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. To the President of the Senate and the
vl .Speaker of the House of Representatives

This is our report on U.S. posicies and programs in
Bolivia,

The review was made as a part of our continuing examina-
tion of foreian assistance proarams pursuant to the Budget
and Accounting Act of 1921 (31 U.S.C. 53), and the Accountina
and Auditing Act of 1950 (31 0.S5.C. 67},

we are sending copies of this report to the Director,
Office of Management and Budqet; Secretaries of State, De-
fense, Commerce, and Treasury; Administrator, Agency for
International Development; NDirector, United States Informa-
tion Aadencv: Acting Attorney General, Department of Jusiice;
and President, Overseas Private Investment Corporation.

s .

Comptroller General
of the United States
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COMPTROLLER GENEKAL'S REPORT

1o THE CORGRLOLS

WY _YHE REVIEW siA> HMADEL

The United States has provided
avout 3650 million co support
Bolivia's sccial, economic, and
military advancemant in the past
20 rears. International agen-
ciler, to which the Unitea sStates
centributes financial supoore,
and otner countriec ilave pro-
vided assistance totaling about
y400 million,

Guring tiscal years 1872-74 U.S.
issistance totaled nearly $150
willion, whicn is exceptionally
trian considering that Bolivia
has only 5 million innabitants. -

Because of the increased U.S.
attention to Bolivia in recent
vears, GAO wanted to find out
how efrective U.3. programs and
activities there have bpeen,
garticularly since the Bolivian
revolution ot August 1971.

FINDING> AMD CONCLUSIUNS

Developments within Bolivia, due
to its central location in South
America, have a great impact on
the Latin American comanunity.
Political stability has been

tane overall U.S. objective in
golivia ana since the August
1971 revolution this stability
has increased. The Bolivian
Government has reached agree-
faent on compensation with all
major U.s. firms it naa na-

BES

Tear Sheel. Upcn removal, the report
cover date shoutd be noted hereon.

e

- Ax ASSESSMENT UF
AND 2rUGRAMS

SOLIVIA
L.5. POLICILES
multiagency

tinnalized, ana has acted to
increase toreign investment.

solivia's economic ana social
development can be acceleratea
and can gerive Jreater ovenefits
from external assistance it tae
United States considers the iol-
lowing owservations when plan-
ning ana laplementing programs.

Economic assistanqg

Development pians

The Bolivian Government, since
the Alliance for Progress, nas
tried to formulate development
plans aaxd strategies, out for
the most part these were zither
incomplete or unrealistic.

In view of the large amounts of
assistance veing provided to
dolivia, development plans and
strategies are essential 1f re-
sources are to be used effec-
tively.

The developms2nt of the
multimillion-dollar interna-
tional airport at santa <ruz,
according to the agency for
International Developsent (AID),
is an example of uneconomic
public investment. This results
in part from lack of adequate
developaent cians or lack of
adherence to plans and strat-~

ejies uevaloped tc ocate. (See
p. 9.)
DOCUMENT AVAILRBLE

ID-75-16
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seli-n2lp etforts

Jne wvolivian sovernment has
ceen glven extenslve techunlcal
s3slstence ana aavice to hels
1t 3Cu13Vg the necessary sell-
23ures for internal de-
at.

M E

Vi

iz
lot

It
\a

JHSre have neen positive seit-
il accorslisnnents, out tiae
colivian Governm2nt has not
tas2h wany ot the nard mea-
sur2s neeasu tor selt-
aevalopment.

+

'J

102 3olivien Government needs
to exzanc ite revenus pase and
tax collectioneg, aaopt fiscal
rerorTs, ra2duce unnecessary
central jovernma2nt expenaitures
ang grovide greater support to
adricultural uevelorment.

(oce p. 12.)

Coorgination
Al. sna ari1ous incternetional
ana oliateral donors 1n recen’.
,wdrs nave increassa their ef-
forts to integrate thelr as-
Sl1=t2ngce nrogdrams, cut increased
covraination i< needed.

wtzlclals ui 1ntzrnational or-
jantzations 1n Bolivia also ax-
SrESsed CoOnCaArn Over tn2 neeu
ts imirove coorailnation uf ex-
vreraal 3sststance in solivia.

Less than full coordinatinon
conlriuutes to delays in de-
v2iocuent ana increases the
financial ouracn toc the
¢2Ci1zlent and the donors,
{sec . 1349

At 1o tiscal year 1972 au-
tnorized 534 million in grant
2nd loan assistence to Bolivia
to nelp previde temporary

i

0
7

2mployment ana to assist colivia
in weeting gart of its i1inancial
Zhare ot various tyves ot ex
ternz2lly ftinanced projects.

Uollar cisoursements aiso aelpea
oolivia's fore13n exchange post-
tion. ‘iemzorary e<enployaent
creactea by the jrant ana ivans,
nowever, mat iess tnan ualr of
AID's ygoals.

Providing iundg co nelp oolivia
meet part obf its contributions
tfor externally iinanced orojects
lessens thne golivian Govern-
ment's immeaiate stake 1n suc-
cess of the projects. (3ee

p. 21.)

Hlllta[‘ v _presence ana
assistance frograns”
consideration shoula we yiven

to reassessingy the wmiilitary
grant-aid materiel vrogram 1>r
solivia 31nce there is a serious
Guestion oL ine need to continue
the program at cresent levels.

while tne U.3. 15 providing
jrant-aic military eguipment to
solivia of zoout $3 millio..
annually vo satisfy pricrity
nezas ot 1ts armed Llorces tor
internal security, the Bolivian
Covernment 15 u4sing scarce tunds
needed for =zconcmic developuent
to acguire larye numbers of air-
craft from tnird countries that
U.5. orficials velieve are not
neeaed. {taintenance of tnese
aircraft will result in 1in-
creasea Bolivian aefense ex-
penditures. (S52e gp. 28.)

Lesumption of the military
grant-aig groqram in 1971 nas
improved tne capavilities of
the Golivian Araed Forces.

ST DOCUMENT AVAILABLE



aowever, 1f U.5. assistance 1s
continued, increased U.3. ef-
torts shoulad vr directea towara
improving 3olivian wmaintenance
capsoilities, enu prograiiing
and wonitoring ot L.S.-suppliea
eguipment and U.S.-trainead
solivian personnel to increase
tne dolivian Armed Forces' ef-
fectiveness. (S5ee p. 29.)

’

Ihe uniteu States has provided,
through the Inter-American Geo-
detic 3urvey ana other U.S.
agencies, consiierable technical
anu materiel assistance to the
mapgping services of Bolivia

anua otner Latin Anerican coun-
tries.

Incluaza are venicles provided
on an 1informal loan basis which
have been valued at apout
¥285,000. Assistance g-ovidea
tc the fcreign mapping services
has no: been included the
Annual foreign Assistance Re-
port to the Congress, although
similar to other tywpes ot
foreign ascistance. (See

p. 32.,

T
PR

Narcotics control assistance

Tue Government of Bolivia, as-
sisted by tne United States,

has stiergjthenea its corganiza-
tional structure ana increased
measures to control the traffick-
ing of narotics. 1t has 1ssued

a new drug law providing stiff
penalties for drug cottenders. \
These ettorts, while significant,
are inadeguate to control the
manutacture ot cocaine from coca.

improvea solivian financial sup-
port ana cocrainated efforts
between the Bolivian Government
and its agencieS are needed.

Tear Shee}

ine auaition of a Lrug Enforce-
nent Administration agent to
solivia saould assist the
Bolivian Government in its nar-
coticse contrcl enforcement Jea-
surec. (5ee p. 43.)

KECOMSENDATIONS

Tne Secretary of State and the 3

Administrator of AID should:

--Conaition future U.S5. assist-
ance levels ana fund releases
to specific measurable develop-
ment planning and self-~help
efforts the polivian Govern-
ment should take to increase
growth. (See p. 25.)

--cake positive steps necessary
with other :zternal aonors to
irsure that cooraination mea-
sures tor polivian wevelopuent
programs are effectively im-
plemented. (See p. 26.}

--Carefully consider any future
programs whereby U.S. funds,
either directly or indirectly,
are used to finance &a unost
government's local contribu-
tions in an essentially ex-
ternally financed project.

If such financing is con-
sidered in the future, Con-
gress shoutid be provided
adequate details and justifi-
cation before AID incurs ob-
ligations. (See p. 25.)

The Secretary of Treasury
shoulds

3%
--Stress to the U.S. representa-
tives of the international
lending agencies the need tor
greater coordinaticn of all
economic assistance programs to
Bolivia. (3ee p. 26.)

BEST DOCUMENT AVAILABLF



fom

<t

Tne Secretaries ol State and - ~-~-A Treasury representativea

Cefense caould: ’ stated tha%t coord.zation ot
economic programs by the
--Reassess the need for con- " lending acencies is impor-
tinuing tnhe U.S. military tant, but there are limits
assistance grant-aid materiel to what can be accomplished
program in view of tne through coordination. He
(a) Bolivian Armed Forces' also noted tnat, although
aoility to purchase unneeded formalized coordination has
armaments at the apparent ex- yet to work in Belivia, there
pense of economic develop- should he some systematic
ment and (b) willingness of method for the 1in-country
Bolivia's neighbors to suvply coordination of programs and
military egquipment and train- that the Government of
1ing for maintaininre stability Bolivia should play 4 greater
and internal security. (5See part in this procedure.
p. 34.)
--Military recresentatives
--Include assistance furnished noted thau political asnectc
by the Inter-American are considered in prov:iding
Geodetic Survey to Bolivia military assistanrce and that
and other Latin American the military assistance pro-
countries in the President's gram for Rolivia is being
Annua. Report to the longress. reviewed to make it more
(See p. 35.) effective.

—--Inter-Amer ican Geodetic Sur-

AGLINCY ACTIONS AND . vey representatives staied
UNRESOLVED ISSUES they had no major problem
with including assistance
Discusslions were h2ld with rap- provided by the Zurvey in
resentatives of State, Defense, the President's Annual Re-
AID, Treasury, and the Cverseas port to the cCongress.
Private Investment Ccrporation ¢
to obtain their views on the MATTERE FCR CONSIDERATION
report. In commenting onr tne BY THE.CONGRESS
findings, conclusions, and
recommendations? This report contains no recom-
mendations requiring leqgislative
--An AID representative stated action by the Congress. It does
that the Bolivian Government tnclude information on weaknesses
has outtiined measutes to in agency policies and adminis-
inprove development planning trations and suggestions for cor-
and c¢oordination and to in- rection or improvement by agen-
crease taxes and reduce non- cie3. This information should b»
essentlial expenditures and of assistance tu committees of
that external assistance the Congress and to individual
agencies have discussed ways Members in connection with their
of increasing coordination legislative responsibilities for
of assistance to Bolivia, foreign assistance programs.
iv

BEST DOCUMENT AVAILABLEF



CHAPTER 1

INTRODUCTION

Bolivia is a land-iocked Republic which lies across the
Andes Mountecins, at the north-south center of South America.
When the Republic was established in 1825 after the war of
independence from Spain, its territory was approximately
twice its present size and had an outlet to the sea. The
country now has an area of 424,000 square miles approximat=-
ing the combined cize of Texacs and Caixifornia. It borders
Chile, Peru, Argentina, Paraguay, and Brazil.(See map on p. 4.)

Topographicatly the land is divided into three major
regions—-a high plateav (the Altiplano), the -astern slopes
of the Andes, and the broad eastern plains 8y far its chief
topaographical feature is the Altiplano which is over 500
miles long ond 80 miles wide lying between two mountain
rances at an altitude of over 12,000 feet.

The Bolivian population in 1973 was estimated to be 5
million and was growing at a relatively low annual rate of 2.5
pexcent. The country has the lowest population density in
the Pmericas--approximately 12 persons per sguare mile.
Approximately 70 percent of the people whose averace life
expectancy is between 46 and 50 years, are concentrated in
the Altiplano area (10 perce.t of the total land area)
which contains the capital and major city of La Paz. The
official language o. the country is Spanish, but Indian

languages of Quechna and Aymara are widely used in the rural
areas.

TH LECONOMY

Growth trends

In terms of per capita gqross na:ional product Bolivia is
the poorest count:y in South America. Iu 1965 this per cap-
ita gross national product was $117, and in 1973 it was about
$150, an average annual increase of 2.9 percent in real terms.
This compares to the Sovch American highs for 1973 of $1,205
in Venezuela and $1,102 in Argentina. Peru and giant Brazil
are in the mid-range for the region with each at $536.

BEST DOCUMENT AVAILABLF



The total gross national product for Bolivia was $485
million in 1965 and $7.5 million in 1973. This was an average
annual increase of 5.4 percent, but because approxiratcly 2.5
percernt of the increase was due to the increase in population,
the United Nations considered the real growth rate unsatisfactory.
In a March 1973 report, the United Nationg stated that a clear
objective of the present Bolivian development plan is to increase
trhe rate of growth of the gross internal product in relation to
past years. (See app. VIII.)

Employment and production

Bolivia is primarily an agrarian country, with about 67
percent of the labor force engaged in low-productive tradi-
tional agriculture. Their efforts, however, contributed only
15.5 percent to the gross domestic product in 1971. Mining
on the other hand, while employing about 3 percent of the labor
force, contributed about 11.2 percent to the gross domestic
product and provided over 80 percent of Bolivia's export
earnings. Manufacturing in Bolivia is at an early stage of
development and contributes about 12.1 percent to the gioss
domestic product and employs about 7 jercent of the labor
force., (See chart in app. IX.)

Balance of pavments

The present government ficed serious economic problems
when it came to power in August 1971. However, currency
devaluation, other fiscal measures in 1972, and a larger in-
flow of foreign assistance enabled the government to accumu-
late a $20 million foreign exchange reserve in 1972. 1In
spite of this, the projected balance-of-payments prospacts
for 1973 are less favorable than had been expected. Increased
domestic inflation, a lower level of external capital ine-
flows, and shorccomings in fiscal policy resulted in a net
reserve decline of over $14 nillion for 1973. This decline
would have been ¢reater were it not for higher prices for
Bolivia's exports.

BEST DOCUMENT AVAILABLF
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Palance of trade

‘t1 = value of Bolivian expor%s has expanded rapidly since
1965, with a trade kalance ranging from an $11.5 million
Aeficit in 1965 to a $25 million surplus projected for 1973.
Exports to the United States have steadily declined but have
incrcased to European countries. The greatest volume of
imports is from the United States, but imports from Japan
ard West Germany have registereé the largest gain in recent
years.

OVERALL U, S. AND OTHER ASSISTANCE

The United States has provided about $650 million in
economic and military assistance to Bolivia from the inception
of most programs in the mid-1950's to the end of fiscal year
1974. 1In addition, multilateral and third-country economic
assistancc during approximately the same period has amounted
to about $360 million.

Since th2 advent cf the Banzer goverament early in fiscal
year 1972, U. S. cconomic and military assistance through
fiscal year 1974 totaled nearly §$130 million. (See apps. I
and T'.)} Duraing approximately the same period, international
organizations pro-rided abovt §124 million of economic aid and
third countries at least $8 million. (Sze¢ app. IIIL.)

REST DOCUMENT AVAILABLE
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CHAPTER 2

DEPARTMENT OF STATE

Tt Depittaienl ot state, assisted dy the C.o3. woa asoantor,
Litraboy ot oonnel, anu otier U.s. Goverament adeiv:. o T
orincival executive agency responsible for carrying out U.S.
forciogn policv, It also implements specific country strateav
nd Lo eCLIYe s olid reptesents the United Statel ool L
host government.

ACHIEVEMENT AND IMPLEMENTATION
OF U.S. BASIC OBJECTIVE

The State Department’'s princival objects : P
is the saintenaace of political stability. The 0 ot e ot
ment has lona recognized that becauce of Rolivo
location, oclitical instability therc cocld oo yharoaeat

uanrest in its nany nceigyhboring couantric:s.

During the Rarrientos-Siles governments, RIS YRR TS
Septemper 19%%, Lthe Unitoed States gave saigrrs - R
and military assistance (sec apps. 1 and IV) o . ' 14 &
suptort its political stability.  Special nitt. e le?
and training assistance provided by tne tnot o el

defeal the leftist revolutionary forces of Che oovara.

The Ovando-Torres aovernments, Scptembe= 70 ' 4y Auae. L
1971, threatendd to undermtine stabilitye o 0 Ly,
surrcunding arca.  Therce wa: o breoakdesn in o s ang
seicures of private vroperty were victually 0 0 U
tine to time, President Torres made concoes <Nt
left. U.S. firms were nationalisced, and in & b RS Teacy

Corps was expelled and the UL.S5. Military Giroo we ove ssure
to leave. No U.S, development loans were outhie, (oot Jluring
fiscal years 1970 and 1971 (sce app. I} et i1 - o N SN
was suspended.  Burinag this regime, the U.S. L Coectve
of stability 1n Bolivia was not operalive.

The August 1971 revolution which ovevrtl 0 0 0 -
qgovernment brought about a complete reversal -0 *hoe Toft cail
rolitiedl dircetion Bolivia was taking., A coa'.oon cavere-
ment £ the major nonextremist clements under 1. 1 Llaushiid

[a }
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of Colonel fncv General) Hugo Banzer was formed. In support
of the Banzer Government, the United States has provided
approximately $150 million in economic arnd military assistance
{see apps. I and IV). Today, although Bolivia still faces
many political problems, its atmosphere is one of relative
peace and greater political stability.

DEVELOPMENTS FAVORABLE TO MOST
U.S., MAJOR CONCERNS

Related to the State Department's objective of political
stability are cther major concerns. They are the effect of
disposal sales of U.S.-stockpiled tin on the Bolivian economy,
nationalization of U.S. investments, support of Belivia‘s
internal security capabilities, and economic stability with
growth. These concerns for the most part are being handled
and resolved adequately by the United States and the Bolivian
Governments. There is, however, some concern about the
economic situation, such as the need for the government to
initiate certain fiscal reform measures. Needed economic
measures the Bolivian Government should take are discussed in
chapter 3.

The Banzer Jovernment has amicably settled all national-
iz«tion cases insured by the Overseas Private Investment
Corporation, and foreign investments are being encouraged.
Before the August 1971 revolu*ion, Bolivia had nationalized
three major U.S. foreign investments, whose cash settlement
value amo .nted to $93.5 million. (See ch. 5.} PBolivian
internal security jis being improved through the U.S. military
assistance program (see ch. 4) and U.S. tin sales have not
affected the Bolivian econcmy.

U.S. tin sales

Tin, the single most valuable item in the U.S. national
stockpile of strategic and critical materials, was valued at
over $1 billion in 1973. It is also Bolivia‘'‘s most valuable
export, accounting for 55 pervent of its exports and 17 per-
cent of central government revenues. It is estimated that a
one-cent drop in tin prices could cost Bolivia $750,000 in
foreign exchange earnings.

6
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In April 1973, proposed legislation was submitted to
the Congress for authorization to sell mos+ U.S, stocks of
tin and other metals in the national stockpile. Tha stock-
pile was established in 1946 to insure an zdeqguate reserve
of vitcl materials in time of war without imposing undue
hardship on the civilian population. The tin to be sold is
no longer considered necessary for natiocnal security reasons
and the sales proceeds would help reduce the Federal budget
and combat inflation by stabilizing prices.

The proposed sales legislation, which has not been
enacted to date, would provide authorization to sell 159,500
long tons of tin and to continue the stockpiling of 40,500
long tons. In June 1973, the Ceneral Serv.ces Administration
began selling some tin stocks under a previous authorization
of 50,000 long tons. These sales were coordinated with the
State Department to limit damage to the Bolivian economy and
the consequent weakening of the current government.

An uncontrolled U.S. tin sales program could also
threaten the success of the Bolivian devaluation and stabiii-_
zation program launched in October 1972, This program was
initially supported by $24.7 million of financial assistance
from the Agency for International Development (AID) and a
$19.7 million stardby credit from the International Monetary
Fund (IMF). A key clement to the success of the program is
the taxation of mineral profits to finance government opera-
tional and investment budgets. Additionally, the U.S.
decision %o sell tin could be interprcted by the Bolivian
Government as a withdrawal of U.S. support for a friendly and
cooperative government whose basic polici:s have included
compensation for predecessor governments' expropriatiou of
U.S. investments.

With the resumption of tin disposals in June 1973, the
United States sold 19,270 long tons between June and December
1973, The price has becn steadily rising. In June 1973 the
price per pound averaged $2.12 and in December it fluctuated
between $2.75 and $3.45, Consequently, the U.S. sales of tin
have had no serious impac’. on the Bolivian economy. This may
be due, as scme people believe, to speculators moving from the
moncy market to the commodities market, including tin. Such
movements are helping to support the current price level.

BEST DOCUMENT AVAILABLE



The disposal of most of the excess tin stocks has not
vet been authorized by the Congress, and the sales made to
date have becn made in a rising price market. It is diffi-
cult, however, to predict what eifect future U.S. sales will
have on the price of tin and the Bolivian economy.

CONCLUSIONS

“he Baunzer governmaent, which tooh office in August 1971,
has provided a measure of political stability to the country.
The United States, to assist the Bolivian Government in over-
coming the chaotic conditions created during the previous
administration, provided considerable financial support.
Conditions of political stability arec important to the United
States in view of Bolivia‘'s physical location in the heart-
land of South America.

The United States appears to be achieving favorable
actions with its tin sales, nationalization policiecs of the
Bolivian Government, and Bolivia's internal security re-
guirements. There has, however, been only limited success
in achievement of the U.S. major concexrn of economic growth
in Bolivia. '



CHAPTER 3

ECONCMIC ASSISTANCE

The United States has provided Bolivia with cover $250
million in assistance since 1965 ir an effort to help
achieve political stability with economic grcwth. Since the
revolution of August 1971 Bolivia has attained some political
stability. Economic growth, however, has been limited.

External assistance can never be sufficient to provide
for all the development nceds of less developed countries.
The United States and other external assistance can, however,
act as catatysts in satisfying these needs. For external
assistance to act as a catalyst, however, Bolivia must im-
prove ics own efforts at development plans and self-help
measures. Also all external donors and the nclivian Govern-
ment must cooperate in the coordination of assistance.

Subsequent to the revolution of August 1971, the United
States, in furthering its objectives, authorized a grant and
two loans totaling $34 million to generate short-term employ-
ment and disbursed $24 million of the authorized funds in
November 1972 to support a Bolivian stabilization-devaluation
program. The funds were authorized and disbursed without a
firm requirement for Bolivia to take adequate self-~-help
measures and about $8 million of the Bolivian pesos generated
from the dollar disbursements were used to finance Beolivian
contributions to AID and externally financed projects. The
short~term objective of employment generation was only
partially achieved.

Following are our observations of economic assistance
in relatioi. to economic development and growth in Bolivia.

INEFFECTIVE AND UNREALISTIC
BOLIVIAN DEVELOPMENT PLANS

Bolivia, frum the early days of the Alliance for Progress
to the present time, has had several development plans and
strategies, but they have gencrally been unrealistic and
ineffective. Overall development plans and related sector
plans and strategies have long been recognized by donorx

9



agencies as important to effective development. These plans
and strategies help set goals and priorities for an efficient
allocation of scarce internal and cxternal resources needed

for development.

The Congress stated that emphasis should be placed upon
neiping those countties with long-range plans ang programs
designed to develop economic resources and increase pro-
ductive capabilities. Preparing comprehensive effective
national development plans, however, is difficult for less-
developed comntries like Bolivia because of the limited
technical and human resources available to them. To help
overcome these difficulties, AID and international agencies
over the years have provided technical assistance and advice.
Currently, the Inter-American Development Bank's (ID3) multi-
million dollar technical assistance project with the govern-
ment's planning ministry is helping the country to further
its national development planning capability.

Until these deveclopment plans are effectively prepared—
and adhered *to, there is every likelihood that development
resources will not be uzed in the most effective manner. In
this respect tle AID Mission in March 1973 expressed .concern
over the problem of uneconomic public investment by the
Bolivian Government in such projeccts as the multimillion
dollar international airport being considered for the Santa
Cruz area. As of June 1974 the land for this airport had
not yet been acquired from the Bolivian Air Fo..e and the
$16 million project was one of two or three cxamples of poor
investment known by AID. The Mission attempted to dissuade
the government from further uneconom.c public investments,
even to considering them a factor in determining future levels
of assistance.

Development plang 1962-71

In January 1962, in accordance with the principles of
the Alliance for Progress, the Bolivian Government presented
a l0-year economic and social development plan to a committee
of the Organization of American States. The plan was never
considered realistic and ettective and was modified in the
mid-1960s. In January 1969, the Intcr-American Committee on
the Alliance for Progress (CIAP) Subcommittee review stated
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that the existing mix of development activities was unbalanced
in favor of long-term infrastructure projects with payeoffs
well into the future.

When General Ovando took over the reins of government
from President Siles in September 1969, the AID Mission re-
ported there was no operative development plan. In January
1971, the government under President Torres presented to
the CIAP review a long-range development plan and a program
for short-term public investment. The plan stressed import
substitution and generally neglected agriculture. The CiAP
Subcommittee used the program to determine the requiremeants
for external assistance for 1971 but noted that projections
for 1972 and 1973 would bhave to be preliminary, subject to
the government further defining its program of investments.

Development plans 1971~73

In August 1971, when the Banzer government came into
power, the previous plans and programs were shelved., The
country's economic straits at that time necessitated
emergency measures, and long-range planning was deferred
until stabilization measures could be achieved. &An emergency
puolic works program tinanced by the United States was
initlatea and dgirected toward buying breathing space to
enable Bolivia to begin formulating its own longer range
plans.

At the time of the CIAP Subcommittee meeting in Bolivia
in June 1972, the government had been unable to prepare an
operational or tactical plan with clear developmantal
priorities.

Efforts at development plans and sector planning con-
tinued, and by October 1973 the government had completed a
"Plan Quinquenal de Desarrollo” or S5-year development plan
for the years 1973-77. The plan contains macroecohamic goals
for the future rather than specific development assistance
goals and priorities. Specific investment requirements are
not defined within the plan's sectors.

Present Bolivian planning eftorts, however, are empha-
sizing sector plans or strategies, particularly in
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aJgrrculture, ecaucation, and health. lhese plans are to oe
coppleted by the end of 1974 and will be used as a basis
tor AID development loans.

NEED FOR GREATER SELF~HELP MEASURES

To achieve greater economic independence and an acceler-
ated rate of growth, greater self-hclp measures and efforts
are needed on Bolivia's part, particularly in the administra-
tive and fiscal reform areas. In development assistance,
self-helpr measures are those which a country undertakes to
increase its own contributions to its development and self-
sufficiency tarough greater use of internal resources in the
form of aaministra-i.:, institutional and eccnomic inputs.

A problem inherent in foreign assistance occurs when develop-
ment loans and grancs act as a substitute for mobilizing
internal savings for development that would have occurred

in the country had foreign aid not been available.

When the Congress provides dovelopment assistance,
it requires a clear determination by the recipient to take
self-help measures. AID has stated that United States policy
is, whercver possible, to relate the degree of development
assistance to the effectiveness of the recipient in mobil-
izing its domestic resources and applying them to priority
investment. AID policy provides that, in general, less-
developed ccuntries themselves must finance 80 percent or
more of thecir own investment. A congressicnal subcommittee
report in January 1973 recommended that U.S. foreign assist-
ance projects be designed for and weighted in favor ot those
nations and individuals demonstrating a willingness and
ability to help themselves. In 1973 an estimated 54 percent
of Bolivia's investment projects were financed from external
sources.

AID assistance

To help Bolivia effect needed self-help measures and
lessen the need for external assistance, the United States
has provided both advice and technical assistance over the
years to the government. From about 1965 to 1973, AID
provided over $3.8 million of technical assistance of which
nearly $2.9 million was for government management, fiscal
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reform and tax administration. AID assistance currently is
limited to fiscal reform, tax administration and local gov-
ernnent assistance. Fiscal reform ig beinc phased out and
the continuance of tax admirnistration is being considered.

Overall, AID technical assistance apparently has helped
the government but, as discussed later, much more needs to be
done by Bolivia itself. The Mission noted that U.S. technical
assistance hclpod Bolivia to establish a central accounting
system to train auditors and to begin a serious review of
their shortcomings in the budget area. Tax collection, ac—~
cording to the Mission, increased an average of 14 percent
over the past 8 years. This increcase, however, is probably
based on gross tax collections. An AID audit report of U.S.
assistance given Bolivia in tax administration from 1964 to
1971 stated that only an average 4-percent increase was in
real terms, with an additional 15-percent increase in tax
collections attributable to the iiicrease in gross domestic
product,

In addition, AID has provided, through contracts with
Utah Siate University, over $4.5 million of technical assis-—
tance in the agricultural areas of wheat and cereal develop-
ment and sheep production and marketing. How effective this
assistance has been is questicnable. For instance, for many
veers Bolivia has imported cunsiderable amounts ¢f wheat from
the United States while making only limited progress in in-
creasing its own wheat acreage. The importation of wheat
from the United States and its sale by the Bolivian Govern-
ment has provided the central government with funds which,
in some instances, have been used as budget support. Since
the worldwilde wheat shortage, however, Bolivia has embarked
on an aggressive program of increasing its acreage. Never-
theless, a Utah State University report of Septemher 1973
- stated that there was an obvious lack of intent and financial
support by the Bolivian Government in agricultural develop-

ment.

Observations on effectiveness
of Bolivian self-help actions

During the years 1966-70, Bolivia initiated some self~
help measures, but according to the AID and CIAP reviews
they were inadequate. An AID evaluation noted that Bolivia
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had not adopted or supported many of the important szli-help
measures in the areas of fiscal reform, agriculture, mining,
and transportation. AID concluded that the failure of the
government to fully implement self-help measures was attribu-
table, at least in part, to the lack of resources and to
political or administrative expediency. Consequently, social
and economic progress in Bolivia has been limited.

AID and several other international agencies have been
concerned that so little progress has been made and that so
little of the advice and technical assistance made available
were incorporated as changes in the Bolivian Government's
administration and tax policy. The fiscal problem continues
to be one of the most serious confronting the government.

Under the stabilization and development program of
October 1972, the Bolivian peso was devalued and a nuaber of
maj-r taxes werc created to capture the windfall gains accru-
ing to various sectors from tne exchange rate modifications.
The program also set a limit of ¢ months for a reform of the
tax structure involving both internal taxes and taxes on
foreign trade. The Embassy, however, noted that erosion of
the procram began almost immediately after it was announced,
as numerous excmptions and postuonements were granted by the
government to the private sector on the collection of export
and import taxes, and a tax amnesty was agrced to.

In July 1973 the IMF and U.S. officials expressed con-
cern over the fiscal situation in Bolivia. The IMF noted,
that prompt and adequate action was required if a new major
fiscal and balance-of-payments crisis was to be avoided later
in 1973, and egspecially in 1974. The U.S. Ambassador to
Rolivia, in a letter to the Boliviarn President, stated that
the major cause of the fiscal problem appeared to result
principally from the lack of full avplication of the revenue
measures prescribed by the IMF standby program, particularly
taxes on exports and imports, together with expenditure in-
creases.

A similar view was e.'piessed a few months later in
September 1973 by an AID official. He noted that the rapidly
increasing fiscal problems in Bolivia due to shortcomings in
its efforts to increase taxes and cut spending may hinder the
contirued success of the overall U.S, policy. The AID official
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pointed out thz . ne U.S. objective instituted in 1971 when
the Bahzer gover..uent came to power was to assist the new
government in its efforts to control inflation and get de-
velopment 1cving.

In October 1973 the gorernment adopted some mincy fiscal
measures, but these were not extensive and not necessarily
geared to fiscal needs. Consequently, thesc measures may
lcad Lo a possible loss in revenues. In November 1973 the
Jovernment's deficit for 1973 was estimated at $50 million,
with approximately $25 million being unfinanced.

IMPROVEMENTS NEEDED IN
COORDINATING ASSISTANCE PROGRAMS

Our review of in-country efforts to coordinate economic
assistance programs from approximat.:ly 1967 .o the present
shows that progress has been made in exchangiag information
and coordinating programs, but much more needs toc be done
in these areas. Most external agency representatives stated
that the current coordinating practices of informal meetings
or cxchanging ideas or plans are insufficicnt to prevent
duplication or to address problem areas.

U.S. policy calls for increased aid by international
organizations and other frec world countries and for im-
proved coordination of their programs and those of the
United States. To use assistance in the most effective man-
ner, there must be a complete, frank exchange of information
between all external donors and the Belivian Government and
its agencies. Failure to do so will result in duplication
of efforts, priority areas not being properly addressed, a
prolonged need for external assistance, and increased Boli-
vian debt service with little to show in the way of develcp-
rent progress.

Early coordination efforts

In Bolivia, coordination between the United States and
other donors was based on informal working relationships
rather than formal mechanisms. In June 1967, AID noted that
it had a clnse working relationship with the IMF on matters
of development strategy, and a govd working relationship with
IDB and the United Nations for effecting better program

1
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coordination. Efforts to coordinate bilateral programs had
been difficult because project selection by these donors was
often based on commercial gain or pelitical impact rather
than on development priority.

To improve coordination, AID, by mid=-1967, considered
creating a formal mechanism of external assistance to Bolivia
by establishing a consultative group made up of the principal
donors. AID ncoted that to be successtul, however, such a
group requires creative, pcsitive leadership and the lack of
this had been the major stumbling block to forming such a
group.

Three years later, in 1970, the U.S. Mission in Bolivia
again emphasized the need for better coordination through a
formal donor-coordinating m<chanism. They noted thati contact
with the various resident and visiting missions had been
excellent but that coordination on overall lending policy,
sector strategy, anéd economic and financial policy was still
insufficient. For instance, the AID Mission reported that:

"Due to the excessive emphasis placed by the
Agricultural Bank on development of cattle pro-
duction in the Beni and the Santa Cruz areas

and the counterpart requirements associated

with the IDA! and IDE credits, the Agricultural
Bank is presently unable to provide sufficient
credit to traditicnal agricultural needs. The
experience with the IDA and IDB credits for
cattle production indica+~s the need for much
closer cocrdination in the agricultural sectors.”

In 1970, AID noted that the most important vehicle for
coordination had been an informal meeting of agency heads and
resident representatives of the donor agencies providing as-
sistance to Bolivia. The coordination meetings were not con-
sidered too effective. In some instances, plans were only
exchanged rather than the various agencies coordinating and
dovetailing plans :nto an inteqrated whole.

lInternational Development Association (World Bank)
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Recent efforts at coordination

AID assistance to Bolivia increased substantially since
the prescnt govermnent came to power in August 1971. In line
with this increcased assistance, coordination efforts have
taken on addad significance.

On January 13, 1972, partially as an outgrowth of pre-
vious informal meetings and at the instigation of the U.N.
representative, the Bolivian Ministry of Planning and Cocor-
dination called a meeting of all national and international
donors. The meeting was attended by representatives of the
United Nations, AID, Organization of American States, IMF,
IDB, and ambassadors or economic officers from virtually all
countries having diplomatic relations with Bolivia. As a
result of the meeting, a permanent coordinating comnittee
was formed, couposed of the Ambassadors of Argentina, Japan,
and the Federal Republic of Germany and representatives of
the United Nations, IDB, AID, and the Bolivian Foreign and
Planning Ministries.

The new committee met for the first time on January 27,
1972, and was cxpected to meet on a monthly bacis. It was
decided to establish subcommittees for functional fields,
such as agriculture, infrastructure, education, etc. These
subcommittees, to be composed of technical personnel in the
various areas, would engage not only in detailed project
coor lination but also in joint sectoral studies. Special
attention vas to ke given also to the ost accessible sources
of furding.

AID, commenting on the establishment of the new committee
in April 1972, noted that because of the absence of a ccncrete
development plan, several donors often had similar proiects
in the same sector of activity without beincg aware of each
others' activities. AID expressed the hope tl:t the newly
established permanent committee would solve the problem.

Effectivenecss of coordinating committee

Despite the original inteunt that the permanent coordinat-
ing committee meet monthly, only two formal meetings have been
held. At the February 1973 meeting, held essentially to dis-
cuss technical assistance to Bolivia, one conclusion was to
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continue anc strengthen the ongoing comnittee on coordina:ion
by more purposeful liaisoa with the Ministry of Planning.

Much coordination of donor program planning appears to
take place outside the formal structure established for co-
ordination. AID officials in La raz meet bilaterally to dis-
cuss assistance programs with representatives of the IDB, the
International Bank for Reconstruction and Development, and
the United Nations Development Program. AID Washington offi-
cials, in preparing for the March 1973 Belivia Program Review,
included among many talking points one regarding the effective-
ness of multilateral coordination. At this Program Review,
officials concluded that substantial progress had been made
on coordination but that more remained to be done in examin-~
ing ways to hold joint discussions with the Government of
Bolivia on key policy metters.

International agency views
on efforts at coordination

In discussing the effectiveness of coordination with
representatives of United Nations Development Program,
Organization of American States, IMF, and the IDB, only the
IDB representative felt that coordination efforts were wholly
effective and without any major problems. The IDB represen-~
tative at the time of our discussion was recently appointed
as acting representative in Bolivia,

The Organization of American States representative ex-
pressed the opinion that most coordination cfforts were
informal and essentially consisted of exchanging information
on plans. He sees the need for an integrated donor effort
and an effective Bolivian development plan in ovder to avoid
duplication of efforts. To illustrate the problem, he roted
that the goverrment requested an expert from both the Organi-
zation of Ameraican States and the United Nations Develcpment
Program to assist the Ministry of Commerce and Industry in
export~import matters. Both experts arrived in Bolivia before
the agencies wera aware of the duplication, but fortunately
these organizations and the Bolivian Government were able to
work out a program of activity that, according to them,
effectively used both experts.
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The IMF representative stated that informal, unstructured
coordination efforts are not sufficient, as some things are
alwavs overlocked. He teels that a formalized, monthly or
bi-monthly meeting of donor representatives is necessary to
avoid duplication and to insure that the various donors stay
currert on all projrams. Such meetings would rrovide an op-
portunity for discussing problem areas.

The United Nations Development Program representative in
La Paz also exprcssed the opinion that there is too much de-
pendence upon unofficial, informal good will for effective
coordination. He feels that an official commitment from the
head of each agency is needed, with specific official guide-
lines establishing mandates and obligations for coordination
efforts. Also, individuals within each agency should be
assigned the full-time task of providing information to other
agencies ana looking for ways to better integrate programs.
When these efforts are on a part-time basis, there seems to
be insufficient time to carry out effictive programs of co-
ordination. The Unitad Nations Development Program represen-
tative cited several examples when effective coordination had
not been achieved. He noted that the IDB livestock credits
program and livestock eclforts of other donors (United Nations
health efforts and AID production and marketing activities in
the Utah State University sheep program, for example) are not
yet meshed into an effectively coordinated e¢ffort. There are
many aspects co be coordinated: pasturage, breeding and
production, animal health, packing, and distribation and
marketing.

ATID Migsion views on coordination

The AID Mission agreed that coordination could be im-
proved. It noted, however, that the donors are not duplicat-
ing each other's efforts or currently having similar projects
in the same sector of activity without being aware of each
other‘®s activity. 1t doubts that the mechanism created in
January 1972 for coordinating efforts is the best way to
increase coordination and belicves that the United Nations
Develnpment Program representative's statement on an of-
ficial commitment to coordinetion does not apply to AID be-
cause coordination of programs and efforts is already an
AID offficial policy. We do not completely share AID's
views for the followirg reasons.
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In our discussions with officials of external assis-
tance agencies, as indicated above, and in our review of
U.S. programs, we did find some rather recent examples where
better coordination could have prevented certain problems.
For instance, some communications equipment purchased under
the AID loan for the airports improvements program was re-
cently transferred to other sites because a subsequent
United Nations grant for improving aeronautical communica=-
tions had made the AID equipment excess to the needs of the
Bolivian airport authority for the purpose originally in-
tended.

We reviewed several AID documents cited to us as evi-
dence of AID's commitment to> coordination. A guidance air-
gram (A--55) of January 1972 and the Mission's reply to it,
indicate that the guidance circular (a) suggested some ap-
proaches to strengthening coordination of technical assis-
tance among donors, (b} called for continuing AID Mission
support for them, and (c) elicited additional suggestions
from the Missions for improving coordination. The Mission
reply went into detail about the recently established formal
coordinating committee and clearly noted that informal co-
ordination efforts of the previous 3 years, while helping
to previde information exchange on projects, did not pro-
vide for serious project or even sector planning.

The mission cited other AID guidance of February 22,
1973, which called specifically for Mission reporting on
future plans of coordination with the United Nations

Development Program. In its reply to the message, the
Mission cited the establishment of the permanent coordinat-
ing committee and its mid-February 1973 meeting to firm up
sector planning as pruviding "a suitable framework for
achieving the goals set forth [in the guidance]."

A review of AID guidance on coordination indicated that
AID is concerned about improving the mechanism for coordinat-
ing assistance programs., However, the guidance does not for-
malize coordination p.~occedures--periodic meetings of all
donors, etc.,--which several donor ¢Jjency representatives
have told us were needed.
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Treasury views on coordination

The Department of Treasury representatives concerned
with U.S. participation in international organizations stated
that coordination cof economic programs by the lenling agencies
is important, but there are limits to what can be accomplished
through ccordination. The Treasury representatives stated
that while formalized coordination has yet to work in Bolivia
there should be some systematic method for the in-country
coordination of programs there, and that the Government of
Boliviza should play a greater part in this procedure.

Washington-level coordination

During our field review, U.S. Mission officials noted
that much coordination of international agencies®' programs
occurs in Washington. The Mission added that the views of
AID and other U.S. Government agencies on proposed projects

and programs are yiven to the International Bank for Re-
construction and Development, IDB, IMF, Organization of
American States, ana United Nations Cevelopment Program

by the U.S. Government representatives to these organi-
zations, ana that the Mission supplies its views to AID —
washington. The Mission also noted that CIAP supbcommit-

tee reviews of the Alliance for Progress and International
Bank for Reconstruction and Development and IMF economic
studies assist in the coordination of efforts. AID Washing-
ton arso noted that in December 1972 arrangements to foster
coordination between AID and other donors already existed
and were generally satisfactory.

Although efforts are made to coordinate assistance pro-
grams at the Washington level, we did not find that these
activities decreased the need for coordination in-country.

LIMITED SUCCESS OF AID
PROGRAM GRANT AND LOANS

The ""nited States during fiscal year 1972 provided a $2
million grant and authorized $32 million in loans as emergency
assistance to stimulate economic growth by creating employ-
ment opportunities. Employment goals, however, were only
partially achieved. The total highest employment attributable
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to the emergency assistance funds was 9,629 jobs which con-
trasts with the goal of creating 20,000 jobs.

The employment opportunities were to be accomplished by

public works projects and the financing of Bolivian Govern-
ment local-currency costs associated with AID, international
agencies, and third-country development projects. As of
November 1973 approximately $17.l1-million-peso equivalent
was disbursed which included approximately $7.9 million to
support Beolivian government local contributions required by
external donors for various development loan projects. These
local contributions tend to lessen the government's immediate
stake in these development projects since they increase the
percentage of project funds Bolivia derives from external
loan sources with a correspcnding decrease in the percentage
of funds provided from the c¢ovarnment internal resources.
The dollars provided under the grant and loan were converted
intv Bolivian pesos, of which approximately $24 million was
provided in November 1972 in direct support of the Bolivian
devaluation of the peso.

Emergency grant and initial program loan

In September and October 1971, the United States provided
a $2 million grant and a -$12 million program loan of emergency
assistance. The stated purposc of the grant was to fund the
local currency costs of the public works program which would
help alleviate a critical unemployment problem. The stated
purpose of the loan was to provide budgetary support for
financing a major pcrtion of the public works program, invest-
ments, and investment-related activities to stimulcte economic
growth, create employment opportunities, and provide needed
short-term support to finance expected increases in imports.

The assistance was provided without any major precondi-
tions or required self-~help measures. However, in notifying
the Beolivian President of the loan in October 1971, the U.S.
Ambassador noted the short-term extent of the emergency program
and urged the Presgident to begin seeking long-term solutions
to the problem of internal and external financing.
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Second vrogqram loan

Cn June 29, 1972, AID authorized a second program loan
of $20 million. The stated purposes of this loan were to
sustain the growth and employment of the previous program
loan and to increase the development impact of Bolivia's
public investment. Activities to be financed under the pro-
gram were public works and the government's contribution to
externally financed development projects. The loan was signed
in September 1972 and disbursed to the government, along with
the $4 million balance remaining undisbursed from the first
loan, in November 1972 in support of the neco devaluation of
the previous month. The pesos purchased by the dollar dis-
burcsements are being used or are committed for the staced
purpose of the loan.

The $20 million of economic assistance was authorized
without major preconditions.

Employment generation

Mission officials noted that peak employment under the
program was less than originally projected but that duration
of project implementation was longer than originally planned.
Total man-months of employment generated by AID assistance
will be about the same as originally projected. On the other
hand, the intent of the loan was not to keep the same nunmber
of people cmployed in the same job for a long period of time,
but to employ as many people as possible on a temporary ov
interim basis. In this respect an AID official noted that
the program loan projects were not intended to have a long-
term employment period. The projects werce intended to pro-
vide temporary employment until the private sector caught
hold and could absorb the labor force.

Externally financed proijects

The peso funds available from the grant and program
loans are used not only to finance now projects but also
to meet the Bolivian Government's required local contribu-
tions for externally financed projects by AID, international
ajencies, and third countries.
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The grant funds have helped meet the government's con-
tributions in the equivalent of §$357,000 for three externally
financed projects. The funds from the first program loan in
the equivalent of $3.8 million for 13 externally financed
projects, and the funds from the =econd program _oan in the
equivalent of $3.9 million for 19 projects were used in a
similar manner.

CONCLUSIONS

For external assistance to properly act as a catalyst,
Bolivia must improve its efforts at development plans and
self-help measures, and must cooperate in the voordination
of assistance with all external donors. Specifically we
believe that the government, since the start of the Alliance
for Progress, has attempted to formulate development plans
and strategies bhut, for the most part, they were either in-
complete or unrealistic. The changing political situation
and the lack of an adequate plann ng capacity are probably
the main reasons for the failure to develop adequate and
realistic development plans. In view of the large amounts
of external assistance being provided, we believe that de-~
velopment plans anc¢ strategies and relaited sector studies
are essential if duvelopment resources are to be used in
the most effective manner. These plans, however, can only
e effective if they are adhereu to. '

Bolivia has been provided extensive technical assistance
and advice to lLelp it achieve the self-help measures needed
for internal development. This assistPnce has probably
helped Bolivia to achieve some measure of ecoromic progress,
but for the most part, government has not takepr or implemented
the hard measures needed for self-development. There still
exists the need to cxpand the revenue base and tax collections,
and to adopt fiscal refeorms, sucn as reduction of unnecessary
central government expenditures in order to assist in financ-

ing development needs. Also qreater support to agricultural
development by the Bolivian Government is needed.

Tn:reased efforts of coordination and integration of
assi,tance programs by AID and the various international and
bilateral donors seem to be needed. Mort external agency
representatives agree that the informal meetings or exchange
of ideas or plans are insufficient to address problem areas.

24

BEST DOCUMENT AVAILABLE

3
5



The formal coordination committee has not becn effective,
because the Bolivians have been remiss in calling meetings.

The temporary employment created by AID's assistance in
fiscal year 1972 fell considerably below AID goals. This,
we beliecve, indicates that one of the objectives of the
emergency assistance program was only partially accomplished.
This may have becen due to the lack of absorptive capacity of
the Bolivian economy, which probably could not be adequately
determined when the assistance was provided.

Alsa, providin: the $34 million emergency assistance
funds without requiring specific self-help measures on the
part of the government did not appear to give sufficient
incentive to the covernment to take economic and fiscal
necasures needed for development. Providing funds in such a
manner may have been justified based on prior existing con-
ditions and political reasons. However, one wonders why it
was nececssary for the United Stated to provide counterpart
funds for other external assistance projects financed by
cxternal lenders and third countries. As a. alternative,
these international agencies and third countries could have
increascd their contributions or waived the counterpart
requirements.

RECOMMENDATIONS

we recommend that the Secretary of State and the Adminis-
trator, AID, in conjunction with other donors, continue to em-
phasize to the Bolivian Government the need for, and adherence
to, development plans, strategies, and related sector studies
and adequate self-help measures to increase economic growth
ana reduce reliance on external assistance. Future U.S. as-
sistance levels should be related to specific positive steps
that the Bolivian Government should take to increase economic
growth. Also, U.S. assistance funds should be released in
increments based on Bolivian petformance in taking needed
development measures.

The Secretary of State and the Administrator, AID, should
carefully consider any future prugrams whereby U.S. funds are
to be used eithe. directly or indirectly to finance a host
government's local contributions to an externally financed
project. If such financing is to be used in the future, the
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Congress should be notified before AID imcurs such obligations
vith supporting justification showing that the international
agencies and third countriers were requested to increase their
contribution or waive the host country counterpart fund re-
Jguirements, but were unable to do so for the included stated

[ easons,

We further recommend that the Secretary of State and the
Administrator, AID, along with the other external donors,
should make certain that the coordination measures for the
Bolivian program contemplated at the donor's meeting in Jan-
uary 1972, and reaffirmed in February 1973, are effectively
implemented. we also recommend that tine Secretary of Treasury
stress to the U.S5. representatives of the international lending
agencies the nez=d for greater coordination of all economic as-
sistance programs to Bolivia. We do not advocate any arecise
coordination mechanism, but we believe that the good will and
commitment regarding coordination should be formalized or sys-
tematized, made official policy, and instituted by all con-
cerned agenciles.

26

oEST DOCUMENT AVAILABLE



ey

CHAPTER 4

U.S. MILITARY PRESENCE AND PROGRAMS IN BOLIVIA

The United States maintains five military groups or
activities in Bolivia, namely, the U.S. Military Group (here-
after referred to as the Group), the Inter-American Geodetic
Survey, the Defense Attache Office, the Marine Guards, and
the Air Force Postal and Courier Service. The first two
groups administer grant-aid materiel and training programs
which, from the programs' inception to fiscal year 1974,
have amounted to approximately $39.2 million (see app. IV)
and $5.7 million (see p. 33) respectively.

The U.S. Military Group in Bolivia is the principal
representative of the Secretary of Defense with the Bolivian
Government and its Minister of Defense. The specific respon-~
sibilities of the Group include controlling and coordinating
military security assistance plans and objectives and advis-
ing the chief of the U.S. diplomatic mission on military
matters.

Our review of U.S. military programs revealed that:

~-The Departments of State and Defense should con-=
sider making substantial reductions in the program
because of (1) Bolivia's purchase of unneeded mili-
tary =quipment at the apparent expense of economic
development and (2) the interest and military sup-
port being provided by its neighbors for stability
and security in the area.

--The effectiveness of the program has increased in
recent years, but if military assistance is to be
continued, further in-country management improve-
ments are needed in its administration to make it
more responsible to a major U.S. concern of stability
and security.

--Considerable materiel and technical assistance funded
by the Department of Defense for the Defense Mapping
Agency is provided by the Inter-American Geodetic
Survey and other countries in Latin America.
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This latter assistancce is similar to military grant-aid pro-
vided under the Foreign Assistance Act. Military assistance
furnished under the Act is reported annually to the Congress
by the executive branch. The Survey's mapping assistance is
not included in the report to the Congress as assistance be-
cause it is funded through the regular Department of Defense
appropriation. Because of the similarities in this assistance
it would seem that the Defense Mapping Agency's assistance
should also be included in the annual assistance report to

the Congress.

NEED TO REASSESS U.U. MILITARY
ASSISTANCE PROGRAM LEVELS FOR BOLIVIA

In 1973 the Bolivian Armed Forces had a total of 18,000
personnel w~ith a budget of about $20 million representing
about 15 percent of the tederal budgct. A number of
Bolivia's military expenditures are financed from sources
outside the defense budget which includes funds transferred
from nationai petroleum and mining companies.

In recent vears the U.S. military grant-aid to Bolivia
has averaged about $4 million, most of which was for equipment
and matertiel. Consideration should be given to reducing
future programs since Bolivia is purchasing a considerable
amount of unneeded military eguipment at the apparent ex-
sense of economic development, and 1s the recipirent of laryge
amounts of equipment and training on a grant-ald or conces-
s1onal basis from neighboring countries.

Third-country materiecl assistance
and training

Bolivia in the last several years has reccived a variety
of military equipment from Canada and countries in South
Arerica and Europe. " Most of the equipment received from
countries in Latin America has been on a grant-aid or con-
cessional basis, while cquipment from Europe and Canada has
becen on a cash or credit basis. 1t 1is also expected that the
more affluent countries in South America will continue to
support Bolivia with training and ecquipment. The details of
these assistance efforts are classified.
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Bolivian military expenditures
may inhibit economic development

In Decenber 1973, U.S. Embassy officials stated that they
believe funds outside the Bolivian defense budget which came
from the nationzl vetroleum company were used to finance part
of the Bolivian jet aircraft purchased from Canada. They
noted that using funds in this manner cannot be related tc the
loss of funds for economic development since they are ear-
marked for military use. We believe, however, using any
funds under the control of the Bolivian Government for mili-
tary purchases necessarily makes a corresponding amount un-
available for economic development.

IMPROVEMENTS NEEDED IN THE ADMINIS-
TRATION OF U.S5. MILITARY ASSISTANCE

Since the formulation of the current Bolivian Government
in August 1971, the objective of U.S. military assistance has
been to provide stability and security. To assist in the
objective, the U.S. provides materiel and training to develop
adequate counter-insurgent forces.

A review of th: Group records and our visits to Bolivian
military units disclosed that scwe U.S. furnished equipment
was not at the designated units; that maintenance centers
were not operating in the most efficient manner; and that
improvements are needed in the programing of training, moni-
toring, and control of personnel already trained.

Control and monitoring of
U.S. supplied equipnent

Department of Defense officials informed us that even
though Military Assistance Program~provided equipment was not
in the designated units (the details are classified}), it was
being utilized by the Bolivian military for the purposes in-
tended. They also informed us that the newly assigned Mili-
tary Group Commander is making a concerted effort to correct
these unit assignment discrepancies.
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Maintenance of Militarv Assistance
Program supplied Army eguipment

We reviewed available records in the Group Army's main-
tenance section and visited the Bolivian Army’'s maintenance
centers located in Cochabamba and Santa Cruz. We found that
the Group had corrected maintenance problems in Cochabamba,
but that maintenance problems still existed in Santa Cruz.
This latter situation probakly resulted from the chaotic
vears of the Ovando-Torres administrations, and Group effort
in recent years has been directed toward correcting the
situation.

During the U.S. Military Group maintenance advisor's
trip to Cochabamba in May 1973, therc were several 2-1/2 ton
trucks in repair fcr over 3 years, but as a result of his
requesting the needed parts, the vehicles were repaired by
August 1973. At the time of our visit one month later no
particular maintenance problems were noted.

A 1eview of Santa Cruz Maintenance Center records dis-
closed that during June 1973, 13 vehicles from the 2nd Tipo
were in the repair center for as long as 2 years. In addition,
there were two vehicles in repair for 6 months from another
unit and these vehicles were the only ones that were assigned
to the unit. During our visit to the Center in September 1973,
we noted a vehicle that had been there since November 1970
for repair, and that 11 vehicles were deadlined in the repair
facilities for lack of spare parts.

Programing and monitoring of Military
Assistance Program-provided training

A review of the Army and Air Force Military Assistance
training pregrams for Bolivia showed that improvements are
needed in the programing of training, monitcring, and con-
trol of personnel trained. The Group stated they are insti-
tuting procedures to improve the situation.

Army training

In 1972, 18 Bolivian Armv officers and non-commissionad
officers--from each of the first threc Tipos--completed train-
ing in the Canal Zone on the use of 4.2 mortars. AL the time
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of our fieldwork only one 4.2 mortar was in-country. Also
only three of the trained personnel were assigned to Tipos.
During April 1973 the Group initiated action to l.ave the
mortar-trained personnel reassigned to the Tipos, but at

the time of our fieldwork no action had been taken by the
Bolivian Army. One of the mortar-trained personnel is chier
of security of the Command and General Staff. The Group com~
mander noted that delays in mortar production and shipping
times caused personnel to be shifted to other needed areas,
but this is the prerogative of the host country commander.

As part of our review we intended to ascertain the
effectiveness of the Military Assistance Program training
program in providing qualified individuals to support the
Bolivian Army requirements. We were informed, however, by
Group personnel that this could not be done. Although the
Army section maintained a card file on which this information
should be available, the file had not been updated since 1971
and there was no formal followup to see if the individual was
working in the assignment for which he was trained.

Air Force training

During fiscal year 1972 a substantial part of the Air
Force training programed and agreed to by the United States and
Bolivia was cancelled. The cancellation resulted from the
unwillingness of the Bolivian Air Force to pay per diem costs
associated with out-of-country training and its annual repeti-
tiveness. In order to use the funds allocated, mobile training
teams vere sent to Eclivia. A Military Group Air Force officer
informe1 us that to wwoid losing space allocations when they
become available to pilots training ir the United States,
selection is often based on the ability of the Bolivian offi-
cer to speak English rather than the intended use of his
training. The Grcup commander noted that this type of selec~
tion is not in accordance with his policies. We also noted
the Group had encountered problems in following up on Bolivian
Air Force personnel trained at Military Assistance Program
expense.

During 1972, the U.S. Air Force Command in the Canal
Zone, in accordance with a congressional inquiry, requested
the Military Group to provide an analysis of Bolivian Air
Force Military Assistance Program trained personnel and their
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cirrent assignments. The Group was told by the Bolivian Air
Force that this was privileged information and cowld not be
provided. Since then the Group Air Force section has de-
veloped a followup form {6 months and 1 vear) to monitor as-
signments of Military Assistance Pirogram trained persoconnel.
The procedures, however, hud not been completely implemented.
There had been no followup on non-commissicned officers, and
as of our review only one section of a Bolivian Air Force
unit had provided information on Military Assistance Pregram
trained personnel.

The Group Commander stated that training followup de-
pends upon the cooperation of the host country Armed Forces.
Scheduled and timely training followup inguiries are made by
the Group but responses to these requests vary. In the case
of the Bolivian Army, the responses to the Group redquests
for assignment information are fair to good; the Air Force
poor to fair; and the Navy generally excellent.

NEED FOR REPORTIKG INTER-AMERICAN GEGDETIC
SURVEY ASSISTANCE TO THE CONGRESS

The Foreign Assistance Act, szaction 657, provides that
the President report annually by December 31, the aggregate
dollar value of all foreign assistance provided by the
United Staces Government by anv means to all foreigin coun-
tries and international organizations. Assistance provided
to Bolivia and cther Latin American countries by the Survey
has not been included in the Annual Foreign Assistance Report
to the Congress. Inter-American Geodetic Survey 1973 costs,
including salaries and expenses of its headquarters staff in
Panamra, amounted to $3.4 million,

The lack of reporting probably resulted from different
interpretations 7f what is considered foreign assistance,
and the Survey's being funded from Department of Defense
appropriatinns instecad of Foreign Assistance Act appropria-
tions. We believe, however, the type of assistance provided
by the Inter-American ceodetic Survey to Bolivia and other
Latin American ¢ ~untries is similar to types of assistance
provided under the Foreign assistance Act, and therefore
consideration should be given to reporting this assistance
annually to Congress.
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Inter-American Geodetic Survey Bolivia
assistance and support costs

In 1948, an Inter-American Geodetic Survey project was
established in Bolivia. The primary collaboratirg agency
in Boliv:a is the Instituto Geografico Militar which was
established in 1936 =2nd is rosponsible for all cartographic
and geodetic projects related to the national mapping program.
Support for the Instituto Geografico has been provided by
AID, the '.S. Army and Air Force, and more recently the De-
fense Mapping Agency.

U.S. assistance support costs from inception in fiscal
year 1948 to that estimated for fiscal year 1974 total ap-
proximately $8.5 .niilion of which approximately $5.7 million
is considered program costs and $2.8 m:llion salary costs.
For fiscal year 1973 total costs amounted to about $269,000
($203,000 funded by the Defense Mapping Agency and $66,000
by the Air Force) of which approximately $123,000 was con-
sidzred program costs and $146,000 salary costs.

During our review we noted that the United States has
provided a fleet of 62 vehicles to support the Instituto
Geografico Militar operations in addition to providi..g spare
parts, mapping materials and equipment, and technical advice,
The vehicles are valued at approximately £285,000 and are
provided at no cost to the Bolivian Mapping Service or the
Inter-American Geodetic Survey Bolivia program budget. Al-
though the repair parts for the vehicles are included in the
Survey's Bolivia program budget, replacement vehicles are not.
The vehicles are officially listed as Survey property but are
maintained and used by the Bolivian Mappling Service. The
Survey exercises control over the wvehicles by issuing an
authorization form for Bolivian personnel using the vehicles,
which is sometimes done for an 8-month period.

CONCLUSIONS

The Departments of State and Defense should reassess
the military grant-aid materiel program to Bolivia.

--The Bolivian Air Force tas acquired large numbers of
aircraft from third courntries that U.S. officials
believe are not needed for internal defense and sta-
bility. Maintenance of these aircraft will contribute
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to Bolivia's defense expenditures. The funds used
for the purchase and maintenance of unneeded equip-
ment could more properly have been used for needed
economic development purposes, or priority military
purchases of equipment that has been provided as
grant-aid by the United States.

~--Neighboring countries have a significant stake in the
stability of Bolivia and have shown through their
military assistance efforts that they are willing and
capable of aiding the military efforts of Bolivia to
maintain internal security and stability.

U.S. assistance programs have become more effective
undexr the present Bolivian Government, but there is still a
need for management improvements, increasing Bolivian main-
tenance capabilities, and improving the programing and
monitoring by Group personnel of Military Assistance Program
trained versonnel. The Group Commander aarees that more has
to be accomplished in this area.

The United States has provided considerable technical
and materiel assistance to the Bolivian mapping service, an
agency of the Bolivian Armed Forces, as part of a joint
effort of obtaining maps and geodetic data for both Beolivian
and United Staites use. The assistance is funded by Depart-
ment of Defense appropriations, and is not reported annually
to the Congress, as is assistance provided under the Foreign
Assistance Act.

RECOMMENDATIOX

We recommend that the Secretaries of State and Defense
reassess the U.S. grant-aid materiel program to Bolivia
since there is a serious guestion of the need to continue
tne program at present levels.

We further recommend that the secretary of Defense take
measures to insure that the monitoring and control of U.S.
supplied equipment and personrel trained under the Military
Assistance Program be made more effective., If Bolivia re-
fuses to cooperate, we reccmrend reducing Group personnel and
postponing delivery of further equipment for the Tipo regiments.
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We also recommend that the Secretaries of State and De-
fense ~onsider including in the President's Annual Report to .
the Conaress that assistance provided by Inter-american
Geodetic Survey to Bolivia as well as other Latin American

countries.
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CHAPTER 5

TRADE, COMMERCE AND INVESTMENTS

Trade opportunities are avecilable to aggressive Ameri-
can suppliers of mining and petroleum aachinery, agricul-
tural and television eqguipmentv, pharmaceuticals, luxury food
and other consumer goods, aircraft and spare parts, and com-
munications equipment. Tnh2 Embassy estimates U.S5. exports
for fiscal year 1974 will be $75 million. The commercial
attache in La Paz provides useful :ervices for the benefit
of U.S. businessmen interested in doinc business in Bolivia,
and is making U.S. products known to Bolivian businessmen.
U.S. investments were valued at about $26 million in late
1973, and probably will increase when the present favorable
investment climate has become well established.

EFFORTS TO INCREASE U.S. TRADE

To increase opportunities on trade or sales, the com-
mercial attache cables information to Washington for dis-
tribution to intecested U.S. businessmen, and publishes a
commercial newsletter in Bolivia which informs Bolivian
businessmen about U.S. prcducts.

In September 1973, the Department of Commerce comput-
erizeda this information. with respect to Bolivia it appeats,
however, that there has been scme conflict between U.S. De-
partment of Commerce guidelines o.a foreign government tenders
and the realities of the Bolivian market. The guidelines say
a foreign government tender should be cabled if there are at
least 60 days between the date received and the date by which
the buyer wants offers, and if the sale will amount to at
least $100,000. Bolivian public corporations in the mining
and oil areas will often make tenders involving less than
60 days--as little as 30 days--for purchases significant in
the context of the Bolivian market. They also make purchases
of well under $100,000, but which are of a recurring nature
and could be of interest to U.S., suppliers. The commercial
attache sends such information to Washington when he deems
it interesting and important for the Bolivian market. It is
then up to the Commerce Department, based on time considera-
tion and availability of products, whether such tenders out-
side the regular guidelines are forwarded to suppliers.
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After our discussion with Emrbassy officials concerning
the Commerce Department guidelines problem, the commercial
attache in Bolivia in late December 1973, requested the
Cepartments of State and Commerce to treat certain types
of foreign government tenders as private trade opportunities.
This would enable them to go through the new computerized
system and avoid some of the problems cited by the attache.

Commerce officials in Washington informed us in mid-
January 1974, that the new system has been expanded to in-
clude government tenders, and that the purchase amcunt has
been reduced to $50,000 and the time limit to 45 days.
Guidelines outlining the new procedures will be sent to all
posts.

In order to keep Bolivian businessmen informed about
U.S. products, the post mails a Spanish-language commercial
newsletter, the Boletin Comercial, to about 1,500 1local
businessmen and firms. The newsletter provides information
on international trade, documentation, international commer-
cial exhibitions, ard new U.S. products and commercial op-~
portunities. Beginning with thz November-December 1973
issue, the newsletter contained a tear-out form on which a
reader could request additioral information from the com-
mercial office. This will provide the post with trade op-
portunity leads and with feedback on readership and interest
in the newsletter's contents.

INVESTMENT OUTLOCK

The present government has encouraged foreign invest-
ment since it assumed power in August 1971 through the pas-
sace of two new laws favorable to foreign investments and
the government's amicable settlement of all major nationali-
zation cases with U.S. investors. Three small cases not
insurrd by the Overseas Private Investment Corporation are
still pending. Bolivia's current efforts to improve the
foreign investment situation have been clouded, however,
because of the prior takeover of U.s. firms, ambiguities,
and possible contradictions of the Bolivian Investment Code
and the Foreign Investment Code of the Andean Pact of which
Bolivia is a member. For these reasons the Overseas Private
Investment Corporation has been prcceeding cautiously in re-
establishing its insurance program in Bolivia.
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The first article of the Bolivian Investment Law of
December 1971, and its general tone make it clear that
private foreign investors are to be treated the same as
domestic investors. The law grants considerable concessions
to new investments and guarantees the repatriation of capi-
tal and profits. The new Hydrocarbon Law of March 1972,
also makes clear the government's intent to attract foreiqn
risk capital and provides guarantees similar to those of the
Investment law. U.S. private investment in Bolivia is cex~
pected to increase from $26 million to about $65 million
during fiscal year 1974, It appears that most of the pro-
jected new U.S. private investment will be in pctroleum
activity. '

Union 0il Company of California has recently taken ad-
vantage of the new Hydrocarbon law and will be investing
some $6.6 million in exploration for oil in northwestern
Bolivia under contract with th~e Bolivian State Petroleum
Company. Occidental 0il Company, a U.S. firm, has a similar
contract for exploration in Southeastern Bolivia, and will
invest about $4 million. 1In addition to the $10-plus mil-
lion the Union and Occidental groups are investing, a French-
led group with two-thirds U.S. participation is expected to
invest about $4 million, and about 10 other companies, most-
ly U.S., are expected to sign similar oil exploration con-
tracts with the Bolivian State Petroleum Company. This oil
investment will not, however, greatly increase U.S. holdings
of capital assets in Bolivia; the increase will be in the
form of equipment and cash balances held in-country.

Nationalization and the Overseas Private
Investment Corporation Insurance Program

The Bolivian Gulf 0il Company, a subsidiary of Gulf 0i1l,
was nationalized in October, 1969. Settlement was reached
in September 1970 providing for the payment of $78.6 million
over a 20-vear period. 1In 1971, the Overseas Private In-
vestment Corporation insurance program was suspended follow-
ing the Torres government nationalization of Mina Matilde and
Internat ional Metals Processing Corporation. The Corpora-
tion's liability for insurance issued before the suspeusion
was $8.7 million as of June 30, 1974. 1In addition, since the
suspension the Corporation has incurred an $8 millicn con-
tingent liability in the settlement of the Mina Matilde case.
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Cverseas Private Investment Corporation did not suffer
losses in the nationalization cases because they were settled
amicably with the Banzer Government. In the Mina Matilde
case the U.S. investors received compensation amounting to
$13.4 million. The Overseas Private Investment Corgoration
guaranteed repayment of $8 million of the $13.4 million
borrowed by Bolivia to finance the cash settlement, and thus
remains liable for up to that amount if Bolivia fails to
make the required repayments. In the International Metals
Processing Corporation case the U.S. investors received
$1.5 million cash at the time of settlement and thereafter
was to have a 45 percent interest in a mixed company to be
managed by International Metals Procescsing Corporation,

The Bolivian nationalization of private investment
(both foreign and domestic) is not just a recent phenomena,
as major nationalizations also took place in 1935 and 1952.
The Embassy, however, believes that a recognizable differ-
ence exists between the attitude of the incumbent government
and the long tradition of nationalization. However, the
vagaries of Bolivian politics are such that renewed official
respectability for nationalization could change particularly
if there is a change in government.

In June 1973, U.S. officials expressed the belief that
private foreign investrent to complement other resources is
necessary to obtain economic growth objectives in Bolivia.
In order to limit U.S. exposure in any possible future ex-
propriations, the U.S, country team in Bolivia recommended
that Corporation guarantees and insurance be less than 100
percent. The country team expressed the view that Overseas
Private Invesiment Corporation guarantees should be granted
on a highiy selective and limited basis until such time as
the present favorable investment climate has become well
established. The team added that the sensitive investment
areas, such as extractive industries, should be subiect to
the closest scrutiny to avoid recurrence of proklems. 1In
June 1274 there were eight firms registered with Overseas
Private Investment Corporation invotlvirng investments of
between $530,000 for a small tin miing operation and $30
million for an oil exploration project. Ko new insurance
policies, however, have been issued.
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CONCLUSIONS

The Bolivian market is small and thus has & limited
impadt on U.S. international trade activity and policy, botl
private and public. Nevertheless, there are sales opportuni-
ties available for aggressive U.S. producers and exporters.
The commercial office in La Paz appears to be providing time-
1y and useful services to the benefit of U.S. businessmen
interested in doing business in Bolivia.

Investments by private U.S. firms in Bolivia are impor-
tant to complement other resources in accelerating economic
growth. Prior experiences of nationalizations and the pro-
visions of the Foreign Investment Code of the Andean Pact to
which Bolivia is a signator are causing Qverseas Private In-
vestment Corporation to move cautiously before issuing any
investment insurance for U.S. firms wishing to establish
themselves in Bolivia.
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CHAPTER 6

OTHER U.S. ACTIVITIES

Two of the smaller U.S. organizations operating in
Bolivia are the United States Information Service (USIS) and
the Drug Enforcement Administration.

In reviewing these activities we noted that:

--USIS objectives and target groups over the years have
been responsive to the changing political situation
in 3olivia, and the world in general, but no satis-
factory means has been devised to measure the effec-
tiveness of their p:ograms.

~--The narcotics control program in Beolivia, which is
assisted by a resident Drug Enforcement Administra-
tion agent, appears to be improving, but more needs
to be done by the Bolivian government in areas such
as increased financial support and increased coordi-
nation of narcotics control efforts by concerned
Bolivian agencies.

U.S. INFORMATION SERVICE

USIS is the overseas operating arm of the United States
Information Agency. The mission of the Agency is to support
the foreian policy of the United States by explaining it to
people in other countries, to build overseas understanding of
United States institutions and culture, and to advise the
U.S. Government on public opinion abroad and its implications
for U.S. policy.

Tc carry out the Agency's mission and the specific ob-
jectives established for Bolivia, USIS Bolivia maintains an
office in La Paz, and supports cultural and educational in-
stitutions (binational centers) in the cities of La Paz,
Cochabamba and Santa Cruz. In fiscal year 1973, the USIS
in Bolivia was staffed by five Americans and 26 local em~
ployzes, and salaries and operating costs were approximately
$475,000,
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Resoonsiv: objectives and
carcet grouwvs

Annually USIS, in conjunction witn the U.S5. information

Azency, establishes objectives and target groups to guide
it in its mission. An examinaticn of USIS objectives from
fiscal year 1969 to 197- shows certain similarities but also
a fairly siganificant change in direction. In early years,
the anti~communist theme was stressed, whereas today this
theme has been replaced by the promotion of a greater know-
ledge and broader understanding of U.S. initiatives directed
toward maintainirg world peace through rapprochement with
the Soviet Union and the Peoples Repuklic of China. In
f:scal year 1969, continued cooperation with the United

tates and other western hemisphere nations in the Alliance
for Progress was considered an important objective, whereas
in fiscal vear 1974, the stiess is on greater understanding
of U.S. econcmic and trade policies and the role of foreign
private investment in the development of Bolivia. In fiscal
vear 1973, the objective of soliciting Bolivian cooperation
in the control of narcotics was added.

To accomplish the stated objective USIS established
certain target groups or audiences that they directly at-
tercted to influence. BAn examination cof the target audi-
ences from 1969 to 1972 showed two major changes that oc-
curred--(1) the movement of the agricultural community from
the seventh place of importance (last) in fiscal year 1969
to the first place of importance in fiscal year 1971, and
finally to its noninclusion in fiscal vear 1972, and {(2) the
movement of labor officials and leaders from the third place
cf importance in fiscal year 1969 to the sixth place (last)
in fiscal vear 1972,

Starting in fiscal year 1973 the target audien:es were
divided into primary (inner circle) and secondary groups.
The primary droups receive personalized attention and the
secondary groups receive publications and occasional invita-
tions to USIS-sponsored events. For fiscal year 1973 the
primary target audience consisted of 545 persons: leading
government officials, top military leaders, leading communi-
cators, intelligentsia, and professional and business leaders.
The secondary audience was composc2 of 1,225 persons: labor
leaders, senior and middle military officers, and acadenmic
and student leaders.
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Difficulty of measuring
effectiveness of programs

USIS uses several methods of communicacing with and
influencing the Bolivian people to achieve USIS objectives
and goals. They include personal contact, invitations to
parties, receptions and other affairs, radio, films, tele-
vision, press, publications, exhibitions and libraries and
gifts of books.

In Bolivia there have been some surveys to determine
media usage, but none which would show the extent tc which
attitudes have been changed or audiences influenced. The
Public Affairs Officer in Bolivia pointed out that it s
almoct impossible to measurs changes in opinion; exposure
to USIS material can be measured but not the degree of
USIS influence. He further stated that persons are influ-
enced from many sources and the part USIS plays in this
cannot be measured, The problems of measuring the effec-
tiveness of worldwide USIS programs are covered in a GAO
report, "Telling America's Story to the YWorld--Problems and
Issues," (B-118654, March 25, 1974.)

NARCOTICS_CONTROL PROGRAM

Boliv.ia is one of the major growers of the coca leaf,
the raw material for the narcotic cecaine. The cocaine
produced is not widely used in Bolivia, but reportedly is
finding its way into the United States. To assist in the
control of cocaine the United States in fiscal year 1973,
gave Boliv:a about $224,007 which includes the salary and

expense of a Diug Enforcement Agency agent assigned to '
Bolivia; a second agent was assigned during fiscal year 1974.

Bolivian efforts at narcotics control

Our review disclosed that in recent years Bolivia has
become aware of the dangers of illicit narcotics and has
taken increased action to cope with the problem, but that
greater financial and administ' ative efforts are still
needed.
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Bol;Vian efforts to control narcotics are centered in
the National Office of Narcotics and Dangerous Drugs, which
was initially established in 1971. 1In Mar-h 197Z, the
Nationial Office was given full jurisdiction over all police
agencies with respect to narcotic enforcement. The govern-
ment provides funds only for the salaries of personnel of
the Naticonal Office and as a result the Office did not hecome
operational until June 1972, when it received U.S. assistance.
In September 1973, the National Office had a staff of 17
people, but future plans include increasing the staff to 28.

At the time of our fieldwork in lute 1973, the Bolivian
National Office of Nurcotics and Dangerous Drugs, had made
92 arrests for narcotics violations, seized ¢bout 51 kilo-
grams of cocaine sulphate and about 5 kilograms of refined
cocaine, and had closed 54 clandestine laboratories. Other
divisions of the National Police have also been active in
narcotics enforcement., However, there are no records avail-
able on the extent of their activity. Although the National
Office was given full jurisdiction with regard to narcotics
enforcement, there is little coordination with other police
agencies. They develup their own intelligence and conduct
their own raids without informing the National Office.

The National Ofiice does not maiatain records on the
disposition of individuals arrested for narcotics violations.
Once an arrrested person is turned over to the courts the
case is closed. Bond is posted to obtain release after which
there is very little chance of a person being brought to
trial, However, in an effort to strengthen narcotics en-
forcement bolivia issued a new drug law in December 1973,
which provides stiff penalties for drug offenders,

CONCLUSIONS

USIS objectives und target groups have been responsive
to conditions in Bolivia and the world in general, but USIS
in Bolivia and its parent agency, the United States Informa-
tion Agency, have not found a satisfactory method to measure
the effectiveness of their program.

The Government of Bolivia in the last few years has

strengthened its organizational structure and increased en-
forcement measures to control the manufacture of narcortics.
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A new drug law provides stiff penalties for drug offenders.

These increased actions, even though assisted by U.S. finan-
cial aid, fall short of what is needed to control the manu-

factute of cocaine from coca.

We believe that increased roordination and financial
support are needed in this area by the Bolivian Government
and its agencies. Currently most of the aperational ex-
penses of narcotics control and enforcement are supported
by U.S. assistance; coordination and exchange of intelli-
gence between Bolivian agencies is lacking:; and inadequate
records are maintained. The recent assignment of an ad-
ditional Drug Enforcement Administration agent to Bolivia
should assist the government in its narcotics control
enforcement measures.
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CHAPTER 7

SCOPE OF REVIEW

We reviewed the administration and management of major
programs of U.S. arencies operating in Bolivia. The exami-
nation was directed toward evaluating the effectiveness and
need of U.S. programs in the light of U.S. objectives, the
relationship of U.S. assistance to international agencies
and third countries, and Bolivian efforts to help themselves.
Our review covered the fiscal year period 1965 to 1974, but
was more specifically directed to the period following the
Bolivian revolution of August 1271. The work was performed
in Washington and in Bolivia during 1973 and 1974.

We also reviewed U.S. policy papers, strategy state-
ments, program documents, correspondence, and other pertinent
data available, and discussed relevant topics with U.S. Offi-
cials in Bolivia and Washington in the Departments ot State,
Defense, Commerce, and Treasury; the Agency for International
Development, Drug Enfurcement Administration, United States

Information Agency, and the Defense Mapping Agency (Inter-
American Geodetic Survey). Statistical data was generally
obtained from reports published by AID and the IMF.

-
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APPENDIX I

T.S. ECONOMIC ASSISTANCE
FISCAL YEARS 1962-1974
(Net authorizations and obligations)

Develop-  Technical Supporting
Fiscal ment assistance assistance Food for Peace Total
year loans grants grant loans Title I Title IIX assistance
(millions)
1962-64 $ 69.1 $10.7 $4B.7 $2i.8 §11.1 $l6l.4
1965 .6 4.1 4.8 2.3 1.0 13.4
1966 18.7 3.2 3.2 5.5 0.8 31.4
1967 11.0 4.1 0.4 0.6 0,9 17.0
1968 - 3.5 5.0 7.4 0.9 16.8
19¢9 5.3 3.4 - B.2 1.2 19.1
1970 - 2.0 - - 3.6 é.ﬁ
1971 - 3.7 - 5,1 1.8 10.6
1972 50.0 3.6 2.0 - 4.4 60.0
1973 13.1 3.9 - 9.4% 0.9 27.3
1974 (est.) __29.8 3.2 .- 13.0° 2.1 48,1
Total $198.6 $46.4 $64.1 $73.9 $73.9 411,

3 value of shipments authorized against prior year aqreement.

b In addition, Export-Inport Bank loans of $18.3 million were made ($10.]1 million
in 1967 and $8.2 million in 1969}).

NOTE: The ebove data does not 1nclude reqgional funded programs, which are
generally in the nature of technical or training assistance.
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APPENDIN T1

AID AND MULTILATERAL ECONOMIC ASSISTANCE
DEVELOPMENT LOANS BY FIELD OF ACTIVITY
FISCAL YEARS 1965 TO 1974

1o “ipa
{m1ll10ns)

$ 2.0
1.4
6.8
5.0
5.0 i0.2

Date
Author-
120d Approv-:d
Activity {AID) . {others) 1D
Agricultural and Comnunity

Development :
Agricultural bank 1-60 § 2.t
Community development 7-63 0.9
Production - marketing 11-71 840
Rural community develophent 6=72 3.0
Rural clectrification 2-23 3.1
New lands developrment =74 9.7
Beni livestock development 5=67
Second benm1 livestock

deve lopment 1-70
Third beni livestock

developnent =71
Livestock credits 11-09

Total 27.8
Industry - Mining:

Miaing bhank 1~v6 1.0
COMIBOL rchabil:itation 3-bl 1.1
Feasibiiity studies 6-b7? 1.5
Industrial refinancing 5= 12 7.0

IDA - Internatiocnal Development Assoclation (World Bank)

IBRD - International Bank for Reconstruction ind Deve lopment (Wot td Bank)
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Date
Author-
ized Approved
Activity {AID) {others}
Industry - Mining: ({con.)

Y.P.F.B, (National oil

company} 9-73
Y.P.F.B., (Technical assist-

ance) 1-74
Third phase COMIEOL

rehabilitation 2-66
Industrial credits 6~66
Preinvestment fund 9-66
Bolivian development

corporation 11-66
Gas pipeline 6-71
Banco industrial 9-72
Export credits 3-72
Mining (meditm mines) 1-74
Gas pipeline 7-69

Total
Education:

Assistance to the Bolivian

Government 6~74
San Andres Un:iversity 5-65
San Simopn, Oruro and

Santa Cruz Universities 12-65

Total
49
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AID  IDB  IDA  IBRD

(milliong)——m—

$ 46.5

1.6

10.6 87.9 6.2 23.3
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APPENDIX II

Date

Author=-

1zed
Actavity {A1D)

Approved
(others)

Transportation and
Communication::

El Alto Airport construc-
tion increase 5-65

SNC national road service 1-v6
El Alto Oruro Road 6-66
Roads 1 and 4 increase 2-67

Accaess yoads 3 and 7
increase 7-68

Ccavil air transport 10-68

Techaical assistance and
equipment procurement 10-68

Telecommunications

Highway feasibility study

Technical assistance for
highway construction
{Canadian funded)

National telecorwrunicataions

National telecommuni-
cations (note a)

El Alto/La Paz Highway
Irprove highway system
Railroads

Total

a Funded by the United Kingdom

BEST DOCUMENT AVAILABLE
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12-72

12-72
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[
5.9
4.8
a,s
2.4
2.0
1.0

d.5

0.9

1.7

8.7

7.1

13.7

10.0
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APPENDIX II

Pate
Authori-
zed Approved
Activaty {AID) {other} AID 108 DA 1BRD
. {millions;
Power:
Santa Cruz electric 6-66 $ 4.8
Rural electraification 11-73 6.5
Rural electrification
overruns 6~74 4.0
Hydroelectric Corani 7-64 $ 3.6
Electric power 6~69 B.5
Electric power (note a) 6-59 1.6
First ENDE power 7-64 $§10.0
BPC power project 7-64 5.0
Corani project (2n2 ERDE power) 4-69 7.4
Total 15.3 13.6 22.4 -
Housing and Urban
Development:
National urban devel-
opnent service 6-73 3.0
Savings and loan program &-73 6.0
Water system, Oraro 3-65 2.6
Housing 7-57 5.5
Water and sewage systems 8-67 1.8
Water and sewage systems 12-67 11.0
Total 3.0 20.9 - -
Program Loans:
Program loan 10-71 12.0
Program loan 6~72 20.0
Total 32.0 - - -
GRAND TOTAL (1965~1974) $129.5 $171.6 $53.0 $23.3
a Funded by the United Kingdom
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Fiscal
Yecar

1962-64 $
1965
1966

1967
1968

1969

Zs

1970
1971
1972
1973
1974 (est.)

Total

+ a Data on a calendar year basis.

MULTILATERAL AND THIRD COUNTRY
ECONOMIC ASSISTANCE TO BOLIVIA
FISCAL YEARS 1962-74

b Several scholarships; amounts unknown,

c Estimate.

d Not available at the time of our review.

Total Third
_ DB IDA IBRD un OAS my tilateral countries {note a)
Loans Grants Loans Loans Grants Grants Loans Grants Loans & Grants
000 omitted
24,320 $ - 5 - $ - $ 3,700 8 b $ 24,320 $ 3,700 Not available
6,840 150 - 15,000 1,600 450¢ 21,840 2,20C $ 3,000°
4,800 105 - - 1,900 455 4,800 2,460 3,000¢
12,900 10 - 2,000 600 355 14,900 965 4,030
18,843 12 - - 4,900 185 18,843 %,097 1,160
10,076 194 - 7,400 2,300 625 17,476 3,119 5,130
5,000 59 23,250 1,400 1,900 625 29,650 2,584 4,630
22,956 - - 6,800 2,900 405 29,756 3,305 5,670
1,150 19 - - 3,100 510 1,150 3,622 3,000¢
40,932 - - 8,000 4,607¢ 590¢ 48,932 5,197 5,000¢
48,100 - - 12,400 4,607¢ 59Q°¢ 60,500 5,197 d
$195,917 $549 $23,250 $53,000 $32,114 $4,790 $272,167 $37,453 $34,620
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APPENDIX IV

LS. MTILITARY GRANT-AID ASSISTANCE
FISCAL YEARS 1957-73%

___ Materiel

1;;;§g§a Excessesb Training Total
L . {millions)

LT $ 6.3 $ 0.8 $ 4.0 $11.1
i 1.2 .2 0.7 2.1
Yoo o 1.6 0.1 1.0 2,7
Lo, 2,2 0.1 1.3 3.6
R 1.6 0.1 0.6 2,3
Lo 1.1 0.1 0.7 1.9
AN 0.7 0.1 0.5 1.3
1e71 1.3 0.2 0.6 2,1
AN 3.0 0.9 0.6 4.5
1373 3.1 0.3 0.7 A
ot 22.1 2.9 10.7 35.7
: v24.4 $3.6 §11.2 $39.2

w0 ot Lo v wear 1973 supply operation costs are not reportea on

A L LT 1asnls.

n Shown at leaal value; one-~third of acquisition cost in accordance
witlt 7 rvsinns of the Foreign Assistance Act.
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APPENDIX IV

The increased assistance levels in 1966 and 1967 re-
sulted from the growing threat of foreign supported guerilla

and terrorist activity in Bolivia. Selected combat units
pecame Military Assistance Program supportea, and in 1967
the forces of Che Guevara were defeated.

The increased levels of assistance in fiscal years
1972 and 1973 are primarily due to U.5. efforts to modern-
ize and improve the mobility of the Bolivian Armed Forces,
particularly the Regimento Tipos.
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APPENDIX V

U.S. EMBASSY BUDGET AND PERSONNEL COSTS
FISCAL YEARS 1970-74

Personnel
U.S. Local contract
Operta- Salaries Total

Fiscal tions and gif- Per- Costs
vear budget No. ferential No. Salaries No. Costs sonnel (note b)

(000) (000) {000) {000) {000}
1970 $493 43 $699 47 5119 a $23 90® $1,334
1971 543 42 764 45 116 a 61 872 1,484
1972 509 42 795 44 130 a 51 862 1,485
1973 470 42 8l1 46 105 a 49 Bg?® 1,435

1974 390 42 849 46 105 105 53 193 1,3%

a Data on the number of contract personnel before fiscal year 1974 is not
available and not included in total.

b Total does not include Government-owned or long-term leased properties
funded by the Foreign Building Office.

-

U,S, salaries and differential allowanue (raised- from
20 to 25 percent in 1971} are not considered as a portion of
Embassy operations costs. A portion of the above salary

costs is reimbursed by other U.S. agencies for administra-
tive support provided by the Embassy.

From the operations budget, the Embassy finances local
national salaries, leased housing and furnishings, contract
costs, educational allowance, household and office furnish-
ings, vehicle and Embassy maintenance and travel costs in-
cluding rest and recuperation trips. Contract costs are
comprised of janitorial service, maintenance service, and
guard service which includes guards for certain Embassy-
leased residences.
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APPENDIN V

Within the Foreign Building Office budget for fiscal
yvear 1974, $150,000 is earmarked for site acquisition as
a first step in attaining a new chancery for Bolivia.
Approximately $135,000 is programed for fiscal ycar 1975
for construction plans. It is estimated that the cost of
construction would total approximately $2 million:; howecver,
as of November 1974, it had not been determined whether the
United States would construct a new chancery or enter into
a lease arrangement with Bolivian entrepreneurs who would
construct a chancery to Embassy requirements,
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APPENDIX VI
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8%

MILITARY PERSONNEIL, STRENGTHS AND RELATED OPERATING AND SALARY COSTS
FISCAL YEARS 1965 THROUGH 19374

MAir Force

Inter-American Defense Attache Postal and
Military Group Geodetic Survey Office Courier Service Totaln
Personne}l Personnel Personnel Marine Guards {note a) Personnel
Fiacal Civilian Civilian _ Civ, Personnel Personnsl Civilian
yoar Mil. U.S. Local Costs Mil. U.S. Local Costs? Mi1l. Local Costs Mil. (losts Mil, Costs Mil, U.5, Local costs
(millions) (mi1llions) (m1llaons) (mi.lions) (millions) (millionas)
1965 48 1 9 rn/a 3 6 21 135.8 5 k] - 6 - - 62 7 33 (<)
1966 49 1 1 n/a 3 6 19 104.3 6 ¥ - 6 - - 64 7 33 ()
1967 49 2 3o n/a 3 7 19 142.6 [ k] - [3 - - 64 9 32 (<)
1968 49 2 10 953.2 3 ? 19 162.1 5 2 - 6 - - £3 9 3} 1,115.3€
1969 44 2 10 892.8 4 ? 19 178.3 S 2 164.0 6 - - 59 9 31 1,235.1°
1970 38 2 11 830.8 4 ? 17 201,11 5 2 183,0 7 - - 54 9 30 1,214.9°
1971 32 2 7 694.6 4 5 12 176,17 S 2 184.0 10 - - 51 7 21 1,005.3c
1972 30 2 10 711.5 4 3 3 149.1 5 2 187.0 10 - 1 aA.,7 50 5 15 1,052.3%
2973 29 2 8 884.1 4 3 3 146.2 5 3 215.0 10 60.0d 1 1.2 49 L] 14 1,316.5
1974" a
(est.) 31 2 8 915.2 3 3 3 119.5 5 3 225.0 10 62,5 1 16.9 31 5 14 1,339.1

S1;stablished i Bolivia in February 1, 1972. Costs are funded by the Air Force Postal System,
Includes only salary costs: operational costs are considered program costs,

Srotals not complete because of unavailability of certain data.
obe not include housing costs provided and maintained by the U,S5. Embassy.

1974 figures are estimated,
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APPENDIX VIII

GROSS NATIONAL PRODUCT

(EXPRESSED IN U. S. DOLLARS,
CONSTANT 1972 PRICES) (nete o)

MILLIONS

800 [
750 E

700 &

650 g

600

550

500

450

400

350

300 E5s £ ::2 3% : » . :5'i

2

1965 1966 1967 1968 1969 1970 1971
YEARS

p = oraliminary

o/ Lotest available AlD data.

1972

19739
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APPENDIN IX

SECTOR CONTRIBUTIONS
TO GROSS DOMESTIC PKODUCT (note o)
(1971)

MAJOR SECTORS

ENERGY

CONSTRUCTION

PETROLEUM AND GAS

TRANSPORTATION AND
COMMUNICATION

REAL ESTATE

GENERAL GOVEPNMENT

SERVICES

MINING

INDUSTRIAL
MANUFACTURING

COMMERCE AND
FINANCE

AGRICULTURE

LI R
7 8 9 W 1t 12 13 14 15 16 7
PERCENT

o/ Latest avciloble detailed AID data.
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PRINCIPAL OFFICIALS HAVING MANAGEMENT
RESPONSIBILITIES FOR MATTERS DISCUSSED
IN THIS REPORT

APPENDIX X

" Tenure of Office

From

DEPARTMENT OF STATE

Secretary of State:

Henry Kissinger
William P. Rogers
Dean Rusk

Sept. 1973

Jan.
Jan,

AGENCY FOR INTERNATIONAL DEVELOPMENT

‘Administrator:

Daniel S. Parker
Johin A. Hannah
William S. Gaud
David E. Bell

Oct,
Mar.
Aug.
Dec.

DEPARTMENT OF DEFENSE

Secretary of Defense:

James R. Schlesinger
William P. Clements, Jr.
Elliot L. Richardson
Melvin R, Laird

Clark M. Clifford
Robert S. McNamara

July

(acting} May

Jan.
Jan.
Mar.
Jan.

61

1969
1961

1973
1969
1966
1962

1973
1973
1973
1969
1968
1¢61

To

Preaznt
Sept. 1973
Jan. 1969

Present

oct. 1973
Jan. 1969
July 1966

Present

June 1973
May 1973
Jan., 1973
Jan. 1969
Feb. 1968
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