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CURRENCY EQUIVALENTS

(As of September 1, 1976)

Currency Unit = Bolivian Peso ($b)

US$1 = $b20

$bl = US$0.05

$bl,000 = US$50

$bl,000,000 = US$50,000

ABBREVIATIONS AND ACRONYMS

AAPOS - Sanitary Works Administration for Potosi

CORPAGUAS = Water and Sewerage Corporation

ELAPAS = Water Supply and Sewerage Company of Sucre

Fiscal Year = Calendar Year



FOR OFFICIAL USE ONLY

REPORT AND RECOMMENDATION OF THE PRESIDENT
OF THE INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

TO THE EXECUTIVE DIRECTORS ON A PROPOSED LOAN
TO THE REPUBLIC OF BOLIVIA FOR AN URBAN AND RURAL COMMUNITIES

WATER SUPPLY AND SEWERAGE PROJECT

1. I submit the following report and recommendation on a proposed loan
to the Republic of Bolivia for the equivalent of US$11.5 million to help fi-
nance an urban and rural communities water supply and sewerage project. The
loan would have a term of 20 years, including four-and-one-half years of
grace, with interest at 8.9% per annum. A total of US$6.7 million of the
proceeds of the loan would be relent to the Sanitary Works Administration of
Potosi (AAPOS) and to the Water Supply and Sewerage Company of Sucre (ELAPAS)
for 22 years, including 3 years of grace, with no interest during the grace
period and at 8.9% per annum thereafter.

PART I - THE ECONOMY

Introduction

2. An economic report entitled "Current Economic Position and Prospects
of Bolivia" (786a-BO) dated July 28, 1975, was distributed to the Executive
Directors. An updating economic memorandum is near completion and will be
distributed to the Executive Directors in the near future. Country data
sheets are attached as Annex I.

Background

3. Despite the increasing Importance of petroleum and natural gas
exports, as well as significant mineral deposits, Bolivia remains one of the
poorest countries in South America. The majority of Its population is engaged
in traditional agriculture. Only a small part of the labor force is employed
in the modern sectors. The infrastructure is primitive and the road and rail
networks cover only a fraction of the country. The combination of strong
traditional ties within the Indian communities and geographic, health and
educational obstacles to population mobility has perpetuated the demographic
concentration on the inhospitable 10-15 thousand foot plateau, the Altiplano.
About half of Bolivia's population lives a physically, culturally and econo-
mically isolated subsistence existence in this region, which is rich in mineral
deposits but limited in agricultural potential.

4. The 1952 revolutlon sought to put an end to the dual structure
which had characterized Bolivia's economy since colonial times and to
deprive the landowning and mining oligarchy of its economic base. This
objective was only partially achieved. Progress was made in eradicating
fuedal relations, distributing the land and eliminating obstacles to social
mobility. The agrarian reform and the nationalization of large mines,
however, were followed by falling production. GDP declined in the 1950s and
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did not recover to its pre-1952 level until 1961. During the subsequent
decade, output increased steadily at an average annual rate of around 5%,
providing for per capita income increases averaging 2.5% p.a. As a result,
GNP per capita, which had fallen by 24% in the 1952-60 period, had recovered
by 1970 to its 1952 level and was more equally distributed. However, the
momentum of economic growth was again lost in 1969/71 when political insta-
bility lead to declining private investment and deterlorating public finances.
The deterioration of public finances reflected a structural flaw in the eco-
nomy. Bolivia's public sector is proportionately one of the largest in
South America and a source of livelihood for a sizeable segment of the popu-
lation. With scarce employment opportunities in the private sector, pressures
to expand the ranks of public servants proved difficult to resist. Increased
expenditures on wages and salaries, combined with a weak tax system, left
few resources for investment. Moreover, the inability of the public.sector
to generate adequate savings limited its capacity to utilize available external
capital assistance.

5. On coming to power in 1971, President Banzer faced the need to
provide jobs for the unemployed and to revitalize investment and output growth.
Initially, this task was faced in the context of a sharp deterioration in
Bolivia's terms of trade which produced a weakening in the balance of payments
and a further deterioration in public finances and eventually resulted in a
substantial devaluation in 1972. At the same time, however, more rational
economic policies were put into effect and a more favorable climate for private
investment established. New laws offering guarantees and Incentives to
private investors especially in the hydrocarbon field were promulgated and
claims arising from earlier nationalizations were settled. The Government
also improved public administration and the pricing policies of some public
undertakings. These policies were successful in increasing private investment
and in bolstering the rate of growth.

Recent Economic Developments and Prospects

6. The most important events affecting recent economic performance
have been the substantial improvement in the terms of trade in 1974 and the
subsequent deterioration last year. The sharp increases in petroleum and
mineral prices in 1974 allowed a simultaneous and large expansion of both
consumption and investment and brought about an unprecedented improvement
in public finances, the balance of payments and foreign exchange reserves.
After current deficits in 1970-73, the Central Government achieved savings
equivalent to one-third of its capital expenditure. For the public sector
as a whole, savings in 1974 exceeded 10% of GDP and covered nearly 90% of
capital expenditure. On the balance-of-payments side, the terms of trade
gain in 1974 was equivalent to about 11% of GDP; the trade surplus exceeded
US$150 million; and net capital inflows approached US$90 milllon, nearly four
times their 1973 level, as a result of substantially higher loan disbursements
to the public sector and increased foreign investment associated with hydro-
carbon exploration. However, part of this improvement was lost in 1975 when
Bolivia's terms of trade and export volumes declined under the impact of the
world economic recession, which brought once again the extreme dependence
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of the economy on its external sector into focus. Mineral exports fell by
well over 20% as mineral prices declined by approximately 13%, on weighted
average, and shipments of most minerals fell as a direct result of the
recession and unloading on international markets of speculative stocks
accumulated during the commodity boom of 1973/74. Exportable surpluses of
crude petroleum were significantly reduced for the second year in a row due
to falling production and rapidly rising domestic consumption of hydrocarbon
derivatives. A significant price increase for natural gas exports to
Argentina could not compensate for the overall decline In export earnings. On
the whole, merchandise exports in 1975 declined by 18% whlle imports rose by
nearly one-third in the wake of the start-up of new public investment projects
and the liberalization of imports for consumer durables and motor cars earlier
In the year. Despite further substantial increases in disbursements of
medium-term loans to the public sector, net foreign exchange reserves fell by
US$60 million to US$100 million, or about two months of imports. The Central
Government's current surplus was just about 1.7% of GDP, after 2.6% in 1974,
and some borrowing from the banking system was necessary to finance growing
public Investment. However, some public utilities attained stronger financial
results due to improved rates.

7. Bolivia's terms of trade are expected to again improve in 1976 and
beyond. Mineral prices have bottomed out In 1975 and hydrocarbon prices have
resumed their rising trend. Furthermore, with gradual economic recovery in
industrialized countries, mineral exports volumes should increase. Government
measures taken in late 1975 to increase prlces of domestically consumed petro-
leum products by about 70% on the average, especially of gasoline, should
slow down the rise in domestic demand, thus contributing to preserve export-
able surpluses. The outlook for 1976, therefore, is for somewhat accelerated
growth and an improved fiscal and balance-of-payments position.

8. Economic growth prospects over the medium- to longer-term depend
on the Government's ability to increase savings and stimulate investments,
particularly those for developing the hydrocarbon, mineral and agricultural
resources. Government measures taken since about 1973 and designed to broaden
the fiscal revenue base are now beginning to show results. Firm wage policies
applied since 1974 have resulted in a reduction of inflation to an annual rate
of well below 10%. Investment in mining and hydrocarbons is accelerating.
Intensified exploration for hydrocarbons by the state-owned petroleum company
and private foreign companies is underway and may lead to significantly in-
creased production and export of crude petroleum and natural gas which would
stimulate an acceleration of economic growth towards the end of the decade.

Debt Service and Creditworthiness

9. Service on external public debt in 1975 amounted to 16.8% of exports
of goods and non-factor services net of investment income abroad. Average
terms of the external debt outstanding have remained soft, reflecting the
high proportion of concesslonary aid channeled to Bolivia. Average interest
in 1975 was 4.4% and average maturity about 22 years.
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10. This position is bound to change, however, as it can be expected
that lending terms will become harder and the share of loans on conventional
terms will increase. Of new loans attracted during 1974 and 1975, over 25%
were financial and suppliers' credits. With substantial disbursements
envisaged during the next five years, the service on external public debt
will move well above its historical average (12.8%) by 1977/78; but in line
with growing exports, the debt service ratio should decline in subsequent
years. In view of the nature and growing size of Bolivia's debt, prudence
in selecting and utilizing external capital will have to be an essential
element of debt management.

11. Bolivia enjoys a substantial resource base in agriculture, minerals
and hydrocarbons which has to be developed to sustain rapid economic growth
and, in particular, rapid expansion of export earnings in the foreseeable
future. If production in the export sectors can be increased as planned and
prices for major export products are adequate, Bolivia can be considered
creditworthy for substantially increased amounts of external lending on con-
ventional terms. Nevertheless, some additional lending on soft terms (&vail-
able from the Inter-American Development Bank and the USAID) is justified by
Bolivia's poverty and its large and continuing external capital requirements.
The country will require substantial external financing of investment to
supplement the domestic savings effort at least until the early 1980s. While
the Government is making a serious effort to mobilize domestic resources and
prepare a development program, implementation of this program will require
external assistance well in excess of the foreign exchange component of
suitable projects presently available for international financing. Although
substantially increased suppliers and financial credits will probably become
available, they should prudently cover not more than 35% of the public capital
inflows required during 1976-80 for meeting a GDP growth target of 5-6%
annually. The remainder should be obtained on softer terms from bilateral
and international development financing agencies, including an expanded Bank
lending program.

PART II - THE BANK GROUP OPERATIONS IN BOLIVIA

12. Although Bolivia is an original member of the Bank, it did not
obtain any Bank Group resources until 1964. Bank Group assistance to Bolivia
until 1974/1975 was limited by the country's tight budget and restricted
capacity to service external debt. Lending to Bolivia was in the form of
IDA credits except for a 1971 Bank loan to help finance an "enclave" project.
Because of the narrow scope for private investment, IFC became active in
Bolivia only in 1973 through an investment of US$400,000 in a firm producing
cables and plastic products. With expanding opportunities for private invest-
ment, however, IFC has most recently agreed to take an equity participation of
$550,000 in Banco Industrial (BISA) in conjunction with a Bank loan for
the same institution to assist in financing medium-sized industrial and mining
enterprises, and US$337,500 in the Banco Hipotecario Nacional to assist in the
development of mortgage banking. The latter two IFC investments also aim at



contributing to establish a local market for long-term securities. Annex II
contains a summary statement of the status of Bank Group operations in Bolivia
as of July 31, 1976, and notes on the status of ongoing projects.

13. The proposed loan would be the Bank's sixth and the Bank Group's
seventeenth operation in Bolivia. Net of undisbursed balances, Bolivia's debt
to the Bank and IDA in 1974/75 represented 8.3% of its external public debt
and the share of the Bank Group in total debt service is now about 4%. Both
figures are expected to increase marginally by 1980. Although the Bank Group
has ranked below the US Government and the IDB as a source of financial
assistance to Bolivia, its role has been expanding.

14. Future Bank lending will continue to support Government efforts to
strengthen and expand the productive base of the economy, in particular the
export sectors, while simultaneously emphasizing improved distribution of the
benefits of economic growth. In the social sectors, Bank activities will
focus on helping the less developed regions of the Altiplano and the interme-
diate valleys which contain the majority of Bolivia's rural and urban poor.

15. A project to assist small privately owned mining firms is in the
final stages of preparation. Agricultural projects under consideration are
designed to meet the needs of the poorer farmer and an education project will
seek to improve rural and vocational education. The financing of further
economic infrastructure is also contemplated in the transportation and power
sectors. In transportation, project preparation is underway for a project to
provide access to remote areas of the country through a program of airport
development, and continued support for the railway rehabilitation program is
planned as well.

PART III - THE WATER SUPPLY AND SEWERAGE SECTOR

Present Situation

16. Bolivia compares poorly with most Latin American countries in pro-
viding water and sewerage services: only 22% of its 5.5 million inhabitants
had water services and 10% had access to sewerage facilities in 1973. Ser-
vices in urban areas were better than in rural communities: about 56% of the
1.7 million urban dwellers benefitted from water services and 23% from sewerage
facilities in 1973. Generally, the supply of water is irregular, transmission
and distribution networks are run-down and the ratio of water lost due to
leakages is high. Sewerage services are available only to those who happen to
live in-the central and commercial sections of the eight largest cities. With
the exception of the city of Santa Cruz, sewage is discharged directly into
streams which are utilized downstream for irrigation and domestic purposes.

17. In the rural areas, less than 5% of the 1973 population of 3.8
million have benefitted from water services and only about 3% have access to
sanitary facilities. The majority of the people depend on the supply of water
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from shallow wells, springs, streams and rivers which are often of poor
quality. During the dry seasons, supply of water is uncertain and villagers
have to haul water over long distances. The Government has been aware of
these conditions and has prepared a National Plan to construct or improve
water systems in about 500 rural communities. The objective of the Government
under the National Plan is to provide water to about 16% of the rural popu-
lation by 1980. The Inter-American Development Bank (IDB) made a loan of about
US$1.8 million to finance the first stage of the National Plan in 1969-74.
This was implemented by the Water and Sewerage Corporation (CORPAGUAS) which
completed the construction of water systems in 68 rural communities in 1974.
Subsequently, IDB has decided to concentrate its efforts in urban centers like
Oruro, Trinidad, Tarija rather than in rural areas. In general, the Govern-
ment's investment in rural sanitation works has been confined mainly to
financing sanitation facilities in schools and health centers.

18. Investment programs in the water supply and sewerage sector have
relied heavily on external assistance because competing claims from other
sectors and insufficient domestic savings left little resources for construct-
ing water supply and sanitation systems. Bolivia has received about US$75
million in soft funds mainly from IDB and the Federal Republic of Germany for
water supply and sewerage projects during the past seven years. In spite
of Government efforts, the tariffs for water have remained inadequate because
the majority of the public continues to believe that: (i) water should be
a free social good; and (ii) the low quality of services does not justify
tariff increases. The Government intends to modify these attitudes through
educational programs and by upgrading the quality of services.

19. With the exception of the National Plan for provision of water to
rural communities, Bolivia did not have a coherent development plan for the
overall water supply and sewerage sector until the issuance, on April 15, 1975
of the Bank/WHO Water Supply and Sewerage Sector Study (No. 712-BO). Based on
the Sector Study recommendations, the Government established minimum targets
for provision of water services to 67% of the urban population and 16% of the
rural population by 1980. The 1980 minimum targets for provision of sewerage
facilities are 26% for the urban population and 4% for the rural population.
The Sector Study also recommended that the Government give priority to decen-
tralizing the responsibilities for the construction and supervision of rural
water supply and sewerage projects and that it establish, on a national level,
adequate tariff policies to finance the development needs in the sector.

20. There are various entities involved in the water supply and sewerage
sector: (a) CORPAGUAS, a semi-autonomous agency, established in 1967, under
the jurisdiction of the Ministry of Housing and Urban Affairs which builds
water supply sytems for communities with population between 200 and 10,000
people; (b) Division of Urban Engineering of the Ministry of Housing and Urban
Affairs, which establishes sector policies for urban areas; (c) Departmental
Development Organizations 1/ of Santa Cruz and Chuquisaca which have been

1/ Bolivia is divided into nine departments.



constructing water supply systems; (d) the Community Water Committees which
represent rural communities in matters concerning construction and maintenance
of water system; (e) the semi-autonomous public utilities in the eight largest
cities, including AAPOS and ELAPAS; and (f) the Division of Environmental
Sanitation of the Ministry of Public Health, which installs latrines for
communities of 2,000 inhabitants or less. Many of the entities which manage
water supply and sewerage systems lack adequate management, technical and
administrative personnel and their systems for accounting, billing and collec-
tion of charges, warehousing and purchasing are poor.

Organizational Changes

21. At present, CORPAGUAS is the single most important agency for pro-
viding water supply in rural communities. However, servicing the needs of
these communities from La Paz has strained its manpower and financial resources.
In order to increase efficiency, the Government has agreed to prepare plans
for a gradual transfer of CORPAGUAS' present responsibilities for rural water
and sewerage systems to the four additional Departmental Development Organiza-
tions in which the 70 rural water systems will be constructed under the
project. CORPAGUAS agreed to retain consultants satisfactory to the Bank to
prepare a plan for such transfer by June 30, 1978 (Part C Project Agreement,
Sections 2.02 (a) and (b) and 3.06). However, in order to ensure that the
construction schedule is maintained, CORPAGUAS will keep its responsibilities
for the implementation of the project. Thereafter, CORPAGUAS will continue to
assist the Departmental Development Organizations in designing rural water
supply systems and building or supervising projects which require special
skills unavailable to them.

Legal and Institutional Changes

22. To date, investments in the urban water supply and sewerage sector
have often been made without adequate coordination and without proper project
evaluation. Moreover, revenues from these projects seldom covered direct
operating costs. As a first step to improve this situation, the National
Tariff Council was established with powers to approve all new tariffs and a
National Tariff Standard (Decree No. 133) was published in April 1974. In
order to improve project evaluation, the Division of Urban Engineering will
act as a project evaluation unit with authority to approve or reject applica-
tions for financing of water supply and sewerage projects in urban communities
with 10,000 or more inhabitants. Projects will be approved only if they
represent the least cost solution and the proposed tariffs are consistent
with the guidelines set forth in the National Tariff Standard. The Government
agreed to issue the necessary regulations to effect the proposed changes in
the approval procedure and to retain consultants satisfactory to the Bank to
carry out the study of tariffs and to train the Division of Urban Engineering
staff for project evaluation (Loan Agreement Sections 3.01 (a) and 4.03 (a)
and (b)).
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Tariff Policies

23. The National Tariff Standard as amended in July 1976 stipulates that
rates in cities with more than 50,000 inhabitants should generate revenues
sufficient to cover operation, maintenance, debt services and a reserve for
future capital expenditure. In cities of less than 50,000 but more than
10,000 inhabitants, revenues shall cover operation, maintenance and debt
services. Rural communities are exempt from repaying interest and principal,
but they will have to make every effort to meet operation and maintenance
costs.

PART IV - THE PROJECT

24. The project, which is based on studies prepared by foreign and local
consultants, was appraised by a Bank mission which visited Bolivia in October
1975. A report entitled "Appraisal of the Urban and Rural Communities Water
Supply and Sewerage Project," No. 1076b-BO dated August 30, 1976, is being
distributed separately to the Executive Directors. A loan and project summary
is presented in Annex III. Negotiations took place in Washington from July 26
to July 28, 1976. The Bolivian delegation was headed by Mr. Floyd Foster,
Undersecretary of Urban Affairs of the Ministry of Housing and Urban Affairs.

The Setting

25. The project would be the first Bank operation for water supply and
sewerage in Bolivia, although a small component for potable water and sanita-
tion was included in the Ingavi Rural Development project (Loan 1211-BO). A
typical rural community which will benefit from the project has a population
of about 1,500, who are mainly Altiplano subsistence farmers with low incomes.
Most of the villages do not have a community water supply system, and where
one exists, it is very old, and the quality of water is poor and shortages are
common.

26. The master plans for the expansion of the water supply and sewerage
systems for Potosi and Sucre are part of the overall urban development studies
for both cities. The city of Potosi, which has a population of about 75,000,
is the oldest and most important mining town in Bolivia and practically all
its labor force is employed in mining. The present water supply services are
inadequate for its expanding residential and industrial sections. Sucre is
the historical capital of Bolivia with about 55,000 people. The city is the
commercial center for the Department of Chuquisaca and an important center for
training teachers and physicians. Water losses in both cities are high--about
48% in Sucre and 62% in Potosi. The average water consumption for new users
in both Potosi and Sucre is projected to be only about 20 cubic meters per
household per month, in view of their low income.
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Project Description

27. The project has the following components:

(i) Water Supply for 70 Rural Communities: The construction of about
70 water systems additional to the 68 systems constructed under the
first stage of the National Plan (paragraph 17) and establishment
of a Community Water Committee in each of the participating rural
communities. A typical rural water system will consist of intake
works, chlorination facilities, storage and distribution tanks,
and distribution networks including house connections and public
faucets. Detailed studies and designs for 35 of the water systems
have been prepared and the remaining 35 will be ready by December
1977. Construction of the water systems is expected to be completed
in four years.

(ii) Water Supply for Potosi: The second stage of a 20-year program
to improve the water supply system for Potosi. The project will
repair the existing dikes, line the main conduits, enlarge the
treatment plant, extend the distribution network, reduce leakage
from 62% to 23% and carry out a survey of house connections and
public faucets. These works will take about two years.

(iii) Water Supply and Sewerage for Sucre: The project will improve and
protect the main canal, increase storage facilities, extend the
distribution network and install house connections and water meters.
The project will also improve and extend the sewer system in Sucre,
install about 4,000 additional house sewerage connections and
construct a sewerage treatment plant. These works will take about
two years.

(iv) Technical Assistance: (a) Training of the staff of the Division
of Urban Engineering, AAPOS, CORPAGUAS and ELAPAS; and (b) studies
on tariffs for water supply and charges for sewerage services and
the effects of metering water consumption.

28. The project includes an estimated 47 man-months of consultant ser-
vices for technical assistance to train the staff of the Division of Urban
Engineering to improve its project evaluation systems and to introduce in
CORPAGUAS, AAPOS and ELAPAS improved management, accounting, and financial
systems. An additional 44 man-months of consultant services are included
for engineering design and supervision.

Project Implementation

29. The project would be constructed by CORPAGUAS, AAPOS and ELAPAS.
The Ministry of Housing and Urban Affairs would open an account in the Central
Bank on behalf of the three beneficiaries. The proceeds of the loan will be
provided as a grant to CORPAGUAS and will be relent to AAPOS and ELAPAS
for 22 years, including three years of grace, with no interest during the
grace period and at Bank interest rate thereafter.
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30. CORPAGUAS has extensive experience in designing and building rural
water supply projects and is adequately staffed. For the purposes of the
project, it needs to improve its accounting procedures, and the project
provides consultants for this purpose. CORPAGUAS will supervise construction
of the community water supply systems. It will promote the establishment of
a Community Water Committee in each community and will enter into a separate
subloan agreement with each Committee for the construction of water supply
systems. The Committees will be responsible for obtaining the communities'
contributions for water supply projects and for carrying out routine main-
tenance and record keeping functions.

31. In order to ensure rapid implementation of the proposed project,
CORPAGUAS has already begun forming Community Water Committees in 35 villages
which have been selected according to practical criteria. The criteria includes
such indicators as per capita cost for a system, initiative of the community
and its organization, willingness and ability to pay for services, capacity to
contribute funds, labor, materials, etc. CORPAGUAS will use the same criteria
in the selection of the remaining 35 villages (Part C Project Agreement, Section
3.08). In the event that the participating communities fall behind schedule
with their contributions, the respective Departmental Development Organizations
will be required to make up any shortfalls (Part C Project Agreement, Section
3.07 (a) and (b)).

32. AAPOS, established in 1972, has the necessary managerial and techni-
cal staff for the execution of the proposed project. Financial management of
AAPOS as well as its commercial and accounting systems still need to be
improved. The project provides for consultant services to AAPOS for this
purpose. ELAPAS is a well managed autonomous entity with extensive experience
in constructing and maintaining a water supply and sewerage system. ELAPAS
has been, for over a year, the only water company in the country which has
successfully installed water meters to a majority of its users. Its financial
and costing systems still need improvement and the project provides consultants
for this purpose (Part A and Part B Project Agreements, Section 3.05). Staff
from both entities, with the assistance of consultants, will prepare detailed
designs, cost estimates and bidding documents for works in Potosi and Sucre.
Personnel from AAPOS and ELAPAS, assisted by consultants, will also supervise
the construction of the respective water supply systems and the sewerage
facility in Sucre.

Cost Estimates

33. The total cost of the project is estimated at about US$15.0 million,
including contingencies. Interest during construction amounts to an addi-
tional US$1.4 million and will be financed from local contributions. The pro-
posed US$11.5 million Bank loan would finance the foreign exchange costs
(US$11.1 million) and local consultant costs (US$0.4 million). The average
cost per man-month for consultant services is estimated at US$4,000 for
foreign consultants and US$2,000 for local consultants. Further details of
the cost estimates and the financing plan are summarized in Annex III.



Procurement

34. Pipes, accessories, meters and related equipment (estimated to cost
about US$7 million) would be procured through international competitive bid-
ding in accordance with Bank Guidelines. Local manufacturers will receive a
margin of preference of 15% of the cif price, or the actual tariff, whichever
is lower. Contracts for civil works, estimated to cost about US$2.6 million,
would be awarded on the basis of competitive bidding advertised locally and in
accordance with procedures acceptable to the Bank. The type and size of the
civil works are such that foreign firms are unlikely to be interested in
bidding although they would not be precluded from doing so. Because of the
specialized nature and limited amount of work involved, construction in some
of the remote villages would be undertaken by CORPAGUAS on force account,
using labor from the villages.

Disbursement

35. Disbursements would be made for 100% of the foreign exchange cost
of imported equipment. Disbursements for civil works and locally procured
materials and equipment (if any) would be at the rate of 60%. Disbursements
for the engineering and technical assistance consultants would be for 100% of
total costs. Retroactive financing of up to US$100,000 equivalent for engi-
neering studies for the sewerage component of ELAPAS prior to the date of the
Loan Agreement and after July 1, 1975 is proposed. Disbursements for the
works in Potosi and Sucre are expected to be completed by early 1979, and for
the rural works by 1981.

Financial Situation

36. The financial position will vary considerably between the rural and
urban components of the project.

(i) Rural Component: Under the project, communities with less than
10,000 inhabitants will pay only for operation and maintenance of
the water supply systems and the Government will repay CORPAGUAS'
portion of the Bank loan. Each community would contribute the
equivalent of about 15% of the construction cost in cash, labor and
materials. The cost of the house connection will be charged to
individual households.

(ii) Urban Component: AAPOS is financially weak due to an inadequate
water rate (a fixed monthly fee of about US$0.50 cents) and its
reluctance to install meters. AAPOS agreed that not later than
December 31, 1976, it will submit to the Bank a detailed meter
installation program for at least 80% of its users in order to
introduce charges based on the quantities consumed (Loan Agreement,
Section 2.02 (a) (v) and Part A Project Agreement, Section 3.06).
AAPOS will also complete a consumer survey by April 30, 1977 (Part
A Project Agreement, Section 3.07). ELAPAS' financial performance
has been somewhat better than AAPOS. However, its average monthly
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water bill of about US$1.00 per connection has enabled ELAPAS to
cover only its operating costs. The financial position of both
AAPOS and ELAPAS will be strengthened under the project. Tariff
levels will be raised in steps from December 1, 1976 so that by
1979, revenues will cover: (a) operation, debt services and all
taxes; (b) the cost of any expansion other than a major expansion
and increases in non-cash working capital requirements for the
current year; and (c) 10% of the estimated average annual expenses
for any major expansion during a period of three calendar years
including the current year and the two years immediately following
it (Part A and Part B Project Agreements, Section 4.03 (a)). The
initiation of the tariff increase constitutes a condition for the
disbursement of the loan both for AAPOS and ELAPAS (Loan Agreement,
Section 2.02 (a) (iv) and (b) (iv). As the payment capacity of
those benefitting from sewerage facilities in Sucre is limited, the
charges for sewerage services will need to be partially subsi4ized
during the next few years. ELAPAS will recover part of its invest-
ment in sewerage either by way of an earmarked tax or by other
measures satisfactory to the Bank (Loan Agreement, Section 2.02 (b)
(v)).

Project Benefits and Risks

37. The incremental financial rate of return can be calculated only
for two project components. The rate of return for the urban water supply
investments by AAPOS is estimated to be 6%, while that for ELAPAS is 10%. The
combined rate of return for these components, which account for 35% of the
total project cost, would be 8.1%. Meaningful rates of return could not be
calculated for the sewerage system to be constructed by ELAPAS or for the
rural water supply systems to be undertaken by CORPAGUAS.

38. In addition to yielding a reasonable rate of return on the urban
water supply components, the project is also justified by the introduction of
major institutional, financial and investment reforms in the rural and urban
water supply and sewerage sector. The proposed reforms would improve the
overall technical and financial position of the sector by transferring respon-
sibilities for construction of water systems in rural areas to four Depart-
mental Development Organizations, establishing additional Community Water
Committees and strengthening the executing agencies, including the Division of
Urban Engineering.

39. From a social point of view, the project will help to provide clean
water for the benefit of about 100,000 rural poor whose access to uncontamina-
ted water is at present limited. About 50,000 people will benefit from im-
proved water supply systems in Potosi and Sucre while about 30,000 people in
Sucre will also benefit from sewerage facilities. Provision of water supply
in the rural communities, Potosi and Sucre will help to improve living
conditions and health standards by controlling water borne diseases and
thereby, over time, improving the productivity and incomes of the poor in
Bolivia.



- 13 -

40. Delay in implementing the tariff increases in Potosi and Sucre in
accordance with the financial covenants (para 36 (ii)), could delay disburse-
ments against the respective project works and thereby constitute the main
risk for the timely completion of the project. Although the Government and
the local entities support the tariff increases, the population in both cities
is likely to be opposed. To secure acceptance by the public, it is proposed
that the bulk of the increases be spread over two years and an intensive
educational program be launched. Also, the Government is confident that
opposition to the tariff increases will subside as soon as the project works
start providing better service. The other risks are no greater than can
normally be expected with operations of this type.

PART V - LEGAL INSTRUMENTS AND AUTHORITY

41. The draft Loan Agreement between the Republic of Bolivia and the
Bank, the draft Project Agreements between the Bank and, respectively, AAPOS,
ELAPAS and CORPAGUAS, the Report of the Committee provided for in Article III
(Section 4 (iii)) of the Articles of Agreement, and a draft Resolution approv-
ing the proposed loan are being distributed to the Executive Directors
separately.

42. Features of the Loan and Project Agreements of special interest are
referred to in paragraphs 21, 22, 31, 32, and 36 (ii) of this report.

43. I am satisfied that the proposed loan would comply with the Articles
of Agreement of the Bank.

PART VI - RECOMMENDATION

44. I recommend that the Executive Directors approve the proposed loan.

Robert S. McNamara
President

by I.P.M. Cargill

Attachments
September 1, 1976
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LANO AREA (TIAOU K)2. -....... ''''' .
.- 1---------- eBOLIVIA REFERENCE COUNTRIES (1910)

TOTAL 1098.6 MOST RECENT
AGRIC. 312.9 1960 1970 ESTIMATE CANEROON HONDURAS PERU

*. . . . . .---............---- ---- * - *.. .... ....... . .. .. . .. .~ -- ----------- .. .. 

GNP PER CAPIIA (USS) 110.0 10.0 230.0 210.0 270.0 510.0
*---- - __ ---- - .! 

POPUUtlTION AND VITAL STATISTICS

POPULATION (N10-YR. MILLION) 3.8 4.9 5.3 a.8 2.5 13.3

POPULATI1N DENSITY
PER SQUARE KM. 3.0 4.0 5.0 12.0 22.0 11.0
PER SQ. KR. AGRICULTURAL LAND . 17.0

VITAL STATISTICS
CRUDE BIRTH RATE TER THOUSAND 46.6 44.14 1 3.7 142.1 51.5 42.9
CRUDE OEATH RACE PER THOUSANO 22.5 19.7 18.0 23.9 19.1 14.7
INFANT MORTALITY RATE (/7HOU) .. 154.0 .. .. .. 65.0
LIFE EXPECTANCY AT BIRTH tYRS) 142.3 45.3 46.8 41. 149.-4 53.4
GROSS REPRODUCTION RATE .. 2.e 2.0 2.7 3.4 2.9

POPULATION GROWTH RATE (2)
TOTAL 2.4 2.6 2.6 2.0 2.7 2.9
URBAN 3.6 4.2 4.0 6.0 7.9 5.0

URBAN POPULATION (I OF TOTAL) 29.2 34. 6 37.2 20.0 32.0 5s.o

AGE STRUCTURE (PORtENT)
0 TO 14 YEARS 42.0 41.9 41.6 43.0 46.7 45.0

15 TO 64 YEARS 514.0 54.6 55.0 54.0 50.9 52.o0
65 YEARS ANO OVER 3.6 3.5 3.14 3.0 2.4 3.0

AGO OEPENDENCY RATIO 0.9 0.8 0.8 0.9 1.0 O.9
ECONOMIC DERENDENCY RATIO 1.0 La I.0oLa 1.0 / 1.2 1. 5/s 1.5

FAMILY PLANNING
ACCEPTORS (CUMULATIVE, THOU) .. .. .. .. 20.7
USERS (Z OF MARRIED WOMEN) .. .. ..

EMPLOY RNENT

TOTAL LABOR FORCE! TlNOUSAND) 2O00.O0 I 2300.0 2500.0 2600.0 800.0 4300.0a
LAIOR FORCE IN AGRICULTURE CZ) 67.0 65.0 I 65.o b 82.0 65.0 45.0,
UNEMPLOYED (2 OF LA6OR FORCE) 14.0 16.0 16.0 . 8.0 5.0

INCOME DISTRIIUTION
...... A.............

Z OF, PRIVATE INCONO RECO BY-
HIGHEST 5X CF HOUSEHOLDS .. 36.0 .. .. 32.9 31.4 
HIGHEST 2es OF HOUSEHOLDS .. 59.0 .. .* 65.3 62.6 i
LOWEST 202 OF HOUSEHOLDS .. 4.0 .. .. 1.6 1.8 s
LOWEST 40* CF HOtSEHOLDS .. 13.0 .. .. 6.4 7.3 a

CISTRIBUTION OF LAND OWNERSHIP

2 DONED 9Y TOP 6O0 IF OWNERS .. .. .. .. 57.3 93.0
2 OWNED BY SMALLEST 102 OWNERS .. .. .. .. 0.5 0.1

HEALTH AND NUTRIlION
.............. ,.......

POPULATION PER PWYSRCIAN 3700.0/0 2300.0 .. 25960.0 3710.0/2 1920.0
POPULATICA 9ER NURSSING PERSON .. 2z30.0 2370.0O£ 2470.8 .. 3200.0
POPULATION PER HOSPTIAL BED 58o.O 490.0 .. 480.0 570.0 470.0

PER CAPITA SUPPLr. OF -
CALORIES (2 OF RItUIREMENTS) 69.0 77.0 79.0 96.0 96.0 98.0
PROTEIN (CRAMS PEt DAY) 43.0 46.0 46.0 59.0 58.0 62.0

-OF WHICH ANIMAL. AND PULSE .. 14.0 .. 23.0c 2S.0 24.0

DEATH RATE (/THOU) AGES 1-4 11.0- 7.4 .. .. 10.0 12.4

EDUCATION

ADJUSTED ENROLLMENT RATIO
PRIRARY SCHOOL 67.0 ! 71.0? 73-0 d l0: 86.0/s 107.0
SECONDARI SCHOOL 11.0,I: 20.0 0 31.0K 9.D 10.0 35.0

YEARS OF SCROOLING PROVIOED
(RIOST AND SECONO LEVEL) 14.0 12.0 12.0 1 .ALk 12.0 12.0

VOCATIONAL ENROLLMENT
(I OF SECONDARV) 14.0 13.0 d 1.OS.d 22.0 18.o 0 190.0d

ADULT LITERACY RATE 42) .. 40.0 12.0

HOUS ING

PERSONS PER R004 (AVERAGE) .. .. ..
OCCUPIED DWELLINGS WITHOUT

PIPED WATER CZ) 89.00 .. ..
ACCESS TO ELECTRLCITY

(1 OF ALL OWILLlOSS) 22.0 /a
RURAL OWELLTNGS CONNECTED

TO ELECTRICITY III 8.0/0 .. .

CONSUMPTI ON
.......... !........._

RADTO RECEIVEFS (PER THOU fOP) 73.0 288.0 .. 36.0 57.0 134.0
PASSENGER CERS (PER THOU POP) 3.0 4.0 .. 6.0 5.0 17.0
ELECTRICITY (KWIHYR PER CAP) 1l1.0 160.0 177.0/f 201.0 127.0 407.0
NEWSPRINT (KG/YR PER CAP) 1.0 1.0 0.9 .. 1.0 3.6

...... ........... _ . , .- ... .... --*.............................
SEE NOTES AhN DEFENITIONS Ot REVERSE
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Doleas otherwise noted, data for 1960 refer to sany year between 1959 and 1961, for 1970 between 1968 aed 1970, and for Most Recent Estimate between
1971 and 1973.

5" Pen baa been selected an an objective country b...o.. of s Oilar eatoral coditison and comparable h-ons sod reorenedeseta.

BOLIVIA 1960 I Ratio of popolation under 15 and 65 and over to total labor force; lb 1965; Ic 1963; Id 7-12 and 13-18 years of

age respectively: Ia An percen.tage of labor forco in neployne.t.

1970 I Ratio of population coder 10 and 65 and over in total labor forc; lb Populatino; Ic 1964-66; Id Hetwooc 1965 and
1970 the duration of genoeral secondary edo..ation was redoced free, 6 to. 4 yeara, Ia 6-13 and 14-li yasra of age
respectively; If As percen.tage of labor force is enploynot.

MOOT RECENT ESTfIRATE: Ia Ratio of popslatio soder 15 and 65 and over to total labor force; lb Ao percentage of labor force
to employnet; Ic Inolodiog midwives; /d 6-13 and 14-17 ycara of age respectively; le Ratwee.
1965 and 1970 the duration, of general necoodary education wes redoce.d from 6.to 4 years; 7?f 1974.

CAMEIROON 1970 Ia 1964-66; lb 15 years for East Camroon; Ic 12-16 yearn of age.

HONDURAS 1970 I Ratio of population under 15 and 65 and over to total 1obor force; lb 1967-68; Ic Rgiatered, not all Practicing
in the coontry; Id 7-12 and 13-16 years of age respective1y.

PERU 1970 Ia Inludes Iodino jongle population; fb Urban areas only; Ic Econoically active .popletion, Id Incl.di.g ,ovenig
schools.

R4, Jone 15, 1976

DEFINITIIONS OP 000061 INDICATORS

Lend Area (thou lo P. looltion, par nrIgperson - Popaltiem divided by osaber of practi-
TotalI Total nfo rea com,prising land ares and inland watrs, clog eale end fem~ale gradoa te mr..es, "trained" or "1certified" narmes,
Agri. - Most recent eatimats of agricultural area ned temporarily or per- and asniliary persnne with training orepreo.

-aetly for creps; pastures, marbet & bitchem gsrdens or to lie, fellow Ponalation per hospital bad - Popolation divided by nomber of hospital
beds available in poblic end private gener-1alned specialined hospital

GNP per capita (SW0 - GNP percapita estimates at eerier pricen, . Icalooted and rebabilitation c..ocern; enclodes nm.ing h,onen and establishments
by sam conversion, method an Wocld Bank Atlas (1972-74 basis). far custodial sod preventive care.

Par capita sopply of calories fT of resuironent.) - canputd fre
Ppoplatio n sd vital statistics energy aqsivalent of net food supplies avalabhle in country per
PanuIation, (mid-yr. million) - An of Joly first; if not available, average capita per day; available aspplies comprIse domestic production,

of two end-yenar estimates. inports lass enport, end chenges in stock; met nspplies neclude
animal feed, needs, qunotities need in food process.ing and losses. in

Papulatlen density - Par euware be - Mid-year popslstion per squere kilo- distribstion; requiremets wer estimated by PAD based on phyeio-
meter (100 hectares) of total area. logical needs for soona entirEty and health considaring environ-

Ppool.tati, density - per sonre kon of serib. loand - Copmptd an abeva for -metl tosperacore, body weights, aga end see distolbutias of
agrico1turs1 land only. popolation, and allowing 10% for waste at household level.

Per c-nita nunply of orotein (cres per day) - Protein content of per
tyj4 MRn i..4c capitan.et aupply of food per day; net supply of fond En defi.nd ae

Cr.ude Tirth rate per thousand - Ann-el live births per tbo..aand of nid- aoeorqiear o S onre salse yWdEoei
year popolation; ten-yoe arithmetic voraga.n cding is 1960 and 1970, Research Services, provide for a oioie, allowa.nn of 60 grams af
and floe-year av-rga codiog in 1975 for most recent estiast. total protein per day, and 20 gram of animal med poise protein, of

Crude death rate Parth .hoo.ad_ ..Annea deaths par thousa.nd of mid-year which 10 gr-n shooEd be animal protaioq these standards are lowe
population; tan-year arithonstOc averges eoding in 1960 and 1970, and than those of 70 grse of totsl protein and 25 green o n .i-aIa
five-year average ending i 1970 for east -oset entisots protein an en average for the warld, proposed by FAD in thn Third

Infant nortalit rein (then - Anadetsof infants under on -ea tgs World Food OSrvey.
per thousand live births. Per capita protein supply (run animal and pulse - Protein nspply of food

Life .etnecanc atbirth Cyrs) - Average nomber of years of life resainig derived from animals and palses in gren per day.
at birth, usual ly fi:ve-year averagea ending is 1960, 1970 end 1975 for Death rare (thn) ea.. 1-4 - Annual deaths per thousand in age group

developing o-teries. 1-4 yearn, to children in this age group; auggssted asoindicator
Gorea reproduction rate - Arerage nosIe Of lire daughtare a oa ill bear of -nelntririon.

in her norm,al r-p-odsctive Period if sh.excperiencen present age-specific
fertility rates; usally five-year averages ending in 1960, 1970 and 1970 Edocation
far developing aanre.Adjusted erolment ratio - priesry scobol - Enro1llent of all ages an

Peosplatbo growth ra,te '% tnl -Iomoud an"nI growth rates of mid-year Percentage of primary nohool-age population; iocluden children aged
population fo_r _906? , 907,cd16 t oorcn r 6-11 years but edjused for different lengths of primary education;

panl tte growt rate (%) - urban - Computed tile growth race of total for countries with universal education, enrollment may emcee.d 100%X
population; ditfferent definitions of scban areas may effsect couperability since anu pupils ace below or shove the official school age.
of data among enutries. Adjusted enrollment ratiqo.- secndar schoa1 - Cenputed as above;

Urban ppuaio % of retell - Ratio of urban to total population; diffe- scnayeotinrqrsatlst foot yearscofapproved primary
rent definitions of urban areas may affect comparability of data amng instruction; provides general, voentional or teacertraining
cwounries. ins eutisn for pupils of 12 to 17 yearn of age, -arresponde..e

A"e structure (percent) - Children (0-14 years), working-age (15-64 years), couras are generally emeluded.
and retired (65 years and over) as percentages of mid-year population. Yea!rs of schoolins Provided (first and second levels) - Tatal years of

Age dependency ratIo - Ratio of population under 15 sod 65 and over ta those schooling; at secondary level, vocatIornal instruction may he per-
ofae 15 through 64. tially or completely ...cluded.

E.on-oL. dependency ratio - Ratio of population under 15 and 65 and over to Vountio.l enrollment CT of seondary) - Vocational institutions
the labor force En age group of 15-_64 years. include technical, industrial or other programs whIch operat lode-

Family planning - ....ptors (cu atistve, thou) - Cumlative number of pendently or as departnmet of sncondsry institution..
acceptors of birth-control devices under auspices of national fselly plan- Adulrtcliteray rate CT - Literate adults (able to reed and write) a
nlc,ig pragrn since ince ption. Ipecetag of total adult population aged 15 years and over.

Family planning - nears (T of marrieYd.wa_,es - Percentages of married
wom~en of child-hearing ae(5abyrswho use birth-control devices to HOisnei
all merried wome in sam age group. Persons per roes (average) - Aver-ge nunbr of persona per roes in

ocupedcnvetional dwellings in scben areas; dwellings seclude
Employment mon-permanaent atrucrures and unoccupied Parts.
Total labor force (thousad) - Economically active persons, inolsdisg armed Occupied dw-lliog without Piped wtatr T - Occupied conentional

forces and sneployed but e..clading housewives, students, etc., defini- dwellings In urban and rura areas without inside or outeide piped
tins in va riou coutries are not comparable, watr facilittieo an percentago of all occu pied dwellings.

Labor force in a (iutu %C) - Agricultural labor force (in farming, Access tn elec tricityv( of all dwellings) - Convetional dwellings
forestry , bunting and fIshIng) as percetage of total labor i.cr. with electr icity in living qnerters as pe rce..t of total dwellings

Unemployed fT of labor force) - Unonplsyed are usually defined as Parsons in urbsn and rural area..
who ara able and willing to tale a Job, out of a job on a given day, srldeliaconnectd to 1elecricity (T - Computed an shove far
remined out of a Job, and seeking work for a spec Ified minimu period ral dwlig nly.
not ..eeding one wek; may mat ha comparable between countries doe to
different definitions of unomploynd and sou rce of deta, e.g., employment Conusnptie

ofic taistics, sample nureyn, cempulnry uoeplsyn,nt insu.rance. RadJio ree parrfn thou non) -A Il tyPes off receIvers for radio
brmadca..ta to general public per thousand of popelatiso; excludes

lncomec diatrihution - Percentagc of primate ineonso (both in cash and bind) unlicensed receivers in coutries and in years when registration of
received by richest 0%, richest 20%, poorest 20%, and poorest 40% nf radio.sets wee On effect; data for recent yearn may not be compar-
honeahe1ds. able aln moo .. t coutries abolished licensing.

Pa11ssene car per thos pop) - Passenger cars cesprise .metr cars
Distribution of loand owerhip - Percentageo of load ownd by s..slthieat seatn. es hn ih persns ncldos sbohu...ce, hearseo end

lOT and peoront lOT of land owers. nilitry vehIcle..
Electricity (kublyr per cap), - Annual consumption of industrial, es

Heulth and Nutrition menial, public and private electricity in kilowtt hours per
poultonpr rPhysician - Population divided by number of practicing capita, generally based en pood-etion, data, withost allowence faor

pyiim qulified fins a medIcal school at university level. lasees in grids but allowing for imports and export. of electricity.
Newsprint (kel/yr per cap) - Per capita annua conomption, is kilograms

estimatd from dometIc pr-doction plus net imparto of newsprint.
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ROLIVIA

ECONOMIC DEVELOPMENT DATA
(Amounts i16 1973 U50 Millions)

Actual Estimated Projected _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

1968 1971 19 73 1975 1977 1980 1968-71 1971-73 1974-77 1978-80 1968 1971 1977

NATIONAL ACCOUNTS 3-Year Average at 1973 Prices & Excbange Rate Average Annual Growth Dares As Percent of GDY

Gross Domestic Product 826.3 921.6 . 1,035. 3 1,138.1 1,296.7 1,617.9 3.7 8.0 7.8 11.7 98.7 98.0 96.3
Term of Trade Effect 10.1 19.0 30.7 25.8 49.3 78.6. ... 1.3 2.0 3.7
GIras Doinetic Incom 8.36.4 94-0.6 1,_086.0 1,163.9 1, 346.2 1 -,696.5 -4.0 -74 -7 T4Z23 100. 0 100.0 ioo.o

Inporto (ci.. MPGS) 301.4 303.8 347.7 502.7 549.8 6_76.4 0.3 7.0 16.5 10.9 36.0 32.3 40.8
Emp-rt. " (import capacity) 265.2 176.2 351.4 346.4 441.1 593.9 1.4 12.8 -- 16.0 31.7 29.4 32.8
Resource Balance (-Sorplus) 36.2 27.4 -18.2 1 5_6.3 -82.5 -- --- 4.3 -2.9 8.1

Consum.ption Eapenditures 688.2 776.9 896.4 1,041.8 1,063.4 1,291.8 4.1 7.4 5.8 10.2 82.3 82.6 79.0
Invetment I" (in.l. storkm 184.3 191.3 185.9 278.4 391.6 487.3 1.2 negative 28.0 11.6 22.0 20.3 29.1

Domestic Savings 148.1 163.7 189.6 266.6 282.8 404.8 3.4 7.6 14.3 19.7 17.7 17.4 21.0

National Davings 128.1 146.5 177.9 250.1 258.9 339.5 4.6 10.1 13.3 14.5 15.3 15.6 19.2

MSRVAIANDI5E TRADE Annul Data at Currant Pricing An Percent of Total

Capitol Goods 71.8 71.1 119.0 270.0 414.2 680.9 negative 29.0 32.0 28.0 47.0 42.3 58.8
Raw M~ate.rials and Intermediate Goods 47.3 52.2 67.1 113.7 169.4 276.6 3.3 13.4 36.0 28.0 31.0 31.0 24.0
Fuel end Lu bricants 1.6 1.2 2.2 10.3 12.7 17.9 negetive 35.0 78.0 18.7 1.0 0.8 1.8
Consumpt ion Goods 32.1 43.5 67.2 120.0 108.3 141.1 10.7 24.0 17.3 14.1 21.0 25.9 15.4
Othere
TotalI Merchandise Inporto (CIP) 152.8 168.0 255.5 514.0 704.6 1,116.5 3.2 23.5 40.0 26.0 100.0 lOi.I 100.0

Eaports
Primary Products 145.8 191.4 268.3 277.7 386.1 588.1 9.6 18.4 17.1 16.8 85.5 88.7 63.4
Pools 24.3 23.9 67.0 163.4 198.5 503.6 negative 67.0 62.0 50.0 14.3 10.1 33.6
01w Crude Petroleum (24.3) (23.9) (48.9) (114.6) (140.0) (367.0) oegative 43.0 61.0 57.0 (14.3) (11.1) (23.7)
Manufactured Goods 0.4 0.6 3.0 3.9 5.4 8.3 23.0 - 22.0 24.0 . .2 1.0
Total Mercb. Eportts (fob) 170.5 215.9 338.3 44ZZ5.0 31591-.0 1, 10-0.0 -8.2 25.0 29.0 33.0 100.0 100.0 100.0

Merrbandise Trade Indices
Export Price Inde. 66.7 76.4 100.0 158.6 194.0 249.0 4.6 14.4 24.8 13.3 21.6 22.7 32.4
Import Price Indem 66.0 75.9 100.0 156.0 173.0 214.9 4.8 14.8 20.0 11.5 21.3 22.6 28.0
Torus of Trade Indem 101.1 100.6 100.0 114.9 113.0 119.3 negative negetive 4.2 2.8 32.7 30.0 18.8
Emports Volume loden 75.4 83.5 100.0 83.0 119.7 166.9 3.5 9.4 6.0 18.1 24.4 24.7 20.0

VALUE ADDED BY SECTOR Anoual Dataeat 1973 Prices end Enchonas Racea Averaoe Annual O rowtb Rates As Percent of Total

Agriculture 186.8 201.6 222.6 248.2 273.0 320.0 2.5 5.1 7.1 8.3 22.5 21.9 21.2
Industry and Mining 279.7 303.4 338.6 351.8 412.6 534.4 2.7 5.6 6.0 13.8 33.6 33.0 32.0
Service 363.1 414.0 477.7 338.1 604.7 757.2 4.3 7.4 8.2 11.9 43.9 45.1 46.8
Total (-GDP) 831.6 919.0 1,038.9 1,138.1 1,290.5 1 _,611.6 3.4 6.3 7.5 1a. 101.0 100.0 100.0D

PUBLIC FINANCE
(Central Coveroment)
Current Receipts 107.6 112.2 109.2 109.5 140.3 188.0 4.3 -2.4 6.5 10.2 11.9 11.5 10.8
Current Empenditures 103.9 134.4 145.3 168.5 190.1 239.9 7.9 6.3 6.9 8.1 11.5 13.8 14.7
Budgetary Savings.. 2. -36.1 7Su -749.8 -51.9 . ... 04 -2.3 -_3.9
Other Pob1ic Sector Savings 29.3 54.4 98.2 90.0 134.1 219.2. ... 3.2 5.6 6.5
PublIic Sector Capital Empenditare 108.2 112.6 98.8 147.5 267.7 301.4 9.5 -5.8 28.2 4.0 12.0 11.6 -20.7

CUJRRENT EXPENDITURE DETAILS Actual
(An 7. Total Current Expend.) 1968-70 1971-72 DETAIL ON PUBLIC SECTOR INVESTMENT PROGBAX As Percent of Total

(1968-74 - 1975-80)
Ceotral Administration 28.7 25.9 Agriculture and Irrigation 3.0 3.8
Daf.n.. 13.5 12.8 Mining end Hydro...rbnns 39.8 61.1
Education 27.3 26.3 Induatry and Power 14.9 9.0
Otber Sonial & Connnity S.-v. 9.3 13.5 Tra...port and Coouoniostiona 24.0 17.4
AgrIculture 3.5 3.0 PublIc Serv. end Docial Services 18.3 8.7
Ocher 17.7 18.5 Other

SELECTED INDICATORS Estimated

(Calculated fro 5-Yr A-er.aodIata 1968-70 1971-74 1975-77 1978-80 PINANCING 1968-73 1974 1975-80
Average ICOR 6TT 3.00 367 406 Public Sector Rrno39.8 91.8 44.4
Import Elasticity 0.91 1.06 1.13 1.03 Domestic Borrowing mt 16.6 -44.0 16.9
Marginal Domeetic Savings Race 64.9% 24.2% 3.6% 37.4% Foreign Borrowing (net) 46.4 29.1 38.6
Marginal National Savings Rate 20.5% 28.4% neaie 22.0% Other -2.9 23.1-

LABOR FORCE AND OUTPUT PER WORKED Employed Labor Force Value Added Per Worker (1973 Pricee & Enobannas Rate)
In Thousands % of Total 1970-1974 Is U. .Dllars Percent of Averso Change p.a.
1970 1974 1970 1974 Growth Rate 1960 1906 1960 19a70O . 1970-74

Agriculture 1,271.0 1.383.1 65.4 64.4 2.1 15.14 1f 70F.0 33. 8 33T.4 2.9
Industry 264.2 300.6 13.6 14.0 3.3 1,067.8 1,147.6 238.4 225.8 2.0
Service 407.1 463.0 .21.0Q 2.16 3.3 938.9 1.068,4 209.6 210.2 3.3
Total17 19,542.3 2,146,7 100.0 100.0 2.5 447.9 508.2 100.0. 1O0. -3.2

1/ Eocloding taxeo from emport enterprises 3/75
Not applicable

- Nil or negligible
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BOLIVIA

SUMMARY: BALANCE OF PAYMENTS
(Current U.S. $ millions)

1972 1973 1974 1975 1976 1977 1978 1979 1980 1985

1. Imports (Cif) 261 332 504 664 700 817 980 1,150 1,240 2,521

2. Exports (Cif) 225 310 614 490 550 650 780 960 1,160 2,880

3. Balance of Goods & NFS -36 -22 94 -195 -190 -215 -255 -245 -140 359

4. Factor Services -22 -25 -31 -35 -37 -44 -53 -102 -133 -197
Profits (-6) (-6) (-7) (-9) (-11) (-12) (-14) (-50) (-69) (-106)
Other (Net) (-16) (-19) (-24) (-26) (-26) (-32) (-39) (-52) (-64) (-92)

5. Current Transfers 13 15 12 12 12 12 5 3 3 --

6. Current Account Balance -44 -32 50 -218 -215 -247 -303 -344 -270 162

7. Direct Foreign Investment -13 5 10 18 35 58 75 89 90 30

8. Official Capital Grants 8 10 9 20 25 27 28 26 20 2

9. Public M & LT Loans (Net) 93 5 41 118 130 142 182 219 141 -23
Disbursements (125) (38) (95) (178) 1925 (216) (266) (329) (280) (199)
Repayments (32) (33) (54) (-48) (-62) (-74) (-84) (-110) (-139) (-222)

10. Other M & LT Loans (Net) 15 17 21 23 25 39 42 48 60 10

11. IMF Drawings 1 12 -- -- -- -- -_ -- -- --

12. Other Short f7rml Errors -42 -20 -15 -16 -10 -5 -- - -- --
& Omi sions -

13. Change in Net Reserves -17 15 -123 55 10 -14 -24 -38 -41 -181

t-Increase)

14. Total Net Reserves 47 31 154 99 89 103 127 165 206 720
(End of Period)

15. Debt Service Ratio 20.9 16,8 12.9 11.4 14.5 16.4 16.5 12.4 17.8 12.2

16. External Public Debt OS Z/ 681 698 723
o/w IBRD (23) (23) (21)

IDA (26) (30) (39)

17. IBRD-IDA Debt Service 3.1 4.8 4.0
as % of Public Debt Service

18. Debt Service as % of GDP 4.6 4.9 4.5

1/ Includes SDR allocation equivalent to US$4.3 million in 1972.
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CONTRACTED PUBLIC AND PUBLICLY GUARANTEED EXTERNAL DEBT,-/ 1969-75

(US$ millions)

1969 1970 1971 1972 1973 1974 1975

International Organizations 30.7 1.4 26.8 11.2 7.2 41.2 137.1

CAF - - 0.1 2.0 1.2 - 41.8

IBRD 23.3 - - - - - 32.0
IDA 7.4 1.4 6.8 8.0 6.0 6.2 7.5
IDB - - 19.9 1.2 - 35.0 55.9

Governments 30.0 17.2 35.2 71.7 34.1 64.0 106.1

Argentina 3.2 14.3 4.3 4.2 3.4 2.9 -
Czechoslovakia - - 3.9 1.4 - - -

Germany F.R. 1.7 1.4 - - - 28.6 -
United Kingdom 1.4 - - 6.8 - - -
USA 22.7 1.5 25.3 40.0 26.5 28.8 22.1
USSR - - - 15.9 - - -
Others 1.0 - 1.7 3.4 4.2 3.7 84.0

Suppliers' Credits 11.5 1.6 3.9 27.4 16.6 8.7 10.1

Argentina - - 1.6 5.1 5.9 1.6 -
Belgium _ _ - - 5.8 0.1 -

'Canada - - - - 3.7 - _
Denmark 0.7 1.3 - 0.8 0.2 - -
Germany F.R. 3.9 0.3 - - - - 0.1
Israel _- - - - 5.5
Italy 2.1 - - 13.9 - - -
Japan - - 2.0 6.4 - - -
Spain 3.3 _- - - - -
USA - - - 1.1 0.9 1.9 2.4
Others 1.5 - 0.3 0.1 0.1 5.1 2.1

Private Banks 1.3 - 23.3 23.1 9.9 56.0 54.5

Brazil - - 12.0 7.9 4.7 13.5 -
USA 1.3 - 10.0 12.8 1.5 34.3 48.5
Others - - 1.3 2.4 3.7 8.2 6.0

Other 14.1 4.1 0.1 22.7 0.4 3.8 -

Nationalization (USA) - 78.6 - - 0.7 - -

2/ 87.6 102.9 89.3 156.1 68.9 173.7 307.8
TOTAL= 876 129_93 16__89 17. 0.

1/ Repayable in foreign currency only.

2/ Net of adjustments and cancellations.

Source: Central Bank, IBRD Social and Economic Data Division.
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THE STATUS OF BANK GROUP OPERATIONS IN BOLIVIA

A. STATEMENT OF BANK LOANS AND IDA CREDITS (as of July 31, 1976)

US$ million
Loan or Amount (less cancellations)
Credit No. Year Borrower Purpose Bank IDA Undisbursed

Fully disbursed loans and credits 23.3 30.6 -

261 1971 Bolivia Livestock 6.8 1.4

346 1972 Bolivia Railways 8.0 0.3

433 1973 Bolivia Power 6.0 0.2

455 1974 Bolivia Mining 6.2 3.4

561 1975 Bolivia Agriculture 7.5 7.3

112)1 1975 ENFE Railways 28.7 20.3

1211 1976 Bolivia Rural Dev. 9.5 /1 9.5

1238 1976 ENDE IV Power 25.0 25.0

TOTAL 86.5 /2 65.1 67.4

Of which has been repaid 4.4 0.4

Total held by Bank and IDA 82.1 64.7

Total undisbursed 67.4

/1 Not yet effective.

/2 A loan of US$10.0 million for a mining and manufacturing project was
approved on June 22, 1976 but has not yet been signed.
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B. STATEMENT OF IFC INVESTMENTS (as of July 31, 1976)

Amount in US$ million
Year Obligor Type of Business Loan Equity Total

1973 Plasmar, S.A. Cables and Plastic Products 0.3 /1 0.1 0.4

1976 Banco Hipotecario
Nacional Mortgage Financing 0.3 0.3

1976 BISA Investment Financing 0.6 0.6

0.3 4 1.0 1.3

/1 Of which, US$0.1 million is a standby loan.

C. PROJECTS IN EXECUTION

Credit 261-BO - Third Livestock Development Project, US$6.8 million, June 25,
1971; Effective Date: September 15, 1971; Closing Date: June 30, 1977.

After implementation slowed down in 1974, the project is now proceeding
as scheduled and the credit should be fully disbursed by the closing date of
June 30, 1977.

Credit 346-BO - Railway Project, US$8 million, December 1, 1972; Effective
Date: February 21, 1973; Closing Date: December 31, 1976

All of the funds under the project have been committed. Due to
inflation, however, the funds available under the credit have been insuffi-
cient to procure all of the items included in the project'. About 50% of the
items planned for procurement for the first project, have been deferred for
purchasing under the second railway project. Materials and equipment ordered
under the project did not begin to arrive in Bolivia until the last quarter
of 1974. Improvements have been made in the management operations, financial
condition and tariff structure of the railway.

Credit 433-BO - Third ENDE Power Project, US$6 million, October 17, 1973;
Effective Date: December 11, 1973; Closing Date: December 31, 1976

The project was initially delayed due to unexpected long delivery
time for the gas turbines originally planned to be installed at Santa Cruz.
Project progress is now satisfactory. Cost overruns are currently at about
34% over the 'original estimates of project cost. ENDE will finance the
overruns with its own funds.
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Credit 455-BO - Mining Credit Project, US$6.2 million, January 18, 1974;
Effective Date: June 18, 1974; Closing Date: June 30, 1978.

The project is proceeding as scheduled.

Loan 561-BO - Agricultural Credit I, US$7.5 million, June 20, 1975;
Effective Date: December 15, 1975; Closing Date: June 30, 1979.

The project is proceeding as scheduled.

Loan 1121-BO - Second Railway Project, US$28.7 million, June 5, 1975;
Effective Date: August 8, 1975; Closing Date: December 31, 1978.

The Borrower has arranged bilateral financing for locomotives
in the project and in accordance with the understanding reached with
the Bank, the loan amount has been adjusted downward from $32 million to
$28.7 million. Project progress has been satisfactory with performance
targets either having been attained or exceeded.

Loan 1238-BO - Fourth ENDE Power Project, US$25 million, June 2, 1976;
Effective Date: August 23, 1976; Closing Date: June 30, 1980.

The project is proceeding as scheduled.

Loan 1211-BO - Ingavi Rural Development Project, US$9.5 million, March 8,
1976; Effective Date: ' ; Closing Date: June 30, 1982.

It is anticipated that the loan will become effective in the near
future.
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BOLIVIA

URBAN AND RURAL COMMUNITIES WATER SUPPLY AND SEWERAGE PROJECT

Loan and Project Summary

Borrower: Republic of Bolivia.

Beneficiaries: The Water and Sewerage Corporation (CORPAGUAS),
US$4.8 million; the Sanitary Works Administra-
tion of Potosi (AAPOS), US$1.7 million; and the
Water Supply and Sewerage Company of Sucre
(ELAPAS), US$5.0 million.

Amount: US$11.5 million.

Terms: Amortization in 20 years including four-and-one-
half years of grace with interest at 8.9% per
annum.

Relending Terms: To AAPOS and ELAPAS, 22 years including three
years of grace, no interest during grace period
and standard Bank rate thereafter, and a grant
to CORPAGUAS.

Project Description: (i) Construction of water supply systems in about
70 rural communities and in the cities of Potosi
and Sucre, including engineering and design
studies; (ii) construction of sewerage facilities
in Sucre; and (iii) technical assistance to
strengthen the executing agencies and the Divi-
sion of Urban Engineering in the Ministry of
Housing and Urban Affairs.

Estimated Cost: (US$ million)

Local Foreign Total
I. Construction

Rural Component 0.60 3.20 3.80
Potosi Subproject 0.30 0.90 1.20
Sucre Subproject 0.80 3.20 4.00

II. Engineering and
Administration 1.00 0.10 1.10

III. Technical Assistance 0.17 0.03 0.20

IV. Contingencies
Physical 0.40 1.10 1.50
Price 0.60 2.60 3.20

Total Project Cost 3.87 11.13 15.00
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Financing Plan: Amount %

US$ million

IBRD Loan 11.5 70
DDO/Community Contribution 2.8 17
Government Contribution 2.1 13

16.4* 100

*Includes interest during construction of US$1.4
million.

Estimated Disbursements: (US$ million)
Fiscal Year Cumulative Amount

1977 1.80
1978 4.70
1979 4.25
1980 0.65
1981 0.10

Procurement Arrangements: Pipes, accessories, meters and related equipment
(estimated to cost about US$7 million) would be
procured through international competitive bid-
ding in accordance with the Bank Guidelines.
Local manufacturers will be accorded a margin of
preference of 15% of the c.i.f. price, or the
actual tariff, whichever is lower. Contracts
for civil works estimated to cost less than
US$2.6 million would be awarded on the basis of
competitive bidding advertised locally and in
accordance with procedures acceptable to the Bank.
The type and size of the civil works are such that
overseas firms are unlikely to be interested in
bidding although they would not be precluded from
doing so. Because of the specialized nature and
limited amount of work involved construction in
some of the remote villages would be undertaken
by CORPAGUAS on force account, using labor from
the villages.

Consultants: About 91 man-months of consultant services
(US$402,000), to assist in the preparation of
engineering plans, specifications, bidding
documents, improvement of organizations,
management and accounting; and the training of
personnel.

Rate of Return: The average incremental financial rate of return
on the urban water supply components which
account for 35% of the total project cost is
8.1%.

Appraisal Report: Report No. 1076b-BO dated August 30, 1976.
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