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The productiod of handicraft articles has always been a fundamental
activity in the daily lives of ‘a large proportion of the indigenous
Bolivian population. Handicraft activities began with, and are still
largely directed toward, efforts to satisfy pragmatic needs. More
recently, however, increasing quantities of handicraft products have been
" produced for sale with a view to augmenting family incomes. Sales have
mostly been directed to the small internal tourist market, and expovts of
handicraft products have never been strong.

This is unfortunately because in Bolivia, as in other developing
countries, almost all handicraft artisanc are poor. If the sales and
profit margins of the articles they proiuce can be increased, a direct
impact could be made on the incomes an.i well-being of these poor
artisans. This fact has long been recognized by development agencies and
charitable organizations, and efforts have been made in numerous
countries to increase handicraft exports. Too often, however, past
efforts have concentrated on trying to find outlets for indignously
designed and fabricated articles rather than on using artesanal skills
developed over decades to produce products designed to meet identified
demand in overseas markets. B

With this in mind, and in order to design a project which would
increase artisans' incomes and promote the productive exploitation of
some of Rolivia's unique raw materials, USAID/Bolivia hired marketing
consultants early this year to assess the quality of Bolivian handicraft
products and select the most promising products for export promotion.

The product category the Mission has selected is hand-made camelid
(llama and alpaca) knitwear because of the uniqueness of camelid fiber,
the profitable markets for high quality knitwear available in the United
States, and the well developed talents of Bolivian knitters.

Current artisan knitwear production is characterized by the use of
traditional designs and Andean motifs with limited marketability, poor
product consistency, limited knowledge of, and access to, export markets,
and rudimentary production and commercialization practices. In order to
increase exports dramatically, the approach followed by almost all
Bolivian artisan knitwear organizations to date must be radically
changed. Rather than continue to produce traditional, low quality
knitwear for unknown markets, a market-oriented approach must be adopted
under which markets are identified first, and products are designed in
response to market tastes and sold through established and reliable
channels. The volume of Bolivian knitwear produced will have to be
increased and its quality will have to be improved. Management and
- commercial practices will also have to become more etfficient and

professional.



- TePWoposed project aims to increase the incomes of artisan
knitters and the level of non-traditional Bolivian exports. Its purpose
is to provide artisan knitwear organizations with production, marketing
and training services which will enable them to sell to more remunerative
overseas markets. The project will establish a Foundation to provide
these services to four artisan knitwear groups in the Cochabamba area.

The project's strategy call for (1) the rigorous application of a
market-oriented approach in order to design and sell high quality
artisanal knitwear products in the more remunerative markets in the U.S.
(2) running the proposed Fourdation and export sales efforts in a
business-like and professional manner, (3) keeping the project as
uncomplicated as possible (concentrating one product category and a few
artisan organizations in the Department of Cochabamba, and limiting the
gize of the Foundation's staff), and (4) selecting artisan organizations
‘to participate in the project whicii remunerate their kaitters well.

The Foundation to be established under the project will provide
artisan organizations with services in the areas of market research,
product design, raw material procurement, production control and
improvement, artisan fraining, and management training, It will act as an
export sales agent for its artisan organization clients, and facilitate
their accees to credit and other commercial services. The Foundation
will be governed by a nine-person Board of successful Bolivians wio have
an indirect interest in promoting artisanal knitwear exports (e.g.
bankers, textile industry representatives, community leaders). It will
operate on a non-profit basis, charging a commission on the sales of
knitwear it arranges, whici will be set to cover its cost of providing
services. During the project's initital years, the Foundation will rely
heavily on technical assistance to be provided by a consulting firm with
extensive experience in the U.S. apparel industry and the ability to
subcontract for specialized fashion industry services.

Virtually all of the beneficiaries of this project are women who
reside in rural areas and knit part-time to augment personal or family
income. The project's financial aralysis shows that average income per
artisan from knitting by the end of the project in 1989 will increase to
$142, up from a range of $2.50 to $20 currently earned. Annual
production of hand-knitted sweaters by Foundation clients will have
increased from 39,200 to 223,700. The Foundation will be completely
self-financing by Year 5 of its operations and be able to continue
providing services to artisan knitting organizations without AID
assistance.

Summary Project Budget




1.
II.
III.
1v.
V.

Technical Assistance
Training

Operating Expenses
Commodities

Expansion of Prod. Capacity

Total Project Elements
Contingency/Inflation

Total Project Cost

TABLE 1:

SUMMARY PROJECT BUDGET

(U.S. Dollars)

LOCAL CONTRIBUTION

AlD
G R ANT FOUNDATION ARTIS. ORG. -

FX LC TOTAL FX LC TOTAL LC TOTAL GRAND TOTAL
2,069,000 2,069,000 - 2,069,000
45,000 17,000 62,000 14,500 14,500 50,000 64,500 126,500
132,200 332,600 454,800 196,800 267,100 463,500 463,900 928,700
45,000 23,200 68,200 68,200
880,000 880,000 880,000
2,291,200 372,800 2,664,000 196,800 281,600 478,400 930,000 1,408,400 4,072,400
202,000 134,000 336,000 22,956 32,799 55,755 112,310 168,065 504,065
2,493,200 506,800 3,000,000 219,756 314,399 534,155 1,042,310 1,576,465, 4,575,465
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II. PROJECT RATIONALE AND DESCRIPTION

A ‘ill, like other Latin American countries, produces artisanal
items which are unique both because of the rare talents of many of its
artisans and the special raw materials they employ. Such articles
include hardwood carvings, traditional, hand-loomed mantas, pewter
figures, and camelid fiber knitwear. As is also common elsewhere, the
artisans who make these products are almost entirely from the more
disadvantaged segments of society.

The production of handicraft articles has always been a
fundamental activity in the daily lives of a large proportion of the
indigenous Bolivian population. Uandicraft activities began with, and
are still largely directed toward, efforts to satisfy pragmatic needs.
Moze recently, however, increasing quantitites of handicraft products
have been produced for sale with a view to augmenting family incomes,
although sales have mostly been directed to the internal tourist market.

During the past year, USAID/Bolivia has investigated the
possibility of developing a handicraft export project in order %o
increase the incomes of disadvantaged artisans and to ptomote the better
exploitation of the unique raw materials and artisanal talents available
in Bolivia . Accordingly, the Mission contracted the firm of New Ideas
Limited in_January 1984 to survey the Bolivian handicraft sector and
assess the quality of artisanal products being produced and artisan
talents. New Ideas was asked Lo select items for which export prospects
appeared most promising.

The New Ideas team was very favorably impressed with what it
discovered in Bolivia and recommended that emphasis be placed on the
production and marketing of apparel products, especially alpaca and llama
knitwear. Apparel products were .singled out because of the potentially
higher profit margins such products can command, especially at the higher
end of the market. Alpaca and llama knitwear were recommended because
Bolivia, along with Peru, has a monopoly on the production of these
camelid fibers*, 1In addition, both the New Ideas consultants and those

Although alpaca garments have already been sold in the US and Europe
for several years, and alpaca fiber has thus been widely accepted in
quality knitwear, better llama wool is at least'as fine a fiber for
knitwear products. In fact, many articleg currencly sold as "100%
alpaca" are a mixture of alpaca and llama twool. About 40% of the
world's llama population is raised in Bolivia, while only 10%Z of the
alpaca population is located in Bolivia. Given this fact, and the
high quality of good 1llama wool, although initial emphasis will be
placed on the production of alpaca garments, which already have good
market acceptance overseas, as the project proceeds substantial
attention will be given to the production of llama knitwear.
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from the firm of Creative Associates, which was contracted during the-

intensive review, confirmed that the knitting ability of Bolivian

ba favorably compared with that of master knitters
Creative Associates' team also surveyed the large

wear markets in the U.S. and concluded that high quality

twear products could be readily sold if both production and

marketing practices -were improved.

An additional important factor to USAID in choosing to
concentrate on knitwear exports is that over two-thirds of knitters
nationwide, and virtually 1007 of knitters in Cochabamba, where the
project will be concentrated, are women. All of these women are poor,
and the majority live in rural areas. The income they earn from knitting
is their only source of funds for personal expenditures (clothes, etc.)
and, in the case of married women, provides funds for needed purchases
for their children which otherwise could not be made.* The knitting
income of these women is however, currently very, very low. Most
gweaters are sold locally at dollar equivalent values which have
plummeted with the devaluation of the Bolivian peso. Currently, knitters
belonging to artisan organizations producing better quality knitwear
receive the equivalent of a dollar fifty for each sweater they knit. An
average part-time hand knitter will knit thirteen sweaters per year,
spending about 30 hours per cveater, and thus earns significantiy below
the Bolivian minimum wege (currently about $11 per month).

Although Bolivia possesses high quality raw materials and
excellent knitters, in order to tap more remunerative export markets and
increase knitters' incomes, significaut changes must be made in current
production and marketing practices. Current artisanal knitwear
production is characterized by the use of traditional designs with very
limited marketability, oftentimes \:ucoordinated production practices, and
rudimentary commercial practices, as well as limited knowledge of, and
access to, export markets,

The most commonly produced sweaters in the La Paz and Cochabamba
areas feature natural colors (beige, brown and black) and Andean motifs.
These sweaters can be sold only within the small domestic market and to
tourists. Although knitters have the talent, in terms of knowledge of
stitches, to produce quality sweaters, oftentimes thoy lack the abilicy
or motivation, given their low remuneration, to size or finish their
products correctly. This is much more prevalent in the La Paz area where
knitters are -~ot organized and individual products are sold to middlemen
for resale in retail shops in the city. In Cochabamba, many knitters are
organized into groups working for cooperatives or privately owned
knitwear companies, while the quality of the sweaters they produce is
much better, traditional designs still dominate.

—— - L. = ieemas - REREN

* Women belonging to knitting cooperatives are also remunerated in the
form of free health services for their families and access to lower
cost basic food items.

**  These women are, however, among the more fortunate knitters in
Bolivia. Those working individually producing lower quality
sweaters earn only about 20 cents per sweater.
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Commercial practices are completely ad hoc in La Paz and in many
) Department of Cochabamba. While production is much more
_the knitwear organizations working in Cochabamba, accounting
jventory control, training activities, and sales methods will
have to eignificantly improved in order to meet the challenges of the

international marketplace.

Bolivian knitwear export possibilities have always been very
limited because of the quality of knitwear produced and poor marketing
techniques. Among the organized artisanal groups in Cochabamba, only
Fotrama, the oldest artisanal cooperative in Bolivia, and two or three
smaller groups have exported. The smaller groups have produced
traditionally designed knitwear and sold it in limited quantities through
religiously affiliated handicraft outlets in Europe.

Fotrama has a sales agent in the U.S. who operates twelve retail outlets
through which products are sold. This agent helps Fotrama design
knitwear which will sell more easily in the States. More recently, two
privately owned concerns, Kay Huasy in Cochabamba and La Lana in the La
Paz, have begun designing and exporting sweaters which do not use
traditional Bolivian motifs and use colors more imaginantively. All in
all, however, total Bolivian exports of knitwear has articles has
remained small.

Juring the last eighteen months, exports (of all kinds) have been
made much more difficult with the enactment of exchange control L
measures. --At a time when the Bolivian peso is devaluating sharply and
exports are the most promising means of reactivating national production
and earning foreign exchange, the GOB has chosen the counter-productive
policy of attempting to maintain an artificially low official exchange
rate and force all exporters to turn in their foreign exchange earnings
at the official rate. Exporters who have followed the exchange contiol
rules have been forced to accept up to seven times less than the real
value of their export earnings which at the same time losing access to
the foreign exchange they need to import critical production inputs.
Recently, the exchange control measures were theoretically modified to
provide that exporters will have access, at the official rate, to 30% of
the foreign exchange they remit, but only for needed imports of
production inputs. This modification has failed to provide a meaningful
incentive to export. Practically no private sector production has been
taking place for export and what exports there have been, have left the
country illegally. This includes the current exports of Fotrama, Kay
Huasy and La Lana, who have exported products as tourist baggage through
travel agencies. This practice, though technically illegal, has been
tolerated by the Bolivian authorities.

[

Studies carried out during the intensive review, and the actual
success, although limited, in exporting better designed sweaters
experienced to date by Fotrama, La Lana, and Kay Huasy indicate that the
potential exists to increase Bolivian artisan knitwear exports
significantly. This would directly benefit the knitters by augmenting
their income, as well as provide a stronger market for the alpaca and
llama wool produced by Altiplano campesinos and help earn more foreign




excha ‘§ip Bolivia. In order to accomplish these objectives, however,
the app followed by most artisan knitting organizations must be
radicalf changed. Rather than continue to produce traditional products
for unknowm markets, a market-oriented approach will have to be followed,
under which first it is determined what markets are most promising, what
is desired in terms of product design, and what marketing channels are
available. Then, knitwear products and marketing strategies will need to
be designed accordingly. Overseas markets are very demanding and
competitive. One unfilled order can doom a supplier. Consequently, in
order to compete effectively, Bolivian knitwear producers will have to
take steps to increase the volume and consistency of quality of their
products, and adopt more professional, "business-like" management
practices.

B. Project Goal, Purpose, Outputs, Inputs

The goal of the proposed project is to increase the incomes of
artisan knitters. A subsidiary goal of the project is to increase the
level of non-traditional Bolivian exports.

The purpose of the project is to provide Bolivian Khitwear
organizations with production, marketing and training services which will
enable them to sell to more remunerative overseas markets. The project
will establish a foundation to provide these services, on a
cost-reimbursable basis, to four artisan knitwear organizations in the

Cochabamba area.

The important assumptions which link the attainment of the project's
goal and purpose are: {1) that remunerative export markets exist; (2)
that high quality, well-designed Bolivian knitwear articles can be
produced in adequate quantities for sale to these markets; (3) that the
serious barrier to legal exports represented bv the GOB's current
exchange controls can be overcome, at least sufficiently enough to
provide for profitable exports; (4) that sufficient supplies of camelid
yarn will be available to artisan knitwear groups, and(5) that the
knitwear groups with whom the Foundation will work will pass on the
higher profits they gain from their exports to their knitters,and that
these knitters will modify the design of their knitwear and knit more
articles in response to greater earnings prospects.

The main output of the project will be a well-functioning service
organization established as a foundation. The Foundation's board and
staff will provide marketing, design, production and training services to
knitwear groupa in Cochabamba. Marketing strategies will be established
and carried out. Production of knitwear will be increased and improved.
Export markets will be established, and the artisan organizations to
which knitters belong will be employing improved management and
commercial practices. '



Ipiﬂingﬁts to the project will include techaical assistance,
trainingjegerating cost support for the Foundation, commodities
(vehicles, furniture and equipment) necessary to set up the Foundation,
and investment by the Cochabamba artisan knitting organizations in
expanded operations . Some of these inputs will be financed entirely by
AID (TA, overseas training, commodities). Operating expenses and
in-country training costs will be shared by AID and participating artisan
groups (through the payument of commissions to the Foundation on export
sales realized), with AID's share declining as the project proceeds. In
addition to the project costs that the participating artisan
organizations will finance through commissions paid to the Foundation,
these groups wili also finance the expansion of their own operations
(staff salaries, working capital, raw materials, training and supervision
costs, plant expansion, etc.).

C. Project Strategy

The project's strategy to increase artisanal knitwear exports has
four components. First and most importantly, the market-oriented
approach described earlier will be applied rigorously. , This approach
calls for producing for specifically identified markets and improving
products so that they appeal to international buyers, rather than
producing and worrying about marketing latter. In countries which have
been successful in increasing artisanal exports, this has been the
approach which has worked best. For instance, in India in the late
1970's New Ideas Ltd. was contracted by a state trading company to
identify a handicraft product which could be exported to increase artisan
_income. The team created a new product - high quality, specially treated
leather for use in fashion garments - which it knew, because of prior
investigation, would have a ready market in high fashion markets. The
export of leather pieces produced by Indian artisams for various types of
garments increased dramatically as a result of the project New Ideas Ltd.

began.

. In Ecuador several years ago, a group of concerned citizens set
up the Asociacién Ecuatoriana de Productos Artesanales (ASEPA) and began
exporting natural fiber hats. ASEPA soon i1zalized that the design of its
hats would have to be modified and their quality improved in order to
sell well overseas. Designers were hired, and today,the artisan hat
making industry is benefitting thousands of rural Ecuadorianms.

As noted earlier, both Fotrama and La Lana Ltd. in Bolivia have
had success in adoptimg a market-oriented strategy. The proposed project
will help the Cochabamba artisan knitwear industry as a whole implement
this strategy in a more comprehensive and professional manner.

The second strategy element of the proposed project is to run the
project on a business-like basis. Too many handicraft export projects in
the past have been run with more emphasis on social development, or
strictly from a charitable point of view. Despite the praiseworthy



their promotors, more often than not, because of a lack of
real experience on the part of those involved, or sometimes a
reluct “istvestigate markets and wodify products accordxngly, sales
have never really taken off. The Poundation established under this
project, although it will not be .profit-making itself, will operate as a
business; (i.e., a2 seller of services). It will provide practical,
results oriented services to its client artisan groups. The technical
assistance the Foundation itself receives will come from an organization
with "real world" garment sales experience and links to sources of
specializzd services in the garment industry.

The third strategy element of the project will be to avoid
over-complicating it as much as possible. Rather than attempt to set up
an organization to assigt artisans producing several of the promising
handicraft products currently produced in Bolivia, efforts will be
concentrated in one product citegory - alpaca and llama knitwear. This
will enable the Foundation to specialize, rconcentrate its efforts, and
keep its staff lean. The project will also work with a limited number of
artisan knitwear groups in Cochabamba, the region of the country where
the chances for success are greatest. The four groups initially chosen
to participate in the project - three cooperatives and one private
business - are the largest operators in the Cochabamba area. They
account for about 902 of the better knitwear prodUCCion in Cochabamba,
are already-well establxshed, and can begin improving their cperations

right away.

There are several reasons why it was decided to center project
activities in Cochabamba, where it is estimated that two-chirds of
artisanal knitwear is currently produced. First, in contrast to the La
Paz area where the artisan knitting industry is dominated by middlemen
working with many unorganized artisans, much of the Cochabamba knitting
industry is composed of knitting organizations. Some of these
organizations are cooperatives, while others are relatively small,
privately run businesses. Knitters are organized into groups and produce
for one or another of these established organizations, from whom they
receive raw materials, training and supervi.ion, and are guaranteed a
market for their products. Secondly, knitting is a very wide-spread
activity in the Department of Cochabamba. Practically all rural women in
the region are taught to knit at an early age and knit regularly for
domestic uses or to earn extra cash. This phenomenon is, in part, a
result of the success of Fotrama, which began operating in 1962 under the
auspices of the Maryknoll Order. Fotrama esentially established the
Cochabamba knxctxng "LndusCry," and the other organizations operating
there now are, in one way or another, offsprings of Fotrama. Another
contrast to La Paz is that the great majority of Cochabamba knitters
reside in rural areas, while those in La Paz live in the city (except for
some living near Lake Titicaca). The Cochabamba knitters work in groups,
organized around their communities. To expand production in the past,
Cochabamba knitwear organizations have simply formed whole groups of new
knitters in otlier areas of the Department. Since virtually all rural
women knit, the potential to expand the number of knitters in Cochabamba
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is signiticant. The organizations which will work with the foundation
initially currently employ 3090 knitters, and it is estimated that this
number be increased to about 8900 within four years*. Lastly, and
very li%cantly, the quality of knitwear produced in Cochabamba is
superior €0 that produced elsewhere in the country.

The fourth and final strategy element of the project is to work
with artisan organizations which remunerate their knicters well so that
the goal of the project - to increase the incomes of artisan knitters -
can be attained. Three of the four groups with whom the Fouudation will
work are cooperatives (Fotrama, Amerindia and Las Imillas). The fourth
'is the largest privately owned knitwear concern in Cochabamba (Kay Huasy).

The ovigins and success of Fotrama have already been noted. It
is currently the largest artisan knitting enterprise in Bolivia. Some
1850 knitters belong to the Cooperative and produce around 25,000
eweaters and other knitted articles per year. Fotrama pays ita knitters
gtandard prices per sweater knit (which basically establish the prices
paid to knitters by all Cochabamba artisan organizations) and uses its
profits to finance health and consumer purchase programs for its
members. Amerindia operates similarly to Fotrama. It currently employes
700 knitters and pays them per piece, while also financing health and
consumer purchase programs from its sales of knitwear. Las Imillas is a
small "grass-roots' cooperative which currently includes 30 knitters from
the region of Arani, about 100 kilometers from Cochabamba. It was
established in 1979. Members are remunerated per sweater knit, and the
Cooperative has purchased commodities in bulk for resale at lower prices
to its knitters. Kay lHuasy is a privately owned knitwear business that
was established in 1982 by a former employee of Amerindia and her
husband. It has grown quickly by hiring experienced knitters to produce
better designed knitwear for export and paying them the "going wages"
established by the Cochabamba knitting cooperatives.

It is anticipated that four, additional cooperatives or privately
owned knitwear enterprises will be brought into the project as it
progresses, in order to augmeat knitwear production capacity and spread
the benefits of export sales more widely. The Foundation will ensure
that the remuneration policiee of these entities permit their artisans to
benefit from the increased sales the project will generate before they
are accepted as Foundation clients. Since knitters have been known to
gswitch from one group to another where they can earn more, the pressure
on each organization to keep wages comparable is strong. Thus, if other
knitwear organizations qualify technically, they should not have much
difficulty meeting this proiect requirement.

Fotrama recently trained a group of women in the department of Oruro
at USAID's suggestion. More such expansion outside of the
Department of Cochabamba should also may be possible in the future.



USAID and the participating artisan organizations gave careful

to the type of service organization to create before

s grxvate foundation. The possibility of setting up anot': ¢
eatity to deal with artisan groups was discarded

"given the failure of most public sector institutions in
Bolivia and USAID's strategy to concentrate most of its efforts within
the private sector. The GOB's Instituto Boliviano de Pequefla Industria y
Artesanfa (INBOPIA) wus created several years ago to assist artisans;
however, despite the efforts of the World Bank and USAID to work with
that institution, it has never been successful.

Four alternatives tc a foundation were considered: working with
one strong artisan organization, like Fotrama; working with an existing
private sector artisan association; creating a cooperative service
organization run by existing artisan organizations; and starting a
private sector trading corporation. Working with one artisan group, even
one as a large as Fotrama, which produces 561 of the knitwear of
Cochabamba, was rejected because of the desire to assist the whole
knitwear industry in Cochabamba rather than just one group, no matter how
successful it had been in the past. This way, many of the knitters in
the Department, and eventually in other regions, will be able to benefit
Zrom the project. In additiom, it is very doubtfull that one artisan
organization could expand adequately to produce enough for the overseas
markets the project will try to penetrate.

Over the years, a number of assnciations of artisan organizations
and business have been created in La Paz and Cochabamba. The Asociacién
de Productores y Exportadores de Artesanfa (A3BEPA) was established eight
years ago to promote handicraft sales, but it represents only La Paz
artisans and lately has suffered from members leaving to join a rival
organization, the Asociacién Nacional de Productores y Exportadotres de
Artesanfas de Bolivia (ANPEXABOL). This latter organization was formed
in 1983, mainly as a lobbying group. It too is centered in La Paz. A
federation and a confederation of artisans also exist, but are dominated
by artisan retailers and are very ineffective. The knitwear artisan
organizations in Cochabamba have formed an informal caucus group within
. the Departmental Chamber of Exporters which, to date, has met only a few
times to keep track of official knitwear expcrts and lament curreat
exchange controls.

Given their histories and operating stvles, none of the existing
artisan associations described above are suitable for the provision of
specialized services to Cochabamba knitting organizations. None of them
has ever been successful, at defining their objectives or carrying them
out. As is common in Bolivia, most of them have been used by their
leaders mainly as velflicles to help them attain their own individual
ambitions.



-]13=~

Consideration was also given to creating a jointly managed
service orgpnxzatxon, with a representarxve of each artisan organization
serviees or the Board of Directors. This option was rejected
was judged inadvisable to try to get naturally competing
orglntsl to cooperate in a joint venture. There already exist a
certain level of distrust among Cochabamba knitwear organizations, which
is understandable given the fact that they are competitors. In order for
the proposed Foundation to work, " these groups will have to cooperate as
receipients of services (e.g., organizing joint training courses), but it
will be the staff and members of the Foundation's Board who will
establish its policies and operating procedures. The artisan
organizations receivi g services will have to be satisfied that the
services for which tl.ey are paying (though sales commisions) are
worthwhile, but they will not be required to make the Foundation's

operational decisions on a joint basis.

The last alternative to a federation which was considered was to
help establish a handicraft trading company owned by investors, other
than those already running artisan knitwear enterprises, who would have
an interest in trying to make money exporting artisanal goods. This
option would have the advantage of helping to ensure that efforts to
export artisanal knitwear were carried out on a business-like basis. The
trading company would fullfill the same marketing function envisaged for
the Foundation (market research, product design, etc.), but would
purchase the articles it ordered from urtisan organizations for resale to
outlets it identified overseas. The Ecuadorian group mentioned earlier -
ASEPA - was formed as a private trading company by a group of Ecuadorian
investors. As noted, it began operatiuns by purchasing hats for .export.
It later hired designers tc improve the hats and assisted artisans to
obtain their raw materials. Over the years, ASEPA has also expanded into
other products.

As opposed to the other alternatives to a foundation considered,
a private sector trading company is conceivable and could work well. The
option of creating a foundation was selccted, however, because it was
felt that the artisan organizations with whom it has been decided to work
would not completely trust an outside organization, controlled by profit
- seeking investors, on which it would have to depend for vital marketing
and production services. Given the probable atmosphere of d:i:ir-ust which
might develop, it was concluded that it would be preferable t. strengthen
the operations of artisan crganizations through services from a
foundation, whose purpose would clearly be to assist its client groups,
rather than make those groups overly dependert on another profit-oriented
enterprise. Furthermore, use of a trading company could conceivably lead
to a conflict with the project's goal of increasing the incomes of
artisans if the trading company, despite any good intentions expressed at
the start of the project, decided to increase its margins by paying the
artisan organizations less for what they produce. Lastly, it was also
recognized that trying to interest a group of Bolivian investors in
starting a new company could be difficult given the current uncertain
economic climate in Bolivia, despite the assistance the company would
receive from AID.
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The above considerations were those which led USAID and the
Cochabamba knitwear organizations which will cooperate in the project to
conclude that & private sector foundation, controlled by a board of
success c¢itizens with indirect interests (e.g. bankers, community
leadersy @higile firm owners, etc.) in seeing artisanal knitwear exports
increase, should be established to provide the needed marketing,
production and training services.

: The project strategy described in this section of the project
paper conforms fully with USAID/Bolivia's current CDSS and reflects its
emphasis in several ways; most specifically in the concentration of
program efforts in the private sector, the application of the
“demand-pull" strategy, and the fact that the project will operate
within the La Paz-Cochabamba-Santa Cruz Development Corridor.

D. Project Components

The project is an integrated institution building/export
development effort. For presentational purposes, this project
description section is divided into three parts: organization and
operation of the Foundation; delivery of services to artisan
organizations; and development of markets.

l. Organization of the Foundation

The duties of the proposed Foundation will be as follow:

a) Marketing Services

. To identify and research markets and marketing channels.

. To develop marketing strategies for sales to the markets
selected.

. To design knitwear articles according to market demand.

. To act as a sales agent for the artisan knitwear groups
participating in the project.

b) Production Services

. To assist in the procurement of wool and/or yarn by
participating artisan organizations.

« To coordinate production volumes and scheduling to fill
overseas orders.

. To ensure quality control in the production of knitwear for
export.

¢) Training Services
’

. To develop and carry out training courses for artisan
knitters.

. To develop and carry out training programs in management
disciplines (accounting, inventory control, personnel
manangement, etc.) for the staff of participating knitwear
organizations.
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d) Commercial Services

. :

" To facilite access to commercial services (such as credit

7"and’transportation) required by participating knitwear
groups to operate their businesses.

To assist knitwear organizations in carrying out the GOB's
exporting procedures and to lobby the government for this
simplication.

The principles by which the Foundation will operate are:

a) It will be established as a service organization rather
than a trading company. It will "sell" its services, but
not buy and sell merchandise itself.

b) It will operate on a non—profit basis, charging a
commission on the sales of knitwear it arranges which will
be set to cover its cost of providing services.

c) Other artisan knitwear organizations not initially
particpating in the project will be elegiple to receive
services from the Foundation as long as they are reasonably
well established and their artisans benefit in direct
proportion to sales.

d) Each artisan organization receiving services from the
Foundation will set its own internal policies (e.g. the way
it chooses to remunerate its artisans) but must agree to
abide by the operating decisions of the Foundation (e.g.
desing and quality standards, production quotas and
schedules, organization of training courses).

e) The participating artisan organizations will pay the
Foundation a commission on all exported articles which have
been designed with the Foundation's assistance, whether or
not they are sold through the Foundation. It is expected
that the artisan organizations will also continue to sell
through their established commercial channels. They will
not be allowed, however, to sell articles which the
Foundation is selling on their behalf under exclusive
supply contracts to special customers.

£) During the life of the project, the Foundation will work
exclusfvely to increase the exportation of artisan
knitwear. After AID support terminates, consideration may
be given by the Foundation Board to working with other
handicraft products. This wculd require enlargement of the
Foundation's staff.

The Foundation will be established initially as a "ecivil society"
because this type of legal entity can be created quickly by its founding
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Ieletl:!’? ly by registering its charter. 1he civil society will then
be nade ¥ilte a non-profit Foundation under Bolivian law, a process that
takes six to nine months. The Foundation will be run by a
self-perpetuating Board of Directors composed of nine respected Bolivian
citizens, who have had success in their chosen fields, and who have an
indirect interest in promoting artisan knitwear exports, or expertise and
contacts which will be of use to the Foundation. Board members will be
chosen as a result of consultations (which have already begun) among
‘participating artisan groups, potential Board members and USAID staff.
The types of individuals who will be considered for the Board are
businessmen in related fields (e.g. exporters, textile industry
executives), bankers, artisan merchants, and community leaders with
useful experience in other fields. Since the project's beneficiaries are
almost all women, preferrence will be given to female candidates where

possible.

I¢ 18 important that the Board members already have had success
in their own fields and not simply be well intentioned, given the
business~like approach to be employed by the Foundation. Because the
Foundation will be located in Cochabamba, it is expected that the -
majority of Board members will come from Cochabamba; however, good
candidates from other regions of Bolivia will also be considered (e.g.
from the textile industry, since no textile factories are located in
Cochabamba).

The duties of the Board will be to establish overall operating
policies (e.g. approve marketing strategies), hire Foundation staff,
approve contracts with consultants, and (through the contacts individual
members of the Board will have) assist Foundation clients in gaining
access to needed commercial services.

The staff of the Foundation will include the following personnel:
. Director

. Marketing Manager

. Production Manager

. Asgistant Marketing Manager

o Assistant Production Manager

« Accountant

« Secretaries (3)

« Chauffer/Messenger

The Foundation's staff will be in charge of providing the -
services outlined above to client artisanal organizations, with the help
of the technical assistance to be financed initially by AID. The
Foundation Director will report to the Board. His/her staff will
maintain day-to-day contact with client artisan organizations. Joint
meetings of representatives from all organizations with Foundation staff
will be called when necessary. The Foundation's operations will be
carried out openly. Any participating artisan organization will be able
to have access to the Foundation's books and staff whenever it wishes.
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i. Delivery of Services

‘aneeds of each of the four artisan organizations which have
been d to participate in the project differ in degree, depending
on how they have been established and what they have accomplished,
but they can generally divided into the following categories:

. Product design assistance

. Marketing

. Production and Improvement

. Artisan training

. Administrative staff training

The Foundation will provide services to meet these needs,
initially relying heavily on the AID-financed technical assitance team.
In line with the duties already outlined for the Foundation, the areas in
which technical assistauce will be provided under the project are:

o Product design

. Market analysis and strategy development

. Sales services

. Production improvement and artisan training
« Quality control

. Management training

--To provide these consulting services to the Foundation, a
different type of T.A. firm than AID normally employs will have to be
contracted. The project will require a consulting company with
connections (perhaps as a subsidiary) to a firm or organization which has
had actual apparel sales experience in the U.S., and which has the
ability to subcontract for the provision of specialized fashion industry
services to the Foundation (e.g., design/color trends). A firm with
“hands-on", practical experience is required because this project's
consultants will be assisting the Foundation to act as a sales agent for
the participating Bolivian artisan organizatioms.

] The technical assistance contractor will station two people in
Cochabamba, each for three years. The team leader will be an expert in
garment marketing. This person will be in charge of overseeing the
development and implementation of the Foundation's marketing strategy.

“Through frequent visits, telepnone calls, and exchanges of marketing data
and samples, the team leader will work closely with marketing people in
his/her home office, most likely in New York. The New York office will
continually research trends in retail sales, colors and designs and be in
contact with buyers 3nd designers. At least twice a year, the New York
office will send to Bolivia, either from its own staff or on contract, a
top marketing expert to advise on the Foundation's annual marketing
strategy. Thi. marketing strategy will set boundaries for the
recruitment of experts in design, production and training.



One of the marketing responsibilities of the team leader
vill be to train the Foundation's Marketing Director. This staff
employesr.will accompany the Team Leader on markcting trips to the U.S.,
pacticipate in marketing strategy sessions in the New York office and,
vith experience, negotiate sales contracts in the U.S.

The Foundation also will support the training of
Bolivian designers. To this end, individuals will be selected to assist
U.S. designers in their work and learn from them. Additionally, these
individuals will be sent for short term training to U.S. fashion
schools. 1ln this manner, after a few years there will be a pool of
national talent to provide design assistance to artisanal organizations
in Bolivia, although such national talent will not be able to replace
foreign designers completely in the foreseable future.

The team leader will be assited in Cochabamba by a
full-time knitwear production specialist. This person will advise the
Foundation and train its Staff Production Director in production
sequencing, quality control, artisan training, raw material procurement,
packaging and shipping. The individual holding this position will have
to be an operational type of person because he/she and the production
staff of the Foundation will be in permanent, day-to-day coatact with the
operational personnel (knitters, supervisors, administrators) of each
participating artisan organization. The Production Advisor will also
work closely with the Team Leader in setting up management training
seminars based on his/her knowledge of the operations of each of the
Foundation's clients.

Approximately 50 person-months of short-term assistance and
home-office backstopping will be provided by the T.A. contractor in such
areas as product design, fashion trends, pattern-making, artisan training
and yarn production.* Funds will also be provided in the contract for
subcontracts with firmc possessing specialized fashion expertise. The TA
contract will run from midway through project year 1 to midway through
project year 4, by which time it is expected that the Foundation's staff
will have been adequately trained to carry on by itself and the
. Foundation will be abl. to contract needed specialized services on its
own.

* A small portion of the technical assistance budget is reserved to
improve the quality of yarn sold to artisans. Spinning firms in La
Paz will be assisted in yarn blending and the selection and
dehairing of camelid fiber. Tests of camelid fiber from Bolivia
spinning mills ﬁill also be carried out at laboratories in the U.S.
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Training will be integral to the work of the TA team. In
addition to the day-to-day expertise that will be imparted to Foundation
staff. formsl training will be carried out for three types of groups:
artisangg the administration staff of client artisan organizations; and
the Fo::’Htion staff itself. Beginning with the latter group, three
Poundation staff members will be sent annually to short-term (one month)
specialized courses in fashion centers in the U.S. (e.g. New York Fashior
Institute. TIn addition, Foundation staff members will regularly
accompany their consultants to the U.S. in the course of carrying out
their marketing duties.

Artisanal knitters (both group leaders and production gromups)
will be trained in a series of two-week courses organized by the
Foundation with the assistance of each client artisan organization. S :h
courses are already being carried out by Fotrama and Amerindia. Under, -
the project, these courses wiil be intensified to improve the skills o
existing knitters and to train new knitters from all participating
artisan organizations. The Foundation will contract qualified mastec
knitters from Bolivia or abroad to teach production leaders more
.gophisticated knitting techniques and the use of knitting tools required
to produce the items identified in the market rasearch phase.
Subsequently, these leaders will teach what they learn to knitters in
their respective production groups. .

Finally, the administrative staff of participating artisan
organizations (accountants, production supervisors, sales personnel,
etc.) will be trained in management practices in seminars held jointly
about three times per year. Courses will) be given in financial control,
inventory control, personnel management, and the like.

3. Market Development.

a. Potential Markets

According to the New Ideas and Creative Associategs
consulting teams, the United States should be the initial target market
for the knitted goods to be produced under the project because of the
impressive magnitude of consumer expenditures for clothing in that
country. As Table 2 indicates, U.S. consumers devoted over 5 per cent of
their expenditures to the acquisition of clothing and accessories in the
period 1980-1982, which represented close to one hundred billion dolars

per year.

A significant portion of U.S. consumer demand for clothing
is satisfied by imports. Table 3 presents the value of apparel and
textile products impo;ted by the U.S., which in 1982 totalled over 7.5
billion dollars. Note that, in the period 1980-1982, imports of these
products increased, at annual rates above ten percent. It should also be
observed that the proportion of imports in relation to shipments by U.S.
manufacturers rose from less than 7 percent to almost 13 percent in the
period between 1972 to 1982.
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. Table 2 : |
_States: Personal Consumption Expenditures on Clothing
(in billions of current dollars)

1978 1979 1980 1981 1982 a/
All products ,346.5  1,507.2  1,667.2  1,863.2  1,952.2
Clothing and
Accessories 77.6 82.7 87.3 95.4 98.7
Share of total (Z) 5.8 5.5 5.2 5.2 5.1

g/ Estimated based on the first nine mouths of 1982.
b/  Excludes footwear
Source: U.S. Industrial Qutlook, 1983

Table 3
United States Trends and Projections of International Trade
in Apparel and Other Textile Products
(in millions of dollars)

1972 1977 1979 1980 1981 1982
Value of Sgipments 27,810 40,245 43,030 45,782 49,989 51,569
Value of Exports 309.6 524.1 772.1 1,000.6 1,032.1 778.3
Value of Imports 1,982.6 3,649.7 5,015.0 5,702.8 6,756.1 7,536.4
Import/New Supply 0.067 0.083 0.104 0.111 0.119 0.128

Ratio

Source: U.S. Industrial Outlook, 1983
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Table 4 presents the estimated quantitites of

Note that the share

of imporSed sweaters to total corsumption was close to 70 percent in 1982

and slightly below 60 percent in 1983.

In terms of value, the sweater

imports ol the U.S. represented close to 2 billion dollars in 1982 and
over 1.3 billion dollars in 1983.

Table 4

U.S. Purchases and Imports of Sweaters (1982 and 1983)

Apparent IMPORTS Share of import
Product Consumption in_Apparent
Category Year Quantity Value Quantity Value a/ Consumption
000 ($ 000) 000 ($ 000) Quantity = Value
units units 4 %
Men's and 1982 76,044 671.6 35,832 273.17 46.7 41.7
Boys' '
Sweaters 1983 77,856 - 697.1 36,108 291.0 47.1 40.8
Women's 1982 323,160 2,237.8 239,484 1,698.9 63.6 64.3
and ---
Girls'
Sweaters 1983 236,028 1,600 150,072 1,028.8 74.1 75.9
Totals 1982 399,204 2,909.4 275,316 1,971.9 68.9 67.7
1983 313,884 2,297.1 ‘186,180 1,319.8 59.4 57.4
Source: U.S. Department of Commerce, Bureau of the Census Industry
Division. Current Industrial Reports, 1983. Washington, D.C.,
July 1984.
a/ Value at the first point of entry in the U.S.: includes cost,

insurance, freight, duty and other charges to the import point.

A
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The quality of sweaters importes varies widely, from
lic knits being imported at a CIF value of $5 or less to
"amd vell designed products with CIF values of $30 and
, demand for high value, well designed imported sweaters
appea @ increasing steadily. As pointed out by the garument
. -marketing experts from New Ideas Ltd.

This is so because "as the post-war baby boom
generation matures and enfers the high median earnings age, apparel
manufacturers will face a more mature market demanding better quality
garoents,... and... with a given percentage of income to be spent on
textile products, consumers are willing to pay higher prices for fewer
goods t} .t they believe are of a higher quality. Wool is perceived to be
such a good..."*

Based on these factors, and assuming that only 10
percent (a conservative estimate) of the U.S. sweater market demand is
for sweaters knit with high quality, luxury fibers, the total demand for
high quality sweaters equaled 31 million units in 1983. This demand was
satisfied mostly with imported products, many of which were made of
luxury fibers, e.g. cashmere, mohair and alpaca.*¥. The high quality
image of camelid fibers is well established in the U.S. market. As the
fashion marketing expert from the Creative Associates team has indicated,
"The American consumer has been exposed to alpaca products (primarily
sweaters and some wooven goods) particularly in the higher price ranges
and alpaca has gained the image of a luxury fiber with much the same
position as mohair, cashmere and angora...'*** (Considering the large
U.S. demand for high quality sweaters elaborated with luxury fibers, the
Creative Associates team estimated that Bolivia could export to the U.S.
between 200,000 to 500,000 alpaca/llama knitwear articles per year. This
projection assumed that the sweaters would be priced FOB Bolivia ‘at
around $30. Obviously, the precise sales volume of llama/alpaca knitwear
in this market will be highly dependent upon the quality of workmanship
and design of the articles produced.

% (Di Grandi and Selvi keport for New Ideas Ltd., p.9).

** Several efforts were made to obtain sales and volume information on
specific products of alpaca and llama. According to Mary Ann La Par
of Donnelley Marketing in Connecticut, there is no information
available on such specific categories of single fibers or single
products. Likewise, Laurie Pensini, head of custom studies of Simons
Market Research in New York indicated that no data is available om
alpaca or llama products as a separate category.

*k%],, Van Hovnik, 1984.
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The marketing approach to be followed by the Foundation
will follow certain predetermined steps, which will be elaborated in full
detail in the marketing plan to be prepared by the consultants contracted

for the project.

These steps are:

Identification of market segments and marketing channels
to reach them based on extensive market research.

Identification of the types and designs of knitwear the
markets identified require.

Elaboration of a marketing strategy to sell to the
markets identified. Based on the information gathered
during the research stage, the consultants contracted by
the Foundation will prepare a marketing strategy which
specifies the target markets selected, the product mix
and positioning, the selected trade channels and use of
labels, and the marketing mixes to be tmployed in each
target market. In addition to this strategy, the
consultants will provide: a detailed statement of sales
targets and specific price levels for each one of the
items in the product mix; a total marketing budget,
indicating the funds to be allocated for the various
marketing mix tools to be employed, such as advertising,
sales promotion and personal selling; and a production
and delivery schedule to meet the various sales targets.

Design of new knitwear articles. These designs will
include new colors, yarn mixtures, and stitches. Two
design approaches have been considered: (1)
investigating market segments and deciding on new
articles to be designed and produced exclusively by the
Foundation's clients for the market segments, and
identified and then marketing under a unique Foundation
label; or (2) going to manufacturers who market under
their own labels (e.g. Pierre Cardin, Ralph Lauren) and
designing products in response to their specification.
The Creative Associates consulting team recommended that
the latter approach be used; that is, producing to
manuwfacturers' specifications (in terms of color, size,
style, weight, etc.) and putting their label on the
products. The CA team considered that the establishment
and use of a foundation label would be much more
difficult. The technical assistance team to be hired
under the project will make final recommendations for
the Foundation's consideration regarding which approach
to follow. :

Preparation of samples,
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Carrying out sales promotion and production preparation
‘efforta. No matter which design approach is adopted, the
samples developed will be taken to the U.S. and shown to
potential buyers whose reactions, ideas, and suggestions
will be used to make adjustments in the products. Once
new prototypes are produced, these will be shown to the
same group of potential buyers in order to obtain their
final approval and possibly some orders. As a result of
these contacts, the wholesale prices and sale volumes
for different articles will also be determined. The
Foundation will act as a sales agent for its client

- knitwear organizations, It will sign contracts which
commit its clients, as a group, to deliver specified
knitwear products according to specific delivery
schedules.* Concurrent, with sales efforts, the
Foundation will begin to assist participating artisan
organizations in preparing for the production phase. In
this respect, activities are planned in the areas of raw
materials procurement, training of knitters, and
management training.

Setting production schedules and producing knitwear.

The Foundation will provide supervisioa and coordination
services (e.g. quota assignments, delivery schedules) to
participating artisan organizations during the
production phase. Supervision activities will be
directed to assuring that production plans are met in
terms of quality and quantity.

Shipping goods produced. As the different organizations
complete their production quotas, their sweaters will be
delivered to a central warehouse managed by the
Foundation. Here, orders will be prepared for shipment
to the United States. The Foundation will also carry
out the necessary actions to export the products; that
is, obtaining all the necessary registrations, permits
and the like.

The marketing strategy adapted by the Foundation will be
revised at least yearly to take account of new fashion trends and market
developments. This will require that the Foundation and its consultants
be in constant touch with knitwear fashion and garment trend experts and
knitwear buyers. )

*Given the nature of the Foundation, it will not buy knitwear
articles from its client organization for resale to U.S. customers.
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. ."Since sales under the comprehensive marketing plan dgéussed
above .take place until 1986, it has also been decided to begin
marketing assistance activities in 1985 after the arrival of the
technical s»ssistance team in May, from which participating artisan
organizations will be able to berdefit right away. Consequently, the
technical assistaace firm contracted will also be asked to send immediate
short-term design assiscance to improve knitwear products currently being
produced and to increase sales of these articles in the U.S.

- Besi Zrglleile Document
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I1L. wnwrx AND FINANCIAL PLAN.
. COTRET

" A, Cost ﬁltiuate and Disbursement Plan

The following tables show the estimated cost of the project, broken
down into technical assistance, training, operating expenses, and
commodity cost components, and divided into portions to be finauced by
AID, the Foundation (through commissions) and the participating artisan
‘organizations. Also included is an estimate of the additional investment
to be made by the participating artisan organizations in working capital,
inveatories and fixed assets necessary to expand their operations. This
investment will be financed by the artisan organizations themselves
through loans to be refinanced from other AID projects (either the Title
III Program or Agribusiness and Artisanry resources channelled through
commercial banks).

AID will finance all technical assistance and commodities purchased
for the Foundation, plus a declining portion of the operating expenses of
the Foundation and fraining expenses (100Z in year 1 and about three
fourths in years 2, one~third in year 3 and one sixth in year 4.



II.

III.

1v.

- _TABLE

5.  COST ESTIH‘TE AND FINANCIAL PLAN

(U.S. DOLLARS)
AID LOCAL CONTRIBUJIGN
GRANT i FOUNDATION Axtii.Org. .
FX LC TOTAL FX LC TOTAI LC TOTAL GRAND TOTAL

Technical Assistance

Contract Advisors 987,000 987,000 987,000

Sub-contractsg’ 450,000 450,000 450,000

Contracts overhead 592,000 592,000 592,000

Evaluations 40,000 40,000 40,000
Training

Short-term in U.S. 45,000 45,000 45,000

In-country 17,000 17,000 14,500 14,500 14,500 31,500

Training materials and .

other. 50,000 50,000 50,000
Operating Expenses

Salaries 246,800 246,800 191,000 191,000 191,000 437,600

Other 132,200 85,800 218,000 196,800 76,100 272,900 272,900 490,900
Commodities . .

Vehicles 45,000 45,000 45,000

Office furnit.& Equip. 23,200 23,200 23,200
Expansion of Prod.Capacity 880,000 880,000 880,000
Sub Total 2,291,200 372,800 2,664,000 196,800 281,600 478,400 930,000 1,408,400 4,072,400
Contingency inflation 202,000 134,000 - 336,000 22,956 32,799 55,755 112,310 168,065 504,065
TOTAL PROJECT 2,493,200 506,800 3,000,000 219,756 314,399 534,155 1,042,310 1,576,465 4,576,465
Percentage 66% 122 222

34% 1002

-lz-



A. A. 1. D.

I. TECHNICAL ASSISTANCE
1. Contract Advisors
Long-term
(2 x 36 man-months)
Short-term
(50 man-months)
2. Sub-contracts
Technical services
3. Evaluations

Contract Overhead
100X of salaries

II. TRAINING
1. Short-term in U.S.
(9 months)
2. ILn-country

TABLE 6. . - DISBURSEMENT SCHECULE

(U.S. DOLLARS)

YEAR YEAR 2 YEAR 3 YEAR TOTAL
FX Lc FX L.C FX L.C FX LC FX LC
102,000 204,000 204.000 102.000 612,000
135,000 135,000 105,000 -- 375,000
75,000 150,000 150,000 75,000 450,000
20,000 20,000 40,000
312,000 509,000 459,000 197,000 1,477,000
142,000 204,000 185,000 61,000 592,000
454,000 713,000 644,000 258,000 2,069,000
15,000 15,000 15,000 45,000
4,760 7,600 3,800 840 17,00
15,000 4,760 15,000 7,600 15,060 3,800 840 45,000  17,00:

A



III.

Iv.

I.

OPERATING EXPENSES
l. Salaries
2. Other

COMMODITIES
§ Wheel-drive vehicles (3)

Office furniture
Office equipment

Sub-total
Contingency/Inflation

TOTAL A.1.D.

FOUNDATION

TRAINING

2. In-country

- TABLE 6 . - DISBURSEMENT SCHEDULE (Cornt'd)

( U.S. DOLLARS )
YEAR YEAR 2 YEAR 3 YEAR & TOTAL
FX LC FX Lc FX LC FX LC FX LC
93,000 82,560 45,800 25,440 246, 80
49,000 36,000 47,200 24,400 24,000 15,600 12,000 9,800 132,200 85,8
49,000 129,000 47,200 106,960 24,000 61,400 12,000 35,240 132,200 332,06
45,000 45,000

12,200 12,2

11,000 11,01

45,000 23,200 45,000 23,2
563,000 156,960 775,200 114,560 683,000 65,200 270,000 36,080 2,291,200 372,8

50,500 56,280 66,660 41,540 60,600 22,780 24,240 13,400 202,000 134,0
613,500 213,240 841,860 156,100 743,600  £7,980 294,240 49,480 2,493,200 506,58
1,900 5,700 6,900 14, 5

1,900 5,700 6,900 i >

|



TABLE 6: DISBURSEMENT SCHEDULE (Cont'd)

( U. S. DOLLARS )

YEAR 1 YEAR 2 YEAR 3 YEAR 4 d “': OTAL
FX LC FX LC FX LC FX LC d * 1.C -
II. OPERATING EXPENSES i v —
1. Salaries . 20,640 68,700 101,660 : 191,00C
2. Other ° 27,800 8,100 66,000 24,900 103,000 43,100 196,800 76,10C
27,800 28,740 66,000 93,600 103,000 144,760 196,800 267,100
Sub-total 27,800 30,640 66,000 99,300 103,000 151,660 196,800 281,600
COntingency/Inflntion 3,336 3,677 7,260 10,923 12,360 18,199 22,956 32,799
Total Foundation 31,136, 34,317 73,260 110,223 115,360 169,859 219,756 314,39y
C. ARTISAN ORGANIZATIONS
I. TRAINING
l. Training materials 8,000 8,000 6,000 6,000 28,000
2. Local instructors 6,000 6,000 5,000 5,000 22,000
14,000 14,000 11,000 11,000 $0,000
II. EXPANSION OF PRODUCTION
CAPACITY 100,000 220,000 260,000 300,000 880,000
100,000 220,000 260,000 300,000 880,000
Sub-Total 114,000 234,000 271,000 311,000 939,000
Contingency/Inflation 17,100 28,080 29,810 37,320 112,31u
Total Artisan Organization 131,100 262,080 800,810 348,320 1,042,310
TOTAL PROJECT 613,500 344,340 872,996 452,497 816,860 499,013 409,600 567,659 2,712,956 1.863.509

AV
O
\



TABLE 7 :

OPERATING EXPENSES SCHEDULE

YEAR 1 YEAR 2 YEAR 3 YEAR & TOTAL
FX LC FX : LC FX LC FX LC FX LC

Salaries

Executive Director 21,0C0 23,100 25,400 27,900 97,400

Senior Managers (2 30,000 33,000 36,300 39,900 139,200

Assistant Managers (2) 24,000 26,400 29,000 31,900 111,300

Accountant 6,000 6,900 7,900 9,100 29,900

Secretaries (3) 9,000 10,300 11,900 13,700 44,900

Chauffeur/Messenger 3,000 3,500 4,000 4,600 15,100

Other

Office supplies 5,000 5,000 7,000 8,000 25,000

Office rent 6,000 6,000 7,000 7,000 26,000

Telephone line 1,500 . 1,500

Utilities 6,000 6,000 8,000 8,000 28,000

Vehicle maint.& gasoline 4,500 4,500 6,000 6,000 21,000

Travel and per-diem 4,000 6,000 7,500 8,900 26,400

Marketing expenses 15,000 30,000 40,000 55,000 140,000

Overseas trips 34,000 45,000 50,000 60,000 189,000

Audit 10,000 10,000

Miscellaneous(legal

fees, etc.) 9,000 5,000 5,000 5,000 24,000

TOTAL 49,000 129,000 75,000 135,700 90,000 155,000 115,000 180,000 329,000 599,700
\
2



2.

1.
2.

A.1.D.

Salaries
Other

Sub-total

FOUNDATION

Salaries
Other

Sub-total

TOTAL

COST

SHARING

YEAR 1 : Y 2 YEAR 3 YEAR &4 TOTAL
FX LC FX LC FX LC FX LC FX LC
1002 732 352 162

. 93,000 82,560 45,800 25,440 246,800
49,000 36,000 47,200 24,400 24,400 15,600 12,000 9,800 132,200 85,800
49,000 129,000 47,200 106,960 24,000 61,400 12,000 35,240 132,200 332,600
------ ———= 20,640 68,700 101,660 191,000
_____ — 27,800 8,100 66,000 24,900 103,000 43,100 196,800 76,100
27,800 - 28,740 66,000 93,600 103,000 144,760 196,800 267,109
49,000 129,000 75,000 135,700 90.000 155,000 115,000 18C,000 329,000 599,700

25
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l.f&uﬁnution and Financing Prccadures

Y

AID funds for the project will be channeled as indicated in Table

Table 8

Methods of Implementation and Financing for AID Resources

Major
Element

Technical
Assistance

Evaluations

Overseas
Training

Local Training
Operating '
Costs
Commodities

Commodities

Method of Implementation

Institutional Contract

Personal Service Contract

Direct Placement

Administration Unit
(Foundation)

Administration Unit
AID Procurement

Aduinist.Unit Procurement

Contingency/Inflation

Methods of Approximate

Financing Amount

Direct Payment $2,029,000

Direct Payment 40,000

Direct Payment 45,000

Direct Payment 17,000

Direct Payment

Direct Re-

imbursement 464,800

Direct Payment 45,000

Direct

Reimbursement 23,200
$2,664,000

336,000
Total ;3,0002000

C. Project Accounting and Disbursement System

The disbursement system includes measures to ensure the

The system will provide for
advances of AID local currency funds, and local contribution funds as
they are generated, to be deposited into special project bank accounts to

systematic and timely flow of project funds.

be maintained by the Foundation.

The Foundation will be responsible for

disbursing funds from*the special accounts in accordance with quarterly

project financing approvals by USAID.

USAID/Bolivia dollar payments for

. technical assistance, training, and some commodity procurement will be

made directly by AID.

In order to implement the disbursement system,

USAID and the Bolivian counterpart representatives will agree on a
detailed budget for local contributioms.
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Iv.

The duties 6f the Foundétion and the technical assistance team
have already been outlined above.

The four artisan organizations participating in the project will
be responsible fo: procuring raw materials, meeting the production
schedules and quality standards set by the Foundation, helping organize
training sessions, forming new knitting groups, and expanding their
operations as required to meet export sales targets. This will require
the investmen: of additional funds in inventories of raw materials and
finished products, working capital, and possibly expanded facilities.
The funds for such expansion will come from loans financed under other
AID projects and profits as the project progresses.

USAID's Private Sector Office will monitor “e project. An
experienced Bolivian national has been assigned as Project Manager.
USAID will also contract directly for the limited quantity of project
commodities to be purchased for the Foundation and for the technical
assistance to be provided.

B. Evaluations

Two evaluations will be scheduled; one at the end of year 2 of
the project to evaluate progress in setting up the Foundation and
implementing the marketing strategy, and a final evaluation toward the
end of the project to measure its impact on artisan knitters and assess
the potential for expanding to other artisanal products.

C. Schedule of Events

AID/W is expected to approve the project in December 1984. Due to
-the time needed to hire Foundation staff and place contract technicians
in Cochabamba, the project will begin operating too late to take full
advantage of the 1985 U.S. fall and winter sweater market. This is an
unfortunate disadvantage of project timing.

Tﬁerefore, during this first year, the marketing strategy will
target overseas customers already known to the four producer groups with
limited expansion via direct sales to new customers. Technical
assistance in design and production will be directed to raise the
quality, volume and sales prices of products sold to these customers.

The marketing strategy for the second year will target new markets
in the U.S. During this second round, there will be enough time to add
new colors and stitches to the knitwear articles and train a large number
of artisans in their production. During the third and fourth years, with
the market well known, and training, raw material procurement, and
production systems solidly established, large increases in sales are

forecasted.
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ted schedule of project activities is as follows:

AID/W approves project.

1984 .
USAID approves Foundation (civil society) statutes.
Project Agreement signed.

1985 Jan, RFP approved and sent to potential contractors.

Foundation staff candidates identified and interviewed.
Foundation commodities ordered.
Feb, Foundation staff hired.
March Foundation office opened
TA proposals received.
Raw material contracts arranged.
Intensified efforts to improve existing products begin.
Apr.15 TA contract signed. .
May 1 Contractor personnel arrive in Bolivia.
July 1 Initial marketing strategy adopted. This will include a
detailed marketing cad production schedule.
July - Sept Sweater designs modified.
Oct. = Dec. Product samples shown in U.S. and orders taken.
Artisan training begins.

1986 Jan. = Sweater production allocations.
Feb. = June Sweaters produced.
May - July Sweaters delivered.
July Year 2 marketing strategy adopted.

From this point forward, the same production and marketing
cycle is followed.



V. .PROJECT ANALYSES

e the project's strategy emphasizes marketing, this technical

analysxs bogxnc in that area. Later, the capacity to produce for
overseas markets and raw material supply issues are analyzed.

1. Market Analysis '

In Section II.D.3 of this paper, the U.S. clothing and sweater
‘market was described by market segment, expected sales volumes were
estimated, and possible distribution channels were indicated. Studies by
New Ideas and Creative Associates concluded strongly that Bolivia has the
skills and raw materials to serve the markets identified. What is needed
is a more professional and organized approach to export marketing and
concommitant improvements in knitwear design and production,

a. Existing Marketing Channels

There currently exist in Bolivia two well differentiated
marketing systems for knitted products, a traditional system and an
improved system. The characteristics of each are explained below:

i. The Traditional System. The traditional marketing
system for knitted products is characterized by the use of low quality
hand-spun yarn, inadequately trained labor, lack of technical assistance
and supervision, and individualistic behavior from the procurement of
wool to the marketing of final products. The majority of artisans in the
country (estimated 250,000 people) belong to this system, and, because of
the low quality of their products, they receive the lowest remunérations

in the trade.

The marketing channels for the goods produced by these
artisans are indicated in Figure 1. One of the key elements in the
system is the assembler, who occasionally operates in the contryside but
. generally carries out the bulk of his activity in rural and urban fairs.
Assemblers perform a series of functions, such as quality control,
finishing, mending, washing, transportation and delivery to retailers and
exporters in the cities of La Paz and Cochabamba. Assembling costs are
high in as much as textile craft production is extremely atomized and
there is a need to sPend much time and effort negotiating with numerous

knitters.



=37~

Figure 1.

e ®

Faditional Marketing Channels for Textile Crafts.

RURAL AND PERI-URBAN

KNITTERS
ASSEMBLERS |
| URBAN RETAILERS | " | EXPORTERS
DOMESTIC ' . [ FOREIGN DISTRIBUTION
CONSUMERS AND RETAILERS
‘| TOURISTS
FOREIGN
CONSUMERS

Another key agent in the traditional marketing system is the
exporter, who buys from the assemblers and ships the merchandise out of
the country. These exporters are individuals who have good contacts with
foreign buyers (foreign distributors and retailers). These exporters are
usuelly Bolivians, but, in the recent past, many foreigners have also
entered the trade, operating disguised as tourists.

Finally, there is the domestic retailer who buys knitted goods
principally from assemblers and sells to the local tourist trade. These
retailers, as most marketing agents in Bolivia, operate small businesses
and carry narrow product lines.

Table 9 presents a set of typical marketing costs and margins in
" the traditional system. Note the relatively larger margins being
obtained by exporters, which are more than double those corresponding to
domestic retailers,and the fact that assemblers obtain gross margins that
are slightly larger than the net earnings accruing to knitters. As can
be also observed, the artisan does not attach any positive cost figure to
the time devoted to raw material procurement and processing (hand
spinning). This is so because the artisan will purchase wool in a nearby
fair which she/he attends to perform other activities, and will spin it
while carrying out a variety of household/farm tasks. The net earnings
accruing to the artisan are extremely low and represent a marginal income
which is mostly used to satisfy basic food consumption needs. A knitter
who is able to produce 20 sweaters per year would obtain an annual gross
income of about $4.00.
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Table 9

lek.tig‘ Costs and Margins in the Traditional System (November 1984)

AMOUNT
Concept ($US per knitted
sweater)
1. FOB Price to foreign retailer or
distributor 7.90
Minus: Exporter's gross margin _ _ _ _ _ _ _ _ _ _.__._ 5:40 _ _ _
OR
2. Price to domestic consumer 2.50
Minus:_ Domestic Retailer's gross margin _ _ _ _ _ _ _ - 1.00 _ _ _
3. Price to Exporter or domestic retailer 1.50
Minus: Assembler gross margin to cover
finishing, transportation and financing
_ _'_ _costs, and operating profit _ _ _ _ _ _ __ __ 0.30 _ _ _
4, Price to assembler 1.20
Minus: Costs of procuring raw materials 0.00
Raw wool costs (500 grams) 1.00
&~ — _ _ _ _Spinning costs (1 t/2days) __ __ ___ _Z__0.00__ _
5. Knitter's net earnings (30 hours) : - 0.20

ii.The Improved System. The improved marketing system of

textile crafts can be*observed in the city of Cochabamba. In this

system, there exists identifiable central artisan organizations (a



cooperative, an association, or a private firm) which perform all, or
part of, the following functions: acquiring and processing raw wool or
acquiring yarn; distributing wool or yarn; providing training,
supervision, end quality control services; and collecting and
merchandising the final products.

Some of the .best developed improved marketing systems are managed
by the artisan organizations cho$en to participate in this project (i.e.
Fotrama, Amerindia, Kay Huasy, and Las Imillas). In these organizations,
knitting activities are carried out in groups composed of 50 to 70
individuals, residing in a given area. Each group has one leader who
serves as the link with the central organization, and who performs the
essential functions of raw material distribution, production supervision,
quality control, final product collection, delivery, and (sometimes)
payment of knitting services.

Figure 2 depicts the marketing channels in this system. As can
be observed, in this case the group leaders substitute for the assembler
in the traditional marketing system, while the central organization
substitutes for the domestic retailer and/or the exporter.

Figure 2

Improved Marketing Channels for Textile Crafts.

GROUP GROUP GROUP
l OF KNITTERS OF KNITTERS OF KNITTERS
S N 3
S
GROUP GROUP GROUP
- LEADER ‘ LEADER LEADER
CENTRAL
ORGANIZATION
DOMESTIC LOCAL EXPORTERS, FOREIGN
CONSUMERS RETAILERS DISTRIBUITORS AND

FOREIGN RETAILERS
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Hatkéting costs and margins in this system are radically
different to those corresponding to the traditional system, as snould be
expected givem the botter quality of the sweaters produced. As can be
. observed in Table 10, piecework payments accruing to knitters in the
improved marketing system are about eight times larger than those
corresponding to knitters in the traditional system. In this improved
system, a knitter producing twenty sweaters per year can obtain an annual
gross income of $30. In practice, however, due to poor current marketing
practices and the fact that the sweaters are not as well designed as they
should be, the artisan association can only purchase about 13 sweaters
per year from each of their knitters, who thus earn only about $20 per
year.

Table 10

Marketing Costs and Margins in the Improved System (November 1984).

CONCEPT AMOUNT
($US per knitted sweater)
1. Price to domestic consumer 15.34

Minus: Domestic retailer's

-———~——-CGrossmargin_ _ _____ _______ 2.00 _ _ ___
2. Price to domestic retailer or exporter 13.34
Minus: yarn costs Administrative 9.67
costs Financial costs 1.33
Operating profits 0.60

e e e e e e m 028
3. Knitter's net receipts 1.50

The information presented in Table 10 indicates that artisanal
incomes are significantly improved through cooperation in a central
organization. It should be clearly understood, however, that even though
the improved marketing system 1s far superior to the traditional one, it
is far from the ideal. All entities operating in the improved marketing
system are confronting a series of problems 1. ated primarily to yarn
procurement, fashion styling, and merchandising of final products.
Accordingly, they currently are able to offer only very limited workloads
to their knitters,
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The ‘depressed sales of knitwear goods experienced by even the best
ceveloped artisan organization in Bolivia is a result of the inability of
each entit; to adopt an integrated marketing strategy. At present, not
even the larger organizations have sufficient .esources or the capacity
to contract proper assistance in product design, be well informed of
changing color and style trends in knitwear fashion, develiop innovative
yarn blends and combinations of materials (e.g. llama yarn and goat
suede), produce in sufficiently large volumes, or establish solid
relationships with foreign buyers.

The income levels of significant numbers of knitters working for
Cochabamba knitting organizations can be greatly increased by providing a
set of essential services, such as market research and producc Jesign,
training, good quality raw materials, adequate supervision and quality
control, and final product collection and merchandising, which will
significantly increase sales of higher quality and more expensive
hand-knitted products made in Bolivia. These services will permit each
knitter to earn higher wages per unit produced and to produce larger
quantities of garments. One of the best arguments to support this
assertion can be found in the existinz improved marketing system, in
which central organizations providing a degree of such services have
permitted knitters to earn much higher wages. The fact that this
improved system only benefits about 5,000 knitters presently provides a
measure of the challenge facing the Bolivian textile craft sector.

Table 11 demonstrates how this opportunity can be seized
using the production techniques pioneered by the Cochabamba producer
groups with improved product quality and marketing to the U.S. market.

In this table, the U.S. retail price per sweater has been
estimated to range between $65 and $84 considering that there exist
several possible retailing alternatives (which have different mark-up
policies) and that the specific ones to be used will not be determined
until the market research phase is completed. Production costs have been
estimated jointly with Fotrama staff, taking account of Fotrama's current
cost structure and the expected changes to be brought about by the

project.



4=

Table 11

Marketing Costs and Margins for Sweaters

" to be Produced for Sale through Foundation

Amount
Concept ($US per knitted sweater)
1. U.S. Retail Price (rounded) 65.00 83.50
Minus:
Retailer's gross margin .
(40 - 80%) 18.56 37.12
2. Importer/distributor's price 46.40
Minus:
Importer/distributor's
gross margin 9.27
Entry charges:
By weight ($.25/1b) 0.28
By value (19.5% of FOB price) 5.85
Freight and insurance ($1.91/kg) 1.00
3. FOB Price 130.00
Minus: Foundation commission (9%) 2.70
Retained earnings/profit 2.30 *
Payments on loans for
investment in expansion 2.00
Administrative costs 5.00
Collection, packaging, and
delivery to airport 0.50
_Cost of yarn (500 grams) 12.50
4. Knitters net receipt 5.00
* In the case of the cooperative clients of the Foundation, their

retained earnings/profit are mostly used to finance services for
their members (e.g. health and basic foods) and for investments in
expanded operations. Thus, the knitters belonging to cooperatives
receive more "iacome" per sweater than the $5 wage paid.
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b. Export Barriers

Even though it is clear that & more remunerative exporting
strategy can be implemented under the project to assist srtisan knitwesr
organizations, it must be recognized that significant grtificial barriers
to increasing exports will have to be overcome for the project to be
successful. These lnvolve current GOB exchange coutrols, Bolivia's
isolated geographic location, overly burceaucratic export procedures, and
relatively high U.5. tariffs.

Exchange controls are the most serious export barrier. The
srtisan organizations which do export now are ~zhnically doing so
illegally. One of the project's basic assumpi..as is that the GOB's
exchange control policy will be modified at lcast enough to provide for
profitable knitwear exports. It is certsin that tne Government's
economic policies, including its exchange control policics, must change
for the country to begin to recover from its current economic crisis. One
of the principle focuses of A.I.D.'s current program is to encourage the
GOB to take rational economic measures., Accordingly, the Mission has
conditiorcd new assistance tocalling $12) million ($20 million Title I, @
$26 million agroindustrial import program, and & new $75 million Title
II1 Program) on the GOB's taking & compreiensive series of measures to
improve the current cconomic situation, In addition, Arl.D. has set up
an Economic Policy Analysis Unit to sssist the members of the GOB
Economic Cabinev in analyzing the issues with which they must deal.
During the week of November 19, the GOB announced that colection would be
moved up one year, to 1985, and took anotlier serics of partial economic
measures which represented a helpful start in stabilizing the econoiny .
More key measures nced to be taken, but this start provides some basis
for optimism.

The project's financicl analysis confirms that with the
increased margins available from high quality export markets in the Ues,,
artisan knitters would be able to profit handeomely if exchange controls
were lifted. Altihough complete foreign exchange libcralization would be
logical, it is unlikely to be sdopted by the GOB. A much more likely
revised policy will be & compromise to let exporters keep 8 significant
portion of foreign exchange earned and turn in the rest at en official
rate which, vver time, because of other cconomie measures, will not
deviate as widely as it has in the past from the real, parallel rate. To
assess the worst case, a financial analysis was prepared assuning that
artisans would turn in 70% of their foreign cxchange at the officisl rate
as is currently required. It shows that artisans could still make an

scceptable profit.

Significant exports to new overseas markets throush the
Foundaticn will not begin until 1986, Given this long lead time, during
which it is expected chat new econouwic mcasures will bring about an
improved economic situation, including a relaxation of current exchange
controle, and the fact that artisans will be sble to make a good profit
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even if the? must continue to remit a large part of their foreign
exchange carnings to the Central Bank, it has been concluded that the

initiation of the project should not be delayed.

With regard to Bolivia's isolated geographic locatiom, and the
d1£f1cu;ty of transporting finished products out of the country, it is
planned to continue exporting by axr. This practice has already been
adopted by the artisan organlzat1ons and merchants which continue to
export. The knitwear to be exported by the Foundation will have.a high
value relative to the cost of air transportation because of its
relatively light weight. Thus, as has already been proven by those who
are exporting, it can be flown to the U.S. and sold at a CIF price which
is still very competitive for a high quality garment.

Bolivian exporters presently face a long and cumbersome
series of procedures. They require several types of registration (with
the Ministry of Industry, Commerce and Tourism, the National Tax Bureau,
the local municipality, the National Chamber of Commerce, the National
Chamber of Industries, and the National Chamber of Exporters). In
addition to these registrations, they are required to process numerous
documents (e.g. commercial and consular invoices, certificates of origin
and quality, cargo manifests, bills of lading, and export parmits and
licences). Llastly, a final series of actions is necessary to claim any
applicable "export incentives" (e.g tax credits).

Because all these procedures need to be carried out iz a
series of offices involving different government entitices and
individuals, one export operation can require several months to
complete. This situatiom will not change overnight, but this project
will provide the Foundation and USAID the opportunity to begin lobbving
with the GOB to simplify its exporting procedures. Centralizing the
export process in the Foundation is expected toc facilictate the work which
would be required 1if each artisan organization were toc have to continue
handling its own export procedures. Furthermore, the Founcdation stafif
will become intimately familiar with the exporting procedures required
and be able to suggest ways in which the system can be improved, wnich
USAID can pursue with the GOB directly and.through the work oI the Policy
Analysis Unit.

To import sweaters into the U.S., the Founca:tion will pay a
19.5 percent ad valorem tariff plus 25c¢ per pound of wooi. This tarifi
is affordable in terms of the higher price wmarkets the project will try
tc penetrate. Given the fact that Americar manufacturers cannot produce
alpaca and llama knitwear very easily and ctha: Bolivian exporcs, altnough
significant for the zrtisans iavolved, will not de iarge relative to the
US market, 1t 1s not expected that pressure will arise to rescrict
Beolivian knitwear imports into the U.S.

2. Production Analysis

The fact that fashion experts from New Ideas Ltd. and Creative
Associates conciuded that quality raw materials and knitting talent
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:.ed in-Bolivia to produce fine quality knitwear for sale in the U.S.
ha. already been mentioned. This section focuses on the principal
problems that inhibit the production of high quality knitted goods which
will hava to be recolved by the Foundation, and explains the plan to
increase ’!oductxon volume.

a. Froduction Problema ‘

The knitwear production problems currently belng faced oy
Cochabamba knirting organizations include relatively low production
capacity, insufficient attentiom to product design, lack of knowledge of
certain knitting techniques and quality control, insufficient access to
credit, and raw material procurement.

1. Productiorn Capacity. One of the principal problems
affecting artisan organizations is their lack of sufficient production
capacity to fill relatively large orders. U.S. knitwear orders range
from 25 to 500 dozen. With the limited exception of Fotrama, none of the
artisan organizations is large enough to produce in the quantitites
necessdary to service high quality clients. The Foundation will undertake
training programs to (a) increase the numbers of knitting groups working
tor each participating artisan organization, (b) improve the productivity
of each knitter, and (c) incorporate new knitting organizations into the
preject. The plan to increase the produccion capacity of Foundation
clients is described in Section V.A.2.b.

ii. Knitwear Design. A major production constraint faced
by artisan organizations in Bolivia is the lack of adequate design ana
s:v111g assistance. Most of their artisans at present rely on

ditional and repetitive motifs; only rarely will they venture on their

own to experiment with changes in fashion styles (in which colors,
textures, material combinations and line are all factors subject to
variation). Design assistance is not available in Bolivia, and the few
organlzatlons that pay attention to design limit themselves to copying
mocels from international fashion magazines and distributors catalogs.
Tnis practlce limits the cowpetitiveness of Bolivian knitted goods

croad, for in the best of cases they are one step behind international
fasnion and color trends.

To remedy this basic deficiency, the markering and
design plan outlined earlier will he undertaken by the Foundation with
tne assistance of its consultants. The implementation of a professional
markering approach to product design anc sale is the most important
elzment of the project.

iii. Kn»tting Technigues. Intimately associated with the
tagnated d2sign of Solivian xnitwear is the relatively limited range of
knitting techniques used bv Bolivian knitters. Although it was agreed by
both teams oI experts which visited Bolivia that the knitters they saw

were highly talented in terms of the stitches they knew, the facility

m

U
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with which they worked, and the speed with .. .. they learned new
stitches, all concurred that the kuitters neesed to be taught new
stitches for the production of different styles and types of sweaters and
that they should use a variety of gauged knitting needles. Training in
these areas will be provided under the auspices of the Foundation.

vi. Quality Control. The control over production exerted
by knitting group leaders is generally adequate for the knitwear articles
currently produced. As new designs are introduced, however, these
leaders 111l have to Teceive additional training to ensure consistent
quality control. In addition, Foundation stafi will assist client
knitting organizations 1in setting up better quality control and
inspection systems. and will periodically inspect their activities as the
project proceeds.

v. Credit. Limitted access to bark financing for
investment and operating capital is another factor that hinders the
expansion of artisan organizations in Bolivia. In one survey recently
conducted by Mission staff, it was found that 55 percent of the 28
artisanal entities interviewed had never used formal credit. The
principal reasons explaining this situation included: lack of information
about available financing lines; lack of sufficient collateral; and fear
tha: bureaucratic proczdures wouic reguire significant out-of-pocket
expenses and delays. 1t is noteworthy Ihiat not even some of the larger
and better established knitting organizations have well developed
linkages with the commercial banks.

This constraint to expansion need not exist. AID lines
of credit to refinance commercial bank lcans are available under both tne
Agribusiness anc Arctisanry (A and A) Project anc the Title 111 Program.
Due to the lack of funds available for productive loans for both
agriculture and small business use in Boliivia, USAID recently agreed to
set up trust funds in several commercial banks with Title III Program
resources. Several such trust funds are already operating. 1In addition,
the Mission's new Productive Credit Guarantee Program, to be managed by
the commercial tanking system itself, will be available to guarantee
loans refinanced by commercial banks through the A and A or Title 111
programs.

The arcisan organizations 3
will be able to apply to their commercizl bSa loans to finance
expansion of their operations (e.g. to Iinance invanrories ol raw
materials and final products, workinz capl-al requirements and exgansion
of physical facilities which will pe rsIiazncec undar either AID
program. The Foundatiorn will =2ssist its client or;a

n

nizatlcns as
necessary to prepareée the necassary documentalion ¢ cdtaln reiinancead
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credits. In addition, 1t 1s antlicipated thaf the jresence of bankers on
tne Foundation's Roard will facilizate positive responses IZrom their
tanks to credii resgues:ts.

4 full analysis of raw material constraints is given in
Section V.A.S beiow.



¥. Plan to Increase Production Volume

,‘b "In qrder to increase the limited production capacity of its
client or(’li;.txons, the Foundation will help train new knitting groups
. for each pl:t!cxpltxng artisan organization as well as work to increase
the production levels per knitter and train knitters from new artisan
groups as the project progresses. Beglnnxng with the numbers of knitters
that the client organxzatlon have at present (year O of the project),
increases are projected in both membership and output per worker as shown
in Table 12.
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Table 12

Projected Growth of Client Organizations:

Numbers of Knitters, and Outputs per Knitter

_ Y E A R
0 1 2 3 4 5
Number of knitters
Fotrama 1,850 2,220 2,664 3,463 4,502 5,863
Amerindia 700 840 1,008 1,310 1,706 2,215
Kayv-Huasy 490 588 706 917 1,192 1,550
Las Imillas 50 60 72 94 122 158
Org.No.5 200 260 388 439
Org.No.6 ' 200 260 338 439
Org.No.7 250 350 455
Org.No.8 250 350 455
TCTAL 3,090 3,708 4,850 6,804 8,896 11,565
Increase over
pravious vear (%) 20 31 40 31 30
Quzput per Knitter
"Sweaters per vear) '
Forrama 14 18 21 24 26 32
Amerindia 10 14 17 24 26 32
Kay Huasy 12 16 19 24 26 32
las Imillas 24 20 28 30 32 32
Org.No.5 - - 14 16 24 28
Org.No.6 - - 14 16 24 28
drg.No.T - - - 14 16 20

Jre.iv.8 - - - 14 16 20
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The largest relative increases . ~mbersnip of each group
takes place after year 2. Note that two new ¢.ganizations are to be
incorporated iato the project in year 2 and two more in year 3. Tnese
new organizgfigns will be selected from some one nundred existing rural
and peri-uti‘i’knitters' associations in the departments of Cochabamba,

La Paz, Oruro.

The projected annual sweater output rates per knitter will
increase gradually through year 5. Knitters in the larger artisan
organizations are expected to artain a maximum output oI 32 sweaters per
year by vear 5.

Based on the numbers of knitters and production rates
indicated in Table 1, output rates can be obtained for each client
organization for each year of the project as is snown in Table 13.
Finally, Table 14 snows the percentages of total output that will be
marketed througn the Foundation, considering that each client
organization has its established markets to wnich it will continue to

sell during the life of the project.



Table 13

regate Output Levels:

(Nos. of Sweaters)

.

Y E A R

Name of the 0 1 2 5
Organization

Fotrama 25,000 39,960 55,944 83,117 117,056 187,290
Amerindia 7,000 11,760 17,136 31,450 44,292 70,866
Kay-Huasy 6,000 9,408 13,406 22,015 31,004 49,607
Las Imillas 1,200 1,560 2,016 2,820 3,904 5,062
Org.No.5 2,800 4,160 8,112 12,303
Org.No.6 2,800 4,160 g,1:2 12,303
Org.No.7 3,500 5,600 9,100
Org.No.8 3,500 5,600 9,100
TOTAL 39,200 62,688 94,102 153,574 222,199 355,631



Table 14

Output Marketed through the Foundation

(Nos. of Sweaters)

Y E A R

Name of the 0 1 2 3 4 5
Organization

Fotrama - 17,982 33,566 70,649 105,351 168,561
Amerindia - 5,292 10,282 26,732 39,862 63,780
Kav-Huasy - 4,234 8,044 18,713 27,904 44,646
Las Imillas - 702 1,210 2,397 3,514 4,556
Org.No.5 - 2,800 4,160 8,112 12,303
Org.No.6 - 2,800 4,160 8,112 12,303
Org.No.7 - 3,500 5,600 9,100
Org.No.8 - 3,500 5,600 9,100
TOTAL - 28,210 58,702 132,835 202,721 324,349
Share of total output(X) 45 60 85 90 91
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3. Raw Material Supply

: xvxl produces more than enough camelid wool to produce all
the industX y spun yarn needed for the better quality sweaters
Bolivian sagtisans currently knit; however, Bolivian artisans presently
face a shortaze of both camelid wool and yarn for two reasons: the
higher prices being paid for camelid wool export to Peru (between 20 and
50 per cent highar) which induce many growers and middlemen to sell to
peruvian buyers; and the insufficient quantities of camelid yarn being
industrially spun in Bolivia.

Much of the camelid wool being produced in Bolivia is being
exported to Peru because it 1s used to produce higher priced articles
which enable Peruvian producers to pay more for raw wool. In order to
stem this flow of wool, Bolivian yarn processing companies must pay at
ieast as much as Peruvian customers are paying for the wool. Currently
there exist only three yarn processing companies in Bolivia: INFOL, a
state-owned firm which produces and sells yarn in a very unrealiable
manner for a variety of reasons having to do with the fact that it is
state-owned.* FORNO, one of the oldest textile companies in Bolivia,
which only processes camelid wool sporadically at the direct request of
one or another of the artisan knltting organizations; and FOTRAMA, which
roduces its own varn for some of its sweater production. INFCL does not
&y tne zoing rate (Peruvian price) for raw wool and cannot obtain enough
aw material for yarn production. FORNO only processes wool purchased
nd delivered to it by artisan organizations and has not yet active taken
an interest in the camelid yarn business. FOTRAMA does well with its old
equlpment but can produce enough yarn to meet only part of its own needs.

As a result of the above inadequate yarn supply, the artisan
organizations with whom the Foundation will work have resorted to
purchasing some of tneir yarn from Peru and to hand-spinning it, in
addition to purchnasing as much yarn as possible from INFOL and FORNO.
Jtviousiy this situation cannot continue if Foundation clients are to be
able to increase their production of high quality knitwear for export.

a. Project Demand for Yarn

Table 15 presents the esrtimaze of the amoun:z of yarn to be
demandec during the life of the project. It includes the varn needed by
th2 Foundation's clients, both to knit sweaters for saie tnrough tne

This entity, sells its produczs in an arbitrary way. Its retail
shops located in th2 princ lua- cities do not open on a regu.iar
schedule, sell irn small quantities to indivicdual knit:ters, force
customers to buv ‘ern in pre-specified color proportions, and are
usually cut of stock. People in the industry claim that INFOL

plow ohon the yarn to their own knitting operations Or export
T

-
bl
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Foundation and for their current markets. Ada: this is the volume of
industrially spun yarn required by othner artisan .:ganlzations and
knitters not involved with the Foundation and tne yarn Bolivia's
industrial 'yarn processors will want to use to produce camelid fiber
cloth for sale to other markets.

Table 15
Current and Projected Demand for Industrially Produced Camelid Yarn
(MT) a/
Independent Client crganizations
Cloth- Organizations Non-Founcation  Foundation
Year  makers b/ Sales ¢/ Sales c/ Total
1984 -= 27 ' 17 - 4
1985 -- 28 18 14 60
1986 30 31 18 30 N9
1987 40 34 11 67 152
1988 50 38 14 102 204
1989 60 42 16 162 280
a/ Quantities corrzsponé IC Outpu: proi2zilens ir the financial
analysis, assuming that each sweaier requires 1/2 Kg. of yarm.
b/ Assuming an annual rate of growth cf 5 per cent for the period
1684-1985 and 10 per cent per vear for the period 1985-1989.
c/ Considering tnat industrially processed yarn is used 1in 100 percent

of the production of Fotrama, Kai-Huasy, anc¢ L_as Imillas, and 28.5
per cent of the production oI amerincia.

Two issues are exarmed below: (1) will Bolivia possess
adeguate industrial spinning capacity Lo produce :Ihe camelid yarn
cemande¢ during tne project; and (2) can enougn camzlia wool be obtailned
in 3olivia ro mee: the demand of industrial varn processors?

b. Bolivian Yarn Spinning Capacity

Industrial capacity in Beiivie
:aﬂel d vara is currently small 126,200 xgs,vr, T & L
peing fully utilized. FORNO can preseniiy procuce up Lo Ta0e
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yarn per month. INFOL produces 2350 kgs. per month, and Fotrama 500
kgs. Although_several other private textile firms exist, they currently
concnntratC’ A cotton and acrylic fiber processing; so the total annual
industria duction capacity for camelid yarn currently stands at
118,200 kgis®.

Plans are currently being made to increase this production
capacity significantly. Fotrama has expressed the intention to quadruple
its productlon capacity by adding washing and combing machines, and
repairing some currently idle equipment. It is elaborating a feasibility
study to obtain a loan from existing refinancing lines being channeled
through the Bolivian Central Bank. Universaltex, one of the most modern
and efficient firms in the Bolivian textile industry, is developing a
feasibility study to expand its plant to process alpaca and llama wool.
This study is expected to be completed by early 1985 and presented to a
private bank for refiancing under an AID line of credit. Finally, Hilbo,
a textile firm that has expanded its processing capacity significantly in
recent years, is also elahborating a feasibility study to establish a
camelid wool processing plant. This study 1s expected to be presentec
for financing in 1985 also.

This interest in expansion has Deen generatec as a result
of USAID's support for the proposed project and the Missions willingness
to consider the refinancing of credits for such expansion under 1Is
cirrent lines of credit. While Fotrama is interested in expanding Co
:erve its own knitters and utilize its existing yarn production
facilities more efficiently, Hilbo and Universaltex foresee a chance to
compete with Peruvian firms in the production of alpaca yarn ana clocn
and, significantly, to start producing llama yarn and cloth to expand tne
market for camelid fiber textiles. Their plans fit nicely with the
intention of participating artisan organizations to produce knitwear from
alpaca-llama mixtures and pure llama for sale through the Foundation.

The marketing plans currently being finalized as part of the feasibility
studies being prepared by these two companies contemplate very
significant sales to Foundation clients.**

Table 16 shows the current and projected cameilc yarn
roduction capacity in Bolivia. As can be seen, the installecd capacity
increases dramatically in 1966, when the Hilbo anc Universaltex
piants2will open. The last column shows the percentage ci tozal
installed capacity that will be used to produce the camellc varn G2mand
shown in

* This compares with tne current estimated cemand for imcustrialily
spun varn of %<,100 kgs. shown in Table 15.

Th ients at pravailing

-

e commit
prices wil






- Table 17 shows the average composition s. -11d yarn to
be produced during the project. As can be seen, given .. .eal export
market prefegrrence for alpaca (Llama products are unknown outside tne
Andean regi&i), the proportion of alpaca wool used at the star: of the
project is Bigh and declines as the project progresses, while the use of
llama wool, which is currently blended in small gquantities with alpaca
grows, especially after de-hairing machines are installed in
Universaltex, Hilbo and Fotrama. The use of non-camelid fibers in small

amounts begins in 1987.

Table 17 also shows the "fleece equivalent" of the alpaca
and 1llama needed to produce the tonnage of yarn indicatec. The long {3
to & inch) fine fiber sheared from the animal upper parts, Irom wnicn
yarn is made is referred to as "fleece" nere. Abcut 30% of fleece 1is
lost in varn production; nence the 1.42 conversion factor to obtain to
the amount of alpaca fleece needed to produce a givemn quantity of alpaca
yarn. Tne hairs in lla° fleece account for an acditionai 25% loss;
hence the 1.9 conversiun facror ior llama varn. The '"fleece equivalents’
shown in Table 17 equal the amount of camelid fleece industrial spinmners
will need to purchase each year to meet the yarn demand shown in Table 15.

Table 17

Current andé Proiected Composition oi indusiTiel.-Y

Produced Camelid Yarn

Composition by

Tvpe oI Fibar Total Fleece Equivalent

Year Alpaca Llama Ocher Yarn a, Alpaca b/ ilame cf

MT - MT s MT " MT MT MT
1984 37 85 7 15 - 0 b4 53 14
1985 51 85 9 15 - 0 60 73 18
1986 76 70 28 25 5 5 106 108 53
1987 76 50 61 40 15 10 L3l ik 117
1988 82 40 102 50 20 i 20 117 19«
1989 84 30 1ob 50 25 10 280 120 32¢
a/ From Table 13 )
b/ Assuming a 1.42 éonversion factor to comnvert varn into Ileece.

Pt

c/ Assuming 2 1.90 conversion factor to convert varm into Zlieece.
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= Table 18 shows the current and projected volumes of camelid
fleece to be produce in Bolivia and its uses. Tne camelid fleece
Mcatojections are based on very low estimates of herd growth and
ements; thus they are conservative.* Because Bolivian
textile will be paying "top dollar" (at least as much as Peruvian
buyers) foricamelid fleece, it is not anticipated that they will have any
difficulty obtaining all the fleece they need in Bolivia. The amount of
fleece to be purchased by industrial users and other buyers is shown in
Table 18. It is assumed that industrial firms will pay enough to stem to
flow of Bolivian alpaca to Peru. Llama fleece exports also decline, but
continue at a lower level. Handicraft spinners of llama fleece are
assumed to use less fleece as time goes on because they will begin using
sheepswool which will be less expensive.

It is possible, in fact, that camelid wool yields may improve. In
order to improve camelid growing conditions, the Bolivian Government
has attempted in the past to establish a system for delivering
technical assistance. One of these efforts has been centered in the
Patzcamaya Experiment Station, which is the leading camelid research
entity in the country. After more than a decade of work, an
impressive herd of llamas and alpacas has been raised at this
station; however, practically no improvements have been transmitted
to farmers. This has been so mainly because of the chronic lack of
resources faced by tne Bolivian Institute of Agricultural Technology
(IBTA) which is in charge of the station. In addition to these
efforts, the IDB has recently funded a $500,000 program to assist
camelid growers in the areas of animal management and wool
marketing. Centered around the Integral Association of Camelia
rowers of the High Altiplano (AIGACAA), the program 1s expected ro
benefit some 2,000 peasants who presently produce 60,000 kgs or
llama/alpaca wool per year. Moreover, the Departamental
Developement Corporations of Orurc, Cochabamba, and Potosi are
expanding tneir programs to assist camelid growers.






‘?Tb sum up, it is concluded that Foundation clients and

other purchl!lﬁl of 1ndustr1a11y processed camelid yarn will be able to
purchase the yarn they require from Bolivian textile mills and that the
textile mills will be able to purchase the camelid fleece they require in

Bolivia.
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B. Institutional Analvsis

ﬁ:lect’ion discusses questions concerning the proposed
Foundatic nd describes the four artisan organizations which will

initiallyf*tticipate in the project.

1. The Foundation

A}

In Section II.D.3., an explanation of the Foundation's
objectives, duties and staffing was given. Section II.C. also outlined
the alternative institutional structures considered to provide services
to artisan knitting organizations. None of these alternative structures
was judged feasible; whereas it was concluded that a foundation organized
to provide services on a business-like basis was most appropriate in the
Bolivian context.

Tne first question which arises is whether such an enrity can,
in fact, be set up legally. There must also be assurance that the type
of Board which is envisaged for the Foundation can be assembled. Lastly,
the issue of whether a foundation can operate efficiently providing
business-oriented services should be examined.

On the legal issue, the Mission has already been assured by
its Bolivian Legal Counsel and the RLA that "civil societies'” can be
legally constituted with a minimum of red tape (i.e. only the
registration of statutes). Civil societies can sign grant agreements
with AID, receive funds, and hire contractors and staff. The Mission
briefly considered the possibility of setting up a civil society for its
Self-Financing Primary Health Care Project. This would have been
possible legally, but the option was rejected for programmatic reasons.
USAID has also discussed the possibility of setting up a civil society
among the members of the Union of Boiivian Banks tc manage a new loan
guarantee program and been advised by both its own legal counsel and that
of the Union that there would be no trouble doing so.

The Mission's Bolivian legal counsel has advised that setting
up a civil society for this project as an interim measure before
constituting a foundation under Bolivian law would be the most pracrical
means of proceeding. The legal steps to set up a foundation are more
cumbersome and will require six to eight months. Therefore a civil
society will be set up first, which will later be transformed into a
ioundation.,

Since the proposal to establish a foundation was mades, Board
member candidates have been suggested by artisan organizations and
individuals who would like to see the project succeed. Many more
cancicdates have been suggested than the number of Board ceats available.
USAID has discussed Boarc membership with several of the best candidaces
proposed who expressed serious interest in participating on the Board. =
iist cof the mos: prominent candidates from whom the nine Board members
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will be chesen . : -.zluded in Annex 3. USAID will make the final
selection of Boarc members aiter AILD/W approval of the project in
consultation with the four participating artisan organizations and the
candidates themselves.

The Foundation will be able to provide services efficiently
because of its purposely narrow focus and the business-like manner in
wnich it will vperate. It will bé working with one product category -
knitwear, one production techmology - hand knitring, only four artisan
organizations, all located in one city, and will focus only on providing
services anc not becoming involved in financial transactions (lend money
or take a pocsition irn raw materials or finished products).

The Foundation will be in the position of having to "sell" its
services to participating artisan organizations. If any of them become
dissatisfied with the Founcdation's performance, it will be free to drop
out of the project. Thus, the Foundation will have to operate
effectively and efficiently if it is to succeed. Some of the ways in
which 1t will use business-like working procedures in its operations are:
a) by operating with a smail but adequate staff; b) by instituting a
bonus system for Foundation staff; tied to sales levels achieved ; c) by
contracting with established, business—oriented fashion industry experts
for Ta; <, by taring advantage of the practical business exparience and
conzacts oI i:is Board memders; e) by monitoring costs carefully; and f)
by making production and marketing decisions on the basis of technical
and commercial considerations rather than on political or social grounds.

2. Artisan Orzanize-ions

The Missilon contacted 27 artisan organizations in the course
of developing the project. Out of these, it was decided to work
initially with four organizations in Cochabamba which currently employ
3090 artisans. These organizations were selected for tne following
reasons: '

. They are leaders in producing dDetter quality products.

. Ther have the administrative capability to use technical
asistance erffectively, train artisans, set production levels,
contTo: guality, procure raw macterlals, manage money and e:pand
output.

+« They regulariv pa:

. They are enthusia

crices regularly.

. They employ encugh artisans tc meake & guick lmpact on the welfare
of significan: portions ¢f zh2 rural population in Cochabacha.
Tne inzaniisen oI tnis highly selective winnowing from 27
groups Ic iour was to znsure ciscizline, gquality, and enthusiasm wnen
project ac:tivitles >ezin. Thness orgarnizations are the four main artisan
enterprises in Cochabamca, and zhey each bring unique strengths to the
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ax Fotrama. The Ha'yknoll Order Zoundec - organized knitting
Cochnbamba Valley witn the establisncnt of Fotrama in
the early Today, Fotrama employs oo people full time, provides
work for 1,8 attxlnns organized into 16 groups at separate production
centers, a.‘.,' ounts for slightly over one-half of commercial knitwear
production in- Cochabamba and one-third of that in Bolivia. In 1983, it
produced 25,000 units of camelid wool products (sweaters, scarfs, vests,
hats, ponchos, rugs, etc.) for sale’in Cochabamba and La Paz and for

export to the U.S. and Germany.

industry in

Fotrama 1s rum by an administrative council composed of the
leaders irom its 16 production centers. The ccuncil supervises
departments of sales, spinning, accounting, raw material procurement, and
the cooperacive's treasury. The Manager is a former center leader and
the Treasurer is an American Maryknoll priest who normally represents the
cooperative with outsiders and still plays a prime role in its management.

Fotrama produces about half the yarn it uses with
antiquated carding-spinning equipment donated from the U.S. It buys the
remainder from INFOL, when possible, and from Peruvian manufacturers.
Fotrama provides yarn plus designs to artisans through its production
center leaders and pays for swearers produced in cash. 1ts members also

have the right to discounted commocdities anZ free wmecdical services
financed Irom sales profirs.

Fotrama pioneered cthe use of production centers, which has
been adopred by Amerindia, Kav Buasv and Las Imillas and represents the
key to each's success and to achieving the objectives of this project.
Artisans who otherwise would work as individuals are grouped together
near their homes in centers wnere they receive varn, cesigns, and
training, and can sell what theyv knit. Without these channels, the
project would be unable to deliver services to boiivian artisans.

Tne Fotrama centers are located in owned or rented
buildings in villages in the Cochabamba Valley. Center lecaders are
nominated by each center's artisans and appointed by Fotrame for their
knitting/weaving skills, training abilities, integrity and knowledgze of
simple busiﬂess practices. <fach leader receives varn and Gesigns from
Fotrame's neaaquarters in Cochabamba, rfeacnas Tthne women now ¢ makz newly
designed articles, trains new recruits, conctrols guaiizy, pay '
keeps the books, and delivers products on schedule. Tne cent
are full-time paid emplovees.

Fotrama's main problems currauliv are access To varn,
difficulties exporting, and its antiquated equipmenc.

b. Amerindia. This cooperative was founded in 136% to provide
work and social bznefits tc rural women by an entity entitled DESE
(Desarrollo Sociai v Eccndmico; which was establisned by the Catholic
Church. It 1s managed Dv & woman with vears of experience in the largely
Zemale Ceochnabambas artisanal community. It has & nine-person full-time
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staff and maintains twelve production centers, each with an average of 48
artisans working under the supervision of a paid knitting leader.
Amerindis provides work for an additional 679 women in the Cochabamba
Valley and the Altiplano who supply Bolivia's best hand spun yarn to the
production eenters. Amerindia is currently producting about 7000
sweaters per year. It sells them to third world shops in Europe and
through its own retail store in Cochabamba.

Like Fotrama, Amerindia provides discounted commodities and
medical services to its artisans, champions the values of cooperation,
self help and productive labor, has the managerial and training resources
to incorporate more artisans, and, given its social purpose, is eager to
recruit and train new members whenever economic conditions permit.

Unlike Fotrama, it gives its production leaders some ieeway in setting
prices paid to artisans based on the leaders' judgement of the value of
the articles and the loyalty and professionalism of the artisans.
Amerindia's main problems currently are access to wool, lack of new
designs, and exporting difficulcies.

c. Kay Huasy. A former employee of Amerindia established this
privately owned artisan business in 1982. She shares management
responsibilities with her German husband. In addition to this husband
and wife team, the full-time staff in Cochabamba includes an accountant
and five other quality control/administrative employees.

Kay Huasy employs of 540 artisans in six production centers
in the Cochabamba Valley. In comparison to Fotrama and Amerindia, it
gives its center leaders more control over recruitment, training and
prices paid. Its center leaders recruit experienced artisans and coniine
training to the mastering of new designs rather than the learning of
basic skills. It remunerates its emplovees by the piece produced, and,
because of competition from other Cochabamba knitting organizations, must
pay the going market rate. It is noteworthy that students, wno do not
consider themselves artisans or plan to stay in artisanry, are found
among the 200 women at Kay Hausy's production center in Arani.
Apparently, they can master knittinr cechniques quickly and are drawn by
the opportunity to earn attractivy-. wages without detracting from their
ra2gular activities.

As an example of their aggressiveness and imagination, the
owners of Kay Huasy have tried s2veral approaches to ensure their supply
cf nigh quality wool, e.g.:

. Purchases from Mitichell Bros. in Perd

. Purchase from INFOL

. Contracts with Bslivian spinning mills

. Purchases of hand-spun yarn

. Purchases of raw wooi for delivery to Fotrama for conversion to
combed fidber to be hand spun on consignment
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:asy currently sells about 6,00( sweaters per vear.
Most are exio:?ﬁ-;'nowever, the firm also maintains a retail ouclet in
Cochabamba, .Given its modern marketing viewpoint and operating
procedure fﬁ‘lx Huasy could adjust rapidly to a larger market and higher
ioms: Its main problems currently are raw material procurement,
better de.‘i;falsiatance, and export marketing.

d. Las Imillas. This small cooperative began in 1979 in the
village of Arani, about 90 minutes drive from Cochabamba, when 235 Fotrama
knitters decided to pool their money, buy yarn, and sell sweaters on
their own under the leadership of two sisters. Today, Las Imillas has 50
members and is training 25 more with the expectation of increased sales.
This is the only artisanal group among the four participating in the
project that has had no trouble, apart from having to travel to La Paz,
in buying yarn from the mismanaged state spinning company, INFOL.
Apparently this is because it purchases less than 50 kilos at a time and
its leaders are persuasive and persistent. The sweaters knitted from
this yarn are traditional in style but well made. Las Imillas knitters
are among the most productive in Cochabamba, knitting 24 sweaters per
vear. These sweaters are sold to shops and individuals in Cochabamba.
Last year, Las Imillas sold about 1200 sweaters.

Unlike the three entities described above, Las Imiilas
operates as one large production group. Its two leaders are in cnharge of
Production sup2rvision, accounting and sales. All the members of the
cooperative, however, are well aware of its operations and share equally
in its profits. The deficiencies in Las Imillas' formal institutional
capablliity are compensated by its determination, cohesion, and trust
among cooperative members. The main difficulties being experienced by
Las Imillas asre the n2ed to better organize itself as it grows, its poor
Physical facilities, and the need for design assistance and more
professional marketing efforts.

These four artisan organizations combine the strengths of
the artisan movement in Bolivia and provide the basis for a successful
project: Fo:rama, the industry leader and pioneer of the artisan knitting
industry, whosa absence would hobble any artisan knitwear expert
project; Amerindia, a solidly establishea encerprise with social
conscience, and a liarge pool of artisans whick is capable of expansion;
Rav Huasy, an aggressive profiz-mindec firm with a nistory of innovarion
anc a practical outiook; and Las Imillas, a g§rassroots organization in
tne heart of the Cochabamba arcisan Knlfting community with proven
success pased on the hard work and enthusiasm of irs members. Ic
ons, tnere arz approximately 100 other

addition to the four organizari R

knitting cooperatives iz Cozhadamba, La Paz and Oruro similar to Las
Imillas although not 2s wali ceveioped, and a campesino-based
organization in Cccnabazhbe called Xochalira which coordinated the werk of
sevaral snitting grouwns znd <ols sweacers in Europe until exchange
controls were imposec. 4s the project progresses, it is planned to have
tne Foundation chocse four adcitional arctisan organizations to
PATYL1CtipEle in the project Irom the many others aiso already in existance
$9 as tc widen the prerezt's impace.



C. Social Analvsis

The project's intended beneficiaries are the xnirters belonging
to the artisan organizations which will receive assistance from the
Foundation. These knitters are female members of rural households in the
Cochabamba Valley and enviroms, both single and married in about equal
proportion, who currently number 3090. Tne number of knitters
participating in the project is inténded to reach 11,565 by 1989.

These women are Quechua speaking Indian peasants whose lifestyle
is somewhat removed from thar of the mainstream (though minority) of
Bolivian life which emphasizes speaking Spanish and western values.
However, most of the women belong to households which do participate in
Bolivian commercial life. The main source of income of their nhouseholds
is farming, and most of the farms produce for sale within the Cochabamba
Valley. In addition, most of the prciect's beneficiaries live in
communities from which it 1s possibie to travel to tne city of Cochatamba
to make purchases and sell produce fairly easily.

The women spend much of their time on domestic chores and also
have to assist other family members during peak farming activicy
seasons. As part of theilr domestic activity, they also engage in
handicraft production for practical, nousehold needs andé, in the case of
knitting, primarily to earn outside income. The kniTtiing taev do can be
accomplished in their homes during the afternoon and evening wnen
domestic chores, aside from preparing dinner, have already been
complered. Thus, this activity can be fitted easily in their daily
routine, and even carried out concurrently with such chores as
babvsitting.

The formation of knitring groups by the artisan organizations
which will participate in the project, in order to training xnitters and
organize production, nhas worked well within tne social context oi thne
lives of rural female knitters. By working in groups, the kritters are
able to receive instruction near their homes in a manner which does not
aistract from their daily chores and provides an opporcunity Zor
socialvzing. Furthermore, the knitters do.not have to worry about varn
procuremen: ané selling their sweaters, so they can dedicate tneir
knitcing cime exclusively to knicting.

The knitters participating in che proiect will beneiit Zromw tne
increased income they receive from ths nig 1 '
Tais will come in two forms; higher pavmen
provision of health services and . s
belongs to a cooperative). Rnitters
purchase clothing and other persconal
not be able to buy and, in the case ¢
thelr chiléren and the housenold.

swzz.er rnltced and the
: .2 the Knitter
s fior knitting ro
hev would otnerwise
chase things for
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D. .ﬁe:}?i_cia’l Analysis

Sy

'iﬁghfinancial analysis carried out for this project considered
three issues: (1) will the Foundation be financially viable by the PACD;
(2) how much will artisans benenfit from the project; and (3) to the
financial returns of the project justify the investments to be made by
AID and participating artisan organizations?

1. Foundation Viability

A financial analysis was done to determine if easonable
assumptions about production, sales, FOB export prices and cost of
operation and technical assistance would result in the financial
viability of the Foundation by the end of the fourth year. One important
objective of this analysis was to determine if a commission of 6 to 9
percent on the value of exports made through the Foundation would cover
the costs of the Foundationm.

The analysis (see Table 19) shows that even if the Central
Bank converts 70 percent of dollar export earnings to pesos at the
official exchange rate, the Foundation can cover its costs while greatly
increasing both the payments made te artisans and the number of artisans
employed. This is the result of selling higher priced garments to a
larger market. The assumptions and results of this analysis are
described below.

Producer Groups. In Year 1, the project starts with the four
Cochabamba producer groups previously described in this paper, adds two
new groups of 200 members each in Year 2 and two more groups each of 2350
in Year 3. Candidates for these four new groups were identified when the
list of twenty five potential member groups was cut to the four
Cochabamba groups.

Number of Artisans. The project starts with the 3,090 artisans in
the four producer groups. During the first vear, these groups increase
tneir membership by 20 percent. In vear two, with the addition of two
new procucer groups and the expansion of the original groups, 1,142
artisans are added to the project. By Year &4, higher piecz work payments
and access to a larger market have attracted 5,806 new artisans tec the
project. Given that there are at least 250,000 artisans in the country,
tnis projection is reasonable.

Production. bBefore the project starts, the 3,090 artisans in the
four Cochabamba groups'produce 39,200 units, mainly sweaters. During the
firs: year of the project, these groups recrui:z 618 new members and the
overage output per &artisan rises from 13 to 17 units per vear resulting
in production of #Z,588 units. As artisans join tne project and
artisanal productivity increases to 31 pieces per year, production rises
to 335,631 units in Year 6.
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d Net Income. Each Year after costs are deducted from income,
jes USAID"E;ancs through Year 4, a surplus, small in relation
to sales, Fesults. This surplus is added to net proceeds in each
succeeding Year to maintain a reserve fo- the Foundation. If, in later
project Years, this reserve is ot needed by the Foundatiom, it can be
distributed to members in proportion to their sales or the commission can
be reduced.

2. Artisan Benefit Analvser:

To calculate the artisanal benefits produced by the project
(Table 20) the net income assumed for arctisans in the absence of the
Project is substracted from the income these artisans would receive under
the project. Briefly, with the project artisan organizatiozns sell
sweaters at $30.00/unit and $13.34/unit for which artisans will net
$5/unit and $1.50/unit, respectively, in Year 1. These piecework
payments to artisans rise as sweater prices rise. Without the project,
artisan organizations sell sweaters at $13.34/unit and $7.90/unit for
which they net $1.50/unit and $20/unit, respectively, in Year 1, with
some increases for inflation thereafter.

Based on these assumptions, an average artisan receives about 10
times more income with the project, on a present value basis. For
example, in Year 4, income with the project is $141.59 and without the
project, $11.75.

3. Project Financial Analvsis

A final analysis was performed to determine if income generatea
by the project justifies investments by USAID and the proaucer groups in
it. Project income is defined on a net basis, or gross income minus
opportunity cost, i.e. the revenue earned from export and traditional
sales by producers affiliated with the Foundation minus the reveanue these
producers would have earned in the absence of the project. Costs are all
those shown in the budge:r tables necessary to produce this Zncremental
income. Wnen these incremental revenue and cost stresams are discounted

at 12 percent, tne resulting besnefit cost ratio is a very attractive 2.5.

The assumptions underlying the analysis are explained in wmore
detail below.

Local Marks: Sales Trice. Over the Years, tn our Cocnabamba
groups have built up 3olivian and foreign markets m icn they will
very gradually withdraw as an incrzasing sortior o helr production is
marketed rhrough the roundazion. The average FO3 urnit price of :these
traditional market saies will rise siowly Irom tne current §$13.34 as
design and production capacities ars lmpruved by tne project and
inflation takes effect.

1
T
v
(2]

eI
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it
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kat Sales Price. The bulk of project income will come
from new er designs exported through the Foundation tv new markets
in the U.8. These sales are made at an FOB price of $30 in Year 1,
rising with inflation and improved design, production and marketing
capabilities to $36 in Year 4. By.volume, these sales grow from 28,210
units in Year 1 to 204,045 in Year 4.

Without Projec: Sales. Without the project, the eight producer
groups would produce and sell garments in two price categories. The four
Cochabamba groups would continue to sell sweaters to their traditional
Bolivian and foreign markets starting at $13.34/unit and rising gradually
vith inflation and minor improvements in design and marketing. The 5,806
artesans to be added to the project during Years 1 through 4 are assumed
to sell lower quality $7.90/unit sweaters without the project. These two
sales streams at $13.34/unit and $7.90/unit with their respective numbers
of dartisans and productivity rates vepresent the income project
participants would have without the project. Note that without the
project and its inputs of training and management productivity rate are
lower. For examplie, in Year 3, oufput per artisan withi the project is 23
units/Year and without the project 14 units/Year.

Performance of New Groups. The new producer groups added in Years 2
and 3 market all their production through the Foundation unlike the four
starting groups which gradually relinquish their traditional markets. It
is assumed that the new groups are selling $7.90/unit sweaters to
middlemen and Bolivian retailers before they enter the project. These
are shifting undependable markets which will be readily abandoned in
favor of the larger, higher priced markets the Foundation can offer.

Once a new group is admitted to the project, after at most six weeks of
training, each of its members stould be able to knit 14 good quality
sweaters during the balance of the vear.
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N FINANCIAL TABLE: PKOODUCTION PKODUCTIVITY - FOUNDGTION INCONE SIATERENT.
, YEAR 0 Y A R Y AR 2 L S 3
. Nase of Orgasization Mo, MEMB.A.OUTPUT O/MORKER W.MEMS. T.MEWG. MARKEF  T.QUTPUT O/WGRXER M.MEMB. T.MEMD. MERKET T.0UTPUT O/MORKER W.MEND. T.ME™S. MARKET T.0UTPUT O/MOBKER
. FOTRANA 1850 25000 Mo 30T 2220 1982 3990 18 M4 244 33546 5594 I IS |} I TS SR Y90 RS TTY) M
. MERIND1A 00 70% 10 140 B4 5292 11760 I 16B 1008 10282 113 17 302 1310 #1527 31480 2
L2 KAL-HUAS] S A0 - M - 12 9% S8 4234 9408 1B 706 B4 13404 212 w1 wans 2018 u ———
i LAS INILLAS s 1200 u 10 60 762 1560 % 12 120 2008 2 n L I 17 T P % 30
' ORG. No. $ 00 200 2800 2800 " 0 U0 A0 4180 "
|-~ oR6. %o. & ot 200 200 2800 2800 " 60 250 4140 4140 14 B
0RS. Mo, 7 % 20 300 350 "
i_ 0kG. Mo. B 20 20 3500 338 "
| T0TALS LTI U I3 418 3708 28210 42888 17 142 4850 SBIO1 94102 191955 W04 13301 15400 n
| INCREASE (1) 0.2 0.20 0.60 033 0.31 031 1.0B 0.5 0.5 040 040 1.2 6.4  6.17
l SALES SALES SALES ,
4 REVENUE REVESUE REVEMIE '
. e YEAR | YEAR 2 YEAR 3 m————
s PRICE PER UNIT. IN USS = 32 ) '
i WHOLESALE VALUE IN USS 845268 1078404 4549220
| FouD. commission In uss
‘_ SCENARID A
F=—"" 1001 FREE MAKKET e - 59240 131491 212954 L
: SCEN-RID B
™= 301 FREE MARKET e e - -- 2850 - - - 50118 122829 : e
‘ 701 OFFICIAL RATE 2369 59171 143301
| BROSS REVENUE m 109889 6130
! NIKUS C5TS ..
; OPCAATING EIPENSES 173000 210700 p 245000
F=—  TECHMICAL ASSISTAMCE ~ e e 454000 - 713000 44000 et e
TRAINING 19760 24500 24500
L CORNCOITIES 48200 0 0
- CONTINGENCY 106780 ; 1s213 101543 .
: T0TAL COSTS 826740 1063412, 1015063
==-  MET INCINE BEFDRE GRANT - SCENAR.A SCENAR. B SCENAR.A SCENAR. 8 SCENAR. A SCEMAR. D ——
i SCENERTY A ~767500 931922 -742109
SCENARID 8 -780194 - -953524 748933
' PLUS AID 6RANT TO FOUNDI.
: OFERATING EXPEMSES 178000 178000 154160 154160 85400 65400
—- TECANICAL ASS. e - 454000 454000 - - - 73000 713006 $48000 444000 —
| TRAINING 19760 19760 W0 22660 18800 18600
COMRODITIES 48200 48200 0 0 0 0
bL—  courmeeacy - 106780 104780 108200 108200 83380 83380 } .
! TOTAL A1D GAANTS 026740 626740 997950 997940 83150 831580
]
-~—  MET INCOME AFTER GRANT Cemmmnem e e e - - ———
SCENARIO A 59240 3T (IO
SCEKARID B 1 443 8447
[
' ACCRLED NET INCCAE
SCERARI0 3 39240 125279 24749
—--- SCENARIO B - [TEm 90982 173629 B
|
- -
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Y £ A& ® Y E A @ Y E A @ b
Nase of Drgasization N.NEND. T.NEMD. MARKET T.OUTPUT O/MOAKER N.MEMS. T.MEMG. MARKET T.OUTPUT O/WORKER N.NEND. T.MEMD. MARKET  T.OUTPUT O/MORXER
FOTRANA 1039 4502 105351 117054 26 1351 SBS3  le@Ss! 187290 n 0 5853 148381 167290 12 .
MRERINDIA 39 104 19me2 492 2% S10 2215 aS780 7086k 2 0 2215 A3 J084k n
KAI-HUAS] 215 192 294 31004 2% 358 1550 Ads4s  4950) ‘32 0 1550 4446 49407 32
LAS INILLAS 28 122 3500 134 32 1) 159 455 5082 n 0 159 5% su2 n
0R6. No. S 78 38 8n2 a2 2 101 §19 12303 12303 28 0 49 12303 12303 n
ORG. No. & 78 338 8112 B112 24 101 419 12303 12303 28 0 439 12303 12301 o
0R6. ¥o. 7 100 350 5600 Ss00 14 105 55 9100 9300 20 0 455 90 N0 2
Of6. Mo. 8 100 350 5800 S6d0 16 105 4S5 9100 9100 2 0 455 %100 §100 »
101ALS 2091 A% 204045 223470 25 2669 1155 34349 35S 3 0 1ISeS 39 IS 3
INCREASE (1) 0.31 0.3 0.52 045 0.1 0.3 030 059 0.5 0.2 0.00  0.00 0.00 0.0 0.00
SALES SALES SALES
REVENIES REVENUES REVENLES
e AR YEAR § YEAR &
PRICE PER UMIT. IN USS 38 3 38 T
MMOLESALE VALUE 1M USS 7345618 12125247 12325247
FOUND. COMMISSION [N USS
SCENARIO &
1001 FREE MARKET Lo - - 440137 139515 39518
SCENARIC B
30T FAEE MARKET i 198332 o 332782 B2
. 701 JFFICIAL MATE 192822 409814 306245
6ROSS REVENUE 391154 7425% 72102
NINUS COSIS T
OFERATING EIPZNSES 295000 335000 335000 ,
TECHMICAL ASSISTANCE ) 258000 i 256000 230000
TRAINING 140 40 ) %0
COMRJDITIES 0 0 0
CONT INGENCY 8199 86105 ma
TOTAL £0SYS 428939 312845 543849
MET INCCKE BEFORE GRANT SCENAR.A SCENAR.B SCENAR.A SCENAR. D SCENAR.A SCEMAR. D
SCENAkIO A -188202 - 8870 T T56db
SCENARIC D -237788 49751 ms
PLUS AID GRANI 10 FOUMBT. °
OPERATING EIPENSES 250 471240 0 0 0 0
TECHNICAL &SS. i o 258000 258620 0 0 0 0
TRA!NING 840 B0 0 0 - 0 0
COMRJDITIES (] 0 0 0
CONT INGENCY L 37640 37800 0 0
TOTAL ALD GRAATS 343720 343720 - T (] R 0 ‘-
MET INCOME AFTER GRANT
SCENARIO A& 155518 46470 75646
SCERARIO B 105935 #9751 snse
ACCRUED WET InCONE
SCENAR!D A 370267 436937 512583
SCENARIO B 209564 369318 404473
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_| Nase of Drganization N.NERB. T.MEMD. PMARKET  T.OUTPUT O/MORXER M.MEND. T.MEMB. MARKET  T.OUTPUT O/MORXER v
'L—. FOIRANA 0 168581 167290 2. 0 SBS3 148561 107290 n
. e - e e oo - AMERINDIA .. - - 0 83780 70884 n 0 2215 43100  Tomés 3
" KAl-HUAS] 0 Mot 49807 n 0 1350 e 4907 R
l LAS INILLAS 0 4556 5082 1 0 159 455 Sea2 n
e . ON6. Mo. S 0 12503 12303 P} 0 39 12303 12303 n
r_ 0R5. No. & 0 12303 12303 28 0 3912365 12303 2
OR6. No. 7 0 9100 9160 20 (] S 9100 9100 2
l_' kS, No. B 0 9100 . 9100 2 0 455 9100 9500 p!)
!
I w TOTALS 0 34349 35531 3 0 11565 324349 335431 3
b .. Q S <o+ INCREASE () 0.00 G.00 000 0.00 . 000 000 0.00 0.00 0.08
n SALES SALES
L. . REVENUES REVENUES N
' % YEAR 7 YEMR §
) PRICE PER LMIT. IN USS 38 u
W —— - . R oo WMOLESALE VALUE DN USS . 1232520 12325247
ﬁ FOUMD. COMMIGSION IN US$
— - - SLENARIO A e
- heasi 1002 FREE WARKET 739515 139515
e e gﬂ SCENARIG B .
s 30 FAEE MAKKET 332782 1282
rad 701 GFFICIAL RATE 388243 3892435
A O . s a0l . ... e o THOT
[}
: U NIKUS CDSTS .
——— e = e ———— OFERATING EIPENSES - 335000 - - . 335000
: TECHKICAL ASSISTANCE 250000 250000
| TRAINING 0 0
k- -2 . . COMACDITIES :0 0
F: : CONTINGENCY 70200 70200
10TAL CDSTS : $55200 $55200
% MET INCOME DEFORE GRAMT SCENAR.A SCENAR.D SCEMAR.A SCENAR.D
SCENARTD A 84315 84315
.. - u SCENARID B 81 ) asan
: L PLUS 41D GRANT TO FOUNDI. _
[ emees = e e OPERAVING EXPEMSES _. ... .. ... _' 8. _o. e N 0 .
TECHNICAL 4SS, 0 ] 0 ]
TRAINING 0 ¢ 0 ]
—_— . CONNCDITIES -
I CONT INGERCY .
i TOTAL &ID GRANTS 0 0 0 0
] MET INOAE AFTER GRANT
SCENAKIO A (T3} 13
I SCENARIO B sq 8587
: ACCRLED MET INCONE
.. . - SCENARID & 59488 81213
SCENARIO B 472300 33127
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T ARTISAN BENEFIT TABLE. e T
YEAR I VEM 2 VEARS YEAR 4 YEARS YEM 4 YEMR 7 YEMR S T0IAL ' '
o ot - . __ . BexEFIT 10 ARTISMM _
X LR WITH THE PROJECT. T T e e
l X WUNBER OF UNITS SOLD THAU FOUNDATION 28210 SE071  133BO1 204045  3ZA349 324349 324349 334 1721523 !
o 2 o NUMBER OF LNITS SOLD, LOCAL-BETTER QUALITY ’ 34478 35401 20908 19825 31282 31282 31282 31282 235540 ) o
> INCONE PER UNIT-THRU FOUNDATION-TO THE ARTISAN 5.00 533 ST 400 33 3 A3 W3
INCONE PER LNIT-BETTER QUALITY-TO THE &RTISAM 1.5 1.4 1.7 1.8 1.9 1.9 1.9 1.9
T NUNBER OF RRTISANS 3708 4850 4804 B89 11565 11585 11565 11545 11548
] TOTAL NCOME 10 THE ARTISAN 192787 384350 793749 1259595 210354k 2113446 2113646 2113446 11047049
| TOTAL INCORE PER ARTTSAN 5199 7554 H1e.66 MALL39 18276 1B2.76  182.76  182.76 1116.82
WITHOUT THE PROJECT. .
- NLREER OF UNITS SOLD, LOCAL-BETIER QUALITY 40170 2179 44287 46502 48827 4882 48827 48927 34845 - : e
: NUABER OF LN1IS SOLC, LOCAL-LONER QUALITY 8034 24024 53231 @I3)5 133918 133918 133918 133918 708338
{ INCCRE PER UNIT-BETTER QUALITY-TO THE ARTISAN 150 . LS8 1.6 LM 182 .82 1.2 L.
s INCOME PER UNIT-LOWER QUALITY-T0 THE ARTISAM 2200 621 0.2 023 02 0.2 027 0.2 T
NUNBER OF AKTISANS 3708 4850 ABOA 8895 11565 11545 11545 11565 1IS4S
TOTAL INCOME 7O THE ARTISAN 61682 71476 84978 100977 121580 123200 124917 128711 815709 .
pon e TOTAL INCOAE PER ARTISAN 16,68 178 12,49 1135 10.31  10.45  10.50  10.% 919 T e e e
i . :
. . MET PRESENT VALUE ’ ) e e
. T0TAL [NCONE W1TH FROJECT. 32
! TOTAL INCOME MITHOUT PRGJECT. 83 .
e RATID INCOME W1TH/MITHOUT FROJECT. 9.971999 : - Co R —
RATE UTILIZED 0.12 H




PROJECT BENEFIT 1hBLE.
YEAR 0 Y E A R Y A& Y E A @ 3
Mase of Organization Ko. WERB.A.QUTPLT O/MORKER W.MEND. T.MEMB. NARKET V.OUIPUT O/MOIKER N.NEMS. T.NENB. NARKET T.OUTPUT O/WORKER N.MERS. T.NEND, WARKET  7.0UTPUT 8/MOMKER
FOTRANA 180 25000 1] 30 2220 17982 39940 18 TUR 7YY R ¢ LTYSY 77 1 799 363 70409 317 ]
MERINBIA v 00 7000 10 140 80 5292 o 1" 140 1008 10282 1713 17 02 130 w2 3480 2
- KAI-KUASI - - 90 000 12 9 . 48 424 9408 1 M8 708 BOM 13404 22w oz 20 u
LAS IMILLAS 5 1200 b1 10 60 02 1546 2% 12 12 1210 18 0 n TR TTY B %
ORG. No. 3 200 200 2800 2800 14 » 20 4ed 40 1
OR6. Ko. & 200 00 2800 2800 1" "] 0 1040 4140 1%
OR6. No. 7 % 25 350 3500 14
0R6. o, 8 30 250 3see 350 Tl
1074LS 3080 39200 13 518 3708 28210 62688 17 1142 4830 58701 94102 19 1935 804 133801 14700 B
INCREASE (1) 0.2 0,20 0.60 0.33 0.31 0.31 1.08 0.5 0.13 0.4 0.4 1.28 [ X°) .17
NO.UKITS SALES LOCML MARKET.W/P(1) 34478 35401 i B AP, the nl
LT PRICE USS 13.34 .47 16.14 ! '
TOTAL INCORE LOCAL MARKET [ 439942 519474 337490
0. UNITS SALES FOREIGN MARKET.W/P.(2) 28210 58701 133861 '
TOTAL INCOME FOREIGN MARKET 844288 1078844 4349228 o
GROSS INTOME LOCAL & FOREIGK MARKET w/P. [, - . 1306230 2197920 4086714
- -
NIKUS BROSS INCOME MITHOUT PROJECT. ()
SETIER QUALITY-QUTPUT 40110 LYiRL] 44287
PRICE PR URIT-BETIER QUALITY 13.24 14.01 uwn -
o b WERSE QUALTTI- QUTRYT BO34 20024 53231
—_ PRICE FER UNII-#kST QUALITY - 1.9 8.3 6
QUTPUT PER WORKER 13 " 14 i
TOTAL 6KOSS INCOME WITHOUT PROJECT. 3993138 190073 134919
INCRZNENTAL IMCOME DUE TD PROJECT. 704893 1507846 MM
IKCHEMENTAL INVESTRENT & EIPENSES. R _
A10 INVESTMEN] & EXPENSES-GRANT .
OPERATING EIPENSES i e e, 178000 134140 85400
TECHMICAL ASSISTANCE 454000 113000 544000 -
TRAINING 19740 22600 18380
CONROCITIES 46200 i 0 0
CONTINGENCY 106780 108200 83380
T0TAL AID BRANT 826740 997940 131160
ORGANITATION INVESTREMT & EXPENSES,
0.EXPENSES MOW-COVERED DY AID 0 56540 139600
TRAINING 14000 15900 16700
EIPANSION CAPACITY 100000 220000 240000
TECHMICAL ASSISTANCE [} 0 0
CONTINGENCY 1100 35093 47993
TOTAL ORGANIIATION 131100 327533 484293
TOTAL AID/G+ORGANIL. [NVESTMENT b EIP, 57840 1325483 1315453
NET PRESZNT VALUE INCOME(121) 5520196
MET PRESENT VALUE INYSTMEMT b EXP.(]21) 2224587
RATIO BENEFIT/COST 2.526422
RATE UTILIZED TO CALCULATE rpy 0.12

NOTES:

1)TOTAL QUTPUT AIMUS PRODUCTION MARKETED THRY THE FUNDATION SELLS AT US$13.34 IN THE LOCAL MARKET. INCREASE OF THIS PRICE IN 101 PER

20T0TAL UNIT SOLD THRU THE FUNDATION W'QLESALE, PRICE GOES P FKOM US$30 In YEAR 1ST., TO USS33 1% YEMR § (SEE RELATED TARLE).

3IBEGIMNING WITH THEIK Ou PRODUCTION YEAR O, FORECAST WITHOUT FROJECT INCREMENT OF 51 PER YEAR 1M FRICE N voLUnE
S)AIB/6= AID GRANT

AW.P.aNITH PROJECT.

(STARTING PRICE US$13.34 FOR BETTER QUALITY,USS7.9 FOR LOMER OUALITY.

YEAR, DUE TO INPROVED DESIGNS ANMD KMITTING SXILLS.
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Y £ 4 & . Y E A R 5 Y E A & ‘
Nase of Orgasizatios N.MEMS. T.MEE. MARAET T.OUTPUT O/MOAKER M.KEWD. T.MEMD. MARKET  T.OUTFUT O/MOKKER N.MEND. T.MEMD. BAGKE] T.OUTPUT O/NORKER
FOTRARA 1039 4502 103351 11705 2 1381 5853 1sESel 187290 2 0 5853 148541 187290 7]
AMERINDIA 93 1704 3952 292 2 SI1 225 43180 08eh . 32 0 25 T80 708k n .
Kal-HUaS1 _ .. LS. usr B 31004 2 IS8 1550 adses 49807 2 0 . 1550 484k 49407 n J
LAS 1MILLAS 8 122 3% N 2 b1} 158 4556 5062 2 0 18 455 5062 R CoTTe
ORG. No. § 78 3 82 e 2 101 9 12303 12363 28 0 Q9 12303 12303 2%
0R. M. & - emm .. 78 . 3@ B2 812 u 104 3912303 12303 2 0 439 12303 12303 3 L
OR6. No. 7 100 390 Sk 5e50 16 105 4S5 9100 9100 0 0 55 00 9100 20
ORG. No. § 100 3¢ 5800 S400 " 105 55 9100 9100 2 0 S5 9100 S100 20
T01ALS 2090 8896 20404y 223870 25 2689 11555 3ME IsSeN 3 0 1165 324349 355l 3 ) - R
INERERSE (1) 0-31 03t 0.2 043 o1 030 030 059 059 0.2 0.00 0.0  0.00 0.00  0.00
NO.UNITS SALES LOCAL MARKET.N/P(1) 198625 1282 E{}17) T e
UNIT PKICE USS 1.7 19.53 19.5)
TOIAL INCONE LOCAL NARXET U 1117} . 510981 ost — .
KC. UNITS SALES FOREIGN MARKEL.MAZ.(2) __ _ .. . . 203045 3124349 324349
TGIAL INCOME FCREIGN MARKET 7345618 12325247 12325202 T |
BKGSS INCOME LOCAL ¥ FOREIGN MARKEUM/P. . _ __ . .. 7494063 _ 12936228 12936228 e
RINUS GROSS INCCME MITHCUD PROJECT. (3
BETTER QUALLTY-CuTPUl 4502 46827 48827
PRICE PER UMIT-BETTER GUALITY 15.44 1.2 16.21 .
LOKER QUALITY- QUTPUT 87375 133918 133918 i
PHICE PER LNIT-LGHER QUALITY 9.15 . 9.50 9.60
GUIPUT PER MORKER 15 16 1 ) T
T01AL GADSS INCOAE N1THOUT PRDJECT. 1517181 2071672 20472 .
INCREMENTAL INCOME OUE 10 PROJECT. 5176882 10858554 10858556 T
INCREMENTAL INVESIMENT & EXPENSES. _  _ i e
AID INVESTMENT & EAPEFSES-GRANT
DPERATING EIPENSES e 77 ) 0
TECKRICAL ASSISTANCE 258600 0 0 i -
TRAINING B40 0 0 I
CORMILITIES 0 0 °
CONTIKEENCY 37640 ) 0 T
TGIAL AID ERANT 308680 0 0
DRBANIZATION INVESIMENT & EXPEMSES. T
D.EIPENSES NOM-COVERED BY 41D 7780 335660 335000 i
TRAINING i 17960 11146 1740 e
EIPANSION CAPACITY 300060 365000 0
TECHMICAL ASSISTANCE 0 253000 250000
CONTINENCY ] 87879 118129 12529
TGTAL CREANIIATION 33539 1083849 75049 -
TOTAL AID/G+ORGANI2. IMVESTMENT & EXP. 939619 1083869 475049




Y E A & 7 Y E A R '
Nase of Orgamization NNEMD. T.NEMD. MARKED  T.OUTPUT O/MORKEK N.MEMD. T.MEMB. MARXET T.GUTPUT OJMORKER
FOTRRAA 0 SBS3  188SA1 161290 32 0 SBSI  1s8%61 197290 2
ANERINDIA 0 2215  &31B0  7088h 2 0 2215 4380 T0%4s n
~ KAI-HIAS] - - 0 1550 44ses 4907 n 0 150 Msts 43807 R

LES INILLAS 0 158 45 %082 n 0 I8 4556 S0a2 n
ORE. Mo, § 0 439 12303 12303 ) 0 49 12303 12303 n
ORB. No. & 0 439 12303 12303 28 0 49 12303 12303 n -
ORE. Mo, 7 0 455 9100 9100 20 0 4SS 9100 9100 2
OR5. No. 8 0 4SS 9100 9100 20 0 455 900 %100 2
TOIALS 0 11585 34349 35543t 3 0 11565 324349 35531 3
INCREASE (1) 0.00 0.60 0.00 0.00 ©0.00 000 0.00 0.00 0.00 5.00
M0.UNITS SALES LOCAL MARKET.N/P(1) 31282 3282
WY PRICE USS 19.53 19.53
TOIAL INCOME LOCAL MARKET . 410981 510981
MO. UNITS SALES FOREIGN MARKET.M/P. (2) 3240349 L3209 -
TOTAL [NCOME FORE1GH WARKET 12325247 12325247
GADSS INCOME LOCAL & FOKEIGN MARKET M/P. 12934228 12934228
NINUS BRCSS INCOME WATHOUT PROJECT. (3)
BETTER GUALITY-DUTPUT : 46027 8827
PRICE FER UNIT-VETIEK QUALITY 16.21 .21
LOWER QUELITY- QUTFUT 133918 133918
PRICE FER LNIT-LOMER QUALITY 9.60 9.40
QUTPUT FER NORVER 1 1
TOTAL GAOSS INCOME WITHOUT PROJECT. 2017672 2017672 ’
INCREMENTAL INCONE DUE TO FROJECT. 10858555 10858555
INCRENENTAL INVESTNENT & EXPEMSES. ’
AID INVESTASHT U EIPENSES-GRANT ¢

OFERATING EIPENSES - e 0 - - 0 - -

TECHMICAL ASSISTANCE 0 °

TRAINING 0 0

CONRICITIES 0 0

CONTIREENCY 0 0
TOTAL ALD GRANT 0 0
ORGANTIATION INVESTAENT & EXPENSES.

0.EIFENSES NON-COVEREG BY AID 335000 335000
- TRAINING 0 - °

EXPENSION CAPACITY 0 0

TECHNICKL ASSISTANCE 250000 250000

CONTIMGENCY 76200 70200

TOTAL OKGANITATION £55200 455200
TOTAL AID/6+0RBANIZ. INVESTMENT & EXP. 655200 £55200




810 *n37g {7-7Y)
Cur L MENT |

PROJECT DESIGN SUMMARY

LOGICAL FRAMEWORK

Prejact Title & Numbes: __Handicratt Export Development 511-0583

NARRATIVE SUMMARY

OR SUBMITTED.)

(INSTRUCTION: THIS IS AN OPTIONAL
FORM WHICH CAN SE USED AS AN AID
TO ORCANIZING DATA FOR THE PAR

REPORT. IT NEED NOT BE RETAINED

ANNEX 1
Life of Projec:

From FY_AS g PY__RN
Totol U. S. Fm ! $:3  million
Date Prepar ey

Prram or Sector Geal: The broader objective to

OBJECTIVELY VERIFIABLE INDICATORS
Measures of Goal Achievement:

MEANS OF VERIFICATION

PAGE 1

which this project contributes:

To increese the incomes of artisan
knitters and the level of non™
- traditional Bolivian exports.

Increased incomes of artisans
participating in the project.

Larger non-traditional exports.

Project evaluations.

Artisan Organization records.

Trade records

IMPORTANT ASSUMPTIONS
Assumptions fer achioving goal tergers:

A highly remurerative export market
exists for Bolivian artisan products

Artisans can be economically
motivated to increase their pro-
duction and modify designs.

Artisan oxganizations will

remunerate their artisans well and
fairly.



A1 1020 38 17-71)
SUrPLEMENT §

PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

Life of Project:
From FY 85, :

Totol U.S.F
Project Title & Number: Handicraft Export Developm~nt 511-0583 Dote Proper ,4 A
— — L PAGE 2
NARRATIVE SUMMARY O3JECUIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTANY miﬁus ge
Prejiict Purpose: Conditions that will indicate purpose hos been

To provide Bolivian knitwear
organizations with production, *
rketing and training services
which will enable them to sell to
more renunerative overseas markets.

’

achioved: End of preject stotus.

Production and Sales Targets
reached.

Artisan organizations strength-
ened,

Marketing strategies elaborated
and implemented.

Improved products designed.

Foundation records.

Aou-pﬁ-uluwnhhmh'.u'..n

That artisan organizations will be
able to procure raw materials.

Bolivian materials and artisanry
talents can be adapted to producing
for the export markets established
by the project.

Government of Bolivia export policies
will not impede penetration of
foreign markets.



PROJECT DESIGN SUMMARY

Life of Project:

10 183038 (7.71) LOGICAL FRAKEWORK From FY 83 __,
UPPLERENT | l1)’::ealpu.$ F‘
t ed;
Project Title & Number: Handicraft Export Development 511-0583 ¢ Treper PAGE 3
N NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE INDICATORS MEANS OF VERIFICATION IMPORTANT ASSUMPTIONS
Oviputs: Magritude of Outputs: Assuaptions for achieving eutputa:
1. Foundation established and _, 1. One Foundation. Quarterly implementation plans. Inputs provided in a timely manner.
functioning. :
A 2 - 5 According to marketing/ Project Manager reports and surveys. Qualified technical assistance
2. Marketing channels established. production strategy designed . available in a timely fashion.
by TA team. Periodic Evaluations .
3. Improved production systems. - Credit available from other programs,
6. 355,631 Foundation and artisan organization. for artisaq production requirements.
4. New knitwear designs. -
Training available in a timely
5. Training courses held. fashion.
6. Knitwear sold.
~¥

0B
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UPPLEMENT

Peoject Title & Numb

Handicraft Export Development

PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

511-0583

Life of Project:

From FY _BS .

Total ).S. F
ate Prepared:

lnputs:

1.
2.
O
5.

NARRATIVE SUMMARY

OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION

IMPORTANT ASSUNPTIONS

Technical Asaistance

Training ‘-
Operating Expenses Foundation
Commodities
Inflation/Contingency

Foundation/Artissn Organizations

1.

2.
3.
4.

Training

Operating Expenses Foundation
Expansion of Productive Capacity
Contingencies/Inflation

Implementation Torget (Type and Quantity)

$2,069,000
62,000
464,500
68,200
336,000

§ 64,500
471,900
88u, 000
168,065

Project Accounts

Assumptions for providing laputs:

TA contract signed.
AID tunda provided.

Y3
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countries; (d) promote the partici-
pation of wamen in the national
econamies of developing countries
and the improvement of wamen's
status; and (e) utilize and encouragc
regional cooperation by developing
countries?

FAA Sec.103, 103A, 104, 105, 106.
Does the project Iit the cxriteria
for the type of funds (functional
account) being used?
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pocr) ?

FAA Sec.110(a). W:ill the recipient
councry provice at least 25% of the
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FCUNDATION BJARD CANCDIDATES
RAME . ORGANIZATION RE COMMENDED ADDITIONAL INFORMATION
BY AND COMMENTS
Juan Marcus Interface Fotrama - Civil Engineer
(37) Computer Amerindia - Computer expert

Center

Member of a socially
sensitive family
Well known person 1in
Cochabamba

Vladimir Khek

Tommy Tannery

Fotrama and
Cochabamba
Chamber of
Industries

Owner of the largest
and most modern
tannery in Bolivia
Owner of a cocodrile
farm for the
production of skins 1in
the Chapare.

Well know businessmen
and industrialist.
Active in the American
Calvert

School of Cochabamba

.

Katherine Asbun
(36)

Kai Huasy

Professional nurse
American citizan
resident of Bolivia
Wife of the general
manager and one of the
principal owners of
the Taquifila Brewery
Active in social
prozrams

Pablo Regalsky
(32)

Centro Cultur
v Pedagégico
Portales

al Amerinadia

Civil engineer

Ixpert 1n appropiate
tecnaology

Jrganizer oI culctural
activities

1o Jocnacancba

Carmen Saravia
(40)

Amerindia
Xai Huasy

veslzner and arcist
Wifz of one of
Bolivia's petter known

oncerned

‘
l’

i well known
n Cochabamba




Treza: 2. 2350 ae Copnz- Kai Huasy = Manager of Banco de
L3¢ bambg Cochabambg agency in
. Cochabamby
= Economigt
= Active individyg] with
. 2Xperience jp the
‘ financing of artisanp
Projects
Jorge Saitis Banco de 13 Fotrama = Manager o7 Banco ae 14
(40) Unién Unidén agency ip
Cochabamb g
=~ Auditor
~ Promoter of the
"Cochabamba Garden
City" Program in wnjicp
Private industry in
the cicy undertakes
urban Ieénewal actiong
Stebarn ~acobovitg Fotrama = Merchant and
6G) "Unign" industrialisc
~ Partner of V.Khek ang
E. Happ
- Extremely effecrive
Community leader
~ EXperience during many
Years jip international
trade
Lomon Szhg Taguifa Amerindia = Export Danager of
1) Taquinga
Economist
signor G2naro Bolivian Fotramga A:cnbishop of
tra (560} Catholie Church Amerindjga Cochabampg
- Extremely
€ntrepeneurja) Person,
with Dotabple abilicy
Lo raise fypgg
~ Founder 0f the
Solivianp Catholic
Uaiversiry
Inaustriag FOTRAMS Owner of oldest
"El Cuerito" QOST prestigioys
fannery in g Paz
- Ex:remely active apd

w
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= Member o5 the Rotary
Cludb Center in La Paz
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THE CANTON BOMBO EXPERIENCE

Thii?:idix presents the background information, results and
implications of the activities carried out by USAID/Bolivia with women of

the Canton Bombo Community¥*.

Backgroung

In January 1984, the Sindicato Agrario de Mujeres Pucara Chica -
Canton Bombo, of the Dalence Province, Department of Oruro sent a letter
to USAID/Bolivia requesting assistance in the production of textile
crafts, including the provision of knitting machines, looms, operating
capital for the purchase of wool, and training in knitting and weaving.**

The request noted that the assistance to be provided would benefit
some 400 women in Canton Bombo, residing in ten different rural
communities (Punti Pata, Pata Huanuni, Kehua Huni, Pucara Grande, Pucara
Chica, Kalapaya, Bombo, Alcamariri, Vilacollo, and Villa Apacheta). All
of these communities are located from 15 to 25 kilometers north of the
Huanuni mining town. However, people in Canton Bombo are almost
exclusively involved in farming and artisanal production, both on
non-commercial basis.®%*%

* The term Canton Bombo refers to a geopolitical unit equivalent to a
county in the U.S.

**  USAID/Bolivia receives a large number of similar requests from rural

communities and peri-urban women associations throughout the country.

*%*% Even thougnh the communities are so close to the Huanuni minefields -
the most important in the country - only a handful of individuals in
Canton Bombo find work outside of their subsistence farms. This due

to the fact that in Huanuni, as in all state owned and wmanaged
sines, there are already thousands of.surplus workers, who are
emploved mostly for political reasons.



lved in the formulation of a Handicrafts Development
Projsct, livia saw the Canton Bombo request as an ideal
opportunity ain direct contacts with rural knitters and, test their
skills and learning capacities. Because of tihis, Mission staff visited
the headquarters of the Sindicato, located in the community of Bombo, in
the month of March.

The AID visitors were extremely impressed by the harsh living
conditions of people in Bombo. They lack all basic social services (e.g.
schools, hospitals, etc.) and infrastructure (e.g. electricity and
potable water). The community does not have a road connection, being
located at about 1 1/2 and 1/4 hours walking distance to the closest road
and railroad track, respectively (both of wnich link the mining towns of
Huanuni and Llallagua). Furthermore, the high altitude and rugged nature
of the mountainous landscape, the lack of irrigation and small farm
sizes; and the absence of work opportunities outside the communities, all
result in very low family income levels (estimated at about $150 per

year).

Mission visitors were also nighly impressed with the possibilities
of improving the guaiity of wknitted goods being produced by artisans in
Canton Bombo (The artisanal display arranged by the communities was first
class and demostrated a variety of items with development potenrial) and
by the organization, conesiveness, and commitment shown by the
communiries and thelir leaders,

Linkages with FOTRAMA

As a result of contacts made in the process of formulating the
Handicrafits Development Project, USAID/Bolivia had established viable
relationsnips with FOTRAMA - the largest knitters' organization in
Bolivia. It was considered that this would be the ideal entity to
provide technical assistance to the women in Canton Bombo.

Wnen presented with the possibility of providing a short course in
knitting to the Canton Bombo women, beorth rr. Gerarde Ziegenzeist and
Mrs. E. de Arispe - Director and President oI FOTRAMA, respectively -
were extremely pleased to provide their support. In tnis manner, a
two-month knitting courss was programmed to be held in the city of
Cocnhabamba during the montns of July and August 1984* for six women to be
seiected from the Canton 3ombo comaunitias. 7Tnls course was to be funded

as s Special Development Activities Zroiect.
L Y

w Tre

Tne timing oI the course was seisctec sc as to conduct it during a
perioc¢ oI inactivity in agriculiture, dSefore the pianting season in

Canton 3ombo wnlch begins in Oc
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, n selected by the Canton Bombo people, each representing
one diff -Sommunity, arrived to Cochabamba on July 6, 1984 to
initiate their course. Each of them had lgreed to teach all knitting
techniques learned in the course to ten women in their respective
communities, once they returned to Canton Bombo.

During the first week of the course the women were taugnt
fundamental techniques of camelid wool classification, wasning and
hand-spinning, and knitting. They expressed at this point that they had
never done any wool classification (except by color) nor washing.

Several classes were held to teach them about body proportions and sizes,
and the application of new knitting techniques and tools. At this point
it was evident that all the six women knew only the most simple and basic
knitting techniques, using only one kind of loop and one type o:Z

needles. However, all of them did show a remarkable capacity to learn
the new.knitting techniques and loops being taught as well as the use of
various different needles and gauges.

In this manner, the knitters began to knit sweaters which were to
be their property as gifts for completing the course. These sweaters
were the most difficult to knit. Afcter several days of hard work, the
six women completed their sweaters and all of them were extremely
impressed by the beauty of their creations. Ore of the women - Silvia
Cerrogrande, the Sindicato's President - reported later that she
presented her first sweater as a gift to ner brother, who was passing by
Cochabamba. She indicated that he did not believe that she had knit 1ic,
and rook it with him thinking that she nad robped i1t. Another woman
expressed: "I couldn't believe my hands could create sucn a beautiful

thing."

The remaining weeks were deveted to knitting different sizes and
models of sweaters, using natural colored yarns. At the end of the two
month course, the women had each knit between & to 8 high quality
sweaters, which FOTRAMA retzined for export.* Tne women were paid $1 to
$1.50 for each completed sweater between; so that they returnac nome with
some $8 to $§ 10 in cash, which represented an unexpect2d 1ncode 1a a
period of agricultural inactivity.

* Two handicrafts markecing exper:zs - members of the Creative
Associates Consulcing zeam that assistec in the intensive review
period of tne Hancicrafts Development Project - that were invited to
the Act of graduafion and display of the sweaters knit in the
course, were asked by USAID/Bolivia Mission Director if these
garments wouid sell in the U.S. Both experts responded
affirmatively.



Juring the course, the women were taken on Inree occasions Lo rural
vicipity of Cochabamba to visit FOTRAMA work ceniers, lalid

areas in ,

with prod o lsaders, and learn about the entity's organization. Much
attentiom Placed in having them understand the importance of quality
conptrol wly delivery of orders. As a result of these visits, the

Canton Bombo women became determined to organize in their comsunities
work unirs along the organizational model established by FOTRAMA.

After the Course

The course was completed on August 31, 1984. All of the women were
happy to have completed the course and learned a variety of knitting
techniques. They indicated that it was the first time that the people
from Canton Bombo had received a positive help from anybody.

Then came the need to establish a mechanism for allowing the women
to continue practicing and improving their knitting skills. The danger
was that if left alone the women would stop knitting and would gradually
revert to their traditional techniques. Fortunately, the FOTRAMA
managers were most cooperative and indicated that they would provide them
with 15 Kgs. of alpaca yarn to knit 30 sweaters which they would buy when
completed. 1In this manner, a link with Fotrama was established and the
women returned to their communities with new skills, yarn, and a quanrity
of sweaters to knit.

Tne Mission is planning to sponsor a one-month knitting course to be
held in the Bombo Community, in which 30 additional women will be
trained. FOTRAMA is also extremely interested in cooperating with AID to
carry out this activity, having already assigned two teachers to direct
the course. This because FOTRAMA nhas indicated its willingness in
establishing a work center in Canton Bombo.

Conclusions

The Canton Bombo experience provides several important lessons that
reinforce the production and marketing strategy being adopred under tnis
project to benefit Bolivian knitters. These lessons are:

- Poor rural women have a remarkable desire to learn new knitting
techniques and to perform remunerative work during siack work
periods .

~ These women, even though they currentlv knit in a rudimentary way,
have the capacity to learn new Knitting t=cnnigues Tapidly and snow
no difficulty in adapting to frequenctly cnanging knitwear styles and
designs. .

, and the other leading artisan crganization in zhe project

arned show a desire o 2xpanc ané nave tne institutional
trein large numbers of knitters, if sufficiently ample

sweaters ere2 generaced.
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