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ANDEAN REGIONAL PROGRAM: FY 1980 ABS

INTRODUCTION

During the past years the Latin American Bureau has assisted regional
and subregional integration efforts throughout the hemisphere.
Regional loan and grant activities in Central America and in the
Caribbean have been two of the Bureau's larger programs. This was

in line with our Congressional Presentations which identified as a
major objective of the Latin American program the encouragement of
regional integration to foster the growth of internal markets and
overcome the diseconomies of small national scale,

The most important integration effort in South America has been that
of the Andean Pact =~ a regional grouping comprised of Bolivia, Peru,
Ecuador, Colombia, Venezuela and, until recently, Chile, As a result
of technical and political difficu.ities associated with some of the
Pact's early integration efforts, initial opportunities for AID
participation in the Pact's activities were limited and our regional
program in South America has been more modest than in other regions,
To date AID support to the Andean Region has included only small
grants to the Andean Pact for technical advisors and one $15 million
loan to the Andean Development Corporation (CAF) approved in 1972
for reslending in the private sector for projects which furthered
economic integration. This loan is fully committed and will be
closed out by the end of CY 1978.

The Andean Pact has focused almost exclusively on removing trade
barriers among member countries, developing a common foreign invest-
ment code and implemewnting regional industrial planning. The CAF

has directed most of its financing to large private and public sector
industrial enterprises and to some infrastructure projects, It has
vigorously su, ported the Andean Pact's sectorial programs of industrial
development and its underlying long-term objective of capital intensive
imp t substitution, Until recently, very little Andean Pact attention
and very little CAF financing have been directed to regional agricultural
development or other programs that might directly address some of the
fundamental problems of the poor in the Andean Region. Thus, since

the establishment in 1973 of AID's New Direction legislation, it has
been difficult to expand oir Andean Regional program, If no new
Andean projects are initiated, AID's involvement with the Andean Pact
and with the CAF will terminate in 1978,




In early 1977, one of the Bureau's senior staff visited the Andean
Pact offices in Lima and the CAF offices in Caracas for exploratory
discussions on possible new AID initiatives for assisting Andean
regional development. These discussions followed an ARA~sponsored
conference in Lima on the future of the Andean Pact and President
Carter's speech to the OAS in which he reiterated continued USG
support for Andean integration. The combined events of the ARA
Andean Pact Conference, President Carter's speech to the OAS, and
the Bureau's visit led to several requests from officials of the
Andean Pact and the CAF for expanded AID assistance for Andean
Regional projects. Also, in his response to President Carter's

OAS speech, the U.S. Ambassador to Peru recommended that "... AID
move as rapidly as possible to expand its Andean Regional Program,"
These initiatives encouraged the Bureau to submit an FY 79 ABS last
year. Unfortunately, budgeting constraints at that time precluded
moving ahead with that proposal.

This FY 80 ABS is being presented because there is continuing and
growing interest in an Andean Regional program, both from the CAF
and the Andean Pact, as well as from within the LAC Bureau and the
AID Missions in the region. The essence of this ABS is the same as
last year's in strategy, objectives, and project proposals. However,
it proposes a more modest funding level, in recognition of expected
budget constraints and competing demands for funds from the Bureau's
other bilateral and regional programs,

As AID formally closes its relationship with the Andean Region when

the CAF loan terminates this year, the Bureau should consider renewing
that relationship with an innovative and important regional program.
Such a program is proposed in this ABS -- innovative because it
addresses new problems in sectors such as energy, technology, and the
environment; and important as a catalyst in effecting a fundamental
shift in Andean Regional development strategy. While building on past
successes in Andean integration, the program embraces the less ambitious
goal of regional coordination in those areas of development which are in
the interest of all the member countries., A real and significant
opportunity exists at this time for AID to capitalize on a viable
institutional framework and the growing momentum for policy change

in order to encourage the Andean Region to address those development
issues which are of highest priority to AID.




DECISION UNIT OVERVIEW AND MINIMUM PACKAGE PROPOSAL

BACKGROUND

The Andean Group was formally established in late 1969 with the signing
of the Group's bacsic charter, the Agreement of Cartagena, by the
Governments of Bolivia, Chile, Colombia, Ecuador and Peru., Venezuela
membership in the Group was agreed upon in early 1973, The basic
reason for the forimation of the Group was to enable the member countries
to compete on a more equal basis with the Latin American big three --
Brazil, Mexico, and Argentina -- and to accelerate the process of
economic integration and development among member countries., As the
financing arm of the group, the Andean Development Corporation (CAF)

was created and began operations in June 1970,

During the first five years of its existence, the Andean Group exhibited
substantial harmony and dedication in both designing and implementing
integration programs. Intra-regional trade barriers were substantially
reduced and trade among the six Andean countries increased by more than
400% in the period 1969-~75, Three major regional industrial allocation
and development programs -~ in the metalworking, petrochemical, and
automotive sectors =-- were developed and are now being implemented,

A common Andean Foreign Investment Code (referred to as Decision 24)
was agreed to by member countries and a legal framework was developed
for promoting Andean Multinational Enterprises (Decision 46). The
Andres Bello Convention covering the integration of the educational,
cultural and scientific sectors was approved and was followed by
Decision 84 that proposed, among other intitatives, an effort to
promote Andean Regional scientific and technological development.
During this period, the Andean Development Corporation (CAF) rapidly
developed into one of Latin America'’s most important regional develop-
ment banks and was ircreasingly able to attract international resources
to meet the growing regional industrial development needs of member
countries. Likewise, the Andean Pact developed a highly competent
staff of more than 40 economists, engineers, and cegional planners

who provide support for regional decision-making, planning, and
implementation mechanisms. In the period 1969-75, encouraged by

the Andean Pact and the CAF, a positive integration momentum surged
through the Andean Region.

However, in the past few years, the Andean Pact's early success has
given way to a much slower pace of progress, as the difficulty of
reconciling conflicting interests on such sensitive issues as industrial
planning has proven considerably greater than anticipated. ULikewise,




the withdrawal of Chile from the Pact in October 1976, because of a
dispute over the Pact's investment code and schedule for reducing tariffs
«- reflecting Chile's fundamental disagreement with the Pact's import
substitution strategy -~ has greatly contributed to a major rethinking

of the Andean Pact's previous development and integration strategy. As
most observers agree, Andean integration is at a critical turning point,
The response to current problems could either lead to the stagnation of
Andean integration or to the emergence of significant new opportunities
for promoting the growth of South America's most important regional
grouping.

A number of very preliminary new Andean Regional initiatives in agri-
cultural development, nutrition improvement, science and technology
development, environmental protection and regional training already
appear to be emerging. These new ideas represent the beginnings of a
fundamental shift in the Andean Pact's previous development strategy.
The implementation of these new concepts could begin moving Andean
integration towards a more balanced regional development strategy,
encourage expanded concern for the poor and promote the implementation
of less politically sensitive regional programs that would continue to
reinforce the commitment of member countries to regional coordination
while the Pact's more ambitious efforts are being worked out.




PROGRAM RATIONALE

Now is a propitious time to reaffirm USG support of Andean Regional
cooperation. An important opportunity exXists to provide meaningful support
for the region's evolving shift away from its prior capital-intensive
development strategy which has in the past favored the urban industrial
sector, At this critical juncture in Andean Regional development, USG
support, backed by AID funding, could make a strategic difference in
whether, and how far the new initiatives are carried out. AID funds,
carefully vlaced, will not only assist in financing programs which are
designed to directly and indirectly benefit the region's poor, but will
offer a valuable opportunity to encourage wide-ranging policy measures

in such areas as agricultural and rural development, choice of technology,
environmental protection, and resource planning. Moreover, AID can
utilize its funds to attract a sizeable financial commitment from
Venezuela to Andean Regional programs, particularly in areas such as
non-conventional energy and technology development and agro-industry

which are in Venezuela's own development interest.

Since average per capita incomes in the Andean country's reflect the
region's highly skewed inccme distribution, these figures disguise a
sizeable rural and urban poor population. In three of the five Andean
countries == Colombia,Peru and Bolivia -~ the concentration of wealth
is far above the Latin American average, where the richese 5% of the
population receives from 36% to nearly half the national income. The
vast majority of the populaticn in these countries, therefore, have
per capita incomes far below the national averages. While detailed
data are not available for all countries, it is safe to say that over
one-half of the region's population lives in poverty. This incidence
of poverty in the region explains AID's continued interest in working
with the Andean countries, While AID now has active bilateral programs
with only Peru and Bolivia, prospects are excellent for a new program
with Ecuador, and the possibility of renewing a program with Colombia
is now being considered. Venezuela is the only Andean country not
considered eligible for AID assistance, and it is expected that it will
not receive any AID funds under this proposed program, but indeed will
be a significant contributor.

Supplementary to the developmental rationale for an Andean Regional

program is the positive human rights record throughout the region. The
five Andean countries are exemplary in the hemisphere for their

commitment to civil liberties and public participation. Venezuela

and Colombia have democratically-elected governments while Ecuador and
Bolivia are scheduled to elect new governments this summer to replace
current military regimes. And Peru, in its first step toward a return

to participatory democracy, has scheduled elections to select a constituent
assembly to redraft the constitution. In none of the five Andean countries




is there a consistent pattern of gross violations to human rights of
prisoners, political opponents, trade and labor unions, or other political
groupings. This outstanding record clearly warrants a positive expression
of USG and AID support.




THE ANDEAN REGIONAL PROGRAM

The overall purposes of the program would be to encourage Andean
Regional initiatives in addressing new areas of regional concern such

as rural employment generation, nutrition improvement, natural resources
planning, manpower training, science and technology development, and
regional satellite technology utilization. This effort would demonstrate
USG support for Andean development and integration as well as encourage
the Andean Group to look beyond its narvrow strategy of import substitu-
tion industrialization to 1 broader view of Andean Regional cooperation,
Specifically, the AID program would be designed to serve the following
basic purposes:

Support the implementation of Andean Regional development and
integration policies that can more effectively deal with the
region's serious poverty problems, and thereby encourage the
Andean Pact and the CAF to implement a more balanced regional
development and integration strategy.

Assist the Andean Group develop organizational structures and
implementing mechanisms for dealing with such new concerns as
environmental protection, science and technology development,
agricultural crop insurance and satellite technology that are

increasingly important developmental concerns, and are most
effectively treated on a regional level.

Attract a significant financial contribution to Andean Regional
development from the region's wealthy partner, Venezuela.

Reinforce the commitment of member countries to regional
cooperation and integration, while strengthening existing
regional institutions.

Demonstrate USG support for Andean integration and for the
human rights records of the Andean member countries,

The projects in the proposed Andean Regional program have been identified
as those addressing urgent development problems which can most effectively
be treated on a regional level. These include, first, problems which go
beyond national borders, either because they relate to common resources or
because their resolution requires a pooling of resources from two or more
Andean countries. Examples of these kinds of problems include over-
fishing of Lake Titicaca on the Peru - Bolivia border, agro-industrial
development in which raw materials for processing industries straddle




national boundaries, o» imbalances in labor and energy supplies among
Andean countries. Second, certain kinds of programs exhibit significant
efficiencies of scale in planning and implementation, Programs in
satellite technology development, some kinds of agricultural research,

and R & D on alternative technolgies and energy sources will benefit

all Andean countries and, if done on a regional scale, can eliminate
duplication of efforts and investments in facilties, research, training
and administrative infrastructure. And last, regional cooperation is
critical to the viability of programs which may require standardized
policies and uniform controls, particularly in the fields of environmental
improvement and technology development. The projects proposed below,
therefore, are necessarily regional in nature, and can not be as effectively
undertaken on a bilateral basis.

Selected projects and proposed funding levels for F¥s 1979 - 1981 are
as follows. More detailed descriptions are given in Tables IV A & B.

FY Project Title Funding (in $000)

FY Regional Agro-Industry Development (L) 10,000

FY Regional Remote-Sensing Technology 5,000
Transfer (L)
FY Regional Environmental Improvement (G) 500

FY Regional Energy, Science & Tech-

nology Development (L) 12,000
FY Regional Communications Satellite

Services (L) 4,500

FY 81 Regional Environmental Improvement (L) 12,500

Additional projects may be identified in the course of the coming
year as program development proceeds in close collaboration with the
Andean Region. These may include regicnal agricultural planning and
research, manpower training, agricultural marketiing development,

and regional health services.

These projects will be implemented through the Andean Region's major
institutions: the Andean Development Corporation (CAF), the region's
development bank; and the Andean Pact, the Region's technical
secretariat charged with regional policy formulation and development
and implementation of projects. Other regional institutions, such
as training and research institutes; will also participate,

Implementation of this proposed program would represent a fundamental
shift in the Andean Region's development policies and would encourage
the region to establish new programs and mechanisms for dealing with
regional problems that will continue well into the future. Such an
AID effort would represent a new USG commitment to Andean cooperation
and would allow AID to play more creative and dynamic role in assisting
Andean Regional development,
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Decision Unit: Andean Regional

» TABLE I: LONG RANGE PLAN

($ million)

FY 78 FY 79 FY 80 Planning Period
Category (Estimate) (Request) (Minimum)1l/ Fy 81 FY 82 FY 83 FY 84
Food & Nutrition 15.0(L) 5.0(L) 7.5(L)
Education 6.0 (L)
Healin 5.0(L)
_.spA 16l () 12.5(L) -
Total Program «25(G) «25(G)
TIoans - _1‘5:()”4\- 16.5 12.5  10.0 7.5 6.0
Grants .25 .25 o - e

Personnel (wk~years)2/

USDH (.25) (.25) (1.0) (1.0) (1.0) (1.0) (1.0)
Contract (.25) (1.0) (1.0) {1.0) (1.0} (1.0)

Operating Expenses 3/

1/ No additional programs for expanded or proposed decision packages.

2/ Program will be managed from AID/W; therefore, requirements as shown here are included in AID/W
personnel budget, and are non-add items,

3/ Operating expenses will be met from the AID/W budget




Decision Unit: Andean Regional

TABLE III: SUMMARY OF RESOURCES ($000)

FY 78 cY 79 BY 802/ 1/
Funding Personnel 1/ Funding Personnell/ Funding Personnel~

Agro-Industrial
Development (L)

Remote-Sensing
Tech. transfer (1.)

SDA:

598-1~-004 (L)

Communications
Satellite Services (L)

Environmental
Improvement (G) 250

Energy, Science &
Tech. Development (L) 12,000

Total Program 25 A;§L?50 » 25 16,750

Non~Program (All non-program costs to be met from AID/W operating budget)

1/ USDH only (excludes outside contractors)

2/ Minimum decision-package; no program for expanded and proposed packages.




TABLE IV A - ACTIVITY NARRATIVE: ANDEAN REGIQNAL AGRQ-~INDUSTRY

Purpose: To establish a credit fund to finance regional agro-
industrial projects which benefit the Andean Region's rural poor by
creating jobs and assuring stable markets for agricultural production,

Background: Since the establishment of the Andean Group in 1970, it

has focused its energy and attention on the removal of industrial
trading barriers among member countries, control of foreign investments,
and promotion of an industrial development strategy that has emphasized
capital~intensive import=substitution policies. These development
policies have tended to benefit large enterprises located in the
urban/industrial and export sectors, while the rural economy has remained
untouched by regional development programs., The great majority of the
rural habitants of the Andean highlands and jungle areas continue to
live in poverty, subsisting on marginal agriculture or forced to migrate
to capital cities in search of employment,

Thus..confronted by massive rural poverty, growing unemployment and income
inegualities, and an agricultural sector that cannot adequately supply
the Andean population or its commercial/industrial sectors, the Andean
Pact has begun to reassess its development and integration strategy.
There is a growing awareness that to further the development of the
Andean Region, which remains predominantly agricultural, there is an
urgent need to increase the productivity of the agricultural sector, to
increase the employment and income of the rural agricultural labor
force, and to achieve greater integration between the agricultural and
industrial sectors, It is recognized that increased productivity of the
Andean agricultural sector can also contribute to a more equitable
distribution of income,

Reflecting these new concerns within the Andean Region, in November

1976, the Ministers of Agriculture of Bolivia, Peru, Ecuador, Colombia

and Venezuela met to discuss and analyze the Andean agricultural sector.
From this conference emerged twenty-two recommendations for expanding
regional agriculture development activities that, taken together, represent
the formulation of the Andean Pact's first Agricultural Development and
Integration Program. By January 1977, a new Andean Regional Department

of Agriculture and Livestock was created. This Department has begun
formulating a long-range regional agricultural development plan and
specific regional development and integration projects in the Andean
auricultural sector., One package of such projects =- in food technology --
has already been formally approved by the Andean Pact's Commission in

its Decision 126, issued in February 1978, which also designates agro-
industvy as a new priority sector for regional development.
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These initial steps show great promise for a shift in the Andean
Region's policies toward a more balanced development and integration
strategy that can effectively address regional agricultural and rural
poverty problems, However, successful implementation of this new
strategy will require substantial political will, difficult policy
changes, and large infusions of capital and technical assistance.
Without adequate and timely support, the momentum behind this new
initiative may be lost and, with it, an opportunity to effect a
significant shift in Andean Regional development policies.

Project Description: Studies conducted by the Andean Pact confirm that
one of the most promising strategies for increasing agricultural
productivity and rural incomes is through development of a regionally
integrated agro-industrial sector. A regional approach to agro=-

industry development allows integration of all participants in
production, processing, and marketing where raw materials, labor

supply, processing facilities and potential markets straddle natiounal
borders. For example, Venezuela, a major food-deficit Andean member,
offers an immense market for agricultural products which could be readily
tapped by neighboring labor-abundant countries. For certain agricultural
products, bottlenecks in storage and processing facilities or marketing
infrastructure in some countries discourage full exploitation of
agricultural resources available in other countries. Investments
designed to relieve thes2 and similar constraints to regional agro-
industrial development may be expected to have a significant impact

on rural poverty and nutrition ir the region by assuring stable markets
for agricultural production, creating off-farm employment opportunities,
and increasing the region's supply of food products.

The Andean Development Corporation (CAF), the financing arm of the

Andean Pact, has recently initiated a new development strategy to

promote the expansion of integrated agro-industries. Four categories

of agro-industrial projects will be financed, including: (1) agro-~
industries that serve Andean regional markets, (2) agro-industries
composed of stockholders from two or more Andean countries, (3) successful
national agro-industries that are prepared to expand into a second

Andean country, and (4) agro-industries along the frontiers of two

Andean Pact countries that must operate in both countries to be feasible.

The proposed AID loan, estimated at $10 million, is designed to build

on this initiative by providing technical assistance, training, and capital
to the CAF to establish and administer credit for a regional agro-
industrial development fund. Technical advisors in agro-industrial
planning and marketing would be provided for up to two years to assist

the CAF in identifying agro-industrial investment opportunities, promoting
new enterprises, and developing guidelines for feasibility studies and




criteria for CAF financing. The special expertise of LAAD might be a
valuable source for this kind of contract assistance, In addition,
AID funds will be provided to finance short-term training, seminars,
and international travel for CAF officers. Up to $500,000 will be
provided for these TA and training costs., The remainder of the AID
loan, or §9,500,000, will constitute seed capital for a revolving
credit fund to finance new or expanding regional enterprises. Credit
under the loan would be provided only to enterprises which meet
criteria regarding rural job creation, linkages to the small farm
sector, and regional integration. Both the CAF and tlie private sector
will be expected to make sizeable contributions in debt and/or equity
funding of eligible projects financed under the project. The CAF
will also provide necessary administrative support and technical
assistance to borrowers.

Beneficiaries: The project will provide dire~t benefits to the rural
poor throughout the Andean Region in the form of new off~farm employment
opportunities, assured and stable markets for agricultural production,
and a more balanced supply of food products.

Current Year Program: A PP will be presented for AID/W review and
authorization in the second quarter of FY 79. Negotiations will
proceed with the _AF, Andean Pact, and member govermments for loan
signature in FY 79. Request for technical assistance proposals will

be prepared.

Budget Year Program: A technical assistance team will be selected and
a project implementation plan will be developed definiwng selection
criteria and operating procedures, Credit operations will begin in
the CAF and a promotion campaign will be undertaken.

Major Outputs: During the four-year life of the project, AID funds
will be matched by CAF resources to capitalize a $19 million credit
fund. This fund will finance an expected 20-35 agro-industrial
projects which will create an estimated 5000-7500 jobs. Almost $7
million in private and public sector investment resources will be
mobilized for agro-industrial development designed to benefit the
rural poor.
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ACTIVITY TITLE

DECISION UNIT

DECISION PACKAGE

BUDGET YEAR

TABLE IVB Andean Regional Agro~Industrial andean geﬂiion_?]é r_}'Xi.lﬁﬂuln't — 'rif- i‘ggf
. COST
ACTIVITY BUDGET Development AL OBLIGATION INAL OBLIGATION A
DATA FY 1979 FY 1979 $10,000, 000
PROJECT NUMBER APPROPRIATION DATE PP/REVISION DATE LAST PAR DATE NEXT PAR
595-0001 FN
. ESTIMATED U, S, DOLLAR COST (§ 000)
Py} 19 78 cvyy 19 79 BY? 1980
ACTIVITY INPUTS osLl — | EXPEN—|PIPE~ EuNOING oBL1- |EXPEN} PIPE- F;,‘-l’_:‘}'ﬁé,‘“[‘)e oBLI- |EXPEN-|pPIPE-
GATION | DITURE | LINE (Fre 10) GATION |DITURH LINE rar g0y |eaTion |DITURE [LINE
AlD— FINANCED TOTAL~
10,000{2,150{ 7,850 - 3,850 } 4,000
TA and training 1/79-12/80 500 150f 350 - 356 --
Credit 1/79-12/82 9,500} 2,000] 7,500 - 3,500 | 4,000
HC AND OTHER DONOR TOTAL~ Ig_:}.{" T d e YRR TR ER HEIER | LIFE OF PROJECG
2 e it}
o o LRS! 3, 550 Rtaa it =adn 16,900 :
CAF: administration a6 ,é ey d SR (oA 0 $HEEE 595';'"95- 3 g TRl e e
. Aot T8 3 Shifals ssfriiind s Lhi
credit et SE }f,- ks 2,000 [l lannipsian IS 3 sodip gt
- : i u..;! » ;'-o for l'?kﬁ-'t:'v' 3 £ 5y “i‘:'. .: t o vkl = i
Sub borrov_vers. equity T ) SRy e n*,s;f {hts R A hndes Fitde
contribution ; g ,,% hahid 1,400 —ig—{!,,.‘f Bl ok A 2, 45044 E0A :
%, g & G I ,-\-~: i ; ..i_, _;3;;; :"”,i!r, i P':;T1i, ~75€.‘ 4 * :
PERSONNEL WORKYEARS (XX, X) . PERSONNEL PARTICIPANTS PROGRAMMED FOOTNOTES
FUND ING FISCAL YEAR INTENSITY TYPE A-NONCONTRACTH FISCAL YFAR
DI
B=CONTRACT
9 R E‘YONED HIGH - 19 19 19 i
19 781979 (1980 {1281 | '982 TYPE | LONG— TERM
m 1.0 {1.0 | 1.0 { 1.0 | - D MEDIUM A SHORT — TERM
ToY (X5 ) | TYPE | LONG—TERM | - _
nggp“‘éulsﬁsigﬂ .25 +25 [ +25 2D ] <25 .15 Jixd row B8 SHORT-- TERM [ | §

Al 1330—~8 (3— 78)
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TABLE IV A =~ ACTIVITY NARRATIVE: ANDEAN REGIONAL REMOTE-SENSING

TECHNOLOGY TRANSFER

Purpose: To create an indigenous capacity ... .he Andean countries to
utilize remote-sensing technologies for rural development objectives.

Background: The rugged terrain of the Andean region, the dense jungle
forests, and the expansive desert areas throughout Latin America pose
formidable obstanles to natural resource assessment and exploration.
Severe climatic conditions present a constant threat of crop fallure
and flooding, Geological formations make the area vilnerable to
earthquakes and landslides. In view of the lack of basic communication
facilities and transportation infrastructure, a number of the countries
of the region have expressed a strong interest in utilizing modern
satellite technologies as a less costly and a more immediate alternative
for natural resource inventory and planning. Such
advanced technologies are, however, beyond their means to develop
independently,

Since relevant and accessible satellite technologies are the sole
properties of the U.S., Government, they can only be acquired through a
direct technology transfer. Responding to the U.,S. commitment to
transfer such technology, the countries of Latin America and the
Caribbean will organize themselves during FY 1979 (with assistance
from A.I.D. =~ Regional Remote Sensing Project 598-~0580) into a Pan
American Remote Sensing Commission. The purpose of the Commission
will be to stimulate the utilization of remote sensing imagery for
development throughout the region,

Last year the Andean Pact countries through the Andean Development
Corporation (CAF) requested A,I.D, financing to create a Regional
Remote Sensing Training Center., Although that solicitation was not
honored, the interest and needs in this area have not changed. Building
on this earlier CAF initiative and the broader regional commitment to
use of remote sensing imagery, this project proposes the creation of

a Remote Sensing Training Center through a $5 million A,I.D, loan to

the Andean Development Corporation.

Iroject Description: The total financing for the four year project will
be 5310 million ($5 million loan from A.I.,D. and $5 million in counter-
part from the CAF). These funds will be used to establish a Regional
Remote Sensing Training Center located in the most appropriate Andean
Pact country. The purpose of the Center will be to train personnel of
the member countries in remote sensing and service their needs as well.
More specifically, it will operate a LANDSAT data processing and
photographic dark room archives facility; maintain a computer compatible
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tape and map files and a photogrammetric, mapping and surveying laboratory;
operate a drafting and map preparation room and a classroom and a research
laboratory with offices.

The Center will be capable of processing and interpreting remote sensing
data by visual and computerized technicues and provide on-the-job training,
It will also include a remote sensing library with a LANDSAT browse file
and engage in promotional activities through a newsletter and other out-
reach mechanisms,

Although the Center will be primarily emphasizing the remote sensing needs
of the Andean Pact countries, arrangements will be made to extend its
gservicing and training capacity to the other countries of Latin America
and the Cariblean that need them in accordance with a financial and
administrative arrangement suitable to all parties concerned.

Beneficiaries: The most direct beneficiaries will be the respective
personnel of the participating Andean Pact countries and the appropriate
ministries that are involved in the institutionalization of this remote
sensing interpretation capacity. Better national economic development
planning will result from this process. Indirectly, there will be a

link to the rural population, including target group farmers and rural
workers through national programs that impact on reforestation needs,
water resource availability, colonization, and utilization of agricultural
lands,

Current Year Program: The project will fund two staff years of technical
assistance to provide advice and guidance in the staffing and establishment
of the Center. In addition, a training program will be initiated to train
six (6) long-term participants (one from each Andean Pact country) and
about 9 short-term participants who will be involved ir. the operation of
the Center or engaged in remote sensing work within their own country.

By the end of the Budget Year, the staff of the Center will be in place
and land and a building for laboratories and teaching will be available
to house the Center. The staff will consist of a Director and Deputy
Director and four staff members for research and training.

Budget Year Program: Equipment will be ingtalled and the Center will
begin to provide full range of services. Short term training courses
and workshops will be conducted.

Major Qutputs: Outputs by the end of the four-year project will be:
plant and equipment in place for a fully operating center; staff in place
for the Center and in the Andean Pact countries; a Center that generates
land cover computer tapes and colored map products by processing and
interpretation of remote-sensing imagery data; a Center that provides
training and performs research in remote-sensing analysis. General
output indicators would be: 10 LANDSAT sGenes processed per day;




storage facility for 1,000 CCTs; 100 square feet for map storage; visual
analysis equipment ~- one each of color additive viewer, density slicer,
zoom transfer scope, and rear view projector; class and lab workroom
for 10-12 students; offices for staff of four professionals; one
photogrammetric stero-compiler; one audio~visual lan -~ three projectors,
three tape recorders; two office duplicators; one interactive digital
processing system; four-wheel drive vehicle; access to one aircraft
with remote sensing equipment; complete surveying equipment.

Lo
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TABLE IV . = ACTIVIZY NARRATIVE: ANDEAN REGIONAL BENTIRINMENTAL IMPROVEMINT

Purpose: T create an institutional capacity to foxswulate and carry
out a strategy for environmental improvement and natur.:l resource
planning for envirconmentally sound economic growth .1 the Andean Region.

Backyrruna: Due tc the nature of past economic griweh un the countries
of the Andean Region, theSe countries are now confronting a variety

of environmental problems irn a uniquely exaggjerated form., Extractive
industries predominate in all of the Andean cocuntrie., accompanied

by a lLost of smelters, refireries, extensive transporstation networks,
and one of the highest urbanization rates in the worid, The environ-~
mental conseguencel of this pattern of industrial and urban development
are in many oases aiready apparent, including pollution of major river
system;, uamage to ocils irrizgated rrom these rivers, and serious
health nazards from air and water pollution owing to out-dated
manufacturing processes and inadequate waste treatment. In other
casew, Thv cnvironmental concequences are as yvet unknown, such as those
arisin; Zrom oil pipelines, railroad grids, and electric power lines
whica rovelse wide expanses of virgin territorv. Natural resources
are swweoed i dthe. ways, aw fertile land is turned over to housing
PO 3 Ami. rnuastrial comp.exes to keep pace with irban growth, and,
1n t.e rural areas, a fast declining land-to-man ratio has led to
over=-Gracing, over-Iishing, deforestation, and erosion and mineral-
deylevicn oL soxls.

Tentutave s.rst St have been taken by the Andean governments in
response to some oo these environmental sroblems. Dmt such efforts
acv lanited by .ack oi techniical knowledge, financial resources,
wiai, lastituticnal and policv coordination. Since environmental
coxwlection demands the application of new technologies, it will
reguire major investments in research and development, industrial
design, and aatural resource utilization.

Moreovar, any cnvivonmental Jrotection plan which 2. to be viable
demands an inteyrated regional approach., First, many of the current
proplems arce shared b all or most of the countries in the region,

and some, irvolvaing frontier resources, can only be treated regionaliy.
Furthe:r, given economic lnvaodependence among the Ardean couatries,
which are durectly linked by trade, there is an interest in resolving
envircnmental problems which Jo bevond naticnal borxcers. And last,

a uniform s.categy and stanuurdized controls are necessary to fairly
distribute the costs of enviconmental protection.




Project Description: This project will provide the necessary technical
and financial assiscance to assist the Andean Regiorn in planning and
implementing a meaningful envirommental protection _.ogram,

This program will be initiated with up to $500,000 1n grant~funded
technical assistance in F¥s 79 and 80. The purpose of this activity
will be (L) to identiiy reglional personnel and institutions which
are sensitive to environmental concerns and have a capability of
articulating these concerns within the host-country context; (2) to
make a preliminary assessment of the most critical environmental
problems whaich affect the region; and (3) to outline proposals

for implementatian of a broad environmental improvement program on
a regional basis.

Based on tiiis prepoaratory work, a $12.5 million loan will be
developed fcr authorization in FY 81. The loan program will include
the followinyg elements:

(i) Technical Ass:.itance in Regional Environmental Planning: Up to

$1.0 million in A,I.D. loan funds will be allocated to finance training,
technical assistance, and special studies to develop scientific and
manageria. expertise within an Envircamental Policy Unit to be established
in the Andean Pact.

(&) Ervirosmiental instituticn-Building Fund: An estimated $1.5 millicn
in A.I.D. loan funas will be allocated for the development of institu-
tions capable of providirng advisory services in the field of environ-
mental protection. These may include member governments wishing to
establish an institutional capacity to make environmental protection
programs, ac well a.s rrivate consulting firms seeking to broaden their
technical services in environmental analysis. This component may be
supplemented by an PG to a US envirommental organization to develop

a pool of consumer-pased exgertise and to encourage public participation
in formulation and enforcement of environmental policy.

(3) Lnvircrmeotal ‘mprovenert Fund: The major prcject component wilil
be credit tc establish a fund in the CAF to finance pilot projects
utilizing ervironmental protection technologies. This fund will be
capitalized with up to $10 million in A,I.D. loan funds and up to $15
millicn in contributions from member countries. Credit from this fund
will be made available for: (1) natural resource protection programs,
includ.ng reforestation, erosion control, river deiease, water storage,
and cleaning up polriuted rivers and oceans; (2) public infrastructure,
such as waste disposal systems and clean and energy-efficient transpor-
tation projects; and (3) industrial investments in pollution control
and development of renewable sources of energv, Credit from this fund
will be given on ccncessional terms, and will be available to finance
both feasibility studies and capital investments.,




Beneficiaries: The beneficiaries of the project's wctivities will
include the general population of the Andean Region. However, A.I.D,
assistance in support of member country efforts to manage their

ratural resources will most directly benefit the poor, since the

poor tend to incur a disproportionate share of environmental costs:

as urban slum-dwellers, the poor are subject to health hazards from
air and water pollution from nearby industries; as subsistence

farmers, progressive mineral depletion and erosion of soils continually
reduce their productivity. By protecting the poor from these environ-
mental costs, the project will have a significantly positive impact

on the quality of life and future productivity of the region's poor.

Current Year Program: The PP for a proposed $500,000 grant will be
presented for AID/W review and authorization in the second quarter of
FY 79. A team of up to five TA contractors, one to work in each
member country, wil. be selected to begin to identify envirunmental
issues and to develop contacts with appropriate institutions. An
estimated $250,000 will be obligated in FY 79.

Budget Year Program: The $250,000 balance of the grant will be
obligated to continue funding for the TA contract. Building on its
prior year's work, the team will organize workshops and seminars for
governmental and private-sector personnel throughout the region who are
interested in and reclevant to envirommental protection policy. Project
development work on the planned FY 81 loan will begin.

Major Outputs: The grant project will provide an inventory of principal
agencies in the region which are involved in environmental issues,
establish linkages among them, and sensitize major governmental and nou-~
governmental actors to the importance of regional environmental planning.
The grant will, then, be creating the necessary institutional basis

for the foliow-on loan progrem.
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TABLEL IV A - ACTIVITY NARRATIVE: ANDEAN REGIONAL EWN.RGY, SCI:ZNCE AND

TECHNOLOGY DEVELOPMENT

Purpose: The proposed program is designed to improve the capacity of
the Andean Pact countries to select, generate, and adapt technology,
« with special emphasis on those that can improve the productivity and
the quality of life of small farmers and the rural and urban »oor.
The purposes of the program will be as follows: (1) to assist the
Andean Pact expand regional planning and coordinating mechanisms for
energy, science, and technology development; (2) to improve the capacity
of selected local universities and research institutes to develop
technologies specifically adapted to the region's factor endowments
and development problems; and (3) to promote utilization of locally
developed technologies by both the public and private sectors.

Background: The Andean Region has historically been dependent on foreign
scientific research and technological development, largely as a result

of a long-standing policy of import-substitution industrialization. As

a consuquence, technology choices have not reflected the particular
factour endowments of the region nor have they addressed critical

problens of the urben and rural poor, including underemployment,
malnutoition, and lack of access to low-cost energy sources. At the

same time, tae capacity of indigenous institutions to select, generate,
and adapt technologies has been sorely neglected, which in turn rein-
forces the reygion's dependence cn foreign technology.

The Andean Fact countries have become increasingly concerned about their
dependence oit technologies developed abroad, and have identified this
dependence as a critical bottleneck. First, it limits the range of
avalliable technology choices to those which are typically capital-
inteaszve and rely heavily on costly foussil fuels. 3econd, it does

not encourace development of technologies which can address the region's
critical developmerntz and poverty problems in areas such as nutrition
improvement, agricultural ana rural development, health care, rural
education, employmen:t generation, and development of non~conventional
sources of energy. It is increasingly clear that an indigenous capacity
for energy, science, and technology development is essential to permit
utilization of technologies which respond to local factor endowments

and local needs,

In response to these concerns, in 1974 the Andean Pact established in
its Decision 84 the basis for an Andean Regional policy on scientific and
technological development. This policy statement recognized the need
for the region to expand its ability to generate new technologies in
response to local needs, and established the Andean Pact's Technology




Department with a mandate to plan, coordinate, and implement nprojects
for the development of technologies suited to the needs in the region.
These projects typically address a regional technological problem,
mobilize public and/or private sector institutions throughout the
region to work on the problem with the Andean Pact, and provide

funding and overall coordination. To date, projects for developing

new technologies for exploiting tropical forests and technologies for
small copper mines have been initiated. A large effort to deal with
the region's serious nutrition problem through the development of new
low~cost food products and the development of the production and marketing
technologies for these products is currently awaiting funding. Other
projects in the areas of appropriate rural technologies and health care
are in early planning stages.

Project Descriptior: This proposed AID loan of up to $12 million would
assist the Andean Pact implement a system for developing the region's
technological capacity and directing these resources to address problems
affecting small farmers and the rural and urban poor. The project would
encourage regional planning and development of institutional capacity
among suppliers of technology to respond to regional energy asnd technology
needs, and would promote linkages between these institutions and the
prospective end-users of technology. Major project components will be

as follows:

(i) Regional Science and Tcchnology Planning: Up to $1.5 million of
the AID loan will be provided to assist the Andean Pact further develop
its institutional capacity for doing regional energy, science, and
technology development planning. Project funds will finance technical
assistance and training to develop inventories of available technologies,
assessments of technology needs and priorities, and linkages among

local institutions ©o coordinate research and dissemination activities.

{2) Univer:ity and Rusearch Institution Upgrading: Up to $1.5 million

of the AID locan wilil be provided to improve the capacity of selected
universitiet and research instituions to provide services recuired bv
public and rivate sector entities throughout the region. Institutions
targeted for technicai assistance will be those that have a capacity

or a desire to do research related to critical problems affecting

the AID target group of small’ farmers and the rural and urban poor,

such as development of efficient labor-intensive technologies, alternative
non-conventional energy sources, low-cost high~protein foods, and rural
health and education delivery systems.

(3) Testing and Application of Non-Conventional Energy Sources: An

estimated $3 million of AID loan funds will be earmarked specifically
for testing and adapting non-conventional energy sources for use by the
region's poor. Renewable energy resources, such as biomass conversion,




solar heating, and wind, hydro-, and geothermal power will be umo.g the
alternatives developed for testing, costing-out, and market study. Thes2
commercialization activities will be carried out by both public and private
sector institutions, and directed to energy solutions which are applicable
throughout the reglon.

(4) Credit Fund for Technology Investments: This credit fund will
provide financial incentives to encourage public and private sector
entities to contract with Andean R & D facilities for specific technological
development activities., Concessional credit would be provided to enter-
prises adopting new technologies designed to generate employment or
unconventional energy sources, or developing new products that deal with
a critical development problem. Subproject selection criteria will
assure a direct or indirect impact on AID's target group. Up to $6
million in AID funds pius a matching counterpart contribution from
Venezuela and other CAF members would provide initial capitaliza:.ion of
this credit fund.

Beneficiaries: Bencfits under this project will be spread among public
and private institutions involved in technology development as well as
those which will utilize new technologies in development of new products
and development programs., The ultimate beneficiaries will be the rural
and urban poor who will be arfforded new employment opportunities, improved
tools and equipment to increase their productivity, access to alternative
low-cost energy sources for household and productive use, improved high-
protein low-cost food products, and better health and education services.

Budget Year 2rogram: Loan funds totalling $12 million will be obligated
in FY 1980, Contracts will be negotiated to initiate technical assistance
activities for planning and institutional upgrading under the program and
the credit fund will be established.

Major Outputs: During the five-~year life of the project, a regional
technology planning unit will be established and will develop policies

and projects designed to encourage technological development in the region,
Public and private sector institvtions, including universities and research
firms, will expand their capacity to offer services in research and
disseminating technologies and non~conventional energy sources adapted to
local conditions and cdevelopment needs. Credit under the project will
finance the adoption of unconventional technologies in employment=-

generation, increased rural productivity, alternative energy sources,
and improved nutrition,
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TABLE IV A - ACTLIVLITY NARRATIVE: ANDEAN REGIONAL . JMMUNICAT.ION

SATELLITE SERVICES PROCIRANM

Pu;wose: 0 creace dn indigenous capacity in the Andean countries to
utilize commun.cution sateliite technologies for development objectives,

dacsgrounc: The (reat distances and rugged terrain of the Andean regioa
are Jormiduble baroiers to the delivery of information and services.
While major cities are served by modern telecommunications services

o var.ous sindu, « majority of people in the region live in widely-
dispessed ond ofte.. remote communities which have minimal contact

with the »oost of the country in which they are located., The costs

OL oxtad:’e. t Lde smunlcat.on services to rural communities by means

oL crnventio al cesruestrial technologies (mountaintop repeater stations
oo tvwrs hone lines) are often excessive due to the topographical
barsiwres Qna large dastances to be crossed,

GAU . U L oudllelCataon appears to offer an economical way to integrate
LUTL QGGG LOAns wi1to matlonal communication networks, providing quick
and . : w2 aczess to the resources offered by development-oriented
PrOulaie dici dyenc.aeS. ASETA, a working group established by the Andean
S e et i, to osudy possibilities for developing regional communication
Satellrte cuaacity, has completed preliminary feasibility studies and

i aow exaandining alternative sources for procurement of satellite capacity.

SHVUDwL colatries an the region are already engaged in planning fox
S wewllawolon of communication satellite capabilities in support of
Suru. d s elomment activities. In Bolivia, both the national university
yoos and o Mitaotry of Education are developing instructional broad-
SunLLY progyrams for rural areas with an eye toward eventual satellite
Jdaseribavion, and <he MOE has requested AID assistance in developing an
snexnpensive satellite-linked data transmission network to integrate the
administrat.ve centers which are being developed by the Education
Management Projec.. in Peru, the Ministry of Education and the national
relecommuiiicat.ons corporation (ENTEL-Peru) have requested AID assistance
1 Jlannang o £lex'ble, low-cost two-way rural telecommunications
Qeuwe UKk wihich woula combine terrestrial and satellite systems to bring
heaitu, cduzation, and agricultyral services (botl supervisory and
iufocmational oerv.ces of various kinds) to rural communities. In
Colombia, serious ~lanning studies are already under way concerning
utilizacion of a planned domestic satellite system for rural development
purpoces, Whiile these national plans demonstrate a consideraple aegree
of interesv in acquiring these services, a more cost—effective way to
undertake thiese plans would be on a regional basis. This project will
both serve these interests while pre-empting duplication of major
investments being planned by .ndividual countries.

The countricc of the region require a capability to provide a variety
of supporting services for communication projects utilizing the
satcllite for rural telecommunications. Any future satellite system
in the region, whether domestic, regional, or international {(using




the INTELSAT system), will require indigenous capab:ilities to pian,
manage, and evaluate new comnunication services.

Project Description: This project will assist in tiie develosment of an
Andean Regional Satellite Communication Center, wiiach will include the
following actavities in its program:

(1) Training

Long=-term training ut U.S. and third-country univer;ities will be provided
in communicution systems planning, evaluation, and management. Specialized
training in relevant skill areas such as production of educational
broadcasting materials will also be offered,

{(2) Techni.uai aasistance

Expertise will De provided in arcas such as: (1) d2sign of rural
development applications of satellite communications; (2) satellite
ground statioa Jrosurement, installation, operation, and maintenance;
(3) requlatoryv mecnanisms; and (4) instructional and public service
broadcasting tecnnigues,

(3) rocumcatation and Research

Resulos or cucsal development applications of satellite communications will
be recordeu, suvudied, and disseminated <hroughout the region. Small~
scaie demonstracions of potential rural development applications will be
supported,

{4) Ruglon-wide Tevcelopment Communication Serxrvices

Areas of mutual interest among Andean nations will-be explored and, where
feasible, charing of software will be facilitated. For example, a

series of broadcacts promo..ng regional identity ard integration might e
prepared for distribution to participating Andean countries,

The total AID loan-financing for the five-year project will be an
estimated $4.5 million for TA ard training, egquipment, and a portion
of the demonstration costs. At least $3.5 million counterpart from
participating Andean countries will finance construction, salaries,
overhead, and demonstration and promotion costs.

Beneficiaries: Tne ultimate beneficiaries of the project will be the
people living in rural communities who will gain access to development
programs and agencies working in health, education, agriculture, etc.
Since new satellite-linked village telecommunication services will in
most cases include both broadcast services and two-way (radiotelephone)
service, delivery of a wide variety of possible new services and
opportunities for previously-isolated communities will become possible.
The immediate beneficiaries will be the ministries and agencies whose
ability to use sateliite communication in support of their rural




development activities will be enhanced by access to the resources
provided by the project,

Budget Year Program: The project will fund two staft years of technical
assistance to provide advice and guidance in the staffing and establish-
ment of the Center, In addition, a training progrum will be initiated
to train twelve long term participants who will be involved in the
operation of the Center or engaged in communcation watellite work within
their own country. By the end of the Budget Year, the staff of the
Center will be in place and equipment will be ordered. Installation of
equipment and Center operations will not begin until the following year.,

Major Outputs: (1) Twenty-four participants with post-graduate training
in different aspects of development-related applications of communication
satellite systems; (<) A functioning Andean Regional Satellite Communica-
tion Center, with ongoing training, technical assistance, documentation, and
research activities; (3) A series of development-related applications

of communication watellite technologies designed, with relevant small-
scale trials and cemonstrations carried out in Andean Pact countries

using available NASA and INTELSAT satellite systems.
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VoA - ACJIVLLY NARRATIVE: ANDEAN KEGIONAL ... % AN DEVELOPMENT

AND SU2PORT

Furpos::s UG ranance contracwor and otier costs O projuct dusiyn and
developnunt.

bBackgrcund: As for all #ID Jrograms, special funding must be earmarked
to pay for tie .ervicus of outsicde contractor. to assist in identifvine
and unu.lyzing new projects. Since this program will be a new initiative,
initially merwged Ly AID/W, relatively more funds will be reyuired for
these purmo.: s. This contract assistance will supplement the secvices
of LAC Burwe. . Jtafi and AID ¥ission personnel.

Projuch awoes ptlen:  Thiu project will provide grant-iunding from

FY 1970 Laxroogn SV 1983 vwo finance program development and suppor<
dotivicies o @ood ana Nutr.oaion and Special Develgpment Activities.

It wil® e tened proacipally to fund technical services to formulate desiun
comny Uil 20 uravrtake anwdyses for new projects w«n these sectors.
Mascoledl Lok Stuaies will also be financed to provide an expanded

data b.se w.. selated development problems,

Teohasal cervaces o be funaeed under this project will be provided

Vad  Lod, L d s PLOA arrangements with other US govornment institutions,
POrsOLGd serv.les Wi institutional contracts, and as required, long-
term {over oo Javs) TL.Y's from AID/W. Project funds will also finance
LeUn lwh @xcadnges with personnel from agencies in other countries

witih expeciease rewevaent to the proposed Andean program, guch as that

cf Prawsil i. sclence and technology development or the Caribbean and
Centzasi Ame-.can rogions in small farmer-related agro-industry.

Carr.ee  sedn o ocgr ws Preparation of tne Project Paper o the Rural
Arro~inddetyr  2rojouet will kegin early in FY 79, using contract assistance
for oo crecnt camend studioes, institutional analysis, and establishaing
suelec. won crivacia anc other sub-lending procedures. Contract assistance
wiil u..bo be sacnired for the technical analysis of the Renote-Senszing
Centus as pact we taaw FY 70 Project Paper. Work will also begin on

e FY uo proect., reguiring expertise in hardware, software,
training, and <wollities design for the Communications Satellite
Services proed:, aad in various fields of engineering and industrial
and encrgy pranning for the Energy, Science, and Technology project.
An eavirommental speclalist will also be required to prepare the
FY 79 - &u grant project in environmental improvement.




Budget Year .rogram: OStudies will be initiated in - .ch areus as

agricultural research and planning needs with FN funws. Work on

the two FY 80 projects will be completed. Increased contract
assistance will be needed to design the FY 81 Environmental Improve-
ment project, particularly to analyze credit demand and to develop
an institutional framework and an implementation plan.
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(*Est. $5,000/wk-month)
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