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SUMMARY AND RECOMMENDATIONS
 

1. BORROWER:
 

The borrower and executing agency will be the Caja Central de
Ahorros y Prestamos para la Vivienda (Caja Central), a privateautonomous non-profit organization established under Bolivian law
 
as the agency to promote and regulate the Savings and Loan (S&L)

System in Bolivia.
 

2. G ARANTOR: 

The Loan will be guaranteed by the Government of Bolivia (GOB). 

3. LOAN: 

(a) Amount: US$6.0 millidn
 

(b) Terms: 30 year repayment period including a grace period of
ten years on principal, with iiLerest at 2% per annum during the 
 .
--- si-i-4--and 4% per anntm thereafter. Approximately 90% of the loan ;.'illbe converted to Bolivian pesos to meet estimated local currency requi
rements of the program. 

4. PURPOSE: 

The purpose of the loan is to e able the Bolivian S&L System to
become financially self-supporting!! over the next 10 years (and to
function thereafter at a level of operations which will meet a significant portion of Bolivia's iddle income housing demand). The broadergoal to which the' project will contribute is the strengthening of thefinancial -institution;in the private sector and the redirection oftheir efforts in support' of Bolivia's social ar.,d economic developaent. 

5. PROJECT DESCRIPTION: 

The project consists of the strengthening and expansion of theprivate, non-profit Bolivian S&L System. 
This system consists of the
Caja'Central ani niLic mutual savings and loan associations. Ti-e Ca jaCentral is a c;entral reg!ulatory finanzing and promotion agency forthe syvstem. The rLnr tu;;-otit;Qkn-, 9rc spread throughout Bolivia, with 

i/ Defined as 
the point at which the system has attracted sufficient

savings to operate profitably without need for additional cor.ce.sional ssi tu:Lce. wd n, which point net profits have b.er, of
sufficient m:tc:ie to c-relte the reserves necessary to sup[Tortthe system a i-,3t an:y possible losses in the course of its opera
tion.
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two in the capital, La Paz. 
They accept savings deposits from the

public and channel these deposits, as well as other available funds,

into middle and lower middle income long term housing loans.
 

On the output side, the achievement of the project purpose would
enable the system to finance a significant portion of Bolivia's middle
 
and lower-middle income housing demand over the next several decades.
 
The strategy for achieving the project purpose is outlinedin Section
 
I.A.2 below.
 

6. PROBL34S CON-FRONTING THE SYSTP.4
 

The basic problem facin:, the Bolivian S&L System is its precarious

financial condition. This condition is due to the relativelY_!owkvo
lume of lending operations from which it derives its income. The vo
lume of operations is in turn a function of the amount of domestic

savings mobilized by the sy.:teni plus external borrowing. Since its
creation as 
a private entity, the Caja Central has labored tnder the
 
handicap of insufficient capitalization. Operating at below the
 
breakeven point and lacking adequate 
reserves to carry the system

through any period of difficulty, the Caja Central's policy in the 
past has been to plough all available funds into income-producing

os+o±nt-loans. 
 While this policy maximized income in the short run
 

it did not contribute to increased savings attraction, upon which the
 
long run success of the system depends. Given the financial condition

of the system, the Caja Central was hesitant to forego current income 
from mortgage loans by reallocating available resources 
into savings

promotion expenditure. 
 As indicated above, this situation was 
a con
sequence of the private character of the Caja Central. 
Most other
 
S&L systems in Latin America ,were sponsored by government housing or

home loan banks; and being goveriraent institutions, the home loan
 
banks received no-cort. capital contributions to provide the necessary

financial backing for the systems arid 
to provide a sufficient volume
 
of high yielding mortnpe finance capital to enable these systems to
 
incur relatively heavy savings promotion expenditures. In ccntrat,

the Bolivian system began with a modest AID loan 
f $1.0 million an i,

because of the private character of the Caja Central, no 
 ovc-rnn...
equity contribution. 
While the lonrrer run orerating efficiency will

likely be greater as a private rather than public institution in Bo
livia, the short to intermediate run financial hardship on the private
but not-for-profit mutual system has been severe.
 

What the proposed lean .rto do is to ni'ovide the Bolivian sys
tem with a sufficient volumre ,f '11,%si-equity capital to enable it (a)to undertake, once and for rill, th-. Large scale sa'rings promotion e f
fort necessary to build the systlm's long run 
 savings base and (b) to
create from the income generated from the spread on the AID loan, suf
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ficient reserves and surplus to protect the system against any

possible losses which it might incur over time. The strategy

for achieving the purpose of the loan is outlined in the follow
ing section.
 

7. STRATEGY FOR ACHIEVING PROJECT PURPOSE 

To achieve a position of financial self-sufficiency over the
 
next 10 years, it is estimated that the system must attract, at a
 
minimum, approximately $b. 100 million (US$5 million) in free
 
savings by 1982. Based on the March 1.973 
study of the potential of
 
the Bolivian S&L System prepared by Claude Bovet, Ex-Director of
 
the Peruvian Home Loan ank, it is estimated that the Bolivian 
system can capture 12% of total savings deposits, in financial insti
tutions in 1982. In addition the tission projert-'m a r.te 4n qr! 1avirg 
deposits of 10% per anntm, over the next decade. The effect of these
 
two projections taken together would provide the system with appro
ximately $b. 180 million (US39 million) in savings in 1982.2/
 

To reach the savings levels projected above, two actions are
 
essential: (1) _r
the system must iundrtake a l ee scale, system2atic 

-;;vi na.- 'r-omnt.i ril nr _ n-rd (2) 1hr-,
substantial injection ±cw os(uai-equity) lenaing api. a± t 
enable it to generate the volume of income-producing assets (e.g.
 
mortgage loans) required to overcome 
 its cash flow problems and tc 
capitalize the system at an adequate level to protect. agains.t 
reasonable risks.
 

Looking at the second requirement first, it is estimated that an
 
AID Loan of "6.0 million w-.il be necessary to prop.-,l the system to the

point of self-sufficiency. This level of AID _s.istqnce is predicated

upon the effecjive -rescheduling of :5i. 40 ,millin0 year Central .ank 
loan to the system. To off,-et the drain cn the system of this 8 year
loan, the Ministry of 1,in-nce should agree to the rescheduling of
the CB loan to the She softening f the terms to 

20 year repayment, 10 year grace at (" >,terest p.a. This ottic, n 
is preferred over i) the GOB lending the system an addltnnal 
$b 4o million over 20 years with a 10 year grace and 2) the USc
making. a $7.__O million loan with no additional GC1B input. gY,.ver.
both these alternatives would .ave simi'ar fi...ncal results as th 
rescheduling rrtion Cor a  i; system by

The key rictirn ::, s tc. ' '1 ,,5 :. .. 
development ,i ......-, 

'.scJucivg. 

a 
aggressive savin,.s Lcorhotil. ::ro. Thc parte t.rs for ch a r
gram are set forth in ,J.h- a,:v-.'entiomrd ? vt of 1973.R,'port i.rthThis savings pro c_;'A_ t:1I 'll i . .. il 1-Thissavigs po::cti pl'n1 : c'-d n S:ti on I.A, 2 tc-:ther
with the other elements of the S&L development program. 

See Sention .. or .. discussion of the basis for these
 
growth rate projections.


/ In the bnly of thp r "-"r cy the rcszhuiintg cptiJn will be

discussed aLiou,,,1,i- should bs noted that the other alternatives 
are viable option;in ters of' aciiiev ng financial self-sufficiency. 
(See Annex C, Exhi.is 5 and 7) 
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8. SUMM Y COST ESTIMATE AND FINANCIAL PLAN
 
(USS 000 equivalents)
 

USE 
S O U R CE , 

AID E an -
CE Loan Total
 
Morl.glts ,ILIIzI 4,5O) 
 2 000 6, 500 
,Office IIo i',onm I, np.I*zr'vmr,I 600, 

NV,,
Insurance iuidity Reserve 
 50TrainiV* 

Technical AzsistanceS_/ 

170 170
100Accounting Equipment2/ 100].80 180
 
T o t a 1 s 6,ooo 2,000 
 8, 0o1I _dc fBo- Zha& aiready been disbursed and therefore w:c not a'...!able for the on-mortga-e lending costs of the pro:ram. Hecver.the fuzding source for such costs is essenlia.l an a". ributionquestion; 
the net effect of the two loans will be to provide for
the system a total of $6.5 million for mortgage lending at an
 

average cost of 3.23%.
_/ US dollar costs estimated at a total of $450,000.
 

9. JUMTIFICATIO FOR TIE XO-AMT OF TILE AID LOAUNI
 
As indicated above, fcr 
 ..:e

self-sufficiency unde: 
System to achieve a position of financial
the nts:'vption stated, an AID loan of $6.0 million
will be necessary. The optimal - and target - level of'savings mobilization by 1982 in $b. 160 miJ1on (See Section II.B.5 and 6 for an analysis
of the savings growth proJtctions). However, inasmuch as there is no
assurance 
that the syst.n 1, more likely to reach the "optimal" level of
$b. 180 illion than what consider to be the "survival" level of
$b. 100 millicn (or .. . inrr het,'con), the$ 6.0 million loanlevel in consid,,rcd w.'ceu sz-y Lo insure that the system will still befinancially self- upport ing ,;houla it only reach the lower level of
savings by 1982.
 

The reason why th.-sy::t.- could tll achieve self-sufficiencyeven at the most pinrilst.. aving l,,v! is thn earning power provided
to the system from the 10, *pres d 
 on the AID loan for moz't-age lending.The outcome is quite diflrrrcnt, however, if the GOB does lot rescheaulethe $2.0 million Central Bank loan. 
 The future financil feasibili:y Cfthe system wan tested usinr 
 nrnly 
 AID loan input of $4.5 million;and on
this basis, at the ;b. 1-
rn 

il5)n 'ptlrrtl savings level, the system would
experience negative cash f'r':.
In se:;eral years, would accrue a $b.28 million(us $1.4 million) cumulative loss over the decade, and only in 1982 wouldthe system show a slight profit. At the .?b. 100 million level of savingsattraction, the system would accrue an even larger loss and would not reach
the breakeven point by 19d2.
 



10. GOVERNMENT OF BOLIVIA CONTRIBUTION
 

Considering the wholly private character of the S&L system, the
 
degree of support the Government has provided to the system can be
 
considered as substantial.
 

Shortly after the October 1972 devaluation the Ministry of
 
Finance prevailed upon the Central Bank to give the extraordinary
 
$2 million loan to the Caja to enable the system to weather the
 
effects of the devaluation; at the same time, the GOB did not re
adjust the $1.4 million owed by the system to the GOB under the four 
above-mentioned local currency loans (a financial benefit worth 
approximately $800,000 to the ;:;,'r. o); in addition, the GOB has 
agreed to guaranty the proposed i46 million to the private S&L system
 
and...to separate the GOB--guaranteed LosPinos HIG project from the
 
other operations of thu S & L System so that in the event of any
 
shortfalls in that project, the CGGB would not have recourse to the 
assests of the entire S & L System.


In accordance with the negotiating objectives set forth in
 
the IRR, the Project Committee also obtained the agreement of the
 

the form of a $2.0 million GOB toreasury loan to offset the cash flow 
problem created by the 6 year amortization of the Central Bank (CB) l-can. 
However, current estlmates of the f'nture GOB fiscal situation irdicate 
that a rescheduling of the CB loan and :softening of the terms to 20 year 
repayment, 10 year grace at 6, p.a. is the preferable choice for offsetting
 
the drain on the system of the 8 year CB loan.
 

11. OTHER SOURCES OF FIANC!NG 

The IBRD, iDB and aport-lmport Bank have expressed no interest
 
in financing the project.
 

12. STATT7ORY C,IT IA 

All Statutory Criteria have been met; the checklist is contained 
in Annex E. 
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13. VIEWS OF THE COUNTRY TFAM 

The Country Team supports the project because of the positive

impact it will have on reducing unemployment and because of its
 
longer run contribution to reducing the Bolivian housing deficit.
 

14. INTENSIVE REVIEW APPROVAL 

The revised IRR for the loan was approved on May 8, 1973. 

15. ISSUES 

a. The viability of a private S&L system in Bolivia 

A basic AID/W concern with the proposed loan when it was
first presented in IRR form on April 18, 1973 was whether a pri
vate S&L system could become viable in Bolivia. Based on the 
Bovet Report of March 1973 which appraised the operations of the_

-i-±-r--system and outlined a plan for becoming financially self
sufficient, this loan prograin has been designed specifically to 
provide the S&L systea with the type and amount of assistance -on
sidered necessary to propel it to the point of self-sufficiency.
The strategy for achieving this objec-ive is presented under 
section 7 above. It is the conclusion of the Project Ccmmittee
that the proposed loan program will enable the private S&L system
to become not only viable but also a strong, private financial 
system within the Bolivian econory.
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b. The Level of GOB Financial Support
 

As indicated under the Section of the GOB contribution to 
the project, the Project Committee obtained the agreement of the 
Ministry of Finance to provide financial relief to the system to 
offset the cash flow problem created by the 6 year amortization 
of the $b.40 million Central Bank (CB) loan. The Minis4.r. of Finanue 
has agreed to provide the Caja Central with another loan of $b.4o
 
million, repayable over 20 years iith a 10 year grace period, to
 
be disbursed over the three year peiiod 1974-1976.
 

'While this contribution will more than resolve the problem

created by the repayment of the Central Bank loan, the Mission ques
tions the advisability of encumbering Treasury resources at a
 
time when it is expected that these resources will be inadequate to
 
meet GOB expenditure.-requirements, forcing the Treasury into borrow
ing from the Central Bank. TEhe importance, at the margin, of
 
$b.40 million in the GOB's revenues and' expenditures represents fur
ther pressure on an already narrow financial base.
 

~~~ U~a-ccalweakness in Lh la ±e"UL:w-years,
the Mission believes that the GOB should reschedule the current
 
CB loan and soften the terms -o 20 year repayment, 10 year grace
 
at 6% interest p.al. Tis would eliminate the short term drain on
 
the S&L system caused by tho CB loan's 8 year terms and at the
 
same time eliminate the need for the GOB to expend additional
 
budgetary resources at a time when the GOB probably will be running
 
a substantial deficit. (The GOB has indicated a willingness in
 
principle to exp].ore means to reschedule the CB loan and the AID
 
loan will be authorized (,n this basis. Should for any reason Jt.
 
not prove possible to reschedule the CB loan then 1)an additional
 
$2.0 million GOB Treasury loan input or 2) an increase of the
 
proposed AID Ioan fr 146.0 to P7.0 million would need to be
 
considered. These alternatives would have similar financial results
 
as the reschedul!rn., 1''huI the forier would place a burden on
 
future GOB finlncial resources while the latter would require an
 
additional $1.0 mili-,n USG input. If. ultimately, either of the
 
latter alternatives are ,;elected rather than the cytion of rescheduling 
the CB loan, tihis will require an amendment to the b'iginql loan 

-authori zu tin.) 

It is estimit,2d that' tha GOB wil! have a ,icficit of "b.757 
million in 1973 of which apprcximately $b.510 is presently estimated 
as unfiranced. h*.g i eo-pected thatTb.- r rlc'i iL'wiAch it was 
the GOB fiscal situ zL/n was to sharply improve, the chronic deficit 
problem has reappeared. in !iow of this situation, it would appear
that from a fiscal stabiilzatuon point of view programming an addition
al $b.40 million in e:,erviilu'es to meet the Caja Central needs would 
be counterproduc-iv,- ':he point of'view, could bea: .,c! re.-'spruj. 
considered a less-than-assur-d saurce of funcing. Thus, the alternative 
of rescheduling the , .,_,u 'fL:h ;c- _usly considered. 



-viii

16. RECOMMENDATIONS:
 

On the basis of the co-c 4 
ions of the Capital Assistance Committee
that this Project is technically, economically and financially sound, it
.srecommended that 
a loan be authorized to the Caja Central de Ahorros
y Prestamos para la Vivienda in an amount not to exceed US$6.0 million,subject to the following terms and conditions:
 
a. 30 year repayment, includingrepayments, a 10 year gracewith interest period in principalat 2% per annum during this grace period and 4%per annum thereafter.
 

b. 
The loan shall be guaranteed by the Government of Bolivia.
 
c. 
Prior to first disbursement of the AID loan, the Caja Central
shall submit to AID, in form and substance satisfactory to AID, the
following:
 

(i) A Savings Promotion Platt for thecomplete description of the: various elements contained within the plan,
 
sysuem, includint athe means to be utilized and estimated cost of the respective elements,
and an implementation schedule for the plan. 
Satisfactory implementation
of this plan will be a continuing condition to subsequent AID loanais'
 

(ii) A plan for the recruitment and -Itilization of technicaladvisory assistance.
 

(iii) A training plan for employees of the Caja Central and the
Associations.
 

(iv) 
A time-phased plan for the acquisition of the additional
staff necessary for the Caja Central and the Associations to be able to
carry out the expanded program. 
Except as AID may otherwise agree, all
such staff additions shall have been made by the end of CY 1974 in order
to obtain AID loan disbursements for CY 1975.
 
(v) An equitable plan for allocating the AID loan funizthe S&L Associations 
so us azor

competition for these funds. 
to maximize savings promotion efforts and
'This plan shall includ.e estimates of
individual S&L snvings :growth tarwets, projected disbursements to the
respective S&L's and criteria ('or the reallocatio., of" unused S&-L quotas.
 

(vi) A plan fcr the 
 c,:c.
loan, i,.cludin(, a provir.ion 
of the interest spread on the AID 

between cumulative rn't, 
or re3erve against poss ble disparitiesre:v-uctments based on 
the cost of' living
and future exchan6e rate flctuation.
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(vii) A statement of mortgage loan criteria, including maximum
 
amount, interest rates, eligibility requirements, etc.
 

(viii) Documentation necessairy to verify that the Governmerit of
 
Bolivia guaranty is in full force and effect for any AID loan funds
 
which may be disbursed.
 

(ix) An arrangement whereby the GOB-guaranteed Los Pinos I-G
 
project would be effectively isolated from the other operations of
 
the S&L system so that in the event of any shortfalls in that project,
 
the GOB would not have recourse to the assets of the entire S&L system.
 

d. Except as AID may otherwise agree, the Caja Central shall,
 
prior to the end of CY 1974 have:
 

(i) Developed and put into practice a uniform procedures
 

manual. 

(ii) Organized an internal auait department.
 

(iii) Arranged for the performance of administratJ.ve audits
 
of the S&L operations.
 

e. Except as AID may otherwise agree, or except for meeting short
 

newly generated mortgagu; from-t=i e individual Savings and-foaV-Associ
ations.
 

f. The loan shall be subject to such other terms and conditions
 
as AID may deem advisable.
 

g. As a pre-condition to the execo.tion of the Loan Agreement, 
the Government of' Bolivia shall enter into arrangements satisfactory 
to AID, for rescheduling; the repayments of the existing $4o million 
peso Central Bank loan to the Caja from 8 years with a 2 year grace
period on principal payments to 20 years with a 10 year grace period. 

Project Committee:
 

Co-chairmen: 	 Marshall D. Brown-LA/DR
 
Ronald G. Russell-USAID/Bolivia
 

Project Loan Officer: 	 Larry Armstrong-USAID/Bolivia
 

Financial Analyst: 	 Robert Clark-USAID/Lolivia
 

Engineer: 	 Hasan Hasan-USAID/Bolivia
 

Econom.!st: 	 Randolph tte-USAID/Bolivia 

Approved: 	 Arthur W. Midr-e. Acting Director-USAID/Bolivia 

http:administratJ.ve
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SECTION I - THE NATURE 6F THE PROJECT 

A. Project Description
 

The project consists of the strengthening and expansion of the 
private, non-profit Rolivian Savings and Loan (S&L) System. The 
system consists of the Caja Central de Ahorros y Prestamos para la 
Vivienda (Caja Central) arid nine mutual savings and loan associations. 
The Caja Central is a central regulatory, financinf, and promotion 
agency for the system. The nine associations are spread throughout 
Bolivia, with two in the capital, La Paz. They accept savings deposits
from the public and channel these deposits, as well as other available 
funds, into middle and lower middle income, long term housing loans. 
The specific purpose of the loarl is to enable the S&L system to become
 
financially self-supportinL., over the next 10 years.
 

On the output side, the achievement of the project purpose would 
enable the system to finarce n significant portion of Bolivia's middle
 
and lower-middle income houoing, demand over the next several decades.
 
The strategy for achieving4 the project purpose is outlined in Section
 
A.2 below.
 

1. Problems Confroniting thc System 

The basic problem facing the B~olivian Savings and Loan System

is its precarious financial condition. This condition is due to the
 
relatively low volume of lending operations from which it derives its
 
income. The volume or operations is in turn a function of the amount 
of domestic savings mobilized by 'e system plus external borrowinr'. 
Since its creation as a private ei- ity, the Caja Central has labored 
under the handicap of insufficient canitalization. OperatiLr at below 
the breakeven point and lacking adequate reserves to carry the system
through any period of difficulty, the Caja Central's policy in the past
.has been to plough all available funds into income-producing mortgage
loans. While this i-olicy maximized income in the short run it did 
not contribute to increased savirs attraction, upon which the lorE 
run success of the system deperpds. Given the financial condition of 
the system, the Caja Central was hesitant to forevo current income 
from mortgage loans by renllocatig available resources into savings 
promotion expenditures. 

l/ Defined as the point 'it which the system has attracted sufficient 
savings to operat- profitoiby -- thout need for additional conces
sional assiotance, anJ at which point net profits have been of 
sufficient magnitude to create the reserves necessary to support
the system against any possible losses in the course of its ope
ration.
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As 	indicated above, the Caja's precarious financial condition
 
was 	 a consequence of the private character of the Caja Central. Most 
other S&L systems in Latin America have been sponsored by government

housing or home loan banks; and being government institutions, the

home loan banks received no-cost capital contribuLions to provide the
 
necessary financial backinm the andfor systems to provide a sufficient
volume of high yielding mortgage finance capital to enable these systemsto incur relatively heavy savings promotion expenditures. The Peruvian 
S&L 	System, for example, received a $7.5 million GOP equity contribution

(matched by a $7.5 million AID loan) at the time it
was created in 1962. 
Utilizing this strong capital base, the Peruvian system undertook a sys
tematic saving,s promotion effort and has achieved the position of fin
ancial self-sufficiency which is being sought for the Bolivian system.,
In contrast, the Polivian system began in 1966 with a modest AID loanof US$1.0 million and, because ot' the private character of the Caja
Central, no goveroment equity contribution. While the longer run ore-.
rating efficiency will likely be greater as a private rather than public
institution in Bolivia, the short to intermediate run financial hardship 
on the private but non-for-profit mutual system has been severe.
 

What the proposed loan seeks to do is to provide the Bolivian 
system with a sufficient volume of quasi-equity capital to enable it 

_ja) to undertake, _once and, for all, the ,s....z  . ..
" 1-itocs ary 	 to'Ui. LL, s !onc run savings oase -n- ( tD)

creaLe, from the income r enerated from the spread on the AID loan, sufficient reserves a-d surplus to protect the system 
 against any possible
loises wh:'ch it might incur over time. The stragegy for achieving the
puIposE. of the loan is outlined in the following section.
 

,:. 	 Strategy fo. Achieving Project Purpose 

To achieve a position of financial self-sufficiency over the
rgxt 10 years, it Is estimatetl that the system must attract,

minimum, approximately 

at a
 
$b. loG million (US$5 million) in free savings

by 1982. Based on the March 19(3 study of the potential of the Bolivian
S&L System prepared -yClaude liovet, ibx-Director of the Peruvian liome LoanBnk, it is estima ed that the Bolivian system can capture 1i4 of yota!
savings deposits in financial institutijons in 939. In add'ision, tha Missi
projects a, growth rate in overall savinjs denosits of 10% 1!r annum over 
the next decade. The effect of these two projections taken tQ,-ther
would provide-the system with approximately $b. 160 million (USsq.o
million) in savings in 1982./ 

I/ 	 See Section i1.;. .or a discussion of the basis for these growth 
rate projectionv. 



3) 

a. Essential Actions
 

To reach the savings levels projected above, two actions 
are essential: (1) the system must undertake a large scale, systematic 
savings promotion progrnm; and (2) the system must also receive a sub
stantial injection of low cost (quasi-equity) lending capital to enable 
it to generate the volume of income-producing assets (e.g0 mortgage loans) 
required to overcome its cash flow problems and to capitalize the system 
ac an adequate level to protect it against reasonable risks. 

Looking at the second requirement first, it is estimated that 
an AID loan of US$6.t million will be necessary to propel the system to 
the point of self-:ufficiency. This level of AID assistance is predicated 
upon the effective reschcdilin; of $t-, 40 million 8 year Central Ban], loan 
to the system. To offset the drain on the s, -stemof this 8 year loanl, the 
Ministry of Finance has rtreed to lend to the system an additional $b. 40 
million over 20 years with a 10 year grace on principal repayments. This 
loan could be disbursed iuver th1 period of 1974-76. However, current 
estimates of the future GOB fiscal situation indicate that a rescheduling 
of the CB loan and so.tenin , of its terms is the preferable means for 
offsetting the drain on the SL system o the CB loan since this !.?u~d r2q.iz 
no future outlay of scare GOB financial resources. If the GCOB were not 

--~- i-zu--- his or some similar form cf financial relief from the 
repayment effects of the Central Bank loan, then an AID loan of at 
least US $7-0 million would be necessary to enable the system to 
reach the lower bounlary of financial self-sufficiency. 

The key action to be taken by the Caja Central as a part
 
of the S&L developtuent program is the formulation and execution
 
of well-conceived and ag.gressive savings promotion program. The
 
parameters for such a nrozram were set forth in the above mentioned
 
Bovet Report of Ilrch 1973. Based un Bovet's recomnendations and
 
the experience of the syste to date, the promotion plan which the
 
Caja proposes to cEarry out will contain various aspects.
 

First, the C:.Ja Central plans to initiate a national
 
publicity campaign tlhu,;h radio, T.V. and the press which will include
 
the following components:
 

A radio campaign that 

(1) capturEs,. in.ereot of broadcasting station owners
 
in the plan for pra:o.soi. -iavJns.
 

(2) broadcasts intfonuicion about the benefits which the
 
saver will obtain on csiting his funds in the S&%L system,
 

(3) stimulales savirn , through question and answer con
tests aid other typfe.; ulf cusmts. whih ,ffer prizes of cash, domestic
 
appliances, paid trips .iberution of initial instal1ments, etc..
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(4) broadcasts interviews and round table discussions
 
which deal with the topic of savings and housing systems, and,
 

(5) publicizes new housing programs which the system
 
undertakes.
 

A television campaign that 

(1) captures the interest of the television station
 
management in order to obtain full collaboration in implementing
 
the promotional plan,
 

(2) televises discussions with community leaders, board 
of civic groups, private company r.epresentatives, and press personne] 
on topics concernir savings which d'rd-rstrate the confidence that 

'
 S&
these people have in the oL Associations, 

(3) transnits interviews with groups of employees, 
workers and students viti the purpose of stimulating these groups
 
to begin their savings thrcurih the S&L System,
 

(4) televises programs_with groups of parents to stim
ulate their savings for the "'Future House of Your Own",
 

(5) transriits film-strips specially prepared for stim
ulating saving, and,
 

(6) televises various types of contests Cesigned to
 
encourage savings by offering cash and other prizes.
 

A press canpaign that 

(1) captures the interest of newspaper directors and
 
editors in order to ensure tha. the opinion of these people is favor
able to the activities ot' ilW SC:L System and th:ut they provide ample 
newspaper coverage which is '2cplete, iifori!ative and interesting, 

(2) publi:she.s the S&L SysLem's activities incluing 
work moeetings, conferences, sooial gatherings, seminars, personnel 
training, etc., 

(3) arnounces S osf inccni i/es and 
in which the savers sholid sv <I.ect parti:inaiin, 

(4) publishes net-s on new housing progra.ms, and 

(5) publishes :statistics on the increase of savings and 
other S&L growth data.
 

http:progra.ms
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In addition to the publicity plans me.,tioned above, the 
S&L System proposes to carry out the following complementary activi
ties in order to enhance the possibilities for success of the promo
tion plan:
 

(1) train S&L personnel in public relations including

procedures for personally contacting employees, workers, students
 
and housewives, based on a program of "door-to-door" visits,
 

(2) improve the efficiency of the S&L System's employees

in the management of the affairs of its 
savers and of the association
 
In general,
 

(3) improve the S&,L offices by acquiring new office sites. 
buildings and furniture, 

(4) develop new service programs for savers,
 

(5) prepare information bulletins for the public which

give wide coverage to new and different S&L plans, and
 

(b) develop a savin,,s pregram around the idea of "Sav

Fur:_hernore, the Bolivian S&L System proposes to pay
"the best interes-" within the Bolivian financial system. Althou ii 
the interest rates which other institutiolIs offer to the pulic are 
not officially known, as soon as this situation defined,is the SCL
 
system will establish "the hi. ;st interest rates" amon,- the sa.. :7s
 
institutions. The fact that 
 tne S&L system will be readjusti... its 
saving deposits as well as outstanding loans to compensate for 
internal price 'nflation will pVCv.ie th.e :-ystem with cleara co-
petitive edge in savingat-tra,,ion over the other financial institu
tions which offer savrruZs ae'ou;nts. Wile these other institutions 
will be payir,-. a niominal b3-10 " p.a., which is sul .ject to a urice in
flation estimated to averave 5-i01c p.:.. the S&,L system will be a5le 
to combine its 8-10% initerest rate with the savin, s readjustment
factor (in this ex;- nuipe 5-ib7) for a real or effective interest rate 
substantially .,renter than their competitors. 

Besides the e,,,it of receivin..', the hi-hest interest rate 
from the system., the fol liw: nvand.e savinr at a assoc!aof S-L 
Lion will he publiciz.1: 

(3) -rporto!ce o' colluteral for securing loan,a 

(2) savings accounts insured up to $b. 50,000, 
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(3) guaranteed investments, 
(4). readjustability of saving accounts based on a cost-of

living index,
 

(5) ownership aspect of belonging to a mutual system, and 

(6) pssibility of obtaining a "lHouse-of-your-own" on thebasis of savings. 

Finally, the Caja Central proposes that several additional
steps be taken to facilitate the saving promotion plan:
 

(1) 
train and motivate the directors of the S&L associations to enable them to give talks to groups of employees, syndicates,etc, with the purpose of encouraging them to save in the mutual S&L
 
associations,
 

(2) 
carry out a study to determine where the campesinos
and low income groups in the cities save) and what incentives can be
created to encourage them to save in the mutual S&L associations, and
 

~~~3yys a y~wi as,sai~the nidximu!Fh interestthe law allows, on denmudo.e.,&, deposits, 91 for saving held atleast 6 months but less than I year and, 10% for savings held 1 year 
or more.
 

As a condition precedent tofdrst disbursement, the fajaCentral shall develon and refine the above plan in final form, including details on the means to be utilized and cost of carrying out eachaspect of the planas well as a schedule for the implmentation of th:evarious components of the plan. 
The Caja Central has indicated that it.is planning to contact Argentine and Peruvian advertising firms, aswell as those in Bolivia, in order to choose the most capable firmfor promoting saving; in 7&L institutions in Latin America. 

b. Other Elements of the S&L Development Program 

The other important elements of the assistance proeztram.. on
which agreement has been reshed are listed below. The majority ofthese elemeiets const!iute !iw;rerinl 
or cOep-atiorl imrrovements in the
 
system.
 

(1) Plan for uil'l:..'io:m of technical assistance, i!,cludir-.development of a central !r-rvice corporntion. 

(2) Plai for paricipant training.
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(3) Organization of an internal audit department
 

(4) Plan for equitable allocation of AID loan funds among
 
associatior so as to maximize competition, while promoting the develop
ment of the smaller associations, including the establishment of savings
 
growth targets by associations and the conditioning of loan disburse
ments on the basis of percentate increases in savings attraction.
 

(5) Allocation of AID loan spread between Caja Central and
 
the associations.
 

(6) Establislhment of a reserve of i% of the spread on the
 
AID loan against possible disparities between cumulative cost of living
 
readjustments and exchange rate changes.
 

(7) Satisfactory reporting system from S&L's to Caja Central
 

and from Caja to USAID/Bolivia.
 

(8) Plan for increased, staffing.
 

3. 	Savings and Loan Operating Criteria
 

-Maximum term: 20 years 

-Down Payinent (Tied Savings): 15% of total!cost 

-Interest Rate: 12% p.a. (plus 1.5% for life and mortgage 
insurance) 

-Closing Fee: 3% 

-Maximum Mortgage Loan (100% of value of house and land): 
Us$8,50
 

-Practical 141nimtm
ui Mortgage Loan: $2,500 - 3,000 

-Borrower n,nriot own other house; owner occupancy only 

,Maximum otf '5!" of monthly fLimily income for amortization 
payments.
 

-Life in urJn:t on t'E!ily ir.-bers whcze income is included 
in monthly faeily income 

b. 	 Dividends on Savir 3s Accounts
 

-Passbook 'nvir,s: &
 

-Time rdepo31t;: 9-1I,de:ending on period
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c. 
Criteria for utilization Of AID Loan Funds
 
Vile Caja Central proposes that 30% of the $4.5 million loan be
.rated to the two S&L's in La Paz and 70% of the*. the loan be allocatedseven associations outsido La Paz. This is a distribution
.d 
on the fact that the S&L's outside La Paz are less developed
A-e most .n need of assistance. Based on the information avail:oncerniog the geographic composition of estimated demand, it is
-.
jved that the funds can be promptly utilized


* ' on this distributionalShould serious difficulties arise in placing all of the funds
xvated to a given city such funds could be reallocated to the La Paz
!A-
ri 
 absorbed without difficulty.
 
:t is proposed that up 25,
to of the funds reserved.! associations for the ir,(Jibe disbursed from the Caja..,a of evidence that the S&L 

to the S&L upon presen
..ize these funds. 

has projects and approved borrowers toThereafter the remaining 75% of the S&L quota
." be disbursed in the sanii proportion as the S&L's percentage in-Je in free saving s compared to the level of saving deposits as 
. SO, 1973. of 

s a condition jrucUdellt to first disbursemet, _. revised plan the Caja Cent--.:!- .,ifor the utilization_:ual S&L's savings gro,th 
of the AI) loan, including intargets, projected disbursements and criteriaS:ubsequent reallocation of unused S&L quotas.
 

":e purpose of conditionir, disbursements to the S&L on success,
Ive to previous savings mobilization, in attracting increasei savn.-,s
to maximize the incentive for the S&L's with the lowest savings
to increase their savings and (b) to :rovide supportof the CaJa Central to launch the 
to the ef

systemn
-ecessary to attain 
on the saving growthfinancial self-sufficiency by 1982.
 

ts noted that 
 the proposed 70/30 funds allocation"In S&L's outside ratio betweenLa Paz and the two in Paz-'tntwith the La is sonewhat ingeographic distribution
rejects shown of the .06.9 million backin Alnne.: 
-ofLa 

'.2, which sinows a 6/40 demaru saLitPaz. !iowtver, this demand backlog, isthe actual use not intended toof A:'Lfxids but-1 of the lon i 
rather to .justify the economicnwount ii.terms of effective dem;.nd.,ri:wlivil Caja !roe 

nased onh!v,.-::.I i 'th the Directors":Lide Ln Paz, of the 
r'inill 

t, (C-09 is con:i-P,:nt tie' there is more tian
the sco:.;. 
cities, to enable [-?4: of the funds to be',utsidc L t 1 Z. 



B. Project Backgrcnd
 

1. The Urban Sector 

It is estimated that the population of Bolivia in 1970 was 
4,658,000 which repre:crits un increa-m of 1'S,.. ' over the 1950 level of 
3,013,000. Over the sauwe pericd of time, the urban population, which
stood at 779,0()!I Ill i , increased by approximately 11 to its 1970 
level of' 1,652, Eu: urban uopulation has been growing". Bolivia's 
about twice us f'ust uL. he general population as a whole. The rapid 
expansion which has taken -lace in Bolivia's urban sector is illustrated 
in the follo0WiL.' table: 

Growth In Dhe lop1ulution Of The Principal Urban Centers 
Of Bolivia Between 1950-1970 (in thousands) 

Percentage iricreasq
City L950 1970 between 1950-19701/ 

La Paz *,,.)I 
Cochabamba dK6.CS 149.9 85 
Oruro 63.0 112.5 79 
Potosf 45.7 96.8 112 
Santa Cruz 42.7 124.9 192 
Sucre 4O.1 84.9 112 
'Turija 16.9 35.7 ill 
Trinidad 10.7 22.8 113 

j/ 1950 equals 1Or.
 

Source: Econc.ic Stu.st.,, ;AID/1olivia (1972) No. 13. 

for mostDuring this . .v,- . ':r *he part f,. o.ut anef'fective,-,.. I tuti,:':u, :2,.. :.., tc .aro'ilic for the a diltional hc,,....
required by this . :;.. .' , ur:anzttion. However, in 1964 the 
National of Iott,.o...-, , '.a' establishe...d by the GOB to 

:.provide low o:t. ..) ." -85;.i' .,r!, . ..." i-n 1966 the private 
, e r nm'1ja Centri , . .. .. .... ".. .r' ! Vii* u a (Caja * ) - -',

vrented Uy ,t.:, , " , "- '', . .,;• "~~;,i : f r t . .i d e f . :, 
1,Opiflutio:,, " ''.:1: , "". .... :, ( .. , :);.t,::t. hrie ,.* *' *:' ~-.
log.e(?her withI the ,, L :* :. " tou. ; Bourir, -n-ich p:'ovilJs h.vme 
.0.L.. t i) Wiim,- 1Q-0 Wc:.iilmmsimila..... fi ci n t. th ritionl tro .u.
ilottm;ii ] Boardl, whii,,. providex slurilr xinn.ngr to the ernployess of the 

http:Econc.ic
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petroleum industry, ar the principal institutions providing financing
 
for home construction or improvement in Bolivia.
 

Thus, during,the period between 1950-1970, Bolivia accumulated
 
a large urban housing shortage. It has been estimated by the Ministry
 
of Urban Affairs that there is an urban housing shortage of 1001000
 
living units which is increasing at 2.7 yearly. Based on the assump
tion that approximately 10-15% of the urban population falls within the
 
lower to upper middle income groups (the market focused on by the Caja
 
Central) and that the housing shortage is distributed fairly equally
 
among the various income groups, the urban shortage within the middle
 
income groups is estimated to range somew1BIr between 10,000 to 15,000
 
units.
 

(While this figure may overstate the actual middle income housing
 
deficit, there are no better sources available in Bolivia. There has
 
been, for example, an average of more than 2,500 new electric power
 
connections in the city of La Paz over the last five years. It is sus
pected that a major portion of these connections were for middle to 
upper income hising, but no data is available on the income breakdown 
of the new customers. A more important consideration for purposes 
of the proposed loan is the effective middle income demand for -i, 
housing to be provide:d undcr the proposed program; and as indicated 
in Annex C.2, there currently is a backlog of projects and home 
buyers which exceeds the amount cf the AID loan.) 

2. Prior AID Assistance 

Against the bhckrround of rapid urbanization described above, 
which includes the resulting housing deficit and the inadequate insti
tutional means to deal with the prcblem, AID hus provided a total of 
$2.2 million in seed capital and provided or authorized an additional 
$.6 million in the for-m of Housing Guarantees in order to help alleviate 
the housing shortage and, at the same time, to support the institutional 
development of the foliviai S&L System (See Annex C.3) 

The carliest loan assi-stanee prvideJ to a home financiz !:s-i
tution was made to "La lr'ie'a", the fir:-t S&L Association in _oivia. 
"La Primera" was.-nuthorized by a GOB Supreme Decree in September 1963 
and commencedI opcrat_7aon in June 1.964. ALD assistei 'La Primera" with 
two local curre, . l[an-.. .. .f";OCQ ( IAirl :,A 2o , Ct," .'(,1+6h) 
(August 1,]196) e,.h. the * :'o c,U5o, "L2- Pri:: ra" had approxi
mately $i.0 million j. i.ding (.aital az, had oper-d branches in San
ta Cruz, Cochabamba and Oruro. 

Subsequently;. two additional loans -were made to the Caja Central 
which was created in it:. prcsont form by GOD Law 0T 8 5 in April 1966. 
In June 1967, AJM si n.i ].o.al currency Loan 511-ThL-iC9 with the Caja 
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Central for the equivalent of US$1.0 million. TDiis loan was used for
subloans to the five S&L'z which were organized during the disbursement
period (including tir three "La Primera" branches outside La Paz which 
were organized as inJependent S-Lts in their respective cities). Further 
AID assistance has been provided by a loan for the local currency equivalent of US$500,000 (511-1,CL-1024, January 1969) and Housing Investment 
Guaranty 511-HG--003 in September 1969 for US$3.6 million. HousingThe 
Investment Guaranty funds were used entirely for the purchase of mortgages from the existing S&L associations. In addition, the Caja Cen
tral has been authorized a tjlS: 6.0 million Housing Investment Guaranty
(511-HG-oo4) for the first stage of the "Los Pinos" project, a large
housing development in La Paz. 
 Th.e "Los Pinos" project will be jointly

administered by the Caja Cent: a and the two S&L associations in La Paz. 

3. Past Activities of the S'L's 

Between 1964 whun "La Primera" initiated operations and 1971with the establisluiient of Paitit , tile nine member Bolivian S&L Asso
ciation was organized. As of December 31, 
 1972, the S&L system had
attracted 11,965 savers wno made net deposit.- (both free and "tied" 
savings) of 29.1 million Pesos Blivianos, equivalent to approximatel3


--US$--illion (See Table I, page 12 ). Between 1967 and 1972 _tne

number of savers in the system incteased at an average annual rate of

approximately 32% as 
 did net savings. It should be noted, however,

that in 1972 there :a. a net decrease in savings from the previous

end of year whici to aled 1.2 riillion Pesos Bolivianos (aDpro--sately
US$60,0001). 'his liecrease in savings appears to have been czuse

'by the October 27, 1972 currency devaluation which resulted in addi
tional, above normal withdrawals from S&L savings accounts 
 duriruz the 
last quart r of CY 72 o 
10.9 million Pesos Bolivianos (approximately

uS$ 54o,ou). A 

Witl respect to loan activity within the S&L system, 2,107 loans 
were made as of Decesde' 3], 1972 which amounted to 118.7 million Pesos

Bolivianos eqivjilent to i-tpp'oxiniately $9.9 miliior2 / (See Table 7I,


Page 12 ). Between _966 anl i97;, the n'.,-ber of lourins granted andJ the 
announts lent by the ShcL syste~m increased at an average arual rate
approxinately- 3j6. T'u;:, durig4 : Lhe period 

of 
of 1966-1972, over 2,000homes were improvcd or constructed wiLh loans made by the Bolivian S&L

System as shown in the follcwi).; Tabje: 

_/ converted at 20:1, the prevailing rate at time of withdrawal. 
2/ converted at 12:1., th prev&iling rate .at time loans made. 
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TABLE # I: Number of Savings' Depositors & Amount Deposited in
 
the Boliviafi S&L Syst,.'m between 1967-1972
 

(in millions of pesos)
 

Dec. 31 Dec. 31 1Dec. 31 
 Dec. 31l Dec. 31 Dec. 311967 1 9 "6 -19__) 1970 1971 1972
ASSOCIATIONS No.of No.of
Net Net No.of Net No-of Net No.oof Net No.of Net

depos- de- depos- de- depos- dep jdepos- de-
 depos- de- depos- de
itors pos. itors 1os. s pos.-nos. itors o itors itors nos.
 

La Primera 2,502 5.7 3,361 7.9 3,995 10.5 3,456 11.2 5,751 
14.2 5,839 13.3
La Promotora 245 250
.5 .8 423 1.3 540 2.0 646 2.9 697 4.7
 
Guapay 289 .5 380 1.0 425 
 1.3 
 494 2.0 623 2.3 761 1.9

El Progreso 
 443 .6' 582 1.1 751 1.8 1,010 2.8 1,244 3.7 1,254 2.1

TariJa 150 .1 186 
 .1 365 .4 495 1.0 647 1.5 745 2.0
Potosf - - 137 .2. 235 362.3 ..8 383 .8 447 1.1
La Plata 
 231 .5 270 .9 353 1.2 353 .8

La Paz 
 - - 1,112 1.7 1,315 3.4 1,397 2.7
 
Paititi 
 - - - 292 .2 472 .5 

TOTAL 3,629 7.3 4,896 Ii.0 6,425 16.0 7,739 22.31 4254 30.3 
14965 29.1Y! 
1/ Includes approximatei 5.5 millioh Pesos Bolivianos of "tied" savinf . 

TABLE I: Number and AmoLut of Loans Made by the Bolivian 
S&L System betweern 1967-1972 

(in millions of pesos) 

IDec. 31 Dec. 31 
 Dec. 31 IDec. 31 Dec. 31 IDec. 31ASSOCIATIONS 6 1968 1970
6 1971 
No. of Cur. No.cr Cua. No.of Cure. No.of Cum. No.of No.ofCum. Cure.

Loans Amt. I-)ans Amt. Loains lait. Loens Amt. Loans Amt. Loans Amt.
 

La Primera 338 17.0 436 22.61 481 25.3 576 32.1 690 37.4 834 44.0La Promotora 43 2.4 
 62 3.6 75 4.4 148 7.6 219 11.9 265 14.9

Guapay 36 55 65
2.0 3.4 4.2 101. 6.8 142 9.7 247 17.0

El Progreso 
 44 1.9 60 2.9 100 4.4 157 7.3 241 11.2 279 16.8

Tarija -  4 .2 12 .4 43 1.9 94 4.1 148 6.5

Poto , . . 1
.  26 1.2 49 2.0 78 3.1

Lai Planta .6
.. . .3 30 1.6 52 2.7 68 3. 9LaPaz -" 
 - - - 79 4.6 154 10.3 
Paititi  - - -

-

I 
-

- -  34 i.n, 

TOTAL 46123. 578 32.ij 740?901,081 58.5 1,566 83.6 2,1- iJ.7 

SOURCE: December 31 QuarterlyIRerort of the .rolivianSystem of Savings unr] Loanso-I7
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Number of Houses Financed by the S&L System Since
 
the Initiation of the Caja Central
 

Years Number of Houses
 

1966 140 
1967 318 
1968 169 
J.969 115 
1970 339 
1971 485 
1972 541 

Total 2,107 

Source: Caja Central
 

4. Other Sources of Home Financing
 

At present, besides the S&L system, there are several other 
Bolivian institutions which provide home financing to various special 

sejos ,.icional de Vivienda (COliAVI)., the National Mining Housing- Board 
and the National Petroleu".i Housing Bo'.rd. In addition, the conercial 
bank.'.ng institutions are providii' home financing. 

CONAVI, a GOB agency, has the responsibility for providing low
cost housing for lower-income families employed by the Goverr~ent. 
CONAVI obtains its capital frcm several sources which include a tax 
paid by the employer equivalent to 2% of the employee's salary and a
 
0.7% tax applied to the !leof the :iinufaeturin'- in-ustry. However, 
the major source of COUAVI's financing: has c from two Inter-American. 
Development Bank ( DB) loans: the first negotiated in 1963 for $Y,,C,, 
and the second in 1967 for Us$5500, 000. Both loans are on concessional 
terms requiring repayment in ?0 years and annual interest payments of 
2 and 3% respectively.
 

CONAVI's loans which are generally repayable in 20 years at 6, interec 
for single fami-ly dwellings and 8% for multi-family, condominiu style 
apartments, have been used to built approyinately 6,'00 low cost livin. 
units since- 1964. 

The National M1r.inin... anduJ!n1 lousing .hve i re,-;d Potrolci Bcrds 
ponsibility of providing housing to the workers in the mining anl petroleum 
industries. The principn]. source o ic.e for t. housin 1z..... 
a tax paid by the employer equivalent to 211 of the worker's salar-y. Dir
ing the life of these two institutions, they have financed approxirmately
900 living units with 20 year repayable- lcans which carry annual interest 
or' 6%. 

http:bank.'.ng
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The Bolivian commercial banking institutions have at their 
,. a limited amount of funds from the Special Fund for Economic 
S, ent (the Special Fund) which can be used for financing home 

*..ution. These funds, which have been generated from Lhe re
•t of previous AID loans (511-L-O14, 029, and 031) that were
 

Stiated with the Corporacion Minera de Bolivia (CONIBOL) and the
 
-.- Nacional de Electricidad (EDE) have been made available to
 
... mercial bankzing institutions fnr relending for various deve

.,,ntal activities in the areas of Industry, Agriculture and Cattle, 
-:tation, Minin and Construction which includes the completion of 
construction. As of December 31, 1972, approximately 223.9 

._ion Pesos Bolivianos had been disbursed from the Special Fund. 
:: ..s amount, approximately 65 million Pesos Bolivianos had Tone 
•,o financing 1966. These funds are made available tohmne since 


t orrower at 10% interest per annu, principal repayable in
 
* jeers. 

These loans carry no maintenance of value provisions or incur
& :e. Since these loans are for completion of construction (or in 
e cases expansion), th! effective collateral requirement is on t!,e 
.-r of 50% (home value plus land). In many cases the homes being. 

from.incedthis "r'- .oilewh54 -- - - - - -- - - - - ,,,
 

a the -ceu Approximately 600 living units have
by *,t* sys'.cr. 

-. r completed with f'Inancing from the Special Fund. 

utST AVAILABLE COpW 
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C. Project Justification
 

1. Place in Country Program 

AID has long had an interest in establishing the institutional 
capacity within Bolivia to provide housing for the middle and lower 
middle income sectors. Tliere are various reasons for this interest: 
Bolivia is f'aecd with a .1i ige and increasing housing shortage and the 
small but imuortant middle cliss can iieither build their houses nor 
buy them on the open market without institutional assistance; adequate
housing will give the homeownr a direct interest in his countr 's 
economic and po1i.tical stability; and, increased construction activity
will have a !3ignificant offect on the economy in terms of' jobs a:nd 
materials and an indirec t inmactL on stimulating entrepreneurial 
activity. The broader goal LU waiich this project will contribute is the 
encouragement and strengthening of the capacity of private financial 
institutions to contribute to Bolivia's social and economic development. 

Government sponsored housing programs have primarily served the 
needs of miners and otIer groups of ,.orkers, and with limited s-ccess. 
The only institution which provides long term housing finance for the 

savings and loan (S&L) system, directed by the Caja Central. The S&L 
system has been supportcd by AID fraxn its inception in 1963, with 
small local currency loans ard two housing inve stient guaranties. (See 
Project Background above). This assistance, anile invaluable in the 
early formation of the S&L system, Ifas been insufficient to create the 
necessary condition, for the system to become viable arki independent
of outside support. The continuing Mission interest in assistance to 
the S&L system is shown in the current Bolivia CASP and USAD/Boliia 
Field Budge! ',;r.mission which wans presente to A!t/W in July !912. 
Reflecting the policy stated above, they establish assistance to the 
S&L System as proposed in this Capital Assistance 1aper as one of the 
priorities for AID lending in Bolivia. 

2. Rationale for a Di,'ect AID Ioan 

Section 222 (u) of the FAA as amended provides that the 
President shall assist in the develolnaent of savings and loan type 
institutions in Latin Aerican contries. In the past, AID has 
provided both dirct.Ls..;m -. housi,< investment iuarantfes for the 
cstablishment ,n! -tceLti:,'iiil' of s','ste:s in ,.leven Latin i'_eri 
countries. Tice 'J, y. tei in. Dciv-In has received two housing invest
ment guaranti:s :- however, w4int the Caja Central needs, in addition to 
mobilizing., more ;nvini." ad ilercas, n the volume of mortgace lending, 
iv to inreuse its- onl!a Ji.ation to a level sufficient to protect the 

http:dirct.Ls
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,ysteI, against the ri:,;S inherent in mortgage lending when a largeproportion of the system liabilities 
are dollar denominated.
the basic rationale for the direct AID loan; 

This is 
for only a coneessionalloan can provide the intere.t spread to the Caja (and the S&L's)necessary to assure adequate capitalization of the Caja and to enable
all of the S&L'sio operate profitably. 

In addition, the achievement of the project purpose will enablethe system to meet the hou;ing needs of an ever-increasing proportionof the middle and lower-middle income population,provide a permanent and at the same timesource of employment for the constructionthe latter being a continuing trades,concern within the realm of politicaleconomy for both the Bolivian and the United States Governments.
 



SECT£ION II - PR=T ANALYSIS17 

A. Institutional Analysis: 
 Caja Central and S&L Associations
 

1. Caja Central.de Ahorros y Prestamo para la Vivienda
 

a. Functions
 

The Caja Central was established in 1966 by Decree Law
 
No.07585 as the private central home loan bank for the Bolivian S&L
 
System. Under this enabling legislation the Caja enjoys the follow
ing attributes:
 

Banking
 

- To act as the borrowing agcnt for the savings and loan system, both
 
with regard to local and foreign sources of finance.
 

-
 To be the primary lending agency for the individual associations
 
comprising the savings and loan system.
 

- To perform other banking services for individual associations, such
 
as to receive deposits from them, guarantee their borrowings from
 
third parties, do mortgage loan banking, etc.
 

Insurance
 

-
 To provide savings deposit insurance..
 

- To provide mortgage loan (FHA) insurance.
 

- To provide individual or group credit life, accident and health,

and unemployment insurn ce; 
 as well as hazards and property
 
insurance.
 

Promotion
 

- To charter new associations.
 

- To promote savings within the system.
 

Regulation
 

- To establish regulations to rule the activities of associations
 
within the system.
 

- To establish interest. ra tes and other limits affecting the
 
nssociations.
 

- To determine the moneiary correction limits affecting the 
associations. 

http:Central.de
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Supervision
 

- To supervise the activities and operations of individual associations.
 

- To intervene in the management of individurl associations as and when
 
warranted by circumstances.
 

The Caja Central carries out the above responsibilities
 
through four organizational units: the finance department;
 
the supervision and insurance department; the technical department;
 
and the legal department (see Organization Chart in Annex B). Currently
 
the Caja Central has a total of 15 employees; 2 in the finance department; 
4 in the legal department; 3 in the combined insurance and supervision 
department; 2 in the technical department; 3 messengers; and the 

'
Executive President. The Caja Central s actual budget of $b.9.4 million
 
(us$ 47,000) for CY 1973 is shown in Annex C. To carry out its role in 
the proposed program, the Coja Central is plarming to expand its profes
sional staff by adding 3 positions in the technical department and one in 
the finance department, and by creating a full time promotion/advertising 
position and a full time internal audit position. The projected 1974 
budget of $b.10.24 million is also shown in Annex C. 

The Board of Directors of the Caja Central is composed of
 
_ _ -. .. bb ' J k uat7on 3 an d o n e s e l e t ed -


by the Minister of Finance. The President of the Board is elected by
 
the Board members for P reri-ccd of three years and may be reelected. 
The current President, Mr. ?rnes.Jo Wende, i.s also Executive President 
of the Caja. Mr. Wende organTized Bolivia's first S JIassociation prior 
to the creation of the Caja Central, and is in lrge part responsible 
for bringing the.private S&L system in Bolivia to where it is today.
 

The CaJa Central, and the S&L'§ are under the supervision
of the Superintendency of Bvnks, which is currently exercized by the 
Examination Department. 

b. Strengths of the Bolivia SF&L System
 

At AIDts request, a study of the present condition enrd 
future needs of the Bolivian S&L System was carried out in March 1973 
by Claude Bovet, .x-President. .f the Peruvian S&L System. Mr. Bovet 
found that the overall system- was soundly organized and operated and 
that it enjoyed the followin-accomplishmcn ts and advntges: 

- Existing savings and !o-in ].ej.iation is comprehensive and tlhe sysrk:n 
faces no serious legal imped]..cnts. 

- Instruments aailbl t: the system such as readjustent of acounts, 
high interest rates, prcuotionral devices, and personal service, give 
it a competitive cure over other financial institutions in the attrac
tion of savings depos.it:s. This is also true to a great extent in
 
Lhe lending field.
 



- The CaJa Central is well organized and adequately staffed, as are,
 
on the whole, the individual asso iations within the system.
 

- The quality of developments and houses financed by the system, as
 
well as their volume and geographic O:'spersion, provide the indivi
dual associations .ith a positive public and political image. 

- The system has adjusted well to the October 1972 monetary devaluation, 
by readjustment of the associations' asset and liability accounts, 
despite the magnitude and suddenness of the required correction. 

- Technical assistance has been obtained and utilized well by the system. 

Mr. Bovet concluded thnt a basically sound institutional 
base for accelerated growth has been developed by the Caja Centrral and 
the S&L system. The pre.;ent SJ. aystcm is based on the concepL of 
decentralization with financiallv and operationally strong individual 
associations. This concept should be continued and strengthened. It 
maximizes the advantages of lccal initiative and expertise, together
 
with the benefits of diverse exrerimcntatiori end solutions. It pro
motes a healthy degree c4f co:petition between a-usocintions. Care ,ril 
be taken in execution of the loan progzrams to ensure that the benefits 
are spread equitably to the entire syste throughout Bolivia. 

There are, hoiever, e few areas where a degree of centra
lization miht b' ahdlvisable. As indicated below, technical assistance
 
will be provided tuny to
the !.ssibility of centralizing activities in
 
the following fie].d(aee also page 22):
 

- Mortgage loan and savings account processing, data processing and 

other accounting requirements. 

- System advertising and public relations. 

- Land development and construction lending. 

At the operntir, level, by centralizing the above functions, 
the system would obtain econn:;mies of scale and of specialization. This 
would be ivlporavt trti.uarlyrissocia,;ions outside the Le Paz area,to 
where the professionel staff anO peciaiized supporting elements required
in their activities const, ute q heavy burden on their overhead expenses. 

c. Roe il the Pr-p;),,n P.ro;.;ra-

As the Borlowcr i fh*.A-D an, the basic role of -he Ca2,a 
Central is to insure t.he a,1. iev'm-nt of the project purpose. The pre
liminary allocation plan f.r (he AID loan funds was designed by the Caja 
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Central with the objective of strengthening the smaller associations 
and bringing all the associations to the point of financial self-sui'
ficiency. The Caja Central vill also monitor, together uith USAID/P
the progress of the individual associations in meeting their respective

savings growth targets. Disbursements to the associations will be
 
subject to an evaluation of their efforts to promote savings and their
 
success in actually attracting them.
 

Another major role of the Caja theCentral in proposed
program is the design and execution of the overall savings promotion 
program to be undertaken. A well-conceived savings promotion program

is essential to the long run success of the project.
 

d. Insurance Offered by the Caja Central
 

The Caja Central present]y provies FTIA type as well as

mortgage-life insurance to the 9 S&L associations in the system. It
 
is also studying the possibility of offering savings deposit insurance
 
to the members of the S&L associations in the future.
 

1) FIH Insurance 

oflliie pu'poe o: insuirance in the U.S. has been to 
protect the home finas.:in. irnstit ution against a loss caused by the
 
default of the mortga3.i-e and to orovide the financial institution
 
with mortgages ,hich -on b c mil, marketed for capital 
since they meer. 
standard YEA criteria. The Caja Central is providing FHA type insurance
for these same Pu.To:es in Bolivia, i.e., the insurance protects the S1L 
associations from raortgagee and provides thatdefault mortgages can be
purchased and sold by she Caja Central to U.S. investors under the AID
 
guarantee program. 

The premium charged by the Caja Central is 1/2 of 1%,
yearly on the unpaid br.... ce of the loan. As of December 32, .972 
approximately 230J0CO Pesos Bclivianos had been said into the M 
reserve account against Cltt: l omount of insurance in force of appro
ximately 101.8 mirllion sr.; E !ivi tno,. BThed on te A-ril J972 
findings of a mortgacige insurance sj.ecialist J, the present FHiA reserve 
appears sufficient, Pspecially onen one takes into account the decrease 
in the reserve to total incourance-in-force ratio and the minimal total 
claims of 9,000 .Pesos Foliviciius< ,lnid out to a te. (1'or further in
foan1 tion (n th . te .p.esz fciA'.lLc- by the Caja 
Section II, A.a.) 

7., ,,n Central see 

rhllas Bennci:T t ,n~z the Bl].ivlan Savings andLoan System

and the Caj. Cent.ui ,eAhorros y Pistmos parea1Vivienda
 
(April 1972).
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2) Mortgage-Life Insurance 

The purpose of mortgage-life insurance is to pay off
 
a mortgage obligation in the event of 1) total incapacitation of the
 
mortgagee caused by accident, or 2) death of the mortgagee. Thus,
in the event of either of these occurences, the unpaid balance of the
 
mortgage is paid by the Caja Central and clear title is passed to the
 
beneficiary chosen by the mortgagee.
 

However, before a loan applicant can obtain mortgage
life insurance, he must fill out a Declaration of Health Form giving

pertinent information regarding his and his familyts medical history

and his state of health. In addition, he must pass a medical examin
ation given by a doctor acceptable to the Caja Central. 
 When these

procedures are satisfactorily completed, the Caja Central can 
insure

the applicant for up to the difference between his actual age and 65.


.Thus, a man 50 years of age can obtain, as a maximum, a 15 year

bouslng loan and insurance policy.
 

-For mortgage-life in-urance, the Caja Central charges
a premium equal to 1% of the face value of the loan which is maintai..cd
 over the loan's life. As of December 31, 1972, the Caja had set aside

$b 1,000,000 in the Capital Insurance Fund which was established - --

-me etlr--h--iitial capital requirements prescribed by the GOD for insuran
 
operations. 
In addition to Lhese funds, the Caja Central's Mortgage-

Life Reserve Account contained 1b 1,100,607 at the end of 1972. This
amount is considered sufficient, based on actuarial calculations, to
 
cover named contingencies.
 

3) Saving Deposit Insurance
 

Deposit insurance provides a guarantee to the saver

that his deposits vill be returned to him upon request even if the

savings institution fails. 
 This type of insurance has been a positive
asset to savings institutions for it assists them in their promotion of
savings deposits by allowing thc(m 
 to advertise that their depositor's

savings are insured safe against all loss. 

The C-Ja Central 's u;ticd to provide d rosit
insurance in d,!c:.ee ,~ .:ic~ rentr:,i I he Cnja Central.the ( ) ~ -hJ.c .:t t
other Bolivian sa-inL-_ :-:i.i on has such).ros.ntl.v n authorization.
The Caja Central is now considering the possibility of introducing this 
type of insurance to the 9 S&L nssociatins. The ofcost the premitun"ould be 1/4 of 1% annually'to the S&L associations on the average value 

http:d,!c:.ee
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of savings deposits held during the year. The deposits would be
 
insured up to 50,000 Pesos Bolivianos against any risk or loss. Thus,
 
savings deposit insurance'could be an important part of a strategy of
 
savings promotion which the Caja Central and the S&L association is
 
contemplating.
 

e. Technical Assistance Program for the Caja Central
 

A preliminary plan for technical assistance has been agreed
 
upon with the Caja Central. It is presently contemplated that assis
tance will be provided in the following areas:
 

- Development of an operational manual to standardize all S&L operations, 
including auditing and administrative and control systems. 

Development of a centralized service bureau which could carry out
 
certain functions on a centralized baSis such as land development and
 
construction lending; 
mortgage loan and savings account servicing,
 
data processing and other accounting requirements; and system
 
advertising and public relations*.
 

- Development of a plan for mechanized accounting for the Caja Central
 
and the S&L system to ennInle them to .f ' ,2. ......
 

- Development of stana'rdized construction supervision and control 

systems.
 

- Development of a Deposit Insurance Program. 

- Savings Promotion. 

The types of srecialists and sources for obtaining such
 
assistance are described further in Section III.A.2.
 

2. The Savings and Lan S&L) Associations
 

A savings and loan association is a financial institution char
tered expressly to accept sa-rings deposits from the public an-, to invest
 
these funds in long tera residential mortgage loans. The niro-S-L
 
associations tha- make up the Bolivian system are not-for-profit-utua1 
associations owned and controlled solely by their merber-saver!c. (A
stock association by conrazf. §s:;.ces canital stock to the investor-o'nerz 
who provide ttie initial Perat n-,; capital for th . corporation.) 

As indicated in Section I.B.3, the nine 'UL's have financed 9 
total of 2,107 home lon: .ince the system was forned in 1966; in 1972, 
they financed 541 home lonns. 
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a. 	Organization and Management
 

The 	typical S&L is controlled by a Board of Directors which
is elected by the member-savers. 
 One of the primary responsibilities
of the Board is to approve mortgage loans recommended by the S&L Manager.
The organizational units of a SL.L include the following: 
Loan Department,
Technical Department, Legal Depart:ment,
Department. 	 Accounting Department and SavingsAll of these operations are coordinated and supervised by
the S&L Manager.
 

b. 	 Mortgage Lending Procedures 

The mortgang lending procedures utilized by the SL's arebased in large pirt -:,U.S. FY. 	 credit underwriti. -rncedures.fact the proedures are 	 Inn]!,LLd '1- "Fm Standard" 2,s inThe 	 Bolivian FHA Syst.. Srish. -mw; ,xnmi ed by Lblns ie:uwitz, Asistant VicePresident of thr, U.S. 'C,.ringsanrid 
Lcan League, in Aril 1972 	and f dto be soundly conceived. For this reason, only fhe main elements.willbe 	 described belo. 

1) Loan Approvrl ?:'ocess
 

.. over .-.
....
 y be seek- :., a loa. ,o bu, orbuild a house jn 
 l"lr: ad, owried or tosponsored by a huIL 	 buy a hou:;, in a deveor.m.t
-,. In 
 zase, !"tChe"
.	 p-ospective borrwe
have a vin...". . .. I" qz" '.0
'? " L "" l,.sa t *,quested aind ::.ast 	 of th, l an!-'"vI!e"he 	I'ollowi infor'.tioon 'nd meet "; 	following
requiremen , :. 

- Amount and Purp, usef the proposed !onn.
 

- .d1:.Tnceth :. - ineylc
Family c'1:us Io,.n a c, farr e is sufficient to
 
amortize pror/)sed loan.
 

- Evidercie '.hnt nnily,, nis. -.ther hc-.. 
- Evider an ri.'.ce _ t.h 
 !,-"I' s fo r :10rtg a(;Q life 

-	 E'vidence that rilican
 t.is in good health and :nn qualify for life
 
insuranc.
 

- Evidence of .,a." ;, i I r' : mu::1aI "rrzvn2 of plans, the
applicant "nnts to bu[lci his .sc on land n!-'id. owned.
 
Three C ofoI. L,1 tch1i 
:lspecifications, budget and construction 
chronogram.
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In order to aoid the expenditure of unnecessary time

and effort, on the part of applicants and the associations, the S&L
 
requires confirmation by the applicant in a pre-appli"cation form that
 
he can meet all of the above requirements. After the S&L verifies
 
that the applicant appears to be able to qualify for e loan, the appli
cant is requested to present the formal ap.propriate documentation
 
necessary to fulfill the specific requirements.
 

Both the technical specifications and the budget must be
signed by the proposed builder and the applicant, and found satisfactory

by the S&L's engineer or architect. The proposed builder must also be

known to the S&L technical department and be judged competent to carry

out the project.
 

As soon as all of the required documents are subriitted,
the Loan Department fills out a standnrd loan application form (IFA Form 1)
which is signed by the applicant. Tie Loan Department also completes
the credit analysis and request for insurance commitment form (FHA Form 3).

All technical plans, specifications) budgets, etc. are sent to the Tech
nical Department. 
 The Tcehnical Department analyzes this information

and records its findings in the Technical Report (F!Y Form 2). The Legal

Department carries out a similar review of all legal docurrents.
 

If the credit analysis and the technical and legal re
ports are satisfactory, the Loan Department verifies that the applicant

has the required. 157 on deposit in the forn 1ied
of or reciprocql s vings,

and then bills the applicant for the 3% closing fee. The S&,L Mannger
then presents the application to the S&L Board of Directors for formal
 
approval of the loan. 
 After the loan is approved, 'he SL sends a

complete set of Mh forms on the loan to the Caja Central requesting a 
mortgage and life insurance commitment. Once this is received from

the Caja Central, the S&L prepares 'ie loan agreement; the loan is
 
secured by a first mortgage on the property. After execution and

registration of the mortgage loan, 1he Caja Central issues the FHA mor-Lgage
and life insurance, and the construction contract i.: signed with the 
builder. (Disbursement procedures are described in paragraph (3) below.) 

The Bollian MAh System serves t:o functions: (a) onthe one hand, it insures the member as sociations loss because of
default by the mortgagee; and (b) it provides the Cija Central with
marketable mortgages with some known grade of qcuolity, whichimve been,
and can be, packaged and sold 'o U.S. irivrstsruz er the Housinr InvsZt
ment Guaranty Proigram. 3uyers of ;-n-,s not wo!nt to lookucr do a- each 
and every loan they buy. The fact that the Bolivian loans carry FIThtrpe

insurance indicates- to the buyer that there is need to makeno detailed
investigations of each mortgage offered. That F}I criteria has been used 
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in the review of these loans and that they have been found to qualify
 
for insurance is sufficient for most investors. The investor is
 
actually buying the FIR insurance and the knorn underwriting standards
 
that go along with this insurance. Also in the riot too distant future
 
the Caja Central May want to issue bonds or debentures backed by a pool
 
or group of mortgages. This can only be accomplished if the mortgages
 
in these groups are M insured.
 

2) Housing Project Approval Procedures
 

Fo2 housing projects sponsored by private builders and/
 
or the S&L and a builder, the Caja Central has a standardized system
 
of review to determine whether to issue a mortgage insurance commitment
 
for the project. The following information is submitted by the S&L
 
to the Caja Central for this purpose;
 

- name of project
 

- type (multifamily building or single family homes)
 

- description of differ,'niL 'oypes of units 

-e 
- gacncral descripLion af prm.ect, including k.o?.ian.. size Inof 

.~**-~~*..- - j-~ircii nd corr.iui! Lj- t±icus-,-Lmrt 
estimate, period oI' ctL:rlstrucLion, proposed builder, owner of land 
and how i. will be fLianaccd, and nunber of families to be beilefitei 

- project location; in relfition Lo schools, churches, markets, places 

of work, transportation facilities, etc.
 

- availability of nktilities 

- market study of potential buyers 

- complete technical study of pro.jeet, including site plan, designs, 
technical specifications, structural calculations, construction plans, 
disaggregated cost esUimNtes, soil studies, and all other relevant 
technical details 

-- analysis of all unit prices for items of construction
 

- breakdown of local and imported inputs 

- construction schedulf. and proposed disbursement schedule 

- report evidercirin clear Inn, title 

- report on finar-ini solvency and experience of (and proposed guaranties 
from) builder 



- report containing analysis . -. 1-of project by the Technical
 
Department of the S&L, .as well 
 f::;,:oval of plans by the mullicipality
 

- approval of the project by the -L .-ard of Directors.
 

The above infor; ' - -.:;analyzed by the Caja Central andif there is no problem found, the -.- -n-tral issues an Insurance Commit
ment for the project; and tho :.the >oceeds with the promotion of

the project. As soon as the SL 
 o- selected for the project have 
all deposited the required 15% : rings, the S&L remits individual 
FHA forms to the Caja Central to .- :.e specific Insurance Commitmentrelating to the respective indivil -; ers. Thereafter, the mortgage

loan contract and the construction 't-.--- . are executed. 

3) Construction InzrSe ti-7 s-nd Disbursement Procedures 

Once the project is umqe-_- construction, the work is

supervised by an architect or engineer r:-loyed by the S&L financing 
the project.
 

This inaividual !L, -. ble for preparing periodic
reports on construction progress anal Q/-. 
 *:y of work in place, as well_.... 

The S&L retainz Dl of e-h payment to the builder as aguaranty of proper construatl i . Thi :-aranty is returned to the

builder 90 days after the project 
has .eet completed, if no defects in
 
the construction occurred
nave during tree period. 

3.. Managerial and Technical Ccracity'dditional Staffing 
Requirements
 

The managerial and technical crl.ecity of the Caja Central itselfand that of the nine Savings and rarn aszociations it supports appear
adequate for the volume of loans the zyzem is processing at this time.

This capacity has 
 been built up in resr onse t.o an increase in loan 
volume from 140 loans in 1966 to 541 loar.z in 1972. 

As described in Section II.A.l. i,:zve, the Dija Central itself 
has a small staff consistind of 15 emplo-yes, 7 of which are professionals.
The largest S&L association within the yzem, iz Primera inI Paz,
operates with a staf'f of 2:L-..,... e the staff the smallerof other 
associations rangs irom tofive len. i. all cases, however, a Gncrn!
Manager is on bonrd on a 
u.l . .- ad he c1rri!es on the dual role
of General Administrator arld Super'visor of all onerations as well as that
of Chief koa. Off.cer. Also :1l, ci:.: an rchitect or an engineer is
employed directly by each isociatiotl on a full tirae or part time basis 
to verify estimatesof cost and monitor and certify construction. 

QEsr AVAJLe 0 
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It is the opinion of the Project Committee that the current
 
managerial and technical expertise available within the system is
 
adequate both in terms of quality and quantity. The question remains
 
as to whether this staff would be capable of processing the additional
 
workload generated by funds to be introduced into the system from this
 
loan, including the GOB contribution, the Los Pinos project in La Paz
 
and the projected increase in savings expected over the next three
 
years. To illustrate this potential workload, the following table
 
was devised showing the approximate number of loans per month each S&L
 
associatio is expected to be handling during the three year life of
 
the loan lJ:
 

Per Month 74-77 74-77 Total
 
S&L 1972 1974-1977 USAID Loan Los Pinos 74-77
 

ia Primera (La Paz) 10 13 8 8 29 
LaPaz(LaPaz) 9 12 6 8 26 
Oruro 3 4 3 - 7 
Cochabamba 4 5 5 - 10 
Santa Cruz 9 12 11 - 23 
Tarija 4 .5 5 - 10 
Potosf 3 4 3 - 7 
Suare 2 3 3 - 6 
Trinidad 1 __P_ 2 - 4 

-- Tf-t±s (-(monthly) 45 60 -- 46 16 122 

The table indicates, then, that the two S&L associations located
 
in La Paz and the one in Santa Cruz will most likely .require additional
 
managerial and technical staff due to the pro.jected increase. The re
maining S&L associatins, however, are not operating to capacity at this
 
time and the projected increase will require no additional personnel,
 
although architects now associated with these institutions on a part time
 
basis will need to attend to association business full time.
 

The Caja Central itself also will need to expand its managerial
 
and technical staff since its work load is expected to more than double
 
from its 1972 average of 45 loans per month to 122 loans per month during
 
the life of the loan.
 

As a condition precedent to first disbursement, the Caja Central 
shall submit a time-phased plan for the acquisition of the additional staff 
for both the Caja Central and the ScL's in La Paz arid Santa Cruz. It is 
estimated that the add-ition of one loan officer and one architect or 

l/ Assuming that loan fundz are disbursed over a 3.year period, 3C in 
La Paz and 7010 rest c 2olivia. To be conservative, an average 
mortgage of $5,000 Der Lunit is used although this is nearer to the lower 
end of the loan range according to the Caja Central.
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englneer will be required in these associations. In any event, all
 
necessary staff additions shall have been made by the end of CY 1974
 
in order to obtain AID loan disbursements in subsequent years.
 

Based on a review of the past level of lending activity by the
 
respective associations and of their current staffing levels, the Project
 
Committee believes that the Caja Central and the S&L's will have the
 
technical and managerial capacity to carry out the proposed program in 
a satisfactory manner with the staff additions described above.
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B. Financial Analysis
 

1. Summary Cost Estimate and Financial Plan
 

(us$ 000's) 

SOURCE
 
UTILIZATION OF LOAN FUNDS AID LOAN GOB LOAN TOTAL
 

Mortgage Lending 4,500 2,000 6,500 
Savings Promotion Program 400 400 
Office Relocation and Improvements 600 600 
Insurance ;iquidity Reserve 50 50 
Training 2/ 170 170
 
Technical Assistance 1/ 100
i00 

Accounting Equipment a! 180 180 

6z00 210_
 

i/ The CB loan has already been disbursed and therefore was not
 
available for the non-mortgage lending costs of the program.
 
However, the fundirig source for such costs is essentially an
 
attribution question; the net effect of the two loans will be
 
to provide for the system a total of $6.5 millio, for mortgage
 
lending at an average cost of 3.23%.
 

2 US dollar costs estimated at a total of $450,O00.
 

Cost US 000's

Source Total Fy. :9T41975 D76_ 

AID Loan 6,o00 -- 2,693 2,123 1, ]84 
GOB Lotm .0Co,, . ,[0-_ 300 -- --

IO'TAL_ 9 1.184_ 
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2. 
Analysis of Elements Included in the Financial Plan
 

a. Savings Promotion Program
 

(The savings promotion plan which is being contemplated by

the Ca

I.A.,.i 

a Central and the S&L associations is described in Section
 

b. Office Relocations and Improvements
 

ol' 
The Caja Central has proposed that uppro_:imatel, $6-oo,00Lhe $6.0 million loai Ijc used Lo finarice 

land acquisition and the construction of new office facilities for eachof the S&L associations (except for "La Primera"). A portion of thesefunds would also be used to purchase new office furniture for theassociations. It is generally agreed that one of the main factors
which has hindered the growth of the Bolivian S&L System has been the
poor location of their offices which are 
found on either the second
floor or in offices where the public has no direct access. 
In addition,
due to low initial capitalization, the S&L offices still lack adequate
furniture, lighting systems and "ambiente" which are attractive for thegeneral public and the personnel which work in them. In his report
dated March 9, 1973, on the Bolivian S&L System, Claude Bovet strongly
ieco6iiended to the Caja Central that they "give immediate attention tothe relocation and irapovement of existing offices". 

The managenent of the CaJa Central believes that unless
the S&L System develops a better public image, one that gives the
impression of financial soundness (which can be enhanced with new, more
strategically located and attractive offices) the savings promotion
campaign, which is an iiiportant facet of the loan project, will be less
than fully succc'u!,Tul. 70 utilization of COB 
 loan funds for improving
S&L office locations and facilities, then, is considered an 
important
and integral part of this overall strategy of savings deposit promotion. 

In several instances, the S&L's are planning to constructmulti-story buildings and utilizing the lower floor for their officeswhile selling thee upper floors on a condominium basis to various business enterprises. "La Primera", the largest S&L in the system,already initiated its building construction plans. Several years 
has 

the association purchased 
go

l.mid in the center city area of La Paz whichit is presently cWinrtn,. ;;ith outside finnncial backing, theassociation is pic-nnirig --o in itatc construction of its $b.24,OCO,nOOO(approximately USi, 2C,0CC.), 20- -t6ry office building in October,
1973. 
The construction period should last approximately two years.
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The following table contains reasonably firm estimates,
 
prepared by the Caja Central and the S&L's, of the costs of land, office
 
construction and furniture for the other S&L association from the GOB
 
loan.
 

(In Pesos BoLvianos)
 

Cost of Cost of
 
Cost of Office Office
 

Association land Const. Furniture Total
 

La Primera - - 120,000 120,000 
La Paz 700,000 900,000 120,000 1,720,000 
La Promotora 400,000 750:,0)0 100,000 1,250,000 
El Progreso 500,000 750,000 100,000 1,350,OO0 
Guapay 400,000 750,OO 100,000 1,250,0 
Potos 300,000 750,000 100,000 1,150,000 
La Plata 300,000 600,000 120,000 1,020,0OO 
Tarija 300,000 600,000 120,000 1,020,000 
Paitit 250,000 120,000 1,120,000 
Sub Total 3,i50 COXd 5,O:-bO 1M,00,00 ., Y -

20% Contingency 
allowance ._.. 1,170,000 2,000,000.. 200,00 


TOTAL 3LY72L2COO 7 200 ML 9222 "L9/22L92 

For those offices to be financed from AJD loan fund:;, AID will require 
that firm sources of 1'in!ncLn; sufficient to cover the entire cost of 
the building be ub:ured prior Lu dishursement of loan funds. 

c. Insurance Liquidity Fund
 

The reocurces sho',ra for the Insurance Liquidity Fund will
be utilized l)to Id.date tc outstandir mortgage life policy-claims 

which the Cala Centr'l is currentlyr paying off over time to the 
associationE, nnv 2) t-) mro'zid,; t.he liquid r.;erves needed to pay new 
policy claims in full "7 theyi rI.1e. 

tni Central 
must increase the lev! of ns.ets (tc(hnical reserves) which are 
backing the iTA tind r,".t['o it'e insurnrce iror7rams by approximitely 
$b.800,000; and if anrd when the C-tja Central begins a deposit insurance 

In nddittion to t ese ii _ nei, the Caja also 
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program, a total of $b.3,000,000 in assets must be available in liquid

reserves to support this program. 
While assets in the form of mortgage

loan receivables constitute satisfactory reserves for the insurance
 program a-re 
they are operating, to begin the deposit insurance program

or to increase the reserves level for FHA and mortgage life, the Central
Bank requires that the reserves be in liquid form. 
Once Central Bank
approval is granted, these liquid reserves can then be converted into
mortgage loans. 
Thus, 
it is estimated that approximately US$190,000 in
program funds will be utilized on an interin basis to meet the liquid
reserve requirement and thereafter will be invested in mortgages.
 

3. Actions Required to Increase Savings: Prorposed Plan
 

The creation of a strongZ savirgs account market is a recentdevelopment in Bolivia. Savings in the banking sector, which in 1963amounted to only 2% of the total money in circulation and representedonly 14% in 1968, had grmn to 32% of money in circulation by September1972. This amounted to total stivings of nearly US$ 30 million. By theend of December 1972, credit unions had attracted a total of US$ 7.3
million from their membership. This amounted 
 to 2O,1 of the amount in_bank savings denosits. Tho -vings and. InF--.. .. ' 
~ '-KY ~w~vI .Liz),- S i. million in free savings accounts(as distinguished ft-cm tha reouired "tied" deposits). This was equalto only 4% of all bak savinqs deposits. Put another way, as ofDecember 1972, bauks hsd .. 4 of total savings account deposits ofUS$37.9 million, credit unions 20Q and the S&L system 4%. 

Based on the February 1973 study of the Bolivian systemprepared by Claude :ovet, ex-head of the Peruvian S&L System, the Missicestimates that the syctcm can capture 12% of total savings deposits by1982; the Mission also estimates that savings deposits in financialinstitutions will rigrow at rnte of lO p.a. over the next 10 years.Taken together, the effect f hese two projections would provide the
system with approxiitey :-: .i80 
 million ( Se million) in savings in
1982, -/and this level of savings mobilization combined with an
loan of U3,6 million would onaible the syoste m to achieve financial 
AID

selfsufficiency. What followjs is P discussion of the conditions necessary
to reach such a saving level and an analysis of the feasibility-of 
achieving it.
 

1/ The current levtel of n',!r: savings deposited in the system is slightly
in excess of US$1 million (.,b.23.6 million as of 12/31/72). 
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To reach the savings level projected above, the following two
(necessary but not nece'sarily sufficient) conditions must be fulfilled.
The system must undertake a large scale, systematic savings attraction
or promotion program, including inter aliayearly growth goala the establishment offor tne entirepercentage system and for Individualof the existing ravings S&Ls as amarket andcoordinated its anticipated expansion,planningr througnout themarketing system on such promotionstrategyj i dvertising devices as 

and motivation of 
c, pnigns. incentive programs, training2.cymes, intensive Individual soliciation of accounts,relocation and improv-cment of existir:- offices,directors and encouragementand board ,:mbcrs ofof the Ca 4 Centra! andtheir persona] influence to promote 

.2. .'zt t ...
iafd -olicit accounts.
the system inust In addition,also receive a substa-ntial(concessional) injcction of low costic Jin. cep .L t-producing assnt (e.g., 

o.,cv-de it with the volume of income, ,-Lns) recqiredto overcome over the next 10 yearsits cash flow :prob!(-.,.cover and to become profitableall operatir,, (e.g. toanr finnncial costs and debt service; to finance asavings promotion plan on a ccnti.nuing basis;
while it -Lmultaneouslv and to earn a profit)i,'L'-?rtakcs an inteI:iveprogram to elLminate savings promotionthe -: tem's deipendence onassistance. external concessionaryA ,..or.dary need for thir' injection ofto increase the ysytem's lending capital is, pct anna credibility"---Prdvi-7e-hcpr 1cerj t 
in terms of its ability..: it- n!r2bers, 'nd thus attract indirectl- y newsavings depositors 

to 
te sy&em in and as

ii 
tlie gains an increased awareness. oft'ers. Since of what 

a private one ':d ,i e the G)3 is r , 
the Bolivian sstem isxperiencinz one of its


chronic bk~dgetti , .hortfalls,
of low . the only pr-actical a d realistic2ost as,.i:t.:nce sourceis the proposed AID loan. I 

4. Factor7PffEctii Pr t Fe ,sibilitv
 

AssuxInfw thot 
the CaJo and the SYL' 3 engageconcerted savirfs in an agressive andz-mt!n cffort, then the uestion to be examined isth e fea sib i-bity o f r v'chin,, t hi: . l Omi l lion (US , 9savings n~l l io n) LIM
level.
 

As su :'ncs bo',:_. 
 ti:er? art .xo factors wnichto datc..r.;i he Ievel of will interacttotnl oaving. dos itsThe first fact6r th,, s-:c in the system in 1082.the overr.ll sevings deposit marketis largely in 1982,s out'eextent th t •~.byby" foF'c ozu!in.* thexec tt£: i ' .. •-e..... :nn,:~ ,ect t tsystent a+, to the syste :1 ;:,,,ftrrw,,iC0-- r-n L rr 
rti .. 

*..s . ce nro.ria b',, theich wo'ld otheznise not
 

/ To achiev ., - P.rri
US$6,0 millicn aidT 
1"ve.l of orotite..l,'in' would reqyhm: : ... ir, 

, 1982 without the .additiona"liZl5.(7 ! 
 u!lon i...

additional !3,115.0 s.,-,,rSteM to attract andiscussed ab il.lllcin in fre savings over andi h,.2.4.!t,3 above the levelsnot considered to be feasible. 

,n~3J- AlL A!.LE 

http:overr.ll
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have gone into a savings institution. The second factor, the
 
proportion of the overall savings deposit market which is captured by 
the S&L System, is almost entirely determained by the system's competi
tiveness and its efforts to attract a much larger share of future
 
savings. 

Looking at the second factor first, there is unfortunately no
 
directly relevant experience in Bolivia upon which to assess the
 
reasonableness of the S&L consultant's estimate that the system could
 
capture I22/ of the saving- market in ].982. The best evidence that this 
share is not unr asonable comes from an examination of experience of the 
AID supported S&L System in Peru, a neighboring Indian-based but more 
developed countiy, iyith a GNP a.proximately seven timcs greater than 
Tolli4's. The Peruvian S"L Systcrni began in 1962 and had by _967 
attracted approxiriately 11 of total savings deposited in Peruvian 
financial institutions; and as of January 1972, the share of this 
market which the Peruvian SE-L System has captured exceeded 1& . While 
this argument by analogy hliis only 1"mited value for predicting what the 
Bolivian System is cap-.bic of, it e.oes suggest that to increase the 
system's savings market :.!are from the crrent 3-4, to approximately 
12% by 1982 is a theoretically feasible and not unrealistic goal. 

If one is willing to assume that the system can attract this 
share of the ssvinF. me.,9r],t, then the critical factor determining the 
future financial i",,lit cf the system is the overall volume of 
savings deposits in 19U2; this stock of savings must be of sufficient 
magnitude so a market would the thethat iO-12p, share give system 
volume of income-producing assets, given a )4% spread on mortgage loans 
financed fro'L savings, needed to operate nt a profit. 'Ielevel of 
overall savings in 1972 will be determined by the rate at which savings 
in financial trit-tutio.o .7"oi, over tle nc::t deicade. For the period 
1967-1972 sa~ilngs deposits in BoliaI an financial institutions increased 
at a rate of 2,, p.s. Over the next 10 years the ,ission estimates 
that this particu±!ar xonetary aw[;regate wvill roiet a rate of 10> p.a., 
which theyj pred'catc a ONP rate Without.4n- C grovrth pro.iection. 

,attempting to .afgu wa :. - G P i; the b.,i exstla ator variable for 
chnnges in savin-gs .on . if one Asszr.es sufficient economic and 
polisical stability to perm0it real GNP grm-rth of sonewhere between 
3-6", then a i0' saving,; 1,,posit growth rate is not unreasonable, and 
might well be a consorvuiive esti-ate. 

On th:, bc....i , it -s cocluded that assumptions 
upon which the ,c-. crn -cf ,.J loan is ba.ed are reasonable and 
that the project is therefor. considered feasible. 

http:Asszr.es
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5. 	 Sensitivity of Results to Variations in Savings Growth and 
Market Share 

If total savings deposits grow at approximately 10%p.a. over
 
the next decade and if the S&L System is able to attract approximately
 
12% of this total warket in 1982, the system will have attracted
 
approximately $b.lCO million (US$ :' million) in savings and will have 
achieved self-sufficiency. However, since these projections are not
 
based on the actual prior experiance of the system in Bolivia nor on
 
any hard empirical relationships, it ij lmportant to test the sensitivi
ty of the "optimal" outcome to variations in the overall savings 
deposits growth rate and in the proportion of the savings market
 
attracted by the system.
 

An examination of rlterunative outcomesreveals that the same
 
position of self-nufficiency and profitability could be achieved under
 
the following conditions:
 

Annual growth rate Total 198 2"sa-ings Minimum S&L S&L Savings
 
in savings deposits deposits - 1/ Market Share Deposits-182
 
over 10 years 
 (Fb. millions) 1982 (Stb. millions)
 

1,295 14% 181 
10% 1,557 12% 187 
12% 1,864 10% 186 
14% 2,224 8% 178 

./ 	 As of the end of 1N72, savings deposits in Bolivian Financial in3titu
tions totaled upproxinvitely $b.600 million. 

While total saviris might grow at a higher or lower rate than the 5-1I' 
p.a. range, on thc basis o ' sub;ective1y determined estimates, 3-i4 . is 
hypothesized to 1r, tnc mo:it probable range. Similarly a market share of 
between 8-14% is b;:Iieve( to be th, most likely range for savings attrac
tion. However ac ,;The foregoi:. as reasonable, en obviotus 
question is what hn.opes if the system grows ut the lower end of the
 
projected 8-l, Ozange and the system liA:weise only attracts an market
E 

share?. The ansor is that. ceteris -eribs,-yt.emthe would still be
 
profitable in 1962, but ht a reduced .evel.
 

6. 	 Justit'.w .l C_ '... o tY ATI Vms 

As indicted Q:'v., the svntm w,:clld still 1)(2 operating at a profit 
if it captured : of . s "n': Yrkr1et thet gi-ows nt 'n 8" rate. The 
reason for tni -: -'rtrp.. p ;,;er provided to the system from the 
10% spread on the 16 amillion . .I.D. loan. The outcome is quite different, 
however,, if the level of the A.I.D. loan is reduced. 'T]he future financial 
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feasibility of the system was tested using an A.I.D. loan input of $4.5
 
million; and on this basis, at the $b.180 million optimal savings level
 
the system would experience negative cash flows in several years, would
 
accrue a $b.28 million (US $1.4 million) cumulative loss over the decade,
 
and only in 1982 would the systern show a slight profit. At the $b.l00 
million level of savings attraction, the system would accrue an even
 
larger loss and would not reach the breakeven point by 1982.
 

Inasmuch as there is no assurance that the system is more likely to
 
reach the "Optimal" savings level of $b.180 million than the "survival"
 
level of $b.!0O million, an A.I.D. loan of $6 million is considered
 
necessary to insure thitt the system will be financially self-supporting
 
should it only reach the lower level of savings by 1982.
 

7. Mortgage Loan Terms and E2.'ective Interest Rate 

The current mortgage loan terms offered to borrowers through the savings 
and loan system is i2,/ interest with a /2 add-on for FHA insurance. 
In addition, each S&L chairges a flat one time 3% closing fee on the face 
value of the mortgage. The Caja prorides life and disability insurance
 
to mortgage holders at a i, ajnnual premium. The 12s rate allows for a 41
 
spread on caDital reneritc, from .'roe snvinvi. c. sprpe nTn .1
P . 
runds passed on to the fr'm."'a the Caja Central, and of course a free12% spread on any surplus capital available to the S&L's for relending.
 

Taking into account the effect of the 15")2 reciprocal savings deposit 
requirement and the lO , mortgage loan, the effective interest rate to 
the borrower is actually 2." greater than the nominal rate of 13 1/2 
(12% interest plus 1 f/±'or insurance) i.e., 114 /21. 

8. Readjustment of Mort:,nves 

One of the conditions precvdent to disbursement of the Los Pinos HIG 
(511-HG-0014) requ'ired thn . the 2:onsor-Borrower "has implemented a system 
for readjustment o' [nor -es, ir form nnd substance satisfactory to AID". 
The statutes of the SL s,:tem provided for an index based on a combinr
tion salary and cost cf 2ivir.g i'Ad and the nollar' peso exchar.ze rate. 
However, these indiecs had not br-±n developed, and the system received 
approval to use the dllar/r+e.o exchange rate for readjustment purposes. 
With the 65.&S devaluation in October 1972, this readjutmrent proved to 

9:d,1 ;i-hz" to nlow a O readjustbe impractiral, nn rrrt:iqernent wmtf. nd 
ment of moi't - ::. '.Z>s . " . l .: , '. en l i::l.'ented 
by the V-1 rpint-rn. 7(; ".,' ,"n , however, thnt thesc readju.ftment 
arrangements met n--it. lhe refuiremnt of the bjs Finos authorization, 
nor the needs of th-e S?-L sy'itcm. 

The GOB and the Cu.ja Ceriral proposed that the Li Paz cost of living 
index be used for reneJust:nent of mortipages. The cost of living index 

http:exchar.ze
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had a legal basis in GOB legislation, had been in existence for a reasonable
 
period of time, and had reflected fluctuations in the exchange rate and,
 
so far as can be determined, salaries and income throughout the country.
 
The Minister of Finance and other GOB officials, in discussions with Mission
 
representatives, stated that they wished the readjustment to go into
 
effect in December 1974, with the annual adjustment to be the average
 
change of the La Paz cost of living index over the previous three years, 
or the change in the current year, whichover is lower.
 

The proposed readjustment formula was reviewed and accepted as
 
satisfactory by the Develonnent Assistance Executive Committee of the 
Latin American hreau in May 1973. The i1i:ister of Finance subsequently 
issued the necessary resolution to put these readjustment provisions, 
based on the La Faz cost of 1iing index, into effect. The Caja Central 
has in turn issued the nece.:: i:::lemu-entary instructions to the indivi
dual S&L associaticns. T.,e first re::djustmcnt will take place in December 
1974, and subsequent readjustments will be made at yearly intervals.
 

The La Paz cost of liviLng L:de.c has been prepared quarterly since
 
1936 by the National L'urcau n-f 'tat!8.tirs in accordance with a GOB 
Supreme Decree. 'T.e : x Ia:;ed on :snrket analysis done for middle 
to low income vrojDi -. det rmL:e the........ ' a f l ir n 4+ -

~ ~ \ .~. . ~Tu~I ItC3s represtuti dauruximatel 
55 percent of the ind,x. witn clcthing, housing azid miscellaneous items 
comprising the ren.:,iJ.nio,, brlance. The GO is presently working on plans 
to update the i, . 

Although there nrc plans to i.,rove the data collection procedures,
 
the movements of the i!:dex .!:nca its establishment have reflected the
 
cost of livir- in Di ?",,. wit'! a reosrnable degree of accuracy. The index
 
has been consistently c-.lculutl and published regularly. Price changes

for the re-t of Eclivia divcr,7e Stm.wn:c £':n La Paz, but not to a
 
significant degree. It hns .,or-fore been conluded that the index can

be used for liJia ou .2e POz, at leant until such time as 
reliable nat t nwl 1.cr'lary of living have been developed-::).;:ust indices 

and put into ,:Xez't.
 

~rt,,just..ent siccensfullj put into 

1972, itwas o e the subsequent readjustment
 

Since a 4 hC.'. v:s effect in December 
dee.ed ndvizabl e *e- t 


based on the r Paz cost of ],ir: index to Dec-rm' ir iQ71s. In the unlikely 
event that n smIici::t ,:orr'uev , valur,' n Thould take place before 
that date, it .ou.du::I;l; , .u i se a reod.!u:t:.ent primarily on 
the dollar . .... e '2:, is u: er:toodaccepted by the: and 
CaJa Centra2. and hc!'. 

Monthly mortgai7, lo",, asor-i-ation T5,'rnents are payable on the
 
mor. wt--, f.nc"
first of each >. o , r".,r *erl-.. After the expiration 

of the grace pericI no r: n pennlty interest of 37'orr---r.:- a;sessec 
per annum on the tr,. 
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The method of handling delinquent loans by the S&L associations in
 
Bolivia is much the same as 
that followed by good mortgage servicers in
 
the U.S. i.e. telephone calls, letters, personal contact, and finally

if all these fail and as a last resort, legal action leading to foreclosurE
 

Mrtgagees can be in arrears for up to three months without being

declared in default and also losing the life insurance coverage. Once a
 
loan is declared in default, Lfter three months of non-payment, the 
association is authorized to take the appropriate legal action to evict
 
the delinquent borrower and auction off the house.
 

10. Delinquencies and Defaults 

The Bolivian S&L System's record for delinquencies and defaults is
 
as follows:
 

Months in Arrears 12/31/70 12/31/71 jig3l/72 

2 34- 66 63 
3 23 33 35 

Over 3 51 134 153
 
Defaults 1
 

1,56 1,986
Delinquency ratio 10% 
 15% 13%
 
Default ratio 0.1% 0.26% 0.6% 

By the end of March 31, 1973, the delinquency ratio, measured in 
terms of numbers of loans in arrears as a percent of portfolio, had

been reduced from 13' to 10.5%.
 While this would appear to be a high

ratio, if one takes the actual amount of principal and interest in
 
arrears as 
a percent of total mortgage debt outstanding, this ratio is a 
very favorabic O.A it ch:uld also be noted that while the system had 
a total of 15 loans in default ns of March 31, 1973, th. system has never 
had to resort to actual forcclosure and sale. They have found that once
the S&L's begin to ta.%e ler-al fction against the delinquent borrowers,
these borr7,crs endeavcr to bring their payments current and avoid
 
foreclosure.
 

It should also be noted that since the October 1972 readjustment of 
mortgage payments by 4l, there had been an improvement in the delinquency
ratio and no significant change in the default rate. 

11. Use of PID L-,cn I: rt. S.r'nd 

The present plan is to allocate the AID loan interest spread in the
 
following manner:
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Savings and Loan Associations 5%
 
Caja Central - for Contingency Reserve 1%
 

Caja Central - for general reserves and surplus to
 
cover liquidation of ing term debt
 
or for relending
 

Total Spread 10%
 

AID interest on loan 2%
 

Mortgage lending interest rate 12%
 

When the grace period of the AID loan expires and the interest rate
 

increases to 'Y, the allocation to the Caja of 4N for general reserves
 
will be reduced to 2Y6.
 

In addition the Caja Central plans to allocate the resources of the
 

AID loan to the savings and ]an association in a manner that will provide
 
the newer and smaller S&L'.,, wit.h a greeter share of the new debt capital
 
at the concessionary terms. it is estimated that 7O of the AID loan
 
allocated to new mortgece lending will be distributed to the S&L's
 

located in the cepita. c-ity.
 

12. Financial Ai7prnrisaj. and A-nalysis of &)eratingCosts 

The financial statement of th' Caja Central and the individual 
savings and loan arsciati!;ns have been reviewed for the years 1971 and 
1972. The balance sheets. (oerntingstatements, statements of condition 
and supporting schedules are included in Annex C. 

In analyzing ThI,operpting rczults of the associations it beccmes
 

apparent that they are diste.t. und',r-capitalized. Undert-captalization 
has forced them t adcpo; the aolicy of pledging portions of their mortgage 
portfolio to t;,.e CaJa ('-ntrfal in order to generate funds to meet new 
borrower de,.mfnnds. Tn addition, the asscciations borrow from the Caja Central 

,
at rates of 'Tt, 10' for financ7, the funds being used for working capital or 
ing. At December 31, 3.Q72 thu orsocigtions had pledged their portfolio to 
the Caja Centralas follo"ws: 

b Bolivianos C'OO'_ Pcrtfolto 

La Primern I ,6 31,627 15 

Progreso 6,047 I,CK_3 55 
Promotorn 5,275 1I4,30O 58 
Guapay _1n,155 6'' 6,)
0 
Terija 3,670 7,122 52 

Potos( 2,4145 3,754 65 
L~n Plata 1,"+)07 3,87) 4-0 

L.9 Paz 6,357 11,046 58
 
Paititi 56, 1,351 42
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Mortgage loans pledged to the Caja by the associations are
 
repaid by the association' at 11% interest on the same terms as the loans
 
originally made. 
 In effect the practice of pledging the associations
 
portfolios to the Caja puts the Bolivian Savings and Loan System in the
 
position of operating as n mortgage banking operation, with the associations
 
receiving only 1% of the spread for servicing the loans. Ihe 
low level of savings in the smaller associations and the reduced portfolios
carried because of the practice described above, leaves little reinvestment 
capital available to them. At the present rate of savings deposit growth and
 
lending activity, the associations cannot generate enough income to cover
 
their overhead costs and reserve requirements. This is demonstrated in the
 
cash flow projection for the entire system which discloses that at the
 
current level of operation, the system would generate negative cash flows
 
in each of the projected years through 1977, at which point the entire
 
system would be unable to function financially. (See Page 42)
 

The Caja operates on the net income derived from the interest
 
earned on mortgages obtained from the associations ane the interest on the
 
working capital loans made to the 6ssociations, less the cost of debt
 
capital obtained from outside services. The income generated is not
 
sufficient however to cover the administrative costs of the Caja. A review
 
_of the statements of o-Prntions for 1971 an-' 2qT2 : +-' .... ..
 

u.... as income items and-,lsed to
V= IT-I::cludcd 

reduce the deficit in -.
97! and is the source of the surplus shown in 1972.
 
Any surpluses generater[ from the irsurance activity should not be included
 
as income to the CalJa, but should be added to the insurance reserves.
 
Present cash reserves are inadequa-e to fully liquidate claims upo- the de.LI
 
or disability of policy holders. 'ihe limitation in the reserves
cash 
requires the Caja to assume the mortgages of the policy holders and make
 
the monthly payments.
 

Cash flow projcctions for the syster,: have been prepared reflecting

the anticipated increases in savings levels and the additional capital to
 
be provided by the AID Loan and the GOB loan. 
 A schedule of the generation

of reinvestment funds from the amortization of mortgage loans has alzc been
 
provided. As can be noed from the cash flow proJections, major additional
 
mortgage lending levels mfade possible by the AID and GOB loans durir. the
 
years 1974-1977 will provide reflcas of caictal from interest payments and 
principal amortization thqt wtil allow for reinvestment funds Prtimated at 
$b.20 million o-Tnddlitionjl lending cspital in 1976 -nd correspondingly 
greater levels thr-u-ih ',h- rojectn rr.! to establish a -rrr-n.rn.nt source 
of lending capital.- .',,ct i'oJected lquiditytaear, 
will be a'Iequa ot .r . . ...- i es. fo - ' " - i rov1.:
the necessary reserveo 

2 c1 h: ].inq; 

n-r0' cr:.izaton long 
term debt that mut be ntt b,-nrng in l% i. 

: ,', for ' "-

In order for the associations to b, f1nciaily viable, tht- inces
sionary terms of the AID and ')B !obenn must. be passed on t the -zSO, tions 
to the extent feasible. ine on:) :,,r-ad on tr iL'loans frc= the 

http:rrr-n.rn.nt
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Caja must be sufficient to cover operating costs, allow for reinvestment
 
capital and establish reasonable reserves. At the curren rate of 12. on
 
mortgages, the associations should be granted an interest rate of 7, on AID
 
loan funds. This would give the associations a 5' spread on their AID loan 
funded mortgage portfolio. It would then leave a 7 factor witb the Caja 
to be used to meet the AID loan debt ser-ice, establish adcrxtate ccntingency 
reserves and funds to liquid.te its long terms debt. Since the Caja must 
absorb the monetary correction on the AID loan in addition to the responsi
bility of liquidating the AID loar. and the GOB loan, and will be faced with 
meeting any shortfall between the periodic readjustment of mortgages and 
the level of devaluation, should it occur, the rationa2e for retaining 
relatively large reserves in the CaJa is justified.
 

Operating costs of ths svstem ha'je been reviewed and appear reaso
nable in view of the severe fin .iaiul constraints within which most of the 
asso-:iations have been forced to operate.. Fror the ai.alysis it appears [.at 
several of the associations do not have insurance or are under-insured 
against lorses of fi_ed assetsi andoother forms of insurable loss. With the 
additional income generated from expanded operationE, the associations 
should survey their insurance needs and obtain adequate coverage. 

dvertising expenses for 1971 and 1972 incurred by the -- i J 
totaled $b.134,567 and $b.107,125 respectively. This reflects in part the
 
relatively ! w cnhasis placcd on savings promotion by the'associations in
 
the past, and the -.ck of funds to engage in promotional activities. Both
 
of these problems -re addressed by the AiD loan.
 

The financial statements of the Caja Central and the Savings and
 
Loan Associations arpear to be reasonable meosures of their financial 
positions. Analysis of the finnr.c-al data discloses the weaknesses in the
 
system which tic -proposed AID loon addroszrs. ',.he projected cash flow 

f-atements and projected stotemerts of condition indicate that by 1982 thP
('stem wil. be in a sounid f-nnnci--l posit6ion and will be fully capable 
meeting the AID and GOB debt :erv'.cing requiremeits. 

13. JustificaLtJn 'cr AID Lo.n Te-nos 

For the purpose of derman;:; pprc':r.ate repaymenc ter=s on
 
the AID loa, alLcrn.tive f, -owprcojoctions have been prepared for
 
the years 1983 to >"70 (f i..vr .nto tK- nrinciral.iortizaticn
 
period). Whi.le ', t- ~ o k y:_ars 4i the future
 
are by their vcry : i<rs: .. t C: 2I ')t sp,<clative - and

particularly so -. '3oI.:v!:K, :: suggests that the project 
can support hard-: te'.r3 n . tu's rcst ',c.ssionai and 3till achieve
 
a posi tion of' fininu ... " inI the effects of
 
alternative terms., the b'tri.- crit'-ricn was tn,,L %he effect of the terms
 
should not result in a *.iitraotjon of mort,age lending operations.
 

ESr AVAILABLE COPY 
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Projections have been prepared based on loan terms of 2% - 4 , 
30 years, 4 - 3%, 30 years, and 2 - 4%, 20 years (see page 41b). As 

can be noted from comparing the three alternatives, terms of 2 - 4 y 
30 years are necessary to provide the system with a debt service 
burden soft enough to allow for sufficient liquidity to meet current 
obligations, maintain mortgage lending requirements and a reserve to 
meet unprojected contingencies. 

The less concessional terms of 2% - 4%, 20 years as projected 
indicate that the system would be required to reduce mortgage lending
 
levels beginning in 1988 to offset the cash drain imposed by the
 
heavier debt service burden. The reduction of lending levels to meet
 
current cash obligations is a problem that the proposed AID loan is
 

intended to solve, and the imposition of harsher loan terms would have
 
the possible effect of reinstating the problem during the amortization
 
period of the loan.
 

Another factor ohich argues for not imposing any greater financial
 
burden on the system than necessary is the fact that the above-mentioned
 
projections are based on reaching the optimal savings growth level of
 
U. S. $9 million by 1982 and on net savings growth of $1.2 million per
 
year thereafter. Inasmuch as there is no assurance that the system is
 
more likely to reach the optimal rather than the $5 million survival
 
1e-.a _.ffa ngs attraction, and since we are speculating about finan-c :_! 
results 15 years in the future in a country not known for its long term 
perspective, the Project Committee believes that prudence dictates the 
use of terms which will maximize the possibility that the system can 
achieve a position of financial self-sufficiency in the event that our
 
assumptions regarding savings growth prove to be overly optimistic.
 

Thne Capital Assistance Project Committee therefore considers the 
granting of 2 - 4%, 30 year terms to be a vital element in the proposed 
plan to put the Bolivian Savings and Loan System on a sound financial 
basis. 

It should be noted that while the Caja Central is privately owned 
and operated, it is carrying out a quasi-public function in regulating/ 
supervision and in providing central banking facilities for the SIL's. 
The nature of the role would not be materially changed if the Caja were 
publically owned-and operated. Also, although the Caja and the mutually
owned S&L's are private, they are also not-for-profit concerns whose 

surpluses are utilized to expand the volume of tmiddle income home fin
ancing. 



BOLIVIAN SAVINGS AND LOAN dYSTEM 
Pesos Bolivianos 000's TEXSIONOF CASH FLOW PROJIO 

1983 1984 1985 19861987 1988 9199 
•TE. : 2%  3 30 Years 

Total Scurceo of Cash 
:rtgage Iending Leeel 
Oth,.er Cash Reoquiremeonts 

167,967 
-O, 

63,049 

179421, 
0,00 

71.165 

102 058 
OOO 

81,912 

235 
-O, 0000 
86,994 

216 689 

92 076 

237,794
100,000 
98 258 

241,907
100,000 
102 540 

252,928
IC3, 000 

106 t'20 

Cash Surplus Available for 
c:ntinr:cIes 24.938 28,259 0,146 6,264 

l ' 6 

39.536 
2 21 

39, 67 46.Ic6 

TE. '.-Z: 2% -4-4 30 Years 

Tua1 Sources of Cash 
.zr tage Lending Lt-vel 
Other Cash R.quiremct.ts 

167.987 
: 

63 914 

178 659 
,80'00 

71.930 

190.528 

82,677 

2CC.963 

8 

2233,969 
80,000 
92,841 

00,000 
9,023 

23737 
100,0'00 
103,305 

247
1o0,0 ),J 
107 '7 

Cue!. Surplun Availuble for ____ 151,930
5 01 1267 167,75 172:8741_307 199,023 203, 305 2C 

Ccninen~s 4._36,729 27,51 33204 40,78 34 91L6 14.0i --. 

TEP'. : . - 4 20 Yeers 

2 olc. of Cush 
-,rtgage ,--Ljring Level 

Oth._r Cash Requirements 

Cash Surplus I.vailable for
Ccntingencies * 

16-( 987
60,000 
6977 

45777 

18.208 

1264
50O,000 
77.895 

~9-5 
14,799 

1789
80,O 
88 642 

18 

183 068
do,OOC 
93,724 

173.,721, 

3 471 

18' 769
0),0O 

98,806 

__17 __6__956 

67334 

24142
100,000 
104 98i 

(844) 

!o00,Ow, 
091_270 

209,7- 200 
_(7,743) 

-05ni
C;c-

113,552 

13 521 



Pesos Bolivianos CC's 
SOURCES OF CASH: 

Cash on Hand1
Loan Portfoio Activities 

I:i'urane 
 pst s 

fLoan 


Othier
 

Total :a=n ;vailable 


ILJiZATIO::CF A&C: 
oeratig Costs 

Portilio Activities 


Reserve Requirements 


DividerjJs 


GO 
Loan Amortization 
OtIer Loan Rerments 

Total Cash Utilized 


Cash Flow (Deficit) 
 -Cumuative Deficit 


KOLIVIA1: SAVINGS Aj, LOAN SYSTE 
CASH FLOW PRO JEC TJr

AT CURRENT OPERA f-IGLEVEL 
9=73- 1 i7 

1973 
 1974 


26,743 
 22,06 


26, 743 

2,709 
 2,911 
ie
1,836
34,000 1,996
6, Occ 

3 809 
 182 

33,19 5 

9,909 
 10 621 

53,005 
 10,223 


2,723 
 189 


8,228 
 4,522 


1,080 
 1186o 

8,816 8,817
6 '" 
 84 

£ i922
C95 
2)2) 23612) 


29,117 


2,976 

2,168 


210 

377_71 

11,630 

1,642 


201 


2,558 


8,817 
8,815 


84 

33 74,72 


1976 


22, 


2,962 


2,940
 

230 
-297655U59
 

12,736 

_
 

264 


2,786 


9,341 
8,816 

84 


-3,459)
7)
t",3(7__)
(17,37) 


1977
 

-


225
 
2,920
 

220 

726L
 

13,947
 

256
 

3,048 

8,979 

91 

(572)
(23,'50)

( 5)
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C. Economic Analysis
 

1. Estimated Middle Income Housing Demand: Economic Soundness 
of the Project
 

As indicated in the section on the urban sector, the rapid
rate of urbanization between 1950 and 1970 has created a large urban
 
housing shortage. 
 The Ministry of Urban Affairs estimates a currenturban housing deficit of 100,000 units. Absent any data on income
distribution, the Mission's best estimate of the lower to upper middleincome group (the general market focus of the Caja Central) is that
it constitutes approximately 10 - 15% of the urban population. Assuming 
that the housing deficit is distributed fairly evenly among the various

income groups, the urban shortage or need within the middle income groups

is estimated to range somewhere between 10,000 and 15,000 units.
 

A more meaningful measure for purposes of the loan, however, iseffective demand for middle income housing. Here we have two indicators: 
 (a) the system's exnerience in selling the houses it has built inthe past; and (b) the backlog of projects and applications currently on
 
hand. With respect to the houses built by the system in the past 
 the
Caja Central indicates that a very eager and receptive market has beenfound in all cases. A survey or interest for the Los Pinos HI - .
--- Th--Iz, for oxample, turned up more than twice as many potential
buyers (2,000 plus, as the number of units to be built. 

With reopect to the backlog of projects and applications on hand,the Caja Central IAs provided data indicating that there are currently
projects with elijible buyers totalling 1,185 units estimated to cosi. 
approxix:itely US t. 6,900oo000. A breakdown of these projects by type,size anCL location is presented in Annex D.l. Based on this demand data,
it is believed th!:t the AID loan funds will be used prnmptly and that the 
system ill find a ready market for the estimated 4,200 houses projected
to be built by the system over the next decade.
 

In addi, ion to these figures, the Consejo Nacional de Vivienda(CONAVx) estima'Led that the demand, for urhan housing in 1972 was ),520
units of which 5,544 (npproximately 6, c) represented deirand from 'he
lower income sector and 3976(upproximatcely 4c,) represented demand from 
the middle inccome group. These figures suggest that the demand for
middle income, urban housing in 1972 was over three times the number of

units planned for construction under the -1ID loan.
 

2. Lo_ect Contr ,utJio to he conomy 

a. Employment Effectz 

Cost records of tho Caja Central indicate that 21.2% of the
cost of all housing projectLI it sponsors is exoended for labor. The

CaJa Central also estimates that a total of 51.8%of the cost is spent 



for material both native and imported. The remaining 27% of the 

44) 
costrepresent design, supervision, administration and profit. 

1) 
On the Site Employment
 

Based upon conversations with the Camara Boliviana de
la Construccio'n and the technical staff of the Consejo Nacional de
Viviendas (CONAVI), it is estimated that 30 man months of labor are
required for the 
constr 
:.tion of a $5,000 composite unit to be financed
under the loan Hence the total $6,500,000 program fund represents
the construction of 1,300 units each requiring 30 man months to-construct. 
 Therefore, the overall employment effect is the creation of
3,250 man years of labor through the construction activities to be undertaken.
 

2) Employment Derived from Material Manufacture 

The employment component derived from the manufacture
of construction materials is very difficult to predict. 
 In order to
illustrate the general range of such employment effects,however, several
assumptions have to be made: 
 first, that both imported and native
materials generate the some rate of second level employment;
that in the manufacture second,of all materials
and the..remaining 

40% of the cost represents labor.60% 2/ raw materials;fioyed in and third, that all labor emthe manufactuxo of construction materials in Biivia receives
an average wage of $1.50 per day.
 

Using the Caja Central's figure of 51.8% of the cost of
all units as expended toward materials, then the total materia]. cost for
the loansis 51.8% of $6.5 million, or 43,367,000.
of this material The labor component
cost would be 40% or $1,346, 800. 
 On the basis of an
annual salary of $470 per year per laborer, this represents 2,865 
years of labor. 
man 

It is estimated that it would require 4 skilled and 6 unskilled trade
workers to complete such a composite unit jo
interruption. 3 months workirng witnoutFor the three months period, it is estimated that therewould be 76 productive c Ths. Te wages of the skilled workers are
$2.00 per day or a total of $608. 
Those of the unskilled are $100 per
for a total of $456. Total inbor cost oer unit 
Iay

which represents 21.3% of 
therefore eqalns $1,C64t'-I c-os- (no opposed to 21.- recorded by theCaja Central.)
 

It is realized that there are
production of raw me 
tertiary effects on employment in the
t rials. 
 However, for the purposes of this paper
these effects have not bedn considered because they would be difficult
 to quantify.
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3) 	 Administrative, Engineering and Other Employment 

The remaining 27" of project funds which will be dis

bursed for engineering design, construction supervision, administration
 

of loans, contractor white collar and technical personnel etc., will
 
em

also generate some employment in these areas. The extent of this 


ployment again is hard to predict without making some very general 
assump

tions, and the resulting forecast will be necessarily crude. This is
 

true because of the variance in the salary range of personnel included 
in
 

of the total cost is estimated to be the

this area, and because 10.8 


return on investment for the contractor in the form of profit.
 

It is assumed that a weighted average of the salaries of
 

the group in this area of the project is $200 per month or $2,400,
 

!er year. This includes engineers and architects who may earn $500 per
 

per 	month on one end of the scale,month and administrators earniag $000 
helpers and messengersand secretarial help, construction inspectors' 


who earn $100 a month or less. On that basis, 27% of project funds or
 

$1.75 million are disbursed in this area, or 731 man years for the total
 
life of the project.
 

4) 	 Summary 

~othiprju Un 	 is~' sLummarizes.' 

in the following table:
 
Employment 

Cost Breakdown Effective Cost Man/ Generated in 

Component ' __ $ Year Man Years 

On site labor 21.2 1, 378,000 100 1,378,000 424 3. 250 

Material derivative 
Admin.Eng. & Other 

Totals 

51.8 
27.0 

100.0 

3,367:000 
1,755,000 
6..500,000 

40 
100 
--

i, 34.,'2,O 
1,755,0002 
4,,0 

470 
400 

2,j65 
731 

5) 	 Comparison of Projected Employment Effects with the 

Program Loan 

Datn avilable as of May 1, 1973 for the Program Loan 

shows that for $8,173,036 disbursed for projects financed under the 
total of 7],315 man months of employment_(5,9

43P'ogram Loan funds, a 
man years) were-genrated. This figure is strictly for on-site em

ployment as monitored in The 'ield. This indictates that for every 
of employmient has$1,375 expended under the ?i'n .n:iLomn one man year 

been generated so far.
 



46)
 

A similar computation for the projected Cajn Central
Loan yields a figure of $2,000 for every one man-year of employment
generated. The difference is not surprising in view of the fact that
the Program Loan was conceived primarily as a public works program
designed specifically to create a maximum of on-site employment with a
minimum of design, engineering and start-up costs, whereas projects to
be financed under the Caja Central loan will have greater design, engineering and development costs and will likely have a higher capital
to labor ratio due to relatively more efficient methods of construction

and labor utilization employed by the private contractors.
 

b. Potential for Savings Attraction
 

1) Financial Intermediation
 

The deepening and broadening of the structure of
financial intermediary institutions would appear to be a basic ingredient of the process of economic development. Savings mobilization

in the institutions of a formal intermediary institution permits the
use of interest rate policy to 
attract savers who would normally hold

wealth in the form of money. 
 This high liquidity preference is
cit"-l:y evident in the Bolivian case where the income elasticity demand
for money has been approximately 1.3 
for the last ten years. However,
this ratio has declined somewhat in the period since 1965 as 
the Ce,"rrcial banks have sharply increased their savings deposits and as the
S&L system and the credit co:am)erntive systems 
 have attracted increasing_amounts of savings (see 468).Pace The importance of this trend can
be further seen in the relative increase in savings as 
a proportion of
demand deposits and currency (see 
 Page 48). Studies by George G.
Kaufman and Cynthia M. Latta i/ appear to indicate that the income
elasticity of the dernandiibr money is inversely related with the depth
of financial intermediation within the economy. 
 If this is correct
then coincidence between the develooment of the S&-L system and the
increased savings level in financial institutions would seem on 
the
 
surface to corroborate their findings.
 

2) Growth :in Domestic Savings 

We have assumed on the basis of the 1965 to 1972 periodthat savings will grow at, an average annual rate of' 10% between 1973 and
1982. This would imply anl 
increase in the marginal rate of savingsfrom 3.3% prevailing in 1(90' - 1971 to a rate of 8.1"%. This savings
growth increase reflects an avcrage groth in the of 6economy about ",,in 

Cited in Deena R. Ihi: e. Analytic Pisis of the Working of
Monetary Policy in Loss Dveb-ped Countries. IF Staff Papers
November 1972. 
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real terms. A per capita income growth rate of about 3% per annum
 
is estimated for thf',ieriod in the GOB's Economic Plan.l/ At the average 
rate of growth of 6%, the GOB estimated the internal savings level 
would double in the 1973-1982 period.
 

Financial institutions during the past 10 yeam have 
made increasing efforts to attract savings as the economy grew at an 
aveage annual rate of 7% . These efforts of commercial banks, savings
 
and loan associations and financial cooperatives generally competed for 
these savings. As a result, the informal financial market became less
 
useful as the intermediaries provided increased security and liquidity
 
to savers. Although the informal market still exists, it is believed 
that the volume of resources available has declined necessitating no
minal interest rates ranging in the 4CP'S to 50% bracket _/. This di
version of savings to the formal market, it is believed, has contributed
 
to a more efficient allocation of financial resources, whereas, the in
formal market provided mostly short term loans for consumer goods pur
chases, the financial intermediaries have attracted and used these funds
 
for productive and social investments on longer terms.
 

The S&L associations in competing with other financial
 
institutions have a number of advantages including exemptions from legal 
reserve requirements, exemptions from all national and international
 
+=xc_-cnd-it is the only institution to offer monetary correction which
 
means that the effective interest rate on deposits offered savers can be
 
substantially higher than other financial institutions. The reduction
 
in intermediation cos*o due to the exemptions from the legal reserve 
requirements and taxation pernits the associations to lend at rates l 
to 15% below normal Lank lending rates. These factors are expected to
 
contribute substantially to the ability of the system to attract incre
mental savings in future years.
 

Given the positive advantnges of the Caja Central system 
combined with the expected growth in total market savings, it is believed 
that the institution should be able to capture 1]i) of the 1982 savings 
market. Moreover, in comparison with the 1971 savings market shares of 
191% and 17% which had been 2aptured by the S&L systems operating in El 
Salvador and Peru ren cct-.vc2.y, this 12% mrket pt--rcentage is relatively 
small. Combined with the rclutivcly conservative estimate of saving 
growth in the econon, the C'ija Central should not require further ex
ternal assistnnce in rcach.ng n self-sustaining level of operations. 

Five Year GOB Social !Iicl Economic Iian,1973,CONEPIAN 

I "Capital Mrket of B31ivia", Study done under the auspices of OAS,
 
unpublished, 1973.
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SAVINGS CCMPONENT OF MONEY SUPr' Y 
(In Millions of Pesos) 

Money Supply Savings Percentage 

December 1963 664.7 13.3 2.0 

December 1964 800.1 21.2 2.6 

December 1965 992.8 .32.0 3.2 

December 1966 1.113.5 64.0 5.7 

December 1967 1.146.3 104.0 9.1 

December 1968 1.231.5 174.2 14.1 

December 1969 1.344.4 252.6 18.8 

42 - - V- . ' ' '-21.9 

December 1971 1.699.2 441.o 25.9 

January 1971 1.690.8 453.5 26.8 

June 1972 1.777-.6 540.0 30.4 

December 1972 2.152.6 545.2 25.3 

Jnnuary 1973 2.109.5 552.1 26.2 

February 1973 2.101.3 559.8 26.6 

Source: Banco Ccntral, Boletin Estadfstico 208 
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LOAN PORTFOLIO OF PRIVATE COMMERCIA:L BANKS 

(In Millions of Pesos)
 

Type of Loan 1965 1966 1967 
 1968 1969 1970 1971 1972
 

Commercial 78.6 110.4 128.4 137.5 165.3148.5 189.7 254.3 

Industry & Artisans 38.1 
 63.7 88.0 119.5 139.9 184.5 234.2 355.6
 
Construction 
 0.4 0.2 0.3 0.5 6.65.9 7.1 11.5 
Agriculture 
 5.6 8.0 14.1 24.8 58.5 

Export 
1.4
 

Private Individuals 
 7.4 13.8 16.4 17.5 19.7 25.5 27.9 46.2 

Other 
 6.9 8.1 12.1 3.3 9.0 0.9 1.9 70.7 

Total 
 131.4 196.2 
 245.2 283.9 331.0 369.9 487.0 790 . 

Iirce.-Irnt-rp-l-Bank of Bolivia 

PROJECTION OF INCR:4rPj.AL GROWTH IN REAL GNP 
AND SAVI;GS : 1973-1962 

(Millions of Pesos)
 

Incremental Incremental The level of annual savings growthIncrease in Increase in by systemS&L needed to obtain 121,
GNP Savings of total savings market by 1952 

1973 617 61.7 4.5.1-74 694 65.4 8.51975 686 68.6 
 1i.7

1976 721 72.1 
 13.7
.977 757 
 75.7 
 15.1

1978 
 794 
 79.4 
 18.31979 
 834 83.", 
 19.2

1980 876 
 87.6 
 20.0
1981 
 920 
 92.0

1982 966 22.1
 

96.6 
 24.2
 

oourcc: Economic Section USAID/Bolivia. 

http:INCR:4rPj.AL


50)
 

BOLIVIA: DOMESTIC SAVINGS IN FINANCIAL INSTITUTIONS 
(In Millions of Pesos)
 

Commercial Savings & Change in Savings

Banks Credit Unions 
 Loan Assoc. Total Absolute Relative
 

1963 12.0 82 2.6 18 
 14.6
 

1964 19.5 72 7.6 28 
 27.1 12.5 86
 

1965 29.4 56 23.1 
 44 52,5 25.4 94
 

1966 59.8 54 51.6 
 46 
 111.4 58.9 
 112.
 

1967 97.8 70.9
56 40 7.3 4 176.0 64.6 58 

1968 167.3 64 85.1 21.. 1. ? o , ,-

1969 241.7 68 27
97.3 16.0 5 355.0 91.6 35 

1970 318.4 71 108.1 24 22.3 5 26448.8 93.8 


1971 422.6 74 122.7 21 30.3 5 
 575.6 126.8 
 28
 

1972 545.2 76 146.4 20 29.1 4 720.7 
 145.i 25
 

Sourme: Economic Section USAID/Bolivia. 
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3. Availability of Labor and Construction Materials
 

a. Labor 

The Ministry of Labor of the GOB estimates that there areapproximately 25,000 building trades workers Y_ in Bolivia. Of thistotal, 14,000 o- 56% are located in the La Paz area; and the remaining11,000 or 44% are distributed over 
he rest of the country. Only 25%
are considered experienced masters of their trades, another 25% 
are considered adequate professionals and the remaining 50% consist of apren
tices, helpers and trade laborers.
 

Conversations with the 
C~mara Boliviana de Construccion
indicate that this volume of skilled and semi-skilled workers, and its
geographical distribution, is basically dictated by the demand for thesebuilding trade services. It was stated that this work force has in thepast expanded or contracted to meet the level of demand, and that itsgeographical distribution has varied depending on the location of the
construction activity. 
 This elasticity is expected to continue in the.
 
future.
 

CaJa Central's records indicate that the range of their
mortgages is from $5,000 to $8,500. 
 The Camari Phliviana de Cnn g -_ 
. - . .-- --- >...man-monins or iazcr t:zotm- L a$5,000 house. 
 If the total project funds of $6,500,000bursed for these units were to be disalone, then a total of 1,300 houses would resultover a three year period. The required annual labor force then would
be 1,083 workers, or 4.3% of the total available force countrywide. Onthe assumption that 70% of all project funds will be disbursed in the
interior (outside the La Paz area), then the labor force required in
areas other than La Paz would be 758 workers or 6.9% of theforce. It is likely total interiorthat a labor force geographical re-distribution mayoccur as a result of construction activities outside the La Paz area to


further reduce this percentage.
 

In any case, the impact on the labor force is considered to
be minimal, and there is little likelihood that the availability of labor
would become a constraint on project implementation.
 

b. Construction Materials
 

The volume of native materials required for theprouect
is essentialfly that for conztructirg l.3'0Ocomiposite units costing 

Masons, plasterers, painters, concrete finishers, carpenters, steel 
workers, electricians and plumbers.
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$5,000 each, or an average of 435 composite units per year. It is
 

estimated that one third of all project construction will be high-rise
 

multifamily buildings and the remaining two thirds will be single family
 

housing units. The material requirements for the composite unit re

presents the project requirement as a whole.
 

The Caja Central's records indicate that 32.1% V of the 
total cost of all housing which it financed in the past was expended 

this wouldtoward local materials. For the composite $5,000 unit, 


represent $1,605. Following is n projection of the annual volume of
 

construction materials that will be required:
 

Per Composite Unit Material Volume Total Vol.
 

$ Cost Comp. Unit 533 UnitsMaterial Cost Unit Cost 


Brick 4.1 205 0.20 ea. 1,025 547,000
 

Cement 8.0 400 40.0/ton 10 5,330
 

Wood 8.2 410 0.20/bd/Foot 2,050 1,092,000
 

Aggregatc 3.19 159.50 5.50/M3 29 15,467
 

Gypsum 2.24 112 $25/ton 4.48 2,390
 

Limestone 0.75 37.50 $25/ton 1.5 800
 

Paint 2.02 101 $4.5/gallon 24.4 13,037
 

Roofing Tiles 2.29 114.50 2.00/M2 57.0/M2 30,400
 

Wire and Nails 1.31 65.50 0.70/Kilo 94 50,000
 

Totals 32.1 1,605 00
 

These annual volumes represent a small percentage of, and will have very small
 

effect on, the national production capacity of these materials. The follow

ilag is a brief discussion of the availability of some of these materials which
 

illustrates the small effect of the program on overall capacity:
 

Bricks and Tiles: Although no exact statistics exist on the
 

production of bricks and tile: each major city in Bolivia has at least 
one, and sometimes two, large factories producing anywhere from 20,000 to
 

200,000 units per day. Many small independent producers also share in 
the market. There has been some reluctance on the part of factory owers 
to disclose their production figures for fear of taxation. It is auite 

apparent, however, that thc 547,000 bricks and 30,400 square meters of 
tiles required by one year of program construction represents one or two
 

days of national production.
 

V Caja Central brcnkdc.wn is as follo's: 

Labor 21.% Supervision 1.0% 
Local Materials 32.1 Ovrhead 14.6 

Imported Materials 19.7 Profit 10.6 
Design 0.8. Total 100.0
 

http:brcnkdc.wn
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Cement. The current cement production capacity of Bolivia 

is 265,000 tons per year with a projected expansion to 380,000 tons by
 
1975 and 490,000 tons by 1978. National cement consumption in 1972 was
 
only at the level of 250,000 tons. Plans are now being finalized for
 
the export of approximately 3,000 tons per month to Brazil. The pro
ject requirements of 5,330 tons per year represents less than 4% of the
 
national consumption and about 2% of the 1972 capacity.
 

AgGregates, Limestone and Gypsum: These native materials
 
are available in natural de-.posits throughout the country.
 

Timber: The main sources of timl r in Bolivia are located 
in the Santa Cruz area, Tarija and Los Yungas. The industry's current 
capacity far exceeds the native demand, and much of the timber from Santa 
Ctr and Tarija is exported to Argentina. Price levels are maintained 
through production controls imposed by the industry, b.it no production 
statistics are available. The one million board feet required annually 
for the program e-e estimated to represent a small percentage of the 
national capacity and should have little effect on it. 

Imported Materials: The Caja Central estimates that 19.7%
 
of the cost of construction will be for imported materials. These in
clude reinforcing steel, aluminium frames. galvnnized mpt 1 -I 
w.Lx.'ag aria :L2xzures, p±unoing supplies and other hardware. Available 
stocks of these materials are normally elastic enough to meet the demand,
 
and inventories in these items are likely to increase when a new project
 
is announced.
 

In summary, the construction material requirements of this
 
project loan constitute a small percentage of the general market demand
 
and no shortages are expected in either the native or the imported por
tion of these materials during the life o2 the project.
 

4. .. ccpational Groups .en.ef-itteb-y the S&L System
 

A 10% sample of the total loan portfolio of the S&L system
 
revealed the following distribution of loans by occupational groups:
 

j Data on cement was obtained from the three producers and their 
future expansion pianz: Cem-nto V1 a!ha (La Paz), Cemento Sucre 
(Sucre), and Cemento CO0BCE (Cochabamba). 
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Teachers 11.66% 
"ecnicos" 11.22% 
Engineers 9.86% 
Public Servants 9.42% 
Merchants 9.42 
Artesane dJ.525 
Accountants 8.08% 
Doctors 5.84% 
lawyers 5.38% 
Businessmen 5.38% 
Economists 4.93% 
Others 10.29% 

Another study of the average income of home ovners from the system
 
through 1972 indicates that 82% earned between $b.2,000 and $b.5,000
 
per month.
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D. Environmental Considerations 

1. General 

The environmental implications resulting from construction
 
activities financed through project funds will be of second or third 
level actions, removed in time and space from the original disbursement
 
that will be made to the Caja Central. In as much as these funds will
 
be exclusively utilized for the construction of dwellings, either
 
individually, grouped in housing projects or in highrise multi-family 
buildings, the potential environmental disturbances are relatively easy 
to predict and -will be addressed and tested below. 

2. Assessment of Potcntial Imnact 

The short term environmental impact, essentially during the 
construction stages, are going to be limited in effect and of short 
duration in most instances. This type of disturbance is not going to be 
new or novel and most communities undergo similar disturbances on a 
continuous basis.
 

The long term impact may be evaluated in the following terms: 

a Adverse effects on existing natural resources and ecological
systems: in all cases, conservation of existingland resources will be 
observed, and all existing vegetation, foliage and ground contours will 
be preserved to the maximum extent possible. Architectural treatments
 
envisioned will be in harmony and will be designed to blend with the 
existing surroundings. 

(b) Adverse consequences to the effected communities physically

and culturally: in the case of individual dwellings, no danger of 
adversely affecting. the comm'uity exists. In the case of multifamily 
buildings, without exception these will be located in densely populated 
urban areas where similar edificEs exist. In the case of housing 
projects, housing sites will be located in newly developed areas and
 
the price structure will assure a uniform and homogeneous cultural blend 
with no ad-urse cultural effect. 

(c) The introduction of pollutants: in the case of single
dwellings and multi-family buildings, no such potential exists since 
these will be introduced in'o 2,.>stin) conwmunities with already
functioning enviro-mental sc,_-ection svztcms. In the case of ne,,ly 
conceived housing projects, environmental protection systems such as 
adequate drainage, traffic distribution, landscaing, sanitary sewerage 
and solid waste collection and disposal systems, will be included in 
project plan and will be couipatible with already existing surrounding 
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systems. No project without these and other applicable features will be
 
approved for financing by the Caja Central or any of the S&L associations.
 

3. Conmitment of Resources 

Resources that will be iereversably committed as a result of 
this project will consist exclusively of land for housing sites. Land 
thus committed will be either in areas already being utilized for this 
purpose or frum others that offer no particular industrial or commercial 
potential. 

In all cases, such land commitment will include allocations for 
recreation and other public areas consistant with the size of each 
housing tract and its projected future expansion.
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SECTION III - LOAN AIMINISTRATION 

A. Implemntation Plan 

1. Target Dates 

a. Execution of the Loan Agreement and GOB Guaranty 

The proposed loan program has been developed in close 
cooperation with the GOB and the Caja Central. All significant issues 
have been resolved. Therefore, no unusual delay is foreseen in negoti
ation and drafting of the loan agreement and the required GOB guaranty.

These documents, which should be executed simultaneously, could 
reasonably be signed within six weeks following loan authorization.
 

b. Conditions Precedent to Initial Disbursement 

Conditions precedent to initial disbursement could reasonably 
be met within two months after the loan is signed. The officers and 
staff of the Caja Central are experienced in the ways of AID and have 
been able in the past to meet All requirements promptly and effectively. 
The basic elements of the S&L promotion plan to attract savings have be-
developed. The basic decisions required by the necessary conditions
 
precedent-have been taken and staff work is well under way.
 

2. Plan for Technical Assistance
 

The Caja Central has proposed a technical assistance plan which
 
should strengthen the operations of the S&L System in areas of relative
 
weakness and provide additional expertise to better implement expanded
 
system activities.
 

Loan funded advisors will be engaged during the latter part of 
1973 or as soon as practicable. They will be obtained from such 
organizations as The Savings and Loan Foundation, Inc., the U.S. Savings 
and Loan League, and the Interamerican Savings and Loan Union. Advisors 
will be sought for each of the following areas:
 

- Publicity, proyrotion and public relations 

- Accounting
 

- Mechanical accounting systems 

- Administrative systems and personnel management
 

- Project evaluation, appraisi~l and technical supervision of construction 

- Finance 
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Presentation of a pla acceptable to AID for obtaining and
 

utilizing this technical assistance, together with a projected budget
 

will be a condition precedent to initial disbursement.
 

The cost of obtaining the services above is estimated at
 

US$100,O00. This amount has been provided in the proposed budget for
 

the Caja Central and will be funded by the AID loan.
 

3. Plan for Staff Training 

The Caja Central is planning to provide training for S&L System
 

personnel in the following areas:
 

- Public relations- Accounting 

-" Financial analysis Publicity 

- Project evaluation - Administrative systems 

- Project supervision - Personnel management 

Key personnel will be sent to participant training in other 
--- ekcensive starr,- -- J---~ ---

training program will be initiated using seminars, training courses and 
conferences within Bolivia. Instruction will be given by experts from 
organizations such as the National League of Insured Savings Associations, 
the U.S. Savings and Loan League and the International Savings and Loan 
Union, as well as by qualified senior personnel of the Caja Central and
 
the Bolivian S&L associations. A final version of the training plan
 
acceptable to AID, including firm execution dates, will be required as
 
a condition precedent to initial disbursement.
 

4. Procurement 

a. General 

Dollar procur"ement will be made from geographic code 941 
countries in accordance -with standard AID procedures. The bulk of the 
loan fun ds will be used for local currency expenditures by the Caja 
Central or the S&L associations in an intermediate credit institution 
(ICI) relationship with the Caja Central. AID policies as they relate 
to local currency expanditures and ICI expenditures will be followed. 

b. Accounting EquIpment 

Members of the fin!ncial dep :rtment of the Caja Central have 
surveyed the equipment needs of the Caja and the Associations, and have 
solicited recommendations frcm the local representatives of IEh , NCR and 
Olivetti regarding levels of nechanization needed in the system. Based 
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on these surveys it is estimated that the Caja and the associations will
 

require about $180,000 of accounting equipment to attain a level of
 

mechanization that will support the expanded level of savings and mortgage
 

lending anticipated under the AID loan. 

At present onlyl'a Primera"utilizes machine accounting for process

ing and maintaining loan records and for posting dividends. All other 

associations retain manually posted loan ledgers and make manual calculations
 
Also there is a lack of general
of dividends for posting to savings ledgers. 


office equipment such as calculators, typewriters and adding machines.
 

Although a specific equipment list has not been formulated, the Caja has
 

concluded that each S&L should have as a minimum, data processing equipment
 

that will update and post the mortgage loan ledgers and maintain the general
 

ledger and savings ledger on a current basis. The equipment should also
 

have the capability of calculating and posting dividends to saving s ledgers. 

Accounting machines are available from the U.S. Manufacturers represented
 

in Bolivia that can provide these functions below the computer level.
 

Tncluded in the technical qssistance portion of the AID loan are
 

funds to provide for a technician to develop a program for the mechanization
 

of the S&L accounting system taking into consideration the expanded activities
 
in the country, and the softwarein the system, the communication limitations 

and maintenance services available in Bolivia.
 

B. Disbursement Procedures
 

It is anticipated that initial disbursements of US$500,000 will be 

made to the Csja Central upon satisfaction of the necessary conditions
 

precedent. Subsequent disbursements will be made to the Caja Central on a
 

reimbursement basis as funds on hand are expended for allowable project
 

costs or passed on to the associations in accordance with the cr-iteria for
 

utilization of AID loan funds described in Section i.A.3. 

C. USAID Monitoring Responsibilities
 

Primary implesmentation and monitoring responsibilities with the USAID 

Mission will rast with the Office of Capital Development. Within this 
office, a loan officer will work tlosely with the experienced local hire 

housing advisor. They will maintain close contact with the Caja Central to 

ensure full compliance with the Loan Agreement and implementation letters, 

and to identify and resolve 6rry implementation or policy problems which may 

arise. They will also coordinate the activities of the mission offices men

tioned below to the extent that they affect this project.
 

The Mission controller wil. assist the Caja Central in compliance with
 

AID disbursement procedures. 
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The Mission Engineering and Transportation Division (ETD) 	 will
 
as
participate in Mission project reviews. ETD 	will also assist requir

financed foreign cuirrencyed in preparation of equipment lists for AID 

procurement. ETDf will spot check construction projects from time to 

capacity of the individual S&L associationstime to verify the engineering 
in the case of large multi-story structures, will informallytm6 

verify the adequacy of engineering shown in the plans.
 

In addition to the mission officers mentioned above, it is anticipat

ed that a full time engineering inspector/advisor will be funded by the
 

Caja Central in connection with the Los Pinos Housing Investment
 

Guaranty (51_1-FG-O0). He will receive administrative support from the 

mission, and should prove to be a useful souce of advice and assistance 

with respect to this loan program.
 

D. 	Reporting Requirements
 

The following reports shall be submitted by the Caja Central:
 

1. 	Annual
 

a. Annual audit report, prepares by an inaepenaenT auacaior 

acceptable to AID. 

b. Annual financial reports for the Caja Central and the
 

individual S&L associations.
 

2. 	Quarterly (may be combined as appropriate)
 

a. Comparative data on movements of deposits, savings and
 

withdrawals for each S&L association.
 

b. 	Comparative data on number of savers in each S&L association.
 

c. Number, amount and purpose of loan applications (i) received 

and (ii) approved by each S&L association. 

d. Progress on construction and number of workers and 

professionals employed in construction financed by each S&L association. 

e. Narrative summary of the activity of the Caja Central and 

the S&L system. 

f. 	Such other reports as AID may require.
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E. Conditions and Covenants
 

In addition to the standard AID conditions and covenants, the loan 

agreement should include the following:
 

1. Conditions
 

Prior to first disbursement of the AID loan, the Caja Central 

shall submit to AID, in form and substance satisfactory to AID, the
 

following: 

a(i) A Savings Promotion Plan for the system, including 

complete description of the various elements contained within the plan, 

the means to be utilized and estimated cost of the respective elements, 

and an implementation schedule. Satisfactory implementation of this
 

plan will be a continuing condition to subsequent AID loan disbursements.
 

(ii) A plan for the recruitment and utilization of technical
 

advisory assistance.
 

(iii) A training plan for employees of the Caja Central and the
 

Bolivian S&L Associations.
 

-4-V) A time-phased plan for the acquidtion of the additiona.. 

staff necessary for the Caja Central and the S&L associations to enable 

these institutions to carry out the expanded program. Except as AID may 

otherwise agree, all such staff additions shall have been made by the 

end of CY 1974 in order to obtain AID loan disbursements for CY 1975. 

(v) An equitable plan for allocating the AID loan funds among
 

the S&L associations so as to maximize savings promotion efforts and
 

competition for these funds. This plan shall include estimates of
 

individual S&L savings grouth targets, projected disbursements to the
 

respective S&L's and criteria for the reallocation of unused S&L quotas.
 

(vi) A plan for the use of the interest spread on the AID loan,
 

including a provision or reserve against possible disparities between
 

cumulative mortgage readjustmants based on the cost of living and future
 
exchange rate fluctuation.
 

(vii) A statement of mortgage loan criteria, including maxit. 

amount, interest rates, eligibility requirements, etc;
 

(viii) Documentation necessary to verify that the Government of 

Bolivia guaranty is in fUl force and effect for any AID loan funds 

which may be disbursed. 

(ix) An arrangement whereby the GOB-guaranteed Los Pinos 

HIG project would be effectively isolated from the other operations
 

of the S&L system so thaL in the event of any shortfalls in that project,
 

the GOB would not have recourse to the assets of the entire S&L system.
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-2. Covenants
 

Except as AID may otherwise agree, the Caja Central shall, prior

to the end of CY 1974, have:
 

mi) Developed and put into practice a uniform procedures

manlua.
 

(ii) Organized an internal audit department.
 

(iii) 
 Arranged for the performance of administrative audits of
 
the S&L operations.
 

Except as AID may otherwise agree, or except for meeting shortterm 'Liquidity needs of the S&L's, the Caja Central shall not purchasenewly generated mortgages from the individual Bolivian Savings and Loan 
Associations. 

3. Preconditions to Execution of the Loan Agreement
 

As a precondition to the execution of the Loan Agreement,
 

to AID, for rescheduling the repayments of the existing $4o million

p'!so Central Bank loan to the Caja frnm 8 years with a 2 year grace
yeriod on principal payments to 20 years with a 10 year grace period. 

F. Evaluation
 

1. Criteria for Evaluating Success of Project 

An approach to the evaluation process is outlined in the framework below. The evaluation will be concerned with the major elements
of the project: (a) savings attraction and increasing financial selfsufficiency of the S&L System and (b) 
volume of housing financed,

including occupational groups which may have benefited. 
Although
evaluation will be a continuing process, a meeting will be held at least
 once a year between the USAID M4ission, Caja Central and S&L System
persornel involved in project execution and monitoring. Each of the
major elements will include, inter aia, the study of the following items:
 

a. 
Savings attrnction and financial self-sufficiency
 

(i) Compa:'ative ofmovements sight deposits, time deposits
and withdrawals fcr-each S&L association. 

(ii) Chnng.s in number and composition of savers in each 
S&L association.
 

(iii) Comparison in number, amount and purpse of loan
application received and approved by each S&L association.
 

(iv) Review of chaniges .incverall financial situation foreach S&L association for theand Caja Central. 
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Volume of Housing financed, including occupational groups
b. 

which may have benefitted
 

(±) Review of amount and type of housing financed by the 

system. 

(ii) Review of amount and type of employment directly and 

indirectly generated from construction financed by the S&L System.
 

(iii) Review of composition of borrowers from the S&L System
 

by occupation, income, delinquency, etc.
 

2. Impact on Employment and Construction Material Industry
 

a. Enployment
 

In order to verify the on-site employment forecast directly
 

resulting from this loan, the Caja Central, through the different S&L
 

associations, will require all contractors to report monthly on the
 

number of people employed by each pxoject. This labor force count will
 

be broken down by trade, and a regional summary prepared by each S&L 

association for submission to the Caja Central on a monthly basis. The 

Caja Central will then combine these regional reports into a national 

summary to be submitted to USAID on a semi-annual b6sis. USAID wil1 

compare this actual field data with that forecast in the loan paper,
 

and differences will be evaluated and reconciled.
 

The labor cost component of materials utilized in the
 

construction of projects financed under this loan could not realistically
 

be determined in the field, end therefore will not be required.
 

b. Construction Material Industry
 

The share of this project loan in the national consumption
 

of construction materials is estimated to be quite marginal, and will
 

have little effect on the industry as whole. Although such volume could
 

be realistically measured, it is not felt that the voluminous bookkeep

ing operation that would be required is justifiable in view of this fact.
 



UNCLASS TFTED 
AID-DLC/P-2O03 
ANNEX A
 
Exhibit 1 
Page 1 of 1 

CERTIFICATION PURSUANT TO SECTION 611 (e) OF THE
 

FOREIGN ASSISTANCE ACT OF 1q61, AS AMENDED
 

I, Arthur W. Mudge, the principal officer of the Agency for
 
International Development in Bolivia, having taken into
 
account among other factors the maintenance and utilization
 
of projects in Bolivia previously financed or assisted by the
 
United States, do hereby certify that in my judgement Bolivia
 
has both the financial capability and human resources
 
capability to effectively maintain-and utilize the capital
 
assistance project: SAVINGS AND LOAN DEVELOPMNT PROGRAM.
 

This certification is based, inter alia, on the Boivlan
 
Savings and Loan System's performance in the execution of
 
recent local currency loan financed development projects,
 
and AID housing investment guaranty projects.
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Ministry of Finance
 
Bolivia
 

Mr. Bdward W. Coy 
 Letter No. 01 1150
 
Director 
 La Paz, May 7, 1973.
 
USAID/Bolivia
 
La Paz
 

Dear Mr. Coy,
 

Subject: 	 US$ 6,000,000 Loan for
 
the Housing Program
 

As you are aware, officials of the Caja Central de Ahorro y Prestamo
 
para la Vivienda, together with technicians of AID and this Ministly,

have been 	working on the collection of data, background information,
 
as well as in the preparation of necessary documents for a loan appli
cation for the construction of dwellings of social interest on the
 
national territory.
 

The estimated amount to carry out the program has been calculated at
 
-6y000,000 and the terms of the credit should be the same as thos6
 
normally granted by AID.
 

The above 	prompts me to submit to your consideration, for subsequent
 
processing in Washington this formal credit request in the amount of
 
and with the objectives specified above. The estimated amount is
 
considered self-sufficient for the executing agency of the Loan.
 

I wish to 	express to you thaL the favorable consideration of this request will be greatly appreciated by the Government headed by Gen. Hugo
 

Banzer Suarez as a token of the spirit of cooperation of the Government
 
and people of the United States of America to the Governnmant and people 
of Bolivia.
 

I take advantage of this opportunity to reiterate to you the feelings

of our highly and distinguished consideration.
 

Sincerely 	yours,
 
U 

Luis Bedregal Rodo
 
Minister of Finance
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Bolivia
 

Mr. Edward W. Coy 
 Letter No. 01 1338
Director 
 La Paz, May 22, 1973.
 
USAID/Bolivia
 
La Paz
 

Dear Mr. Director,
 

For your information, and -withthe request that you inform us of your
official position regarding the application submitted by the President
of the Caja Central de Ahorros yPrestanos para la Vivienda, for a
$b.40,000,000 loan from the Government of Bolivia for 20 years at the same interest rate which the Central Bank of Bolivia would have granted

them, I quote below their request. 

Should an agreement be reached in this connection, the Ministrj of
Finance would incorporate the amount indicated in the General Budgetof the Nation for the years 1974, 1975 and 1976, in three eaupl inti

- ments. 

The following is the text of the note sent to this Ministry by the President of the Caja Central de Ahorros y Prestamos:
 

"CAJA CENTRAL DE AHORROS Y PRFTTAMOS PARA IA VIVItMA 

SG No. 710 -----
 La Paz, May 18, 1973 ----- Mr. Luis Bedregal Rodo 

Ministro de Finanzas ----- La Paz --- -- Dear Mr. Minister
 
We hereby---- make reference to the meeting hi-ld in the Office

of Lic. Jorge Rivero Vargas, Undersecretary of the Financial Ad
ministration Department of said Ministry, at which time theeconomic contribution was considered which would be made avilableby both the Government of Bolivia and the Government of the United
States of America to our S&L System 'with a v1 ew to creating thebest conditions for the future dev±oprment of the Savings Associations in La Paz and the interior of the contry. In the interview granted us by Li(. Rivero Vargas, ad with the participation
of officials of the USAID/Mission, specific reference was made to
note NoT-C2 -1150 addressed by your authority to the USAID Director 
in Bolivia regarding a loan by the Agency for International Development to the Cajc Cntral in the amount of US$ 6,000,000 nd tothe note of reply CAP/T-124/73 by Mr. Coy to your Office. ------
In this regard, we hereby submit to your consideration a loan re
quest for the Caja Central, in an amount of $b.40,ooo,oo at 20 years, with a 10 year grace period for the repayment of capital
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and at an interest rate of six percent (6%) per annum. In
 
addition to the terms and conditions mentioned above, which
 
was the object of the said interview, it was decided that in
 
principle the resources of the meritioned loan would originate
 
from the Treasury of the Nation and that loan disbuisement
 
would be made in partial amowts, between the years 1974 and
 
1976. 

"The granting of said finanicing by the Supreme Government
 
would make possible the concession by the Government of the
 
United States of America a credit to the Caja Central in an
 
amount of US$ 6,000,000 at 40 years, with a ten-year grace
 
period for capital repayment and at an an,-iu;.2 interest rate
 
of two percent (2%) during the grace period and -.hree per
cent (3%) to become effective on the date of amorti.,ation
 
payments. 

"The exceptional character of our request is based princi
pally on the mutual dependency of both financings, which
 
jointly will facilitate the realization of' the objectives
 

-crf-uiux-Systen, not only regarding the future S&L Systems' 
self-sufficiency, but also regarding the .roper attention
 
of the housing needs of thousands of families from iifferent
 
sectors of the urban population, '-hich urgle cy i.; becorning
 
more evident and prssing in the different capitals of the
 
Republic.
 

"The function fulfilled by the institutions making up our S&L
 
System, which is eminently social and nor-profit making,
 
constitutes a guaranty for the application asl use of the
 
mentioned resources in the most adequate conditions of the
 
socio economic environment surrounding the activities of the
 
Housing and Savings and Loan Associations.
 

"As you properly express, 1%1r.Minister, in yor note dated; 

May 4, 1973 the granting of the loan 'hich wye re hereby
 
requesting, given its dependency on the loan by the Govern
ment of the United States, will constitutc a token of the
 
spirit of collaboration or ' oth Go''. r,n-nt.; in :%.: endea'vur
 
having as its goal a highly :nocial ontent.
 

"We take this opportun:ity to citeiat to yc, the testimony of
 
our attention.------- rnesto Wende, Presient-----


We request your prompt reply so that we may intbrm the Caja, 
We remain,
 

Jorge Rivero Varrgas 
Subsecretary of Financial Administration
 
Ministry of Finance
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DRAFT
 
LOAN AUTHORIZATION
 

Provided:from: Alliance for Progress Funds
 
BOLIVIA: Savings and Loan Development Program
 

Pursuant to the authority vested in the Deputy U. S. Coordinator, 
Alliance for Progress, by the Foreign Assistance Act of 1961, as
 
amended, and the delegation of authority issued thereunder, I hereby 
authorize the establishment of a loan ("Loan"), pursuant to Fart I, 
Chapter 2, Title VI, Alliance for Progress, to the Caja Central de 
Ahorros y Prestanos pare la Vivienda ("Borrower") of not to e::ceed 
six million United States dollar (US$6,0c0,000) to assist in financinr 
the United States dollar and local currency costs of the Savins and 
Loan Development Prodram administered by the Borrower. 'De loan shall 
be guaranteed by the Gove-rment of' Bolivia ("Guarantor") and] shall be 
subject to the following terms and conditions: 

Borrower shall repay the Loan to AID in United States oliars 
within thI.rt{ 30) years from the !ate of the first disbursement. under 
the Loan, including a grace period not to exceed ten (10) years. 
Borrower shall pay to AID in United States dollars on the disbursed 
balance of the Loan interest at the rate of two oerceit(2' ) er annum 
during the grace period and four percent (4) jer annum thereafter. 

2. Other Terms and Coriitions 

(a) Except for marine ins;urance and ocean shipping, goods and 
services financed unider the Loan shal1 have their source and orig:i: 
in Bolivia and countries included in AID Geora'hic Code 941. ,'i,,n 
insurance financed un-ier the Loan shall have it:; ::curce an. c:i.ci: 
iii Bolivia or any ,ountry incluie,] in Ai Geo.rarhir Code 9-;!, 
provided, however, that such insurance :ny be i::nr,ced under <he 
Loan only if it is obtained on a competitive bri:is and any claims 
thereunder are payable in convertible currencies. Ocean shippir.:r 
financed unJer tiie Loan shall be procuredl in any contry ir,?ludec 
in AID Geograrhic Code 9!;. 

(b) United States dollars utilized under the Loan to finance 
local currency costs shall be made available pursuant to procedures 
satisfactory to AID. 
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(c) Prior to any disbursement of loan funds or the issuance of
 
a Letter of Commitment under the Loan Borrower shall submit evidence
 
in form and substance satisfactory to AID that:
 

(i) The Government of Bolivia guaranty is in full force
 
and effect.
 

(d) The Loan shall be subject to such other terms and condi
tions as AID may deem advisable.
 

Deputy U.S. Coordinator
 

Date
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BIOGRAPHICAL DATA OF KEY PERSONNEL 

I. CAJA CENTRAL
 

A. 
Board of Directors
 

1. Ernesto Wende Frankel
 

Executive President
 

Education: 
 Economist M.A.;Berea College, Berea, Kentucky.
University of California, Berkeley, California. 
Nebraska University,

Lincoln, Nebraska. 

Ecrience: 
Assistant to theAssistant Program Officer, USAID/5olivia.to the Director of the Interamerican AgriculturalFounder and Servp -e.President of "La Primera" S&L Association.President of the Caja Central, since 1966. 
Founder and
 

Director
"-GCviigS and of the Interkmeri nLoan Union. Director Interntional
Associations of Savings and Loans. 

Union of Societes and 
Governor of the Affiliated No. 16 ofthe American Savings and Loan Institute. 

2. Oscar Parada Perdiel 

Vice-President 

Education: Accountant; Accounting School, Santa Cruz, La Paz,and Monetary Studies Center, Mexico. 

Eaerience: General Manager, CentralGeneral Manager, Banco de Santa Cruz 
Bank of Bolivia. 

de la Sierra in La Paz. Present
position.
 

3. Hugo Alfonso Salm6 n 

Education: Lawyer; UniversidadAccounthg School, Paz. 
Mayor de San Anc-lrs,La Journalism Course, CEPAL. 

La Paz. 
Mfanagement Curce,La Paz, Publicity Course, La Paz. 

Expericn-e: 
 Lawyer, Journalist. DirectorDepartment of the LegRalof the Ministry of Foreign Relations. Secretary Gene'- 1 ofthe Ministry of Interior. Undersecretary of the Ministry of Ccrmunications. 
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Undersecretary of the Mtu-icipality of La Paz. 
Director of the

Agricultural Bank. 
Secretary Director of the Corporaci6n Boliviana de
 
Fomento. 
President of the Press Association. 
Manager of the French 
Press News Agency. 

4. Gaston Guillen 0. 

Education: Accountant; Accounting School, La Paz. Monetary 
and Banking Specialization, Mexico.
 

Eerience: 
Manager of tne Central Bank of Bolivia. Officer
 
of 	Banking and Public Credit, Ministry of Finance. Financial Manager of 
the 	Bolivian Development Corporation. Present Position.
 

5. 	 Col. Oscar Angulo T. 

Director appointed by the Ministry of Finance. 

Education: Military Engineer; Military School of Engineer
ing. Course on Social Housing, Santiago de Chile.
 

Experience: Military Attache of the Bolivian Embassy in
Paraguay. Commander of Military Divisions. President of'
kIouslng Council. 

?o+-
President of Military Housing Cooperative. Manager

of 	E4CIC Construction Company.,
 

B. 	Personnel
 

Heads of Denartments 

1. 	Luis Fernando Moreno
 

Chief of the Audit and Insurance Division. 

Education: Financial Auditor; Universidad Mayor de San
Andres, LA Paz. George Washington University. American University. 
Illinois University. 

Experience: Costs and Personnel Officer, Ccapnzu1aL f deMlinez.. 
USAID/B Accounting Division, local chief. USAID/B Audit Division,
local chief. 
President of the Independent Professionals Association.
 

2. 	 Gast6n MuA1a T. 

Legal Advisor to the Caja.
 

Education: Lawyer M.L.; Universidad de San Andr6s, La Paz.
Universidad Central de Madrid, Espafia. Tulane University, New Orleans, La. 
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Experience,; Official of the Ministry of Foreign Relations.Chief of the Legal Department of the Iriheramerican Agricultural Service.Legal Advisor of "La Primera" S&L Association. Founder of Caja Centraland the Bclivia S&L System. 

3. 	 Jaime Cajfas T. 

Chief Financial Department.
 

Education: 
 Economist Auditor; Universidad Mayor de San
Andres. 
Mexican Business Administration Institute.
 

Experience: 
 Cashier, Auditor of Telefonos Automaticos,
La 	Paz.Auditor, 'IBolivia"Insurance Company, La Paz. Auditor and Chief
of the Foreign Department of Banco Industrial, La Paz. USAID, Field
Auditor. Auditor and Adn'inistrative Manager, Emoresa Minera Unificada.Professor at the Universidad Mayor de San Andres.
 

4. 	 Jos6 Eduardo Frfas T. 

Chief, Technical Department.
 

Education: 
 Architect; Universidad Mayor de San Andrgs, La
 
Paz.
 

Experience: Professional activities. 
Professor at the
Universidad Mayor de San Andr6s, La Paz.
 

II. 	 SAVINGS AND 	 LOAN ASSOCIATIONS 

1. 	Jorge Fernandez Arroyo
 

General Manager of "La Primera" S&L Association, La Paz.
 

Education: 
 Economist; Universidad Mayor de San Andres, LaPaz. Business Administration School, Fundaci6n Gttulio Vargas, Sao 
Paulo, Brazil.
 

Experience: President of 	the Board of Directors of LaPrimera. Chief of the 	Tax Reforn Co-rnission. Director of FiscalPolicy. Chief of the Ec'ncm:L Studies De2partment of the' 	!inistr. ofFinance. General :ana-:r of Manufacturas Fernandez, La Paz. Treasurerof 	the National Industrial ChnmUer. 

2. 	 Raail Vivado Pizarro
 

General Manager 
 of 	"La Paz" S&L Association, La Paz. 
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Education: 
 Engineer; Louisiana State University. Mississippi

State College.
 

Experience: Administrator of Ford Bacon & Davis Consultants.Assistant Manager Matomas and Bol-Inca Mining Co. Manager Bol-Inca-ining-Co. Manager Artesanfas Textil Boliviana Ltda. Manager of the Bolivia

Productivity Center.
 

3. 	 Roman Paz 

General Manager of "Potosr" S&L Association, Potosf. 

Education: Lawyer; Universidad Toma's Frfas, Potos 
.
 

Experience: Professional activities.
 

4. 	Adrian Urriolagoitia
 

General Manager "La Plata" S&L Association, Sucre.
 

Education: 
 Lawyer; Universidad de San Francisco Xavier,
 
Sucre.
 

Experience: Professional activities. 
Manager of Sociedad
 
Comercial Importadora.
 

5. 	 Victor Flores Ovando 

General Manager of "Tarija" S&L, Tarija. 

Education: 
 Economist; Universidad "Juan Misael Saracho",

Tarija.
 

Experience: 
Professor at the University "Juan Misael

Saracho". 
Treasurer of the Minlcipality of Tarija.
 

6. 	Freddy Garr6n
 

General Manager of 	"Paititi" S&L Association, Trinidad. 

Education: Teacher; Normal Superior de La Paz.
 

Experience: 
 Director of "Trinidad" School. 
Owner of a
 
cattle enterprise.
 

7. 	 Antonio Ville~as 

General Manager of "La Promotora" S&L Association, 
Cochabamba.
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Education: 
Financial Auditor; Economist; Universidad
 
"Tom's Frfas" Potosf. 

Experience: Profession--. Activities.
 

8. 	 Juait Manuel Parada 

General Manager of "Guapay" S&L Association, Santa Cruz. 

Education: Accountant.
 

Experience: Vice President of the Banco de Santa Cruz de
 
la 	Sierra) Santa Cruz. Manager of commercial enterprises. 

9. 	Cristina de Mercado
 

General !,nager of "El Progreso" S&L .'ssociation, Oruro. 

Education: Accountant; Instituto Nacional de Comercio, 
Oruro. 
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Past USAID/B Assistance to The Bolivian Savings & Loan System
 

To First Last 

Loan No. Date A m o u n t (Institution) Disbursement Disburse.ent 

Loan 3 04.17.64 $* 200,000 La Primera 02.05.65 08.17.65 

24-920-494 
60006 08.01.65 $* 500,000 La Primera 08.30.65 11.18.66 

511-LCL-1009 06.02.67 $* 1,000,000 Caja Central 06.27.67 11.12.68 

511-LCL-1024 01.17.b9 $* 500,000 Caja Central 05.20.69 03.06.70 

511-HG-003 09.05.69 US$ 3,600,000 Caja Central 10.31.69 07.26.72 

511-HG-O04 09.26.72 us$ 6,000,000 Caja Central 

Local currency loan expressed in dollar equivalent at $bl2.00 = $1.00 exchange
* 

rate in effect during disbursement period.
 

TECHNICAL ASSISTANCE 

PIO/T 70164 us$ 6,000 
PIO/T 80072 US$ 2,600 

Geane B. Gill Insurance Spe,ialist 

Novenber 1967 Thirty days 

PIO/T 70163 US$.6,,333
 
Everett Mitchell Advertising Specialist
 

February 1968 2 months
 

PIO/T 70165 US$ 2,515
 
Herbert Basedow Accounting Specialist
 

February 1968 2 months
 

PIO/T 80122 us$ 8, 00 

PIO/T 70162 US$40, lh7 
Marlo Schram Sh&L Specialist 
July 1968 December 1970 

Invitational Travel US$ 2,000
 

Dallas Benewitz Mortgage Speciaiism
 

April 1972 40 .days 

TOIAL T.A. US$67,595 
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CA-A CENTRAL OPERATING BUDGET: 1973-74 

1973 1974
 
Estimated Estimated


Budget Items Budget Budget 

Salaries 1,244,0OO 1,650,000
Salaries Board of Director's members 187,500 216,0o0

Supervision and Advisory Services 
 60,000 69,(00

Personnel Services 
 10,000 12,0C(

Promotion and Advertising 
 150,000 172,500

Public and Tnternati nnAl P-InAt.inn ..... 1 

General Office Exenses
 
(including Depreciations and Write-Offs) 
 300,000 345,000

Auditing and Accounting Services 
 70,000 80,500

Financial Expenses 
 6,906,415 6,819,260
 
Insurance 
 180,000 207,000
 
Technical Services 
 100,000 115,000

Conventions and Seminars 
 80,000 92,C,00
Surplus 
 226,143
 

TOTAL BUDGET 9,407,915 10,242,403
 



CAJA CENTRAI 

BALANCE SHEETI 

PESOS BOLIVIANOS 
ASSETS 

AS OF DECEIIBER 31, 1972 

LIABILITIES 

CASH 

Cash on Hand and in Banks 
Time Deposits 
Insurance Reserve Deposits 

413,814 
1,518,022 

661,168 2, 593,0" 

Accounts Payable 

Taxes on Personal Services 
Interest Payable 
Purchased Mortgages Payable 

94,241 
4,912 

117,299 
2,600,000 2,816,452 

RECEIVABLES 

Accounts Receivable 
Insurance Premiums Receivable 

PREPAID ;ND DEFERRED ASSETS 
Prepaid Insurance anq Conissions 
Instalation and Organization Expenses 
Materials Inventory 
Operating Expenses 

IINEST:' :TS 
Loans 
:ortgages Purchased 
Readjustment Compensation Fund 

2,151,491 
343,886 

404,520 
209,600 
50,114 

!1444331 

12,771,000 
47,205,431 
29,503,353 

2,495,377 

2,108,565 

89,479,784 

Legal Reserves on Savings Deposits 
AID Local Currency Loans Payable 
FHLBNY 511-EG-003 Loan Payable 
Caja Central Mutual Capitalization 
Insurance Capitalization Fund 
jDonatiofi Fund 

Insurance Reserves 

1,778,433 
17,620,564 
71,666,551 

214,397 
1,000,000 

144,833 

1,331,104 

FIXED ASSETS 
Building 
Furniture and Fixtures 
Vehicles 

Less - Reserves for Depreciation 
Add - Revaluation of Assets 

TOTAL ASSETS 

225,063 
227,330 
80,216 
532,609 

( 132,308 
28,084 

-428t.385 
97,105,115 

Reserve for Social Benefits 

Reserve for Fxchange Fluctuation 

Savings Fund Reserve 

Surplus 

TOTAL LIABILITIES AND RESERVES 

225,329 

271,o66 

16,510 

19,876 

97,105,115 

(5 
-

dC~ 
ot 
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CAJA CENTRAL 

BALANCE SHEET 

AS OF DECEMBER 31, 19:1_ 

Pens 3olivianns 

ASSETS 
LIABILITIES 

CASH 
Cash on Hand and in Banks 1,738,825 Acc .unts Payable 72,612 
Time Deposits 1,355,303 Pay-ble to Employees Fund 121,859 
Insurance Reserve Deposits 609,567 Intl..rest Payable 62,477 

,703,6911 Pur -hases Mortgages Payable
,.! 

500,000 
756,948 

RECEIVABLES 
Accounts Receivable 940,694 
Insurance Premiums Receivablej 185,29S Le 'l]Reserves on Savings Deposits 1,291,227 

1,125,989 AlE Local Currency Loans Payable 17,815,889 
FHL INY 511-HG-003 Loan Payable 25,531,250 

PREPATD AND DEFERRED ASSLTS Caj Central Mutual Capitalization 205,261 
Prepaid Ttisuratnre and Commissions 424,SJ7 InE irance Capitalization Fund 863,049 
Instailatin and Organization Expenses 2ji.800 Dor ition Fund 144,833 
Materials Invent,,ry 47,08: 
Operatin- Expenses 1,10.-152 In rance Reserves 542,963 

1,868,57n 

INVESTMENTs 
Re ,'_rve for 

' 
Social Benefits 170,837 

Loa, 12,071,000 Re&.,rve for Exchange Fluctuation 4,513 
ortgages Purchased 27,8100 

39,920,000 Sa\Vings Fund Reserve 16,510 

.FIXED A ETS 
Build ii., 25,063 

(DtCficit) (283,179) 

Furai turu and Fixture 2n2.702 
Vehicles hi]c216 

507, qRl 

Less - Reserves for Denrev.iationi (89,.iOr) 
Add - Revaluation of' Assefs L"1 227 

-- tj.I, 48 

TOTAL ASSETS 7_,f60101 T0IAL LIABILITIES AND RESERVES 47,060,1.01 
TOTA+ 

V(D ftj 

0, . 
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STATEM7:NT OF OPERA TIO P o 

FOR UIE YFAR ENDED DECEMBER 31, 1972 
(In Pesos Bolivianos)
 

INCOME 

Interest on Loans 
 726,344

Interest on Time Deposits 
 121,522
 
Interest on Mortgages Purchased 4,165,576

Other Income 
 510,038
 

5,523,080 

EXPENSES
 

Salaries of F1mployees 
 864,233
 
Services of Directors 
 131925
 
Supervisory and Advisory Services 
 33,197

Personal Services Contract 
 4.I130
 
Promotion and Advertising 98,907

Public Relations 
 68,349 
Accounting and Auditing 
 23,107

Techaical Services 
 86,16o


T-nventions -and--Seminars 83,338
Gen2ral Office Costs 
 117,1!60
Depreciation of Fixed Assets' 
 48,400

Amortization of Installation Costs 
 26,200
 

3,937,75NET INCOME FROM OPERATIONS 


INSURANCE ACTIVITIES
 

Interest on Insurance Reserves 58,920

Allocation of Insurance Premiums 327157 

386,077
Less: 

Cornissions Paid 42,258 
Interest on Mortgages Being Liquidated 40,978 
Medical FIxaminations i,806 
Other Costs 
 47,303
 

32,p!4. 36 

Financial Costs: 
Interest on Loans ,, 2f
 

Surplus for the Period 10 P77
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STATEMENT OF OPERATIONS
 

FOR THE YEAR ENDED DECEMBER 31., 1971 
(In Pesos Bolivianos)
 

INCOME
 

Interest on Loans 744,219
 
Interest on Time Deposits 247,198
 
Interest on Mortgages Purchased 1,802,656
 
Other Income 210,962
 

EXPENSES 

Salaries of r iployces 68o404 
Services of Directors 132,352
55,771

Supervisory and Advisory Services 


3,902

Personal Service Contract 


Promotion and Advertising 125,405
 
Public Relations 52,881
 
Accounti.ng and Auditing 17,100
 
Technicn I Services
 
ConVenuions an Seminars 5,358
 
General Office Costs 100,980
 
Depreciation of Fixed Assets 45,900
 
Amortization of Installation Costs 26,200
 
Social Charges 130,772
 

i,460,506

1 445o6
NET Ic OME FROM OPERATIONS 

INSURANCE ACTIVITIES
 

Interest on Insurance Reserves 56,628
 
Allocation of Insurance Premiums 177,026
 

233,65' 

Le:;s:
 

Cormmissions Paid 44,678
 
Medical Examinations 9,727
 
Other Costs 28,026
 

.82,4-31
 
l'[1 -":
 

Financial Costs:
 
Interest on Loans 1.,978; 9--


Deficit for the Period (.28.17r,)
 

http:Accounti.ng
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8OLIVIAN SAVINGS IAND LOAN SYSTF.M 

ANALYSIS OF OP1"RATING COSTS 
FOR THE YEARS I972 AND 1971 

PESOS BOLI!JIANOS 

La Primera 
(L[a Pav.) 

La Primera 
(Cochabamha) 

Guapay 
(Santa Cruz) 

El Progreso 
(Oruro 

Ta-ija 
__) 

Potosi 
__ 

La Plata 
(Sucre) 

La Paz Paititi 
(Trinid-d) Totals 

.-)dLdrl'!s anu tees 
So.l Hlenefits 
Adv,'rtisin% 
Le',1 Expenses 
of:.', "upplies 
Llf'iv Equipment 
AudUi ervioes 
Rent 
Taxes ,.nd Licenses 
InS r.'J1CP 
Co,.-uni',,tions and Postage 
.lnnu-,,i tU Personnel 

Depxvt-ciatinn & Amortization 
Tr'i',e1 ..d Per Diem 
Charge'; to Rc-srves 

Oth'I. 
I ,ntest,c l.,ins ,,and Savings 

1,364,765 
271,512 

53,6113 
It,216 
51,H7 
Si,0i'7 

,000 
56,722 
6,932 
2,778 

1, fil 
26,182 

96,1147 
23,J82 
220,1115 

17,.)HI 
2.181.j7

7 

4.11 .61 68i 

366,661 
36,287 
8,316 
1,722 
9,928 
6,715 
5,000 

11,018 
-

8,242 

3,201 
4,093 

10,0117 
2. 0' 

i50 

),,'1n 
11061',, 

)i191). 

176,735 
63,873 
4,780 

-
2,591 
2.068 
6,00t) 

21,004) 

30,943 

726 
3,558 

7,265 
15,218 

-

2,000 
221 61,) 

4)qE8_,17 

190,572 
34,309 
9,300 
7,329 

14,753 
773 

-
18,000 
2,274 

-
902 

2,740 

11,523 
6,950 

-

22,658 
405 220 

7 

150,728 
27,584 
4,496 

15,350 
4,276 
1,56t 
3,00 
4,800 

-

-

1,585 
577 

2,923 
4,402 

-

23,184 
514 :171 
7 

1,-

75,504 
11,548 
2,850 
4,200 
1,580 

893 
-
-
-

-

1,330 
986 

119,972 
3,820 

-

13,025 
162 309 

185,913 
25,274 

-
-

2,423 
5,026 
1,000 
9,800 

-
3,180 
J,7036 
1,492 

6,197 
5,559 

-

796 
237 H40 

216 

463,277 
93,329 
10,097 

610 
7,415 

797 

64,200 
-
-

5,548 
-

34,503 
-
-

31,110 
979,8119 

-

4131,732 3,105,867 
11,702 575,418 
13,643 107,125 
1,232 311,659 
7,701 102,041; 
6,640 74,524 

18,011 
[85.s3) 
9,206 

- 4S,]111 
1,363 1'J,512 
6,965 46,.043 
6,749 2 ,66 
1,'1011'),2 1 

- 221. .11 
5,342 128. 891 
47,220 ,,87,,371 

4 0 

1'J 7 1 

-.irviu. and Fees 
OIci'il Ieictits 

ver Iisi 1.-
ILeg.il pExplcies 
Orfi~c Supplies
orri, .. Equipment 
Aud it hi1 Services 

r 
, n..d I. 'L9S S 

lrlstir.,i,-I : 
':oltw,'onI, a l i nlis and Postage 

I,+els,';I, Pvrs,,onn L 
i. t ion & Amortization 

rau\,i. i,. l',,r)im 
,.a ,vs to Re-erveq 

Or1h'! 
on Loans and Savings 

1.010,101 
20 ,'J1 
81, 15 
7.2i, 

32,297 
50, .110 
I H,0no0 
511,-,II ) 

1' 9 
t4& 122 

13,115 
20, ill 
"9, 501 
111,661 

27U,1160 
26,4,84 

1.71)7,7,. 
3,6' ,61 

275,51) 
66,125 
II,.618 

11,5165 
1') 105 
S,.001 
7, j01) 

-

1,528 
2 77i 

2,215 
1,593 

19.65U 
676,867 

1 I).10.01 

2141,2H 
115,6,8 
'1,.114 

-

li'6 
05 

5,0011 
21,04o) 

,20 

9,321 

25,925 
621 

2,06() 
331,61 
71 1 

-

17H,658 
28.3010 
6,801 
1"'1;0 
l, 17 

, 880 
-

1(,, 

')1 
2,71'4 

18. 57'1 
4,181 
7,8118 
It,926 

3 .S,'73 
6 q 'ii' 

1, '17 
1f0.302 
1. 51; 

721 
3. i3 

,27 
2,)0 
5n0 

800 
4102 

1'22 
I 'Ill) 
!..2 
b,S5,6 

291I5S 
'421 I),) 

811 00 
16,661 
2,650 
3.5010 
2.390 
1,366 
1,000 

-

-

1,102 
1845 

1,3148 
I,320 

6,025 
155,277 

8 '114 21 

-

1 

105,680 
17,90') 
1,250 

96(8 
2,186 
1,300 

-
7,800 

-
3,367 

'i6b3 
2,116 
6,3l9 
1,1 5 

4,872 
'j5.jSq 
5 386 

-

367,210 
56,8 6 
12,379 
6,329 
7,488 
4,f1'J5 

-
72,1)40 

-

-

-

-

4,905 
333,n"77 
87 10 

*l 

-
-
-
-
-

-95") 

-

-'4 

-
-

-

2,18H'1,256 
'147,;1.I 

IVI, ,7 
2f1122' 
77,172 
ql,.R7K 
11,361 

)79,71? 

7, 89 
,j,'J'l 

4ll1 

1114 '11') 
29) 1143 
287,21 

'0,68 
4,)006,)fi5 
I Ol01 4 

0 C: 

0 - r 
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BOLIVIAN SAVINCS AND OAN SYSTEM ANNEX CEXHtIBIT 5 

CASH FLOW PROJECTIONS 1973 - 1982 Page I of 3
 

Pesos Rolivianos 000's
 
1973 1974 1975 1976 
 1977 1978 1979 1980 1981 1982
 

SOUKCES OF CASH
 

Lash available at beginni.g of year 9,911 7,700 17,393 49,573 47,437 48,199 37,230 32,389 33,116 24,061 
Admorization of current mortgage portfolio 

interest 12,112 18,001 20,111 20,176 19,703 19,168 18,553 17,837 
 17,083 16,233

Principal 
 1,754 2,568 3,143 3,596 4,068 4,610 5,222 5,908 6,676 
 7,560
 

Amortization of Short Term Loans
 
Interest 
 5,583 2,292 - -  - - - -
Principal 
 748 376  -

Insurance Premiums on Current Portfolio 1,997 2,188 2,168 2,152 2,128 2,108 2,084 2,048 2,024 
 1,988

Accounts Receivable at 12/31/72 3,653 - - -  - - - - -
Management Fee - San Miguel 268  -
Los Pinos Receivable 
 6,776 - -
Los Pines Recuperation 
 - - 6,604 - - - - -  -
tHcusing Guaranty 511-iIG-003 7,800 7,500 
 7,400 7,200 7,000 6,700 6,400 6,200 6,000 5,700
Interest on liquidity Requirement - 8% 324 218 379 602 862290 484 729 1,005 1,156
.Li Free Savings Increase - Net 3,498 7,047 
 11,277 13,897 16,312 18,455 19,862 20,859 22,430 23,553

Central Bank Loan 34,000 
 6,000 -  - - -
AID Loan 
For Mortgage Lending - 40,000 30,000 20,000 - -
For Technical Assistance and Equipment - 13,860 12,460 3,680 - - -  - -

21 127. Interest From Contractors and New Mortgages - 4,800 3,600 7,200 4,800 7,200 7,200 7,200 9,600 9,600

Closing Fees on New Mortgages - 3% - 1,200 900 1,800 1,200 1,800 1,800 1,800 2,400 2,430 
Insurance Premiums on New Mortgages  400 700 1,300 1,700 2,300 2,900 3,500 4,300 5,100
 

Amortization of New Mortgages @ 12% 
 - 2,677 7,363 13,387 20,080 26,744 34,806 42,838 52,204 62,914 

lotal Sources of Cash 
 88,424 1 " 9 124.912 6 76 E7. ,54 156, 938 

jTILIZATION OF CASIH 

....... = .. ~. .
?.149 --
Current Liabilities 
 t,ou 
'Disbursements of Current Mortgage Loans 34,741 17,487 1,642 -  -

fl Savings Liquidity Requirement - 87 280 564 902 1,112 1,305 1,476 1,589 1,669 1,794 1,98f

interest on Current Long Term Debt 816 782 746 708 
 848 975 914 853 789 722
 
Amortization of Current Long Term Debt 747 
 782 817 855 1,096 1,336 1,381 1,426 1,475 1,526

Interest on 511-11G-003 5,965 5,884 5,796 5,701 
 5,598 5,485 5,363 5,230 5,086 4,92-

Amortization of 511-IIG-003 
 934 1,015 1,103 1,198 1,301 1,414 !,536 1,669 1,813 1,970

h6 Los Pines Land Costs 11,000 -  - -

Dividends
 
5% of Tied Savings at 12/31/72 
 62 62 62 62 62 62 62 62 62 62
 
8% of Total Other Savings 
 2,165 2.737 2.639 4,751 6,056 7,532 9,121 10,790 12,5S4 I4.46,4) Administrative Costs 
 9,699 10,221 12,630 12,736 H3,947 15,276 16,731 18,326 20,074 21,9)o
 

Mortgage Disbursements
 
AID Loan Funds 
 - 40,000 30,000 20,000 -  -
Reinvestments 
 - - ' 40,000 40,000 60,000 60,000 60,000 80,000 
 80,O0j
 

Other AID Loan Disbursements
 
Training 
 - 1,200 1,200 1,000 - - - . 
Equipment - 1,800 1.800  _

Technical Agststsance 
 660 660 680
 
Savings Promotion 
 - 3,000 3,000 2.000 
Office Improvements - 6,200 5,800 -
Liquidity Reserve - 1,000

AID Loan Interest 
 1,091 1,939 2,400 2,400 2,400 2,400 2,400 2,400 2.'.0.J 
Central Bank Loan Interest 
 2,040 2,400 2,400 2,400 2,400 2.400 2,400 2,400 2,400 2,-)-;
 

r5) Life and Disability Insurance 
- 1,- 400 700 1,300 1,700 2,300 2,900 3,500 4,300 5.!Q3 

Total Utilization of Cash 80,724 99,434 73,8)6 96,903 T6,713 100,656 104,397 108,325 132.777 137,45l 

Sources of Cash - 88,-424 116.827 123,409 144,340 124,912 137,886 '136,786 141,441 156,338 140, 2' 

Cash Surplus 7,7oo 1739 4: 3 47,437 j 937230 J .±~l 7239~'~ 
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BASIC ASSUMPTIONS MADE IN 
CASH FLOW PROJECTIONS.
 

The Free Savings Increase 1. Net is based on the assumption that
the $&L system will capture a greater share of the overall savings
deposit market and in 1982 will have garnered 12% of the projected

market, or approximately $bl80 million (US$ 9 million).
 

2. Building Contractors are provided 100% working capital financing

during the mortgage financed construction period at a rate of 12%.

The assumption is that this practice will continue at the current
 
interest level.
 

3. 
The current liquidity requirement is established by law at 8% of
savings. The projections assume that the 8% level will remain in
effect and the projections provide for an increase to the liquidity
 
reserve at 8% of the projected not savings increase.
 

4. Projected administration costs 
are based on data provided by the

CAWA CENTRAL and estimates developed by a consultant from the
National League of Insured Savings Associations.
 

5. 
The CAJA CENTRAL provides life and disability insurance coverage
to S&L mortgage holders at 
an annual rate of 1% on the face value of
the mortgage for the life of the loan. 
 The projections reflect the
premium collections and a corresponding deposit into an insurance
 
reserve for the payment of claims and to 
cover the costs of
 
administering the insurance program.
 

6. Not included in these projections 
are the gross revenues and
attendant costs applicable to the Los Pinos project, which in 1976
will generate an estimated gross income of $153,000 to the two
administering associations and will decline to an estimated of
$10'1, 000 by 1986. Approximately 35% of the gross revenue will be

expended in administering the project.
 

It should be noted that these net revenues will not be available to
the system, but are restricted to the two associations in La Paz.
For this reason it has been agreed to limit their participation in
the AID loan program to a total of 30O, 
even though the relative
deward for housing in La Paz is greater than the other cities in
 
which S&L's are located.
 



BOLIVIAN SAVINGS AND .0AN SYSTEM 

GENERATION OF REINVES';4M FUNDS 

FROM AMORTIZATION OF Nh :AORTGAGE LOANS 
Pesos Bolivianos 000's 

1974 1975 197(! 1977 1978 1979 1980 1981 1982 

Mortgage Lending Levels 

AID Loan Funds 40,000 30,000 20,01: - - - -

Reinvested Funds - - 40,0C0! 40,000 60,000 60,000 60,000 80,000 80,000 

40,000 30,00 60OC! 40 oooo 0 0 80,0 

1974 2,677 5,355 5,355 5,355. 5,355 5,355 5,355 5,355 5,355 

1975 - 2,008 4,0o6 4.016 4,016 4,016 4,016 4,016 4,016 

1976 - 4,01f 8,032 8,032 8,032 8,032 8,032 8,032 

1977 - -'2,677 5,355 5,355 5,355 5,355 5,355 

1978 " -- 4,016 8,032 8,032 8,032 8,032 

1979-- -. 4,016 8,032 8,032 8,032 

1980 4,016 8,032 8,032 

1981 - _ - 5,350 10,710 

1982 _ _ - - - - 5,350 

2.670 7,363 13.3E2 202080 26,744 34,806 2838 52204 62L914 m__] 

" 
0 
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CAJA CENTRAL 
PROJECTED BALANCE SHEET 

As of December 31, 1982 

(In $b. 000's) 

ASSETS 

Cash on hand and in Bank Deposits 
Receivables 
Prepaid and Deferred Assets 
Investments - Loans from S&L's 
Mortgage Portfolio 
Fixed Assets (Net) 

9,356 
2,500 
2,000 

219,000 
32,205 
1,428 

Total Assets 266.L489 

LIABILITIE
 

Current 250
 
Long Term Debt 224,703
 
Reserves and Surplus 41.S36
 

Total Liabilities, Reserves and Surplus 266,489
 

CAJA CENTRAL 
PROJECTED STATEMENT OF OPERATIONS
 

FOR THE YEAR ENDED DECEMBER 31, 1982
 
(In $b. 000's)
 

INCOME
 

Interest on Loans 12,861
 
Interest on Time Deposits 1,871
 
Interest on Mortgages Purchased 5.195 19,927
 

ADMINISTRATIVE EXPENSES 5,497
 

Net Income from Operations 14,430 

FINANCIAL COSTS 5,606 

SURPLUS FOR THE PERIOD
 

Note: This projection does not reflect surpluses generated from
 
-insurance activities.
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BOLIVIAN SAVINGS AND LOAN ASSOCIATION
 

PROJECTED STATEMENT OF CONDITION
 

(As of December 31, 1982).
 

(In $b. 000's)
 

ASSETS
 

37,426
Cash on Hand and in lanks 

2,417
Receivables 


433,842
Mortgage Loans. 

1,700
Investments 


15,023

Fixed Assets (Net) 


14750
Deferred Charges and Prepaid Assets 


Total Assets
 

LIABILITIES
 

180,75i
Current 

219,000
Long Term 


1,500
Deferred Income 

90,905
Reserves and Surplus 


__2,158
Total Liabilities, Reserves & Surplus 


75,468
Interest Earned 

1,800
Commissions Earned 


77,268
 

EXPENSES
 

16,493
Administrative Expenses 

27,321
Interest and Dividends 


Surplus for the Period
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CASH FLOW PROJECTIONS 1973 - 1982 Page I of 2
 

BOLIVIAN SAVINGS A1D LOAN SYSTEM 


. tvvlivnoa 000's 
1973' 1974 1975 1976 1977 1978 1979 1980 1981 1982 

as availahle at beginning of year 9,911 7,700 14,636 41,406 51,827 48,626 32,228 21,928 17,196 10,822 

inmrt.,ation of Current Mortgage Portfolio 
i.nerest 12.112 18,001 20,111 20,176 19,703 19,168 18,553 17,837 17,083 16,233 
... ipal 1,754 2,568 3,143 3,596 4,068 4,610 5,222 5,908 6,676 7,560 

timr, zation of Short Term Loans 
interest 5,583 2,292 - -

•incipal 748 376 - - - - - -

,us,,rance Premiums on Current Portfolio 1,997 2,188 2,168 2,152 2,1L28 2,108 2,084 2,048 2,024 L,988 
ounta Receivable at 12/31/72 3,653 - - - - - -

,inagement Fee - San Miguel 268 -

..s Pinos Receivable 6,776 - -

l.osPinos Recuperation - - 6,604 -

Ioitsing;uarantee 511-11G-003 7,800 7,500 7,400 7,200 7,000 6,700 6,400 6,200 6,000 5,700 
Invearment on Liquidity Requirement - 8Z 324 218 290 379 484 602 729 862 1,005 1,156 
Sree .Svings Increase - Net 3,498 7,047 11,277 13,897 16,312 18,455 19,862 20,859 22,430 23,553 
-ntcralBank Loan 34,000 6,000 - - - - - - -

Allh Loan 
tor ortgage Lending - 18,500 37,000 36,500 18,000 
r,,rrechnical Assistance and Equipment - 4,160 4,160 1,680 -

.. ..an 
Fr Mortgage LenJing - 10,000 5,000 5,000 -

-Jr other-actiities - 9,700 8,300 2,000 

127 interest from contractors on new mortgages - 3,420 5,040 7,380 6,960 7,200 7,200 7,200 9,600 9,600 
%Losing fees on iewmortgages - 3% 855 1,260 1,845 1,740 1,800 1,800 1,800 2,400 2,400 
,.surance premiums on new mortgages 285 705 1,320 1,900 2,500 3,100 3,700 4,500 5,3300 

Amortlzation of new mortgages @ 127 1,908 6,626 13,554 21,552 29,450 37,482 '5,514 54,885 65,595 

-al Sources of Cash 88.424 i02,718 133 856 !Ad7 149,90' 

bTILIZATION OF CASH 

Deposit Retention Incentive 21-9% 5,015 2,149 - -

Varrent Liabilities 7,260 -

1isbursements of Current Mortgage Loans 34,741 17,487 1,642 - - - - - -

Savings Liquidity Requirement - 87. 280 564 902 1,112 1,305 1,476 1,589 1,669 1,794 1,834 
Interest on current long tern debt 816 782 746 708 848 975 914 853 769 122 
Amortization of current long tern debt 
Interest on 511-IIG-003 

747 
5,965 

782 
5,884 

817 
5,796 

855 
5,701 

1,096 
5,598 

1,336 
5,435 

1,381 
5,363 

1,426 
5,230 

1,475 
5,086 

1,526 
4,92) 

;.o Pinos land costs 11,000 - - - - - - -

Dividends 
5 of Tied Savings at 12/31/72 62 62 62 62 62 62 62 62 o2 ,2 
87 of total other savings 2,165 2,737 2.39 4,751 6,056 7,532 9,121 10,790 12,584 i*,'68 

Administrative Costs 9,699 10,621 12,630 12,736 13,947 15,276 L6,731 18,326 20,074 21,990 
Mortgage disbursements 

AID loan funds - 18,500 37.000 36,500 18,000 

GOB loan funds 10,000 5,000 5,000 --

Reinvestments - - 20,000 40,000 60,000 60,000 60,000 80,000 80,000 
Other AID loan disburserents 

Training 1,200 1,200 L.000 - -

Equipment 1,800 1.800 , - -

Technical Assistance 660 660 680 - -

Savings i'ronotion 500 500 --

Other COB loan disbursements 
Savings Promotion 2,500 2,500 2,000 - -

Office Improvement 6,200 5,300 -

Liquidity Reserve 1,000 - -

AID Loan Interest 453 1.276 2,400 2,400 2,400 2,400 2,40) 2,400 2,400 
Central Bank loan interest and amortization 2,040 2,400 5,135 8,135 8,135 8.135 u,135 8,135 
GOB loan interest - 501 1,401 2,100 2,400 2,400 2,400 2,400 2,400 2,400 
Life and disability insurance 
.Amortization of 511-IIC-O03 "934 

285 
1,015 

705 
1.103 

1,320
1.19s 

1,900.
1,301 

2,500
1,4141 

3,1o
1,536 

3 lO0 
1 4:Ai 

4,50
-3 

5,3>,
1,7, 

Total tilization of Cash - 80 72 . t)',, 2 103,2/4 Lqs,_g 112,73 
2 

111_' 3 7 7 

Cash Surplus L7700 _1_j j j_27 4 8 ( 26 _)22 _ _1 8 17_ 0 2 _1 

(Based on a (43 Loan of $2 million)
 

BEST AVAILABLE COPY
 



BOLIVIAN SAVINGS AND 1]3AN SYSTEM 

GENERATION OF REINVES'"ENT FUNDS 

FROM AMORTIZATION OF NEW l )RTGAGE LOANS 

Pesos Bolivianos O00's 

Mortgage Lending lbvels 1974 1975 19 5 1977 '1978 1979 1980 1981 1982 
AID Loan Funds 
CMB Loan Funds 
Reinvested Funds 

18,500 
10,000 

-

37,000 
5,000 

-

36,'0 
5,( )0 

20,' 30 

18,000 
-

40,000 

-
-

60,000 

-
-

60,000 

-
-

80,000 
-

80,000 
-

80,000 

1974 
28,50 

1,908 

420 

3,815 

61.'LO 

3,1 L5 

5800 

3,815 

60,000 

3,815 

600 

3,815 

0,00 

3,815 

0,00 

3,815 

8000 

3,815 
1975 - 2,811 5,122 5,622 5,622 5,622 5,622 5,622 5,622 
1976 

- 4,:17 8,233 8,233 8,233 8,233 8,233 8,233 
1977 

- 3,882 7,764 7,764 7,764 7,764 7,764 
1978 

- 4,016 8,032 8,032 8,032 8,032 
1979 

- 4,016 8,032 8,032 8,032 
1980 

- 4,016 8,032 8,032 

1981 
- 5,355 10,710 

1982 
1,908 6,626 13_,14 29450 37 2- 45.514 54,885 65,595 

A.5 

n 



AID-DLC/P-2003 

ANNEX D
 
Exhibit 1 
Page 1 of I 

PROJECTS READY FOR FINANCING AS OF May 20, 1973 

Cost of Completion
 
Association City No.of Project time
Name of Project 
 Units ($b.) in months
 
"LA PRIMERA" La Paz Edificio "Busch" 14 1.872.934 9 

Edificio "Los Indios" 16 2101.879 10Edificio "Florida" 
 8 1.128.880 6

Edificio "Uyuni" 16 2.311.504 
 8

Edificlo "Villalobos" 
 104 15.392.000 24
Edificio "Guatemala" 
 40 5.880.000 16
 
Edificio "Calacoto 22" 
 8 1.200.000 10 
Edificio "Catacora" 8 1.200.000 10Edificio "Aspiazu" 
 20 3.400.000 16
 
Particulares 


"IA 100 8.000.000 12PAZ" La Paz Edificio "Libertador" 11 1.870.000 7 
Edificio "Esperanza" 18 1.512.000 7Edificio "Mexico" 
 17 2.748.101 12
 
Edificio "20 de Octubre" 
 60 10.861.356 
 18
Edificib "San Martfn de 

Porres" 
 1.6 1 .325.440 10Edificio "Sucre" 2k 3.840.000 10Edificiz "La Union" 40 6.400.non 10Particulares 
 60 6.ooo.ooo 12"IA PRCMOTORA" Cochabamba Urbanizaci'n "El Castillo" 40 2.400.000 8
Urbanizaci6n "Muyurina" 16 1.562.200 12
Edificio "Bolfvar" 24 3.710.400 10 
Particulares 
 35 2.947.000 12
"GUAPAY" Santa Cruz Urbanizacion "Los 100Tajibos" 11.527.000 10 
Urbanizacion "El Sirari" 100 11.308.000 11
Urbanizacion "Guapay 2" 
 20 2.300.000 
 6
Particula res 30 2.982.000 12"TARIJA" Tarija Urbanizacin "Las Americas" 23 3.200.703 8
Particulares 30 1.860.000 12
"POTOSI" Potosf 
 Edificio "26 de Infanterfa" 
 10 866.000 10 
Urbanizacion "Santa Monica" 8 732.800 8Edificio "Av. del Maestro" 20 2.580.000 9
Edificio "Renovacion 2" 12 1.788.000 9
Particulares 25 1.200.000 12"1A PIATA" Sucre Edificio "Charcas" 20 1.960.000 8 
Particulares 
 20 0 1.44o.ooo 12"EL PROGRESSO" Oruro Edificio "Pagador" 6 1.120.700 i0 
Urbanizatui6n "Armonia" 16 1.790.800 7Particulares 
 20 1.800.000 12
"PAITITI" 
 Trinidad Particulares 
 15 1.200.000 12
 
Particulares 
 15 1.200.000 12
 

TOTAL in $b. 1,185 138.629.697 
TOTAL in US$ 6.931.490 i1 

Converted at 20:1 
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CHECKLIST OF STATUTORY CRITERIA 

(Alliance for Progress) 

The following abbreviations 
are used:
 

Foreign Assistance Act of 1961, 
as amended.
 

FAA -


Foreign Assistance and Related 
Agencies Appropriations Act, 

1972.
 
App.-


MMA - Merchant Marine Act of 1936 as amended.
 

COUNTRY PERFORMANCE
 

Goals
Progress Towards country 

1. FAA 208; 251 (b) 

to which country is:extentA. Describe 

.V....uu
(1) Making appropriae eiiuru5 DV 

efforts with respect to food
 
increase food production and 


for food storage and production, storage, and dis
improve means AID Loan 511-L-042tribution. 
distribution, will contribute to these 

efforts.
 

The GOB program emphasizes
climate(2) Creating a favorable 

creation of a favorable climate
 
for foreign and domestic private 
 for sele.ted foreign and
 
enterprise and investment, 
 domestic private enterprise 

3n4
 

They are seeking
investment. 

special exemptions within 

the
 

for certainAndean Common Market 

investments.
 

The Government continues 
to
 

(3) Increasing the public's take an active role in the
 
role in the developmental 
 developmental process, and
 
process. 
 in so doing.to increase
 

popular participation. 

to be
The Government appears 

(4)(a) Allocating available it is able
much as
allocating as 

budgetary resources to deve-


to development.

lopment. 


http:doing.to
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(b) Diverting such resources The Government does not make
 
for unnecessary military ex- unnecessary military expendi
penditure (See also Item No.16) tures and does not intervene
 
and intervention in affairs 
 in the affairs of other nations.
 
of other free and independent
 
nations. (See also Item No.14).
 

(5) Willing to contribute funds The GOB, through the Central Bank, 
to the project or program. recently loaned the Caja Central. 

the equivalent of $2,000,000 tc;
 
allow the Caja to expand its
 
mortgage lending activity.
 

(6) Making economic, social, The Government is making these 
and political reforms such as efforts.
 
tax collection improvements
 
and changes in land tenure 

toward respect for the rule of
 
law, freedom of expression and
 
of the press and recognizing the
 
importance of individual freedom,
 
initiative, and private enterprise.
 

(7) Adhering to the principles The Government adheres to 
of the Act of Bogota and Charter these prinaiples.
 
of Punta del Este. 

(8) Attempting to repatriate Bolivia has urged repatriation 
capital invested in other of capital invested in other 
countries by its own citizens, countries by its own citizens, 

and is considering active meas
ures to accomplish such re
patriation.
 

(9) Otherwise responding to the The Government appears to be 
vital-economic, political, and doing this in an'increasingly 
social concerns of its people effective manner. 
and demonstrating a clear
 
determination to take effective
 
self-help measures.
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B. 	Are above factors taken into Yes.
 
account in the furnishing of 
the 	subject assistance?
 

Treatment of U.S. Citizens
 

2. 	FAA. 620(c). If assistance is to Not applicable. 
government, is the government 
liable as debtor or unconditional
 
guarantor on any debt to a U.S.
 
citizen for goods or services
 
furnished or ordered where (a)
 
such citizen has exhausted avail
able legal remedies and (b,) debt
 
is not denied or contested by such
 
government?
 

-s -. / ' L-s / -- -" 

to a government, has it (including
 
government agencies or sLibdivi
sions) taken any action which has the
 
effect of nationalizing,expropriating,
 
or otherwise seizing ownership or
 
control of property of U.S.
 
citizens or entities beneficially
 
owned by them without taking
 
steps to discharge its obligations
 
toward such citizens or entities?
 

4. FAA. 620(o); Fishermen's Protective Not applicable. 
Act. 5. If country has seized, or 
imposed any penalty or sanction
 
against, any U.S. fishing vessel
 
on account of its fishing activities
 
in international waters.
 

a. has any deduction required by
 
Fishermen's Protective Act been made?
 

b. 	has complete denial of assistance
 
been considered by AID Administrator? 



i 
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Relations with U.S. Government and Other 
Nations 

5. 	FAA. 620(d). If assistance is for any Not applicable.
 
produotive enterprise which will
 
cConpte in the U.S. with U.S. 
enterprise, is there an agreement
 
by the recipient country to prevent
 
export to the U.S. of more than 20%
 
of the enterprise's annual production
 
durirg the life of Lhe loan?
 

0. FAA. 620(j). Has the country permit- The Government of Bolivia has 
ted, or failed to take adequate taken adequate measures to 
measures to prevent, the damage or prevent the damage or destruc
destruction by mob action, of U S. 
 tion by mob action of U.S.
 
property? 
 property whenever possible.
 

-;. )AA.2O(1).the ha 	 Government instI,.:If country 	 The has 
failed to institute the investment the investment guaranty
 
guaranty program for the specific program.
 
risks of expropriation, in conver
tibility or confiscation, has the 
AID administration within the past
 
year considered denying assistance
 
to such government for this reason?
 

8. 	FAA. 620(g). Is the government of Bolivia is not in default
 
the recipient country in default on 
 in payment of principal and 
interest or principal of any AID interest on any AID loan 
loan to the countryt within the meaning of 

FAA 	6 20(q).
 

9. 	FAA. 620(t). Has the country sfevered Bolivia has not severed
 
diplomatic relations with U.S.? If diplomatic relations with
 
do, have they been resumed and have U.S.
 
new bilateral assistance agreements
 
been negotiated and entered into since
 
such resumption?
 

10. 	 FAA. 6 20(u). What is the payment Bolivia paid $47,671 in Sep
status of the country's U.N. tember 1972; therefore it is 
obligations? not delinquent within the 

meaning of 6 20(u). However. 
it remains approximately two
 
years in arrears on its assessed
 

contributions.
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If the country is in arrears, were
 
such arrearage taken into account
 
by the AID Administrator in 
determining the current AID
 
Operating Year Budget?
 

11. 	 FAA. 620(a). Does recipient 

country furnish assistance to Cuba, 

or fail to take appropriate steps 

to prevent ships or aircraft under 

its flag from carrying cargoes 
to or from Cuba? 


12. 	 FAA. 620(b). If assistance is to a 

government, has Secretary of 
State determined that it is not 
ontrolled by the international 


!smnunist movement. 

13. 	 FAA. 620(f). Is recipient country 

a communist country? 


14. 	 FAA, 620(i). Is recipient country 

in any way involved in (a) subversion 

of, or military aggression against, 
the U.S. or any country receiving 
U.S. assistance, or (b) the planning 
of such subversion or aggression?
 

15. 	 FAA. 6 20(n). Does recipient country
furnish goods to Noirth Viet-Pam or 

permit ships or aircraf:t under its 
flag to carry cargoes to or from 
North Viet-Nam? 

16. 	 FAA. 481. Has the Goverrsnent of the 
recipient country failed to take 
adequate steps to prevent narcotic 
drugs and other controlled sub-
stances (as defined by the Compre-
hensive Drug Abu:'e Prevention and 
Control Act of 1970) produced or 

processed, in whole or in part, in 

No, the recipient country
 
does 	not furnish assistance,
 
nor fail to take appropriate 
steps to prevent ships or
 
aircraft under its flag from 
carrying cargoes to or from
 
Cuba.
 

Bolivia is not controlled by
 
the international Communist 
movement according to the 
Secretary of State.
 

No, Bolivia does not have a 
Communist Government.
 

No. 	 Bolivia is not engaged 
in these activities.
 

No*, the recipient country does 
not furnish goods to Iorth 

Viet-Nam nor permit ships or 
aircraft under its flug to 
carry cargoes to or from 
North Viet-Nam.
 

The GOB is actively ooperatinf 
with USAIT) publi sa'fety advisors 
BN1DD representatives and other 
international agencies to take 
such steps as may be necessary 
to control drug traffic in 
Bolivia.
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such 	country, or transported 
through such country, from being
 

sold illegally within the Jurisdiction
 

of such country to U.S. Government
 
personnel or their dependents, or
 

from 	entering the U.S. unlawfully?
 

Military Expenditures
 

15.8% of FY 73 (Calendar year
17. 	 FAA. 62 0(s. What percentage of 
country budget is for military 1973) GOB budget is designated 

expenditures? How much of foreign for military expenditure. An 

exchange resources is spent on estimated $900,000 was targeted 

military equipment? How much is for equipment expenditure, but 

spent for the purchase of sophis- we have no figures on how much 

ticated weapons system? of that represented foreign 

exchange expenditure. There
 

(Consideration of these points were no purchases of sophisti

is to be coordinated with the cated weapons systems.
 

Bureau for Regional Coordinators
 
*-n1.1-M ary Assistance Staff
 

(PRC/RC)).
 

CONDITIONS OF M1IE LOAN 

General Soundness
 

18. 	FAA. 201(d). Information and con- The loan terms are reasonable 

clusion on reasonableness and le- and consistent with United 

gality (under laws of country and States and Bolivian laws.
 

U.S.) of lending and relending
 

terms of the loan.
 

19. 	FAA 251(b), 251(e). information The borrower has made an
 

and conclusion on activity's econo- application for loan funded 

mic and technical soundness. If assistance in this activity 

the loan is not made pursuant to a and there have been assur

multilateral plan, and the amount ances that the funds will be 

of the loan exceeds $100,000, has used in an economically and 

country submittc1 to AID an uppli- technically sourid manner. 

cation for such 'uzids together with 

assurance to indicate that funds 

will 	be used in an economically and
 

technically sound manner?. 
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20. 	FAA. 251(b). Information and 

conclusion on capacity of the 

country to repay the loan in-

cluding reasonableness of re-

payment prospects.
 

21. 	 FAA 611(a)(1). Prior to signing 
of loan will there be (a) engineer-
ing, financial, and other plans 
necessary to carry out the assist-
ance and (b) a reasonably firm 
estimate of the cost to the U.S. 
of the assistance? 

22. 	 FAA. 611(a)(2). If further legis-

lative action is required within 

recipient country, what is basis 

for reasonable expectation that
 
such action will be completed in
 
time to permit orderly accomplish
ment of purposes of loan?
 

23. 	 FAA. 6 11(e). If loan is for capital 
assistance and all U.S. assistance 
to project now exceeds $1 million 
has Mission Director certified the 
country's-capability effectively to 
maintain and utilize the project? 

24. 	 FAA. 251(b). Information and con-
clusion on availability of financing 
from other free-world sources, in-
cluding private sources within the 
Uhited States. 


There are reasonable prospects
 
for repayment by the Borrower
 
as discussed in Section II.B.
 
of the Financial Analysis. 

Since the loan funds are to be
 
administered by the Caja Central,
 
acting as an ICI, plans for eli
gible subprojects will not be
 
required. However, the Caja
 
Central does not make subloans
 
to the S&L system without re
viewing the FHA Insurance Appli
cations which indicate whether
 
the house meets FHA standards.
 
(See Section II.A., Institu
tional Analysis.) The cost of
 

been 	established and is considered 
to be reasonably firm. (See Sec
tion II.B.)
 

No further legislative action
 
in Bolivia is required for
 
implementation of this project.
 

Yes. (See Annex A, Exhibit 1.)
 

Financing for this activity is
 
not available from other free
world sources, including pri
vate sources within the United 
States, on feasible terms. 
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Loan's Relationship to A.hievement
 
of Country and Regional Goals
 

25. 	 FAA. 207; 251(a). Extent to which 
 This loan will contribute
 
assistance reflects appropriate currently to all these
 
emphasis on: (a) encouraging deve- objectives with the excep
lopment of democratic economic, po- tion of (b).

litical and social institutions;
 
(b) self-help in meeting the coun
try's food needs; (c) improving avail
ability of trained manpower in the
 
country; (d) programs designed to meet
 
the other important areas of economic,
 
political, and social development, in
cluding industry; free labor unions,
 
cooperatives, and voluntary agencies;

transportation and communication; plan
ning and public administration; urban
 
development; and modernization of
 
existingl aws.
 

26. 	 FAA. 209. Is project' susceptible This project could not be

of execution as part of regional 
 carried out as, part of a regional

project? If so, why is project project since it is designed

not so executed? 
 specifically to promote a self

sustaining savings and loan
 
system within Bolivia.
 

27. 	FAA. 251(b)(3). Information and 
 With 	an emphasis on urban hous
conclusion on activity's relation-
 ing development this activity

ship 	to, and consistency with, 
 will 	be complementary to Bolivia's

other development activities, and 
 rural community development pro
its contribution to realizable 
 gram 	 "Plan de Ehergencia" and
long-range objectives. 
 "Economic Development Plan". As 

such, it will contribute to the 
long-range objectives of the GOB 
of providing adequate housing to 
the people of' Boli .-ia. 

28. 	FAA. 251(b)(7). Information and This project should contribute 
conclusion on whether or not the 
 to the achievement of self
activity to be financed will con-
 sustaining growth in the S&L

tribute to the achievement of 
 system since it will provide

self-sustaining growth, 
 sufficient seed capital to allow
 

for a continuing and expanding
 
Mortgage Loan Program.
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29. 	 FAA. 281(a). Describe extent to 
which the loan will contribute to 

the objective of assuring maximum 

participation in the task of econ-

omic 	development on the part of 

the people of the country, through 
the encouragement of democratic, 
private, and local governmental
 
institutions. 

30. 	 FAA. 281bo. Describe extent to 
which program recognizes the par-

ticular needs, desires, and capa-

cities of the people of the country; 

utilizes the country's intellectual 

resources to encourage institutional 

development; and supports civic 
education and training in skills 
required for effective participation
 

S....... - -.	 r
 

cesses essential to self-government.
 

31. 	 FAA. 601(a). Informaftiin and con-
clusions whether loan will encourage 
efforts of the country to: (a) in-
crease the flow of international 

trade; (b) foster private initiative 
and competition; (c) encourage deve
lopment and use of cooperatives,
 
credit unions, and savings and loan
 
associations; (d) discourage inonopo
listic practices; (e) improve technical
 
efficiency of industry, agriculture,
 
and commerce; and (f) strengthen free 
labor unions.
 

32. 	 FAA. 619-. If assistance is for newly 

independent country, is it furnished 
through multilateral organizations or 
plans to the maximum extent appro
priate? 

This 	loan is aimed at the
 
stated objective through its
 
support of the developmental
 
efforts of private institutions
 
and the participation of the
 
people of the country in the 
developmental process. 

The loan directly recognizes 
these factors in the develop
ment 	of its assistance to the
 
S&L system by enabling the
 
system to be more responsive
 
to and capable of providing
 
for the needs and desires of 
the people of the country. 

The loan will be effective in
 
the area described in (c), 
since it is designed to create 
a self-sustaining savings and
 
loan 	 system. 

Not applicable.-
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33. 	FAA. 251(h). Information and con- Activity is consistent with
 
clusion on whether the activity is such findings and recommen
consistent with the findings and re- dations.
 
commendations of the Inter-American
 
Committee for the Alliance for
 
Progress in its annual review of
 
national development activities.
 

34. 	 FAA. 251(g). Information and con- Not applicable.
 
clusion on use of loan to assist
 
in promoting the cooperative move
ment in Latin America.
 

35. 	 FAA. 209; 251(b)(8). Information The loan will provide no 
and conclusion whether assistance direct assistance to regional
 
will encourage regional develop- development programs. However,
 
ment 	programs, and contribute to the Caja Central maintains 
the economic and political inte- membership and actively parti
gration of Latin America. cipates in activities of
 

Interamerican Savings and Loan
 
Association.
 

Loan's Effect on U.S. and AID Program 

36. 	 FAA. 251(b)(4); 102. 

Information and conclusion on pos- The loan will have no fore
sible effects of loan on U.S. econ- seeable unfavorable effect 
omyr, with special reference to on the United States economy. 
areas of substantial labor surplus, Some U.S. commodities will be 
and extent to which U.S. commodi- imported.
 
ties and assistance are furnished
 
in a manner consistent with improv
ing the U.S. balance of payments
 
position.
 

37. 	 FAA. 601(b). Information and con- There will be U.S., private 
clusion on how the loan will en- sector oarticiration in this
 
courage U.S. private trade and project since a portion of
 
investment abroad and how it will* the loan proceeds will be
 
encourage private U.S. participa- used to purchase tecnnical
 
tion in foreign assistance pro- services and some commodities
 
grams (including use of private from U. S. sources.
 
trade channels and the services
 
of U.S. private enterprise).
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38. 	FAA. 6Ol(d). If a capital project 

are engineering and professional 

services of U.S. firms and their 

affiliates used to the maximum 

extent consistent with the na
tional interest?
 

39. 	 FAA. 602. Information and conclu-

sion whether U. S. small business 

will participate equitably in the 

furnishing of goods and services
 
financed by the loan.
 

40. 	FAA. 620(h), Will the loan pro-

mote or assist the foreign aid 

projects or activities of the 

Communist-Bloc countries? 


=:::-.... -ac eS 

is financed by the loan, informa-

tion and conclusion whether such 

assistance will be furnished to 

the fullest extent practicable 

as goods and professional anb
 
other services fiom private en
-terprise on a contract basis. If
 
the facilities of other Federal
 
agencies will be utilized, infor
mation and conclusion on whether
 
they are particularly suitable,
 
are not competitive with private
 
enterprise, and can be made avail
able 	without undue interference
 
with 	domestic programs.
 

,--,.. _ ~ 

42. 	FAA. 252(-a), Total amount of 

money under loan which is going 

directly to private enferprise, 

is going to intermediate credit 

institutions or other borrowers
 
for use by private enterprise, is
 
being used to finance imports from
 
private sources, or is otherwise
 
being used to finance procurement
 
from private sources.
 

Professional advisory service
 
of U. S. firms will be used to
 
the maximum extent consistent
 
with 	the needs of the project.
 

U.S. small business will be
 
invited to participate when
 
appropriate.
 

No, 	the loan will not promote
 
or assist the foreign aid
 
projects or activities of
 
the'Communist Bloc countries.
 

me' 	e ~ i a--o.o2 tance wJ ]] .. 
be provided by private sector
 
groups ou a contract basis. It
 
is not contemplated that Federal
 
agencies will be utilized.
 

The entire amount-of the lcan
 
will go to private enterprise
 
through intermediate credit
 
institutions.
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Loan's Compliance with Specific Requirements
 

43. 	 FAA. 201(d). Is interest rate of 
loan at least 2% per annum during
 

grace period and at least 3% per
 

annum thereafter?
 

44. 	 FAA. 608(a). Information on measures 

to be taken to utilize U. S. govern-


ment excess personal property in 


lieu of the procurement of new items 


45. 	FAA. 604(a). Will all commodity 
procurement financed under the 


loan be from U.S. except as other-

wise determined by the President?
 

46. 	FAA. 604(b). What provision is 
made to prevent financing com-

modity procurement in bulk at 

price higher than adjusted 
U. S. market price? 

47. 	FAA. 604(d). If the host country 

discriminates against U.S. marine 

insurance companies. will loan 
agreement require that marine 

insurance be placed in the U.S. 
on commodities financed by the 
loan? 


,,8. 	 FAA. 6 04 (e). If off-shore procu-
rement of agricultural commodity
 
or product is to be financed is 
there provision against such pro

curement when the domestic price 
of such commodity is less than 
parity?
 

-i. FAA. 611(b). If loan fihances 

wrter or water-related land re

O'Jrces construction project or
 
rvo,ram, is there a benefit-cost
 

Yes
 

The Mission will ensure that
 
the Borrower is apprised of
 

the availability of excess
 
U.S. 	Government property and
 
that 	the Borrow.:er purchases 
that 	property which fits its
 

needs. 

Yes, 	 Code 941, U. S. and 
Bolivian sources will be
 
used for procurement.
 

Ary bulk commodities which
 
may be procured will be
 
subject to the bid procedure.
 

In the unlikely event that
 
Bolivia discriminates a .inst
 
any U.S. marine insurance 
company, commodities purchased
 
with loan funds will be insured 
against risks with a U. S. com
pany 	as required by this section.
 

Not applicable. 

Not applicable. 
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computation made, insofar as 
practicable, in accordance with 
the procedures set forth in the 
Memorandum of the President 
dated May 15, 1962. 

50. 	 FAA. 611 c). If contractors for 

construction are to be financed,
 
what provision will be made that
 
they be let on a competitive basis
 
to maximum extent practicable?
 

51. 	FAA. 6 20(g). What provision is 

there against use of subject as-

sistance to compensate owners for 

expropriated or nationalized 

property?
 

52. 	FAA. 612(b); s 636(h). Describe 

_____ to the 

maximum extent possible, the country 

is contributing local currencies to 

meet the cost of contractual and
 
other services and foreign curren-

cies owned by the U.S. are utilized 

to meet the cost of contractual and 

other services.
 

53. 	 Ap. 104. Will any loan funds be 
used to pay pensions, etc., for 
military personnel? 

54. 	 App. 106. If loan is for capital 

project, is there provision for 

AID approval of all contractors 

and contract terms? 


55. 	 App. 108. Will Piy loan funds be 
used to pay U. - assessments? 

56. App. 	 Compliance regula-C09. with 
tions on em,)loyment of U. S. and 
local perso.nnel for funds obligated 
after April 30, 196h (Regulation 7) 

Not applicable
 

Assistance will not be used
 
to compensate owners for
 
appropriated or nationalized
 
property.
 

The Central Bank has contri
1 

$2 million in pesos to the 

project. 

No Bolivian pesos owned by the
 
U.S. are available for financing
 
this project.
 

No loan funds will be used_
 
to pay pensions for military
 
personnel;
 

Since the loan funds will be
 
reloaned by the S. & L. As
sociations AID will not ap
prove contractors or con
tract terms.
 

No. 

Will 	comply. 



Will 	a loan funds57. 	 F) 

be used to finance purchase, long-
term lease, or exchange of motor 

vehicle manufactured outside the 


United States, or any guaranty of
 

such 	a transaction?
 

any loan funds
58. 	 App. 401. Will be 

used 	for publicity or propaganda 


purposes within U. S. not author-


ized 	by the Congress?
 

59. 	 FAA. 620k-. If construction of 

production enterprise, will 

aggregate value of assistance to
 

U.S. 	 exceed $100be furnished by 
million?
 

Does 	the U.S. own-
60. 	 FAA. 612(d). 

excess foreign currency and, if 


so, what arrangements have been
 

made for its release?
 

61. 	MMA. 9l.b. Compliance with re-


that 	at least 50 perquirement 
centum of the gross tonnage of
 

commodities (computed separately
 

for dry bulk carriers, dry cargo
 

liners, and tankers) financed
 

with 	funds made available under 

this loan shall be transported
 

on privately owned U. S. flag
 

comercial vessels are available
 

at fair and reasonable rates.
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No. 	Any motor vebicles needed
 

will be imported from the 
United States, unless other 
procurement is authorized.
 

forNo funds will be used 

publicity purposes within
 

the U. S.
 

Not applicable. 

S. does not own exces s....,U. 
for~ign currency in Bolivia.
 

Regulation will be complied
 

with. 




