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I. Introduction - 
1 -1 In  response t o  an urgent request by the -President of Bolivla,  

I33 has beec preparing a program for the rehabilitation of the 
country's natiouaìized mining inäxstry ( CO~YIII~L). In Noventber 
ssd Decenóer 1960, C.C. flufitor! and Associates, consultants t o  
t3e 103, carried out a technical evaluation of COMIBOL'S four 
majar Irlnes. 
of the present report. A t  the sazne t h e ,  I D 3  o f fke r s  em&- 
uated the economic and financiai situa!;ton of CObEiEL i n  the 
con4uact of Bolivia's over -a l  economic situation (see 
CO/61/CP-ì-Rev, ) 

A sumnary of the i r  appraise3 forms Appendix 4 

1-2 In hcember 1960,the United States Government annmnced its 
willingness t o  make up t o  10 million dollars avzllable for the 
rehabilitatiou of COM=BOL,and the Goverment of the Federal 
Republic of Germany indicated i ts  intention t o  contribate a- 
meCi3itely i5 million marks (US$3.'75 million) for the same 
purpose. 

1-3 While the IlIl3 Hission was s t i l l  i n  BGliVla, in December 1960, 
based on the aforementioried aanouceznts  on the part of the 
C.S. and German Governments, the bacis m o  la id  f o r  possi'sle 
t r i p a r t i t e  financing of COMfBOLts rehabilitation. !his pro- 
jected cooperative financial e f f o d  was called Waagular 
Operation. 

1.4 I n  Jzmaq  1961, the Bul iv ian  authorities concluded an agree- 
=eu% wi'cb the Germari firm of Calzgitter for detailed %ecbnbxl 
PiWXee of the irmediate needs of CCiNnBOL. Tbe first phase of 
these studies was compieted i n  March 1961. 

1.5 In  March and April 1961,tecmcal discussions were held be- 
tween representatives of Salzgitter, the U.C., the IDE, and 
COTYIIBOL i n  order t o  reach an agreement concerning the s i z e  and 
nethcd of execution of the Triangular Operation. As 8 resul t  
of these discussions, fuil agreement was reacñed on technical 
questions and on the probable over-all f i m c i s l  requiremeilts 
for  a khree-year rehabiïita%ion program. The est.imate cf 
financiaï requiremeuts of the Oder  of 47 million dollass 
represents Yae unmimous recommendation of t'le t e c - h i c d  ex- 
p?r+,s of (2-2. Euston, Salzgit ter,  and the IüB. 
of the Boliviar, Government and COMiBoT, participated f l a y  in 
these discussions ani! have expressed the i r  agreement wt,th the 
reco?mnend~tion~ of the e-erts and witb the financial program. 
The U.C. nas not recently carried oc t  Mepeadent technical 
studies,but has r m e d  these f i s r e s  as a prelimbary basis 
for executing tsle COMïi3OL reh63ilitat4on program. 
of the t e c h i c a l  concl~sions reached i n  these meetings are 
presented as Aopendix 2 of t h i s  report. 

Representatives 

me &tail8 
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1.6 The point has DOW been reached when high-level discussions aTt 
%he methods of implementing the Trianguiar Operation are bebg 
carried out with tltc 'J.S. and %st &iman Governments anà wñea 
53 is necessary f o r  the EX3 t o  make a decision i n  principle on 
the extent 03 its pazzicipa5ion i n  the rrhabilitekion of CO=& 

iï. Summary of Rnancial  Plan 

2.1 %e 3 year financial COEfZ!OL rehabilitation progran, gresentea 
in de-3ail in ApDen&ix 1,mey be süumarized as follows [in nil- 
l ion  dollars j : 

1st year 
1 .o 

2. Metallurgical research 0.58 
3. Rehabilitation arid i q rove -  9.5 

- &Tose 
1. Szarch-for new reserves 

ment oÃ physical instal la-  
t ions and f a c i l i t i e s  

4. Restocking of ccmPnissaries 
5. Discharge of excess labor 
6. Cash def ic i t s  during re- 

2 .o 
2 .o 
8.0 

habili tation 
7. Advisory groups 
8. Tota l  

0.8 Em 

0.83 0.59 
8.5 4.0 

1 .o 
1 .o - 
3.0 - 
o .6 o .6 

L6.33 T T g  

3-0 
3.0 
ll.0 

2.2 These estimates are reasonakly firn,with the possible exception 
of the iikeìy cash def ic i ts  during tbe first 2 years of the pro- 
gram. 
netionzl t i n  prices, il main%ained, w o u ~ ü  produce extra income 
of abou: 3 mill ion dollars per year. J.gsin, the estimate con- 
templates some reduction in outstan6ing short-teru debts t o  
foreign sEelters andolreSpyera, t2et might be renewed or  re- 
negotiaterl. 
the success of the rehabilitation measures w3ich cannot be 
forecast exactly. 
program w i l l  depend primaiily on the readiness of a L l i ~ ~ t e r e s t e d  
parties i n  Bolivia - Governìnent, manageEent, union leadership 
aud labor - t o  support it. 21 any event, even usder the most 
optimistic assumpticn, over-all financial reqyizenents EUX un- 
likely to be less th'w 40 million dollars. 

For example, t5e recent 10 per cent increase i n  inter-  

At the same time, l i k e i j  l06Sea are a function of 

Above all, the succcss of the rehabilit8tiorz 

2.3 It should be stressed tha t  th i s  is an estimar;;e, on tbe basis of 
the best teclmical bf'orxwtion avaiia3le thus far, of %he f i -  
na?iclal req=Uremeziys .-.-_Y-.- of a serious n t t e q t  t o  rehabili tate 
COK3OL. 2% is very d i f f i c u t  t o  asses8 definitely st th is  
nomnt the chences of full success of such reimbilitation sad 
thils of C O M S ' ~ X J ~ S  ability t o  b e c m  agairi profitable and t o  
generate sufficient funds t o  amure repa-nut @f investmezxts 
of the s ize  contemplated. 
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The two main factors of uncertainty are: 
To what extent and how rapidly wil l  the Bolivian Gooennneaf 
and COrJLIB9L's management and labor carry out thoso essent ia l  
measures designed t o  solve the mador management a?lü labor 
problems i n  the mines? The Mission t o  Bolivia bexeves thst 
the success of the Trimgular Operation depends basically On 
the discipline and sense of respoxsi3ilit.y  th wLich the 
rnhezs accept the actions and changes bvoi-ree i n  the rehabi- 
l i t a t i on  plans, as w e l l  as the backiiig which the 3olivian 
Government w i l l  give COMIBOL in  reinforcing the principle Of 
authority. 

Hmr w?ccec~diuî w i l l  the extraordimïy explomtion efforts be 
in discovering substantial new econoaic reserves? 

(See AppenWc II, Annex 6). 

Consequently, financing the rehabilitation of COMIBOL involve8 
uIusu&1 risks that shodd be vfewed i n  "the light of the f ac t  thst 
the recovery of th i s  enterprise constitutes, at present, the most 
hpor tan t  ringle element for the coir?tsy!s developent and trie 
mEinteuancc: of a manageable m m e t a r y ,  f i s ca l  ana balance of 
payments situation. 

III. Possible Sources oi' YLnaxina 

3.1 As stated i n  the previous section, the fiinancial requireaents for 
COMIBOL*s 3 year rehabili tst ion progran aze estinated t o  be between 
40 and 50 million dollsrs. 

3.2 Up to t h i s  time, the following f'unds have been committed: 

1) 
t ion  t o  lend up t o  10 million dollars for the rehabilitation Of 
COMIBOL and has signed a lo rn  contract w i t h  the Bolivian Government 
t o  make 3.5 d l i i o n  dollars o f t h i s  amount immediately available- 

2) Negotiations have been concluded between the U.% and the 
Bolivian Government t o  p e d t  the Istter t o  use the equivalent of 
approximately 3 million doUars i n  counteïpart funds t o  pay for 
the  cost of relocating excess labor. 

3) 
willinqess t o  make imneditately avetlable t o  COMIBOL 15 million 
Marks (eqclvalent t o  3-75 million dollars) for the purchase of 
spare parts and materials. 

In other woräs, 16.75 million dollars can be considered as firmly 
committed at tñ i e  time. 

The United States Goverrunent has formally announced its inten- 

The Federal Repbl ic  of Germany bas off ic ia l ly  indicated its 

3.3 in &&ïitïm, the United States Government bas informed the IDB 
that it is pepared t o  examine jolmtly Wj-th the ot'oer s r t i c i p a n t s  
of the Triaiìgular Operation, problew of C@XJDcIL 'eyond those of 
imme?iate plqrsical rehabilitation, incluiting the financing of the 
currmt  ant! anticipated cash def ic i t s  of Co-MIBOL and the restocking 
of the commissaries. 
in surplus agricultural  commodities might become amiable, 

For the commissaries 2-3 miilion dollars 
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. 3.4 If the IDB decides t o  participate i n  thi8 operation, 1% 
6eems reasonable,in vlew of tlie mgnitu.de of the dertaking,  
that it be prepared t o  lend up t o  10 million dollars. 

3.5 !Che balance, which might rcnge from 10-20 million dolla;rs,would 
have t o  be provided by the other two  lenders. 
of the Federal &public of Germany has indicated t o  the 
Bolivian authorit ies that they might be wllling t o  lend a Sub- 
s t an t i a l  momt(l0-15 milkion dollars) and that their 3.75 
million credi t  coasti tutes their contribution t o  the first 
phase of the program 

The GovermEnt 

4s f o r  the Uhi%ed States Government, President Kknnedy i n  his 
l e t t e r  t o  President Paz Estenssoro,made public on May 14, 1961, 
stated tha t  the 3.5 million dol la r  Loan already announced con- 
s t i t u t e s  "the United States contribution t o  the first phase Of 
a 'triangular' program f o r  the rehabili tation cf the Bolivian 
mining industry'' and tha t  i n  tfie discussions of the Uaited 
States vith the other two lenders "the t o t a l  investment 
eventually t o  be required" will be considered. 

&y 19, i361 
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Ia view of the i r , f o m t i o n  SUbmitted and in order to carry forward the 
negotiations referred to, the President of the Bark 2roposrs the follovbg 
agreement for adoption by the Board of Executive Directors: 

"The Board of Executive Directors, havhg taken note o9 the status of 
the plans and negotiations for tripartite financing of the rehabilitation 
progrsm of the Bolivian Wing Corporation (COMIBOL), agrees in principle: 

a) with the form in which this aperation is being prepared, and 
11 b) with the participetion of t4e IDB in the Triaugular Operation. 



APPENDIX I 
TENTATIVE FIiUANCIAL PLAN FOR THE FIRST PHASE OF THE 

COXI3ijL REE?ABILITATIûïI FBOGRAM 

--- 

This program has as i t s  objective the economic rehabilitation of 
COI3D3OL and if possíblc, an increase i n  its level  of production, 
main fe2.tures are: 

Its 

i) t o  increase the ore reserves; 

2) t o  improvc the  physical pìant and the mcthods of mining, 
processing, and transporting of the minerals; and 

3) the administrative, tcchnical, f i nmc ia l  and sconomic 
r eor  g a i z  a t  i on of C ONIEOL o 

In  addition, the progran contcmplates financing the deficits that  
will pcrsist  u n t i l  the normal economic and f i n a c i a l  situation of the 
Corporation will have been re-cstsblinhcd, 
includcs thc necessary funds to  dismiss excess labor and t o  re-establish 
thc invcntorics of spare parts, materials and commissary supplies. 

A t  the  same time, the p r o g m  

The estimates of probable financial requirements which are presented 
i n  the attwhcd table  reprsptcnt the unanimous opinion of the technical 
cwer ts  of C,C. Huston anà Associates, SalBgittcr and the Inter-American 
Development Bank who have appraised the technical and finazzcial si tuation 
of CQMIBOL during rccent months. 
arrive a t  precise estimates of t ì ì e  profi tabi l i ty  of C3MiBOL as a whole, 
bcforc the rcsults of the recommended geological. explorations arc known. 

Nsverthelcsc, it i s  difficult  t o  

From time t o  time, the Advisory Group t o  management which has been 
rccommcnded, i s  t o  r e ~ e w  the results of the rehabilitation program, and 
i n  thc l i gh t  of such a review might recommend changes i n  the structure 
and i n  thc to t a l  m iu t  of investments. 

Threc types of invcstments should be distinguished: 

a) emcrgency investments that  would scrvc t o  arrest the increasing 
deterioration and avoid o possible paralyzation of the mines; 

b) basic investments, such as mining exploration and metallurgical 
investigations - the  results would &e it sossiblc t o  deternine 
what additional long-term investments could be cconmically 
justified; and 

c )  long-te-rìn investments 1ilcal;;r t o  be FrOfibabl.~~ on tho basis of 
present information, 

The first phase of rehabilitation covers three years. Estimates of 
the various types of investments arc shown in  the attached table, 
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Emcrgcncy investments are  a major par t  of i t e m  3 (&mediate keds 
of Spare Parts <and Materials), item 5 (Transport Equipment), item 6 
(Connissary Sup$lics), and ìtcm 7 (Cost of Discharging about ?,SO0 
excess workers). 

Item 3 contcmplates i n  the first yerno 

1) repairing existing cquipment and KachineV and the i r  mairite- 
n a c e  f o r  onc year; 

CL) replacing worn-out machincry; and 

3) restocking thc gcneral warehouses with materials for  one year, 

Subsequently, only a portion of the  sparc part  and matc3d. nceds 
would bc financed as part  of the progr,m, 
ycar an increasing aroportion of these expenditures from its  own funds. 

COMIEOL would cover each 

Item 5 (Transport Equipncnt) contemplates thc replacement Of worn- 
out trrnsport rquipmnt md prcpcr rsafrntcnacc of th!: ilew equipment, 

Item 6 (Commissary Supplies) contemplates the rcconstitution of 
about a f o u r  months! stock of imported a r t ic les  and a one month stock 
of dorricsticalìy produced articles.  It is prcsumcd that  salcs of com- 
missary ar t ic lcs  below cost will be discontinued. 

With rcspcct t o  item 7 it i s  presumed tha t  5,000 cxcess workers 
will be dischargcd during the f i r s t  ycw and 2,500 during the second 
ycar, a t  an average cost of $400 per pcrson. 

The basic investments arc New Explorations ( i t a  l), Mc+,allurgical 
Invcstigationc (item 2)  and part  of the remuneration of the consultants 
(item 8)- -+!Es --* --* - 3 F  a 

Thrcc types of exploration are con5aylatcd: (item 1) 

a) within the  existing minos of CCJIJIIBOL; 

b) within the area of CO141BOL1s mining propcrtics; and 

c )  i n  Bolivia's mineral belt ,  where till the Corporation's mines 
are situated. 

It i s  necessary t o  carry out an extraordinary exploration program 
i n  order t o  make up for  the inadequatc exploration effor ts  during thc  
last few years, 
treatcd w i l l  be provided as an opcrating charge. 
finance normal exploration and devciopmcnt inside the mines. 

Moreover, it has been assumed that $1.00 per ton of ore 
Thfs surcharge is t o  



. .  

- 3 -  

(Item 2)  the metailurgiccll program consists i n  t h e  modernazation 
of the metalbrgical processes currently used by COMIBOL and of an 
Unportant program of investigation i n  order t o  increase t i n  recovery 
i n  the mills. 

The rununeration of t he  technical consultants has been estimated 
at about 5% of the  total cost of the prcgrm. 

The long-term investments would be made i n  Catavi which has adequate 
proven reserves; and beginning i n  the  second y e ? ?  i n  some of the smaller 
mines. 
f rom time t o  time, depending on the resul ts  of the explorations. 

It is  clear that. tne investment plan would have t o  be changed 

Finally, the def ic i ts  during the f irst  two years of the rehabilitation 
program has been estimated on the following basis: 

1) 

2) 

projections Sy C.C. Hueton f m  tiie,aP-jor ~Lacs;  

projections f o r  all of CdlIBOL based on the foregoing; 

3) 

4) 

5 )  

the  apparent cash def ic i t  during the last  few months, including 
the service on existing debts; 

auspension of royalty payments t o  the Government; and 

an estimate of tne affect of the  various rehaSilitation measures 
on outgo and income, 

.i 



ESTIiUTED 
FITUNCIAL REQUIREHH"S FOR THL, FIRST THREE 'IEARS 

OF THE REWBILITkTION TRXXUM 

( in  million dollars) 
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New exploration 

Metallurgy 
a )  Short-tern 
b) Lcnger-term 
e)  Foreign laborztory tests 

Immediate needs i n  spare 
parts and materials 
a) l'lajor mines 
b) Smaller mines 

Equipment 
a) Catavi 
b) Smailer mines 

Transportztion - C 9 B O L  

Commissaries 

Cost  of dimharging labor 

Advisroy Groups 

Annual defici ts  during 
rehabilitation 

TOTALS 

1st year 2nd year 3rd year Total  
L 

1.00 2.00 1.00 I. O0 

O, 25 0.25 00 25 00 75 
O* 33 0*33 0.34 1.00 - o. 25 L os25 

6,ûO 3.00 l e 5 0  10050 
L50 l e 0 0  0.50 3.00 

0.50 1.50 w 2000 - L50 1-00 2.50 

L50 1.50 1.00 &.o0 

2 coo 1.00 r 3.00 

2.00 1.00 - 3.00 

O. 80 0.60 0.60 2 .o0 

8.00 3.00 L . 11.00 

2% 88 16.93 6.19 47 .o0 

24.00 17 c O0 6.00 47.00 




