furthermore, agricultural credit has not 
been prWiW in ackquate amunts nor i n  a Wmly fashion. Yey prductzon 
inputs (e.g . faW.lS.zers, pesticides, d md farm rrachlir.ery) have often 
been lacking, and pricing policies for agriaitural carmdities have tended 
to favor urban ccrmlers c re r  grccluc(s~s. Finally., -id-& rarketing of agri- 
cultural prcducts has received Uttle averall policy and/or andlyt ical 
attention. 

B e  Project Mtinq 

** "Life zmen is the physiceil envixosnrrent of a delimited -Mc area 
as defined in terms of biocIlrr-ate, b d f c x r m s  and physiology and soils 
ard drainage. 
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Life Zones S p h l  Micro-Bgions Place 2 1 m  

1. Tropical mist forest bh-t E;orthern t i p  of mr* 9 . ?to.Villarrcel 

2. SubtmpicaJ. w e t  forest bnh-st Xearly a l l  of nu 9, Ivixcprzama. Pto . 
most of 5, no parts of Tcdcs Santos. 
mrs 3,6 a d  7. EA Pto . San Francis- 
par t  of m 8. c o I E t o . A ~ r a I  

Valle Sajta. 

3. Tropical e t  forest bnh-t Lowest elevations of Villa 1 4  Sep. 
m s  3,4,6,7 & 8,~outh- E t e r ~ a ~ M  Ib~e10, 
e m  part of mr 5. Mariposa, Valle 

Ivieza . 
4. Subtropical rain forest bpst Middle to lmer eleva- V i l l a  Tunari 

tions of mr 2, foot- 
hills bordering mrs 
4,6,7 t i  8. 

5. Sub t r ap id  1- 
montane let forest bnh-nb Valleys in na b. 

6. Subtropical lower 
montane rain forest bp-nb Highest elevations of 

nu 1. Tablas mnte 
* m = micro reqpl 

?he region is 200 ta 1 ,200 mters akm sea level, has an 
average terqerature of 22OC and yearly rainfall which ranges between 2,730 
and 4,875 millimters. It is daninated by tm types of landfoxns: low 
h i l l s  and alluvial plains. The low h i l l s  form a narrcw area of transi- 
tion betwen the Y~m5as, a part of the high Clxdillera Oriental rising 
scane 5,000 meters, urd the Qlapare's alluvial plains. 

The soils i n  the Ch- are of recent origin. m y  are clay 
based, but vary earlsiderably in guality , ranging fmn the rich alluvial 
soils along the river beds to Ipor heavy soi ls  further inland. The best 
mils for  agriculture are on the natural levees of the rivers. Exosion, 
excessive moisture in the soils due t o  seasonal flccdhg, rapid loss of 
f e r t i l i t y  through Leaching, bad drainage, acidity and lack of organic 



i teri j ls  are the main soi l  factors limiting agriculture i n  the Chapare. 

W region is sexiously lacking in social. infrastructure. 
The present road system within the Chapare I s  inadequate. While there is 
a g c d  nad into the area, routes w i t h i n  the region vary E m  poor t o  non- 
existent. Many of the existing roads are impassable dcrintj the wt season 
(October-Nay) and e m  those that are cpen a l l  year are rutted, slow, dan- 
gerous and destructive to  motor vehicles. Electricity is available only 
fm sa t t e r ed  small diesel generators whose output is highly unreliable. 
Potable water systems are present in only a few of the s e t t l e m t  areas, 
and health sewices are in cr i t ical ly short sqply.  Khile there is, for 
the present t i r e ,  an adequate nmber of primary schools, o~partuni t ies  
for seconchry education are virttldlly non-existent. 

Faaming, on a small scale, is the principle occupation 
of most Chapare restdents. Eholdings are Fndividudlly awned by nuclear 
fandly units and range i n  size frcan 10-20 hectares. Given the dense 
veqetation cover and f r a a e  so i l  cono#sition, diversified slash and burn, 

Gtem enp10yed.- b-kumr, the Rlultiple lifelzones found in the Chapare 
dictate the ex is ter .~~  of a variety of diversified fC-uming systems, each 
adapted ta a specific ecological .niche*. 

Typically, the forest is cut, burned and planted with 
annual craps (e. g. oorn, rice and cassava) . Coca is frequently planted 
In carS>j.naticm with the annuals which pIOVide prtial shade shadeuntil the co- w 

ca seedling b e a m s  established. NoPndLly, the newly cleared lands are 
scrwrad with annuals for only one or twlo cropping cycles because of decreasing 
yields attributable to soil nutrient depletion and increasing wed and- 
insect cmpetition. 

-y, perennial crops (e.g. bananas, plantains, citrus 
,and papaya) are interplanted with annuals. This enables the perennial craps 
to We advantage og the available nutrients and reduces vieed and pest, 
caopetition. mle the annual crops are provioing fanily staples and per- 
haps a small cash incum during the f i r s t  year after forest clearing, the 
pezl~nent crops m beocming established. Perennials, such as plantains, 
bananas and papaya, can hamested within a year after planting, while 
citrus, caao and trees. l e f t  for timber require a minimum of 3 p a r s  t o  

* A ccnnplete l i s t ing  of the agricultural sub-systems is fcnmd in IIoffmann, 
1983. 



reach first h a m s t .  This production system of ccmbining annuals and 
p z m n i a l s  pmvides a short-term sourca of inm, imitates natural fores t  
swcession, minimizes labor and raterial .'.nputs needed for  wed and ps t  
control, and establj,shes long-term production a t  a low i n i t i a l  cost. 

ground and 
and c a t t l e  

S ~ l l  scale animal raising is 
t ree crcp prcducKon. Most f a l i e s  
for  household cansurption ~urposes. 

a typical ccnplement 
raise pigs, barnyard 

By and laxge, farmers have been in the region for only 
about fifkeen to twenty yem, migrating f m  highland regions with a to t a l l y  
d i f ferent  physical enviromciit and production trac?ition. They have learned 
what they kncw about & d i n g  w i t h  the Cbpare's ecology by ~ainstaking per- 
sonal effor t ,  taking the exavle of ea r l i e r  colonists and each other. PC- 
co.rdingly, the technology ap!.oyed by the vast majority of f m r s  is ex- 
t r a ~ l y  traditional. Fann hp;,errents are limited to ndimntq! h a d  
mls, and there is only spridc, scattered use of &rn inputs such 
2 r ~  fe r t i l i ze rs ,  improved seed varieties, pesticides and insecticides. 

In part, the pr s i s t ence  of traclitional technology is a 
reflect ion of the absence of an effect ive nrarket demnd fo r  Chapare cam- 
mdities. Xhe demand f o r  Chapam products is either so limiteZ o r  unknown 
t~ the famxs that it does not trigger the mre widespread use of rmdern 
inputs to increase pxdwtion levels. The only exception t o  this general 
anditLon exists vdth regan3 to ccca production. The market fo r  coca clear- 
l y  d s t s ,  and it is tlbe ane cro;S in the Chaprrre on which the faaners are 
maMng investments in inputs t~ enhance yields. In short, coca prcduc- 
tion practices are a pzfm example of C&apare famrs to the 
forces of maxket demand. 

O f  th 147,000 settled hectares in the Qlapare, approxl- 
mwy 48,000 hectares (32 percent) are cultivated; 42,000 hectares (29 
percent) are in fallow or natural fores t  seamd grcwth: and an estimated 
46,000 . h e c t a ~ ~  (31 percent) are still virgin forest (see Annex. A, - - 
ExMkxLts 1 atd 21. Coca, wlth 35,000 hmtaxs planted, is the -mst 
-iV@ly grr;km -1 fouowled by (10,416 -s) , (9,098 

, banana and plantain (8,000 he&ami?s) , yuca (2,910 , 
and (2,440 hectares). Nummus other annuals and pemnnials are 

in ks-quarrtities* (--A, -it 3). Pie d w c b t h i ~  
particular mix of crops is a direct response to the environmntal conditions 
of the Chapare. Each of these oamrodities is atable, with varying degrees 
of effectiveness, to the ext.xerne wetness and high soil alkalinity which 
preihhate in the region. 

Given the pze&mbmce of traditional technology, with 
the exception of coca, the crop yields achieved have been alarmingly law. For 
exanple, i n  the 1982 crop season, the estimted yield per hectaxe fo r  rice 
was .98 mtric tons f o l l d  by 0.8 mtric tans for  citrus, 9.7 ~cretric tons 



for banana and 9.0 metric tons for p1arkxi.n. The cassava harvested aver- 
aged 8.5 metric tons per hectare, while the corn crop had a heeare 
average of .72 metric tons. In amprison,  1982 per hectare yields for 
the same crops in Santa Qw, an area w i t h  advar.ced technology, w e  1.65 
metric tons for rice, 14 metric tons for c i t , ~ ,  L5.7 m t r i c  tong fox ba- 
nana, 10 metric tons for plantains, 1 4  m t r i c  tons for cassava, and 1.19 
mtxic tons for corn. It is anticipated that production levels in the 
Chapare w i l l  rise significantly w i t h  the application of inproved techno- 
logical prac!ces and mckm inputs. The employn'ent of such prac- 
tices and inputs wi l l  be stindated 'by increased rarlcet &nand. 

3. Project Eaef iciarie.6; 

Virtually all of the r e s i b t s  of the Chapare are in- 
migants fram other regians of Bolivia. Pe highest p r t i on ,  80 ~ c ~ t ,  
are natives of the Coc,FzabmS3a valley. A t  the level of the in6ividual 
family, ,the rvigation k&es place in staqs .  Tqyically, the husband w i l l  
mke the m e  f i r s t  in search of a hcmstead; often i n i t i a l  entree t o  th 
Q-agxm is made as a casual worker for a r e l a t h e  o r  a friend frcm the 
native village. Cnce the harestead is established, the husband is joined 
by the rt?mspsnder of the family, and the process begins of clearing the 
forest and p r e w h g  the land for planting. Rarely 60 families abandoc 
their holdings in their native camaautties. W f o r e ,  simultaneously, a 
seccnd process of primodic migratdon, to  and fran the Chapare, begins, 
mimiding w f t h  respective periods of planting and h a m e s a g  i n  tlm high- 
lands and Icrwlands. 

AlWgh colonizers began moving i p l ~  the region during the 
1920' sf the xnajarity of the inhabitants are relatFvely reent arrivals 
who have ceme to the area either under the aegis of one of a variety of 
"direct&' colonizatim pmgram or as a result of spontaneous settling. 
T b  current papulatiun is estimated at over 60,000. Frcm 1967 to 1979, 
the n u n b r  of a1.onitw grew fran 54 m 183. Such devel-t as has 
occurred to date is, for the mst pazt, a product of the efforts of the 
colonists themselves with little assistance f ran  t h e  m t .  The length 
of period of settl-t is an important variable concerning the abiliw of 
Chapas- farmers to  respond to agmforestxy and agroindustrial initiatives. 
For those families in stage one (i .e. less than five years of settlenmt) , 
energies are dedicated to establlshnrent of the hasrestead, initial land 
clearing and the swing of subsistence crops (principally rice) canplemented 
& United planting of perenrrLals (coca and citrus f r u i t ) .  EkJdings i n  
this s t a ~  are technologically the mst primitive in the Chapare and 
do not have the on-fam infmstm%um to respnd easily to intenrentions 
prodi.cated on a mderately advanced level of technology. m g l y ,  
stage one fanns will requite inbmmtion packages which are tailored 
t o  thelr United level of developmt as we11 as the micro-enviroxnnent 
i n  which they are located. Holdfnqs in staue W (mre than f i m  
years of se&errrent) , while retaining a Subsisten& ccmponent, tend 



to be rare advanced i n  terms of hectareage cleared and in f m  infra- 
struetm, and have an increased focus on the production of ccmmdities 
fox raxket. l'heFr mderately mhai~ced level of h v e l o p m t  w i l l  enable 
them to react mre readily to production technologies linked t o  marketing 
activities. 

Regardless of whether colonies originated through spont..eous 
or directed sett lemnt processes, t&y, i n  terms of social organization, 
there is no appreciable difference betreen tihe two. The basic social and 
economic unit is the nuclear family. This is the  group within which social 
exchanges take place, psychological support is given, and stardarc?s for 
prescribed and prohibited behavior are established. In the context of 
economic activity, each rrrmi;er who is physically able sarticipates i n  
sharing tt.e wxklcad. The physically mre ckrrmding tasks, such as 1ar.d 
clearing and land preparation for planting, are carried out by the adult 
males. Kczm assist  w i t h  the  f ie ld work and carry out a fu l l  caplefient 
of dclrestic chores. O l d e r  *&ldr:en help with f ie ld tasks and also are 
often assigned the responsibility of tending to the family's livestcck. 

Beyond the family, there is an extremely limited sense of 
camatnity; ax3 social and econanic relationships are characterized by 
flexible ne tmrks  of individuals who t a p r a r i l y  coalesce to achieve a 
given cbjecKve. The coalitians tend to be amng peaple fxan a specific 
geographic area (e.g. a given sett lerent) ard, hence, have a certain local 
identity; their objectives am tangible and success is anticipated. m l e s  
of such groupings are cumittees to find support to carry out a civic t a sk  
such as the construction or equipping of a s-1 o r  a health post, o r  the 
repalr of a road. Alliances anrmg neighboring fa~ners also are f o m  to seek 
technical assistance to aolve a particular problem. Arran-ts are mde 
be- a particular gmmr and a middleman for the sale of produce. In 
dl.1 cases, the relationship is t-mporary, bzminating t t . ~  parpose has 
been accarplished, and entails no continuing obligations for  the parties 
involved. I 

Evlen t l ~  sindicatos multipurpose civic-political organiza- 
ti- in t b  Chapare, '-lY characterized by these tesnporary ecr 
U t f o n s  m g  participating m&ers. Colonists i n  the Chapare ofken 
initially join sisdicatos for the sole purpose of securing title to a 
landholding. Xommlly, individuals msln active in the organization unt i l  
the title is obtaineb after wfiich ' thdr ijf participation decreases. 
The one exception to this trend  occur^ i n  the context of polit ical  lobby- 
ing. In this area, the sin&.catos have been able to s u s t h ,  b Sarre & 
gree, rank and f i l e  intereT=icing grievances of Qlapare residents 
and soliciting assistance for -&e area; - 

- 

Ihe sindicatos do represent a po1itic:xl. force in the Cha- 
pare and must be taken into a c m t  in the implemntation of the project. 
FIhile their involwmnt i n  the daily intervention of individual s-*- 



projects w i l l  be limited, tho leaders of the two principle sir,dicatos fedz- 
rations, FedexacFdn Agropecyarria de1 Chapare Tropical (FEAT) and the Fde- 
racibn de C o l o n i s k  de C h i m r B  (KC) w i l l  be consulted on overall project 
execution. 

The Chapare fanrers'view of the vmrld is considerably dif- 
ferent frcm mall faxmrs i n  other areas of Eolivia. Ini t ia l ly ,  t k s e  
people are migrants f m  poor subsistence fa.mhg areas inl We caunwy, 
Wch are qdte dissimilarecolgically frcm the Chapare. The historj of 
migratians worldwide indicates that it is generally the  mst capable seg- 
mt of a group of people that chooses to migrate. These?. are also people 
who are inclined to  take a higher level of risk. The inylication of this 
is the existence of a recipient group receptive t o  imovatic~: ~ n d  change. 
Another way in which Chapare f m r s  differ frcm u:nc?iticml cwesincs 
is their marked &sire to  h a e  control over their cmn 2esti.n~. FewaWly, 
in  project &sign related research, campsinos expressed a strong prefer-; 
erne to ,participate actively i n  & v e ~ ~ e  intemtions. proreover, they 
exhibit noticeably broar?er aspirations than typical Wean subsistence 
famers. They are concerned about obtaining what they consider to be 
quality schooling far  their children to  elude the drudgery and social 
stigma associated with subsistence Earrning. The faxrrers make or plan 
to make substantial inwstnents, for -le, in real estate in urban 
areas, and t b y  demnd social -ices (electricity, ptable water, ade- 
quate housing, etc. ) found in  tk cities. 

This pioneering sp i r i t  o f  a migrant to  broaden his horizons 
is, in part, a result of the cash genera- by the coca boan which has 
brotaght Qlapare f-s in amtact with the consunw tendencies oZ the 
country's uxban cultural mainstream. It is also attributable to the 
relatively higher level of formal traindng which chapam farmers possess. 
W e  mst (bpare residents are native Qwchua spakxs, over 90 percent 
of the mile population are also conversant in m. Mre than 70 
pezcent of the adult males can read and write, and 85 percent of the 
children of primary school age are enrolled in school. The latter fact 
is attributable to the cemparaffvely advanced education infrastmctwe 
in the Chapare - nearly 50 percent of all colonies have both scbols and 
teadmx'. 

In direct contrast to the abovle average educational semLces, 
Wth is far belaw par. Potable water systms are virtually 
non-existent, and the few health posts that do exist are p r l y  sMf& 
and often LadWng i n  basic equipmt and medicine. Correspondingly, the 
h a l t h  status of the population is arrpng the worst in Bolivia. Infant 
mrtality rates a m  alamingly high (14.3 per 1,000 births) as is the 
incidence of diseases such as gastromteritis, tubemulosis and malaria. 

C. Bolivia and the Coca Problem 

1. Coca Production an_d t h e  Illeqal Y?arket 

Bolivia is tb saurce of a~pmxhately one-half of the 



cocaAne that reaches i l l i c i t  world markets. The es tha ted  annual value 
of this tra& is $ 2 billion. Involved i n  this i l l i c i t  e c o n d c  activity 
are about 20,000 rural families who produce coca, an activity which, is 
adversely affecting the  economic, social and polit ical  wlfare  of the 
countzy. 

Ccca protluction in Eolivia is  concer~tzated prinwily in tm 
regions - the Yungas and the Chapaxe (see rap 3 ) .  Pi Yungas has tra- 
ditionally supplied the legal ckmstic and e x p r t  m k e t s ,  whereas wi2e- 
spread, senerally uncontrolled coca production in the Chapare, laxgely for 
i l l i c i t  markets, is a more recent develcprent which man approxhately 
20 years ago, coinciding with t b  initiation of significant colonization 
efforts. 

me Chapare prodcces an esthated 80 percent of tks ccca 
gmwn in the country, which accounts for 90 to  95 percent of the Eolivian 
pmluct entering the i l legal  rrarket. bbreover, coca prduction in the 
Chapare has mre than doubled since 1979, attributable to  the increased 
number of mall farmers migrating to the area, hcresing international 
demand for cocaine, and the fact that the Chapare produces a coca leaf 
with high alkaline a n t e n t  preferred by o x a i n e  prcducers. 

The heavy reliance of Chapare fanrwcs on coca as a primary 
cash crop is a serious obstacle to the &vela~prent of the region. Succinct- 

. ly, to the extent that the graers continue to  realize a high return on 
investmnt in coca (current estimates are that it arnually generates 
$7,500 he-, a price that  fa r  outearns the potential return fran 
any other crop), they will not be favorably inclined to produce alterna- 
tive legitimate comrodities. To this must be added amsiderations of a 
series of uncertainties, frcm the farmx's piirspective, of substituting 
depadenoe on coca with a carbination of other crops to generate in-. 
In mst cases, new craps mqulm periods of experinmtation and adapta- 
t ion before proving to be econanically successful. hbreover, markets for 
the new crops nust be explored and proven t o  be feasible, (The coca market, 
Wit risky, is known to exist and be feasible) . In cmbinati an, these 
factors could seriously constrain fu l l  realization of the Chapare's legit i-  
mate agricultural potential, which, if achieved, wuld provi& a significant 
stimulus to the country's e m q .  

By extension, continued reliance on coca is a serious con- 
s t ra in t  to the successful .inplemntation of this project. WWle the produc- 
tim and marketing strategies included i n  this project will  significantly 
increase faster productivity and incarre, certainly no om crop, and probably 
no canbination of crops, will  fully match the i n a m  generated £ran the 
sale of i l legal coca. Acmrdingly, a coca reduction and control effort, 
which increases the risk of production t o  the farmer, depresses the price 
of coca, and mincides chro~ log ica l ly  and - aphically +th develqlmrent 
activities is a sine qua non for the s u c c e s ~ m p l m e n e t m n  ~f thm project. 





3. Control Plan .- 

While GOB e f for t s  to control coca producaon and trafficking 
since signing the 1961 Single Convention on Narcotics generally h1v9 been 
ineffective, s ~ v e r a l  positive actions have been taken which have direct 
bearing on t h i s  project. In 1977, the Chapare-Yungas Developrent Project 
(PRDDES) was established to study project poss ibi l i t ies  far substitution 
and diversification of crops in Boliviats  two major coca growing areas. 
Subsequently, i n  1980, PRODESt &m.rter was revised, designating it as the 
executing agency for crop diversification and developrent ac t iv i t i es .  A 
third action was a March-~May 1981 operation in  the Yungas and the Chapare 
to disrupt and in terdic t  coca leaf marketing. This o ~ e r a t i o n  caused a 
temporary reduction i n  the price of a bale (125 lbs.) of coca leaf from 
Sb 7,000 to  Sb 500 - a dramatic i l lus t ra t ion  of how similar control inter- 
ventions i n  the future could depress the price of i l l ega l  coca. The 1981 
aperation was follmed by additional actions to disrupt coca production 
ard trafficking. A new narcotics law was passed i n  late 1981, several 
major traff ickers were arrested, and a n.rmber of people i n  the govexn-nent 
of that time kncm to be inmlvtd  in the  d n q  trade were r m e d  frcnn office. 
In 1982, a p i l o t  erradicathn/control program was undertaken in Y a p a d ,  
Santa Cxuz -- an area whexe the cultivatim of coca was ent i re ly  prohibited. 
This p~mgram eliminated 86 hectares of illegal coca. S h l t a n e o u s b ~ ,  in a 
nearby area, 250 clandestine cocaine "factories" were destroyed. 

The most p s i t i v e  anti-coca i n i t i a t i ve s  have been those taken 
by the current goverxmnt, h d k d  by President H e m a n  Silles Zuazo. Siles,  
both before and a f t e r  takinrJ office, publicly declared war cxn oocaine 
trafficking, Not only did he remove from the gwenmmt  and the military a 
substantial n w b r  of officials wfio were drug trsffi.ckers, but, in March 
1983, he also established a presidential advisory board and inter-ministerial 
coordinating camrission to handle narcotic matters. &reover, in April 1983, 
President S i les  signed a campMique with U. S. Attorney General W i l l i a m  Rench 
smith enqhasizing the m's desire to eliminate the cu l t iw t ion  and traffick- 
ing of i l l e g a l  ccca and cocaine in Bolivia, including a cumnitmnt to lme r  
the lwel of coca production t o  the level of legal  demand. The GC6) has a l so  
arrested several class one internatioml narcotics t raff ickers  dur iq  the 
past  several mnths. cooperation with the  U. S. m s s y  Narcotics Unit 
on the developrent of a coca control plan is in  process. The GOB, since 
the advent of the  S i les  Gavenmnermt, has demonstrated an increqsinglv serious 
attitude toward the control of illegal drugs in Eolivia. 

G. Developnent of a Cmtrol Plan 

Over the past several mnths, the  U. S. Rnbassy Narcotics 
U n i t  has been discussing the fomulation of a coca control plan w i t h  elements 



of the Bolivian police and the Interministerial C o ~ s s i o n  on tJarcotdcs. 
These discussions have not been ccmpleted, although substantial progress 
has been made. It is important: to note that the signing af the C h a w e  
Regional Developnent: Projectwi13, not take place un t i l  a fully accepted 
coca control plan has been agreed u p n  in  writicg by the GOB ard the CSG. 

The coca cantrol program, as cur ren t ly  conceived, w i l l  have 
six significant el.ements. The f i r s t  of these is aimed a t  reduchg the level 
of coca production to the level of legal denand. It w i l l  establish a methcd 
to certify l q a l l y  grown coca and will involve a census of existing coca 
production and the determination of how ~mch of that m u n t  can be retained 
to meet legal d d .  Legal coca cultivation w i l l  be certif ied and 
exempted from forced erradication. The program w i l l  determine both 
voluntary and involuntaxy methds of euradicating i l legally gram coca. 

The s=wd element of the program w i l l  involve the develop- 
n m t  of a swans to control the legal sale of coca leaves. Coca has been 
used for centuries by Bolivia's indigeno~~s population who chew the 
unprocessed leaves as a mans of warding off the effects of the cold and 
hunger. There are other uses of coca, such as  i n  tea or  a s  a pharmaceuticdl, 
which are also considered legal. The mechanism for legal sales must include 
the wims to determine that 1) the coca for sale  was legally cultivated, 
2) the buyer of the coca is certif ied as  legitimate, and 3) once sold, the 
coca w i l l  not be diverted to illegal, use (i . e. maintaining"contro1" over 
the coca). 

The third program el-t concerns controlling i l legal  
sales of coca. ItwiU, to scm extent, overlap with sane of the consider- 
ations in the paragraph above. U n d e r  t h i s  element, a system of check-points 
and surveillance w i l l  be established to curtail illegal movement of coca. 
The purpose of thb elexnent will be to keep coca fran rrmrFng into i l legal  
channels and to prevent it fran eventually bezvming processed into cocaine. 
I f  the s d  and thikd project elements are successful, they w i l l  substantially 
reduce demand resultiag in an over supply of coca and a significant reduction 
ixi the nark& price f o r  the product. La.rge police units w i l l  be created and 
pemanently statianed in lhe Chapaxe and Yungas to carry out the f i r s t  three 
elements of the plan. 

The f ~ w r t h  cxmponent of the control program rki.11 focus on 
prwenting the manufacture of cocaine. The Wee principal elements of 
this activity w i l l  be: 1) the location and destruction or' cocaine prccess- 
ing fac i l i t ies ,  2) the arrest of those involved in the i l legal  production 
of cocaine, and 3) the interdiction of the chemicals required for the 
production of cocaine (e. g. sulphates, sulfuric acid) . In addition to 
the police actions r&ed for  the above, an improved intelligence capability 
w i l l  also be required. 



The fiE& program elemant w i l l  seek t o  eliminate cocaine 
trafficking. The munt of processed cocaine and cocaine paste that has 
b m  smuggled out of Bolivia has increased i n  recent past. To be 
successful, the GOB nmt iden t i .3  and arrest those Fnval.ved i n  the traf f ick- 
h g  as w e l l  as discover and elimirmte thei r  means fo r  doing so. These 
ac t iv i t i e s  w i l l  require intelligence and police capabil i t ies ,  as well as  
the means t o  surveil and interdi.ct transportation routes. 

'rhe final. component w i l l  be the establishment of a mchanism 
to coordinate both the ccntrol and developrlent ccmponents of the overall  
p.rogram. This mechEnisfl w i l l  e x i s t  principally within the Xnterministerial 
Carmission which includes both the police and the developnent organizatidns 
involved in  the two aspects of the program. As overall program success 
is strongly tied t o  tke i n t e n e l a ~ . o n s h i p  of the b ~ o  programs, coordination 
is part icularly important. Accordingly, coordination w i l l  be a major role 
of the carmission, which w i l l  de la ja te  implementation of certain coordirxition 
responsibil i t ies  to  ia constituent ."iinistries and thei r  dependent agencies 
(e.g. BTA, SDBT, the mil i tary).  

c. Linkage between Progress on Coca Control and the 
Disburserent of Develqpent-, - Project Funds 

As previously noted, the has publicly announced its 
intention of in i t i a t ing  an energetic program to reduce illegal coca produc- 
tion and c a t  narcotics traf2icking. Follcw-through by the  Government, on 
these commitsrrents is criticzl. to the  success of the developnent program. 
To assure that such follow-up occurs, this proj=t includes annual reviews 
by the Depmtmmt of State, AID and the  Enhssy, during which detb,aninations 
w i l l  be made on the prcgress of both control measures and the advisa5ility 
of cor~~iinuing the flaw of devrelopnent resources. 

The principle that w i l l  guide these d e t ~ t i ~  is t b t  
the GOB is making an honest, concerted effor t ,  wikhin the l imi t s  of its 
bureaucratic capacity, to reduce arad control the production of coca. 
Bencharks and guidelines are suggested to assist i n  the evaluation. The 
bendmarks w i l l  not be considered rigid detemhmts of performance; but, 
instead, they w i l l  be a mans 02 gauging the overal l  quaSity of GCB action, 

a given the large nundxr df imposing abstacles to be m a n e .  

The cb jec*ve df the Chapare Regional Developnent Project 
and the associated Coca Control Pr-am w i l l  be t o  reduce the production 
of illegal coca by 20,000 hwtares w i t h h  five years. I t  is expected th& 
this f igure w i l l  be reached gradually, w i t h  less area taken out of production 
in the f i r s t  year df the pro jest, and mre erradicated later on when contzol 
efforts are in full force and reae a pdc level of eff icienty.  Accordingly, 
project  benchanarks are to eliminate 4,000 Iiectares of production in the f irst  



ba years of the project and the r-hhg 16,000 hecares in the last  
three yeam. 

Joint AUEState-GOB evaluations of the ccca contxol aspects 
of the project w i l l  take place on a yearly basis, carmrencjng one year after 
.be  in i t ia l  Conditions Precedent to Disburserent are mt. These evaluatiors 
w i l l  gauge the overall advance of the control program in terms of such itm 
as a ~ n i s t r a t L v e  developrent of a control-reduction force (i . e. police) , 
restczation of civi l  authority i n  the Chapare, participation by fanners 
in the vo1,untiury reduction program, and the effectiveness of cc~npulsory 
measures ( if  they are needed) . Benchmarks w i l l  include sucn e l m t s  as 
the amount of Legal coca rrarketed through officially established receiving 
centers ( tmbos) ,  the numbr  of established and successful operating ccca 
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corwol checkpoints, the number of cocaine processing facilit ies destroyed, 
the market price of coca, etc. The final decision, based on the findings of 
the evaluation, to cease disbursements of a l l  or some elemerits of the. 
Ckpare  aegional Developrent Project would be the responsibility of the -.. 
United States Ambassador to Bolivia. 



D. Fhlationship to Other I Cevelopmen t Activities in Project Area 

In support of! this project, three recently reactivated AID 
financed loan projects have been part ia l ly  refocused t o  ass i s t  w i t h  .ch 
QvlFare developnent effort .  The f i r s t ,  Rural I1 (06 1) , w i l l  con- 
tr ibute $ 9 million for  the w a d i n g  of a~proxfmately 230 k i l m t e r s  of 
secc~ndaxy roads, including tka supporting bridge and dralnase work. The 
wrlc will be managed by the National mad $emice (SIC) . Through the 
second, the Rural Potable Water Project (058), approxFmately $ 1 mfllion 
w i l l  ke channeled for the instal lat ion of water system and la t r ines  in 
the Chapare. These act ivi t ies  wi l l  be implerrwted by the Elinistry of 
F!alth and Social Welfare. The th i rd  project , V i l l a p  Developrent (062 1 , 
w i l l  contribute $1.5 million f c r  the cons*mction of comunity-base2 
infrastmcture w r k s  (e. g. micro-irrigaticn and d r a h a ~ e  system, r iver  
defense w r k s ,  bridges, ag icu l ture  pmuce bulking centers, ccmunity 
markets, r iver port fac i l i t i es ,  health posts ar.d s&.ools. The biational 
cccmmity Developrent Senrice (S3X:) w i l l  carry out these activities. 

In addition, PL 480 - T i t l e  I11 resources w i l l  a lso be used 
to execute the overall Chapam developrent effort .  Approximately $ 7 
million will be dire- taward mall farmer agricultural production 
credit. This nomy will be channelled through the National Federation 
of Coopesatives (E'ENWE), euld other Intermediate Credit Institutions 
(ICrS) - principally the Bank of C ~ d m k a h .  Additionally, $ 3 million 
of T i t l e  I11 resources w i l l  be prwided to ~~ to carry out  mop^ 
ative and other farmer organization activities in the Chapare. 

W e ,  ;in tenns of fundfng a r r a n m t s ,  tkrese effor ts  are 
separata from the Chapare Project (funds will be disbursed fran USAID/ 
Bolivia d i rec t l y  to the inplemnting agencies), the i?,cvities in the 
Chapare of all three projects will be coordinated w i t h  SDBT as part 
of the overall regional develop& effort .  

The coylstruction of basic inf..astEllcture, narnely e lectr i f icat ion 
and roads, is perhaps the imst important area t o  b a6dressed by other 
donors in the near tepn. Reamtly, the %dish G m m m m t  and the GOB 
agreed to a $2.9 million electrif ication loan - a portion of which w i l l  
be directed to the Chapare. An EB rural electrif ication project scheduled 
to begin in 1983 w i l l  incl& appradmately $ 3.9 million over three years 
for  the electrif ication of the region. ?he IDB, together with the GQB, is 
also financing the 03fl~tnacKon of the Chirod-Yapacanf highway at  an esti- 
mated total axst of SUO million, wNch w i l l  canplete an alternative princi- 
pal route between Cbchahh and Santa Cruz. Cbce constructed, this road 
will offer Chapare faznrers acoess to a greatly expaZed market for  thir 
agzicultural production in Santa Cruz. Export marketing w i l l  also be 
facilitated due to the rail connecticms to both Brazil and Argen- 
tina from Santa Cruz. Fmthexmm, the IDB has recently 'acquired a $32 
million livestock and agrid.tura.1 credit loan with the COB and has indica- 
ted tha t  a portion of this credit w i l l  be made available to Chapare farmers. 



The Canadian g m m m m t ,  fn, ccrllaborat.ion w i t h  the Inter-American 
Developm~t Bank (IDB) and the GOB, recently amplet& the construction of 
en agricultural technical school in the Chapare wia a capacity fo r  tr~iin- 
ing approximately 200 students. In adli t ion,  tke NaffonilList Republic of 
China has had a technical mission in the Chapare . for  a nsnber of years 
klorkinq on a p i l o t  tea pr-cduction and processing project and r i ce  trails. 
Furthexxrore, both t!! Inter-i!mrican Acy~ricultural Sciences Ins t i tu te  (IICA) 
and the UNts Food and Agricultural Organization (FAO) have conducted import- 
ant studies a, the (%paret s productivity and investfient potential.  Finally, 
the World Food Program has expressed in te res t  in c&uulelllng a portion of 
its Food-for-Kork program to  the Chapare. 

E. U S I D  Assist.ar.ce Strategy 

U.S. Goverrmt  policy in Bolivia seeks irprovemnt in four areas: 
narcotics control, cooperation with the demxrattc countries of the &st on 
international issues, continuation of a stable c o n s t f t u ~ i m a l  cjotwment 
(a understood in the Fkste.rn mrld) and econcmic reform which can pemult 
recovery and lead to rermed growth and develapment. In view of the con- 
tinued validity of ccncexlns within these areas and the unprecedented fwd 
emergency now affecting Bolivia, imnediate USAID program objectives w i l l  
emphasize: (1) support for accelerated econonic recwlepy , (2: response to the 
food enrtrgency situation, and damage caused to the rural area fran the floods 
and the drought, (3) enoomgenwt of a decrease in illegal coca production 
and narcotics trafficking, and (4) the expansion of participation of the 
priMte sector i n  the Bolivian eeonary. 

To obtain an accelerated m a n i c  recovlery, it w i l l  be necessary 
for the GOB to give particular attention to addressing a series of existing 
macroleconanic and Bther developllental problems which have traditionally 
plagued Bolivia and are the basic causes of the existing eoonanic crisis. 
USAID w i l l  give particular attention to leveraging its assistance port- 
folio to bring about policy reform which can alleviate critical develop- 
rrwt oanstrerints. Priority areas of concern in the short run include: 
mnetary and fiscal policies, interest rates, agricultural price controls, 
exchange restrictions on exports, and po1.icies and program to reduce coca 
production and drug trafficking. USZU9 will also address balance-of- I 

paynwts and adjustmmt problem for eoonaoic recuvery indirectly by en- 
muraging the COB to reach agxeemmt with the International !!bnetary F'und(IW) 
and the international banking syndicates and coordinate w i t h  the inter- 
national and interested bilateral donors to encourage GaE; to adopt austeri- 
ty .neasm&s which can contribute to improved econanic p roqec t s  within a 
t w  or three year period. The emrgency programs and particularly the 
-tly authorized Policy Rfom project (071) are specific project 
leverage rrechrmisns which will address m y  of these constraints, 

Current food deficits caused by the twin natural disasters of 
droughts and floods w i l l  be addressed by utilizing PG480 balance of Fay- 
mts assistance programs t o  prevent &lines in  employmnt and l iv ing 



star~dards during the diff icul t  short-range period of econcfnic d jus tmnt .  
These programs include the emergency e l e m n t a l  Ti t le  I1 (20,000 mtric 
tons of mnetized rice and mlxed cmmdities - La Paz 02059) and Titla 
I/III ($8.8 million of 27,000 mtric tons of rice - L a  Paz 02237) ccm- 
-ties requests, which have recently been approved by AID/W. I n  ad- 
dition, the requested $20.0 million disaster relief rehabilitation 
supplemental (La Paz 03107) would &dress darar;es done to  the rural area 
caused by .the f l& and the drought. This aid w i l l  reconstruct damaged 
infrastructure and provide b d y  needed mdicines and agricultural inputs 
necessary to bring about short-term recovezy in the agricultwe sector. 
Pbrmr, this assistance w i l l  be used as  leverage t o  lay the foundation 
for a rational agricultural planning policy which can lead to  lonqer-tern 
growth and development of the sector. Lastly, this assistance is seen as 
being critical in he l~ ing  to avoid possible polit ical  d i s n ~ t i c n  Z u r i r . ~  
the next year, 

In confronting the ccca prduct ion and trafffckirq control i s s ~ e ,  
efforts w i l l  continue to concentrate on l?elping the GCB deve!c!p a 9enuir.e 
and effective anti-narcotics program which w i l l  seek t o  reduce coca prcciuc- 
tian to the legal dermnd lev& This project represents USAID/Bolivia's 
canpanion d e v e m t  piece to control efforts. This sinu.iltaneaous control 
and demlapnent approach qagnized that, given the polit ical  and econanic 
anditions In the ooca producing zones, and the fact that the reduction of 

C L . f f ~ t b I l  -1 depend t o  a great wt an the fasners' receptivity 
to the amtrol  program, effective reductian in coca cultivatim will  not ke 
acceaopUshed without the concurrent undertakir >f regional dewlopent 
activities. 

Building on the specific policy and developrental htervention~ 
related to the mre S a t e  econcmic and emrgency prablems amfronting 
Bollvia during the 1984-198s period, W U D  w i l l  concentrate on the longer- 
tenn issues of its 1984-1989 m S  strategy, which focusses on increasing 
the participation of the private sector. It w i l l  do th is ,  f i r s t ,  by addres- 
sing related macrrr-econanic and developllent pulicy constraints and, s e d ,  
by reinforcing these policy actians w i t h  direct program intementions. The 
m t r a i n t  areas to be addressed w i l l  include: exchange restrictions on 
exports, deficient labor legislation, the disproportionate role of the public 
sector i n  the e ~ ~ ~ l c m y  (state enterprises), the inadequa€e foreign inveskmnt 
clixnate and the negative effect of contraband an private sector growth. 
Certain po l ides  i n  t k s e  m t r a i n t  areas w i l l  build on earlier short-term 
policies taken by the GOB in response to IMF and other &or oonditions, 
whereas others will  only be possible to achieve afker significant stabiliza- 
tion of the -nary is attained. As fully described in the 1985 CDSS, . 
psogram i n t emmnt i a~~  in supprt of these policy objectives w i l l  focus on 
Bolivia' s central corridor (Ia Paz-Cochabamba-Sane CyUz) and concentrate 
on the agriculture, private and health sectors. . 



A. Project Goal 

The project g o d  is to stimuLate balanced e c o n ~ c  developwmt 
and an enhanced standard of living in the Chapare region resulting frcm a 
mFxture of public and private sector participation, a diversified econcmic 
base and mom! equitable i n m  distribution. 

B. Project Purpose 

The project purpose is to M f y  and irgrave the agriculture and 
forestry systems of farrrers in the Chapare to respond better to  diverse, 
prof itabla marketing opportunities provided under sustained, envirorl- 
mntally cmpatible, medium technology production d e l s .  

The ach ie~~~l iu l t  of the puqose is ckpxcC!ent u;?on *ie accuracy of 
a series of a s s ~ t l o n s .  !Che most important of these is t ! ~  capability and 
willingness of the GOB to support a sustained develogmnt and narcotics 
control effort. Critical ancillary assumptions include: (1) an untapped 
agricultural growth potential exists i n  the Chapare which is m a b l e  to 
a regional developwit project of this nature; (2) the Chapare coca control 
program will be effect iw in  reducing the quantity of coca produced t o  legal 
levels; (3) the coca cmtrol  program w i l l  reduce the price of coca and add 

, a significant risk e l m @  to  il legal produckion: (4) Chapare fanners will 
be receptive to the offerings of the project; (5) the private sector w i l l  
be willing t o  invest in the (%pan!; and (6) the infrasbxhm projects 
planned for the Chapare, both those pertaFnFng to USAID/Bolivia's frozen 
loam and t&se of other donors, w i l l  be carried out. 

1. General s t r a w  
..- . 

&aUzat@n of the project purpose is bas&- on a demand-dl" ' . . 
strategy thmugh which enhanced marketing of agricultural and forestry ccm- 
-ties w i l l  stimulate increases in productior~, and, by extension, an 
improved i n a m  and standard of living for Clhapare f amxs .  Initially,  
project efforts w i l l  cancentrate on creating increased demand for &sting 
Qlrnpare crops and activities. Afterwards, the focus w i l l  sh i f t  t o  sat is fy -  
ing this demnd through the composite of new activities sponsored by t b  
project. Succinctly, it is anticipated that increased market transactions 
w i l l  trigger ancillary "dEmand-pulls" within the region. For example, 
increased producrtion w i l l  heighten the dartand for agriculture inputs .such 
as chemical fertilizers and improved seed varieties. It w i l l  also increase 
t b  requirenrents for technical assistance, for example, i n  the form of 
skill,& researchers and extensionists t o  guide the application of the new 
technology. -re, the market pul l  for Chapare produced and prcces- 
sed mP(l0ditJ.e~ w i l l  contribute t o  the formtion of additional agmindus- 
'kks in the region - scnre of which w i l l  include Chapare fanners i n  manage- 



ment and m e r s h i p  roles. This, in turn, w i l l  increase the credit 
for working capital and start-up costs as well as the requirements for 
orcjanizational developmnt and enterprise manag-nt technical assistance. 
Finally, the synergism of these factors w i l l  bring increased incam and 
heightened expectations t o  Chapam residents, raising the demand for 
consmr gocds and the provision of basic social services. 

2. Project S t r a t q  

The project consists of three principal, integrally related 
canponents : (1 ) agricultural and forestry production, (2 ) agribusiness 
developrent ,and ( 3)  project ~ s t r a K o n / i n s t i t u t i o n a l  developrent. 
The project is not only an attenpt a t  achieving coca substitution in the 
Chapare, but is also a comprehensive effort  to  develop an agriculturally 
pranising frontier region of Bolivia. The ~ r o j e c t  is an indispensable, 
integral part of the GOB'S ceca control program, and, as such, w i l l  
contribute to  important USG objectives in that area. t W A i n  the general 
d m d - p u l l  approach, the strategy a t  the project implementation level, 
which lmmnizes the three camponents with each other and with coca control 
efforts, is one which confmnts the ecological constraints of the Chapare, 
the exigencies of the markets for Chapare -ties, and the current 
Urnitations of the institutions Fnvolved in the project. Thle straAcegy 
also encanpasses the need to prrwide alternatives, to ease the transition 
of farmers away frcrm coca production. 

The agricultural and forestry production elerrents w i l l  mdify 
existing fanning system i n  the Chapare so as to make them both mre ef- 
ficient and productive. The underlying principle of a l l  aqtivit ies included 
in  th is  cQnpOnent w i l l  be addpation t o  the ecological realities of the 
region. Accordingly, research and extension ini t ia t ives w i l l  be focused 
on developing and diffusing technological packages which are Wlored  to 
the er.vironmental probabilities of each of the Chapare's life-zones. 
The tatle 3 blow illustrates the life-zones in the Chapare, the hectac - 2; 

age of each type of life zone, and tk zone's relationship to the adminis- 
trative sub-divisions (micro-regions) in the Chapaxe. 
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There are several examples of how ecological consi&rations 
w i l l  influence the design of technological packages. A s  can be seen fran 
Table 3 ,micro-region 1 includes no significant area of 1,and with agricultu- 
r a l  potential a t  either a traditional or  advanced kchnolcgical Ievel. 
N-inety percent of micro-region 1 is suitable for protection and the 
remainder for forest prcdueAon. With impraved technoloyy, it is estimated 
that scsne 775 hectares, (8.2 percent) of the forest production land i n  
t h i B  region could be converted into permanent crops and pasture areas. Given 
these conditions, technical assistance w i l l  pr.lncipally p r m t e  the. develop- 
ment of tree crops. In addition, green leafy vegetables under long-term 
rotation w i t h  tinker plantations w i l l  be introduced to stabil ize land use 
and heighten productivity in  the region without causing furtm ecological 
deterioration. Cultivation of lands in the protection cat-oqr w i l l  be 
legally prohibit& and people aurent ly  mrking such lands w i l l  be given 
preference for relocation onto the lmr plains. 

A t  the other end of the spectrum, Table 3 points out that 
micro-regions 3, 5, 7 and 9 cantzin sizeable quantities of land which, 
under enhanced technology, can be improved t o  becme Clean Tilled Crop 
areas (lands that rxn support c r?~~Auous  open-field cropping and pasturing 
of livestock without ecolcgical damage) and Permanent Crap and Pasture 
areas (land that  may be used for pasturing livestock or  p e m e n t  craps 
e.g. ci t rus  f ru i t ,  bananas, palm heart - that do riot require clean t i l lage 
of the soil). Accordingly, technical packages w i l l  consist of recQrmendations 
for impmdng yields of appropriate annual and tree . . crops and increasing 
the productivity of uvestock. 

The key factors t h a t  w i l l  influence the establishmint of 
research and extension priorit ies &e: (11 the relationship of a given 
oarmodity t o  one of the planned large scale agroindustries , and (2) t h e  
need to @de farmrs with an immiiate source of in= to  canpensate for 
reductions i n  coca. Those ammdities that are to be processed and market- 
ed through large scale agroindustrial ini t ia t ives  in the Chapare represent 
the core of the project's danand-pull strategy. A s  the markets already 
have been established, it is imperative that efforts begin early i n  project 
implemmtation to  improve the production, qualitatively and quantitatively, 
of hogs, palm heart, citrus, kudzu, and wwd. Accordingly, these cart- 
mktties w i l l  be a high priority of research and actension efforts. 

Successful implementation of the C h a p r e  Coca Control Plan 
requires that control and d e ~ e l ~ t  efforts be implemented concurrently. 
Although the control plan provides for a basically repressive program for 
reduction and control of coca cultivation, it reoognizes t ha t  farmer 
cooperation and voluntary reduction of coca production is basic t o  m a l l  
success. To ease the transition t o  producing smdller quantities of coca, 
developrent efforts must be prepared t o  prwide farmers w i t h  an inmediate, 
Wt partial, mans t o  canpensate for the i n m  lost. 



The selectLon of cxxmw3.a~ for large scale pracessing and 
marketing par t i a l ly  addresses this requirement. A l l  four products, c i t rus ,  
kudzu, hogs and wood, are currently produced and available i n  the Chapare, 
and require Limited research and developnent to  apply appropriate techncz- 
logy tha t  ' d i l l  increase prcdution. These c d t i e s  w i l l  provide an im- 
mediate source of incane. Moreover, the teckmlogical packages developcl 
for each of the life-zones and corresponding micro-regions w i l l  emphasize, 
to the extent ecologically possible, a ccmbination of short-bxm return 
(annual crops, forestry and barnyard Ilvestock) and long-term return 
(perennial and tree crops) interventions. Ins t i tu t ional  limitations on 
bth  the control and developwnt asFects of the program prevent the Wle- 
mentation of ac t i v i t i e s  i n  a l l  areas of the Chapare simultaneously. Accord- 
ingly, the implementation strategy, e s p c i a l l y  w i t h  resFect to a g o i r d c s t q  
pr&uction and marketirg ac t iv i t i es ,  w i l l  f o l l m  a geographic p h ~ i n g  
pattern un t i l  a l l  areas are serviced. In i t i a l l y ,  these ac t iv i t i es  w i l l  ke 
concentrated i n  micro-regions 3 and 7. These two regions w e  selected 
because of the heavy concentration of coca production d the developrent 
potential of the area (of the micro-regions, these have the highest concen- 
trat ions of f i r s t  and second quali ty agricultural  land). Moreover, these 
are areas i n  which the  crops that w i l l  be d h e d  by l a rgesca l e  agro- 
industries are produced. Subsequently, productiun and large scale marketing 
ac t iv i t i es  will be e e e d  to micro-regions 5 and 9 which are next in order 
in  terms of avai labi l i ty  of land suitable for  agkimlture. Finally the needs 
of micro-regions 4, 6 and 8 w i l l  be addressed. A s  noted above, other than 
the introduction of mhmr technical inputs, micro-regions 1 and 2 w i l l  be 
l e f t  as protected areas. 

FeasibiU.ty studies for  the  small-scale, Chapare specific 
agroWustry i n i t i a t i ve s  ;rill ).-in ear ly  in the  implemntation period. 
I n  order to add an element of equity to the overall developent of the 
Qlapare, ef for t s  w i l l  be made to place the  small projects in miaxme- 
daminated by the less favorable l i f e  zones. Profi les of -ti& CZzapare 
specific agroindlstry ac t iv i t i es  and the selection criteria & be used fo r  
including then in the project appear in Annex E. 

As noted prevAously, three frozen UQ loan%, all of w h i c h  
prmide social infrastructure (e. g. roads, potable water systems, etc. 1, 
w i l l  form a part of the overal l  Chapare effor t .  To damnstrate a develop 
m t  presence throughout the Chapare, infrastructure iinpr~vements w i l l  be 
carried out in  a l l  micro-regiors, with the  exception of regions 1 and 2. 
Ins t i tu t ional  limitations w i l l  preclcrle the implementation of each type of 
activity simultaneously in evezy micro-region. T h ~ e f ~ r e ,  road improvements, 
ari infrastructure element c r i t i c a l  to the demand-pull strategy, will follow 
the course of ard large-scale marketing interventions -- roads 
will be w a d e d  f i x s t  in micro-regions 3 and 7, afterwords i n  miem-regions 
5 and 9 and f ina l ly  in micro-regions 4, 6 d 8. Carmunity-based develop 
rent w r k s  w i l l  be carried out  first in *micro-regions 5 and 9 and rural 
sanitation f a c i l i t i e s  i n  m i m r e g i o n s  4, 6 and 8. As the project  proceeds, 



the zones of concentration for  each type of infrastructure w i l l  be rotated. 

The approach for  executing the project administration ins t i -  
tutianaldevelopnent canponent of tke project also w i l l  follcw frcm the 
dm&-pull stratecyf. For example, p r io r i t i es  for  inproving Im's capabi- 
lity, esped.ally i n  t a m s  of h w  resource developent,  w i l l  be those 
areas ( fores t  management, t ropical  so i l s  ~anacjement , fruit plant improvenent 
and. livesmck management) which correspond to bth lnrge and small scale 
agroindustsy pxo jects  . Similarly, orcjanizations such as FEb?ACRE, a3RDEC0, 

, and the I C I s  involved i n  farmer organization ac t i v i t i e s  and/or tke provision 
of credit to prducers  w i l l  schedule a c t h i t i e s  to support the large and 
small scale agroicdustry projects f i . rs t  ar.d thm branch out of other geogra- 
phic areas. 

D. - Endof Project Status 

With regard to each of the major ca-pnents, the following 
objecdves w i l l  be achieved by the end of the project. 

1. Agricultural and Forestry Produc t iq  

a. Research and Extension 

Withinsthe context of research and estension there w i l l  
be: 

(1)' a public sector applied agricultural  research ad 
extension capacity (i.e. IBTA) established i n  the Chapare to prarrote impro- 
verrvtnts i n  agricultural  and forestry production and diversif ied farming 
appropriate fo r  the Chapare; 

(2) a ccrnpl&ntary private sector research and extension , 
sys-; 

(3) a system for  responding to supply-denand relat=ionships 
between production a d  marketing; 

(4)  the avai labi l i ty  and diffusion of agricultural  and 
forestry techmlogical packages to improve the aqro-forestry production 
systems of small farmer in the Chapare; 

(5) a mil E m e r  organizational s tructure which w i l l  
f a c i l i t a t e  tke meeting of increased prduction-marketing raremen-; 

b. . Aqricultural C r e d i t  

Concerning agricultural  
status w i l l  be: 

the end project 



(1) the establishment of a self-sustaining credit 
system employing r eaUs t i c  i n t e r e s t  rates for  both short=-and d u r n -  
term credit as well as savings mobifization program; and 

( 2 )  the creation of &versified acjricultural credit 
delivery mchanisms through which a mix of lending ins t i tu t ions  w i l l  
provide credit t o  Chapare farmers. 

2. Agribusiness Develcpent ar.6 Kat'ke t in9  

With respect t o  t h i s  ccmpnent  , by, the w.d of the 
project there w i l l  be: 

' a. an information clearing home which can identi ,fy 
local/regioni!l markets fa r  Chapare products. 

b. procedures for  identifying and tes t ing the 
feas ib i l i ty  of b t h  large and small 5ukprojects; 

systems. 
c. e f f e c e v e . c a m d i t y  pmcsssing and marketing 

By the end of the project, there w i l l  be an organizational 
structure w i t h  s trained hunan resource base fo r  managing the delivery of 
project  inputs arrd mdinat ing  with the coca control program. This 
structure w i l l  include the  balanced participation of elements f ran Bolivia's 
public and private sector. 

4. Coca Reductdon and Control 

A systen to effect ively reduce the a u n t  of coca 
planted to legally acceptable levels , w i l l  be in place. 

,Further details of the end of project  status are few?( 
in  the Logical Framemrk, Annex B. 



The project m i s t s  of three major ca;lpanerlts: (I) agricultural and 
f o ~ s t r y  productian, (2) engroindustrirsl development and marketing, and (3)  
project  stratio on-Frts;tituKcm buAldAng. This sectlon cantaim a 
descriptztcln of each of these c ~ n p ~ n e n t s  a d  its relationship ta the m a l l  
demanc.11lpull ~ t r 3 t ~ g y .  These &scxLptjl.ons are f o U W  by an elaboration of 
the financial arrangemints that  will c,~overn the funding of the mrious 
activities. 

A. Agricultural and Forestry Frodwtion Caponent 

A variew of ecological factars canstitue a key ccmstraht to  
expand& agricultural and fomstq produckion in the Chapaxe. EMmmly high 
rainfall (yearly average is 2500 to neaxly 5000 mn) and IAw abnq3t transition 
fmn b d e n  eopogr4aphy to a nearly level plain are responsible for large 
areas of land that are poorly drained and subject to c~opaction and severe 
flooding. The short dry season results in several UabiUKes, including 
insufficient tine to clear pastum of d, a high seasonal demand for labar 
as harvest and land-clearing actdvities tend to  coimfde,and difCiculties in 
drying an3 storlng oertaFn c a m d f t i  es (e .g, can, rice) . Finally, ,a noted 
previously, the soils derived fran poor parent material, under t ~ e t  rn-' 
ditians, detnelap into a ccxrposition that is high in acid and altPniPIum 
toxicity and low in nutrients. In sun, because of the ecological conditions, 
with United rxoepuans, tbe Chapam is notsuited to intensive annual csg! 
production, but has significant w t i a l  for agricultrural and forestxy 
systms and forestry mlated activities. N o t  only a n  yields be increased 
for mst Chapare crops through the application of availabls technalogies, 
but the relative munfLs of land that can ke exploited under annual and 
perennial crop and livestock syslms can be incmased by 30-35 peroent, 

In &dition to the ecology, there is a related series of 
seconhry constraints tuich affect production possibilities in the Chapare. 
These ccnstraints include limited knowledge of *roved faming techniques, 
c ~ ~ i a l l y  as rela"& to S C ~ ~ S  matliigm?nt a d  cra~; rotation, a dear# of 
nodem agricultural inputs, and U t e d  access to credit. 

2. Pr&uction Strategy 

The strabgy to deal w i t h  the production amstraints flows 
+.% the &and-pull mrach w g  the entire project. F- w i l l  
have no Fncentive t o  m S f y  their current systems and undicrt.ake new tech- 
nologies vdthout the clear prospect of a reas&& ecamxic return. The 
mketing-agroindustrial canponent of erke project is designed to expand 
profitable, stable nrarkets for existing canrercial crops as w e l l  as induce 
the -ion of other craps with favorable camrc ia l  potential. Accord- 
ing&, camdities that will be the f i r s t  to receive the attention of 
research and extension efforts w i l l  be citrus fruit, kudzu, &, hogs, 



palm kart, rice), Isat cattle, b, yuca, corn and pineaple. A t  a later 
data, attention w i l l  also be g i w  to such products aa coffee, cacao, mbber, 
and bnmboo. Activities in the productbn CQnPonent, centering on agricultural 
research and exWsion and the provision of credit, w i l l  increase the techno- 
logical knowLeego available t o  famsrs, enabling them to meet the quantity, 
quality, and t h h g  requirement.s of potential mkets, while increasing on- 
farm production effdciency. 

The! maarch and extension activities in the project w i l l  
be coordinated by the b l i v i a  F(r?search and Technical Assfstance Institute 
(IETA). Although the thrust of the project is ta increase fanwr incare 
through direct participation in productive enterprises (i ,s. Ympmved fium 
pmdwtion and marketing), a certain m u n t  of agricul'curai research is 
necsssazy. Iimaver, tb emphasis in the &~ign and n&hodological approach 
w i l l  be to  provide pragmatic s0l~tfm.s appropriate for the ecological m- 
ditions found in the e r a ,  so as to incxease pmductlcm of a m d i t i e s  of 
mrseqmce i n  the sagion. kcordfngly, although satle invrtstigations will 
be conducted at IB!I!A1s exprimnt.rtl stations in the Chapaxe, mst will take 
place on the holdings of Qlapare fanrrers under the wry oanditbm U c h  
timy (the kmzrs)  experlenoe. In addition, the studies carried out fn the 
c%apare will b linked to tmpical agricultural resear& being conducted Fn 
ather Latin American amtries (6.g. Perd, Brazil and Costa Rica) . 

b. Diagnostic S U e s  

130th short-ten and long-tam Impmmmznt of Chapare 
production systems require further study of the daninant ecological can- 
dlUa found i n  the area. The basis of such wrk w i l l  be * land use 
capability and actual land use =search already oaopleted, caup1ed:with mxre 
. d e w l e d  soil  fert i l i ty and agraneteorolcgical research- TPd prevailing am-. 
cultural and forestry system usad by fanrrvs wil l .  liwre f u l l y  analyzed and ac- 
primnts and field Wafs wlUbe -en wLthQQIjbinatims &annual (e.g. rice, 
corn, yxa) and pererrnial (e.g. e f W  fzuits and woods) crops that show 
prmise for adaptatian 4s the various Chapre l i f e  zones. This work w i l l  
be carried out by t e r n  carposed of research technicians, exblsion agents, 
and mUaborating f-s. Technical assistance advisors w i l l  assist in 
the design and execution of this work. The phasing of this research w i l l  
coincitk w i t h  the demand-pull strategy of the project -- Le. it will be 
carried out f i r s t  i n  those areas imnec7Kqely affected by the requirenwts 
of the large scale agmindustry initiatives of this project. Hence soils 

out init ial ly  in micro-regions 3 and 7, 
9, and, finally, in micro-regions 4,  



c. Representaave-Dernomtratim Farms 

A critical elanent of .1-l.lc pragmatic research and extansion 
approach will be the eatablfshmnt of mpresentatim-damwtraKon farms. 
These fecrm~ will be holdings of typical mall 'growers In the Chapre wh~ in 
exchange for technical assistance and inputs will provide land E a r  applied 
~ ~ t a t f o n .  It is anticipated that 20 such farms will be estzhlishd 
An each of the Chapare's m.icrol~%gions, except for the protect& areas -- 
micro-regions 1 ard 2. ' Ln accordance with the ~ ~ a l l  demand-pull approach, 
the geographic sgvgnce of setting up these f m  will coincide with the 
micro-regions that u e  priorities in tam of potential production capnbi- 
llties . 

With the assistance of actemion agents' initial farm 
plans, including a map of future production ~ v i s i o n s ,  cmp;tng and 
rotatian schedules will, be developid for these fm. Applying Imam 
tecnologies, &.sting data and research f m  cr;tler analqpuo humiil kapicdl 
areas, conditional packages of recammkd practices w i l l  be defined and 
implenmted or refined under on-fann trial conditions. As needed, on- 
station research trials w i l l  be designed and hpkntx~ted to gain more exact 
data than an-fann conditions w i l l  allw, As m-fann and on-s.taKon data 
ard apezience permit, act31tional farms will be identified to =e as 
damnstration areas fox the sys&ms and productian inprc~ement  packages 
being prarotd. !Ibe faxn planning will be an m-going activity condu&d 
by teans of researchers, extensionists anl pzeatechnicians trained in practi- 
cal farm planning technigues. These $.as, deve1- initially for repre- 
sentatiw-dsmstration farms, w i l l  pLOVL3E fmers w i t h  infomtfon re- - soils, slope, drai,nage unit cahinations and thir prcdtU3tion 
possibilities , mpforestq adaptations, f a n g  practices, activity 
calmdar an3 projected financial flows. 

3. Extension E l m t  

The qadn thrust of the extension e l m t  w i l l  be technical 
teams rade up of professional extension agents and paraprofessional as- 
sistmts . The f ormr .kill be university graduates, spcialized in agroncpny~ 

will be added to IBTA1s Chapare std.3. 'XIS latter will b recruited 
frcan amng Chapare farmers ard also contractec? by IWIIA. Over the cour,cz 
of the project, bath gmups d-ll be given trairdng tropical fanning 
systems and will work closely with IB'IZA research specialists in establish- 
ing the repres~ntativedamnstration fasms. 

Tk basis for the design of this ccnpment is that it will 
prwide intensive training and supervision as r.ew technology is introduced 
ints f am prcductfon systems. .Wreover, by caplarenting the work of 
professiondl extensionists w i t h  parapmfessionals, t k  radius of farrrrers 
receiving assistance will be significantly increased. Finally, the design 
p w d e s  for a two way flaw of infomation, through a sysm of refexals, 
fran the faxmr to the paraprofessional, to t b  professional extension 
agent, and eventually to the researcher and the converse. 



It is anticipated that l.5 professional ext;ansionists w i l l  
bs racruited ems the Ufe of the project. By the fourth par of the 
project tham w i l l  be two agents in each of the saven active micro-miom, 
plus om agent in micro-region 2. Initially, each agent will concentrate on 
carrying out diagnostic l a m i  use and capability st:utiles and re&!. f-s 
to  participab in the representativedemnstration farm ptogxam. F m  will 
be selected on the basis of M e  zone characteristics ard farmer ir,terest. 
The c b j e c t i ~  dl1 ki to ~ t & U s h  a of fm which, as a -let 
reflect the range of em&mmn.ial possibilities an8 Urnitations found in 
each miam-mgion. Pmfmce,  in terms of initiating activities, will be 
given to faxlms which haw the best land classification and M c h  are a 
"type" fam directly linked to  a large-scale agroindustry interwntion. 

After selecting  the^ f-, each agent will begin a am- 
centrated program of introducing agricultural Fnnovatim, c~l~a tdb lu  w i t h  
the local envFrcoarrent, to i r r p m  the existing fanning systems. As a part 
of the pr~gran, agents, assisted by paxaprofessionals, will maintain a log 
oa each farm end w i l l  establish a firm scheduie of b i w y  visits w i t h  
each coqerating fanner for a psriod of o m  year. -after, the visits 
w i U . o c c u r l s s s f r e S l u e n t 3 y a s t h e t e r r m ~ t s ~ w o r k s i n t a n s i ~ l y w i t h  
aseGondgrapof~~apexatingfaxmrs, I t i s ~ t h a t t h i s c ~ ~ p a n e n t  
of! the exlzmion program w i l l  occupy 60 percent of the agents' working 
days per m~nth. 

Simultaneously, w i t h  the start of field activities by ertension 
ag@nts, the process of COntxracrtFng the parlpmfessionals wl l l  begin; it is 
anticipated that a tatal of 45 will  be hired. They wil l  be recruited f m n  
amng fanrers in the Qlapare axd enplayed by IBIR an a part-tilme basis. 
Aftar an initial period of training in tropical faxxtdng system, the para- 
pxofess:anals wil l  be assigned .t;o work with a professicmal agent in es- 
tabusNng t b  l z ! p ~ t a t i t ] l C ? - d e Z I D S I S t r a ~ ~ ~ ~  f ~ ~ l l l ~  and o t b r  extension 
activities. The principal functions of the paraprofessionals wllP be to 
pmpare fanoers to participate in the dencatration-representative fajm 
program, assist exkmion agents during the one year period of intensive 
work with each group of participating famem, and provide priodlc follow- 
cp after the intensive period has concluded. The msthcdolw they w i l l  use 
i n  c ~ z i n g  out these t-2sEc.s is s M l c r  to  the D E X  approach us& in s m  
rural health programs. That is, they w i l l  be equipped to offer established 
technological packages and recognize symptatns of camrm problem for which 
they w i l l  l3xmmrd st;Ebndard solutions. Any problem that m o t  be treated 
by a standard soluffan package w i l l  be braught to t h  attentian of a 
prvfessional eXWIISianiStm 

Over the Ufe of the project, fifteen 4-persan extension teams 
w i l l  bs ftmmd. There will be two teanr; i n  each of the seven active rrctcro- 
regions ard one t eamin  regions 1 an6 2. Each t e a m w i l l  be ccplpo.sed of a 
university traine6 professional extensionist and three parapmfessianals. 
In the f i r s t  year of a project, th res  of the extension teams cancentrating 
i n  mi.clrwregiools 3 and 7 will focus on introducing technological pLxges tn 



suppart of t h e  citrus, swine, paxticle board and kudzu agroindustries, The 
taam in micro-regim 1 ard 2 will  deal almost exclusively w i t h  an improved r 

forest p d u c t i o n  system. In the second yea. of the project, the rerrraFnFng I, 

12 extensian w i l l  ke organized and fielded. 

An ' i n p r t a n t  carplenr?nt to the demonstration-reprp.3entative 
P a m  program wil l  be the use sf gn;q? educational mt.hods to expose the 
g m a l  fanning population to Fmprovled production techmiqws, Fbr the mst 
part, these methods w i l l  consist of f ie ld  days focused on a s p c b  of tropical 
farming systems conducted m a demnstration-representative faxm in a given 
micreregion. Damstrations and matalials for the f ie ld days w i l l  be pre- 
pared and presented by IBTA extension agents ard research Printed 
material, with a very sinple folnat, in support of the denurmstrations , w i l l  
be prepared by +&hnicians a t  IXR's Chapare research-extension stations 
and dlstrFbuted to  ftmers in atterdance. Once t h  extension teams are 
formed, there w i l l  be a minimum of three f ie ld days per year in each active 
micro-regiobl covering a veriety of agricultural topics, 

~ g p ~ ~ s  E hap are team w i n  atso develot, nuterid for radio pro- 
grams that will be bmadcast fran a srrall radio station, financed with 
project funds, to  be located in tke Chapare. The radio network w i l l  ccmsist 
of single sfdebad AM transmitters (SSB) in eight of the nine micro-regions* 
M e d  t o  f13TAts research station in  La Jota, and a repeater-transmitter to 
broadcast programs frrm tb Radio School of Bolivia (ERECL) station in Co- 
chaba&a. Pmgramning will  include ErRBOL's broadcasts cancenring rn, 
nutrition, health, agricultural practices and camtnautty oqardzation, in 
addition to local information m market prices, mather and road calditions, 
meKngs and other ibms of parochial interest. The project will provide 
$lSO,OOO in loan funds to procure the necessary equiprrent, an3 lBI7i w i l l  pay 
for the cperatfon and maintenance of the SSB and broadcasting fac i l i t ies ,  
The contract for the pmcuremnt of t h  bma2casting equimt w i l l  include 
short-tern technid services to train = personnel in its use and mainte- 
nance. 

Tb ensure the existence of a two-way cmmnication £lot; 
&been IE?a technicians and f-s, Carmunity Extension Councils c a p &  
of local grmers w i l l  be organized in every micro-region. Each Cour.ci1 w i l l  
have 10 m m b r s  representing different areas within the regim. The Councils 
w i l l  met a t  least  three tines yearly m d  pruvide inputs for guiding the 
research and eiCtension program. IBTA extersion a m t s  w i l l  have the' respanslt- 
bili.ty of organizing the& Councils. 

* 
As described previously, 
2winbecave redbyane  

for purpases of 
extension team. 

this project, micro-regions 1 

m 

and 



5. Individual F a a m  Assistance 

It is anticipated that farnrers, facing a reduction of the coca 
trade and exposed to rtnprovsd mafc1.sUng prospects for other crops and forest 
p r c d w  they cwm3ntly grcrw, w i l l  seek assistance fm IBTA technicians. 
Aocordfngly , a portion of the ~ & K E  of the researchers, extension agents and 
paraprofessionals w i l l  be dedicated to respading tc such ad hoc requests. 
A+, the team concept w i l l  be utilized, with consultation occurring as 
necessary a m g  farmer, extensionist and researcher t o  pmrlde an appropriate 
prduction s t r a w  or solve a particular problem. 

PIUSES has estabUshed sewn cumunity nurseries in the Chapa- 
re which are producing seedlings and pmpagation 'materials .(&trus, cacao, 
peach palm, pineapple, rubber, forest species, etc.) for use by leal fanrrers. 
IBTA/Cbpm w i l l  a s m  respmsibility for jnproving and expanding the a m  
munity nursery sy-. It is estimated that a total of 12 nurseries w i l l  
b e ~ t o i n p r 0 ~ l e s e ~ c r q ? l l n e s a n d a g r o f ~ ~ s y s t 9 n s f n ~ e  
w i t h  ths dieme ecological lffe zones famd in the CZlapere. Iadl faxmxs 
will pay for nursery stock, but the charge w i l l  be adjusted ta reflect COW 
mmity c0ntributica;s (e.g. land, labor for land clearing etrd minor facility 
con.strUct=ion) for the constzwtion and mainlmamze of tha nurseries, fEna 
will fund the W e s  of the technicians assigned t6 mintaln the nurseries. 
Tho Institute will receive technical assistance fran the National Fare- 
De-t (CDF) i n  muging tha forest species nurseries. 

7. Credit -- 
a. Objective 

The a5jective of the credit cap~mt is to develop a viable, 
self-sufficAent financial system in the Qlapare bMch w i l l  mbil ize savlngs 
and channel them to their mst efficient uses in the region. Consequently, 
2 market-oriented awrcach to savings mbilization md allocation of credit 
will be praroted; i.e. positive, real rates of interest w i l l  be encouraged 
for back savings and credit activities which w i l l  prwide an attractive ret.1~1 
to  Penders and allocate credit t o  bommwrs on the basis of potential profit- 
ability. To ccrrplmmt this, ins t i tu t ional  lending practices and cri ter ia  
w i l l  be stre- t o  facili tate small fzmer participation in prnducticm 
credit program. 

b. Credit Channels 

The delivery sys- for production credit will include 
various types of ICI organiz&ians i n c l W g  the Bank of Cochabw,ba (BC), 
anc! FENACm. A total of $7 million, all provided by Title 111 resources, 
will be made available for these activities. 

The Bank of Cochabami.# is the only carmerdal bank with 
an office in the Chapare (Villa Tunart - micro-region 3) . It has a streamlind, 



efficient credLt delivery system involving a minimum of papemmk and has 
done mst of its lendins t o  small farrrr?rs. In addition, the Bank has 
operated a highly succe~sful savlngs mbilization due principally 
to  offering attractive rates of interest (34 percent) to  Chapare growers. 
With the iniffatian of this project the BC w i l l  open a secondnd branch off ice 
in Villa 14  de S e p t i d r e  (micro-region 3) and plans to  establish 
&ile banks to gather savings and make loans in mre remote areas. 

The bulk of the costs associated with the expansion and 
rnaFntenance of the BCts aperations in the Chapare will be f i n a n d  by the 
Bank. Hmw , Bank personnel w i l l  participa- in the in-service training 
courses for FTNXRE credit agents to  be f irmced by the project. It is 
planned that $4 milUon of T i t l e  I11 £unds will be funneled through the BC 
for production credit in the Chapare. In addition, tk Bankt s aggressive 
savings mbiUzation program is expected tb significantly increase its 
lending capital. 

~ ' q l e m e n t a q  to the Bank's efforts, an additional $3 million 
in Title 111 generated resources far production credit will be channeled 
through Em?aa. AppraxAMt=ely $1 million of th i s  ammnt w i l l  be distributed 
through the FENACRE cooperatives (NueM Canaan and La V i c t a r i a )  and 
prec~cperatiws ( E l  Pi i ia l ,  Arco Iris, Tai:ata, Agropecuaria Ehltiactiva) in 
tbschapare. Ther€mmng$2million willbeprogrrrmredthrau*~f- 
organizations that FENACRE will assist, forred in response t o  the increased . 

demands related to the agroFndustry sub-projects. 

The Natialal O f f i c e  of Integral rnapPratives (CkJCIOOaP) 
will pmvide technical assisternce t o  these OXBS. AXD assistance will be 
channelled through FENA@.E and will consist of training to rrrembers on 
organizational managemint, lerrling and bcm:uwing criteria, benefits of saving, 
and general cooperative principles. The costs of CJNClCCClP's activities will 
be financed with T i t l e  111 funds. 

Ry the end of year two, it is apected that fazmrs in a l l  
of the active microlregions w i l l  have access t o  one or mre credit sources. 
The g m e r s  w i l l  receive assistance in pl.5Ullljlng and preparing credit requesks 
frcm the credit agents employed by each of the lerding institutions who will 
work in Conjunction w i t h  the extension personnel assign& to each given area, 

To cmlenrx~t the assistance prwided to famzrs through 
prcductian' credit, an additional $3 m l l l i ~  in T i t l e  I11 &es w i l l  be' made 
available for the develqmnt of fanrrer organizations (e.g. cooperatives, 
growers' associations) . A pcrtion of these funds, appr~ximasely $672,000, w i l l  
be used to develop the institutional capacity within FE?S113RE to  carry aut 
these tasks. The balance of the xmney w i l l  be emplayed in direct appxt of 
the farmrs qanizations that will be farmed. For -le,these funds 
will be used to hire administrative psmnel and pravide logis- 
tical support to the livestock lxedersl association that will be established 
in relation to the swine fattening agroirrdustry initiative financed by th is  



project (5- Section I I I o B . 4 .  (c) for &taiLs). Similarly, these &Funds w i l l  
help establish farmer am& input supply outlets. Chmmtly, mst of the 
inputs available in the region are supplied by mLildl.pnr_n who pxchase in 
C c c h d m b  and re-sell in the Chapare in snail v o l ~ s  at high markups. 
The exoeptions are three successful inputs supply cooperative stores, all 
loczt.pd in the CWmn2 area. Tho= stores purchase fer t i l izers ,  pesti- 
cides, twl,s and other inputs in bulk for sale to participating fanrers 
a t  prices 20 perccent - 50 percent belaw those of other retailers. ' To 
address f&sl input supply needs, over the life of 
additiondl input supply outlets w i l l  be establish&. 
in different micro-regians and ccmr tlY3 entire :-a. 

the project,three 
They wil l  be located 

c. Prcduction Credit  Demand 

Cemand for credit to  Inplenwt the farming system mdi- 
ficatian pmm&d by this project w i l l  financing for  h t s  (e.g. 
herbicides, fer t i l izers ,  irpLwed seeds and plant materizl) , 1.abor for 
land clearing and cultimtik of tx-bush ckps (such as citrus fruits, 
papaya, eud bananas) , and the purchase of Uvestock. Detemhation of 
credit demard is based on f ie ld study conducted by Dr. Jerry Ladman, a 
mcqnized credit expert fmn Arizona Sta te  Wversity. Ladman f irst  
analyYzed the productdm probabilities of 9 a m d l t i e s  (see Tab& 4 ) 
that were likely to  be planted aver the fiw yeax U f e  of the project. 
This analysis cxmidered the f u l l  range of ccplstraints (e.g, ecological, 
marketing, technical and insti'kutional) that irtpact a1 production levels. 
Next, the research methcd ~zrutinized the two principal costs of production - inputs and labor. It was assurd that the fatmas w i l l  need to  finance 
all of the capital  goads and 70 percent of the labor. It was further 
=sun& that the cost of the capital goods w i l l  inmase by 50 perant per 
year (which apprcodmates the average of the last four years), and that labor 
costs W l  increase 30 p=rcat annuaily (also the past feur year average) . 

The analysis of constzaixlts, car$;ined with the asscqtions 
on the costs of prcducCdon and es ta tes  of hec*eageplanted (or sizs  of 
rncdule in the case of livestock) far each of the swine canrodities, p r o v i M  
the calculations of prcduction credit required by the project. As caii be 
seen frcm Table 3, the c d t  demnd increases annually fran $409,000 ix 
~ first year t o  rn $4 million i n  year five, reflecting the ever in- 
creasing rhythm of activities. The Table  also reveals a tsota3 projected 
credit demand of slightly more than $8 dllisol. The difference between 
this figure and the $7 million available i n  Title I11 resources for production 
credit w i l l  be cwered by momy pierated through savfngs mobilization 
cmrpdgns. 



LOAN CAPITAL NEEDED TO FINANCE SELECTED CROPS, AND LIVESTOCK 

Crop o r  Activity 

Bananas 

Cacao 

C a t t l e  Fattening 

C i t ru s  

Coffee 

Heart Palm 

Hogs 

Papaya 

Pinapple 

Rice 

Rubber 

Tea 

TOTAL: 

ACTIVITIES, CHAPARE, FIVE-YEAR PROJECT 

Tota l  No.of 
hec ta res  or F i r s t  Second Third Fourth F i f t h  Cumulat ive  
Ilead s financed Year Year Year Year Year Tota l  Total  

Source: Calculated on the b a s i s  of d a t a  provided by Nogales Report and d a t a  i n  F e a s i b i l i t y  
s t u d i e s  by "Asesoramiento Empresarial S.A." 

s f l  rn 8 
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11. Agricultural Production 

FEMI(IRE 
IBm 
OORDZB 
Farmers Federation 
Research and &tension 
Agricultural Production 
Credit 
F= Organization- 
Marketing Credit 



B. ~groinsus trial Developnent and Marketing 

In keeping w i t h  the demand-pull strategy of the project,  
the objective of the ayroindustry canponent is t o  further develop regional, 
national and export markets for Chapare products. This objective w i l l  ka 
achieved through a series of specified actLon8 to improve the present 
marP&A.ng system and provide viable w k e t i n g  alternatives for the area's 
farmers. 

2. Marketing Constraints 

As it is cummtly structured, the Chapare s marketing 
system is hindered fran achieving its full potential by a series of re- 
lated constraints. Amng the key impeainrents are: (1) limited agm- 
industrial .greulessing capacity at the local and regional levels, (2) 
limited hmledge  anon --farrIler:s w n c u  -cam+ty and -ke@, 
(35 Wc of famer mr R, ting orqanizatim3, (4) gcn,-t food pricing 
policies which favor amsm%s 6wr p-, and (5) an und;erdevlelaped 
rural infrastructure netwrk - especial& t i th regard to secondary roads, 
electricity and collection centers. The f i r s t  three amstraints will  he 
addressed by th is  pro jeet. * Pricing plicl refom will be addressed by 
USAID/B3Zivlla1s moently authrized Policy Worm project. Q w ~ o n s  of 
infrastructure wif 1 be addressed by USAID/Bolivia s Rural Reads 11, Village 
Develaprrent and Potable WaW projects and the activities of other donors. 

3. Strategy 

The strategy to be ernploy& by t h i s  project to avercatle 
the key marketing constraints w i l l  be a *track approach for the develop- 
mt of agroindustries for processing and marketing of Ctmpare products. 
Track cne oonslsts of four large scale agroindustrial projects (each cost- 
i n g  mre t!! $600,000) for M c h  there are identified, mitted private 
sector Bolivian investors. Track b-o w i l l  be cc~nposed of a mFnimum of 

' ten smaller scale (averaging less than $200,000 apiece) processing znd 
marketin5 interventions. I n  this re?&*, it should be noted that a CCXP 
p l m t a z y  $ 5 xnlllion Chapaxe marketing and agroindustxy project is 
currently scheduled for N 1985, that w i l l  respond to additional agro- 
industrial opportunities, W c h  are identified over the! next two years. 

4. Profiles of Large Scale Interventions 

The four large scale interventions are fruit; processing, 
particle board production, swine fattening and kudzu dehytkation. For 

of the sub-pro jects , detailed production, processing and marketing 
. feasibility studies have beera carried out which indicate that the activi- 

ties are financially sound investment opportunities with acceptable rates 
of return for both the investors and the Chapare fanrrers who w i l l  ke 



producing the raw material. Finally, all  four sub-projects deal w i t h  
c a m d i t i e s  dlready being gram in the Chapare. A~mrdFngly, they w i l l  
provide an imnediate return to the L"afft.lers - a matter which is extremely 
important as inm from coca declines in accordance with the reduction 
Progr:rn* 

a. Citrus Fruit Processing and Marketing 

This init iative m i s t s  of the processing and market- 
ing of lines of f ru i t s  produced in  the Chapare. The processing and market- 
ing activit ies w i l l  be undertaken by the Ftlbrica Nacional de Conservas 
Di l lmr inn  S.A., a Bolivian fian w i t h  headquarters and processing fac i l i t ies  
in the ci ty of Codvb&a. Dillmann was founded in 1923. Initial activit ies 
focussed on the mufacture * of sausages and &re was a gradual mvemnt 
into the canning of mats, frui ts  and vegetables. 

In 1976, the Canpany expanded its aperations by build- 
ing, at an estimated dollar mst a t  that time of $3.5 million ,one of the 
mdern food processing plants in Latin Amrica. Currently, Dillmann i s  
the leading food processing ffrm in Bollvia in regard to  production volutes, 
product mix (it has 76 different fruit and vegetable i.tems, 43 types of 
pork/beef byproducts and 16 varieties of canned mats) ,and quality. Its 
products enj cy wide acceptance within Bolivia and abroad (Perb) and the 
Carpany maintains a nation-wide distribution gystem. fn keeping with the 
project strategy, this activity will  be initiated with f a n e m  in Chapare 
micscrregians 3 and 7 and then expmded to other zones. 

The investxmt decision for this sub-project is based 
on tbe results of a marketing feasibil i ty study oonducted by the Coapexs 
and Lybrand Camulting Firm, which estimated a yearly demand (both do- 
rrestically and in  t h  neighboring countries of Argentina and Chile) of 3.6 
million liters of pure f r u i t  juice. Meeting this demand w i l l  require the 
utilization of 13 percent of the Q.laparets current annual production of 
citrus, or approximately 46,000 metric tons produced on slightly mre than 
4,000 hectares. 

(i) Technical Feasibility 

Over the l i f e  of the project, D i l l m a n n  w i l l  process, 
and ir.trcduce on the market, several lines of fruit concentrates (oranges, 
tangeri&,grapefruit and pineapple) , marroslades and jellies, ice cream 
flawring, essential o i l s  fa r  perfurrre manufacture, and animal feed supple- 
mts .  

The CXqmy's current processing capacity is 300 
rretric tons of raw fruit material. Through the purchase of additional 
equipllent, this capacity can be expanded to 1,600 metric tons in the 
f i r s t  year, and gradually increase unti l  the sixth year of operation when 
f u l l  capacity of 6,000 rnetric tons of raw fruit processing w i l l  be reached. 



The plant's aperating capacity w i l l  wzrespondingly increase f m  28 
percent of rnaximm capacity in year  one to 45 percent i n  year W, to 
57 percent in yeax three, 74 percent i n  year four, 91 percent in year 
five, to  fu l l  capacity in year six. Production estimates for the fixst 
year are 900,000 liters of fmit juices,126,000 kilograms of marmalade, 
jelly and candy, 24,000 Mlocpams of essential oi ls ,  and 380 mt r i c t ons  of 
residue. During the sixth year, when the plant is operating a t  C u t 1  
capacity, production levels will  increase to 3.5 million liters of fruit 
juices, 450,000 Mlograrrrs of Yna;rmalade, jelly and candy, 8,600 kilograms 
of essential o i l s  and 1,350 mtxic tcns of residue. 

Transportation of the produce frun collection 
oenters in the Chapare w i l l  be arranged by Dillmann through contracts 
-dth unions of truc)&rs currently operating in the Chapare. The estimated 
cost of transportation £ram the callectton centers to  the plant in the 
city of CochabanJxr is $15 per metric ton. 9he mari upgrading in the 
Chapare, to be conducted under the Ruml Rxds 31 project, w i l l  red- 
the spoilage loss of fresh produce such as citrus fruit, thereby con- 
tributing to  the financial return of such agrohdustrlal interventions. 

Ihe cQrmOdities (fruit juices , marmalades, essen-I 
tial o i l s  and animal feed) produced will  be m k e t e d  nationally and inter- 
~mticmally, and will be directed at both household and institutional am- 
sumers. A t  the r i a t i ond l  level, the Ooapers and Lybrand marketing study 
indicates an annual hausehold oansunrption demand of 2.2 million liters of 
90 percent amcentrate f ru i t  juices, 21,O million liters of 15 p e r m t  
concentrate f ru i t  juioes, ax3  250 ii&,xic tons for marmalades, jelly and 
candy. Yet~-1y amamption demand esthmates for the institutional (e.g. 
re staurants, social clubs, work place cafeterh ,  etc. ) market are pro- 
jected to be equeil to  5 prmt of household amsuption. Marketing of 
the products within Bolivia w i l l  be carried out through Dillmann's exlst- 
ing sales distribution system. Currently, this sysbm consists of ism 
hundred retail outlets, the majority of which are located in  the urban 
centers of La Fon,, C r x h a b e  and Santa Cruz. While this system functions 
well, it will be c?an&d t o  acmmcdate increased pmCuction levels. 
Similarly, D i l h ' l a ~  w i l l  increase its pramtion efforts to faci l i ta te  
the intrcduction of the new prodw lines (i .e. f r u i t  juice concentrates 
and candy) 

With regaxd t o  the export market, the fkasibility 
stu& indicates an annual potential of four million liters of orange and 
pineapple'juice cancentrates in the neighbring unmtries of Peru, Chile 
and Argentina, 9s we11 as Ecuador, The international marketing arrange- 
ments (e. g. i b t i f  ication of potential buyers, contract negotiations, 
custans regulations and shipping) w i l l  be ranaged entirely by Dillmann. 
To this end, Dillmann w i l l  establish offices in the major c i t ies  of the 
countries involved. 



(iii) Sub-Pro ject Financial Analysis 

Ths sub-project s incremental investrent, or amtmt 
of borrQwlad funds required to finance the proposed project activities, is 
$ 1.9 million. Approximately 75 Wcent of the financing will be derived 
frun AID loan funds discounted through the Central Bank, and 25 percent 

, provided by ICI resources. Of the total loan amnmt, $1.51 million will 
be used for the purchase of fixed assets, consisting prifiarily of ccmpli- 
mentary fruit processing machinery, light building constructdon, tmnsport 
facilities and equi-t m1ovation. In addition, Dillmann will 
$ 360,000 in w r k g  capital to meet increased ahhistrative costs of 
operation. The remaining $30,000 in loan funds will be used to cover 
deferred costs associated with the final engineering design of expanded 
plant facilities. 

As a counterpart to the project's financial require- 
n-ents, D i l l m  has already hvested $459,000 in fixed assets (land and 
building construction) that will be used as t h  basis for expanded apesaa 
tiom dn fruit production as envisioned under the subproject. 

Ths sub-project's Internal Rate of Bturn, based 
upon an ;FncremenW investment of $1.9 million, is calculated to be 18 
Fercent The stream of cash flows used to tie- the IRR (see Annex c , 
Exhibit 1 ) shrrws a positive cash flow position throughout the s e w  year 
projected life of project. In addition, the 18 percent IRR, which is 
above the project's opportunity cost of 15 percent, is enhanod consider- 
ably by the existence of strong darrestic dmmd for fruit juice, large 
supplies of raw material for fruit production, and good growth potential 
for fruit products within the Chapare. The provision of applicable tech- 
nology, an adequate labor force, water resources, and a planned develop- 
ment program within the Chapam :.target area (including electrification 
prams, improved road ne-rks and 6onstruction of fruit collection 
centers) indicate further the positive anditions Wch exist for success- 
ful capletion of the subproject's deve1o;n;lent objectives. 

A review of Dillmann's projected balance sheet 
bee Annex c Exhibit 1 ) shows that during the i n i t i a l  two years of 
operation, the ccanpany will have a debt to equity ratio of approximately 
4.5 to 1. This rate is reduced to 1.2 to 1 at the a d  of year three, 
which is substantially stronger than the normdlly accepted ratio of 3:l. 
The f inn' s liquidity position is sansdmt re stricted in years one and 
two, reflecked by the fact that current liabilities are slightly greater 
than liquid assets on hand; yet, in year three this ratio is corrected, 
and increased in year four, demnstratFng a healthy liquidity ratio of 
2.8:l. 

The cost of fruit processing relative to total 
sales and debt service costs will result in Dillmann expriencing net 
losses of $68,'00 in years one and W. In year three, hmvler, sales 
are projected to increase by 50 percent, while financial costs 



are reduced by 30 pcsroent, producing a net hama of $560,000, which 
incrrzasea steadily ovu: the next four yeam. 

It is eqected that a sat.isfactory wnploynwt genera- 
tion ratio,  defined by total  capital inve arm?nt c a p m d  t o  the amount: of 
labor util.ized under the sub-project, w i l l  be realized based upon the pro- 
ject's total investment of $2.37 million ($1.9 million f rcmn AID and ICI  
participations, and $469,000 fran the Dillmann counterpark investment). 
Accordingly, the projected capital/labor ratdo of the sub-project is 
estimated to be 14,350 to  1. 

(iv) Social Soundness Impact on Farmers 

Proc1uction activities related to this sub-pro ject 
h i l l  begin i n  micro-regions 3 and 7 in i t i a l ly  and ther expand t o  other 
zones in the Chapare.. In  designated production areas within each region, 
f-st with the assistance of m, w i l l  fom gruwersqassociatians 
for the purpose of providing DU- with the reqccired produce. These 
associations w i l l  have a local base and identity, w i l l .  be formed to achieve 
a specific, tangible goal and w i l l  be organized (they may be cooperatives 
or  less structured -wings according to the preferences of the mmbers) 
in keeping with the realities of the snail farmer society in  the chapaxe. 
Tb3 assodations will function to negotiate contracts w i t h  D i l l m a n n  (them 
by assuring both a f a i r  price for t h  gmwers and the timely .delivery of 
the ammdities to the carpany), establish schedules for the collection 
of produp, oversee t i m l y  payme to famrm - i .e. at the Mme of deli-- 
ing the fruit, prwfde directives to farmers on grading a fruit, and 
serve. as a conduit for the prwision of technical assistance and credit. 

The m a l l  farmcitrus pmducerwillrequire an 
initial investzmt of approximately $3,986. This as- the farmr 
begins operations with 2.2 hectares of citrus producing land having an 
estimated value of $3,300, based on the value of one cleared hectare of 
land ($lt000/hectare) and the added value of 2.2 hectares of citrus trees 
($1,100) . Xn addition to the fixed investrrrrnts in land and citrus trees, 
the small faxmr w i l l  need to  purchase agrochemicals as well as cover 
start-up I&or and a c h i s t r a t i v e  costs, totall ing $686. Credit made 
available ttzmugh the T i t l e  I11 program will enable the farmer t o  finance 
a portion of these costs. 

The projected 7 year financial projections for  
a c ih l s  prcducer are based upon: (a) labor costs consisting of 198 wrk 
days per year at  $2 per work day, totall ing $396 per year; (b) a cost 
of $176 per year in agrochemicals needed for citrus trees to  reach thdr 
f u l l  productim levels; (c) an administrative opportunity cost t o  the 
famr, estimted t o  be 20% of total production costs, or  $114 per year; 
and (d) a debt, senrice cost of $70, calculated in year one only, to  finance 
the puchase 0;: agrochemicals. After year me cash flaw revenues are suf- 
ficient to a d , t i z e  the rmaining debt. 

'i 



The analysis assures that t=ha ritxus pducex  
cu;crently haEl 2.2 has. in production, although Im is using r;&tiondl 
tes~=hnology and, consequently, yield pro jectiom w i l l  remain constant in 
years one through t k u : ~  (one tree yieldfng approximdtely 205 c i W ~  
units per year) . In yoar four, greater production yields (300 cit~w 
units per tree), bm~~yht  abozat by improved technology, w i l l  incrsase by 
321 percent m u a l l y  through year oa.m,. On the basis of thfs analysis, 
the Chapare citrus producer w i l l  have an Xnterml Rata of bturr~ (IRR) 
1 x 1  investmmt of 32 percent. A sensitrvity analysis which reduo~s total 
citrus revenues by 10 percent and 25 percent over a seven-year period 
de~aeases the IRH to 28 percent and 24 percent respectively (Annex c , 
Bchibit 2 ) .  Avarage annual net profit In year five for 2.2 has. is 
p~:.ojected to be $2,692, 

b. Particle Doard ~ ~ u f a c t u r i n g  and Processing 

The core of this subproject w i l l  be the manufacture 
arrd sale of particle board rsheets for use i n  ham building and furniture 
nu~rMn4 industries. The raw material w i l l  be drawn frcm the se- growth 
h:)resb (chum) - of the Chapare, which 18 currently cut and burned b y f b  
tar3 in the process of clearing Land  for planting. ?he manufacturing and 
m~vlceting activities w i l l  be carried out by Industrial hderem de Prensa- 
jr! y Mines S.A. (IMPA) , a Bolivian Capany with installations i n  C k h b a d a .  

IMPA was t o m  in 1978 by t b  owners o : ~  the San Sflves- 
tire saw m i l l  located in the Department of Oruro. These crwnexs havle a wlde 
e:xperience in the waod and lmbering business. 

With the foxmation of IMPA in 1978, t h a  owners secured 
a, loan through the Banco de QceSdito de Oruro. to amstmct a physical plant 
and purchase the processing Mchinery. However, a series of subseq\lent 
gtroUems, including the Banco de -to de Qlmro entering into benkruptcy 
and being intenrened by the Central Bark of aolivia, resulted in an inter- 
 upti ti on of plant construction (it is 80 percent carplete) and installation 
elf the machinery. In CkAahr of 1982, INPA began negotiations w i t h  the 
f imco cle Oruro on restructuring 'its outstandin$ debt. I n  April of 1983, -, 
1:h Ewllt of Oruro agreed to exterd the repaymt period of the ffim's 
e~utstandlng debt to-eight years once IKPh-h& s e a  a ban with funds 
g-ded by this project. 

The marketing feasibil i ty study for this subproject 
xevealed national yearly demand of 102,000 m3 of unrefined vmod products. 
Ebreover, the almost unlimited amunt of raw material !d that is CU.'TM~- 
11y being burned during land clearing) holds the prormCse of future addi- 
ldcnal expansion to  gain a water share of the untrret market dezrand. 

(i) Processing Plan 

IMPA1s particle board processing capacity has been 
&&wed to  produce 10,500 1r3 of the finished product per: mm. Given 



that  the physical plant is canplew and that the mackiinery is on-site and 
needla only t o  be Installed, f u l l  pnrluction is e.xpectacI by the end c;f tha 
f i r s t  year and malntaine8 thareaftw. It wt b noted that,with an aU- 
ditional inveetment of US$ 500,000 for mchinery, IMPA w i l l  be able to 
double its capacity, thereby being able to sewice 20 percent of the 
national demand. IMPA all finance f3w cost of tranqnrting the raw 
raSesU fran mllection centers i n  the C'bpars to tha p m s s i n g  facil i-  
ty in CBdxbmh. As FT1 the cam of D i l l m a n r ~ ,  arrangmtB for transporta- 
t ion w i l L  be made w i t h  bmkeexs'tmions currently operating in the Chapare. 
The estimatcd cost of nauling the wood is $175 per truck Toad with a 1 0  
netric ton capacity. 77x3 transportation of the wood will. take place 
during the Chapare's clry season (June-September) and w i l l  be stockpiled 
a t  IMPA's Cb&bmba faci l i t ies ,  A six-mth reaem of raw material 
w i l l  be kept on htnd a t  a l l  times to assure amtinudl production a t  
lllaxhm capacity* 

Tim feasibility study carried out for this * 
project reveals an q l e  potential market at the national level. %be 
f inal  products all be direclted at the ..busing cmstmaction and hu:nj,tuxe 
making industries. Key articles that  will manufactured include interior 
doom, and door jambs, interior walls, sub=floors, closets, as we11 ddir 
desks, tables .and chaim. It is estimated that the typical middle class 
Bolivian residence inclurles 17.6 m3 of wod and mod paoducts, which repre- 
sents 42 parcent of IMPA's daily prcduction capacity. fn globdl lmm, 
two single fimily dwllings wwld take up t b  plant's entire d&ly produc- 
trion. Based on construction projecKans of the Bolivlan Housing Bank, it 
is estimated that ,natiOfzwids, ahmst 6,000 nm single family. units will  
be built m u a l l y  over the next ten years. !Ibis represents a potential 
yearly demnd for w c l e  board products of 101,904 m3) which muld con- 
surrre the plant's production for appZOXiRYhtely 10 years. 

(iii) Financial 2Qr;ilvsis 

The total incremnta.1 investment required by P P A  
to r r e t  the imnediate Wand for particle board products i n  Bolivia is 
$1.5 million, of which approximtely 75 peroent a,. be financed vdth 
A.I.D. loan funds &amelled thruugh the CB, and 25 percent fran a local 
ICI. The puspose of this loan is to: (1) finance the purchase of fixed 
assets ($ 1.1 million), including wood processing machinery, office furni- 
ture, the cost of caplet ing anstruetion of the physical plant, installa- 
tion of existing equipnent ,and (2) provide mrking capital ($ 400,000) 
for the purchase of production raw mterials such as wed, glues and 
particle board mtives. IMPR1s contribution to the project is esti- 
mated to  be $4.68 million, consisting of investsrrents made previously for 
land, wood processing machinery and construction materials for the canple- 
tim of the proassing plant in cochb&a. 
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As with the f ru i t  juioa subproject, producers 
orgariizations w i l l  be established to negotiate a n t r a c t s  with iMPA on 
behalf of tho gmmrs and t o  assure lMPA of timEsly delivery of the raw 
material. Again, FDlAQE w i l l  provide the needed technical assistance 
to the farmers i n  tern of institutional organization. In addition, IBTA 
w i l l  furnish technical assistance on pmper forest managerent t o  avoid a 
negative impact on tha en-nnwt. 

Since wood in tho Chapare region is custcanarily 
burned, there is no ~p~i-unity cost associated. with the harvest: ing process 
contemplated under this slub-project. However, there is an a n n u l  labor 
oost related t o  cutting, '~a the rhg  and loading the wood for ~ r c i a l  
distribution. The labor r q u h m m t  is estimated to  be four-mrk days 
per year for one hectare of chum, or  a to ta l  labor cost of $8.00 plus 
a related a&ninistrative cost of $2 per year. Assuming average revenlaes 
f m  the sale of one heckam of chum of $75, the annual net profit  to 
the fmmr w i l l  be $65. 

It shwld also be noted that a small farmx mrmally 
incurs an inmstmnt cast of approximately $60 for prepzing his land once 
the secondary wmd has been cleared. This sub-pro jeck activity by pnwiding 
~~t f x  waste material harvested, w i l l  serve to red= the investrrrent 
costs nopndlly associated with whatever crop that will m h e q w m t l y  be 
plated cm that hectue. For instance, i f  bBnanas wm to  be planted, the 
differences in internal rates of return to the snrall f m r  would be 28.9 - 
p e m t  without the mod sub-project versus 33 percent with it Uhmx C, 
Exhibi t  4 ) .  

c. Hcg F a t m q  

This subproject chis with the production, fattening. 
slaughtering, processing and marketing of a variety of swine products, such 
as fresh canned pork m a t ,  - r l m I  lard md sausages. It w i l l  consist 
of providing Qlapare farm=rs with mdules af iG piglets to fatten and sell 
for processing. Technical assistznce,annual food supplemnks and medicines 
w i l l  be furnished with the piglets. The n m b r  of modules w i l l  be increased 
from 100 in the f i r s t  year of o,pxation to  600 per year when the sutrpmject 
is at  f u l l  capacity, which will  be reactled in year two. Simultaneously t o  
the hog fattening carried out by small fanrrers, Agrapecuarias Copacabsna 
(A. C. ) , a Bolivian firm located in the Chapiu.. , w i l l  raise 8,000 pigs 
yearly 

A.C. was forrtled in 1973 and is the mst important can- 
mercial livestock -ration in the Chapare. The capany has been involved 
in pig raising for over 10 years and has developed a cross breed animal 
(the genetic stock i s  DULw, Hanrshire and Yarkshire) which is vie11 adapt- 
ed to the ecalogical conditions of the region. It is one of the major 
hog p r o d w x  in the Co&bmb W e y ,  and the qudi ty  of its produce 
is considered to be excellent by all pork meat processors in Bolivia. 
According to  international experts in s w i m ,  A.C. is judged to be one 
of tb 'hst manag& hog breeding and raising fac i l i t i e s  in tropical Latin 
m i c a .  



Agrapocunria Capacabana's role in this effort  w i l l  he 
t o  pmvide the piglets to the farmers for fattening. Dillmann S.A. w i l l  
process the hogs and market the pork byproducts . 

The feaeibility of this subproject is based on the 
results of detailed marketing an8 production feasibil i ty studies. The 
fonrrer, amductfsd by Coopers and Lybrand, demnstrated a sizeahla unsatis- 
fied d a m t i c  derrand for pork byproduct line. The la t te r ,  carried out 
by Asesoramiento Empresarial S. A. , (AESA) , a Bolivian consult-ing firm, 
revealed that roost Clhapare f a m r s  are currently raising hogs (of inferior 
quality w i t h  poor technology) and t ha t  production in the Chapare can be 
increased manyfold without radically disturbing the existing farming 
systenls. , 

(i) Production Plan 

I n  year one, A.C. w i l l  provide LO piglets to the 
30 pxticipating faxmas in region 7 for fattening. It is anticipated 
them w i l l  be two fattening cycles in that year and that each cycle w i l l  
last be- Eise and six mths. terms of participation are tha t  
the fammrs daunstrae interest in the program, either have o r  are willing 
to oonstmct, with lcrcdl materials, a covered corral and have minimally -1 
hectare of bananas and .1 hectare of kudzu to use as animal feed. In ad- 
dition, the participating farmer must purchase the ten piglets at a unit . 
price of $30 (i.e. $310/moaule) . T i t l e  111 credit -5.tnds w i l l  be available 
to assis t  the f m r s  with the purchase. 

The piglets, upan delivery to the faaners, wi35 
each weigh approximately 15 Mlcgreans. The fattening period w i l l  last 
frm five to six mnths, during which tlrrre the -age weight per animal 
is to rise a minirroan of 90 kilograms. During this period, A.C. 
will  provide the farmers w i t h  adequate rations of prepared food supple- 
mts and veterinarian services. A t  the end of the five-six mths, 
A. C. w i l l  purchase the fattened animals frum the f m s ,  d&clcting the 
costs of fcoil supplements and technical assistance. A.C. w i l l  be re- 
sponsible for &livery of the hogs to  Dillmann for slaughtering and pro- 
cessing. In the s e d  year of aperation, the ntar33er of modules w i l l  be 
increased t o  300 and the net profit w i l l  expand frcxn micro-region 7 to 
other areas. In addition, a livestock r a i s e d  association w i l l  be fo& 
by participating f m s  t o  organize the distribution of supplemental 
food and t o  arrange for production credit and t e w c a l  assistance. 

In addition to the 6,000 hogs &hat w i l l  be 
produced yearly by the carpesinos (600 mdules), A.C. will fatten 8,000 
mlmdls tha t  w i l l  also be pmcessed and marketed by Dilhann. A critical 
matter that: w i l l  be addressed early in sub-project imp lmta t i on  w i l l  be 
the &sign of a plan for the distribution of hogs. The key e l m n t s  of 
this plan w i l l  be the system of hog fattening in the Chapare and Dillmann's 
processing schedule. 



( i d . )  Marketing F e a s i b i l i t ~  

The marketing feas ibi l i ty  study indicated that 
t h r e  is a favorable d m s t i c  market for  the ccmrrx2ities to be prodwed 
by this sub-project. For exeanple, the projected yearly household consump- 
t ion fo r  fresh pork is  approximately 30,000 mtric tons. Similar projec- 
t ions  hiL& regard to various types of sausages indicate consumption of cver 
35,000 metric tons, while demand fo r  canned' pork products is about 22,000 
rmtric tons and demand for  cold cuts  is a.hmst 25,000 m t r i c  tons. I n  1980, 
the pork prduct lon in the oountry was 36,000 mtric tons, A simple 
canparison betwen production and projected demand figures reveals a vast 
potential market. This potential w u l d  be even greater m e  the ins t i tu-  
t ional  (e.9. hotels and restaurants) consuanption to  be taken into  account. * 

Similar to the c i t rus  f r u i t  project,  marketing 
of the pork products w i l l  be carried out through Dillmann's existing sales 
distr ibution systems. 

(iii) Financial Analysis 

The estimated incrementdl cost of t M s  subpro jec t  
is $1.9 million, and, as in the case of the fnx i t  processing and par t i c le  
board fn-ti-, hog production w i l l  be jointly financed with 75 per- 
cent drawn fran A.I.D. loan funds dismted through the BCB and 25 per- 
cent pruvlded by a local ICI. Approxlmtely $ 1.5 million will be used 
to expand the avine producing capacity of Agmpecuaria Copacabana frun 
1,800 pigle ts  p r  year to 14,000 pigle ts  per year, and to prwide Dillrrrann 
with $400,000 i n  additlonal working a p i t a l  necessary to increase its swine 
product distr ibution and marketing systems. 

About $ 1.36 million w i l l  be emplayed by A.C. fo r  
fixed asset i n v e s m t s  i n  hog pen and fencing material, transport trailers 
and trucks, and fo r  the purchase of mature hogs for  breeding. In addition, 
A.C. w i l l  require $140,000 in wrking capi ta l  to be allocated fo r  the 
errploymint of manual lahr, hog f 6 . e  supplies and other operational expenses. 
A.C. investmnt contribution t o  the project is equal to $2.1 million, which 
includes the proglision of land and physical plant in the Chapare, and pro- 
r ides the base for mdert&hg project activitiles. 

The discounted net  cash flcws projected over the 
7 year Life of project are all positive, with tik exceptioa of the f i r s t  
yemr, M c h  shows a de f i c i t  of $231,000, as X ' s  cash inflms in year one 
are not suff ic ient  to aver the mst of hog pmfuction as w e l l  as the 
fixmt s a&histrative and f inancial  expenses (see Annex C , EM'dbit 5 ) . - 
* W l e  sarre pork products enter the country though the i l l egd l  

market, the quantity is not suff ic ient  to a f f ec t  significantly 
demand-supply ra t lo .  

black 
the 



kwever, with a projected 65 peroent increase in sales in years two through 
year seven, A.C. w i l l  be able t o  chmnstrate sustained grwwth wfiile gener- 
at ing hc.xceased profi ts .  Therefore, given an i n i t i a l  project investment 
of $ 1.9 million, A.C. 's swine production operation will. yield an Internal 
Rate of k t u r n  of 19 percent throughout the l i f e  of the project. 

Another mawe of AwCw's financial health is 
found in the flrm's capi ta l  structure. In the f i r s t  year of act iv i ty  A. C. 
w i l l  have a strong debt to equity r a t i o  of .68:1 that  s teadily improves 
through year seven, a t  which point A.C. w i l l  have amrtized all of its 
outstanding debt. In  addition, although A.C. 's l iquidity k t i o  of current 
assets to current l i a b i l i t i e s  w i l l  be belaw normdl i n  year one, this condi- 
t ion is mrrected i n  year two with a r a t i o  of 1.36:1, and is  Fncreased to  
a highly l iquid cash position of 17.99:l by the end of year seven. 

The employlrwt generating capabil i t ies  of the hog 
production subpro jec t  - excellent. It i s  estimated that  A.C. wi l l  need 
to f i l l  17 positions (14 blue ool lar  workers and 3 ski l led  technicians). 
In addition, 300 fanners, under a contractual arrangemmk with A.C., 
w i l l  be actively involved i n  the ra is ing of piglets.  Finally, Dillmann 
w i l l  need to a u g m t  its staff by 22 people to eff ic ient ly  prooess A.C. 's 
increased swine pruductim. Accordingly, on the basis of a total invest- 
m t  of $3.26 million ($1.9 million A.1.D. and ICI support, and $1.36 
million A. C. counterpart intllestxrent) , the project w i l l  have a capital to 
labor f ~ ~ ~ ~ t m e n t  of $9,616. . 

(iv) Social Soundness - Impact on F-s 
This subproject ,  as designed, is capatible with 

exist ing farming s y s m  and the hausehold division of labor in the Qlapare. 
As mentioned previously, most fapners cwrent3.y crwn swine, hence the intro- 
duction of ths pig mdules w i l l  not represent a radical change to known 
procedures, a factor  that w i l l  contribute to  rapid adoption of the mdules 
by famxs. bbreover, anifial raising is typically a chore a t t e n W  to by 
men and older children. KO sicjnificant change i n  th is  pattern is envi- 
sioned. under this intervention. The only mdif ica t ion w i l l  be an increase 
of perhaps one-half hour in the m r k  day to  care fo r  the hogs properly. 

During the f i r s t  year of the &project, 
w i l l  assist w i t h  the developrent of a swine prcduce.rs'association amng 
the participating farrrrers. As this sub-projm w i l l  be in i t i a ted  i n  
Chimfi, t h ~ s  association could be the smne as that  established for  cattle 
and water buffalo interventions (Annex E . The I?urpose of this associa- 
t ion w i l l  be to assist the farmers in contract negotiations with A.C. and 
serve as a conduit for  neeckd production credi t ,  T.A. and distr ibution of 
the required supplemental feed dosages. 



Five years after the init iation of act ivi t ies ,  it 
is estimated that Chapare farmers w i l l  be fattening 6,000 hogs annually. 
Assuming ~ K O  fattening cycles per year with repeat participation by these 
farmers, approximately 300 families w i l l  be benefitted. 

The initial Fnvestnu3nt requFred by the faxmr t o  
participate in  this intaxention w i l l  be the equivalent of $2,076. The 
investment is based upon: (1) fixed costs of $250 (construction of a hog 
pen and accapnying water supply system and septic tank), (2)  the cost 
of feed supplements, calculated a t  $839, and the price of 20 piglets, 
estimated a t  $578, and (3) aperating expenses cemprised of labor costs 
($80), the value of farm produced f e d  - bananas, kudzu and cassava 
($86), and the value of technical assistance and veterinary services 
($43).  Assuming a current price of $1.30 per kilogram (live weight) 
and a final weight of 95 kilogram per animal, each partlcipatlng fann- 
er w i t h  20 pigs w i l l  have gross annual earnings of $2,470. 

- - - - - .  
As seen in hnkx --c, ~F!-it 6, over a iod df 7 years 

a small f- producing hogs w i l l  realize an nternal Rate o£%turn 
of app~ximateiy 79 p-t-baseti &I- &--initial- inve-t of $2,076 
neassary to  cover the infrastructural oosts of hog production, the 
purchase of piglets and feed, and the project ' s start-up a p e r a t i d  
apmes. By applying a sensitivity analysis to the sub-project's net 
cash flows projected over s e w  years (calculated by reducing ne t  
revenues by 10 percent and 25 peroerit), it is apparent that bath new 
m's of 69 percent and 52 p r c e n t  reflect substantial earnings for the 
small fanrrer. In  terms of net inc~ne~ the f-'9 annual net profi t  
is estimated to be $923,, 

d) Kudzu and Banana Dehydration Aqmindustry Proiect 

This subproject w i l l  process and market kudzu and bana- 
nas to praduce kudzu hay, pellets, and flour, and banana chips and flour 
to be used as anircral f d .  The act ivi t ies  of land clearing and prepara- 
tion, and hx&u planting, hamesting and processing, w i l l  be supervised 
by the &yip0 Chapare (E.C.) , which is  legally established as a nm- 
profit  developmt group. 

EQuip0 Chapare is one of the few organizations in the 
region that have been baking a t  the farm 3.evle.l with active programs i n  
-p production and proCessing. E.C. has been in the Qlapare since 1977, 
and amng the services it provides t o  f m r s  are: (1) mchanized land 
clearing, (2) mechanized planting and harvesting of kudzu and marigold flowers 
and (3) the processing of kudzu and marigold flowers to produce a poultry 
feed st~pplamt. 

Fran its inception, E.C. has been ree iv ing  financial 
support fran the United Methcdist Carmittee on k l i e f .  Xn addition, it 
has-received funds fran Bread for  the World, T k  National Associati& 



for  Econonic Developnent, and t h ~  Camittee far Irrigation and Agricultural 
l3p-t * 

(i) Kudzu Production Plan 

To increase the existing hectareage planted in kudzu, 
-go Chapare w i l l  expand its assistance to farmers in rr(8chanical land 
clearing, sowing, harvesting and transportation. In the f i r s t  year of 
actiivity, Ekpipo Chapre w i l l  concentrate on harvesting the 120 hectares 
of kudzu that are w z e n t l y  under production. The mrount of kudzu planted 
w i l l  be increased steadily until 268 hectares are cultivated in  the sub- 
project 's seventh year. It is anticipated that  268 farmers w i l l  be in- 
volved when the activity reaches full pxoduction. 

(ii) Proassing Plan 

Ihe dehydrating plant to be installed in Nwva 
Canaan-r6 by Wpo Qlapare w i l l  absorb 1,760 metric tons of green 
h .  i n  the first year of aperation and expand gradually to  dLrrrost 
12,000 metric tons by; year seven. The plant dlyo all process up to 
5,345 metric tons of bananas by the seventh year of operation. Fkm the 
seventh year m, absortion volums of both fxesh kudzu and bananas 
constant with plant operation at full capacity. (Dehydrated kudzu and 
bananas are equivalent to one fourth of the volunne of the raw material). 

DurFng the f i r s t  three y a r s  of the project, a 
Bolivian-made batch dehydrator, using solar energy and f h m o d  w i l l  be 
employed. k g l n d n g  in ye- four, a U.S. made dnnn dehydrator, a ~ # l l e t i z i n g  
machine, and a m i l l  will be incor~prated to the plant. This equipnent w i l l  
cost $ 550,000. Project lmpLementaUon w i l l  also requFre $ 120,000 for  the 
purchase of an electrical generator, $ 80,000 to pay for f ina l  design and 
start up e~peflAitures , and $ 50,000 to amstruct personnel housing and 
storage fac i l i t i es .  

(iii) Elarketing Plan 

The marketing feasibi l i ty  study, conducted by the 
Centro de Asesoramiento Drpresarid. (m), remaled a current &mnd m r i g  
dairy and poultry fannxs in the C d - d m b  vdlley for  2,250 mtric tons 
of processed kudzu and bananas for  cattle forage, and 330 rrretric tons for  
@try feed. areover, projections fcr the next fitye years indicate a 
gradual increase in demand t o  2,700 nrkric tons for  forage and 1,170 mtric 
tons fo r  paultry feed. While this demand is partially being mt with al- 
Lalfa, it is e p x & ~ 3  tha t  dehydrated kudzu and banana chips w i l l  ocanpete 
favorably for this market because they can be sold a t  approximately one- 
half the price. 

The marketing of the finished product w i l l  be 
carried out by the Milk Producers Association of (3dmbmh (APL) . This 



msociation, which specializes in the mrketing of daky faxrning inputs, has 
a distribution syptem w i t h  six outlets located t imugbut  the Cochabamba 
valley, In e t i o n ,  they have adequate wardmuse fac i l i t ies  in the ci ty 
of Cochrlbmba. 

Owing to  the exctrerrre humidity of the region, the 
finished product cannot be stored in the Chapare. Accordingly, once the 
feed is processed, it w i l l  ke transported by Equip Chapare to APL's 
warehouses i n  Coduhmh fmn where it w i l l  be sold through the existing 
distribution netwrk, 

The Cochabamha Association of Poultry Producers 
w i l l  purchase kudzu flour produced by E,c to  be used as a coloring agent 
in poultry rations; and this Association and the balance of feed KOdUCfXZ. 
in C c d x h n b  w i l l  also purchase banana flour to be used as poultry feed. 
Volumes are estimated to increase frcsn 830 mtrk tans of -project 
to &270 nrjtric tans in- five. It shaild be noted that kudzu flour w i l l  
substitute for currently imported high priced coloring agents which are 
q l o y e d  in poultry rations. 

In relation to possible sales of dehydrated kudzu 
abroad, it is expect& t ha t  sane 800 mtric tans p r  year can be sold i n  
Venezuela and Franoe. 

(iv) Financial  Analysis 

! L b  production of kudzu i n  the Chapare foz canrrercial 
purposes w i l l  require 4uip Chapare (E. C. ) to secure an incremntal loan 
Fnvestnrent of $ 960,000. The loan will be financed with approximately 75 
percent of A D  loan funds channelled through the BCB and 25 percent fran 
internally generated resources. E.C. w i l l  u t i l i z e  this incremental invest- 
nwt for the purchase of agricultural machinery and related kudzu drying 
e q u i v t  and an electrical  generator, as we11 as for mrking capital 
purposes. As a counterpart contribution to t k  total project cost, E.C. 
w i l l  invest $ 240,000 of its own £unds to be applied toward project start- 
up costs and constructicn of housing and storaqe faci l i t ies .  It w i l l  also 
invest an additional $ 110,000 for agricultural machinery for kudzu prcduc- 
tion puposes. 

The kudzu project has an estirrate6 I n t e n d  Bate 
of Peturn (IRR) of 24 percent. Even with a negative cash f l w  of $ 14,000 
in year one, an increase in sales of 31 percent in year three, together 
with a reduction in pro&cticm ad financial costs, yields a net cash f b ~  
of $ 180,000 and $ 541,400 in years three and four respectively. Likewise, 
E.C. 's debtlequity rat io  is high in  years one and two. Haever, retire- 
mt of its short term debt and strong earnings serve t~ correct the rat io  
to an acceptable 2.68:l by year three, after which L C .  can expect to  
continue t o  strengthen its capital position and steadily amxtize its long- 
tern debt according to  schedule (see Annex C , -it 7 ) . Sound 



financirfl management w i l l  be necessary for E.C. to  avoid a restricted 
cash liquidity position in years one to three (Annex C , Exhibit 7 ) . 
E. C. ' s liquidity ra t io  (current assets/clunent l iabi l i t ies)  is projected 
to increase to 3.12/1 i n  year four and c o n t i n u  to build over the remaining 
years of the project. 

As illustrated in E>cNbit 7 , the projected net 
irkme to revenues ra t io  rises fran -18: 1 in year ane to .41:1 in year sewn.' 

(v) Social Soundness - Financial Impact & Fzumrs 

As with the other agroindustry rarketing sub- 
projects, an arganization (a Kudzu Growers' Association) w i l l  be established 
m n g  participating fazws. Consistant with social real i t ies  of the Qla- 
pare, t h i s  association w i l l  have as an imnediate tangible objective the 
production and sale of kudzu and bananas to Elquip0 Chapare. The structure 
and responsibilities of the assochtlon's n m b r s  w i l l  be detePnFned by 
the participants with assis- in organizational develapnent fran EFNCRE. 
'Ihs Fbderation will  also s e r v ~  as the cham1 for production credit to be 
used for  land clearing, purchase of kudzu plant material, sming and hawest- 
ing 

It is expcted that, in mst cases, participating 
fanrrers w i l l  provide both kudzu and bananas to EkpLpo Chapare for  proms- 
sing. n.le projected initial investment for  t h  kudzu preducer is $ 1,580, 
a figure that assums the fantler starts operations with 1 hectare of 
cleared land wNch has an estimated value of $ 1,000. Besides ti-B invest- 
mt i n  land, the participant nrust purchase agrochemicals, plant mterial, 
hand tools, and fer t i l izers ,  as vie11 as cover s portion of start-up and 
administrative costs, totalling $ 580. 

Annex C', EWibit 8 , provides cash flaws of a 
farmer participating in the dehydration sub-project with one hectare 
planted w i t h  a cabination of kudzu and bananas. The internal rate of 
return for  this fa rmr  equals 29 percent. Considering net revenue reduc- 
tions of 10 and 25 percent, t k  IRR for  the farmefi. 6mps to 27 and 22 
percent, re qectively . These figures indicate that this sub-pro ject w i l l  
be financially attractive to fanners in the Chapare. Annual net inccpne 
to  a snall famer prcducling one hectare of kudzu and bananas is estimated 
to be $ 992 &ginning in the second year. 

5. Financing for Large Scale Aorohdustrial Sub-projects 

A s  noted previously, financing for  the large scqle agro- 
industrial subprojects w i l l  canre froan a carbination of M D  loan (75 per 
oent) and local ICI resources. Using the procedures established under 
AID'S ongoing A&A loan, AID funds w i l l  be disbursed to the @ntral Bank 
wfrich w i l l  discomt an equivalent munt in psos tn the participating 
ICI. The ICI w i l l  provide tfie remainhg 25 percent of the sub-loan fran 
its i n t e m a 1 1 7 . r  generated resources. Reflows froPn the portion of the 



l o w  f inrrnced by the project wi l l  be placed in the A. I .D. agribwiness 
and Artlsanry acmunt in the Cantral Bank for future lending. The Central 
Bank w i l l  assume responsibility for mpapmt of the A.I.D. loan and ass1.m 
the foreign exchange risk. 

The interest rates to be charged to the hivestor wi l l  
be b e d  on an indexing system cum?nty being developed bj the GOB w i t h  
assistance fran the Inb-tiondl Monetazy Fund ( 1 .  Under th is  system, 
the unpaid principal &e on the agx:oindustrial loans funded under the 
pmject  w i l l  be ad jusw m t h l y  besed on projected annudl increases in 
the La Paz consumer price indax. It is expecttidl that the introduction of 
hiexing into the Bolivian Bank System, anticipated by July 1983, w i l l  
result in real, positive rates of Interest. 

The loan eapplMtaL process for the larcje scale indicatives 
w i l l  r e p i r e  that the proposals fran the investors be mhf t t fd i  to the ICI 
and BCB central off ice in La Paz for  ZiWiew and 8~~ '1ua t fon ,  and then passed 
on to USUD/BoUvia for f ina l  review and apprwal. 

6. ~~~l Scale Processing and Production 

As a wrplemnt to the Large scale agroindustrial activi- 
ties, the project will include $750,000 of projeck loan funds, oc~oplenrented 
by $250,000 frPm CXXEEO and/or local ICIs for tm devlelopnent of least 10 
smaller scale pmcesslng and production activities. These sub-projects will 
be located, for  the nr>st part, in the Qlaoare and wlllv- local entre 

SDBT and COI(DE100 will take the lead i n  i d e n w g  and 
preatPting these Mtiativles. To this end, the p jec t  w i l l  furnish SDBT 
USS150,OOO t o  contract t.eJlnical. to carry out t lw necessary feasibll- 
i ty  studies for  these sub-projects. !he stu3ies will evaluate the sub-projects 
in terms of xral:keting feasibi l i ty ,  adequate supplies of raw material ( m l w  ,: 
and quality! , reasmable ecananic return t~ producrtrs, enploymnt generation 
in the w a r e ,  and adequate ma~genwt: capacity, where and to the eJctent 
m a l l  farmer participation i s feasible. Marketing technical assistance for  
these sub-projects w i l l  a lso  be fumlshed by SDBT through the marketing uni t  
that w i l l  be created w i t h  project ,funds. Other requFred T.A. w i l l  be built 
into the cost of each subproject  and ccmplemnted by IBTA when and where 
feasible. LFke the large sale activities, these Chapare specific initia- 
tives are camistent  with the overall demnd-pll strategy of the project. 
In lte~panding to an established market demand, it is eqected that these 
sub-projects will stimulate increased prcducticm of Chapare cmdities,  
which, in turn, w i l l  generate anc:fflary derrand pulls  for those factors (e .g . 
production inputs, credit, ToA. ) required to acsMeve higher production 
-fS 



Finally, as described Fn Section 11, C. 1. the financing 
and apprwal prwwsses for the sxnall-medium scale sub-projects will be 
similar to those tlSBa in the USAID/80llvia Departmental. Developnmt 
Cmporations project (064) . AID funds will be disbursed to CORDECO, 
which will open a wial account for the subproject in a local ICI, fran 
which the loan will be destined to the bo-. The ICI portion of the 
subpmject funding will go directly &an the participating bank to the 
bormwer. In sane cases CORDKX) may take an equity position i n  the 
activity. Reflaws f r m  the AID financed portion of these loans will be 
placed in a revolving fund for future landing for similar activities. 
!The intarest rates on these loans will be determined according to the sane 
indexing principle described above for large scale agroindustry interven- 
ticars. 

'Ihe approval process for the mall-rredium scale intenen- 
tioM Will requlm that the proposals be evaluted jointly by CORD=, SDBT, 
ard the EI. They then will be passed on the USAID/Bolivia for firaal 
review and applovdl. 

Prof'iles of eight small-medium scale subprojects appear 
in Anna E. 



0
3
C
Q
o
h
1
0
 

C
Q
m
m
 

o
a
t
-
 

corn 
m

tD
 

N
N

 
* 
m
 



Tht~ clbillty of COB t l s v e l c p n t  agencies to provide B ~ T V ~ C B E I  
to s r n c r l l  E m s  in the Chapwe is inhibit& by iir number of related insti- 
tutional deficiencies. Perhaps the mst important of these daflciencies, 
Limited aoordination and d i s p a s i o n  of functions m n c j  hplemonting agenciaa , 
is manifested through overlapping functions, organizational r ival r ies ,  anJ 
poor coardination m n g  the entities associatell with Chapare developnent. 
A t  one lwel there is a surfeit of inst i tutAons involved In the region. To 
i l lus t ra te ,  the Ministry of Agriculture a d  C2mpesir-m Mfairs (MACA) i a  
rpesesented by .line offices for research and exte.nsion ( UBTk) , agricultural  
reform ( d m )  , Land tenure (INC) , and special service offices - Program far 
the Develgment of the Yungas d Chaparc (PRODES) 4 the National C m u n i t q  
Developnent Service (SNUC).  In addition, the Ministries of Health, mucation, 
Public Works, srd Interior ,  ard a nunber of a u t o m u  o r  semi-au tomus  
entities such as the Regional Developnent Corporation for C0chabaml.M (OOR- 
Dl3031 a& the Bolivian Agricultural Brink ('8AB), have a presence in the area. 
@oo&mtion amng these orgaxdzations is poor. For exaorrple, PRODES ard 
OORDMX> have had difficulty agx eing on a division of labr for program 
planning and project implaentation. IEUl, PRODES, CX)RD1503 ard the Uni- 
versi ty of San S M n  maintain separate project: partfol los dnd discrate 
cadres of extension agents -- a l l  working to promote their rn objectives. 
Finally, there has been vir tual ly  m contact between the%e institutions 
as a 5mup and the coca control authorities.  While a varied ins t i tu t ional  
b c !  per se is  not bed, the continued absence of workable IlrJcages (sarong 
i n s t i t u t i r m  prevents the effect ive d e l i v e q  of services to the zone's 
taxget group. 

A related constraint is a deficient  h m m  resource base 
within Bolivian dwelopnent agencies, a si tuat ion at tr ibutable to multiple 
causes. The universities aPd technical schools responsible for traininy 
skil led manper for agriculture and rural dwelopnent are seriously weak 
in  curricula, laboratory and Library resources. W i t h i n  the da te lopen t  
agencies themselves, in-semice and on-the- job training program are  
infrequent and poorly organized. S k f f  turnover, Bue to sub-standard 
salar ies  and workinq conditions, is a chronic ~roblem. Finally,  with 
specif ic  regard to &e projeck, - the Chapare is-viewed as 
area, and, accordingly, it is not at t ract ive  to q u a l i f i d  
place to l i ve  and work. 

A third ins t i tu t ional  constraint is extrm 
ment capability. Owing to the i r  recent ar r iva l  i n  the a 
resource base, and high personnel turnover, Chapare dwe 
zations suffer fran severe management deficiencies. COE 
diff icul ty  i n  planning interventions and i n  providing ad 
support to their personnel. PRODES is m r e  effect ive tl 
with which it must work, but its managerial capabilities 

a remote frontier  
technicians as a 

Ly Mted manage- 
rea, limited h a  
lopnent organi- 
agencies experience 

quite log is t i ca l  
m the line agencies 
must be improved 



along with those ~f tho hrqlmmting ay~nc i ee~  in the region. The s m  holds 
true for tho campesino organizations with which thsae agenciers will work, 

A fourth problem is a bins held by agricvltural  researchers 
md extansion agents for sawing l a r g a  feumars who have the ab i l i t y  to 
aborb hprovsd techmlogies mre readily. Reswch activitisrs tand ta 
facue on part icular  crops, a practice that  is gem4 mre, fa the mnocul twal  
farmtng strategy of larger growerg t h ~  to the fuming s y s m  approach 
amplcryd by mall Ramxs. Also, given the l in i ted  nw$er of extension 
agents i n  the Chapare, they can serve only a relat ively few clients. Invari- 
ably, agents are drawn to service larger grcrwers fox reasons of closer socia l  
ties and the larger grawerls receptivity to new twhnologieo. 

A f ina l  oonstraint is the chronic bu8get limitations which aB 
agencies experience, a si tuat ion that has been exacerbated recently due 
to Baliviat s pres=t e c o d c  crisis. 30 i l l u s t r a b ,  XBTA is W 1 . e  to 
properly deploy extension units i n  the Qlapare for  lack of operating fmds 
to purchase gasoline and keep the few vehicles it has i n  a resonable atate 
of repair. The lack of operating capital similarly constraFns the lnples- 
mantation capacity of other agencies. -- 

Strategies to Overcune Deficiencies 

To ~verocme the critical ins t i tu t ional  constraints, a nmber 
of alternative project a d d d e t r a t i o n  model8 were oonsidered. These incltxfled' 
the (1) MAS1 model which proposed project implanentation through the creation 
of vertically integrated, public sector corporations, (2) the 03RDEoO model 
which had as its centerpiece the Regional Carmittee fo r  Agricultural Planning 
and Coordination (03PIdLX)) which would have oorrducted the planning and 
financing of developnent activities in  the Chapare, and (3) the PRCBES cb 
ordhtionlimplerrnentation &el in which PRODES would have had responsibility 
for planning, ooordinating,supervising and, i n  sane cases, implementing the 
nuneraus ampnents of the project.  (Canplate desa ip t ions  of each of these 
alternatives are oontained i n  Section V-6 - Sc~m\ary of Attrninistrative 
Feasibility) . 

The PID for  this project suppr ted the PRODES Coordination/ 
Implementation mdel.  Hcrwwer, political events that have taken place since 
the PID was s W t t e d  i n  May, 1982 have weakened, PRODES to the &t that 
USAID/Bofivia and the G3B have judged PRODES ~ be inacapable of coordinating 
project bplementation. 

The organizational approach selected for  the project w i l l  
provide the necesse degree of coordinatisn i n  project planning, capability 
to deal with a range of sectors, linkage to the highest l w e l s  of national 
a u t b r i t y ,  participation 'of fanwd groups, a d  a tie, albeit sanewhat 
r@moved, w i t h  coca control ef for ts .  The following exhibit i l l u s t r a t e s  the 
ins t i tu t ions  involved with the project and their relationships to each 
other. The exhibit a l so  outlines the functions of each principal organi- 
zation. 





':he Presidency w i l l  provide ths highest level of executive 
supprt and prf;itl.incmx to Chapare developrlent and w c a  control. ac t iv i t i es .  
As noted previously, President S i les  has publicly stated his intention of 
ambating cocaine tmffickcing and reduczins the production of coca to legal 
quanti t ies  (e. g. the jsi n t  cumunique srcpxl with U. S. Attorney Gentsral 
William French Smitk.). Iiis continued s-rt is a c r i t i c a l  element to the 
suecess of be. the coca wnt ro l  e f fo r t  a d  the deve lopmt  program. 

(b) Inter-Ministerial Cmwission far  Developnant 

The project w i l l  be based administratively i n  the Ministry 
of Planning and Coordination (MPC) undu the direction of the sub-secretmy 
for Coorbination. The sub-secretary w i l l  be assisted in carrying out his 
responsibility by an 1ntermi.niskerial Cannission made up of sub-secretaries 
f ran those minis t r i e s  (Finance, In ter ior ,  Defense , Foreign Affairs, Agri- 
culture, Health, Education and Tr-ansporta+Aon) di rect ly  involved i n  the 
Chapare program. The presence of the sub-secretary fran the Ministry of 
In ter ior  w i l l  pmvide Linkage to the newly established Coca Control Can- 
mission, thereby assuring coordination between the control ard developnent 
program a t  the highest a ~ s t r a t i v e  levels. The Interministerial Can- 
mission w i l l  meet periodically (e. q. semi-annually) to prcnride policy 
guidance to the Secretariat for Developnent of the Bolivian Tropics (SDS3.T) , 
approve operating plans and project ac t iv i ty  bdge t s  ard review the progress 
of dwelapnent ac t iv i t i es .  

(c) SecreL.n-iat for  the Dwelopnent of the Bolivian Tropics 
(SDBl') 

The key role  i n  the administrative framework is assigned 
to SDBT. The Secretariat w i l l  report U e c t l y  to the Intezministerial CaPn- 
mission and w i l l  be responsible for  overseeing the inplanentation of project 
a k i v i t i e s  a~provec! by tke Ccrnrissian. It w i l l  preFare semi-arnual 0pratir.g 
plans an2 bdgets, i n  coordination with each of the executing agencies, fo r  
presentation t o  the Cmussion an2 USAID for  approval. Once the plans and 
bdge t s  are approved SDm w i l l  enter i n to  acjreements with the executing 
agencies to i m p l m t  s w c i f i c  subprojects and authorize disbursement of 
project loan arY3 counterpart fun&. Each executing agency w i l l  be acwunta- 
ble for  keeping current its mn sportion of the counterpart contribution under 
the pari  passu d i s b . j r s m t  system*. SDBT also w i l l  be charge6 with coordin- 
at ing a l l  project  f d e d  procurement, including developent of T.A., terms 
of reference, cemTlodity bidding doaments and contracts. These tasks w i l l  
be carried out in close cooperation with the executing agencies requiring 
suck procuremnts. Further, the Secretariat  w i l l  have overal l  responsibility 
for  coordinating project evaluation act iv i t ies .  Finally, while SDBT w i l l  p ramte  
small business developent i n  the Chapare, i n  conjunction with by 
contracting for  senrices to cany out feas ib i l i ty  studies re la t ive  to such 
--HI- 

* Details of the  par i  passu system appear i n  Section IV.D. Project Financing. 



enterprises and serving as a clearing hause for marketing infomution for 
Chapare investment oppr tun i t i es ,  i t  w i l l  not: ke involved i n  the r e v i w  and 
approval process for e i ther  smal,l-medium scale o r  large scale interventions. 

SDBT w i l l  be cumposed of a Directorate a d  two main a v i -  
sions -- technical coordination a d  administration. The technical division 
w i l l  oansist of a division chief assisted by speciafists  i n  agricultural  
prduction,  ag ro idus t r i a l  developem, regional planning, public works, 
f ield coordination, and eva lua t i~c .  The achinis t ra t ive  division, i n  addition 
to a division &Left w i l l  inclcde a controller with one assistant, a contract 
specia l is t  and a general services off iccr .  Both divisions w i l l  have the 
secretarial  an6 other support stcrff necessary to execute their assigned 
functions. The key personnel for SDET w i l l  be appointed by the Inter- 
ministerial Ccmnission, The appointment of the director,  the two division 
chiefs adi the remainder of the teakzica.1 s ta f f  w i l l  be subject to the 
approval of AID and the project amtains  a Condition Precedent to i n i t i a l  
disbursement to this effect .  

To help develop the hunan resource base of the Secretariat,  
technical assistance and training w i l l  be programned. Long term technical as- 
sistance w i l l  include a regional planner for  f ive  years and an agribusiness 
dwelopnent specia l is t  for four years. In  a t i o n ,  15 person mnths short- 
terr.1 TA w i l l  be provided i n  critical skill areas such as t ropical  agricultural,  
prcject  evaluation and socia l  science. Training w i l l  be limited to short-term 
murses, canplmented by seminars ard workshops on matters related to regional 
planning for  social and eoonanic developnent. 

The base sa lar ies  of all SDDT persennel w i l l  be financed 
by 03B counterpart fcmds. P ro j ec t  loaii funds will be used to supplement the 
salar ies  of key personnel to assure that high quality professionals are 
hired for  these positions. I n  addition, project funds w i l l  underwrite sane 
logis t ica l  support costs (e.g. procuranent of 3 four-wheel drive vehicles, 
off ice rental,  etc.) ard training for SDBT s ta f f .  Details of projcct a d  
RIB financins for S33T appear i n  Sechtion IV. D - Project Financing. 

(dl Chapare Dis t r i c t  Consultative Council (CODICH) 

The Council w i l l  be ccrrrposed of the chiefs of the Cochabam- 
ba Depcrtmental branches of the project 's  principal implementing agencies, 
as well as of representatives of the major ~ r i v a t e  sector en t i t i e s  and farmer 
organizations involved i n  the pr0jec.t. Specific implmntat ion problems 
encounter& i n  the project  w i l l  be suhnitted to this group by SDBT for  re- 
solution. The preparation of proposed operating plans and b d g e t s  by SDBT 
w i l l  be c o o r h t e d  through CDDICH to f a c i l i t a t e  the participation of CS3DICH 
members i n  the process. Once prepared, and approved by CODICH, plans and 
budgets w i l l  be s u h i t t e d  by SDBT to the Interministerial Ccxnnission for 
approval. ~ I C H  w i l l  meet q u x t e r l y  o r  nnre frequently i f  required. It 
w i l l  be SDBT's responsibility to prepare issues and specif ic  problems for  
presentation to the council. 



(el Executing Acencies - 
Tha principal subproject-, executing entities w i l l  be IBTA 

ard FENACRE, i n  conjunction with the private sector. 

( 1) tioJivian T,?s t i t u t e  for  Agriculture Develop~nt  ( IBTA) - 
W A  w i l l  hplanent  ac t iv i t i es  related to agrofclrestry 

research an? extension. Their programs w i l l  be carried out i n  accordance 
with the basic project strategy, namely, enhancement of er is t ing fattning 
systems i n  accordance with the ecological potential of each of the Chapare's 
micro-regions i n  support of the market danand-pull for the area's d i t i e s .  
The center of IBTA1s Chapare ac t iv i t i es  w i l l  be the Chipir ir i  and La Jota 
research stat ions which w i l l  be linked to off-station representative-dmn- 
s t ra t ion  farms and &her outreach act iv i t ies .  The objective v i l l  be to 
conduct exprimen&, a d  subsequently develop appropriate technological 
packages urder the s m  conditions e x p r i e n d  by Chapare f a m s .  

To implement this applied research and extension 
proyram,considexeble nrodification i n  the nunSer, mix anl s M U  lweh of 
~ ~ T ~ / C h a p a r e  personnel is required. A t  the outset of the project, an experi- 
enced senior agricultural  technician w i l l  be recruited to serve as director 
of the program undertaking the overal l  managanent of research and extension 
act iv i t ies .  lbo division chiefs - one for  research and one for  extension 
w i l l  be kired to manage ac t iv i t i e s  i n  each of these areas. These two po- 
s i t ions  w i l l  be f i l l e d  by individuals w i t h  M. S. degrees i n  relevant f i e lds  
of agriculture and experienced i n  implanentbg agricultural  programs. Adinin- 
i s t r a t i on  of project f m  for  a l l  production activities, with the exception 
of credit, w i l l  be the r e s p n s i b i l i t y  of IB!CA/Chapare. The Ins t i tu te ' s  
manag~wnt s w f  w i l l  also i n c l d e  an acoountant with experience i n  pro- 
curanent and one bookkeeper. 

Within the research ccmponent, 9 technicians, with a 
minimum B.S. l w e l  training, and 9 r e m t  university graduates, who lack 
only the i r  undergraduate theses to crxnplete t he i r  degrees (ABD I s )  , w i l l  be 
hired to carry out the applied research p r v m  a d  manage the plant  material 
nurseries. Amng the spec ia l i t i e s  to  be included in this technical ca&e 
w i l l  be tropical  cropping systems, soil /plant  nutr i t ion,  pest management, 
en tamlog/p lan t  pathology, t ropical  forestry, animal husbandry, farm Inanage- 
rnent, and production e c o d c s .  The research p r io r i t i e s  undertaken by this 
unit w i l l  be established to mincide with the carmodities required by the 
agro-irdustq in i t i a t ives  supported by the Project . 

The extension s ta f f  w i l l  be expand& to include 2 B. S. 
level  professionals (a ru ra l  sociologist/ccunnunications expert and a f m  
planner) am? I5 B. S . level  extension agents. In  aWition , IBTA w i l l  contract 
45 paraprofessionals on a part time basis. Details of the IEITA/CLlapare 
staff appear in Table 7. 

To a s s i s t  with the ins t i tu t ional  developnent of IBTA/ 
Chapare, and to enable it. to carry out i.ts assigned tasks, the project w i l l  finance 



&sth technic~#l asshrnce  (!rA) Z r r w g .  rang tam t;echnical e~ssSstancf3 
will totnL 29 person years of apertbe ccrverhg such fioZds as tropical 
crap ecology, cropping systlems and agroforestry , soils  m g m t ,  exton- 
sirm, pest manage3ment forestry, farm plzmnhg an8 soils , h g  
tam TA w i l l  be canplemntod by 30 wson m+h of short tnrm technical 
assis- in speciality areas Wce ~ q u d t u r e ,  avisulture, anlmeil 
husbandry, pasture mmqement, and animal nutrition. 

Assistanc0 
Ed. IeEl Ed. fievel 

Position T i t l e  

M.S. 
M.S. 
M.S. 
B.S. 

Ems* 
B.S. 
B.S. 
B.S. 

Am 
stsdent 
St lx ie I l t  
AED 
student 
ABD 
Stwent 
m 
ABp 
student 
ABD 
Stwdent 

Animal ~usbandryFori?ge 

B.S. 
B.S. 

B.S. 

Rural b d c i o l c g i s t / ~ a t i a n s  
=Pf= 1 

B'arm Planning Specialist 1 
-ion Agents 15 
Peraprofessicolals 45 
Raaro Cperator 1 ABD 



The project w i l l  provide for training of 1EWChapat.e 
personnel u t i l iz ing several approaches. Over the l i f e  of the project four 
Long-term participants w i l l  be sent to the Ccntcr for  Tropical Agriculture 
Rcscilrch, Investigation and Education (CATE) for M. S. level training - two 
in crop production, and one each i n  anhml producti.on and forestry, a l l  with 
agricultural and forestry coursework includtd i n  their  curricula. Six addi- 
tiorla1 participants w i l l  be sent abroad for  bl. S. lxaining in tropical agricul- 
ture, pest management and f m  nunagement. Starting early in the project,  two 
separate groups (16-20 each) of IBTA/Chclpae personnel w i l l  attend *week 
CAT= short-courses on agricultural and forestry funded by th? project. This 
unif o m  orientation to agricultural and forestry systems, methodologies and 
i n f o m t i o n  sources w i l l  provide the basis for  forging a shared and c m n  
framc+cck for the continued work of the IBTA/Chapare technical team. 

In-service training w i l l  be a regular feature of the 
project. Technical assistance advisors w i l l  have training responsibil i t ies  
bu i l t  into thei r  work plans. The senior Bolivian special is ts  w i l l  similarly 
progran; iO percent of thei r  time for  s ta f f  training act iv i t ies .  

As  noted i n  Table 7, - 9 student trainincr ms i t ions  
(becazios) are included i n  the staffing p&tern. These -siti& k l  be 
f i l l ed  by university students pursuing undergraduate degrees in agriculture. 
Becarios w i l l  receive a stipend (maintenance allwance) instead of a salary 
and w i l l  be assigned to work under the  supervicion of senior specia l is ts  on 
a mutually agreed upon research topic. It is anticipated that, based on 
previous incountry experiences, the work of another 15-30 becarios can be -- 
directed by long-&c~ll technicdl assistance advisors. In addition to bolster- 
ing the manpower of the program a t  very low costs,  the becario program w i l l  
provide tropical agriculture euposure to future agroncmists and their respec- 
t ive  university depaanWts. 

IBTA/Chapae w i l l  function in  a highly decentralized 
fashion, having its am Director and budgetary and management authority. 
Tho program w i l l  receive a budge- allotment fram IBTA, but w i l l  receive 
program guidance, approval and oversight from a local Board of Directors 
ccanposed of representatives of local  p rducer  organizations, agroindustry 
groups and any other primary c l i en t s  s e s ~ d  by tke organization. During the 
l i f e  of the project both USAID/BoLivia and the SDBT w i l l  pakticipate a s  non- 
voting wmbers of the Board. The Board of Directors w i l l  a lso have approval 
authority regarding the  selection of the II3TA/Chapare Director. The Director, 
i n  turn, w i l l  have selection and approval aver project personnel; The ab i l i t y  
of IBTA/Chapare t o  increase its financial swprt w i l l  depend on how effect ive 
the organization is, through both research and extension ac t iv i t i es ,  in 
delivering tangible benefits to its c l ien t s  i n  terms of effect ive technological 
packages, diagnostic services, and, in general, farmer ' pro f i t  generating assis t- 
ance. To the extent that IB'I!A/Chapare divers i f ies  its economic support base, 
the greater its regional ties, acceptance and orientation w i l l  be, and the less 
susceptible t o  IBTA/National budgetary and personnel fluctuations it w i l l  



becarre. By the end of project, it is estimated that IBTA/Ckapare w i l l  receive 
70 percent of its budget fran ICBTR, 20 prcent fm farmar organizations, and 
10  pt3ltcent fran agroindustries. 

The GOB contribution to the operating costs of XBTA/Qlapare wil l  pay 
the base salaries of a l l  techinical persome1 and cantribute to other 
operating costs (value of XBTA/Chapare installations and wpmhble supplies, 
per diem and mterials) .  It i s  estimated that these msts w i l l  require mre 
than twice  chapa are's c m n t  annual budget to the equivalent of 
Us$110,000. 

In addition to prwiding $2.75 million i n  grant for T.A., projeck 
mnies w i l l  be used to supplement IBTA/Chapaze salary levels in order to 
provide the ps i t ive  incentive packages necessq  to recruit and retain 
the quality of techinicians required to implement the project. These 
packages will consist of hardship differentials and housing for those profes- 
sionals assigned to the Chapare and training. Project funds also w i l l  be 
used to: (1) supplement the nonnal IBTA budget allocations for gasoline, and 
maintenance of vehicles, (2) prrxure transportation (10 four wheel drive 
vehicles, 5 trailbikes , 2 small buses, 1 short bed truck, 2 small (45 hp) 
tractors and accanpanying f l a w  t r a i l ~ s  (15 f t .  ) , (3) restore the physical 
plants and purchase laboratory quipnent for the t m  research stations, (4) 
procure mall fam implesnents and equipnent, (5) provide for short-term and 
long-term training, (6) construct small ofEice/residence extension centers. 
The estimated cost of t h i s  support, over the life of the project, is $2,600 
million. 

( 2 )  Departawntal Developtwt Corporation of Coddxmb 
(MRDMY>I 

CORD#w>'s role in the project w i l l  be to pramte, in conjunction 
with the Secretariat, the d e v 4 o p n t  of the snall-mdium scale agroindustry 
sub-pro jects. The corpration w i l l  have the responsibility of identifying 
p ten t i a l  i n ~ ~ s t n m t  ~~pportunities and p r e m h t g  them to  the Secretariat, 
which, i n  turn, w i l l  contract for semices to  carry out the appropriate 
feasibility s t a e s .  Once the studies are ccsnpleted, and assuming they 
deternine that the interventions are viable, CORDE03, i n  consultation with 
A.I.D. and a participating I C I  w i l l  approve funding for the sub-projects. 
Thereafter, the Corporation w i l l  open a special account for the activity 
i n  an I C I  as a mchanism for passing the funds on to the ultimate bommver. 
Fbds fran the repaylrrent of these srrallioedium scale agroindustries will be 
put into a revulving £und by CY>RDm to carry out similar activities in 
the future. 

(3) Small Fanrrtr Lending Institutions Banco de Cochabamba 
(BC) and Fecieration of Savings an6 T m  Cooperatives (FENACIIE) . 

As described in section IV A-3 (Credit), the Banco de 
and FlWCEE-affiliated credit unions w i l l  be the main channels of 



distributing credit in the Chapare. Once the Bank instal ls  its mobile units 
to camplement the existing branch office in  Villa Tunari it w i l l  have appoxi- 
mtely 8 credit agents and support staff in  the project area. EK! credit 
agents w i l l  participate, jointly with IETA extensionists as well as field 
representatives fram FESIACRE, In project financed training courses. The 
purpose of the seminars w i l l  be to hanronize the provision of credit with 
farm planning, and train agents in methods of dealing with small fkmers in 
a colonization eoritext. The estimated cost of expanding the BC's infrastruc- 
ture base in the Chapare i s  US$75,000 which w i l l  be borne entirely by the 
Bank, The Bank's home office in the ci ty of Ccchabamba w i l l  manage its 
over-a11 lending activities i n  the Chapare. 

FENACRE w i l l  be a conduit for providing agricultural 
production credit and mbilizing sav.ings. It w i l l  also be the key entity 
for developing farmer organizations and p r m t i n g  m1.1 scale agroindustry 
i n  the Chapare; The key guiding principles w i l l  be to bring the service to 
the farmer (i. e. placement of credit agents in the Chapare) by coordinathg 
with extension agents to assure borrowing requests are based on a rational 
f a n  pian &i reasonable real interest  rates. It is anticipated that 
increased savings can be captured because of the proximity of services and 
the payment of more attractive interest  rates. 

FEWGE s approach in  developing farmer organizations 
w i l l  be based on the real i t ies  of the social organization of Chapare residents. 
Realizing that beyond the lwel of the nuclear family social relationships 
are characterized by loose networks df individuals who join wether to 
a ~ h i e ~ ,  EZNACRE wi? 7 ~ r a m t e  the most flexible type of organization pos- 
s k l e .  While cooper u w i l l  not be discarded, the structural configura- 
tion w i l l  takg the h-i;, ,.~t preferred by the growers in any specific loca- 
tion. They w i l l  be o r g ~  nized for a defined, and, to the extent possible, 
W a t e l y  redizable end, such as  production to service an agroindustry 
sponsored by the project, or the procuranent of agricultural inputs. The 
responsibilities of the mmbers of the group w i l l  be defined by the partici- 
pants. There w i l l  be a limitation placed on the number of activit ies i n  
which any one group becames involved and evolution into new activit ies w i l l  
take place only when the organization is prepared to do so. 

To successfully execute this range of activit ies,  
F'EX?CRE must undergo sane structural mdifications, especially with regard 
to personnel c a p s i t i o n  and s k i l l  mix. To this end, FECGiCN3 w i l l  hire a 
Chapare program mordinatar, 10 new credit agents, and 6 cumunity organiza- 
tio~n s w i a l i s t s .  A l l  of these msi t ions w i l l  be f i l led bv individuals with . . d l y  B.S. or ABD ( a l l  but i d e m a d u a t e  degree) unive&ity training. 
Mreaver, w i t h  the initiation of this project the Federation w i l l  open a 
regional office i n  the Chapare. 

The base salaries of the credit agents and ccamnrnity 
organizers w i l l  be paid for by FENACRE. The project w i l l  pravide for hard- 
ship bonuses and housing. The project also w i l l  finance the branch office 



i n  V i J h  Tunasi, hcluding off ice equipment and rnaterinls ,  tho procurmalt 
of 12 vehicles and other logistical support item such as gasoline, andl 
local travel. The estimated cost to the project of this  support is 
USS672,OOO to be finarced with Ti t le  I11 funds. 

A canbination of training and long-tan and short- 
tcm technical assistance w i l l  be pmvided to FEMZCRE to assis t  in the 
execution of project activities. The training w i l l  consist of short courses 
( in  oountry) and in service seminars and workshops on techniques for lending 
to mal l  farmers and farmer organization. The long-tam T.A. w i l l  consist 
of a credit advisor/carmunity organization s p e c i d s t  who w i l l  serve for a 
3 gear period. This advisor w i l l  work with the FENACFE affi l iated credit 
unions to inst i tute  sound savings and lending practices, to establish 
cr i ter ia  for delinquency and default, prepare guidelines for dealing with 
transaction and adrni.nistrative costs, and formulate arrangements between 
private entexprises and producers which assure the entrepreneurs of timely 
delivery of oarmrodities which met the required quality and quantity 
specifications while also guaranteeing the farmers a fair price for their 
products. The 1ongde.m advisor dl1 be canplemented by 15 person/mnths 
of short term assistance that w i l l  be focused primarily bn providing in- 
service training courses to c r d t  agents from k?ENACRE and the I C I s  to up 
grade lending and savings mbilization skills. A total of $477,000 of 
project funds have been reserved for these technical assistance requirements. 

The 1CIts, principally the Banco de co&&axh and the 
Banco de Cr6di . t~ de Oruro, w i l l  be involved with the financing of the large 
scale agroindustzy subproject. As discussed i n  Section IV, B.-Agroindustry 
Developnent-Marketing, 75 percent of the loan mnies for these initiatives 
w i l l  be furnished by the project and the remining 25 percent w i l l  cane f m  
the ICIts. 

Once the proposals for the large scale interventions 
have been reviewed and apprmrl jointly by A.I.D. and the Central Bank, the 
Bank w i l l  discount the required dollar equivalent i n  pesos to the participat- 
ing I C I  for disbursement to the borrower. Reflows f r m  these loans wil l  be 
placed in  ~ ~ A ~ ~ / B o l i v i a  Agroindustry and Artisanry account with the Central 
Bank for future lending. 

As discussed in Section N. C, a prerequisite for I C I  
participation i n  th is  project is the existence of a development department. 
Both I C I g s  that w i l l  play a principle role in the project met ttisrequire 
ment. The BC has a un i t  capsiting of an econanist, an agroTlcmist, and a 
financial analyst. In addition, the Bank w i l l  add three mre professionals, 
w b  are currently in training, t o  th is  staff.  The development deparfment 
of the Banco de CrWto  de Oruro is made up of an econhist ,  and one financial 
analyst. They w i l l  add, in the near future, an industrial engineer to this 
group 



The total. cost of activit ies to be f h c &  under W s  project is 
$33,834 million, The AID contribution w i l l  be $14,440 million of which the 
loan w i l l  provide $10.0 million and ths grant $4.4 million. Iaan funds w i l l  
be distributed as Eollaws: $3,426 for agricultural production, $5,258 for 
agroindustxy & marketing and $978,000 for institutional developmt. W i t h  
regard to  the grant funds $3,422 w i l l  be used fox agricultural production and 
$978 w i l l  be Wetted toward institution building. A I D  is providing 43 
percent of the total project cost while the host country cantxibution is 57 
percent. 

The nniltipel funding sourceo (AID grant, A I D  Loan, Ti t le  111) , 
aoupled b%th the w i e t y  of l m p l m t i n g  agencies involved with the project, 
account for a axplex disbursemint .system. T h e  foll&g schema, which 
emphasize the type (s) of funds ko he meuzaged by each executing organization, 
explain the nranner in which project resources w i l l  be channeled. 

ETNKRE w i l l  be inv0Ivred with M types of project financing. 
PLrst , grant w i l l  be used to finance technical assistance. Payments 
for such assistance w i l l  be msde dFrectly fran AID to contraclmrs. Second, 
Title X I  funds, for agricultural production credit and devlelaptlent of 
faxmer organization w i l l  be disbursed directly by the T i t l e  I11 Secretaziat 
to FnwRE acmrcling to quarterly budget mqwkemlts. 

SDBT w i l l  benefit fran U.S. grant and loan m e s  as well. as GOB 
cash contributions . The grant funds, to f Irliince both long-Ism md short- 
tam technical assistance w i l l  be w s e d  directly by AID to the m?2actors. 
Under the loan, payment for item (e.9. vehicles) w i l l  be mdc &.rectly 
by AID to the wliers.  Hmever, paynwt~ for other activities (e .g. 
institutioni,ll operating stprt) w i l l  be disbuxseZ by AID to SDW. The 
GOB cash contribution w i l l  go directly fran the National Weasury to the 
SDBT for deposit in a special acaxnt  established for this project. 



IDTA also w i l l  racaivo grant funded techniml meltstanca as 
w 1 1  as loan and GOB cash support. A l l  gmnt funds w i l l  be dist,wM dlract- 
ly by A. I.D. to  the contractors. Under the loan tw t y p s  of disbursmt 
Elm to  lBllA wil l  be follcmd: (1) direct payments fran A.X.D. t o  suppliers 
for vehicles, t ra i lers ,  eqrfipnent and long-term training, and (2 )  payments, 
irtn pesos, fran A.I.D. to  II3TA/Chapare to the suppliers for the costs of 
construction, o p ~ a t i n g  suppart, Fn-country training, and the prmmremnt 
of miscellaneous inputs, 

As w i t k  regard to the other implenwtin<; agencies, disburse- 
ments for grant funded technical assistance w i l l  be made directly fran A.I.D. 
to t\e contractors. Lam funds for s n a l l d i u m  scale agroindustxy sub- 
projects w i l l  be disbursed i n  pesos t o  CDRDM30 who w i l l  in turn pays the 
money on to the ultimate borrtwd3. RE:paymnts of these rmb-loans t o  OOlUXXl 
w i l l  be used to establish a revolving fund for future srrall-medium scale 
agroindustry projects . 

The ICI s w i l l  be involved with T i t l e  I11 and project loan 
funds. Ti t le  I11 resources, t o  be used for agricultural production loans, 
will be disbursed fran the T i t l e  I11 Secretariat directly to the correspnd- 
ing ICI1s. Laan funds,- be used to finance the four large-scale agmindus- 
trial/marketing sub-projectstwill be disbursed i n  dollars fran A.I.D. to t h  
BCB which w i l l  disoount a peso equivalent to the ICI's which in turn w i l l  
pass the m y  on t o  the ultimate bo-. A s  noted above, 75 pmmt of 
the incremental financing for the larye-scale agroindustxial sub-projects 
w i l l  be financed with A.I.D. funds and the balance (25 percent) furrdshed by 
the participating ICI. %flaws f m  the repayrrrent on the A.I.D. portion 
of the loan will  be placed i n  the USAlD/blivia supported Agmindustry and 
iwtisanry account in the Central Bank for financing similar activities in 
the future. 

2.  Project Accounting and Disbursing System 

This system, referred to  also as the '!pi-passu" system, has 
been jmplerrwted i n  the one USAID/kolivia project (*a1 Mucation 11 - 057) 
that has been fully reactivated.. Experience t o  date indicates that it w i l l  
be very successful in  acccmplishing its established goals. The system 
provides for advances of A.I.D. project and GClB counterpart local currency 
funds on a quarterly basis t o  two special project k k  accounts. The 
implementing agencies w i l l  be responsible for disbursing funds fran the 
special accounts in accordance w i t h  procedures already developed. USAD/ 
Bolivia dollar payn~ts  for foreign technical assistance and ammlity 
procurerrwt w i l l  not be made through the special accounts but directly t o  
the suppliers of the ccmrodities and services. In order to implemerlt the 
project, USIUD/solivia, the Ministry of Planning and Coordination (MPC) , 



!Rm mat bpmtmt f s a t u s  of the new system is that it 
qxrates on a pari pa;;lsu basis. Each qumtar, participating entities will 
prepare an estimated budget for  the ~rpcaning thrrm-mnth perid along w i t h  
repow on tlw use of funds already advanced. USkID/Bolivla's disb;ucsenu3nt 
of funds for each quarter t o  the projec: ' s spedal account will be contingent 
upon the XF's disbursement of funds to the m b r p a r t  -cia1 a c m t  
during the q m t  for tXll3 agancies. If a>B funds are not deposited in the 
amunts agreed upon as nqulred by MPC and IBTA, USAfD/Bolivia will wlthhld 
furtheb. disbur~gnants to t=he organizatior~ that is ixhdnd schdule in its 
m t ~ i b u t i o n s  until the contrLbukions ara brought up to date. This disburseD 
m t  system is i n t d b d  to impram administration of project funds by shift- 
ing mre project hplermtation mspollsibility to - GOB and yet retain 
adequate USAID/&UMa control without the necessity of prior reVr_ew of 
e w q  transaction. It will also help ensure that counterpart funds are made 
available in the munts required when needed; and it will provide a mre 
systematic means of &toring project implamenpatian. The MFC, IBTCI and 
FCNPLlRE will maintain separate acoounting books and records for the woject. 

The private sector organizations will be obligated .to provide 
similar reports to those required for the GCB agencies but will not be 
obligated to deposit their mterpar t  mtributions into a swcial account. 
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Title Private - 111 mtal -- Sector - 
Grant man Total 

11, Z!gricultural PrGduction 

1. FlwKRE 
2. ImA 
3. Cummo 
4, Faravars Federation 
5. FksearchandExtension 
6. Agricultural Production Credit 
7.  Farmer Organization Harketing Credit 

111. k r k e t i x q  - -intiustrial Bvelopnent 

1. Citrus 
2. Swine 
3. P a r t i c l e  b a r d  
4. Kudzu 
5. Small Lidustries 

Percentages 



A.I.D. 

GruWT 

-Agricultural Production 
1. I& 
2. Research ard Extensim 

2. SvJine 
3. P a r t i c l e  Board 
4. Kdm 
5.  -1 ScaLe -tries 

Total A.I.D. 



11.  cultural Production 
- 3 - 38 - 38 - 38 - 38 - 35 190 

1 
1. - - - - 12 - 6 - 10 45 

4 
2. Farmzr~' Federations 8 - 9 - Q) 

3. Researcfi and &tension - - - 3 5 - 4 - 4 - 3 19 I - 
4. P L J r i c u l t u r a l  Production 

U?edit - - - 100 - 100 - 100 700 201 - 199 - 
5. Farmer organizatim- 

Marketing Credit - - - 31 - 31 - 62 - 62 - 35 221 

-- -- 

Total Host Country - 24 - 11,688 - 2,060 - 3,169 - 3,169 - 1,753 U , 8 6 3  
Sub-total 1 37 5,536 13,773 1,808 2,866 884 3,696 609 3,696 619 2,262 35,787 
Contingencies (5%) - 1 220 104 19 40 5 26 5 26 5 25 476 

Grand l b t a l  1 38 5,756 U,877 1,827 2,906 ~ 8 9  3,722 614 3,722 524 2,287 36,263 

1 -1% 5% contingencies are applicable to A.I.D. lcsn finds. 



A. AID FLuxjls 

1. Grant - 
a) I n s t i t u t i o n a l  D e v e l o p w ~ t  

Qchnical Assistance. $978,000 w i l l  be provided t o  finance the 
follcrwing: (a) $ 990,000 f o r  two long-term technicians  in Region.51 
Devslogmmt and Agrobusiness Developmnt during five and three 
years  respect ively,  and (b) $ 98,OOC f o r  Sb r t - t e rm techni.ciahs tor 
approximately 10 w/m. 

b) Agricultural Production 

TkchxLcal Asuistance. $ 477,000 will  f inance (a) $ 330,000 f o r  
a cool#raUw Dewlopnent bmcialist (3 years), and (b) $ 147,000 
for 15 w/m of  short-term technicians.  

T W l m i c a l  Assisiance. $ 2 -73 mi l l ion  w i l l  f inance the follow- 
ing: (a) $ 2.53 mi l l ion  for seven long-tenlt technicians f o r  
~ r 0 3 d m t e l y  23 work years, and (b) $-195,000 f o r  approximatsly 
20 w h  of short-term technical assis tance.  

TWmical Assistance. $ 220,000 w i l l  be prwided to cover the 
c o s t  of a Pro jec t  Develo-t Specialist during two years.  

a) I n s t i t u t i o n a l  Developmt 

-be-=errrent and ' technical '  skaf f salaries. $435,000 w i l l  cover the 
salaries of ths khnical  aqd administrative staff and 75; =cent of 
the crsts f o r  tupping-off salaries f o r  drivers, secretariei and a 
messenger. 

.-vehicl&~ $45,000 w i l l  cow the purchase of t . ?  4x4 jeep type 
units. 



- 0 p r a t i n g  sUppcrC,. $ 142,000 wi13. finance t b  following coots:  
4 $ 5 0 ,  o r  pa:pnt: of t h ~  SaBT o f f i c e  r e n t  durln the WP, 
[b) $ 82, ::g thm m s t  of trawl ard per ard ?c) , 
$ 10,000 f o r  or'flce suppl ies  and c x m n m i c a ~ o n s .  

-Trainha. $ 100,OQO w i l l  covar the short-term training cost of 
ten  p r s o n s  f o r  six mnths each i n  tne U.S. or T.C. 

-Constructions. $ 150,000 w i l l  finance the cost of the construction 
of an Agricultural M c e  Center i n  the Chapare area. 

b) Agricultural P d u c t l o n  

-Mnnapmmt and Ta2nical Staff Salaries.-  $ 884,000 w i l l  f inance 
z k i e s  of teohrdcal personnel in the chapare including hardship 
bonus. 

-Vehicles and Bplpmt. $ 477,000 w i l l  cover tkK! purchase of 
the foll.uwing: (a) $ 160,000, 10 vehicles 4x4 jeep type, (b) 
$ 25,000 1 short bed tntck, (c) $ 50,000 1 micrabus, (d) 
$ 32,000 9 mto rcyc le s ,  (el $ 80,000 2 tractors an8 trailers, 
(f) $ 50, 000 laboratory equApwnt and supplies, (g) $ 25,000 
aucUCNIsua1 equiprent and, (h) $ 55,000 o f f i c e  equipnent. 

T&eratlhq support. $ 315,000 w i l l  finance the following costs: 
(a) $ 250,000 f o r  b l ,  oil ,  spare parts and W c l e  maintenance, 
end (b) $ 65,000 f o r  o f f i c e  suppl ies ,  and camunications. 

fPrainFn . $ 420,000 w i l l  be pIDVided to finance (a! $ 280,000 
tr-g of seven professi-s i n  the U.3.  or a T.C. 

during tm years each, (b) $ 120,000 short-term t r a in ing  of 
six persons per year during three months each, appraimately 
90 t r a i n e e b n t h s ,  and (c) $ 20,000 short-term in-senrice 
training f o r  the technical and administrative personnel i n  the 
Chapare. 

-Constructions and in s t a l l a t ions .  $ 5lE,000 w i l l .  be provided to 
finance (a) $ 200,000 f o r p u r c h a s e  of 10 trailers f o r  the - ~ ---- 

txsknical staff and f o r  the l o k p t e n n  technical assistance 
contqactors, and (b) $ 315,000 f o r  the construction cost of the fol-  

.laving: living quarters f o r  the TDYers and bachelors ($3O,OOO) , 
dinning h a l l  and kitchen ($ 30,UUO) , laboratory and o f f i c e  build- . 

ing, expansion and impravert.lent ($ 64,000) , exprinrental  substat ions 
($ 86,000), l.f.viw_qarters and o f f i c e s  f o r  ortension agents 
($ 75,000), and a vocational school ($ 30,000). 

$ 783,000 w i l l  f inance studies, campe- 



s ino  scholarships,  farmer t r a i n i n g  and purchase of miscellaneous 
materials and equimt f o r  repros .mtat ive damns t r a t ion  farms 
And nurseries. 

c) Marketing - i n d u s t r i a l  Credit .  $5.26 mi l l ion  includes  (a) 
4.51 m i l l i o z r e d i t s  f o r  citrus: swine, p a r t i c l e  board anJ 

kudzu loans, and (b) $750,000 f o r  srvd.1 scale industries 
credits. 

B. Host Countxy - Contribution 

1. GQB - 

- In s t i t u t i ona l  Develapoent, $192,000 w i l l  cover t h e  cost of the 
otfice staff salaries, operat ing support and the land value for 
the construcKon of the agriailkd- service center. 

-Agricultural Production. $630,000 w i l l  finance the following 
oosts: bas i c  statr  salaries of personnel in Chapare, travel 
and par diem of personnel not d h c t l y  involved in the project, 
and salaries of personnel in long-texn t ra in ing .  me above 
anrount inclules the valw of land and existing facilities 
contributed for M.re construction of this ~ ~ n p a n e n t .  

-Staff salaries and operating support. $35,000 represents  the 
c o s t  o t  salaries, o f f i c e  suppl ies  euld equipmt for the axmter- 
part to the Project Developmt s p e c i a l i s t .  

- . . s . s a r c h  and ESRension. $15,000 includes the adminis t ra t ion 
kpport for the p lan t  nurser ies ,  extension material and equip- 
ment. 

2. T i t l e  III 

-Agricultural Production. $672,000 w i l l  finance the following: 
(a) $228,000 f o r  management and technical staff salaries, (b) 
$250,000 for the purchase of 10 vehicles, 4 motorcycles and 
office equiptlent, (c) $140,000 f o r  0 ~ ~ ~ t F n g  support, and 
(d) $80,000 for courses,  seminars and in-service L -  Ing. 



-Famra '  Federations. $120,000 will finanm tha p u r w  of 2 
aw trucks d t b  cost of construction of 2 cormudty .~:a-~tem . 
-Agricultural Production Credit:. $ 7 million will fhance lam 
capital  for agxoindustrial credits to  small famrs t o  be admi- 
nistered by k'EE9513RE and ICIs. 

- F m r  Orqanization-Marketing Credit. $ 2.2 million will 
t h e p e r a t i v e  developrent and c r d t  activit ies.  

3 .  Private Sector 

-Institutional Devel t. $ 75,000 will cover the cost of 
a s t r a t i v e  s u p p o T o r  the mall fantrers' credit program. 

-Agricultural Production. $ 190,000 will finance: (a) 25% of 
the salaries of personnel involved in the project, (b) operating 
of fi- support, and (c) salaries of personnel attending aourses 
and sednars. 

-Farmers Federations. $ 45,000 will cover (a) the aost of h 2 ,  
or-s and s t e n a n c e  of Wo dcanp trucks, and (b) the 
cost of land and nraintenance of t w  c&mmity centers. 

-F&search and ESctension. $ 19,000 will caver the cost of the 
utilization of primts farms for studies and, demnstrations. 

-Agricultural Proauction Credit. $700,000 represents operating 
costs for the credit activities handled by FENAIZRE and the 
ICIs . 

- F m r  Orqanizatiaa - Marketing Credit. $ 221,000 represents 
operating costs for the administration of the Cooperative 
developent and credit activit ies.  

Marketins - Agmindustrial Credit. $ U.0 million represents 
in-kind contributions for,- following industries receiving 
the loans: (a) $ 10.49 million citrus, swine, particle board 
and kudzu, and (b) $ 500,000 in-kind contributions fran srrall 
scale industries. 



Land use ca3ability c lass i f ica t ion is a prerequisite to 
pluming for successful and sus t abab le  rural land o c c a n c y ,  The t e r m  
refers t o  Lle ecoloc~ical su i t ab i l i t y  of any hcmqeneous plot  of land for  
q s i f  id tyLDes of econckc u t i l i za t ion  on a continuous h i s  without 
causing deleterious e f fec t s  Fn the shor t  or long turn in the or iginal  
prductim capacity of the land. on c lass i f ica t ion of land use 
casabiliw, the manare region (422,000 has. ) has a d p s a t e  agr icul tura l  
potential tepx-rU~1g on +h level of technoloqt m p l a y d .  ApproxFmately 
32 percent of t t m  t o t a l  land ar9a in the project area is  suitable for 
any type of agriculture (annuals, pernanent crops, wstures , agrofores ty)  
a t  t radi t ional  levels  of techr~ology. Under &,ianced technology, which 
assmes medium levels  of inputs ( f e r t i l i z e r ,  pest icide,  inprwed varie- 
t i es ) ,  a=ro>;irrately 4 3  percent of the lands are class i f ied  as agricultutal. 

Current land use, although never quantitatively rapped, is 
generally cor,sistent w i t ?  land use capabil i ty a t  t rad i t iona l  levels  of 
technology except in the physiographic regions located on the slopes of 
the Andes, part icularly micro-regions 1 and 2 an3 the sl-s of rdcro- 
regions 3, 4,  6, 7,  8. In  these arezs,oolonists have spontaneously 
settled lands classified as suitable far forestry or protection. T k  
s e t t l m t  of the Andean slopes a d  the knazolnian lmlands  is a conse- 
qmce of m i n i M i a  ard mar-- productivity of s i e r r a  f a r m r s  and 
the r e a l i t i e s  of the rural-urban social mierration Process. Everv effort 
s5ould be mde to conf b e  further settler& ard Gorote a mre htensive 
aqofores t ry  on the level  lowlands c lass i f i ed  as subtropical wet fo re s t  
and t ropical  mist fcres t .  

Two micro-regions (1 ant! 2) located in the munL& have no 
a q i c u l t u r a l  ; r ~ t e n t i a l  a t  all. These are r e c ~ c i e d  for protection of 
r i a t u r d  fcrests w i t h  s m  limited rana~ed fo res t  prduct ion.  Nuch of 
A S e  r~-A;nkr of t 5 e  1 ~ ~ 5 s  in &the lcwla?% are too ~ t :  for annual crem 

szs'sxe prduction,  but hzve a high potential  f o r  agroforestry ard 
2 -  r -.-=c- ,orcst pra5lction. 

The technical a d y s i s  trests the nine micro-regions in d e L d l  
i.1 &&r?s of land use capabil i ty and crop e c o l c q  and proposs possitle 
h r e l c p m t  options in view of the regions' ecological limitations, es- 
p c i a i l y  'overly - i t  clirrates, eu&i-igly -Door so i l s  an5 periodic W i n g .  

Tne ex'ce.ssively w e t  clisrake (arnual r&$all rxqes frm 
2500-5000 m) is ~ha?22fX?~iZ& by no eZfectively 6 . q  rronhLh which results 
ir, c c n t i ~ m s l y  saturate2 s o i l s  t?.?at rake field w-1-ations for  p la i i thg 
ar F i e s t i n g  of a n n d  crqs  d i f f i c u l t  o r  i q c s s i b l e .  Successful ps-e 
razagemxrt is ciifficult due t o  lud curyirq ca~;aciQ, F r  foraqe quality 



luw in n e t  mcsryy and protein c o n t e n t ,  an2 ccmpotition and invwiar, of 
woody grwth. Eumhg of pustuess is  difficult or iqxxs ib le  fn  t h i s  
cawwet climate. T r a d i t i o n a l  la,rgo-sc:ale be!! ~ r d u c t i c m  is n o t  retcm 
mrded, but family size livestock operations lncludFng pigs and beef! 
cattle (3-5 has) w i l l  bo devalqxd in asrapriatie areas especially in 
*Ihe n o r C t  an! northeastern p o r t i o n  of the pro3act which hasr a scxrowfmt 
drior climate an8 bttar so i l s .  &cause vatu: buZalo ara ada$d to 
exploiting "he native plants Fn t!! wet  t rq ics ,  they of fw another possi- 
bility for liwstcck productim to  the Chasare. H m m r ,  -imental 
work is hpexat lvo i f  ecancmically efficient systems af production using 
hatar bufEalo are to be 6evelopd. 

Historical reprts  indicate that t h  Cha~pre fores t  on the 
L i a n  foothil ls  and lmlard plains was m n g  &. bllest ,  contained 
the largest t r e e s ,  had the greatest variety of species and the greatest 
tFnber volmes of any forests in Bolivia. &i has bee11 the case elsajhere 
in the tropicst this forest luxuriance was misL&.enly inLqreted as an 
qprtunity for agriculture (rather than forestry), ard a large portion of 
the original fmes t  hos been cleared. There is still a very high forestry 
potential i n  the Chapare in areas such the tropical wet forest l i f e  
zone b?lere few alternative developnent -ties exist. Both forestry 
and agroforestry can be expected to yield _oositive and penranent benefits 
to c~lonists in the subtropical w e t  forest l i f e  zone. 

Under traditional shifting cultivation, the Chapre fanwrs rotate 
craps w i t h  natural seccrd grawth forest. TWs process all- the colcrvlsts 
to cultivate and hamest satisfactory, i f  not high, crw yields, on a 
pxicdic -is without the costly a-pplication of herbicides or  fertilizers. 
Fast-growing pioneer species rapidly invade abandon& f i e l e s  and develoq? 
into a rde r a t e ly  tall and dense forest within ten years, thus indicating 
the high potential for ranaged ratural forest prcduction as a viable al- 
terrLative to  agriculture. Recent reports indica- &out 60 cubic mters 
of u&le  wooc! p?r hectare of 5 y s  old secord grawth. Ir? the current 
practice of c l e a i n g  an3 b m k g  nature1 secorrl q m t h  every 3-5 years to  
rzke rcm for 1-2 y5zr-s c£ ii-iiY~~xl c r q  ~r ic29er rttations ~5th kzz-.ast an 
e-~0~o-s  vcL'7e of b - d  sisLL&Je for L ~ 6 s t r i a l  p m s s  is lzst. Ease 
on fcssibi l i ty  stuZes,L:?o, C;a-,zre project w i l l  ck-,el03 r=ke+e f ~ r  b d  

orducts  silzh az piilp, chuccal, b e s ,  crr;tes an i  tr~,a"ted posts. 
?he avforrestry  c m p n e n t  tc3zill also beveiq technical pckaoes for the 
reest=blis;ire~;t of the m e  ~ 2 c a k l e  natur,-al tr-es m i e s  as well as  L\e 
;rz.nacr;rs?t of tre c r c p  :<here a ~ r q r i a t e .  



Rice, the only crop that  can be con+-inuously cultibated profit- 
ably,will be p r m t e d  on f e r t i l e  a l luvial  soils. On mst of the soi ls  of 
the lowland plains, tree crops, such as plantains, Manas , Fwya,  m b k r ,  
peach palantare the mst suitable crops that can be! mmaged for  sustained 
production. Pineazles  are, and should continua to te, produced realizing 
that tfventually fertilizer w i l l  have to be a ~ l i e d  in, orrier to mhtaJn 
high y i e m .  Since bananas and ci t rus  are p r o d u d  in  the largest volumes 
in th regian, the marketing and a ~ o i n d u s t r i a l c a p a n e n t  of the project 
w i l l  prcmote improved LW~ quality and alternative uses that w i l l  improve 
small farmr inccmes. SAMU areas of coffee, tea, and cacao w i l l  be 
pranoted since these crops are ecologically adapted arid a national m k e t  
potential exists. Peach palm ncw grows in the C h a ~ e  and is culKvafA 
around rural &~llhqs .  Based an the feasibil i ty study, camemidl scale 
planthgs w i l l  be encouraged as part of the aqrofores+q production scherre. 
Inten~atianaL markets are dtready developed for the production of palm 
Zv?z,:r ts . 

5. Level of T e < l : h n o l ,  

The particular level of technalcgy !itilized ir, t ? e  Chzpare w i l l  
;. : detsrrnined by the prices received by f ~ n e r s ,  p r d u c t i o n  risks, and 
tech;.xkgy t r an s f a .  Ini t iz l ly ,  it is reccrrrrrended that t!! agricultural 
product <.on cuipnents eiihzsize currently utilized aqroforestry or m'xed 
cropping systems *at provide sustained production without eqensive in- 
puts. .Ps m k e t  corditions, as well as f ru i t  quality, -we anri process- 
ing outlets arc established, II.edium levels of ins t s  w i l l  be feizsible. 
Tech~ology is available to  increase the yiel3s of spcilic crops by sdEhg 



6. !3x&ained Production 

a AL1 agmforestry asrd Uvestock production systems xecammded 
w i l l  be twed an sustained yields utiLizFns the benefits of closed nutrient 
cycling. Even though rrwt bil a d  plant deficiencies can GI resolved 
through l iming a d  fertilization, the costs are high and the econanic 
viability needs to be documnted in order to wisely xecamnd rates of 
fertilization, etc. Alternative mthods of maintabing soil fertility 
such as planting of 1-s (Lee ha, ~li.ricidiu& kudzu) which- 
f i x  nitrogen, or cropping roLcntions % a s s o c i a . ~ c h  include fqmes 
!-me been tesLlled and are r e d l y  used by Chapare f-s. 9.e advantages 
of these lccal practices which f i i i fnbin soil fertility will be vim& by 
researchers and extensionists as practical alternatives to continuous 
cult intion ard wihspread use of fertilizers and incorporated into the 
agricultural/livestock prcZt3ction activities p r p s e d  for the Chapare. 



The entire Chaz-e rezion is chlu;cterized by aii s%",rq?ml;l :;et 
clipate. Tecperatures are t h m  in mst of the r ~ i o n  which lies on khe 
Mazon plain a t  elevaticns helm 300 netcs abve  sea level (rasl) ; but 
pori2ons of the Chapare Ue at higher elo,vs';icns with cooler tmpra tu res .  
Tlvb region's very high rainfall gives rise to numerous r i m s  which cut 
across it,. These rivers flood frequently and they have urstable channels 
*itch shift cuurse u n m l y .  Slver ckiannel bstability r w e s  
cautious location of structures. 

Chapare soils are generally acidic and infertile. On steep 
lard,soilrs tend to be shallow and ercdable,Wi,ereas an the plainthey are 
d e e p  but often poorly drained. During the rainy seasan, November to 
April, there is a gcd deal of s'arding %a& in Flat are=. 

Fbrests cccur as the predarirmt ~atural vqetation Wcughaut 
t h e  Chapare. Tkse forests are very derse except in sari? swampy areas. 
On the plain,they are tall, beccrning s h m  with increzsing elevatian. 
They exhibit great diversity of plant species and, when unalteed, harbor 
larqe, diverse pqmhtioxs of wildlife. 170rests have been ~eatly cltered 
in the region, vhich now has large amaunts of second growth- Wildlife 
iqndations have keen Zepleted close to settled areas. 

Fish are f d  in a l l  t??e a a p r e ' s  rivers providing subsistmce 
ard, cn the Ichllo Xver,  a rrrrnercial f i skq .  Fisheries in ths r e o n  
ci*.lld be rrznaced for increz!sd prCdu&on. 

5%re a p a r  to be +sm classes of alternatives for Zevel-t. 
Orle is to d f y  and iiruve the exist ing s a l l  farm s y s m .  The ok??er is 
tic) r e ~ h c e  the ~Lsting systen w i t h  a l x ~ e  scale LnZcstrial  system. The 
sacond altPz,ative sees i-dse given the r q l o n '  s poor soil, adverse 



If t!! 0,ap.re ,is not: c?evelop~.d through 1a-d llsa 3isL,.s"clw7s *,at 
are ccnsist=nt kit? lard use capbl , l i ty ,  these is risk %?E azea will h 
degraded. For one reason ar another, hrrezs  could t q  to increase 
production on pcor lands by reducing forest fallow, in o t k r  words by 
keeping m r e  land in continuous cultivation. This c d d  deplete soil 
f e r t i l i t v  to the mint where it c& not be restorEd and land would 
have to b ahrrd&ed. The project, then, by relying on suitable lard 
use and apprqriate whnology, will amid environmtal darra9.a that 
could a x u  absence of the-project. 

5. Specific Emrirormtal 1skes 

Protection of fsobor3 - Secxca National Park: I s a b a r ~ - w e  
Rational Park lies just n o r m  khe settled part afm -pare, across 
the Isoboro River. It is a vast resewle for flora, fauna and native 
w l e s  ,but one which is m l y  p r o t d .  The 038 proposes building a 
mzd througtr. tbe M a e  ~5 a park t o  link Cochai;arrb t o  #3 
P a r t  of the road has been Wt £ran  the Q;ar;rcue into the southmr sectSm 
of the park. T 3 e  road draws settlers ~Sno clear land. as h e l l  as hunt, 
f i sh  and extract timber frun the pck. 

The project w i l l  protect t=he p r k  fran increased inmsion  by 
requiring the GOB, as a conditicn precedent to the project, to a g m  to 
ha l t  construction of 42s road &Ci.nitely ad encourage set t lers  to leave 
the w k .  



* 
Dmmd prasE?ects eue analyzed in Anrxin, 1583. 





The switching wlues for t b  remues and costs of each enter- 
prise uibest imab, '  to sum extent, tks sensitivity of the IPR. This 
results fmm the calculation pnxedure, where m.e variable is changed 
while olthers are assued to remain constant, 'Re comelatian b e k i  
variables is -ly to be higher for apexating costs, laver for benefits and 
immstment costs. On the other hand, the switching valws m1culatE.l cn the 

' 

basis of tatal project investmnt costs, operatbg costs, and ber!efits, mst 
likely overstate the sensitivity of the E?R. Table  13 &low presents the 
switching vdlws for t h e  praposed larp scde elefients of the project, and 
for the total project as well. AL1 calculations are made ir. percentages. 

Table 13 

F e v ~ ~ l u e  Inves-t C@xatir.u Costs 

cit.rms -21 
SwLrce -17 
Par t i c le  Ecard -43 
Kudzu -31 

TNs mans fAat project benefits can ke lamred by 233, 
ar i n m t  costs Fncreased by 568, or aperating costs increased by 7i%, 
and the project wOtald stiU have an IRR of 158. 



Using primary available data on the region, an e c o d c  
analysis was conducted of a representative 10.23 hectare Chapare farm. 
Activity on th is  farm,assuning f u l l  participation i n  the ~ o j e c t ,  is 
presented i n  Table 14.- S ta te  260450, tke a s s q t i o n  of cmp mix on 
the farm inclcdes 0.5 hectares af  coca, the legal mazhm ~ e d t t e d .  
The mix of crops on the representative fmn also assunes t ha t  5 hectares 
of m e d  land (i .e.  50 Fercent of the land available) *.at is not riow 
being u e d  for  ccprmercial pw+aes. 

The hasic crop mixture is typical for  the region, although 
variation i n  the emlogical  zone would resu l t  i n  sane crops k i n g  

. 
emphasized over others i n  certain localas. The price of coca, over the 
f ive year period of projection, is keld constant a t  tl-.e current open market 
rate;  altho-agh, i n  fact ,  this price should drop substantially as control 
program ef for t s  are  increasingly successful through thz Sife of the project. 

Table 1 4  asscmes that as hectares of second growth wood 
products are harvested, the cleared land is put to al ternative crop use. 
Thus, for  example, i n  year 1, when one hectare of wood is harvested (Wood wb 

(HI 1,  that h w t a e  is planted in r i c e  (&ice). &hie additionally P 

assmes that citrus yields incxease over baseline pkcduction by 46 perce t a i n  Y y  4 (citrus plus a4citrus) and 95 percent in year 5 (citrus plus s 
plus (iC c5tm.1~) as  the mature trees becane mre productive and respand to 
projwt-financed fertilizer inputs and imprwed technology applidons. 

Table 14 also indicates that the increase in farmer incune i n  
year 5 (eKZ of project) when campared with year i) (pre-project: is 130 . 
percent. Assuning that 2.5 persons are emplayed on a typical Qapare f a ,  
the average per capita salary earned a t  the end of the fifth year .is $314 per 
mth as shcwl in Table l5. 'Pkis canpares very favorably with the bli- 
minimun wage ($62/month) and the  mnthly incerre of salaried day l a b o r k e r s  in  
the mare regb~? ($78/26 work day month) . 

Table 16 miders what would happen if a faxner ceased to 
produce the legal 0.5 hectares of coca and replaced this crop with.either 
rice, citrus or bananas. By year 5, by substituting rice for  coca, ne t  farm 
~ ~ U a e c r e a s e b y a p p i r c o d m a t e l y 2 0 ~ t .  slmilardeclirWbyyear5 
for subrJUtW.ng citrus d banana5 for the 0.5ha. of coca would 20.8 
percent: and 21.8 percent, r-uely. Net per capita mth l y  ir#xme -be $25; 
3249, and $246 s u b s t f m g  far rice, citrus, and bananas, respectively. 

!RE farm level  IRR, based on a weighted average of crop mix per 
hectare fo r  the Chapare small farmer (see Table 17) is equal tg 66.6% w i t \  
0.5 hectares of coca, anl 50.84% without coca p d u c t i o n .  



Farm Level IRR 
Table 1.7 

Citrus 
Coca 
Maize 
Rice 
Banana 
Wood 
Swine 

Weight f actor/ha. Weight&! - IRR 

1.18 -- 
66 .63% w i t h  c x a  
SO. 84% w i t h  out - 

coca 

The conclusion from this analysis is that  in e i ther  
reducing coca cultivation to the legaLmaxim1xn o r  eliminating it en t i r e ly ,  
with the project, farmer incame can be expected to substantially exceed 
&& Bolivian minimun wage. A t  the projected iacune level, the Chapare f axmer 
w i l l  be able to maintain a mre than adequate standixrd of living. 

5. Return to Total Incremental Investment. 

Benefit stream .were calculated from the returns .to the 
agroindustrial and farm level perspectives. The benefit/cost (BIG) flows 
used for discounting are presented in Table 18 . A s  can be seen fran the 
Table, the B/C ratio for the project is 1.75 and the IRR for  the project is 
40.5 percent. 

Table 18 

(4) ($us million) ration ratio 

Citrus 47.7 3.0 2.56 1.32 
Swine 34.7 1.9 2.00 1.39 
Particle bard 60.4 11.8 3.15 1.93 
Kudzu 37.2 1.6 2.64 1.63 
Agricultural Production - -10.8 - - 
Insti tutional Developcent - - .004 - ... - 
Contingencies - - - 0 1 2 5  - 
Entire Project 40.47 7 

1/ Internal Fate of Return 
z/ - N e t  Present Value  (i = 0.15 ) in $US 
3/ Present value of revenue minus present value of costs of operation - 

as a ratio of athe present value of investment ( 1 = 0.15) 
4/ Gross benefit as a ratio of invesimmt plus operating costs . (i = 0.15 - 



The project w i l l  generate other benefits for which no 
f o m l  calculations have been made. In the context ofemn~rrclc v iab i l i ty  
the agricultural  production and ins t i tu t ional  developrent amponents viere 
assigned f u l l  costs i n  the project 's  overal l  IRR calculation, without 
calculatinq conespnding benefits. Since sane of these costs must be 
incurred t o  assure the success of tke project,  it is assured tha t  m y  
indirect  benefits also can kx attzibuted t o  the ins t i tu t ion  building and 
production ac t iv i t i es .  In addition, mll farmer beneficiaries of the 
four large aqroindustria?. rrarketing projects are estimated a t  1,100 of the 
12.000 households i n  the Chapare. It is cer ta in  t ha t  many m r e  fanners w i l l  
benefi t  d i rect ly  and indirect ly from the small-medim scale interventions 
a s  w e l l  as fram the agricultural  and forestry p r d ~ c t i o n  in i t i a t ives .  
Likewise, Lkexe are m q a n t i f i a b l e  scc ia l  an6 p l i t i c a l  ker .~.f i ts  asscciated 
with a rechction i n  the  level  of ccca keing grown i n  the Chapare. kcmrdingly. 
for  this reason, I W  calculaticns axe ccrsiZerec! t o  be urUT2.erst&&. 



Table 12 

Part i c l e  Board 

Revenue 
Inve!5tnwt 
0per.cOsts 
B a h m e  

Institutional 
Deve-t 



YEAR 

&\ 0 1 2 3 a d E 

Z 
V 

7 . 

Benefits - 20,714 12,949 13,914 35,695 16,765 16,740 16,740 
Imedn~nt 10,299 i5,667 4,302 4,916 4,541 3,211 2,926 2,826 
0per.Qsts -. 4,038 4,124 4,249 4,287 4,277 4,277 4,277 
Bal- 10,299 1,0!29 4,523 4,749 6,867 9,177 9,537 9,637 













Year  5 

Price - 
.96 

-96 

-96 

2.0 

2.0 

125.0 

38.0 

38.0 

38.0 

38.0 

17.5 

17.5 
- 
- 
- 
- 
3.4 

137.6 

.Ol6 

mst of Prod. 

686.7 

315.8 

334.4 

l3.6 

42.5 

1,55100 

165.9 

234.4 

234.4 

234.4 

55.7 

139.2 

Net Incas? - - 
1,050.3 

482.0 

510.4 

95.4 

297.9 

2,199.0 

434.1 

613.0 

613.0 

613.0 

24%. 8 

622.0 



Year  - 

Table 16 

COMPARISON OF CROP EIET INCOME (IN 5 )  BY SUE3TITUTING 
RICE, CITRUS AND RANAE;A FOR COCA 

' (By=) 

Rice - 
119.2 

159.7 

182.8 

221.8 

251.5 

Banana 
P 

114.0 

154.4 

177.6 

216.6 

246.0 



Rice - . . 
Year - 
1 

2 

3 
4 

5 

atzus - 
Year - 

1 

a 
3 

4 

5 

Eanana - 
Yeax - 

1 

2 

3 

4 

5 

AND EWARA FOR crjca 

Balance 

-2,050.1 

-2f050.1 



1. N,%tiam1 Federation of Swings and L a n  CoopsraQves (FENACRE) - - 
a. . Leq al. Status ard Objectives 

FENACRE is the country's largest cooperative organization. 
This private institutiou was legally constituted on Feb- 16, 1962 by 
Resofution No. OOi of the National Directorate for Coopexatives and is 
subject to legal supxvision by the National Institute of Cooperatives. By 
Supreme Decree No. 19331 signed December 1982, FENrXXE was recognized as an 
Intennediate Credit Institution and authorized to  channel Central Bank of 
Boiivia (XB) credit resources. 

FENACRE'S principal function is to serve as a anduit  for 
financial resources and assistance to one hundrd  arAd sixty-five Skvings ind 
Loan c w ~ ~ a t i v e  affiliates in order to accelerate their devel.oprrent and the 
impr~venmt of the socioeconamic condition of their rtlembers through urban and 
rural productive activities. The s w i f i c  objectives of FENACRE are the fol- 
lowing: (I.) promote the oqanizatlon of savings and loan cooperatives, ( 2) 
provide technical assistance to cooperatives, (3)  develop uniform aihirdstra- 
tive and accounting systems for cooperatives, (4 )  p m t e  educational programs, 
( 5 )  publish educational materials, (6) supervise member cooperative ccanpliance 

w i t h  cooperative laws and regdatiow, (7) obtain l i f e  and fidelity bond 
insurance for cooperative members and officials, and (8) represent and assist 
cooperatives in their dealings with govenmnent entities. 

b. Nde.rship and Firgmcial Soundness 

The FENACRE 1982 Annual &port indicates that there are 165 
d f i l i a t ed  c~aperatives with a total of 227,770 menrbers. Of this -ship, RQ 

sane 58,000 members are mal dwellers. A s  of December 31, 1982, savings of 
cooperative merclbers totalled $7.06 million, and the cooperative loan portfolio 
was:S24.? million. The reserves and capital of EENACRE total $19.85 million, 
and the institution is amplately solvat .  Over the past years, FENACRE has 
uljl.ized external resources of sclme $141,000 fran the Latin kmarican Confedera- 
tion of Savings and b a n  Cooperatives I:CDLAC) and other int&national and 
national sources, and repayments have been made on schedule. 

c . General Organizatio~l and Personnel - 
The present organi~~ation of EENACRE has a General Manager 

who is govmed an3 ~~lpervised by an Adnrinistmtion Council similar in fun0 
tion to a board of dixeztors. The General Manager is assisted by Audit ing 
and Legal Off ices. Under the General. Manager are two major Manageme,?ts units, 
the Administration-Financial &maganent Unit and the Cooperative Services 
Management Unit. Within the fo~mer are the Enterprise Division and Operations 
Division. (see Chart 2 . 
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?he main office of FENACRE is located in Codmbamba (38 
employees) , There are regional off ices i n  L a  Paz (7 employees) , Santa Cruz 
(5  employees) , Sucre, Trinidad and Oruro (1 exr~ployee in each) . The FENACRE 
affiliates employ mre the six hundred professional managers, accountants 
and other administrative personnel. 

Out Rural Proqrams 

E'DVXXE has utiU.zed loan and grant funds fr& several 
AID and COWC sources to  expand agricultural, agroindustry and artisanry 
lending through its cooperatives. In addition, FENACRE over the past three 
years, has, with I? L481) Title I11 financial support and A I D  project fund& 
technical assistance, established a specialized unit to provide mmqerial, 
administrative, marketing, financial arAd planning assi.star.ce ta agricultural 
roo~aratives. This unit works with six large cwperacives and is being 
expani!ec! as a p m a n e n t  self-financing consu1tir.g operstion witkin the ~ n t e r -  
prise Division of FENACRE. 

e. Partisipaticn i n  the Project 

F'ENAQIE w i l l  W c i p a t e  in the project in the following 
areas: (1) assist in the strengthening of existing savings and loan coopera- 
tives and the formation of new ones in order to provide Chapaxe farmers w i t h  
credit ard savings services, (2) assist farmer groups to organize and manage- 
new production/mark&ng oriented organizations, (3) act as a l ink  between 
farmzsr organizations and prospective c m n d 3 . t ~  buyers, assisting the pro- 
ducers in  contract t:erms and prices as w e l l  as helping to ensure the fulfill-  
ment of the agreements, (4)  provide technical assistance and credit to coopera 
tives and producer groups for marketing of agricultural products 'including 
local. handling, processim, packing and storage, ( 5 )  effect wholesale purchases 
of foodstuffs, inputs and other needed supplies and. help organize coaperative 
distribution m e d m k m ,  and (6) provide technical assistance to producer- 
cooperatives and organizations in achirLstratior~, accounting, ccoperative 
training, handling of savings arnd loam, and mtsagensent:. 

To carry out its project related activities, ElNACM w i l l  
estabiish an off ice in the Chapare area and, stbff it with additimal: credit 
and other administrative/technical rnsonnel to attend to the vari.crus needs of 
farmer cooperatives and organizations. FENACRE w i l l  also set  up the administra- 
tive rr?echanisms w i t h i n  its Financial azd Achninistrative Unit to properly nunage 
exp;mded credit operations. 

The.various analyses of EENACREts institutional capacity 
to carry out the activities noted above iadicate that  FEYACRE can ass= 
these responsibilities w i t .  relatively nudest support fran this project. 
Obviously, the availability of credit is critical, ta an expansion of FENACRE I s  

aperations i n  the Chapare, and this w i l l  be nude available through the Pi; 480 
Title I11 Program. 



2. Bolivian Institute of Agricultural Technology (IBlI) 

a. General Organization and Objectives -.- 

IBI!A was created by Suprcm Decree No. 13168, dated 
Deamhr 10 1975 ard its statuks approved by Supreme Decree No. 13594, 
dated May 26, 1976. This semi-autonamous oxganization constitutes tke 
major public sector ag~icultural  exC=ension and research mi an3 is 
attached to Elhistry of Cmnpesino Affairs ard Agriculture. E3.A has 
its uwn Fxecutive D i r e c t o r  who has budgetary, administrative and program 
maUc authority within th! organization. The Director resplmds to  a bcard 
of directors canpseii of ,Mixistry and other related program representatives. 
IJX!?4's principal objective is the mr-t of aqrimlturel g r d ~ c t i o n  
through the developnent ard diffizqion/transfer of acjricult~zil tec!mlqy. 

IBTA c p r a k s  in eight of Eoliviat s nirie r'2pa%x3nts ard 
has h l l y  staffed Departmental Of r'ices in La Paz , Omro, Potasf, Chuquisaca, 
Tari ja, C- and Beni. Typically, the departrental off ice in Ccchabm-  
ba is directed bj a Regional Chief who c o o r d i ~ t e s  all research and extc(mion 
activities. A D i m c b r  of Research oversees the activities of the four ex- 
lperlrnental s t a t i a 1 ~  in t b  departtnent. Each station has a director, admfn- 
istratoz, program bdmicians and suppcrrting personnel. me extension 
progrjrm has t w o  supervisors, one for the valleys and one for the tmpical 
zone (Chapare). m i o n  agents are assigned =thin each zone. (see 
Chart 3 1.  

Within the Chapare, IBIR aperates two aqerimnt stations, 
Ia Sota and Chipiriri. TkLs Xa Jots st;atim canducts resear& maFnly on 
annual and perennial crops ,swh as corn, rice, cassava, citrus and cacao. 
I t  is relatively v.ell-equipped ard ttm employees have adequate offices and 
Uving quarters. The p m a m e l  a t  La Jota include a dlrecWr, an 
tor, a field chief, five tdmicians,  a tr- aperam and ~OUI= manual 
m s  

Tine Chipiriri station is responsible principlly for 
research rehM to pasture i rpzav~ment ,  livestock and parenn;tals. The 
physical plant a t  the staff an, including laboratories, off ice space and 
living quarters, is substandard and En need of consiihrable upgrading. Tlae 
personnel configuratian a t  Chipiriri includes a dFrec;.tor, an  str rat or, 
a field chief, f m -  technicians, four nurserymen, a tractor aperator, and a 
drivler. 

Six extension agents vmk in the Chapare fraa bases 
located i n  La Jota and Chtpiriri. IWy cover the following areas: 
(1) villa Tunari, (2) Wpiriri, (3) Vllba m z a ,  (4) San Francisco, 
(5) Isinuta, and (6) V i l l a  1 4  de SeptierrS#e, T k  main activities are: 
(1) technology transfer, (2) crop pQMtjr.or,, (3) in=-institutional coor- 
dination, and (4) came- organization. 
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c. Participation in the Project 

In order to carry out its role within the project, DTA/ 
Chpare  wi1.l undergo significant changes. The ncrmber arid s k i l l  mix of re- 
search personnel w i l l  be modified to  ref lect  the agriadcural and forestry 
emphasis and expanded program of on-farm adopted Research. The budget require- 
ments for both research and extension activit ies w i l l  be increased to take 
into account the additional personnel, elevated sctlaries and incentives, 
higher travel and other recurrent costs. A t  L!e sane time, IBTA/C1-zipare w i l l  
rtxpire significant program and budgetary autoncmy and authority, given t!e 
weak delegation of such authority within UTAts current hiex~uckical struc- 
ture. 

In fact, the project w i l l  suppr t  the 2evelopent of a 
decentralized regional nndel, which can serve to resLmcture IETA operations 
elsewhere. A high degree of local participation in, and contrd of,  the re- 
search and extension pror;rr7-ns w i l l  be bui l t  into IB'El/Chapare throu~h research 
and atension cohc i l s  and mnetary contributions provided by the beneficiaries 
of the services. Such a nude1 is already successfd.J.y operating i n  Sane  C r u  
anid the Tropical Agriculture Research Center (CIAT/Santa C r u d  has effectively 
replaced IBTA througrlout that Departntent. fBm is willing to introduce the 
mre decentralized a d  l o d l y  orientecX/supported &el given the considerable 
success of CIAT/Santa Cmz, the benefits of greater cl ier tele  participation 
and orientation, and IBTAts own budgetary restrictions which preclude a b s t  
a l l  centrally-funded brovements of the current program. In  view of 133ZIA's 
interest, the 
the recurrent 
With this  ard 
be capable of 

- - 
pmject  w h l  provide for the start-up cats  and a portion of 
costs through the early phase of IX!A/Chapare's develcpnent. 
other assistance planned under the project, IBTA/Chapaqe w i l l  
carrying out its responsibilities and role. 

The BE. of Cod%k-~St m a n  operations $n August 1962. 
Since that time, it  has grmn rapidly to raz~k mang the l a g .  banks in the 
country w i t h  overall assets s f  $34 million. The BC maintains its central 
offices !.;I La Paz, and currently has nine branch offices distributed m n g  
Bolivia's major cities. Moreuver, the Bank i n  the near f u t ~ e  w i l l  open 
twelve aclditicnal branches, three of which w i l l  be in departmental capitals, 
w i t h  the remainder located in rural areas, including the Chapare. 

Particularly noteworthy of the BC is its experience with 
Central Bank rural, credit r&hancjng lines. As  of March 31, 1983, the Bank ' s 
refinancing portfcllio was the equivalent ~f $8.5 million. This represented a 
30.5 percent share of refinancing act ivi t ies  which oms a h s t  four times 
larger than the share of its nearest ccanpetitor. 



b, Institutional Soundness - 
Tho organizational structure of +-he Bank is indicative of 

an efficiently run operation. Overseeing a l l  operations is a board of 
directmrs c c n p s d  of extremely w e l l  qcalified businessmen. While the 
b a r d  concerns i t s e l I  with general policy f o d a t i o n  and periodic review of 
the Bankt s status, it delegates respnsi5i l i ty  for managerent. of daily 
affairs  to  an Executive President who is assisted by an execuave staff num- 
bering 15 people. This core staff  is complmntec! by 206 senrice and supprt  
personnel distributed throughout the Bankss 10  branch office network. 

As noted above, the assets of the BC equal& $34 .2  million. 
A t  tbe end of 1982, the total  loan ~ o r t f o l i o  was $13.9 ,niilion; tirr,e t e p s i t s  
fo r  Lye same pericd were reprtec? to be $10.3 million, a d  savings accounts 
$6 .2  million. Accordinq to Bolivian Central Bank rel+rts, the EC raks thir6 
in size ancl oprations &ong the eighteen comercia1 
cotntry . 

banks operatulg i n  the 

c. Activities in the Chapare --- 
The BC is the only cannercia1 bar-! 

The branch office a t  Villa Tunari was opened in 1975 
operating in the Chapare. 
and is currently staffed 

by a manager, 3 te l le rs  ard other support staff .  Tke record of this branch 
office with regard to savings rr&ilization is impressive. As of Decanber 31, 
1982, the branch had a savings portfolio of 1,691 accounts w i t h  a volume 
equivalent to $284,536. In one quarter (i.e. by March 31, 1983) the volume 
of savings rose to $472,411. 

The Chapare branch also has broad experience with agricul- 
tural loans. For example, i n  1982, it held 97 pacent  of We region's year- 
end portfolio of mney borrowed for agricultural purposes. Operating much l ike 
a credit  union, it has a simple credit delivery system which is efficient for 
bath the bank ard the borrower. There is l i t t le paperwork, and the cl ient  
can borrow up to three times the m u n t  he has on deposit i n  a savings account. 
The office operates on a po r so~ l i z ed  serviceoriented basis which f i t s  w e l l  
with the rural small taJn atmosphere which is d a r t  in the Chapare. 

d. Participation i n  the Project 

The Bank's participation in  the project w i l l  be two tier. 
F i r s t ,  it w i l l  robilize savings and be a source of agricultural prociuction 
credit  for Chapare famers. Second, as  an Intermediate Credit Xnstitution, 
it w i l l  participate, with other IC18s,'in the rsriw, approval and cofinancing 
of agroindustrial act ivi t ies  supported by t h i s  project. Ccncerning the f i r s t  
function, the EC tdll expand its infrastructure in the Chapare, opening a 
second branch office and intrcdixing a nrnnber of mbi le  units. Sufficient 
staff  w i l l  be deployed to  nm thess new instal la t ims.  With regard t o  the 



second function, the Bank's branch in Ccchabamba already has a developnent 
department w i t h  a core s ta f f .  This Staff w i l l  be enhanced in the near 
future w i t h  the a r r iva l  of three new officers who are currently in a training 
course financed by the Bank. 

4.  Departmental Detrelopnent Corporation of Cochabamba (CORDECO) 

a. - Legal Status and Objectives 

CORDECO operates under the legal  base establishing a l l  nine 
of the country's Developnent Corporations, which is  the General Law of Re- 
gional D e v e l o p ~ t  Corporations. The broad purpose of the Coqpration is to  
p r m t e  e c o n d c  ard social 6eve lopmt  wi t i in  the region. TNs is carried 
out through: 1) the developnent of a regional plaa, 2)  preparation of stxdies 
and establishment of developent strategies and clevelopnent/investment prior- 
ities, 3) the preparation and p r m t i o n  of progirams and projects consistent 
w i t h  national and regional objectives , 4 participation in pro j ec t inqlementa- 
t ion directly, jointly o r  indirect ly through public and private groups, and 
5) coordination of developnent ac t i v i t i e s  w i t h i n  the r q i o n .  

Cenerd. Organization, Financial and Human Resources 

The President of CORDECO is the po l i t i c a l  spokesman and 
top decision-maker fo r  the corporation. He,  i n  turn, responds to a board of 
directors made up ef key public and c iv ic  representatives i n  the Department. 
Below the  President. is an Executive ,or Operations, Director charged with the 
day-to-day managenrnt of the corporation. In support of this off ice  are the 
follawing staff offices: Technical Council, Consultative Council, AMnistra- 
t i ve  Analysis, Legatl Advisor, Program Control, Administration M Public 
Relations. There are three major implemnting/operational brtnches -- PLan- 
ning and Coordination, Pmjec t  and Program Execution and E n t q r i s e s  
Qlart 4 ) .  

GOI;IDECO derives its operating budget frcm taxes, the  
national treasury, and frun prof i ts ,  rents  and other resources cbtained fran 
its various activities. The investment budget cms principally f ran the 
national budget, grants and internal and external sourcrz, including the 
PL 480 T i t l e  XI1 Prcgram. The main financial l imitations relate to invest- 
ments, as available resources are basically adequate to axer operating as-. 

CDRXCO has a total s taff  con.z?isLting of 519 employees, of 
which 164 are assigned to  project-related work. There are 83 technical 
specialists within the three operations branches, including 28 a g r o d s t s  
and 10 econanists. In general, the technical s taf f  is relat ively we13 paid 
and enjoys considerable job s tab i l i ty .  

Capacity to Carry Out Rural Projects 

CORDW's m a i n  developnent pr ior i ty  is rural. developnent, 
and it currently has a signif icant  portfolio i n  this f ie ld .  Amng ac t i v i t i e s  
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it is currently financing is an experimental tea production and procedng 
project in  the Chapare. Five of COIUXCO's projects are financed with PL 480 
T i t l e  I11 funds and these are being successfully executed anrl administered. 

Under the RID-£ unded Rural Development Planning Grant 
(511-04711, the Mission currently provides one long-term Bolivian advisor to  
CORDECO t o  assist  in the area of project deve lopa t ,  planning and administra- 
tiorr. A&iitional assistance is being furnished on project design and manacje- 
m t  systans, as .well as in planning methods. The grant w i l l  also provide 
fundir.g for a specialized project accountant. The accompanying Development 
Corporations Lan (064) w i l l  make additional short- term assistance available 
for feasibility, marketing and other project design analyses. This loan u 
also establishes a financial system for project funding which encourages the 
corporation to p r m t e  and help develop privately spnsorec! oprated 
rural ulterprises. 

f 

d. Participation i n  the Pro jeck 

CORDECO's role in  the project is to identify, p r m t e ,  help 
develop and finance small-scale l o d  enterprises in the Chapare. CORDECO 
has ample experience wrking with farmer groups and organizations and in 
assisting such groups to develop and implement snall-scale projects. In 
addition to production specialists and econcmists, CORDECO has industrial 
errgineers, chemical engineers , civi l  erqineers and sociologists on its 
staff. Projec t  financing w i l l  not be required by CORDECO ta carry out' this 
function. In sum, the role CORDECO is to play in the projetzk is feasible, 
administratively manageable and will ' require minimal project support other 
than for the investment funas for the local enterprises. 

5. Secretariat for the Develogamt of the Bolivian Tropics (SDBT) 

Given the xnultisectaral ard interinstitutional nature and im- 
plications of developnentactivities in the Chapare, and eventually in the 
Yungas and other eastern zones, coupled with the need t o  provide greater 
canplanentarity beween develapnent and control activities in coca producing 
areas, the COB has determined that a special Chapare level coordinating body 
is required. This entity, the Secretariat for Developent of the Bolivian 
Tropics (SDBT) , is being set up administratively within the Ministxy of 
Planning and w i l l  receive, through the Sub-secretary of Coordination of that  I 

Ministry, direction and policy guidance f m  an Inter-ministerial Ccmnission 
in  which a l l  national level government organizations key to developnent in  
the Bo1ivian'Trapic.s and coca control are represented. 

A t  the m tim, and in  order to ensure pro ject-level partici- 
pation and operational coordination, the SDBT w i l l  interact with a local 
advisory council (CODICH) made up of beneficiaries and implermting agencies 
within the Chapare. These relationships are diagramned in Section 111, C .2  
of the paper. 





SDBT w i l l  be composed of a Directorate and two main divisions 
-- techIlical coordination and administration. The t~\chnica.l division w i l l  
cais is t  of a division chief assisted by specialists i.1 acj r ia~l twal  produc- 
tion, ayro-industrial developent, regional planning, public works, field 
coordination and evaluation. The administrative division, in addition to a 
division chief, w i l l  include a controller with one assistant, a contract 
specialist arid a general services officer. 20th divisions w i l l  have the 
secretarial and other support staff necessary to euecwte their assigned 
functicns. The key personnel of SDBT w i l l  be appointed by the Interminis- 
ter ial  Corrpnission. The appointment of the director, the tvo division chiefs 
and the remainder of the te?chnical staff w i l l  be subject to  the approval of 
AID; the project contains a Condition Precedent to disbursment to 
this effect. 

To help develop the hurran resources base of 1-h~ Secretariat, 
technical assistance ard training w i l l  be p r o g r m d .  bncj term tshirical 
assistance w i l l  include a regional planner for a  id of two years. In 
addition, 15 person mnths  of short-term TA w i l l  be provided in cr i t ica l  sk i l l  
areas such as tropical agricultural, project evalution and social science. 
Training w i l l  be limited to short term courses, ccmrplemented by s d n a r s  and 
wrkshops on matters related to regional planning for social and e c o n d c  
developnent . 

llhe base salaries of all SDBT personnel w i l l  be financed by 
C;OB counterpart funds. Project Loan funds w i l l  be used to su@errrent the 
salaries of key personnel to  assme that high quality professionals are hired 
for these positions. In addition, project funds w i l l  underwrite sane logis- 
tical support costs (e.g. procurement of 4 four-wheel drive vehicles, per 
diems, office rental, gasoline, etc. 1 a d  training for Secretariar: staff . 
Details of project and GOB financing for SDBT appear in Section I V .  0. - 
Project Financing. (see Chart 5 for  Organizational Stn?Yxre of the 
Secretariat) . 

6. Alternative Project Administratinn Fbdels 

Belaw are descriptiorsof three administration models tha t  were 
considered before deciding on the approach (SDBr as a central coordinating 
role) that w i l l  be issued to implement this  project. 

a. MAS1 Model - This schemq propsed by the team which made 
recarrrendations for the Chapare in 1979, envisaged the establishment of an 
Area Developnent Authority which would be responsible for pLzm;ing, financing, 
servicing and mnitoring a l l  dwdapnent activitiec iil the Chaparz. Project 
implementation was to be cazka out by line agsrcies through project agree- 
m t s  w i t h  the Authority, or  via contracts with private f inns. This plan 
also envisaged the establiSment of vertically integrated, public sector 
corpratiom. These corporations were to be sponsored by the Authority and 
undertake the entFre gamut of production, processing, and marketing activi- 
ties for specific Qlapi~e  crops. Lmg-range plans, project schedules and 
annual budget proposals of the Authority w e r e  to be subject TS the review arPd 
approval. of a Control Council established sinnrZtanmusly w i t h  the Authority. 



In  addition to not providing a clear linkage t o  coca control 
efforts or to higher nationaJ authorities, the drawbacks of this &el are 
that la) it would reqyire t h e  inmediate apphtment of mre high level. mana- 
gerial Went then the GOB could and (b) ' it would rely on the creation 
of mre state-swned corprz~tions, which the GOB can ill afford and roore likely 
than riot would doan the project to failure. 

b. PRODES Model - Under this format, initially proposed by 
PRODES, PRODES would'take the lead in  planning, fjnanciry and, i n  roost 
instances, implerrrenting discrete projects. In cases where PRODES lacked 
spe i f ic  inplems,ntation capability, or could not contract to obtain it, it 
would sign agreements with line ministries and/or private sector entities. 

!X'his type of arrangement wauld r d y  much too heavily on a 
sing1.e institution t o  carry out a multi-facated pr~ject,  and exclude key 
mti?zies such as CORDECO from playing the roles they should in  the project. 
It &so would not provide the desired linkage to high level national authori- 
ties. 

c. CDUECXl Leadership W e 1  - This strategy, suggested by 
COHDIXO, wuld have as its centerpiece the Carmittee for Agricilture Plan- 
ning and Coordination (CC@LPI=O) which already exists on paper. Under the 
j u i~d ic t ion  of CORDECO, COFUCO would carny out the planning and coordina- 
tion of develapment activities in the Chapare. Through it, PRODES, along 
w i t h  JBTA, MACA, SNC and sindicato federatbns wuld be afforded a role in 
the design and inplemntatim of Chapare projects. Tne &. dzwhack of this 
plan is that C1OPLAL=O1s activities are limited to the auricultural sector, 
thus it auld  not coordinate the maLtisectoria1 prcgr& planned 
Chawre. In addition, the private sector would not be included 
pla'nrlktg; CORDEm 
effort; and, otce 
effort nor to the 

is not strong enough to spearhead the Chapare 
again, sere wauld neither be linkages W the 
nationdl Level of werrmmt. 

for the 
in mapare 
developlent 
control 



A canplete description of the project b m f i c i a r i e s  appears 
in Section 11, B. The following is a d i s cus ion  of the principal potential 
socia l  constraints that must be overccme to assure successful project Fmple- 
mentation. 

2. Potential Canstraints - 
a. Risk Behavior 

The first socia l  constraint is concerned w i t h  the risk 
behavicr o f  the participating E;umers. Adopt.on of ned techmlogies (e.g. 
modifications of existing farrniq systems) is hindered or &iced by the 
r i s k  management csnduct of the intended benef,Lciaries. To the exter~t that 
they are risk adverse the adoption process is retarded. Conversely, to the 
deyree that they are risk takers the probabilities for accepting innmation 
are increased. 

Fanners in th6 Chapare can be characterized as apprtu- 
nitists yet measxed risk takers. They asstme risk but they do so in such 
a way so as to minimize the possibility of:' lass. However, by minbniziag the 
potential loss, they also reduce the possl.bla gain. I n  a phrase, the Qlapjxe 
farmers d@al with lmcmzddty by "hedginf3 bEi!ts". 

In tM.s w e ,  risk behavier can the part of Chapare farmers 
ones into play w i t h  regard ta the potmtiaS i n m  loss &an a reduction i n  
the a u n t  of coca planted. Frm the perspcxtive of the faxners, coca one 
mre of a series of inace generating activities-- one mre way tonspread out" 
the r isk of a te~nmus ecomnic situatim. They are involved in it because it 



prwidea a good m d c  return. Hwever, i f  the r i s k  related tx~ producing 
the crop were to rise or  i f  the revenue it generated were to f a l l  significant- 
ly, their s t r a w  of "hedging betstt would cane into play and lead them to 
seek mney generating alternatives. Recent history at tests  to this behavior- 
i a l  pattern. A control intervention carried out i n  the Chapare i n  1981 caused 
a sh;rp decline i n  the price of coca, Eran $b.7,000 to Sb.500 for a 125 Ibs. 
bunclla. While the depressed price lasted oniy three mnths, during this 
period, IEEA and ather devebpnent organizations working in the Chapare were 
besieged w i t h  ::equests fran farn~~s  for plant materials arid technical assist- 
ance related to  other crops. Accordingly, i f  the control proqram is success- 
fu l  i n  depressing the price of coca and keeping it a t  a lcw level and increas- 
ing the r isk to growing illegal amunts of the plants, the opprtunism and 
"hedge bettingt' mntal i ty  which mtivates Chapare Zanrers in  econdc matters 
w i l l  cause than to gravitate tmard alternative crops. 

b. Linkaqe between Fanners and Industries 

A seoord potential social constraint i s  ths Linkage u 
between the farmers and the private sector businessmen with regard to the CR 

agroindustiral sub-pro jects. Each group cam8 frcm a -t of m w  
and in  addition ta considerable 'mutual i ance, these is evidence of -muthal 

- .... r distrust--and plrecedents of a- . --.--- exp - tauon- - - 
The problem is m e  of structuring the relationship in such 

a way so as to protect the farmers fan q l o l t a t i o n  a t  the hands of the 
irdustrialists, wha ere clearly in a supetfor position in terms of ~~c 
and poU.tical inflmce and pawet, while simultaneously guaranteeing the 

- 
industries w i t h  timely delivery of prcduce in the raqwlr:ed quantities and 
qualities. The strategy used in the project to achieve tAis end wiU.be to 
organize farmers into producer organhations to service each agroindusfzy. 
The OrganFZations (ooaperatives, associations) w i l l  negotiate contracts w i t h  
the industry mcerning the terins for provision of carmoilties to the h.dw- 
tries and paymat to the farmers. The contracts will. be le-y binding and 
enforceable by Bolivian Civil authorities, The project o r i l l  provide, through 
FENACRE, technical assistanoe to the farmers .in organizing groups and 
negWAating w i t h  the m e s .  

The description of the project beneficiaries (see ~e'ction 
11, B, 3) Fndicates that because the chapzre is a fwntirz area and because 
mst of the residents are recent inmigrants fran diverse regions of Bolivia, 
the sense of amunity in the region is extremly uderdeveloped. Beyond the 
nuclear family the daninant eypes of social relationships are loose netwwks 
of Umt.duals  who join together to'achieve a specific pnnrpose. t4xt often, 
the ends ,are tangible and their realization is imnediate. Or1cs the o b j d v e  is 
gained the! union disbands arid there w no lingering socia?, reqnns ib i l i t ies  
amng the irdividuals invlolved. Subsequently new coalitians, with new groups 
of peaple are formed to achieve other objectives of camnn interests to the 
participants. 



TI-B project requkes, especially w i t h  regard b the 
agxoindustry deve?apwnt/markoting c m p n e r ~ t ,  that Chapre fiannars 
organize into groups to ef fLct: successful implemntation. The strategy 
to achieve this and w i l l  be to structure the fanners groups i n  a  way that 
is canpatible with the f lu id  socia l  structure of the region. Accordingly, 
the groups w i l l  be organized for  a sljecific purpose--viz. production £or an 
awoindus+rv suppr ted by the project. The benefit  (paymnt fo r  produce) 
w i l l  be tangible and realizable i n  a relat ively short  time frame. The 
milbers of the group will have considexable voice i n  detemining the £om 
(mpera t i ve ,  azsociations, etc. ) that the organization takes as w e l l  as 
the responsibil i t ies  of the members to the organization and vice versa. 
Finallly, participation i n  a producers group w i U  obligate the meinkrs to 
interact  only to achieve the objective for  which the group exists, viz. 
participation i n  an agroinciustrial endeavor, Creation of any social t i e s  
or  responsibil i t ies  i n  addition ta this w i l l  te a t  the discret ion on the 
members. 



V I  . PROJECT LVLMNTATION ARRANGEMENTS 

3. &lo and Fkaponsihilities of U S A m  

The pmject will k e  managed by a designated project 
manager in the Office of Rural Bvelopmt JRDD) of USAIDJBollvia who 
w i l l  be responsible for mnitoring the progress of inputs and pro-joct 
activities. rtre project manager w i l l  wak closely with the SlBT, ETA, 
FENACRE and other executing agencies to: assure cclmpliance w i t h  the 
tRnns and mnditions of the Project Ag=eemmt, verify tha t  praper pro- 
cedures are follocced for all p r o a m m n t ,  contracting and rana$ewnt, 
zvld help solve any hpl~l l~ l ta tz ion  problms or project issws t h a t  arise. 

A Missiori project. cumittee canposed 0'2 fke pmject 
manager and representatives af other Mission offices w i l l  review project 
status m t h l y ,  idtmfffy potential problems in inplanentation, develop 
appropriate s 0 1 ~ o 4 n s  and prepare a mmthly status report. 

2, mle of the secretariat for the Developnent of the 

wLU. be a a t r a l l z e d  and automamu m c y  of 
the MPC that w i l l  be responsible for amrseehg and coordinating the 
inpM31tatfm of project activities apprmed by the 1ntenninl.sterial 
Cbmlssicm (-:IIV.C,). It will prepare  semi-annual operating plans 
and budgets, l n  wrdination with each of the exlearting agencies, for 
presentam ta the Oanmission and USAXD. 

SCllTll wiJJ. also be charged w i t h  coardimting with the 
principal project irrpkmznting agende3 a U  pro jec t - f i aM pmcuremnt ,  
Muding T.A., tsm cS reference, cmncdity bidding documme, and . These tasks w i l l  be c i~nied  out i n  close c~aperaticm w i t h  
the e e m t i n g  agencies mqxking such pmmramts. 

Finally, SDBT will pmmte small business develapoent 
in, the Qtapare, contract for e c e s  to carry out studies relative to 
t h  feasibility of such enterprises, and act as a clearing house for 
marketing inf01~112~tian relative to &apare in--atrrwt opportunities. 



B. I m p l m t a t i o n  Period 

h f i veyea r  implementation period is proposed for  A.I.D.par- 
t i d p a t i o n  in this project. Hawever, it is expc ted  that to accomplish 
the objective of a reduced dependence on c o c a a s  the major source of 
faxmer incam wi1.b require ten years o r  mxe. Equiprrent purchases and 
dsldvery should be q l e t e d  within &'o years. Participation of long- 
t e rm and short-term technical e w t s  will be phased over the Life of the 
project t o  coincide w i t h  the inplanentation of d iscre te  ac t iv i t i es .  

C, fmplem~tat ion Plan 

The following is a chronological l i s t i n g  of the e p c t e d  
project actions to be Wen by *e U S A D  and the implementing en t i t i es .  

Date Activity 

- Coca Control Plan approved and signed by GOB and USG. 

Septgnber - Project Agreerent signed. 

October - lhplanentation Letter No.1 issued explaining hcw to fulfill 
I I 

in i t ia l  Corditions Precedent (8s) . I 

J%mgnber - Enabling legislation passed by Bolivian Congress. 

.. Coca Control Plan approved by Bolivian Congress.. 

- Initial  6s- met kluding:  

. Siyned a-t between the OOB and the USG on coca 
i30ntrol. . Executive Secretariat (SDEIT) established and f-g 
provided by OOB. . Dixeclsr of SDlJT appointed. . SDm axe staff employed ard located in Cochabanrba. 

- In-qlanesltation letter issued explaining procur-t pro- 
cedures, pari passu system, disbursement regulations and 
accounting systm. 

Decgnber - SDBT transfers nursery faci l i t ies  ta IBTA. 

- PIO/C issued for pmcmmmt agent. 

- A. I. D . issues P1O/Ts (UTA) for Regiod.  Developent 
specidlist and Agrtbusiness Develapnent/Marketing 
Specialist to assist SDEIT. 

- Praposals for 2 large scale agmindustries projects (citrus 
am3 swine) received and reviewed by BCB and USAIO/~olivi.a. 



Date - 
- IHJR nama~ technical and adminisb~t i~ staff after 

w h i c h  A.I.D. issuss PIOfls for shart-bm techn;tcal 
assistance to GQB for devswmt of o p e r a f f d  plan 
far research, extension and tmin.ing activities. 

- Detailed w m d i t y  procurertrent plan carpleted. 

- PIOfls for ST SDBT marketing advisor and public works 
qecialist developed and is& by Mission, 

- PIOfls far LX cocperatiw/credit &sor for FE2lXRE 
developed and issued by Mission. 

Plan 



- On-sWxkm research trials started. 

- FENACRE LT credit/coaperative devalopnent specialist hired. 

rnbmal~ - - IBlZ paraprofessional assistants (32) recrdted and initial 
-9 begins* 

- PIO/C for mTA radio equipnent issued by YIss ian .  

- Citrus and wine agroindustry m k p r o j e  begin. 

March - - Bank of ~~ opens branch office i r ~  W l a  
14 de -. 

- 9tm of f i v e  new nurseries established. 



- Con structim on BTA-sponsored vrxational, sckool facilities 
starts. 

- QmiLf.t fir& for Lane-sale agrabwiness enterprises ' 

disbwsed. 

- Farmr field day training in agmforestry conducted. 

- IETA long-term tropical mops gpecialist, agro-forestry 
speciallt and farm plannhlg qecialist hired. 

- Vbrk on ~qyradhg tm ETA research facilities in the 
Qlapacre started. 

- In-~~tfiu:'kq short:-term t raining In cooperative marketing 
for E'DlXTE technicians keglns. 

- Credlt funds to small-scale agrnbusiness enterprises in 
ths Qlapare disbur:& (2 activities). 

- Short- tr&nhg in project rmnitorlng for slm tech- 
nicians slarts. 

- ~~c 8-s on easlcgical charactezis'tics affect- 
ing soils and crop conditions in MRs 3 and. 7 started. 

- rrrr;A Imlg-tem Animal Psoduction S p e c ~ s t  and So13 Manage- 
mt specidlist hired, 

- Work begins on ComtrwKon of tsm Federatian Ccrmaaulty 
CMtexs. 

- Farrrrer field day training in tropical agricultural farm- 
ing pracuces ccmhckd. 

- Che of three r m a h h g  nurseries established. 



!!sEsY 
- Construction work on tm IBCjA sib-stations q l e t e d .  

- Short-term training in farm managemnt techniques for 
technicians s&irts. 

- Short-tsrm training in tropical farming systems for IBZA 
paraprr)fessioxlaJ. starts. 

-, Technical transfer infomation messages (400) relative 
to tropical agriculture produced and diffused. 

- Work cn upgrading three IBTA research facilities in the 
Chapare a q l e  a. 

- !lM new fannar associations i n  the Chapare established 
and fiackioning. 

- cauimctlon of Camaarlty Centers campleted. 

- Wagnostic studies for MRs 3 end 7 caoplew. 
.-. - &mining ll extensionisis and 32 paraprofessicnals hired; 

remaining 3. l  extensim teams f0911Jd. 

- Ttm remafning lBTA nurseries established.. 

- Mseaxh work on coffee and barmboo started. 

- Diagnostic studies started in MEls 5 and 9. 

- Diagnostic studies sizirted in MRs 4, 6 and 8. 

- Ihprted mhxcycles and vehicles arrive. 

- Short4enn technical assistance in agribusiness pramtion 
for SDlET arrives. 

- Diagnostic studies for MRs 5 and 9 canpleted. 



Date - m1Vity 

- Fannsr field day on training in pest mgermnt conducted. 

- Tkichnological packages (2) relative to tiwpi&l agriculkur- . 
a1 crop production developed and disseminated by IIMTA. 

- Dmrptrudw and house trailers arrive. 

December - hrojeck evaluation, including progress made relative to 
coca contml efforts, conducted. 

-. N l  extension program in opraticn.  

-- Diagnostic studies for MRs 4, 6 and 7 canpleted, 

*- Short-tenn technical assistan- in animal production for 
Ism anives. 

- Short-tezm training in a n b l  husbandry for IBTA technicians 
starts. 

- Short-tePn technical as~ista-ice in project administration 
for mm! arrives. 

- Shart-tean 'technical assistance in regional planning, for 
SDlEnr te&cians starts. 

- ~armer f ie ld day training in anlmdl, husbmbdry conducted. 

- paraprofessid. assistants (13) recru%ted and initial 
-g begins* 

- Short-ten!. technical assistance in cemnunity organizations 
for F1WRE arrives. 

- Shart-term training in  d l  farmer credit for ETNXEIE Wins. 



Date - Activity 

Work on upgrading remaFning IBTA research facility begins. 

Technical transfer infomati a? messages (700) prcduced 
and diffused. 

F P ! ~  field day training in animal production conducted. 

Credit funds far mil.1-scale enter~rises disbursed (2 act i~Ues) -  

Ung-term training for three lBTA technicians in tropical 
agricultwe starts omseas. 

Parapmfession.ai training sessions (4 ) carried out. 

Short-tenn ZA in tropical agriculture and soils ma~gemmt 
for XBlR arrives. 

Technical packages (3) on p l t q  production and farm 
-t developd and disseminated by IBTA. 

Chapare farmr associatiom (2) e -Ushed and fuacKoning. 
. . 

shoe-term IIA in marketing for FmAcRE arrives. 

--term training in agrhiness p-an starts* 

Annudt evaluation, inclw%ng progress made in implemnting 
the COlB aka mtrol plan, amdwted. 

- Fanrer f ie ld  day training in farm planning and post-hamest 
losses conductea* 

February - Sh*-tenn technical &asistanc=e 
IBTA arrives. 

in soil managermt for 

- Short-tean training in 
technicians. 

- short-term ?a in nnal 
arrives. 

savings xrobilization for ETNK!RE 

rural savings mbilization provided - Short-term training in 
EmwRE technicians. 



Date 

March - - Short-term TA in tropical agriculture for SDBT arrives. 

April - Short-term TA cooperative management for FENPm arrives. 

- Technical packages (5)  on swlne production developd ar.d 
disseminated by TSTA, 

- Chapare farxrer association (1) established and functioning. 

- Short-term training in cooperative adrnhlstxation provided 
FENKRE technicians ant! cooperative rrmgers. 

June - - Faxmr f ie ld day training in forest: managerrent conducted. - Short-term TA in pasture managmmt for IBTA arrives. 

- Paraprofessional traFning sessiorls (4)  carried out. 

- Short-tenn Ti!& in fam association organization for FENP13RE 
&-8. 

- Rnrt-term training in cooperative education for FENPCRE. 

- &xt-tenn t.lcaLnPag in mzuht pramtion pmvidsd S#BT 
technicians. 

- Umg-tenn training in txapical agriculture for three IBTA 
technicias cenpleted. 

- flechnid. transfer infomffon messages (900) produced and 
diffused. 

Septenhx - Farm?r field day t+hfng in animal productdm conducted. 

- Short-term ?!A in farm planning for fFllA arrives. 

- Short-texm training in extension provided EflA bxhicians. 



Date - 
- Technical padcaps (4)  on farmer as.sociations and ccoper- 

atiwu developecl and disseninated by 

- Short-term TA in project evaluation for SDBT arrives. 

- Short-t.Rnn training in prcrjsrct budcjeting provided SDEKC 
technicians. 

-- ~nrnuaJ. evaluation, including progress achieved in inplement- 
ing COB ccca control plan, conducted. 

- F a m r  f i e l d  day training In farm fianacjamnt imnducted. 

- Chapare fapner association (1) established and functio~utng. 

- Short-term TA in aquPCUlture and aviculture for IBDi arrives. 

- Technical packages ( 5 )  cm agriculture and aviculture devel- 
aped and disseminated by ETA. 

- Faaner field day training In crop managercent amduckd. 

- Short-te;nn TA in axfmal nutrition f o r  IBTA arrives. 

- paraprofessional training sessions (3) bed out- 

- Short-term TB in agricultural cwpexaffve developrent f o r  
E'ENgRE, arrives. - a&t funds fdr small scale enterprises disbursed (2 activities). 

- packages (4) on tropical agriculture develaped 
and disseminated by IEA. 

- &ng'-tern training in crap @uctim for three BTA tech- 
nicians ccmpleted. 

'r*echn& +mfe .r  information n-essaqes (1200) produced and 
diffused. 



& s ! G Y  
Farmr f ie ld day training i n  tropical agriculture concluM. 

Short-tan TA i n  tropical crop ecology for JBTA arrives. 

Short-term training ln  animal production provided IlYA 
technicians. 

Short-term IIA i n  awpaative accounting s y s t e m  for FENACRE 
arrives* 

Short-term training in general coopratrive administration 
provided cooperative manaqers. 

Annual evaluation, includhg prcgress mile in implerrenting 
COB coca cantroL plan, conducCced. 

f ield day training "in qtmforestry systems &r,rdu&ed. . . . - -  

 lapa are fanner association (1) - .. sstabllshed and functioning. 
-.. 

Short-tam ?a in fore st ma~gemmt for fPna arrives. February- 
Shcmt-tem training in animal production provided IBXA tech- 
nicians. 

for fsTA arrives. 

Tedarical tzwsfex infomation messages (1200) produced 
and diffused. 

Parapmfassioml training sessions (3) carried out. 

field day ixainhg 

Short-term TA in cmgemti. ectensian for FENACRE arrives. 

Credit  fbds far small scale enterprises di-sed ( 1 activity) . 
r 



June - - Ti?ch.cal packages ( 4 )  on agroforestry m m a g m n t  and crop- 
p:Lng systems doveloped a d  d i s s d n a t e d  by IBTA. 

August - F : h l  evaluation, including an examination of the COB'S 
axa control. efforts in the Ckpare ,  conducted, 

D . ~ l e r r e n t a t i o n  Procedures 

Ils Lldicated in Section N . D . 2 .  Project Accour,ting and Disburse- 
m e n t  System, the MissS.on has designed a =mgr&msive project implerrmtation 
strategy. The accounting snd disbursanent. scheme d s a - i b e d  in Section IV.D.2. 
is a part of ths avexall .system which requires, in addition to the quarterly 
M g e t  and disbursement process, a carrprehensive budget for the W e  of tbo 
project tied to the estimated quarterly disbursements. T b i ~  h t f i p t  is to be 
revised orice a y e a r ,  or mare often if necessary, tn retlect the changes that 
occur in this as, in any dynamic project. 'RE parly revised overall Wget 
then w i l l  be-: the guide for the quarterly budgets for the follcrwing imple- 
mentation year. 

TTm fhmcial nqmrthg strategy is designed to pravi.de datn for 
disbursanents ard hrniab a mnprehens;ive financial =ess reporting systen 
that w i l l  &tar the prop339 of the project by cenponent and by budget line 
item fa A.I.D., GOB and Private Sectar contributions. 

Tlra implementation systen also fequires a pmcwamt plan which 
w i l l  hare sufficient data1 ta indicate when, what nndl by whem ~#ocurenmt, 
actions axe to ha taken. This plan is to be developed jointly by t k  SDBT 
arwl rUsaID/Boliviac 

X t  is that, because of the caplexLty of the project: 
d the ammdity pr&~:fiw.nt recphmmts of the various participating enti- 
ties, USAlD/BoUvia w i U  antract directly w i t h  a pmxmmmt agent for the 
devekpmnt of the final specificaeim of cmmdities to bo auipired and 
for their procmment. This will, overame possi.ble delays aFr=cibut&le to L 

c~unterpart  organization deficiencies in procuranmt that have histosicaUy 
been expexiancEd in Bolivia. 

= 

b Similar to cfnmtqm p3xxxnXm-t f a  cxfmdid~,  the ax has 
a denrmstraW Limited to execute -enwit of tecMeal services 

atouad. ~krefore, tk hission win &+act direct iy  tectmi~al as- 
sistance provided fran sources outs ib  Bolivia. Pxmxrmen* of technical as- 
sistance fran w i t h i n  Bolivia w i l l  be affected by the mcprating entity. 



E. Evaluation Plan 

1. General 

'me evaluation plan is designed to examine act ivi t ies  at twcj 
dist inct  yet  related levels: 1) achlevamnt: of project puqase,  and 2) 
implema~tation of the coca control program. The evaluations w i l l  be c m i d  

, out on a y w l y  basis throqhout the l i f e  of the project beginning one yeax 
af te r  GOB canpliance with the CondiUons Precedent to in i t i a l  disbursement. 

4 In comblnzrtion with p r o j e ~ t  mnitoring act ivi t ies ,  the ye~vly evaluations 
w i l l  measure prcgress on both detelopnent: and control fronts an3 provide the 
basis fcr making mid-course corrections .in the design of project elements. 

The evaluation un i t  within SDBT w i l l  be responsible for collect- 
ing and analyzing the data required fc-: m s d n g  progress toward achievement 
or' pm ject purpose. NCDS will coordinate the gathering of data t c  gauge 
prcyress of the control program. This unit w i l l  be respansible for establish- 
ing and managing a system that will facilitate the storage, retrieval ivld 
m21vsis of these data. Project fund and tet=hnical expertise w i l l  be 
prcvided to SDBT to assist Fn designing the ,information qysta.  FFnnlly, .the 
SDBT evaluation uni t  w i l l ,  be assisted in carryfr,g out the yearly reviews by 
USAlD/Bolivia~s PD&I off ice, pexsonnel fran the MACA, the Coca Cxintrol Program 
and EdbLin and U.S. consultants as needed. 

The data requixanents for the evaluation exrscise are divided 
into three types: 

a. Baseline Data 

M a t e  baseline data on the social ant1 e c o d c  status of 
the target popuSation will be ~lecessaxy to gauge the effects of the projqct 
on the beneficiaries and masure progress in the reductim~ of coca hectszeage* 
Sane of this infomtian is already available in MKA. Ih )a tn  that is la&ng 
w i l l  be collected early in, project hp l enmtn t i on  thro~qh use of the Area 
Sample Frame method. 

Baseline data on the financial status of the participating 
agroindustries also w i l l  be required to trwmre t l e  impact cf the project on 
these fixns. For the four firms participating in the Project., this inform- 
ticm (e. g, balance sheets and financial statenentsl ?ms obtained while design- 
i r q  the project. These data w i l l  be ccmpared *a sirrUar information in 
future years ts detemine imparst of the intervention the private firms. 
A n  identical prccess of canparing baseline financial status with financial 

* E d d i t i a n a l  infoxnation it- t o  masue s s e s s  of the c:ontrol program 
are found in Section 11. C. 



data during the course of the 
project on the firms involved 

project w i l l  be used ta judge impact of the 
in the small-medium scale activities. 

b. Survey Data 

The Area S q l e  Frams will provide the framework for collect- 
ing benchmark statistics to measure the impact of project activities on the 
recipient fann population at  interrals duFng the l i f e  of the project . 
Included among the data item to be measured axe: 

receptiviry of beneficiaries to technicdl interventions 
yield levels of crops 
livestock herd sizes 
production credit dmmd 
types of crops cultivated 
degree of change £run original cropping qstems 
in- 
living conditions 
numbsx of fatmer organizations formed 
leveL of pazticipation by individuals in former 
organizer~o~ls 
attihdes concernhg permmeme in the Qzapare 
degree of change in locus of investment (i.6. within 
the Chapare or elsewhere) 
deglee of campesino imrolvement in mmgement of 
a g r o w u t n r  

c. Project Data 

These t y j j  of data include finmcial apadihrres,  project 
acquisitions, and physical outputs (e.g. number of representative/demnstta- 
tion farms established, nmber of field days carried out, m u n t  of produe- 
tian and markem credit disbursed, etc. ) . Financial data w i l l  be obtained 
from the accountiq unit  of the a3B organizations hmlved in project imple- 
mentation on a regular (quarter1y) basis. Informtion Qn physical inputs, 
outputs, and s- of the imnediate effects wi l l ,  be obtained through the 
infop~ticm system established within SDBT with data inputs provided by field 
technicians fran the executing entities (e.g. IBm, F2BACRE, 1CIps, CODECO). 
The availabiliq? of these data will allow ccmpariscu? of actual input activi- 
ties and output w i t h  the project implemen.t;ation plan. Funds b carry out the 
evaluations of both control and developnent activities w i l l  be furnished by 
m. 



Area 
Settled 

ANNEX A, EXImIT 1 

Chapare Lard Use 

Dixecttjd 

Spontaneous 

Area 
Cultivated 

(ha) 

69,880 

76,840 

Average 
Cultivated 

Area 
Per Farm 

Source: M I ,  1979. 

Area in 
Fallow 
(ha) 

Area in 
Forest: 
(ha) 



Type of Colony 

DISmZIBVTICN OF U3TD AND LAND AREA FOR DIREXTED AND 

SPCNPANMI;s COLCUIm1cN AREPS OF TEE c m . P d  

span-'= 

semi-directed 

D i r e c t e d  

Rrrbar of 
Colonies 

XWhr of 
Parcels 

Source: MASI, 1979. 



m m  A, EXHIBIT 3 

N u r b r  of Area (ha) Production Yield 
Crops Farms in , in 

6 e t e l o p q t  prolucticn Total 
1 

i9nnUal.s 

Rice 7,688 
!fka 8,303 
Corn 3 , 971 
Peanuts 1,640 
Watermelon 126 
TaK> 2,198 
TaMto 73 
Other 2,460 

Ctranges 
Linres 
Mandarin 
&ape fruit ~~ 
- w  
papaya 
Ruhber 
Coffee 
Cacao 
Avccado 

Totals 48,503 9,135 21,761 30,896 

Source: EXDE3 - MKh. 1982. 

1982 sschates of coca area is judged to. be be- 35,000 - 37,000 hectares 
(Guerra mcado, 1982). ,. . 
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Project T i t l e  and Number: Chapare Regional Developaent 

Life of Project: Proa FS83 t o  FP88 
CS F~ding:14.4 .iillioa 
Ih t e  Prepared: May 22.198 

NARRATIVE SmQUiRY OBJl3CTnmY VEBIPIABLE INDICAMBS 

Goal: To stiPulaEe baenced Measurement of Goal Achievemmt: - 
economic development ahd an a. Inco~e of Chapare residznts a. Evaluations of various c o a  

ponents of Chapare project. 
a .  Price incentives fo r  f a d s  and 

non-edible forestry pr&ztion 
continue t o  bo favorable. 

b. General economic conditions in 
the country v i l l  improve. 

enhanced standard of l i v ing  equals the  median f o r  Bolivia 
in the Chapare rfgion result-  by 1988. 
ing from a mixture of b. Increased production of aon- 
p lb l ic  and private sec tor  coca crops. 
part icipation,  a diversi-  
f ied  economic base and c. Increased production of aon- 
-re equitable +come dfs- coca crops and livestock. 
tribution. 

Data, repor ts  and special  
s tudies  in i t i a t ed  by SDBT and 
t h e  WC's policy unit .  

c. Survey of f a rn fami l i e s .  c. Chronic po l i t i ca l  ins tabi l i ty  
vill -1iorat-e. 

d. W s t i c  and internationdl oarkezs 
f o r  cash crops viu contiaue t o  
develop. 

d. GOB records and census. 

e. Account data of the BCB and 
the  I C I s  involved in the 
project. 

Conditions tha t  .vill indica te  
purpose has be& mchieved: mPS 
1. Agr i cu l tu re  'md Forestry Pro- 

duction: . .- - 
a. Research.'& Extension j 

-An applied agr icul tura l  
research and extension capa- 
c i t y  (i.e.IBTa) established 
in the  Chapare t o  pr-te 
improv-nts in production 

Project Purpose: To 
modify.and improve t h e  

Key Assmptions: 

agr icul tura l  and , fores t ry  
production system of 
farmere in the  Chapare t o  
respond b e t t e r  t4  diverse, 
profi table marketing oppor- 

.-Capability and vil l+sgness 
of th2 GOB t o  support a sus-ined 
dtpclopment and n a r c o t k s  control 
e f for t .  

-The existence of an untapped agri- 
cul tura l  g r d  potential  ii~ *Ae 
Cbapare which is e l e  to a re- 
gional devefopent project of t h i s  
nature, 

-Chapare iarerers w i l l  be receptive 
t o  what the projezi ?.:s t o  offer. 

-Periodic evaluation of project 
components . 

-Final project  evaluation. 
+SAID/B Project  Manager's 
periodic s i t e  v i s i t s .  

-%egular repor ts  of P.A. 
t e a m  m e r s .  

-Yearly progress reports  from 
SDBT. 

-Minutes front in temat ional  
t ropica l  agr icul tura l  meetings. 

gy production m#els. 
i 

and diversif ied farring 
appropriate f o r  t h e  Chapare. 

- -. 
-Complementary pr iva te  sec tor  

- . A .  . research and extension system . . .. . in place. 
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-Available and dif  fusion of .. . 
agr icul tura l  and fores t ry  
technical packages t o  i q r w e  
the  agro-forestry prodnction 
of m a l l  farmers in the  

Ih mere  or proloriged ~luthcr 
o r  other mvimmmzntal c w d i t i n n j  
ocmr which a f f ec t  agricultural  
production. 

Chapare established. -Infrastructure projects  planned 

-System f o r  responding to 
suply-denand relat ionships 
between production and 
aarketing in place. 

f o r  t he  Cbapare, both those per- 
taining t o  U ~ / B o l i v i a ' s  f rozar 
loans and those of other dowrs 
w i l l  be carried oat. 

b. Agricultural C r d i t  
: -Credi t  lending in~it j t tzt ion b.-cia1 baPL c o n t h e  to be 

-A self-sustaining c red i t  records. . interested in d e v e l o m t  lend- - 
system which includes real- ing - 
istic in te re s t  r a t e s  f o r  - Yearly progrsess reports  f ran 
both short  and rediubterm SDBT . 
credi t  a s  w e l l  a s  savings 
mbi l i za t ion  in place. 

2. Agribusiness D e v e l o p ~ ~ ~ ~ t :  

- An information clearing house 
f o r  locsl /regional  m r k e t s  
establ+ed. 

- Procedures f o r  identifying. 
tes t ing  the  f e a s f b i l i t y  and 
financing both la rge  and 
sazll sca le  agro-industry 
project  f o r  t he  Chapare in 
place. 

- Commodity processing and market- 
ing systems established. 

3. Project Administration: 

2. Periodic evaluation of projzct  2. -The incentives f o r  inmtreni 

-Pipal project  evaluation. 

-USAID/B Project  Eanager's 
periodic s i t e  v i s i t s .  

established by this project a r e  
df lc ient  t o  encourage f irns to 
mter the ecsnorg. 

-Yearly progresa reports  from 
SDBT. 

-Credit lmding h s t l t u t i a r u '  
records. 

-Private Sector en t i t i e s '  mrket-  
ing reports. 

3. P e r w i c  evaluation of project 3. Ihe GO3 is w i l l i n g  and able to 
ccmponents. -.. irplemeat a sustained develop- 

ment e f f o r t s  of t h i s  nature. 



! - An organisation6l structure vlth - Final project waluatiaa. 
suff i c i m t  humn r e m r c e  base - USAIDIB Project Uanager's 
f o r  managing the  delivery of periodic site oFsl'i& 
inputs and coordinating w i t h  the 
co& control program ce tablished . - Reports of T.A. tear d e r s .  

- UShIbIB Oat ro l l e r ' s  records 
of psri passu performme. 

- Yearly progress reports from 
SDBT. 

4. Coca Reduction and Control: : 4- 4. . - Contrc 1 plan that  brings a b m t  . - NDCDS and other COB reports - Ihe Chapare coca control 
a reduction in the m t  of aud records. program w f l l  be effective 
i l l e g a l  coca produced. in reducing the  guaranty 

- An ins t i tu t ional  system t o  - Periodic evaluatirm of project. of coca produced legal 
diversify agricultural  produc- I d s .  
t l on  in the Cbapare while less- - me coca control program 
ening its dependence on coca a s  8 vlll reriaee tke p r i r e  of 
major income crop in place. coca and add a significant 

rist el-t t o  illegal 
production. 

- Fazrprs w i l l  accept incen- 
t ives  t o  r e e  coca pro- 
k t h .  
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1 

outputs: Magnitude of outputs: 

1. Agricultural A d  Forestry 1984 1965 1986 1987 1988 1. GOB stakes bodget p r o v i s h  f o r  
Production and provides f t s  contribution 

on a timely basis. 

a.Research L Extension 

- Professional iresearch- 
e r s  and es tens ionis ts  
hired and trained. 

- paraprof e s s i&a l s  hired 
and trained. 

- ~echnologica l  packages 
applicable t o  ecology 
and agro-forestry poten- 
t i a l  of Chapare develop- 
ed. 

- Model farms established 
throughout the region 
t o  serve a s  :raining 
and dewnstrat ion loca- 
t ions  f o r  fatmers and 
pa ra t echn ichy  . 

a. - Periodic evaluations of a. 
p r ~ j e c t  events. 

23 10 - - - - Regular reports  of 'Zb team - Research and extension personnel 
members. available and rrflling t o  wrk in 

prrject area. 
- 3 2 13 - - - USAIDfB Project Wanager's - Qualified camterpar ts  w i l l  be  

periodic s i t e  dsits. available t o  vork w i t h  technical - Final project  evaluation. a d d s o r s  . 

- Farmer f i e l d  days con- I 3 
ducted. 

- paraprofess+l t ra in-  4 
ing sessionalcarried out. 

1 
1 

- Techn ica l  advisors hired on a 
t h l y  basis. 

- Sufficient  number of Qapare 
farmers interested in besoaiug 
paraprof e s s M s .  

- S i d l  farmer's wil l ing t o  work . 
wlth IBIA extension agents. 



I 

Tech transfCr info* 400 700 900 12m ii2m 
at ion  messages produ- 
red an diffused. 

Research f a c i l i t i e s  a t  2 1 - - - 
3 IBTA s t a t ions  in the  
Chapare upgraded. 

Faraer associat ions (e. 2 2 1 1 1 
g. cooperatives) f o r  
producting in d i r ec t  
r d a t i o n  t o  process- . 
ing marketing ac t iv i -  
t i e s  i n  place. 

LBTA professional s t a f f  3 3 1 - - 
in receipt  of long-term 
training in t rop ica l  
agriculture, 

Technology t ransfer  - improved qual i ty  and quantity of 
system in place. extension services offered. 

b. Agricultural Credit  b. 

- Production/Enterprise 
loans made.: 5,758 1.500. 2.000 2.000 1.000 

- FENACRE c r e a i t  spe- 15 4 - - - 
c i a l i s t s  a* commu- 
n i t y  organiiat ion 
s p e c i a l i s t 4  hired and 
trafned. i - lo-service f raining 25 30 35 40 - 40 
conducted. f 

I 

- Short-term bourses 12 2 2 2 2 
carried outs 

- Bank brznc$ off i ce s  ssta- 1 - 1 - - 
blished in  fhe  Chapare. 

- TBTA records. 

b. 

- Financial i n s t i t u t ion  reports. 

- Beports of I A  tears h e r s .  

- Periodic project evaluations. 

- USAIDIB Project  &uager's 
periodic s i t e  visits. 

- SDBT yearly reports. 

- Final  project  evaluation. 

- Pesoorces f o r  loan cap i t a l  
beccae available as plarmed. 

- P a r e r s  receptive t o  d i -  
cations in the i r  farming 
systens. 

- 8hrkets exist f o r  enhanced - - 

product ion. 

- Suitable candidates avail- 
able. 

- Farrer supplies ulll be r a y  
available a t  reasanable prices. 



- Credit  and- savings - An eeetablikhd and w e l l  function- - ICI's f i n a n c b l  reports .  
associatioirs establish- ing f inancial  systen in d i c h  ICIS 
ed in the Chapare. and cooperatives provide credi t  

-. and generate sawlags mobilkation .- in the  reg-. 

- PENACRE expands its operations by - Rfstertce of 3 FEWACRE c red i t  -- 
adding three  new c r e d i t  uniohs. anions and Federation's c redi t  

f i l e s .  
- Improved in ter - ins t i tu t ional  coor- 

dination between extension serdces - Periodic eva lua t iw  reports. 
and f inancia l  ins t i tu t ions .  

a . - Financial i n s t i t u t ions  using pod-  ' - Financial i n s t i t u t ion  reports. 
t i v e  r ea l  i n t e re s t  r a t e s  f o r  both - 1  

loans and tzavings. 

- BC expands its Villa Rmari o f f i c e  - Existence nf 3 BC off i c e s  i n  the  
and adds tuo new bracches i n  the  Cbpare  and Bant'e f i l e s .  
Chapare. 

' Magnitude of Outputs: 
2. ~arketin~/~groinduatrial 

Development 1984 1985 1986 1987 1988 

- knanj f o r  production credi t  
remains high- 

- Savirtss mobiklzatioa I s  at-- 
t i v e  to Cbapare f arrers.  

- &tension and research e f fo r t s  
c rea te  credi t  demand. 

a.Large scale: a * * of 4 - - - - a. Periodic project  evaluations. a. Private entrepreneurs a- 
four la rge  scgle agroin- - Periodic visits of USCLIDiB Project  

ing t o  invest ia the -pare 
. dus t r l a l  pro j fc ts  function- ian be faznd. 

f 
tkaagrr. 

ing - - 
- Regional, net$-1 and - Existence of (a) plans and investors - Records of private sec tor  c-. - Credit w i l l  be available a s  

export demanq f o r  Chapare f o r  f d t  processing f ac i l i t y ,  dehy- - SDgl reports. P-4- . 
products expafided. - dration plant ,  hog fat tening operatian - --supply relationships 

1 - - and pa r t i c l e  board plant; (b) physfc- - P h i l  evaluation. 
- Key market inn; a1 f a c i l i t i e s ,  (c) output of adequate 

w i l l  be no w r s e  4 to  15 years 

overcome . -a hence than those c o n s m t i d y  
- . .  oolune and qual i ty  and (13) prof i tab lq  projected 3x1 feas ib i l i ry  rcpoas 

cash flow. 
! 

1 ' Farmers vfll be prepared t o  
par t ic ipa te  despite the  img- 
t e a  nature of certain i n ~ e 5 t -  
menta. 

1 
4 

2 
r , . - 





3. Project ~dmin i s t r a t ion  

a. Inter-ministerial committee a.-Establistinent of the  l ega l  bas is  a.- GOB leg is la t ion  and deczees. a.- existence of e t e  f n o  
established t o  provide ovqr- f o r  the Inter-ministerial c* cOS t o  carry out r-i- 
a l l  policy guidance t o  SDBT. m i t t = .  b i l j  ties. 

- 60B willingoem t o  du- 
take development effort of 
this nature. 

b. SDBT establistied and function- b.- Es tabl i sbei l t  of the  l ega l  b.- GOB legis la t ion  am? decrees. 5.- Sr i f i c i en t  GOB corster;rarts 
ing as overall  project  coor- bas is  fo r  SDBT. t o  d e q u a t w  s taf f  SDBT. 
dinating body. - Periodic project  waluatioos. 

- Establishnent of an adequately - T h d y  arrival of IA. 
s taf fed  executive and adminis- - USMD/B Project bnager'c: visits. 
t r a t i v e  s t ruc ture  t o  plan - , 

monitor mnd conrrcl tbe  iDtpl t  
mentation of the  Chapare project 
and exert  its leadership i n  tbe 
Chapare. 

- - - Vrllrngnebs of iqlemeut* 
- &ports of TA tern reebers. agencies t o  cooperrtc in 

e x e a t i n g  project. - Exadnation of budget and fiscal 
condition. 

- Authorization and appropriation - SCET reports. 
of operating funds t o  m e e t  i t a  
project  responeiblities. - GOB statistics. 

- Evidence of change occuring in 
the  Chapare as a r e su l t  of 
SDBT's project  coordinating role. 
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c.- IBTA funttio&g as overall c. A structure in place capable cf c.- Periodic project walnati ims.  c.- Sufficicrt 60B corrntcrptrtr 
research and extension b d y  deliverin& nev techno2ogi-s to to deqaatdy stdf USA. 

- serPing %he nfeds of Ch6p- 802 of mll/redium producers in - USAID/B Project Manager's 
re famers. the Chapare on a yearly basis visits. - Timely arrival of IA, 

by 1986, with an adoption rate 
- A staff of trained teck.:?:: of 601 

gy transfer techniclami wni 
administrator? of suf- 
ficient size to extend 3 2 .  

technologies to farmers in 
the Chapare., 

- P M  evaluation. - Bcv techoologicr are made 
available the 
life of rhe ? t o j e t .  

Inputs 
1. AID 

a. Loan Funds 

Agricultural aad Forestry 
Production - 
- Research and Extension 
Marketing/Agroindustrial 
Development. 
- Large-scde enterprises. 
- Small/medium-scale 
enterprieb . 

Project Adntnistration/ 
Institutio?. - SDBT . - IBTA 

Total loan 

Magnitude of Inpats 
1988 Total 1. n a n d  so~ntcrpk~t f d  are 

d i s k u s e d  as requird. 
6m md USAID 8CComting 
rccoias. 
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b. Grant 

1) BgricuLtural and-Forestry 
Production 
- IBTA 646 927 375 375 402 2.725 - FENACRE , 139 140 154 30 14 477 
- CORDECO , 110 110 - - - 220 

2) Institutional Development 
- SDBT 248 248 262 110 110 978 

Total Grant : 1,143 1425 791 515 526 4.400 - 
c.. Total AID 1 

2.AostCountry i 1984 1985 1986 1987 1988 Total 
- 

a. GOB (Agricultural and Forestry 352 132 131 132 125 872 
Production and Project Adminis- 
tration/Institutional Develop- 
ment) 

b. Title I11 O'ENt4CRE,-Fanmer Fe- 1,750 1,400 2,710 2.710 1.430 10.@00 
derationa ~~rikultural Pro- 
duction cred:i&$ and Farmer 
organization1 keting credit) 

c. Private Secto (Agricultural 9,610 528 328 327 198 10.391 
and Forestry 9 oduction. Ins- 
titutional ~e+lopment and 
Agribusinzss ploprsent/ 
Harket ing-CredCt) 



d. Tota l  Host Country 11,7$2 2.060 

Loan cootingencies (5%) 325 59 

Project  Tota l  19,672* 4733  

Includes $39,000 jn CY'83 
Project  funds, of. which 
$24,000 is counterpart  
funding . 

- , Although f inaxicing f o r  s m a l l /  
m e d i u m - s d e  en t e rp r i s e s  vill 
become ava i lab le  during t he  
f i r s t  two years  of t h e  
Project ,  such a c t i v i t i e s  v i l l  . 
be ca r r i ed  ou t  over t h e  l i f e  
of t he  p ro j ec t  a d  ind ica ted  
in2 .b .above .  2 - 
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B 

Y e a r  3 

(Figures in Thousands of b) 

Year 5 Y e a r  6 

Assets 

Current A s s e t s  
NomCurren t Assets 
Total Assets 

Liabilities 

Current Liabilities 
EJon-Current Liabilities 
Esuity 
Retainsd Earnings 
Gains LXle tn Revaluations 

B. INcaE ST- 

Revenues 

sales 
Sdle Qsts 
Gross Prof its 
Other Expenses 
Financial  Cost 
N e t  Inam? Before Taxes 
Taxes 
Net Iname A f t a  Taxes 

N e t  Incaw After Taxes 
Plus Depreciations and Armrtizatiow I 
Less Incremental Invesbent (1,500) 
Total Pbnetary Cash Flaw (1,500) 
Financial Internal Rate of Return (Increrrental Investmnt) 110 Percent , 

P i m r c i a l  Internal Rate of Return (mtal Investnrent 
" 'Minus Gains due to Revenues) - (6,188) 

Financial Internal Rate of Return 22 Percent 

D, FINANCIAL RATICE 
1. Efficiency Ratios 

a. Return on S a l e s  
Net 1nalne/Revm 

b. Return on 
i i m z s ! s w  

2. Debt rn Equity Ratio 
a. Total ~ i a b i l i t i e s ~ b l  Wtv 





A s s e t s  

Current Assets 
NoM3uTent Assets 

Total A s s e t s  

Liabilities 

Current Liabilities 
t4m-Cwr-t Liabilities 
Esuiw 
Retained Earning& 

Total Liabilities and Equity 

Revenues 

Sales 
Cost of Sales 
G r o s s  Profits 
Other Costs 
Finat~:iaL Costs 
Net Inccme 

L. " 

Pehre the 
NevIoan 

- 
2,167 - 
2,167 

- - 
2,167 - - 
9 Ir? -,-- 

.. . 
Awmx C, EX LIT 5 

S W I I R ~  

( F i g w e s  in Tkusads of Dollars) 

Net Inxrme 
Plus Depreciation 
Less Increnental Investnrrrt 1,900.0 
Total Wtary Cash Flow (1,900.0) 
Financial Internal Rate of Return 19 Percent 

FIN?UX!LAL RATIOS 

1. Efficiency Ratios 
a. Return an Sales 

Net InxneIRevenues 

c. Return on Assets 
Net Incx~mIAssets 

2. Debt to W i t y  Ratio 
a. Total LiabilitiesPlbtal EsuLty 
b. Current Asset./Current ~iabuties 

Year 1 

241.5 
2,879.2 

3,120.7 

472.5 
7%. 2 

2,167.0 
(310.0) 

3,120.7 

2,707.0 
1,875.0 
832.0 
462.0 
680.0 
(310.0) 

(319.0) 
'19.0 - 

(231.0) 

Year  2 Y u  3 Year 4 Year 5 Year 6 we. 
- 

Note: - a o o o r d L n g t o t h e C o n w i l t i n g F i n n - E n m i u r t a x e .  

I I . .  
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Cash FlaJ 

Y e a r 0  Y e a r 1  Y e a r 2  Y e a r 3  Y e a t 4  Y e a r 5  Y e a r 6  Yea 

Sensitivity h-Liyais 

&crease of 10% N e t  In- - 
Net Cash Flow 
Tnternal Rate cf &turn 

Decrease of 25% Net InoaTle 
Internal Rate of &turn 

Initial Investnrent inc1des 
tBnstruction Cost of P i g  per\; Water Supply ;. 
Septic tank; purchase of piglets ard 
Balance Feed; and Opera- and Start-up Oosts. 
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'Ib followFng am brief profiles of small.ltrsdium d e  agro- + 

industrial efforts that will be cclnsidered for eunding. As mar.tioned 
previously, feaslbillty stsrdies for these activi t ies n t l l  b carried out 
to detennFne their fhamial viability and positive ;Lmpar=t on Chapare 
fanners before they are funded. 

Beekeeping - Iianey and Beeswax Prcducti.on 

During th United pmduAicn phase, mty km. ,:a w i l l  be 
distributed to ten different farm families who Wiu lre(3eiv1~ training in 
ksekeeping. The cost of tl.rese beehiws will be paid wtth t b  
obtained in the experhmts ( p r ~ i ~ y  hmey and beeswax). In this 
phase, fann lennel data will be collected ccascerning insect behaviar, 
honey and beeswax yi-, d the mst appropriate materials and equip- 
ment far the region. 

Mter the successful canpletion of the limited production phase, 
the full production phase will begin. In thi3 phase, moclules, coslsisting 
of two beehives will be distribukd to participatirg fanms. The n u b r  
of p e r r t i c i ~ t s ,  with 20 beehimst @uaUy fran 100 in 
the first year of full producKo11 to 600 k? year five. F a m r s  will be 
requfred to finarxe the e l m t s  (bee papulatians, equipnent for cans- 
*g behives, technical assistance d training) of the subproject. These 
mtters will be furnished by fa bins. Credit to procure. thethese items will 
be available through tb Title I11 program. 

while a detailed feasibility study has not yet been carried out, 
prelimFnary observatians M . c a t e  a significant demand for h e  by-producYs. 
Currently, the pten th l  demand for hmey is conservatively estinated at 
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pe pr~dwticm potential for bee. in the  hapa are agP;;aro to 
ba very favorabla. T b  muin source of pollan is t h ~  flowers of! citmu 
m s ,  of whkh thare are 2,186 hectares in p r o i ! ~ c m  and 4,165 hectares 
in grCkJUlr The f l a w i n g  perriod for ths 8iltifemt varieties of citrus 
laerts f r anmtosep t e r r s l e r ,  which is thepevioaof l a w ~ p r o 8 u c t i o n  
in other areas of CochabaarSla. The citnra flawer population of the Qlapare 
Can w i l y  8- 1,200 beehi~s. The subpr~jectwin be located inthose 
mir*m-regim (4, 5 ,  8 ard 9) that have the hfghest incidence of citrus 
trees. 

r b t  b m f i t s  to participting f-8 will  dElpend al t b  llumber 
of beehives t h y  keep. A f w  can obtain a yearly wt: inr=arrs of 
$32.5 with om ~~, $600 with ten beehiveer (the minlmua size for a 
S S J ~  f a y  activiw), $1,850 with thFrty baehiv~g (the size 
for a secclrrdaxy family activity), $2,950 w i t h  fifty beehives (the mininm 
size for a primary family activity) , and $5,950 wia one-hmked b@ehives 
("(=he qthm size far a primary family actdvity). 

aPis subproject represents a five year effort and deals With 
processing tlnd marketing tea currently gram in the Chapare. COXEO is 
about to cerrpleb instisllatlan of a tea processing plant in t b  Qrimcrre 
reqian of the Chapare; howrwer, this plant has a United capacity (50 
metric Ccpl/yaar) and c;n hardle cmly about 60 percent: of tts Chapare's 
bea pruhdAon. Aceordhgly, w sukproject wlll  Fpcmbte developrrent of 
a fantlex tea pracerrsing (ypc!anizatim as a ccmpltzrent to CQRDECO's a c t i d -  
ties. 'Ihs czrgmhtim w i l l  include about 50 -s and take t b  s-- 
a1 fo;..amat (e.g. -ti=, association, etc. ) preferred by the mnbrs. 

processing &ebmlogy will be manual for t b  mst part, with a capacity 
~ h a n d l e 3 0 ~ p e ~ ~ .  

The esttmqw ~sst of .this intentention is $80,000. The A.I .D.  
ccmtrfbukion of $45,000 wuld be used for kchnical assistance am3 
apereitional supgr t  (e.g. credit far the purdwe of rubbing tables an3 
sacks) for the f anrrers ' p-rocessiing associatim. This ammt will be 
mgplemctnW by a E ~ X E C ~  contriEuKon of $15,000. The fanrrers con- 
tribution, the value of the& exirstltng tea plantations and tea rubbing 
?z&les, is esUItlated at $20,000 far the aggregate of the 50 g m e r s  
img>lved. 

Prellminerry indj-cations are that there is'mre than adequate 
demanjl fox tea at t h  national, level anJ. that possibilities exist for 
expa3zhg t b  prcduct. Current estimates place yearly demand at  160 
metric tans. Traditionally, nw>st of Bolivia's damt ic  &mad for tea 



has bean, sausf id with inports. Hommr, the accderatd i.fevdluaUm of 
tb  SO which bgari In 1981, hna CCL& local, impart.sr~ t~ l d ~  lsrcx~t~gingly 
tow& d-c sauroere of supply, In this contaxt, Hma Ltih . ,  a majar 
~l\illkstmr of tm in EkMvfa,, hasl expreprsled intidmst ,in purchasing caZ1 tha 

3. Water Buffalo 

The estimated increnwtal cost of this d p o j e c t  is $120,000, 
75 WCeRt ($90,000) WU be drawn fran A m X e D e  1- fUdSt *;Ue the h b n ~ e  
w i l l  ke furnished by COTr9ECO or a local ICX. Appmdmately o r ~ ~ ~ b c t h  of 
this sum w i l l  finaryze the purchase of breeihs bulls, a l e  the renainder 
w i l l  be used to prwlde institutiOOLal stlppczt to Lk L;ivest.iock Develapnent 
Fund of the Chapare (I1DF). Project loan fir& w i l l  provide aperating 
supprt to tbe LDF. CXlFdXCO will furnish ishid a5sis&nce on matters 
of organizational dwelapne~~t, Additianal!Ly, the Center far IWehch, 
Draining mnd EWension in Agricultural Mechanization (CDEMA) w i l l  train 
farmers in buffalo ~~nagemnt, develop Wmolcgy (e.g. harnesses, yokes, 
plows, etc.) appropriate far buffalo use in the Chapare, and assist 
participating faaners to maintain logs on the utilization of the mlnds. 

Yre- research suggests that t h  water buffalo is ideally 
s u i t e d f a r t h e C h a p a r e 1 s ~ t .  It i s a b l e t o t h r i v e o n t h e  
exis-ting vegetation, is unaff& by t b  exl=essive precipitation and 
insects, a'nd its & U t y  makes it easily mnageable by s d . 1  f-. 



btxacmu, t b  watar buffalo holds g W e  for a variety of W 8  that ares 
i m p x t m t  to Chapare famxca. The- pot.sntAal in the context of animal 
traction can mrsolw pr&loaosl rela.t.Sd to wanaportaaon of prod= &an 
lha fields to c o l M o n  point3l, apn wll as in field pr-aticzn far 
planking. In &idLtdcn, buffalo mat has bean m a t : k s W  ~ucoe8efUl.y in 
the city of Codubmb. Findlly, it can b a o d  that, once carmercial 
v o l w a  of buffalo milk are produced in I h  Chapam, a soft cheese Fndu8try 
coultl devebp to ~ C B  a local wket that is currantly bing satisfied 
with cheese pro8uc:ed elsawham In Bolivia and abroa8. 

In t b  first year of tha subp?roject, 50 fasrrrers will receJiva 
ixpmgnated oows. Gradually, the n m b r  of particllpanta w i l l  irmxwse 
to L50 in the sixth p a r  of activity. It is mnmmatLv8ly estimated that 
amual nst farm incam f m n  the sale of mat an8 milk will be apptaximatR1.y 
US$ 1,500 t b  f i r s t  year of activi ty and will fncrease thm33az'x5r. 

4. Cattle BrsRding an3 Fat-% 

L4Srs tb water buffalo activity, the atUe heeding ard :atten- 
ing emkpmjeetwfll be a five-year effort Wig& a&ng tlm Urns the 
Haifer nK&Jl* The IC13duhs will CQnSist of dtstribution of tw female cckss 
to prtlcipathg ianraret cols will begivenan a loan basis a d  the 
wil l  be pumbzued by tha f-. In addition, pxtlcipating faxmrs w i l l  
rcsoeiw a loan, in klnd, fw s@s snd for fencing a m  hectazle of pasture. 
A t  the end of the fourth year of participation, famars wlll repay the 
loan, returning to the project thme offspringsttwo of which w i l l  be 
f ~ s o f ~ ~ o f a q & b e l e f t w i t h S a n i m a l s .  Inktrn,the 
two femdes, upcol rrsachhg mturlty, wil l  be pmvidd to naw entrants of 

progx:=* 

Ihe sl@roject will be m~am by m, which will  be respmsible 
for purchasing initial lot of breeding stock, -sting faxtt3rs to 
partjpartjcipab in 4h program, arranging wlth fBllA for needed wpl 
assistance, prcnrlcring famers wlth the k-kind loans, and assisting w i t h  
&Kng of the meat. Xn conjunctiaol w i t h  .the watsr buffalo s'tdQroject, 
CORDEXXI wFll provide IlIF with assistance in organixatiandl dad-t 
and loan portfolio. 

The m t e d  increnwtal cost of this subproject in $250r000. 
Of this ammt $ 185,000 will be finan- with A.I.D. fur& and 
or a local ICI will prorride $65,000. T b  loan funds will be used to 
f i n a n ~ 8 * p r o c u r e r a e n t o f ~ s t o c k , ~ i n s U t u t i o n a l ~ f c n :  
LDF. PddlUonaUy participating farnrers will cmtribute $219,000 for the 
purchase of heif- ard bmedhg hills an3. payrrent of Veteldmq! services. 
Credit -will b~ d ~ z -  f m  Title III W S *  

'I' 
. . 



3.5 percent, ~~ a 3.25 yearly papula,tian flrwth, a 1.0 percent annunl 
rim in lslcans m9 a .25 percent .imam almticity of demml for he&. 

P e j i b y e  can be granr ~ z f u l l l y  in three agricultural Land 
capabiliw classes (annual crops, pastum ernd pemanent crops). It might 
also be growrt ix i  the better forestry class land (F), &ut this is nut 
recamdecZ fa ca!mrclal producKon without extensive trials, 

On t b  basis of project related research, it is estimated that 
aver 50,000 hectares in the Qlapake are suitable for amercial prcducticn 
of pe jibaye, assuming the use of improved technology. The mi-regions 
mst apprcpriate for palm heart prcduction for uiing i n p m d  technology 
are 7 (14,963 has.) , 3 (14,255 ha.) md 5 (10,766 has.). 'Xte activity 
will be initiat-ad in these regicns ani  then apaxded to other areas. 



aS irdwtrbl p&cn heart processing plant has the potential to 
parform nailtlple functions, It is able to process palnnito ard, in w o n ,  
othler f ru i t s  as w r e l l .  In addition, it could be adhptcd to :proc8sa Me: 
into flcna for ~hnimal and, perhaps human c ~ t i c m .  

St is estdmted that $37'5,060 will be iquizeB to f,inance t b  
cost of th i ls activity, $280,000 f r a n  the AaIaDs loan and $95,000 f;ran 
CORDEXXI or a local ICI. Apprcodmccaly $285t000 wuld be naaied fox plant 
ccmtructim and equipnent, and $95,000 fox opratlxlaal ~ ~ l b ~ ? s .  

6.  Banana Fig PreducUon and Markekiq 

F%&Wmry sttilies carried out by 03- and the OClSlSUlting 
firm ICBOIrFRAN#LIt? indieate a current &nand for 3,500 mtric tons of 
!xUmm fiqs in th hestern induStrLalized countriw. The unlted States 
alone i.a;,rts mre thcn 200 metric tons of banana figs per year; J- 
impcacs 640 metric tcm, and Argentina, F'rance, C-y, Belgium ard 
Switzerla& inport sare 1,000 m&rlc tans per. par. W6rl.d d&md is 
estimated to be growirlg at a rate of 3 percent per par. 

in equiprwt and crperatdng capital of $372 160, it cmld its 
current processing capacity , fran 60 mee to 300 metric tons. 

Currently, approximately U , O O O  hecltares (producing lO7,8OO 
nretric &ms) of bananas are being cultivated in the Qlapare. The 
majority of W s  pmductim is the "Dwarf C a m & "  mriety, nNch 
pr#9uce a banana fig of excellent guallty. Abut 30 percent (32,340 



Ch Ule basis of research ccmclucted in 1982 by Ffalters \ s t  al, 
prelim;inary Licaticms (for 3xl in- mar9x:t: deInan3 for fresh fish 
are elckemly positive. T b  study suggests that, in tha cities of u ax2 
and -, an additiaml 54 tms/day could be narbeed. 

site 



This mbpmjoct wil l  be added on tO an aperating mall-scale cwrw 
mlll in the Chaptue irl ordar to take &vantage of existing expertise, 
physxical p,lant and nllacNnary. Thare are several, such mills in the region 
that am awned ant cperated by Chapare residents who are classified m n g  

Ixmeficianta of this project. Accasdingly, this initiative will b@, 
effect, (5 c~sxp~sino awed and managed agroFrdustq. 

Ths estimated increm4nM in-t is $1008000; seventy five 
thouard &d be &awn frnn A.I.D. loan funds and the balance w i l l  be 
pruvided by an ICI car CONIEIZO. These rides will be used to wchase 
additional machinery, expard the physical plant d provide woaking 
capitell. Initial calcul;s.tians are that this aperation will create 20-25 
xw blue collar jabs in thn Qlapare. To this must be added the beraefits 
thak cdll accure to f-s; w b  selL their wxd to t b factory. 
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ISSUES 

1. Feasibility of CanyFng Out the Project in a Coca-Producl.n~ 

A major cono&zn of' the Chq~axe project PXD sulmittd in May 
1982 was that f m r r  would have rn incentive to participate in develop 
mt ,activities as long as t h y  could con.tinue mltivating ooca at a 
rralattvely .substantial profit.  While thAs m n m  is st i l l .  valid, as 
pint.& out in the PP, the Silesa G o v a m n t  has taken sam trary important 
mamma (a. 5.  c'pfm~val of drug trafficlcw% Pran the government and the 
military , e s l t a b l i ~ t  of un Inter-ninisterial Ccrrmission to handle 
nu*ootic mat,te.rs, and the signing oP a cammlque with U.S. Attorney 
Gerilleird W i l l i a m  French Mth reaffFrming GOOB policy to reduce the ammt 
of i l legal  coca bsing gram in Bolivia an8 to cunbat nevooticrs tzaffick- 
b g )  . Mrea-ex, this project papar mtainmr a codtion prohibiting 
signature of the Project Agmmmt until there Fs a mutually a p e d  
upon and i 3.grsd coca mtrol plan. Tha PP eanphatically states that this 
project w t  be ~ l ~ t e 8  m-tly w i t h  a control program for either 
ti;, succeed. With an operational oontrol p~ograrn, the risk T [ I M B ~ Q P I ~ B ~ ~  
behavior of Qlapnre farmss, which i8 a cunbination of opportunism and 
quLil;tfied risk UWng, wflJ. fnduce tbm to seek alternatives to cclca 
pmdwticm a9 their snaFn sauroe of inm. 

T ' b  PID guidance cable poinM aut the histary of institutional 
wakmss in BolPvria and questioned the arrangemmts suggested far the 
fmplemntation oZ W e  project. T%e direct role of the Presidency of Bolivia 
has been retadad because that levlel of authority may be a needed to assure 
uninternqpted lnplenrentaffon of both control and Bevelapoent efforts. 

However, several significant changes have been made in the project adminis- 
tration On strategy s&e the PID w& presented. First ,  the Skr6tariat for 
the Developm~t of the Bolivian Tropics (SIBT) has r e p l a d  PRODS as the 
coordinatincj agmcy of the project. M s  change was precipitated by a series 
of politicaLly mivated acL4ons w i t k l i n  the Mihistry of Campesino Affairs 
and Agriculture (MXA) which dras t i ca l ly  reduced PFCDB' operational 
effectiveness. To avoid the inpact of extrem polit ical  partisanship on 
the project, USlUD/&livia will  have the right of appmml of all principal 
officers appointed to SDBT. ?he PP has a Ckmdition Precedent to this effect. 
Secund, the "parent Qministry" for the axrdinating entity was switched fmn 
EIIPI=A t o  t!! Ministry of Planning and CbordinaUePI (MPC). This r m m  was 
undertaken because of the need for a gavenvlng ministry which M multisectaral 
responsibilities, thexe& making administrative oversight of the project mre 
in line w i t h  the project a m p ~ n e ~ i t s .  Third, an Intexninisterial Carmission, 

by the SubSecretary of the MPC and including ,cuts-secretaries af the 
ministries involved with Qqxm devel-t and control efforts, Agricultur'e, 
Transprtation, Deferse, IWlth, Trecsury, Eiiucation and Interior was 
established. !this Camulssion w i l l  prwicle policy guidance to SDBT. 'Ihe 



prescsnct3 of the S~~W%clxteuy fran the MinlstTy of Interior will provide 
a direct L i n k  to the Ccomimrsion for Narmtics Control, thereby establish- 
Lng a mechanism for coortllnatlan batwmn arntrol  and developmrsnt efforts. 
Fourth, tha role of the osntral organization (i .s. SDBT) was reduced 
from mrdinat ion and impleanentation, to only  coordination. Tlw imple- 
mentation actfvities assigned to PRODFS in the PID have h e n  transfared 
to other organizat lm (cer.g. IBflk, OoFU)EXX, m, und I C I s ) .  It is 
the Mission's j u d g m t  that these mclif icatians, coupla with the 
lnsltitutional support: to be provided by the project, will, establish tul 
admlnistratLm base capable of i m p l m t i n g  a l l  of the project's 
arkiviti8s. 

3. The Macro E'manic Situation 

?he issue is whether the econmic outlook for Bolivia is 
now clear enough to pmft  the GOB (md p r ivae  investors t o  assurne 
aignlficant l o a ~ .  

QI t k m m b r  6, 1982, the Silea Gmmmmt toak an initial 
8~ of eoanaaic masumas which repremted a significant step forward 
F.  , solving Bolivia's eccmanic prablam and in setting the stage for 
an CBW~LUIJ. apserent with the IMF. Prrsviaus mil1.tay govenrments had 
made partial efforts to address Boiivia'o serious eoonanic problems, but 
mre unwilling or politically unable f~ adopt the measures necessary to 
deal w i t h  the ~ t x y ' s  e0mCEPJ.c p e l - .  when the Silas mmmE!nt 
took pmar in October 1982, the econatpf was s @ ~ ~ o w ~ ~ A s ~ s ,  and the 
ooulbtry'e tliffexlent intererst groups had umflicting ideas on essential 
xquinmnts for correctfng the situation. However, in less  than a 
month, the Si1,es Gtmmmnt: acted decisively i n  taking a set of initial, 
far-reaching rmsums which, Wle  implying an inmediate deterlaration 
in the purchaging pawru: of the Gcxmmnt's main oanstituJEnt groups 
(urban, factory workers, miners and sinosl , at the same t h m  = E r  offend hope for eccmanfc necdve-ry over medium term. The eoeolanic 
rMckage was based in large ~?a;:t on guidelines formulated by the IMF, 
md resulted ]In over 30 dencees which ranged fran camplete dedolariza- 
tion of dcrrrestlc loans and savings accounts and establishmnt of a fixed 
exchange rate t o  major price! hikes on a whole range of basic cmmdities 
(e.g. the pr im of flour was raised nearly 500 percent, and petroleum 
products rnm than tripled!. 

Faced w i t h  a debt repayment schedule wfiich could not be 
mt and a potential debt service ra t io  over 80 percent, the GOB initiated 
efforts to renegotiate outstanding balanoes dw t o  Argentina, Brazil and 
a co~lsortium of international banks. Over $342 million was renegotiated 
with Argentina and Brazil, and Argentina agreed to renegotiate an 
additional $250 million. The GCB also succeeded In c ? b t W g  an 
extension to October 1983 of a mratorium on paynwtd t~ the w r t i u t n  
of private banks, a t  which tim it hopes to renegotiate $400 million of 
the total outstanding debt. In U t l o n ,  in order to  prevent co.rtinued 
imposition of saxxtions under Section 620 (q) of the FAA, the CClB paid 
over $13.6 million in arrearages due to the USG, thus pTT]Viding evidence 
of its desire to normalize relations with the U.S. 
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Xn early May 1983, a joint IMF/World Bank barn capletail a 
one-month visit to La Paz. Its purpoeo was t~ lay the pundhmrk for 
negotiation of an E'xt.#ndad Fund Facility (EFF) by d i ~ l ~ i n g  possible 
options the GOF, could a p t  to  redw the forecastd 1983 budget deficit ,  
increase intarest rertm, and adjust the exchange rate. Discussions 
focused on the, fiscal deficit  as this was the chief area not addressed 
by the CCQ3 in 1- 1982. A t  the time oL' the tern's clrrival, the 
deficit  was estimated a t  172 billion pesos, or 16 percent: of GDP. In i t ia l  
agreemnt waa reached w i t h  the COB where a t  leerst 70 billmion pesos could 
be eliminated fran t2-m investment budget. As the Can-&a1 Bank could 
finance 50 billion p ~ o s  of. the projected defici t  frun anticipated 1983 
external resource inflars~, the remahing shortfkll of 50 ;billion pesos 
wil l  ham to be ccmmd from reduced mbsidies, increased taxes or further 
budget cuts tn meet IMF nquiremmts. The COB has also g:Lven preliminary 
agreeJrrent to a system for indexing camlercial loans to various prodw.%ve 
sectors, which when implenmted, w i l l  result i n  positive zzal rates of 
interest. Rbe IMF has scheduled a return visit for the wid of May or 
early June. In  the interim, the GQB is apected to make final decisions 
with se3gatd to the budget crnd other issues di$cused which wU1 enable the 
I M F t @ a m a n d h ~ t t o n e g o t i a ~ ~ e l e n r s n t 9 o f a n ~ a y t  
which wuld be put into effect in  SeptmWf or October. !That agmamt 
is e-cted to lead to  a rescheduling of debt with the McLng consorUum. 

Plare are o t b r  signs of nrovement toward greater eooMxnic 
stability. Inflation, al-gh still high, has fallen fm an average 
of 20 percent. per mth just prior to the assuption of pcr.+er by the Siles 
Governnrent t/:, 10 percent per m t h .  %ha black market exchange rate, which 
had risen as high as $b. 565 to the dollar a few mtha ago, has sett led 
into the 350 to 360 range. GCB actions to cut the fiscal defici t  arid 
adjust intemt rates to m a l  levels appear I~fcely. By Octcker, the GQB 
should be in a position to  m a t e  its debt wit!! the private banking 
l~nsor t i~ .  Dmor sqprct far the Siles Government was real~fizmd a t  a 
&mr conference on Bolivia held in la te  April. The World Bank plan5 to 
proceed with a $75 million structural adjustment loan, assuming discussions 
w',.th the DIE' proceed, on schedule, and the lDB has apprcnred tw credit loans 
totalling $67 million for the mining and agriculture sectors. 

~ J / B o l i v i a  has been intba&Ey inmlved with the m g e -  
mnt  of the mpanies ( D i l l m a n  S.A., IMPA, Equip Chapare anc1 Asropecuaria 
Capacabana) who w i l l  be involved in the 3,yse scale agroindustrial activit ies 
of thls project. A l l  of the enterprises are we11 established i n  Bolivia 
and their d i r e / ~ e s h i p s  are agnizant of the mrcurial  nature of the country's 
eccmany. They see the profited econcanic forecast as sufficiently positive so 
as to incur m e s s  under this pm$ect. bbreuver, they have expressed 
to the Mission their  camuCtlment t o  p i l z c 2 ~ a t e  i n  this endeavor. Finally, 
it is t!! Mission's judgemnt that the future econanic picture is sufficient- 
l y  bright so as to warrant a s ~ m  of a $10 million loan d&t by the GOB. 



nAtD PID guidance cable made reference to difficult aper imce ,  
world-wide, regarding at- to introduce non-tradLtional cmps snmj 
subsistence or near subsistenoe fmprs. 

This question was givlan close attention during the intensive 
review. 

Cmps and production systems r m  w i l l  be tho sams es 
those cmps or farming system prelwntly found i n  the Chapare. Selection 
of cropkt is based on land use capability, maxket and procetssing p t e n t i a l ,  
and tha famwbc abi l i ty  to increase his yields through lmpxoved managmt 
and appropriate technology. The m m d i t i e s  selected for the four large 
scale agmindustrial subpmjucts (citrus, kudzu and woa3) are 
curmntly grawn in sufficient quantities and w i l l  pmvide a supply for 
agm-processing as tb feasibil i ty studies hami indicated. Noe also w i l l  
prwida mm than adequate yhlddl on alluvial soils and can be readily 
market& due to the regional and naKonal shortages. Pineapple is adapt& 
ta the acid soils of the Chapare and Plas satisfactory yields and guaMe. 
Tea is gram on a mall wale ard heis en very prunlsingmarket. Coffee, 
cacao, and pejibaye (palm heart) are virtually non'btxistant in the region 
but will be easily adapted tO the area. Farmers w i l l  be prrnMed .t.srhical 
asa is tana  as well as credit in order to establish and market these cmps. 
Rbberisakeadygrowninthearea, btstisnedrlyabando~&;reto1Q1=kof 
marketing channels. Technical assistern- and credit will ke pmvided to 
rehabilitate and establish new rubber plantings. 

The focus of ths project is to i m p m  t b  efficiency and 
quality of crops currently grown in the m a  and provide marketing and 
processing W e t s  so as to inprow farmer i n c a m s .  Ubwise the farming 
sy~thataretobeenhancedmthrjsealreadyinuseintheQlapare.  
Basically, these systems oonsint of tree crop agroforestxy systems that 
pruvide continuous ground ccnrer to reduce soil erosim and consenre s o i l  
ratrients.  

5. Pelationship between Farmers ard Private Entrepreneurs 

A potential problem area concam the relatior~ship between 
f-rs and private entrepreneurs with regard to the large-scale agro- 
industry projects. Each group carres from fax mnxd segmi~tesof society. 
In addition, there is evidence of feared q l o i t a t i o n .  

The problem is one of stnxzturing the relationship in such 
a way as to pmtect the f m r s  fim exploitation a t  the hands of the 
in&strialists, who are clearly' .rtn a superior position i n  terms of 
eamanic and political influence and paer .  A t  the; sarne Ume, the 
industries nust be guarantiwi t b l y  delivery of produce in the required 
quantities and qualities. *The strategy used in the project to achieve 
this end w i l l  be to  organize f-s into producers organizations to  



ssrvica each agro-indup~txy. The oxgdzatior~ (cooperatives, associations j 
will negotiate antracts with the industries concerning the terms for 
provision of the ccmnoditirsar. The cont-sacts will b@ legally binding and 
enforceable by Balivian civil authorities. Through FZNCRE, the project 
will p&de txchnical assistance to the farmers in organizing groups an8 
negotiating with the cconpanies. 



Certification Pursuant to Section 611(e) of The Foreign 
Assistance Act of 1961, AS Amended 

I, Hemy H. Bassford, the principal officer of the Agency for 
International Developnollt i n  Bolivia, having taken into account 
m n g  other factors the mdn-ce and utilization of projeckri 
in Bolivia pm~?.ously financed or assisted by the United  state^, 
do hsreby eertify that in my judgement Bolivia has both the 
financial cr@abilie scnd h u m  resources capability to effectively 
maintain and utilfza the capital assistance project: Chapz~e  
hgional Developmt. 



S.C. r;;; 

Henry H. Bassfor 
Director de USAID/B 
Presente 

Ref. : Solicitud de PrBstm "Desamllo 
Integrado del Chapare". 

Seflor Director : 

En relaci6n a1 Proyecto de Dosarrdlo htegrado del  Chapare r a t i f i c o  a 
usred nuestro acuerdo en p i n c i p i o  con e s t e  Proyecto y por la presente 
s o 3 , i c i t m s  un pr8stam de $us. 10 millones acompaliado de una donaciGn 
de $us. 4.4 millones. 

Deseo manifesatarle a1 Gobierno de Bolivia considera, en tdrminos - 
t6cnico-achinistrativos, el  proyecto debe estar ubicado dentro &l M i -  
n is ter io  da Planeamiento y Coardinaci6n, jwtammte dado e l  carkter - 
integrado y multisectorial.  TmbiC c o n s i d e m s  que la  polltica que 
gufe l a  ejeeuci6n del mism debe estar fomulada por una c d s i 6 n  in- 
ter-ministerial (conforma& por 10s sub-secrstarios de 10s Ministerios 
del Interior ,  Deferua, Planedento y Coordinacibn, Finanzas, Agricul- 
tura, Educacibn, Industria, Salud y Tarrsportes) presidida por e l  sub- 
secretario de Planeamiento. 

Por filth, creems que el proyecto &be ser administrado y todos 10s 
cornponentes coordinados p r  m a  cntidad qus t e n s  un alcance nult isec-  
to r ia l .  A e s t e  respecto p r o p n m s  que se cree la Secretsria para l a  
Planificaci6n del  Desarrollo de lcs Trdpicos Bolivianos para lograr - 
esa fiiialidad. Dicha Secretarfa es tarfa  baja la tuicidn del Ministerio 
de Planeamien to y CoordinaciBn. 

-4provecho l a  oprtrmidad para agradecer por su i n t e m d i o  a 1  @bierno 
y pueblo de 10s Estados Unidos de Xororie Mrica por e l  ef ic iente  apoyo 
que su misidn estii prestando a l  pafs. 

Con este m t i v o ,  r e i t e ro  a s t n d  las seguridades de m i  corsideraci6n 
IT& discinguida. 



2. Source and Orisin of Goods and SCF.rV1.ces (fioan) 

Except as Ao1.D. nray otherwise agree in writing, goods and services 
finarrced by AeIeDo for the Laan shall, have th;eir scarce and origin in 
camtries inr:lcded Itn A. 1.D. Geographic Code 941 oa in BaUvia. 

3. Scuxce and Origin of Goods and Senrices (Grant) 

Emept as R1.D. may otherwise agree in wiKng, goods and services 
financed by AeIoDo far the Grank shall ham their sowxs and origin in 



camtrim hcluhd in A.Z.D. -c Cab 935. 



- 

Asistant Mmhistrator for Latin m i c a  



FAA Sac. 481. H a s  it been deter- i i z z a - ~ e  sw-t of! the 

guarantor on any debt to a U.S. 
citizen for goods or services 
furnished or o r d l d  w h e r e  (dsuch 
citizen has exhausted available 
legal remedies an8 (bl the debt 
is not denied or contested by such 
gavlernnent 3 

E5.i Sec. 620 (Ed1 (1) . If assistance 
'b to a goverrmnt, has it (in- 
cltrling *erm-m=nt agencies or 
strt.aivisions) talten any action 
which has the effect of nation- 
alizing, expmpriating, or other- 
wise seizing -hip or control 
of property of U.S. citizens or 

Bolivia has been strengthem 
ing the effectiveness of 
its ll~lla~tica oontrol 
pmgrm. This9 project is 
an Integral part of that 
effort. 

No. 

No. 

- endti& LficidY owned by them 
without taking steps to discharge 
its obligations toward. such citizens 
or entities? 



Will aroilertanoe ba pnrridd to 
Angola, CanbxUa, CUbCI, Leas, 
Vietmm, Syria, m a ,  Xraq, or 
South, Ymm? W i l l ,  assiatsme 
h providlea to Afghanistan or 
Mozambique withut a waivaar: 3 

5 .  ISDCA of 1901 Seait. 724, 727 
or  8 c restxic- 

ree Sec. 724 of the ISDCA of 
1981. Far specific reotrictlcms 
on msirtancs to El Sdlvadar, 
me Sea. 727 an8 730 of the 
XSDCA of 1981. 

5 .  FAA Sec. 620(1). Hasl the oountry 
failed to mter into an agreement 
w i t h  QPIC? 

8. EAA Sec. 620(o); Fishermen's 
Pro-.vw Act of 1967, as amended, 
Sec. 

sanction a y a h t ,  a n f ~ . ~ .  fishing - activities i n  international waters ? 

(b) If so, has any deductdon 
required by the Fishermen's Protec* 
tive A c t  been made, 

9. FAA Sec. 620 (q) ; FY 1982 Apmpri- 
ation Act. Sec. 511 .  (a) Has the 

beem in default for mxe than six 
mths on interest or principal of 
anyAlD I~antothe43untry? 

No. 

No. 

Yes. Bolida is a merrbex 
of the Ardekm Pact. 

No. 

No. 
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No. 

FAA Sac. 620(t) .  H a s  the m t r y  
mmmd ~ ~ p ~ t i c  m l a t i 8 ~  w i t h  
thm Unitad. St&tgs? If oo, ham 
timy besr~ restmad mi haws new bi-4 
latau:al mrria- Q Y ~ Z B Q R ~ ~ ~ ~  bean 
w c r w r  std into s b s e  
such nurulption? 

12. FAA Sec. 620(u). is the pay- - 
mt. s'tatus sf the a~untry's U.N. 

No. 

obliq~.,tiom? If the adtry  is 
in arrears,  ware such amearages 
talaen into atmunt by the AID Aamh- No arrearages. 
istrator in detmthhg the current 
AID Operational Year Budget? (Ref- 
erence m y  be made tr, the Taking 
into Consideration memo. 1 

E744 Sec. 620A; FY 1982 &: 
ation Act Sec. 520. Has- ccztry 
xded or abetted, by granting sane- 
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graup which has o;armitted a war 
aim? 

14. EWi Sec. 666. Does the country - 
object, on the basis of race, 
rel igion,  n a t i o r d  origin o r  sex, 
to the presence of any ~ f f i c e r  
or employee of the U.S. who is 
present i n  such a x m t r y  to carry 
out econamic deve1opnm.t programs 
under the FAA? 

15. FAA Sec. 669, 670. H a s  the country, 
after ~ ~ & 1 9 ' 7 7 ,  delivered or 
received-nuclear enrichwmt or re- 
processing equipnent, materials, or 
technology without specif id arrange- 
ments or safeguards? H a s  it transfer- 
red a nuclear explosive device to a 
non-nuclear weapon state, or i f  
such a state, either receives o r  
detonated a nuzlear explosive device, 
after August 3, 19753 (FAA Sec. 62OE 
@mi* a special waiver of Sec. . 
669 fo r  Pakistan.  1 

No. 

ISDCA of 1981 SLC. 720. Was the 
country represented at  the .Meeting 
of Mhis&ss ~f F a e i g n  Affidrs and 
Heads of Delegations of the PJon- 
Aligned Countries to the 36th Gener- 
al-Session of the  General Assembly 
of the U.N. of Sept. 25 anld 28, 
1981, and failed "0 disassociate 
itself fm the ccarmunique issud? 
I f  SO, has the Presid-t taken it 
into acaxmt 2 (Reference m y  be 
made t o  the Taking into Consider- 
at ion  m. ) 

Bolivia was represented 
a t  the Meeting of Ministers 

1L. by the Torrel io govennner'" 
~t did not formaPly disas- 
sociate i t s e l f  fmxn the 
camunique issued. 

17. ISXA of 1981 Sec. 721. See 
special requirerents fo r  ssis- 
tance to H a i t i .  

V. FUNDING a J R C E  c x T E R I A  FOR CUUNITRY .- 

ELIGIBILITY 

1. Devel-t Assistance Countzy 
Criteria. 

a. FAA Sec. 116. Has the 
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3epar?mmt of State determind 
thst this gc~-t Ems engaged 
i n  a mnsistent pattern of gross 
violations of in te rnaI5 ,ord ly  
remydzed human rights? 
If so, can it be danonstrated 
that contanplated assistance will 
directly benefit the needy? 

2. Econanic Support Flntl Country - - 
Criteria 

a. FAA Sec. SOD. IW it been 
determined that the country has 
engaged in a consistent pattern of 
gross violatiom 02 internationally 
rc-cognized h m  xiyhts? If so, 
has the country made such signifi- 
cant improvenrents in its h m  
rights record that i i d & . n g  such 
assistance is in the national 
interest? 

No. 

tina., has the President certi,€i& 
that (1) Gwt. of Argentina 
has male significant progress in 
h u m  rights; and (2) that the 
prwision of such assistance is 
in the national interests of the 
U.S.? 

c. ISXA of 1981, Sec. 726 (b) . 
If ESF assistance is to ke fur- 
nished #to Chile, has the President 
certified that (1) the Govt. of 
Chile hiss made significant pro- 
gress in h m  rights; (2) it is 
in the national interest of the 
U.S.; ard (3)  the Govt. of Chile 
i s  not aiding int-tional terror- 
ism and has taken steps to bring 
tc, justice those inciicted in con- 
n e c t . 5 ~ ~  the m u r d e r  of OzLmdc~ 
Letelier? 
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STANDPm ITEM CHECKLIST 

FAA Sec. 602. Are there arrangements 
to pennit U . S .  small businesses to 
pa%cipate eqciitably i n  the fur- 
nishing of c n m d i t i e s  and services 
financed ? 

Yes. 

FAA Sec. 604(a). W i l l  a l l  procuranent 
be from the U.S. except as otherwise 
determined by the President or under 
delegation £run him? 

Yes. 

FAA Sec. 604(d). I f  the -prat ing 
country d;'.scnriminates against marine 
insmake ampries authorized to do Bolivia does mt so dis- 
business h the U.S., t r i l l  carmodities criminate. 
be insured i2 the United States against 
marine risk w i t h  such a ocmpany? 

FAA Sec. 604(e); I S m  of 1980 Sec.705(a). 
If offshore procurement of agr icu l twal  
C c ! ! t y  sr product iS to bi? financed, 
is &e prcdsiofi against such pro- 
curement, when the danestic price of 
such ammdity is less than parity? 
(Zxeption where amdity  financed 
could not: reasonably be procured in 
U.S. 

N/A 

No. 

No. 

FAA Sec 604 ( ) . ail1 construction or 
~ ~ ~ e r v i i c e s  be pr-4 fran 
firms of countries otherwise eligible 
d e r  Code 941, but whi& have attained. 
a axpetitive apa ls i l i ty  in intpx- 
national niarkets in one of these areas? 

FAA Sec.603. Is the shipping excluded 
E d m  c~mpliance with requirmt in 
section 901 (b) of the &chant ,Wine 
A c t  of 1936, as amended, that at lemt 
50 percentun of the gross tonnage of 
-ties (ccmputed separately for 
dry bulk carriers, dxy cargo liners, 
and tankers) financed shall be trans- 
ported on privately owned U.S. f lag  
camrercial vessels to the extent that 
such vessels are available a t  f a i r  and 
reasonable rates. 
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FA?4 Sec.621. If technical assistance is 
financed, will such assistance be fur- 
nished by private enterprise on a con- 
tract basis .to the fullest, extent prac- 
ticable ? If the facilities of other Yes. 
Federal agencies will be utilized, are 
they parrtia~larly suitzble, not cclru- 
petitive w i t h  private enterprise, and 
made available without undue interfer- 
ence with dmestic programs ? 

Int~ational Air Trans -==F Carrpetitive Practices. Act. 19 - 4. 
If air transportation of persons or 
property is financed on grsnt basis, 
w i l l  U. S. carr iers  be used to the 
extent such service is available ? 

FY 1982 Appropriation Act Sec.504. 
If the U.S. Goverrrment is a party to 
a a n t r a c t  for pmz-iiranent, does the 
contract contain a prcnrision authcu- 
king termination of such contract 
for .the convenience of the United 
states 3' ' 

B. - Construction - 
FAA Sec.60l(d). If capital (e.g. can- No. bed procuranent 
struction) project, will U.S. engineer- ' be used. 

will 

h g  and professional senrices be 
used? 

FAA Sec. 6 l l  (c) . If contracts fox 
mnstruction are to be financed, will Yes. 
they be let or, a ampetitive &is to 
raximm extent practicable? 

FAA Sec.620(k). If for construction 
of productive enterprise, will aggre- 
gate value of assistance to be fur- 
nished by the U.S. not exceed $100 
million (except for productive enter- 
prises in Egypt .that were described 
in the CP)? 

C ,  Other Restrictions 

developnent ioan, 
least 2%. per m u n  Yes. 
and at least 3% per 

1. FAA Sec.U2(b). If 
is interest rate at 
during grade p r i o d  
annun thereafter? 



ANNEX J .2 
Page 3 of 4 

FAA Sec.30l(d). If fund is established 
solely by U.S. contributions and &inis- 
tered- b y  an international organization, 
does Canpt.ro1Pe.r General kve audit 
rights? 

FAA Sec . 620 (h) . Do arrangements exist 
to insure that United States foreign 
aid is not used in n manner which, 
contrary to the best intexes.ts of the 
United States, p rmtes  or assists the 
fweign aid projects or activities of 
Carrmunis t-block ~ u n t r i e s ?  

W i l l  arrangements prec lde  use of 
financing: 

FAA Sec. lO4(f) ; F'Y 1982 
ation k t .  Sec. 
foz.performance of abortions as a 
method of family planning or to 
motivate or coerce persons to 
practice akortions; (2) to pay for 
invoi.untary steri l ization as  method 
of family planning, or coerce nr pro- 
vide financial incentive to any 
person to tadergo sterilization; 
(3) to pay f m  any biaredical research 
which relates, in whole or part, to 
I n e m  or the performance of 'abar- 
tiosn or involuntary steri l izations 
as a means of family planning; (4)  to 
lobby for abortion? 

FAA Sec.620(g). T9 canpensate 
mners for expropriated national- 
ized property? 

FAA Sec.660. To provide training 
-7 ar advice or provide any finasIcial 
support for police, prisons, or 
other law enforcement forces, 
except for narcotics programs? 

FAA Sec. 662. For CXA activities? 

FAA Sec. 636 (i) . For purchases, 
sale, long-term lease, exchange or 
guaranty of the sale of motor  ve- 
hicles manufactzred outside U. S. , 
unless a waiver is obtained? 

Yes " 

Yes. 

Y e s .  

Yes. 

Yes. 

Yes. 

Yes. 



FY 1982 Appro~riation A c t ,  Sec.503. 
To pay pensions, annuities, re*%- - - -  
merit ray, or adjusted service can- 
pewation for n u l i t z c y  personnel? 

FY 1982 Apro~r ia t ion  - A c t ,  Sec.505 
Tro U . S . as:;essrrtents, arrearages 
or dues? 

FY 1982 Appropriation Act ,  Sec.506. 
To curry out provisions of FAA s- 
t ion 209(d) (Transfer of FAA funds 
to multilateral organizations for 
lending) 3 

FY 1982 Appropriation Act, Sec.510. 
To finance the export of nuclear 
equipnent, fuel,  or tj-zchru>logy or to 
train foreign nationals i n  nuclear 
fields? 

FY 1982 Appropriation Act, Sec.511. 
W i l l  assistance be provided for the 
purpose of aiding the efforts of the 
gwermmt of suc!! oountry +a repress 

Y e s .  

Yes. 

Yes. 

Y e s .  

No. 
&e legitimate rights of &e pop-ulation 
of such camtry nontraty to the Uni- 
versal Declaration of H m  Rights. 

M priation Act, Sec.515. 
or publicity or propa- Yes 

gamb purposes w i t h i n  U. S. not 
authorized by Congress? 

ANNEX J.2 
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A. General Criteria for  Pmiect 

FY 1982 Appropriation Act, Sec.523; 
FAA Sec.634A; Secs,653(b). 
(a) Describe how authori'zing and a p  
propriatiom ramnittees of h t e  - 
and House have been o r  w i l l  be 
notifie6 concerning the project; 
(b) Is assistance within (Operation- 
a l  Year Budget) country or inter- 
national organization allocation 
reported to Congress (or not merre 
than $1 million over that amunt) 3 

FAA Sec.6ll(a) (1). Prior to obli- 
gation i n  excess of $100,000, w i l l  
&re be (a) e r g b e d q ,  finakr 
cia1 or. other plans necessary to 
carry out the assistance anJ. !b) a 
reasombly firm estimEte of fie 
cost  to the U.S. of the ass~.stance? 

Carmittees w i l l  be notified 
a 

using normal congressional 
notification procedures. 

No. 

Y e s .  

Y e 3 .  

FZLP. Sec. 6 l l ( a )  (2) , If further leg- 
islative action i s  - w i t h i n  
recipient oomtry, what is basis 03B has agreed to issue 
for reasanable expectations that required Supreme Decree as 
such action w i l l  be otmpleted in Scheduled. 
time to pemit orderly accanplish- 
mnt of purpose of the  assistance? 

FAA Sec. 611 (b) t FY 1981 Appropri- 
at ion Act, Sec.501. I f  fo r  water 
o r  water-related land resource con- 
struction, has project met the 
standards and ai ter ia  as set for th  
in the Principles and Standards f o r  
Ph-iiig Water and Related Lard 
F&murces, dated October 25, 19731 
(See AID Handbook 3 for new guide- 
lines.) 

FAA Sec. 611 (e) . I f  project is capital. 
assistance (e.g. anstruction) , and 
all U.S. assisknce fo r  it w i l l  exceed 
$1 million, has Mission Director Yes. 
cer t i f ied  ani F?egi6ndl Assistant Ad- 
ministrator taken into m i d e r a t i o n  
the country's capability effect ively 
to maintain and. u t i l i z e  the project? 
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6. FAA Sec.209. Is project susceptible to 
execution as part of regional or multi- 
lateral project? If so, why is project 
not so exemted? I n f ~ l j ~ t i o n  and con- 
clusion whether assistance w i l l  en- 
courage regional developnent p l .  

7. FAA Sec. 601 (a) . Infarmation can- 
clusions whether project w i l l  enmurage 
efforts of the country fa: (a) increase 
the flaw of international trade; (b) 
foster private initiative a d  canpe- 
tition; and (c) enmurage developnent 
and use of cooperatives, and credit 
unions, and savings and loan associ- 
ations; (d) discourage monopolistic 
practices; (e) impKNe technical ef- 
ficiency of industqj, agricultum anl 
oomnerce; and (f) strengthen free labor 
lmions. 

8.. 33A Sece601(b). Infomation and cum- 
clusions on hcw project will encourage 

No. 

Project w i l l  encowage 
efforts in all  of the noted 
areas. 

U.S. private trde gnd Lmestment abroad Private U.S. suppliers m y  
and encourage private U. S. participation sell gmk to project. 
in foreign assistance pragranrs (includ- 

. 
ing use of private trade channels and 
the services of U.S. private enteqzise). 

9. FAA Sec. 6U (b) . 636 (h) ; FY 1982 Appmpri - 
ation Act, Sec.507. Describe steps Bolivia w i l l  provide 60% of 
P a k e n t o a s s u r s t h a t , t o t h e ~  total project costs, which 
extent pssible, the country is mntri- is substantially abuve the 
buting local currencies to meet the cost 25% minimum. There are no 
of contractual and other senrices, and U.S. own& local currencies. 
foreign currencies crwned by the U.S. 
are utilized in lieu of dollars: 

10. FAA Sec.612(d). Does the U.S. awn 
excess foreign currency of the country 
an3, if so, w h a t  arrangements have 
been made for its release? 

11. FAA Sec.60l(e). W i n  the project uti- 
h e  c~npet i t ive  selection procedures 
for the awarding of contracts, except 
where applicable procurepxnt rules 
aXlclrw otherwise? 

No. 

Yes. 
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ropriation Act, Sec.521. If - as,arstance is for the production of any 
camndity for export, is the carmodity 
likely to be in ~1swplus on world markets 
at the time the resulting productive ca- 
pacity hecaws opexative, and is such as- 
sistance likely to cause substanthl 
injury to U.S. prcducers of the sane, 
similar or ccmpet.ing mrmodity? 

FAA 118 (c) and (dl . Does the project 
*&rrply with the environmental procedures 
set forth in AID Regulation 16? Does 
the project or program take into con- 
sideration the problem of the destruc- 
tian of tropical forests? 

FAA 121(d). If a S~ahel project, has a 
aetean'hation been made that the host 

No. 

Yes. See I .E.E.  

gmemtrent has an adequate systan for 
acamnting for and controlling receipt N/A 
and expenditures of project funsds 
(doUa5s or local currency genera- 
therefiraa)? 

E., ,Funding Qriteria for Project 

1. Developnent Assistance Project Criteria 
-> 

a. EAA Sec.lOZ(b) , 111, 113, 281(a) . 
Extent to which acdvity will (a) 
effectively involve &-poor i n  de- 
velqmnt, by extendhg access to 
ecIsIacmy at local level, increasing 
labo~intensive production and the 
use of appropriate technology, 
spre~-\ding investment out frm 
cities W small towns and mal 
areas, and insuring wide partici- 
pation of the paor i r l  the benefits 
of deve lopat  on a s~sstained basis, 
using the wLxyriate US. institu- 
tions; (b) help awelcp cooperati- 
ves, e m a l l y  by technical as- 
sistance, to assist rural and urban 
poor to help themseives toward 
ketter life, and otherwise encourage 
damcratic private and local govern- 
mental institutions; (c) support 
the self-help efforts of dweloping 
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countries; (d) promte the partici- 
pation of women in the national Project w i l l  have a direct 
e c o d e s  af devel.oping countries impact in a l l  these i,tems 
and the improvenent of wcnnents status; w i t h  the exception of "en 
and (el u t i l i z e  anCi encourage region- 
al axperation by developing 
muntries? 

b. FAA Sec. 103, 103A, 104, 105, 106. 
Does the project fit the criteria 
for the type of funds (functional 
account) being used? 

Yes. 

c. FAA Sec.107. Is emphasis on use of 
appropriate techolcgy (relatively 
smaller, cost-saving, labor-using 
technologies that are generally most Yes. 
appropriate far the snall farm, sndll 
businesses, and small inaarres of the . 
poor) 3 

d. FAA Sec. 110 (a) . W i l l  the recipient 
country ~rovia'e at least 25% of the 
costs of-the program,project, or 
activity w i t h  respect to which the 
assistance is to be furnished (or is 
the latter cost-ShariPIg requirement 
being waived for a "relatively lest 
developedl' country) 3 

e. FAA Sec. 110 (b) . W i l l  grant capital - ass~stance be disbursed for project 
over rmre than 3 years? If so, has 
justification satisfactory to Congress 
been made, and efforts for other f- 
nancing, or is  the recipient country 
"relatively least developed"? CM. 0. 
1232.1 defined a capital project as 
"the construction", expansion, equip 
ping or alteration of a physical fa- 
cility or  facilities financed by AID 
dollar assistance of not less than 
$LO 0,OO 0, incllading related advibory 
r a g e r i a l  and training services, an3 
not Maytaken as part of a project 
of a preddnant ly  technical assist- 
ance character. 

Yes. 

No. 
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FAA. Sec. 122 (b! . Does the activity - 
$be remionable pranise of contribut- 
ing tn the develapnent of ecananic 
resources, or  to the increase of pro- 
ductive capacities and self-sus tab 
ing e c o d c  growtll? 

FAA Sec.281(b). Describe extent to 
which program recognizes the parti- 
cular needs, desires, and capacities 
of the people of the country; utili- 
zes the oountryls intellectual re- 
sources to encourage institutional 
dwelopmt ,  and supports c iv i l  edu- 
cation and kraining i n  skills r e  
w e d  for effective participation 
i n  governmental processes essential 
to self-govenmrrent. 

De~elopnent Assistance Proiect Criteria - 
FAA Sec. 122 (b) . Information ard 
conclusions on capacity of amtry 
to repay the loan, at a reasonable 
rate of interest. 

FAA See. 620 (d) . If assistance is for 
m y  productive ettterprise which will 
canpete w i t h  U.S. enterprises, is 
there an agmemnt by t he  recipient 
country to prevent m r t  to the U.S. 
of mre than 20% of the enterprisels 
annual production &ring the life 
of the loan? 

ISlsCA of 1981, Sec. 724 (c) and (dl . 
I f  for Nicaragtn, does the loan a q w -  
ment require that the funds be used to 
the miudmun extent possible for the 
private sector? Does the project pro- 
vide for d t o r i n g  mder FAA Sec. 
624 (g) ? 

EcoMJnic Support Fund Project Criteria 

a. E M  Sec.531(a). Will this assistance 
pranote eaxmnic or  polit ical  stabili-  
ty? To the extent possible, does it 
ref lect  the policy directions of FAA 
Section 102? 

Yes. 

Project w i l l  inset Bo31via1s 
need to reduce illicit - 
production and to expand 

6 

agricultural and industrial 
productivity. ' Bolivia s 
research artd education insti- k 

tutions w i l l  be used. 

Bolivia has dermnstrable 
problerns i n  repamt of new 
short term debt creditsl, such 
as the proposed pro jet% pose 
no difficulty . 



b. FAA Sec. 531 (c) . Will assistance 
this chapter be used for mili- N/A 

tary , or wamiliw activities , 

c. FAA Sec.534. .Will ESP funds be used 
-e construction of the 
aperation or maintenance of, or the 
supplying of fuel for, a nuclear fa- N/A 
cili.ty? If so, has the President 
certified 'chat such use of funds is 
indispensable to mpro l i f e r a t i on  
objectives? 

d. EY'A Sec.609. if camdities are to 
be granted so that sale proceeds will M/A 
accrue to the recipient countq, have 
Special P ~ x o u n t :  (courrtwqart) arrange- 
ments been made? 
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Project location : Bolivia 

Project Title and No.: Chapare Regional &velopm~t - 5U-0534 
Fundint?: $ 10.0 Inillion loan 

$ 4.4 million grant 

Ufa of Project: - 5 years, 1983 - 1988 
E E  Preparad by: John A. Fasullo 

me: May 30r 1983 (mted frcm PD) - I 

Mission lhreshold &ccmnendation: Negative Detmmhation 

* An IFE wars conducted prior to  suhission of the PID in Kay, 1982. 
lhis represents an update of the May 1981 ~~~ and 
reflects rele-t infoz~ll~ltion contained in the E l w i m r r m ~ t a l  
Analysis (attached) and perthent tedmi~,al/eccnmic/social ' 
repot8 Wch were not wailable at t.h~ tim o,rj'.ginal IEE was 
pmpared. 



Project Description 

This project provides f M W  mi technical assistance tr, the 
Govenmrjnt of Bolivia to emable it to successfully address agriculturcl 
prcduction constraints in the Chapre region. Tb date, the level of 
pmdwtd.on of agricultural gcds Fn the region has nut mt w i t h  
tations dl*, in large part, ta marketing cxmstrsclnts. OthenC s iydficant  
~xobleans k~cluda very high M a l l  and qenarally lw soil capacity for 
agricultwal, inappmplrafx! technology using traditional practices of 
cul,tivatian and l a n d m a n a m t ,  pmblenrs of t ~ ~ ~ t i c # l 3 r l d  lack 
of available cxedit. The project purposes ta strengthrsn xcsseardi, 
training, demonstration and extension activi t ies in the Chapam area. 
Assistance w i l l  be g i m  to upgradhg ~ ~ ~ k t i n g  1mcAm~1sns, agro&lndueial 
deverloprrent, and aid inpztmmmt' in ypcduction systems. Fernrrer credits wiU 
also be provided. ap&meriting agencies include IBTA, aORUEE0, FRglCaE 
and other XCIs. SI3I3P w i l l  be respansible for overall. projec2: amrdlner- 
tion. 

Collectively, the elem?~ts of art3 pm'jetct= should ham a positive 
inpact on the pmject area by ensuring that future agricultural activitltcers 
axe oriented tawad sustainable land uses and cultivation patterm. 
Current aqeriende suggests that f-ial and technical assisti4nce is 
needed to assure that future devel-t of the chapaxe region is 
ecclnanicalPy and en-aly sustainat;le. 

Mission Threshold %-tian 

A mxtew of .alternative project s t r a t e g i s  was canpleted during 
project develcpmnt kv a consulting tern of eight naturau. resource m g e -  
ment experts oolrnknrating ,with USAS;/Bolfvia and This m e w  
h c 1 W  1) an evaluation of eoolcgid, econmdc social constraints 
ts enhanced regional agricultural prductim; and, 2) an evaluation of 
possible ecological hpicts of AID technical and financial assistance 
to increased agricultura,l. deve?.oprrent. The proposed pmject desigr, 
con- w i t h  the substame of the r 3 x c m m n s  of +h review team 
and, presents no significant f o ~ ~ k ~  threat to the envirwrment. 

* A cerpy of th is  malysis is attached. 



WUD/Bolivia therefore recxmnends a h d m l d  finding that the project 
possess no erignlficant threat to the natural, resouroe base and a 
negative threshold &tamhation ba given. 



Changing the characts of land through 

a. Increasing the p p u h t i o n  
b. -acting natural resources 
c. Land clearing 
d. Changing soil  character 

2. Altering Natural Defenses 
3. ' :* .a reclosing mprbnt  uses 
4. . f z - f m ' i n g  Man or His Wxk s 
5. Other Factarrr 

1. Physical state of water 
2. Chemical a 1  Biological stateu 
3. Ecological Balance 
4. Other Fackm3 

1. A.Lr Additives 
2. A k  Pollution 
3. mise Pollutim 
4. Factors 

1, . Diversion, Altered Use of W ~ h x c  
2. Lzversible, Inefficient (Bnnitnrents 
3. Other Factors 

1. Altering Physical symbls 
2. Dilution of Cultural Tra&Ltions 



1. Changes in E c o n a n i c ~ l ~ t  P a t t e r n  
2. Changes in Population 
3. a~ilge~ in Cultural Patterns 
4. O ! !  Factors 

1. Changing a Naintural Ehvirormrent 
2. Eliminating an Ecosystem Elexrent 
3. Other Factors 
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