
I 

EVALUATION SUMMARY P ~ R T I  . , "., .L. 

*.. ,!v 
(BEFORE FILLING OUT THIS FORM, Rf3D  THE ATTACHED INSTRUCTIONS) 

. -- 
A. REPORTING A1.D. UNIT: 6. WAS EVALUATION SCIIEDULEO IN C. EVALUATION TIMING 

CURRENT I;Y ANNUAL EVALUATION PLAN? 
IJSA'I'l)/HoR .i v:i i l  I n to r ima  final an post othcr U 
(Micsion or AID/W al ico)  yo0 n!'ppod m a d  hoc 

(ESU 1 Eval. Plan Submlcolon ilalo: FY - Q - 
D. ACTlVlN OR A(; FlVlTlES EVALUATED (Uat tfie following lnlormnUan for prolscl(r) or progrem(8) mmluatod; 

If not appllcablo, l l r t  UUe and data of the svnluallon report) 

Project # Pro~oc;t/Progra~n T lllo Firct PROAG Most Plannod Amount 
(or titlo & dato of or' aqulvalont recent LOP 0 t ) l i ~ a t c d  
uvaluation report) (fv PAC'D Cost to Daic! 

I ' r i v a t c  S c c t o r  I o w  Cos t  Sl ic l . tc r  (molvr) ('00) ('000) 

5 1.1. - 0 5 6 '7 1~valuat ; : ion o f '  Y'cchriJ.ca1. 9/t j /83 ')/30/83$:1 ,650  $:I. ,/I 5( 
/ L S S : ~ . S ~ ; R ~ I C C  Crnnl: 

E. ACTION DECISIONS APPROVED BY MISSION OR AID/W OFFICE DIRECTOR 

Action(s) Rsqulrsd 

L .  I ieprogran~ t h e  l e v e l  o f  e f f o r t  of t h e  a r c a s  of tccl l-  
n i c a l  a s s i s t a n c e  f o r  n a t i o n a l .  hous ing  pol - icy ,  CACII:N 
and f o r  t h e  s&L1s, (See  At tac lmen t  I . )  

!. Anlend g r a n t  t o  p r o v i d e  a d d i  t i o n n l  US$200,000 t o  
b r i n g  t o t a l  t o  a u t h o r i z e d  amount o f  US$l,G50,000 

3 .  S u b ~ i l i s s i o n  by t h e  implement ing agency o f  p r o j e c t  
documenta t ion  and s u p p o r t i n g  e v i d e n c e  t o  s u b s t a n t i a t  
t h e  in -k ind  l o c a l  c o u n t e r p a r t  c o n t r i b u t i o n  

Nan:e of offiwr 
mylondble for 

k t i o n  

Dino S i e r v o  

r .  

CACEN 

Date h t i on  
to be 

Completed 

(Anach extra sheet if necessary) 

F. DATE OF MISSION OR AID/W OFFICE REVIEW OF EVALUATION: m o l  d a a  yr& I 
G. APPROVALS OF EVALUATION SUMMARY AND ACTION DECISIONS: ; I 



tt. EVALUATION ABSTRACT (do not exceed the apmce prwlded) 

I r o t  ir: I o r c v i  1 a 1  i z c  I hrl S a v i r q s  and T r n r ~  Syst Pm i n  
t o ~:I-rr~)qt  h r n  i I::; c--ap;rci t v 1.0 p r o v i d c  low-tr>nl dic.1 1-cr r j  n ~ ~ n c i  nq. 

rr?vi c.w of' p r o j e c t  c l l o c l r i m m t s ;  1 p i  sj. t.s to thc! impl.ernent:inq nqcncy,  tl-ic Mini ? t r y  
of 11rIt711 f i f f a i  r5, nnrl tm of t h e  S a v i n q s  F, Tam o f f i c e s  i n  Tr7 ?az; t ~ n d  
i n t c r v i m w  wi t:h pro jcct p-vsonncl , F I ~ J  t h e  lonq-term advi sor f ran t h e  
m n s u l t i  ng f i  rrn w r k i n q  wj. t..h rAPlT7 .  Thc p r i n c i p a l .  purpse of t h e  e v a  l  ition ion 
was to s t  t h ~ ?  Miss ion  to assess the? a c l ~ i e v m e n t s  oc t h e  t e c h n i c a l .  
assis tanct-: qrant .  ccsmpncnt to rln t:c, and to makc recmmcnrln t i o n r ,  f o r  f u t u r e  
n c t i v i  t i c s  and ~rrlp\asr?s. 7 ? 7 ~  mnior f i n d i n a s  and m n c l . u s i o n s  a r e :  

flip main l e s s o n  I c a r n ~ d  wns t h a t  t r echn ica l  a s s i s t a n c e  clan rmkc a  r'li f f e r e n c c .  
T e c h n i c a l  assistance, when m h i n m l  w i t h  a minim21 a m l ~ n t  of finnncia.1. 
a s s i s t a n r _ ' ~ ,  i n  t h i s  i n s t a n c ~  t h e  PT,-.Wr) funrls ,  did e n s u r e  t h e  s u r v i v a l  of a 
l < ~ ) r  f i  n a n c < a l  s j rs ton,  n ~jstem which I assisted t h t ~ s n n l h  o f  b l . i v i a n  
f - t r n i 1 . i ~ ~  to improvr  t h e j r  s h ~ l t e r  cond i t io r? .  On t h e  other hand ,  t h e  ,%TI 
svste~n may I-.. too r i e p n d m t  o n  ~JSf i1D. -  S e l f - s r l f f i c i e w y  and 
s e l f - s ~ i s t a i  nai-,t l i  t y  o f t h c  sys tem s1-1oril.d h k c v  oh'jccti vc  o v c r  t h e  nex t  few 
yen r s 

Thc p r o j ~ r t  nil(-ptlt? a r c ,  i n  qcncr ,? l ,  k i n q  m p t  i n  s p j  tc of t h e  fact that most 
o f  t h c  rirorjcrt invi1t.s have  not: m a t c r i a l ~ z e d .  17ic number of she1  ter r e l a t e d  
s o l . u t i o n s ,  as c o n t e m p l a t d  i n  the project P n w r ,  h a v e  not k e n  prduced d u e  to 
t h e  1 o f  funrls, a1 t)7C)uyih s u n e  m.l .ut ions h a v e  k e n  p r o v i d e d  w i t h  
f l n a n z i n q  from o t h e r  s o u r c e s ,  p r i n c i p ~ l . l y  PL-dPO ftinrls. 

" r a i n i n q  i s  the other aspct  of: t k  q r a n t  m m p n ~ n t  t h a t  was r e l e v a n t  for t h e  
FdT, System. From a qwili. t a t i v c ~ !  s t an?po i  n t ,  t h e  t r a i n i n s  a c t i v i . t i e s  h a v e  k e n  
e f f w t i v e  i n  e n k n c i n q  t h e  ChT, p r s o n n e l  i n  h o u s i n g  p r o i m t s  mcthds, as  :wl l. 
as  a d m i n i s t r a t i v e  and hnnkinq o r x r a t i o n s .  

Al.so, t.he t e c 3 n i c a l .  a s s i s t a n c p  was e s s ~ n t i a l  i n  c o n v i n c j n q  t h e  GOB tcr t a k e  
c r u c i a l  steps iwhich permittct-7 t h e  S T ,  Systrm to remain s o l v e n t .  

I I. EVALUATION COSTS 

I !. Evaluation Team 

2. Mission/Office Professional 
Staff Person-Days (estimate) 3 

R 
8 

3. Borrower/Grantee Professional 
Staff Perwn-Days (estimate) 4 

Name Affiliation Contract Number Contract Cost Source of 

D a n i e l  S .  - D e l o ' i t t e .  H a s k i n s  TDYPdmnh~s 
TOY Cost (US) Funds 

C o 1 ernan + S e l l i  OTR-0000-1- 
1-3-6103-00 $18,Oon S d A  PS&I 

R a u l  Lacay0  D e l o i t t e  H a s k i n s  
+ S e l l s  D e l i v e r y  OFder 

#13 
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A.I.D. EVALUATION SUMMARY PART I I  

J. SUMMARY OF EVALUATION FINDINGS, CONCLUSIONS AND RECOMMENDATIONS (Try ~ o t  b excad the 3 pager prodded) 
Addrerr the followtng bma:  

\ 

Purpow of acUvlty(les) d u a t e d  Rlndpal racommendationo 
Purpose of evaluation and Mcthodolcgy used Laowns learned 
Findings m d  conclvoions (relata to querlions) 

Mission or Office: -1 I V I  n 
. . Date this summary prepared: _Februnr v 2 9 . 1 988 

Title md ~ a t e o f ~ ~ l l E ~ ~ ~ ~ ~ ~ p ~ ~ :  E v a l u a t i o n  of Teclini.ca1. hssi.stance u n d e r  Project:  #!j].l- 

0567, February ,  1988. 
The pr incipal .  p u r p s e  of  t h i s  eva lua t ion  is to a s s i s t  t h e  Mission to a s s e s s  
t h e  achievements o f  t h e  technj.ca1 a s s i s t a n c e  g ran t  component to  d a t e ,  and to 
make recmmenr7ations f o r  f u t u r e  a c t i v i t i e s  and emphases. The evaluat ion  was 
c a ? r i d  o u t  over a two-week per iod ,  from January 25 to F e h n r a ~  5 ,  l ?RR,  hy 
two consul.tants from D e l o i t t e  Yaskins & Sells. 

The t echn ica l  a s s i s t a n c e  compnent  o f  t h e  T.m C o s t  S h e l t e r  through t h e  P r i v a t e  
Sector P r o i e c t  k q a n  i n  September, 1984, and cont inues  to t h e  present  da te .  
I t  is ~ x & t e d  t O ' ' t ~ ?  compl.&ed in-  January, 33W, al-though t h e  project. i t s e l f  
will. cont inue  to  the end of  FY n9. The o r i a i i l a l .  c o n t r a c t o r  was t h e  U n i t d  
S t a t e s  League ([I!%), however, t h e  p r o j e c t  was e x t 8 n d d  i n  1386, and PI-anninq 
and R?velopment C o l l c ? b r a t i v e  In ternat ional . ,  Inc.  (PATXIO), was awarrld the new 
con t rac t .  rlow~ver, the lonq-term a r lv imr  and most of  t h e  short-term ac3visors 
continucul to \m-k on t h e  proiect reqa rd less  of  t h e  holder  of  t h e  con t rac t .  

The p 1  of  t h e  p r o j e c t  is to imnrove t h e  s h e l t e r  condi t ions  of P o l i v i a ' s  l o w  
income farnilic-.~, while t h e  purpcse is -- to expand t h e  p r i v a t e  sector's capac i ty  
to arjdr3ss t h e s h e l  t e r - re l a t ed  needs of  t h e s e  farnil ies. The q ~ a l  and purlmse 
have remained unchanqed even thourJ11 t h e  project was extended a s  a r e s u l t  of 
Amendment Vo. I, dated ;rulv 29, 1W6. 

The project contemplated a housinq quarantv  loan of  $15 mi l l ion ,  p lus  q r a n t  
funds f o r  t echn ica l  a s s i s t a n c e  and t r a i n i n a  of  $1.6'7 mi l l ion ,  o f  which 
$550,000 was authorized i n  the o r i q i n a l  P r o j e c t  P a p r  and t h e  remainder i n  
Amenifment No. 1. The S&T,'s w u l d  f inance  30% of t h e  cost of  each loan,  g iv inq  
a n  a d d i t i o n a l  $3.75 m i l l i o n  i n  l o c a l  funds, and t h e  GOR woi~ld c o n t r i b u t e  
$dC),000 to  Wational S t a t j s t i c s  I n s t i t u t e  (INE) to c a r r y  o u t  c e r t a i n  i n m e  
surveys. To d a t e ,  only. the g r a n t  funds for T.A. have k e n  disbursed.  
Therefore, most of t h e  d e s i q n a t d  p r o j t x t  i n w t s  have not mater ia l ized ,  
Addit ional  inpu t s  have heen made a v a i l a b l e ,  s p e c i f i c a l l y  a disbursement o f  
$3.5 m i l l i o n  i n  PGA80 funds and $2.35 mil l ion  i n  a USAID water and s a n i t a t i o n  
loan and g ran t ,  o f  which a l r ~ u t  ?5X h a s  been disburseil. 

me p r o j e c t  o u t p l t s  are, i n  f fenera l ,  be ing m e t  i n  s p i t e  o f  t h e  fact t h a t  most 
of  t h e  p r o j e c t  i r ~ p u t s  have n o t  mater ia l ized .  The number o f  s h e l t e r  r e l a t e d  
so lu t ions ,  a s  mntemplated i n  t h e  PP, have no t  been produced due to t h e  l ack  
o f  K; funds, althouqh some s o l u t i o n s  have been provided with f inancinq frcm 
o t h e r  sources,  p r i n c i ,  al1.y Ptr4PO funds. The S&T.s market share of savi 'ws  did  
not reach t h e  68; t a r q e t  as c f  Pecember 87, nor is INF: a b l e  to provide family 
incan3 da ta .  On t h e  otber hand, t h e  remaining s i x  ~ u t p u t s  have been 
e s s e n t i a l l y  a c h i e v d .  
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The consensus wi th in  the  Flj ni . s t ry  of  ~ l r h m  A f  fili r s ,  whidi represcntg  t h e  GOD; 
rACEN, which t e F l . m t s  not on ly  its own i n t e r e s t s ,  hu t  a1 .m the  p a r t i c u l a r  
thinltinq of  the smal ler  F&Is and t h e  two  r;&T.,'s i n  TA Paz, which r e ? l c c t  t h e  
opinion and ideas  of some of t h e  l a r q e r  S&I',''S, is that. t h e  T.A. was essent ia l .  
i n  convincing t h e  G0I3 to t;ke crucial .  steps which permit ted t h e  system to 
remain sol.vent. Tn add i t ion ,  t h e  T.R. was e f f e c t i v e  i n  corvincing USAID t h a t  
t h a t  S&TI system, i n  its mst d i r e c t  needs, was worth saving.  This  r e s u l t &  
i n  lJSATD providinq PL,-WW bans to t h e  .system to ccxnpnsate for t h e  de lay  i n  
- funclinc~ f o r  s h e l t e r  p n r p s e s ,  and to a s s i s t  CACFN to cover its 
administ.rative mst.s a t  a time when CACFTlwas rece iv ing no f e e  i n m e .  

The T.A. was a l so  very useful  to r.'ACII;JV i n  f i . l l . inq the qap i n  s t a f f  r e s u l t i n g  
Frm t h e  reduction i n  force.  While t h i s  war not t h e  i n t e n t  o f  t h e  TJ., 
circumstances ru led  otherwise. The role of t h e  long-term adv i so r  was 
p a r t i c u l a r l y  u s e f u l  i n  a quas i -opera t ional  role, al though,  a s  w i l l  he 
discussed l a t e r  , h i s  ro1.e a s  t ec lmica l  adv i so r  may beAclirected f o r  t h e  
remainder o f  t h e  con t rac t .  w 

The short-term advisory  s e r v i c e s  covered a wide spct.rurn o f  se rv ices ,  and as 
might be e x p c t e d ,  t h e  e f fec t iveness  o f  t h e i r  s e r v i c e s  was mixed al though 
o v e r a l l  q u i t e  good. I n  s e v e r a l  a r e a s ,  t h e  ?.A. 'ms no t  on ly  use fu l ,  but 
h i g h l v  apprecia ted  by a l l .  t h e  r e c i p i e n t s  - t h e  T.A. i n  information systems was 
one a r e a  t h a t  f i t s  the  category.  Conversely, only  one S&I, h a s  adopted t h e  
recommendation mrk i.n t h s  a rea  of  personnel management, i n d i c a t i w  t h a t  
perhaps t h a t  a r e a  of T . A .  was less e f f e c t i v e .  However, t h e  D-l&S consu l t an t s  

. : b e l i e v e  t h a t  both t h e  short-term and t h e  long-term T.A. was u s e f u l  a d  
e f f e c t i v e ,  al though,  a s  w i l l  he seen lzter,  they,make reccmmendations f o r  a 
more e f f e c t i v e  use  of  t h e  T.n. f o r  t h e  one year  r e m i n i m !  i n  the con t rac t .  

The main lesson ].earn& is t h a t  technics!. a s s i s t a n c e  can make a d i f f e r e n c e ,  
Techn iml  a s s i s t a n c e ,  when combined with a minimal amount o f  f i n a n c i a l  
a s s i s t a n c e ,  i n  t h i s  ins t ance  t h e  PTd80 funds, d i d  ensure  t h e  s u r v i v a l  of a 
lcev f i n a n c i a l  ,system, a system whic'h h a s  a s s i s t e d  thousands of  Rolivian 
fami l i e s  to imwrove t h e i r  s h e l t e r  c c d i t i o n .  On t h e  o t h e r  hand, t h e  S&JJ 
.system may be too dependent on USATD. ,Self-sufficiency and 
se l f - sus ta inab i I . i ty  of t h e  system should be a key o b j e c t i v e  over  t h e  next few 
vears .  

The p r i n c i p a l  i s s u e s  fac ing t h e  system now are :  

a )  The need to  continue t h e  p r o q r e s s i w  GO9 housing p l . i c y .  

b) The role of CAclDl within t h e  system. 

c) 1r;lprovment of  r e l a t i o n s  hetween (3ACEX and sme of  t h e  a s soc ia t ions .  

d )  The f i n a n c i a l  v i a b i l i t y  of the smaller assoc ia t ions .  

e) .Self-sufficiency of t h e  S T ,  system. 
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I 1 
ATD sho111.d Emus the tcclinicn.;. a c s i s t a n c s  i n p u t s  to hclpi.nq t h e  system r e s o l v e  
t h e s e  i .ssues .  Acmrd inq ly ,  T.A. should  he d i rec tm' l  1:o t h e  GOR i n  t h e  a r e a  o f  
s h e l t e r  nol.icv, to CACm i.n i n s t i . t u t i a m 3  str .enqthene~4 am3 to t h e  a s s o c i a t i o n s  
i n  f i n a n c i a l  management. ""f 

1 
The long-term a d v i s o r  shou1.d redirect h i s  e f f o r t s  to a s s i s t l n g  t h e  
a s s o c i a t i o n s  i n  improviny F inanc i a l  management, ancl s p c i f  i c a l l y  assistlng t h e  
smaller a s s o c i a t i o n s  i n  a t t a i n i n q  f i n a n c i a l  v iah i1 i t .y .  I n  a d d i t i o n ,  he . c h u l d  
d c d i c n t e  a part, of h i s  time to aclvisinq t h e  GOR and t h e  Min i s t ry  i n  r , h e l t e r  
p 1 i . q .  

The 'short-term T.A. should  hc focused i n  t h e  fol.lowinq a r ea s :  I 
- Ass i s t ance  to t h e  GOR to c u n t i n u e  t h e  deve lopnent  and implementation o f  a 

n a t i o n a l  hous ing  s t r a t e q y ,  wtlicl? is or ien t& toward t h e  p r i v a t e  sector and 
whj ch a2 loca tes re,coirces to por  farni lies ,, 

- Assis tance  to t h e  Na t iona l  Housing Fund (FCX\WJ,) and t h e  S o c i a l  Housincj 
I n s t i t u t e  I S )  i n  the d e v e l o p e n t  of p rc ikdu re s ,  r q ~ l a t i o n s  and 
s t anda rds ,  p e r m i t t i n q  t h o s e  i n s t i t u t i o n s  to meet t h e i r  o b j e c t i v e s  of 
provid inq  l o w  inccme shelter r;ol.utions f o r  a l l  needy f a m i l i e s .  

- Assis tance  to clACF%J i n  its e f f o r t s  :.o heme t h e  S&TJ system r e g u l a t o r y  
# .  aqency o n  beha l f  o f  t h e  ~upe r in t en : i e rky  o f  Banks. 

- Ass i s t ance  to CXIW i n  r eo ruan iz ing  its ,rhanaqer.ial  s t r u c t u r e  and 
ope ra t i ons  to r e f l e c t  its e x p n d d  role as t h e  r e g u l a t o r y  agency and t h e  
expected growth i n  o p e r a t i o n s  and leve l .  o f  s e r v i c e s  to t h e  system. 

- Ass i s t ance  to t h e  sm3 ler S&I.,'s to  h e l p  them a t t a i n  a l e v e l  o f  f i n a n c i a l  
v i a b i l i t y ,  or, i n  the u n l i k e l y  even t  sueh a t t a i n m e n t  is im~ss ib l e  f o r  a l l  
the S&L1s, to  assist. i n  the o r d e r l y  c l o s i n g  u n p r o f i t a b l e  S&L1s. 

- ~ s s i s t a n c &  to al.1 the S&L's  to improve f i n a n c i a l  management. Such areas 
w i l l  i nc lude  impl.ementatior7 of t h e  new a c m u n t i n q  system arKj t h e  c h a r t  of 
accounts ,  asset/] i a b i l i t y  management, i n t e r n a l .  c o n t r o l  and s u p r v i s i o n ,  
and m n t i n u e d  improvement i n  manasanent informa t i o n  systems. 

T ra in inq  a c t i v i t i e s  o v e r  t h e  next  y e a r  should  camplernent t h e  sugqes t e3  T .A .  
i n - w t s .  T ra in ing  should  be f m ~ s d  on a p r t i c i p n t  t r a i n i n g  f o r  M)WI and 
JVS s t a f f ,  cont inued  t r a i n i n g  i n  f i n a n c i a l  r e p o r t i n g  and account inq ,  
a s s e t / l i a h i  l i t v  manaqcment, p o r t f o l i o  management, arvl a u d i t i n g  to meet 
.Superintendency of  hanks requirements .  



SUBJEXII': Revision of T&nical Asoistaklce oompc#lent of the Lr>w Cost 
Shelter through the Pr imte  Sector Project (511-0567) 

P A R J ! I C F P ~ :  Dim S k v ,  PS 
F'emando lbrres,  PS 
Ju l ie  Ot te rk in ,  RHUDO 
Wardo Fuentes, RIWDO 
Fbbert Boni, PADCO 

me purpose of the meeting s to re"iew and agree upcn the 
ac t iv i t i e s  to be funded with the remaining Eunds of the technicnl 
assistance grant (511-0567; i n  l ight  of the reocmmendations of the 
Project 's evaluation (Deloitte, Haskirs+Sells, February, l988), and other 
needs hi& have been identified in. the sector. 

-re are seven oost canpments i n  the g;rant program, the techniaal 
assistance canpx>nent (PAMX) contract) being the largest. Approximately 
$211,000 remains to Ize spent uder that canpcxlent for  short-term 
tedmical  assistance, and an estimated $llti2,000 remain to be disbursed 
against the oontract of the Long-term advimr. The other s i x  aanponents 
were also reviewed, and adjustments i n  funding *re made according to 
expected needs. (See Annex. ) 

The previously c i ted  evaluation reoammended that &out  10 percent of 
+-he funds remaining ior ~brt-term ac t iv i t i es  should be allooated to the 
GOB'S na t iwdl  houaing policy i n i 5 a t i v e  and the rest divided about half 
anl half between CAClEN and tlz Savings ,ud Ism Associations for 
technical a-sistance related to portfol io managernent and financial 
viability. Follawing those recanneradatiotls, a general breakdown of fiuds 
would be as folows: 

TA related to the National Housing Policy - $21,000 (10%) 
TB for  ClCIW - $95,000 (45%) 
TA for  S3,s - $95,000 (45%) 

%e actidties which have been identified, to date, and es t imted  
budgets, are detailed below. 
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I. National Housinq Policy ($21,000) 

a. -EOJVI-WWW 'I'ed7nical Cooperation Program: Two )E"ONVI officials 
will spend two  week^ in Caracas to learn E4iNAP systems, and two RANAP 
officials will spend three weeks in Ea Pax helping W I  to establish 
operating systems. 

No stipends are required. Per diem and air fare have been tcdgeted, 
as wll as 8% PALXXI fixed cnst. Est. Ekdget $9,000 

11. Techioal Assistance to CXEN: ($95,000) 

a. Cevelapment of CACII3's slxpcrvisory/regulatory role: This TA will 
create the capacity withf n CPI3EN for f imncial regulation of the System 
whi& would allow it to have access to lines of credit such as FONVI. An 
estimated 70 person days are pmgrmed. Budget estimates include 
stipends, 15% PA13CO consultant fee, three round trips to La Paz, per 
diem, and 8% fixed rate costs. Est. Budget $32,000 

b. Management Audit of CACEN: This audit. will review the roles and 
responsibilities CPlCElJ has in addition to the regulatory one, to 
determine if there are contraclicticms and inoanpatibilities. 
AFproximtely the same level of effart i s  envisioned as for the previous 
activity. Est. l3udget $32,000 

c. Dewlopent of Information System: This TA is ainted primarily 
at CKIN's monitoring and planning system, although sane time will be 
devoted to reviewing the status of information qstenrs in the mW.ls, 
and about 3 person days to providing FWVI with recammaations cfi its 
information system and hardware requirements. An estimated 38 days (two 
trips) have been programmed for this activity. Ekt. Wjet $19,G00 

d. Review of the System's Potential for Insurance Services: This 
activity is to explore the possibilities for offering services which are 
not .currently being provided by the financial system. Ten person days 
are estimated for this activity.. Est. Budget $5,500 

If I. Technical Assistance to the Savings and bans ($95,000) 

a. TA on Lmn Processing and Control of Deliqaencies: This activity 
will be to prepare and deliver a training cause on credit analysis and 
methods t~ control arrears to S&L officials, and to provide follow up TA 



to the individual associ.ati.ons. A t n u t  40 pexmn days and three round 
trips are included in the budget. mt. rhdget $20,500 

h. TA on Qvings Whization: This activity is aimed at identifying 
sumssful marketing strategies w h i c h  have been adopted by associations, 
using those experiences as the basis for a system-wide seminar an savings 
mobilizatlm, am3 providing follow-up to indivi.dua1 associations on their 
marketing strategy. This activity mntempl.ated 45 person days and t w  
round trips. Est. budget $23,500 

c. Seminar on Hane Impmwment T i n s :  The prpose of this activity 
is to address the questim of to provide hune improvement loans on a 
massive sale. It will look into issues such as the use of solidarity 
group guaranties. Absut 10 per.son days are prayed:&, for spkers or 
the preparation of discussion papers. Est. budget $6,600 

d. Seminar on low Cost Water Projectc: .-This activity is aimed at 
diseminating the experiences of associations with the PRE water project 
(511-0582) and to analyze how projects can be initiated to be financed 
under the HG Program. Abut the same level of effort is projected as for 
c. Est. budget $6,600 

e. Srminar on the penetration of Law Cost Markets: This activity 
will look at both lending and savings in ,Am inazme areas, identify 
innovative techniques and market characteristics. About the same level 
of effort is projected as for c. Est. budget $6,600 

f. Techniaal Assistance to establishing S&L operations in El Alto: 
This activity is aimed at helping an existing association (La Paz or La 
Primera) to establish an active branch office in El Alto, or to es+nblish 
a new association to serve the area. Specific activities have yet to be 
defined, hut an approximate level of effort of 40 person days is 
projected. 

g. Unprogrammed funds $10,700 

cc: Francis Conway, RHUDO/SA 
Lee Baker, PAD03 
Ernesto Wende, C K E 3  
kese Moyers, PS 
Participants 
File ; ' 

1738n 



1. 'ikcihnical Assistance Capnent   PA DO^))^ Activities have been 
budgeted for all avai Jable funds except an estimated $29,000. 

2. Training: Bn estimated $8,000 was available-.under this oanpnent and 
approximately $ 2 6 , ~  was transferred f rum ca~lpohent 3 (cuwdi ties), for 
a new total of $34,000. 

3. Camnodities: Abaut $31,000 was available under this ccmponent. Of 
that, $5,000 was earmarked for ocanputer equipment, and the rest ($26,000) 
was transferred to the training cmpjnent. 

5. Hcuuing Policy and Stdes: The remaining dunds (about $3,000) were 
earmarked for an extension of the housing policy advisor's axtract 
(Traverse) . This contract m l d  be extended for 6 ~onths, with 3 person 
months of funding. 

6. Evaluatia! ard Audit: The remaining fun%, about $25,000, were left 
in this category for the pmgram'a final evaluation. 

7. Contingencies: The available funds ($3,000) were left for 
adminstrative support of the program, 
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F)OSCUTTVE SUMMARY 

Tho principal purpose of this evaluation is t.o assist. t.hu Mission Lo 
i~s:;oss tho achievements of the technical a:isist.anco rjrant-. component to 
clato, and to make recommendations for future aclivities and emphnsos. 
Tho evaluation was carried out over a two-wook period, beginning tho last. 
week of January, 1988, by two consultants from Doloitte Haskins & Sells. 

The technical assistance component of the L _ ~ _ w ~ . ~ ~ ~ . t - ~ h ~ ~ & - ~ g ~ ~ f h _ $ o y . g h  
.tt&e.--Private .-for Pr0iec.C began in September, 1984, and continues to the 
present date. It is expecte9 to be completed in January, 1989, although 
the project itself will continuo to the end of FY 89. The original 
contractor was the United States League (USL), however, tho project was 
extended in 1984, and PADCO was awarded the new contract. However, the 
long-term advisor and most of the short-term advisors continued to work 
on the project regardless of the holder of the contract. 

The goal of the project is go imvrove the shelter conditions of 
Bolivia's low income families, while the purpose is to exva~d the private 
sector's capacity to address the shelter-relbteL..naeds of the= 
fa~nilies. The goal and purpose have remained unchanged even though the - 
project was extended as a result of Amendment No. 1. 

The project. contemplated a housing guaranty loan of $15 million, 
plus grant funds for technical assistance and training of $1.65 million, 
of which $550,000 was authorized in the original Project Paper and the 
remainder in Amendment No. 1. The S&L's would finance 20% of the cost of 
each loan, giving an additional $3.75 million in local funds, and the GOB 
would contribute $40,000 to INE to carry out certain income surveys. To 
date, only the grant funds for T.A. have been disbursed. Therefore, most 
of the designated project inputs have not materialized. Additional 
inputs have been made available, specifically a disbursement of 
$3.5 million in PL 480 funds and $2.25 million in a USAID water and 
sanitation loan and grant, of which about 25% has been disbursed. 

The project outputs are, in general, being met in spite of the fact 
that most of the project inputs have not materialized. The number of 
shelter related solutions, as contemplated in the PP, have not been 
produced due to the lack of KG funds, although some solutions have been 
provided with financing from other sources, principally PL 480 funds. 
The S&Ls market share of savings did not reach the 6% target as of 
December 87, nor is INE able to provide family income data. On the other 
hand, the remaining six outputs have been essentially achieved. 

The consensus within the Ministry of Urban Affairs, which represents 
the GOB; CACEN, which reflects not only its own interests, but also the 
particular thinking of the smaller S&Ls; and the two S&L's in La Paz, 
which reflect the opinion and ideas of some of the larger S&L's, is that 
the T.A. was essential in convincing the GOB to take crucial steps which 
permitted the system to remain solvent. In addition, the T.A. was 



effective in convincing UGAXD that the S&L systom, in its most dire 
needs, W R ~  worth saving. This rel~ulted in USAID providing PI, 480 loans 
to the system to compensate for the delay in HG funding for shelter 
purposes, and to ansist CACEN to cover its administret:ive costa at a time 
when CACEN was receiving no fee income. 

The T.A. was also very useful to CACEN in filling the gap in staff 
resulting from thc reduction in force. While this was not the intent of 
the T.A., circumstances ruled otherwise, The role of the long-term 
advisor was particularly useful in a quasi-operational role, although, a8 
will be discussed later, his role as technical advisor may be directed 
for the remainder of the contract. 

The short-term advisory services covered a wide spectrum of 
services, and as might be expected, the effectiveness of their services 
was mixed although overall quite good. In several areas, the T.A. was 
not only useful, but highly appreciated by all the recipients - the T.A. 
in information systems was one area that fits the category. Conversely, 
only one S&L has adopted the recommendation made in the area of personnel 
management, indicating that perhaps that are of T.A. was less effective. 
However, the DH&S consultants believe that both the short-term and the 
long-term T.A. was useful and effective, although, aa will be seen later, 
they mzke recommendations for a more effective use of the T.A. for the 
one year remaining in the contract. 

The main lesson learned is that technical assistance can make a 
difference. Technical assistance, when combined with a minimal amount of 
financial assistance, in this instance the PL 480 funds, did ensure the 
survival of a key financial system, a system which has assisted thousands 
of Bolivian families to improve their shelter condition. On the other 
hand, the S&L system may be too dependent on USAID. Self-sufficiency and 
self-sustainability of the system should be a key objective over the next 
few years. 

The principal issues facing the system now are: 

a) The need to continue the progressive GOB housing policy 

b) The role of CACEN within the system 

c) Improvement of relations between CACEN and some of the 
associations 

d) The financial viability of the smaller associations 

e) Self-sufficiency of the S&L system. 



AID should focus the technical assistance inputs to helpiz~g the 
system rosolve these issues, Accordingly, T.A. should be directed to tho 
GOB in the area of shelter policy, to CACEN in inst.itutiona1 strengthened 
and to the associations in financial management. 

The long-term advisor should rediroct his efforts to assisting the 
associations in improving financial management, and specifically 

a assisting the smaller associations in attaining fincnail viability. In 
addition kie should dedicate a part of his time to advising the GOB and 
the Ministry in ~helter policy. 

The short-term T.A. should be focused in the following areas: 

- Assistance to the GOB to continue the development anu 
implementation of a national housing strategy, which is oriented 
toward t.he private sector and which allocates resources to poor 
families. 

- Assistance to FONVI and IVS in the deve;opment of procedures, 
regulations and standards, permitting those institutions to meet 
their objectives of providing low income shelter solutions for 
all needy families. 

- Assistsnce to CACEN in its efforts to become the S&L system 
regulatory agency on behalf of the Superintendency of Banks. 

- :.ssistance to CACEN in reorganizing its managerial structure and 
operations to reflect its expanded role as the regulatory agency 
and the expected yroxth in operations and level of services to 
the system. 

- Asssistance to the smaller S&L8s to help them attain a level of 
financial viability, or, in the unlikely event such attainment 
is impossible for all the S&L's, to assist in the oruerly 
closing unprofitable S&L8s. 

- Assistance to all the S&L8s to improve financial management. 
Such areas will include implementation of the new accounting 
system and tht, chart of accounts, assetlliability management, 
internal control and supervision, and continued improvement in 
management information systems. 

Training activities over the next year should complement the 
suggested T.A. inputs. Training should be focused on participant 
training for FONVI and IVS staff, continued training in financial 
reporting and accounting, asset/liability management, portfolio 
management, and auditing to meet Superintendency of Banks requirements. 



The purpose of this mid-term evaluation of the grant component of 

the u X ~ s t  W t e r  Throuah 2 3 ~  Priva!~ Sector Proiecf, ia tn provide an 
opportunity to review the project in terms of the :ew political and 
economic circumstances in Bolivia and to adjust the project to current 
needs and priorities. The project was approved in May, 1983, while the 
technical assistance and training componmt (i.e. the grant component) 
began in September, 1984, with the arrival of the long-term advisor. The 
rroject was amended in August 1.986 to extend it through FX 89. A Housing 
Guaranty loan of $15 million, which was authorized under this project, 
has not been contracted to date, although the implementation agreement 
between USAID and the GOB is being negotiated 3nd is expected to be 
signed in the first o rrter of 1988. This mid-term evaluation covers, 
therefore, the time between September 1984 and January 1988, almost a 
three and one-half year period. 

This evaluation will assist the Mission to assess the achievements 
of the technical assistance grant component to date, and to make 
recommendations with regard to future activities and emphases. It should 
be re-emphasized that the housing guaranty loan has not been contrasted. 
Therefore, all the expected achievements under the grant component have 
not been attained due to a lack of loan funds to complement the grant 
component. While this evaluation describes in general the progress made 
to date in achieving the project's objectives, it specifically makes 
recommendations for use of the remaining grant funds. 

This evaluation provid9s a considerable amount of background 
information on economic conditions in Bolivia over the past few years and 
the impact on the S&L system. Readers with a wide knowledge of recent 
events in Bolivia may wish only to scan that particular section of the 

I evaluation and instead focus their attention on the remaining sections, 

particularly the last two entitled Project Evaluation and Technical 
.n Assistance Recommendations. 

The evaluation was carried out over a two-week period, beginning the 
last week of January, 1988. Two consultants - a housing finance 
specialist and a S&L specialist - from Deloitte Haskins & Sells were 
responsible for this evaluation. 

The methodology consisted of reviewing the project documents 
including USAID Prcject Papers and related documents, coctracts, 
quarterly reports, T.A. reports, and financial information. Interviews 
were held with USAID staff, contractors, GOB officials, and CACEN and S&L 
staff. Due to the shortage of time to travel in-country, interviews were 
held with associations' staff in La Paz only. Given the large number of 
short-term T.A. inputs during the life of the project to date, it was 
impossible to assess each separate input for its value to the project. 
Instead we have focused our efforts on assessing the overall impact of 
T.A. on the project, yet recognizing that some technical assistance 
conponents ware inore effgctive than others. 



We have also evaluated the project from a quantative aspect. 
Essentially we aske,d whether the expected outputs were achieved or are 
they likely to be achieved before the end of the project. While theso 
quantative outputs must be assessed, we also believe that the qualitative 
achievements must be examined, which are not as easy to asaeas. The 
major question to b'e answered is whether the sheJ.ter sector in general 
and the housing finance sector in particular are better off as a result 
of the tochnical assistance provided by USAID over the past few years. 



The implernmtation of USAID/Bolivia's Low Coat Shelter Throuah the 
Private Sector. Proiect has to be reviewed keeping in mind the economic 
conditions under which it has taken place, These economic conditions 
have had an impact not only upon the general framework in which the 
savings and loan system has operated, but also on the structure and 
functioning of the system itself. In the following section, an overview 
is presented of the main economic trends and policies affecting the 
project from its initial implementation in September 1984, to the 
present. Economic conditions relevant to the future implementation of 
the project are briefly outlined. Afterwards, an analysis is undertaken 
of how economic trends and policies have affected, and can be expected to 
affect, the structure and functioning of the Savings and Loan System. 

A. Economic Trends and Policies 

To analyze the economic trends and policies affecting the 
projec:t's implementation, it is useful to lock at three distinct periods: 

- The initial period, characterized by economic instability, 
coqrers September 1984, when the project's implementation is initiated, to 
August 1985, when the New Economic Program (NEP) is announced. As will 
be seen later, this Program, besides providing a basis for economic 
stabilization, also had important implications for the S&L system's 
functioning. 

- The second period, from September 1985 to June 1987, is 
characterized by the movement of the Bolivian economy towards greater 
stability as a result of the NEP. Also, during this period, the bases 
for structural change were established. 

- The current period, from July 1987 to the present, starts with 
the issuance of the Bolivian Economic Recovery Decree. During this 
period, the Bolivian economy has continued along the path towards 
stabilization, but it is distinct from the previous period, as far as the 
project's implementation is concerned, because of the impact the Economic 
Recovery Decree has on the savings and loan system. 

Economic conditions during these three periods are presented 
below, whereas their impact on the system is presented in the subsequent 
section titled "Structure and Functioning of the Savings and Loan System." 

1. =First Period: Economic Instability 

When the project's implementation was initiated Bolivia had 
been experiencing, since 1980, an unprecedented economic decline. This 
decline continued with accelerating force during the year after the 
project was initiated. 



The reduction in gross domestic product during the 1980-85 
period originated in a series of events that led, in 1980, to a 
significant contraction in access by the country to external resources. 
The continued economic deterioration during the following years was, to a 
large extent, due to the inadequace adjustment policies followed by the 
government after that external shock. The impact of those adjustment 
policies on the project's implementation was significant. 

In the 1970°s, Bolivia had experienced an economic boom, 
supported, to a great extent, by foreign landing. These external 
resources permitted excessive public sector spending, a rapid growth in 
imports, and a trade deficit. The capacity to repay this lending had not 
been developed, as much of the resources had been used for projects of 
doubtful value or for public sector consumption. 

As it became obvious in 1979-80 that Bolivia's repayment 
capacity had been exceeded, net foreign lending was reduced to zero. 
Bolivia was confronted with mounting external debt servicing 
requirements, a situation aggravated by the high international interest 
rates of the period. Also, political instability (between 1978-1982 
there were nine presidents in office) was a factor in the reduction in 
new foreign lending and for a capital flight that further reduced 
Bolivia's availability of external resources. The overall reduction in 
the availability of exte~nal resources led to reduced imports and a 
decline in investment and production. 

The Government's response to the contraction in external 
resources, beginning in 1980 and up to August 1985, can be summarized as 
follows: 

- An attemvt - to maintain previous vublic sector svendinq 
patterns. A high level of Government expenditures were maintained even 
as revenues declined. The resulting deficit was financed simply by 
printing money. Inflation grew to levels never before experienced in 
Bolivia, or Latin America, reaching 1,2810 in 1984 and 11,7500 in 1985. 

- An attemvt to Maintain Fixed Exchanae Rates. Despite the 
effort to maintain fixed exchange rates, because of inflation, the 
Government was forced into seven official devaluations during 1980-85. 
Although these devaluations were large (they ranged from 50% to 440%), 
they still trailed the parallel market exchange rate. With the severely 
overvalued official exchange rate, exports did poorly, and pricing 
distortions were introduced in the economy. 

- Establishment of Economic Controls. A series of economic 
controls were introduced in an attempt to alleviate the impact of 
inflation on certain sectors. Prices of certain goods were fixed at 
levels lower than they would have attained in a free market. Controls on 
imports and exports were established, and controls ca financial market 
prices were introduced in several forms. 



The above-mentioned policies fairly represent the prhcipal 
elements of the Government's response, from 1980-1985, to the country's 
economic conditions. Overall, they led to further instability and to a 
greater reduction in national income. 

2. The Second Period: A New Economic Prosram 

Amidst unprecented social and economic deterioration, a new 
administration took office in August 1985 after early elections. It was 
clear to the new administration that the previous economic philosophy, 
characterized by extensive Government intervention, had failed to the 
extreme. The new administration's orientation substituted extensive 
public sector activity, intervention and controls for a private sector 
activity guided by market mechanisms. 

The economic program established by the new administration 
confronted squarely what was viewed as the principal cause of economic 
instability, the hyperinflationary process. To stop inflation, the main 
factors causing it had to be attacked: the size of the fiscal deficit 
and a system of relative prices (i.e. the official exchange rate and real 
interest rates) that did not function as a guide for the allocation of 
resources. 

The main components of the new program, as stated in Decree 
21060 issued on August 1985, and as later implemented, were as follows: 

-External Sector Liberalization. Controls on imports, 
exports, and other foreign exchange transactions were lifted. The 
parallel and the official exchange rates were unified, and a 
market-oriented mechanism was established to determine the level of the 
exchange rate. 

- tabilization of the Public Sector. The elimination of the 
fiscal deficit 2s a source of monetary expansion was seen as the key to 
economic stability. Strong actions were taken to reduce expenditures and 
to increase revenues. Subsidies to public agencies and public 
enter~rises were eliminated, and expenditures on wages were brought in 
line with the financial capacity of the different government entities. 

-,Reform of Public Enterprises. Access to Central Bank credit, 
previously unlimited, was controlled, and a process was started to 
rationalize operations to make them viable without the need for subsidies. 

-Financial Sector Liberalization. Interest rates were freed 
and restrictions on financial transactions were re~oved. 

-Market-Oriented Svstem of Prices and Incentives. The 
previous incentive system, based on interventionist allocation concepts, 
was replaced by a stable, market-oriented system of incentives, which 
promotes competitiveness and efficiency. Tariffs on imports were 
simplified to a flat+20%, quantitative restrictions on forei~n trade were 
eliminated, controls on interest rates were lifted, and the goods and the 
labor market were liberalized. 



As a result of the program, a substantial improvement was 
made in stabilizing the economy, and in laying the foundations for 
structural change. Hyperinflation was essentially controlled, and the 
exchange rate has remained relatively stable. The fiscal deficit 
financed with monetary emission has been eliminated, and exports 
increased substantially during 1986. 

3. The Third Period: Towards Structural Chanae. 

Once the new Government felt that its principal stabilization 
goals were achieved, it issued a decree in July, 1987, that led towards 
modifying the country's structure. Stability was seen as a necessary 
condition for renewed growth, but it was not considered sufficient. It 
was also desirable to have the economic activity guided by market 
mechanisms with clear and stable economic policies. The role of the 
Government would ultimately have to be limited to providing required 
social and economic public services. Its activities in the productive 
sectors would be limited to the joint development with the private sector 
of large-scale projects involving natural resources, where the pivate 
sector's technical and financial capabilities are limited. 

The elements contained in the Economic Recovery Decree 
addressing the desired structural changes are mostly related to the 
financial sector. These and other important elements contained in the 
decree promoting structural changes are: 

-The Role of State Financial Intermediaries is Sianificantly 
Limited. Under the decree, state banks and other state financial 
intermediaries will limit their operations, with a few exceptions, to 
public entities. Furthermore, the Government's direct role in housing 
finance is eliminated by disolving the Banco de la Vivienda, a 
state-owned housing finance bank. 

-Private Sector Financial Intermediaries are Strenuthened. A 
mechanism is created whereby private sector banks can exchange their 
external debt, corresponding to previously de-dollarized loans, for 
Central Bank bonds. The net effect of this mechanism is to allow for the 
payment of the bank's external debt at a cost substantially below value. 
Similarly, the decree transfers to the treasury the external debt of 
CACEN, which in turn eliminated the obligation the savings and loans had. 

-External Debt Conversion throuuh Divestiture. A mechanism 
for the conversion of external debt into direct investment is 
established. This mechanism contemplates the divestiture of state 
enterprises, although on a case by case basis. 

Although the process of structural change needs to be 
continued, - i.e. no comprehensive privatization effort has been 
undertaken for state enterprises - the Economic Recovery Decree provided 
for the consolidation of the financial sector, a key sector of the 
economy. Of particular importance is the emphasis placed on private 
financial institutions. 



4 .  E x ~ e c t ~ d  Economic Conditions 

The Government has demonstrated its seriousness in maintaining 
its chosen course of action. The economy and the public have responded. 
Important indicators of this positive response are the following: 

-Inflation was only 10.20 during 1987, substantially below the 
1986 level of 65.30, and the 1985 inflation of 11,749.60. 

-The freely fluctuating exchange rate has maintained its value 
around Bs2.2/dollar since January of 1987. 

-The growth in financial institutions' deposits was 36.370 
from 1986 to 1987. Significantly, this growth in deposits is attributed 
in part to capital repatriation. 

-A continuing decline in interest rates. In December 1986, 
the S&Ls' weighted average peso lendinq rate was 1380, whereas in 
December of 1987 it was 89%. 

One continued difficulty Bolivia faces is the size of its 
current external debt obligations, estimated to be among the highest, in 
proportional terms, in Latin America. Powever, to the extent that the 
country continues to receive assistance from its creditors (specifically 
official lenders and multilateral lending institutions) by providing 
capital inflows, and to the extent that extended reschedulings of current 
debt service obligations are attained, the debt problem can be minimized. 

As long as the external debt problem can be kept under control, 
the Government's stabilization and structural change plans can 
conceivably be maintained during the next five years. 

B. Structure and Functionina of the Savinas and Loan Svstem 

The Bolivian savings and loan system had its origins in 1964, 
when the first savings and loan institution, "La Primera", was founded. 
The system was formalized, however, by a 1966 decree creating the Gaia 
Central de Ahorro v Pr6stamo Dara la Vivienda (CACENl, the center piece 
of the system, with important powers and attributions. As a result of 
these powers and attributions, CACEN can function as: 

-The regulatory and supervisory entity for savings and loan 
institutions. 

-A source of external financiag for the system, channeling 
long-term funds. 

-A central bank for the associations, holding required reserves, 
and making liquidity loans. 

-A trade association to defend the interests of the system. 



-Insurer of savings deposits in the associations and of their 
loans to the public. 

-A provider of technical assi:..tance and training for the S&L 
associations. 

The same 1966 decree established the functions and determined the 
activities of the savings and loan associations, the other component of 
the system. 

The operations of the associations were originally quite 
limited. Lending activities were essentially relatee to mortgage loans 
for the acquisition, construction or improvement of housing units. Also, 
up to 25% of the association's total savings deposits could be used for 
loans to construction companies for specific housing projects. At the 
same time, the associations could only take savings deposits. 

Although interest rates were fixed, the amount of savings 
deposits, and the unamortized principal of a loan, were to bo readjusted 
annually in accordance with an index, which took into account wages, the 
cost of living, and the peso's value against the US dollar. This index 
was modified in 1969 to adjustments based on the official value of the 
dollar only. 

The institcrtional framework of the savings and loan system was 
highly successful since its inception. By 1972, the system had 12 
associations with total savings accounts of US$2.06 million representing 
5% of total deposits in the financial system. In that year, the 
associations made 70% percent of all housing loans provided by public and 
private housing institutions combined. 

USAID's participation in the system's development began with a 
seed capital loan in 1965 to help establish the first SLL in the 
country. Total AID guaranteed lending and technical assistance provided 
from the beginning to October 1984, amounted to US$22 million. 

In the following sections, an analysis is presented of the 
system's response to the economic conditions the country experienced 
during the project's implementation. The analysis follows the same three 
periods used earlier to present the country's economic trends and 
policies. 

1. The Svstem durina the Period of Economic Instabilztv . . 
By October 1984, when this project began to be implemented, 

the savings and loan system was in a precarious financial situation. 
This financial situation was the result of a process that had been going 
on essentially since 1980, when the Bolivian economy began exp9riencing 
its difficulties. 



The /annual inflation rates during 1980 and 1981 was quite high 
at 47.24 and 32.10, respectively. The savings and loan system adapted to 
this situation by raising interest rates for new loan8 and for deposits. 
However, since the largest percentage of the institutions' loan portfolio 
was medium to long term, the adjustment on interest income was slow, 
leading to a profit squeeze and an inability to pay competitive rates for 
deposits. Thus, a process of disintermediation began, with deposits in 
1981 dscliniug to Bs 454.0 million (at constant 1979 prices) from their 
peak in 1979 of Bs 550.5 million, and with a decrease in market share 
from 12% to 8% during the same period. 

Despite the high inflation l~vels, the Government attempted to 
maintain the official exchange rate of Bs25/US$l, the 1980 rate. 
However, becabse of the discrepancy between the official rate and the 
parallel market rate, with the consequent peso overvaluation, the 
Government was forced to devalue in February 1982 to Bs 44/US$1, still 
substantially below the parallel market rate, but representing a 760 
devaluation. 

Although the savings and loan associations, in accordance with 
existing regulation, could readjust the value of their loan portfolio to 
the new rate, the devaluation was of such magnitude that it could not be 
fully passed on to borrowers. On the other hand, under the maintenance 
of value clauses, the associations' dollar-denominated liabilities, and 
their savings accounts, were to be fully adjuated to the new rate. Whilo 
the official/parallel market rate discrepancies made large devaluations 
inevitable, it became obvious that the maintenance of value clauses, 
under these extreme economic conditions, worked to the disadvantage of 
the savings and loan system. 

A commission, which included technical advisors from USAID, was 
formed in May 1982, to determine the possible actions the system could 
take to adapt to the existing situation. The following were the 
recommended policies from the commission: 

-Conversion from the dollar-readjustable to a peso denominated 
system, that is, elimination of maintenance of value clauses, including 
the one for the system's external debt; 

-Employment of variable interest rates as a means to achieve 
ad j ustmenat; 

-Diversification of S&L lending operations into short-term 
commercial credit for family and housing-related needs; 

-Injection of new capital; 

-Increased housing lending to generate additional revenue; and 

-Greater savings mobilization to enable the system to generate 
enough liquidity. 



But for one important exception, all of the commission's 
recommendation were made official by the Government in a June 1982, 
decree. That decroe authorized the S&L systom to make a readjustment of 
its assots and liabilities, accordiz~ to the recent devaluation, 
eliminating the maintenance of value clauses for future devaluations. 
However, the decree did not de-dollarize the system's external debt, 
something that, as will be seen below, had strongly negative repercusions 
for the system. 

The savings and loan associations revalued assets and liabilities 
by 760, the full percentage of the devaluation, but substantially below 
the inflation rate (123.50 for 19821, and below the parallel market 
devaluation of the peso (3210 at June 82). Similarly, the ability of the 
S&LQs to recover future exchange losses through higher interest rates, as 
recommended by the commission, was limited by the borrowers capacity to 
pay. Thus, the S&L's maintained their iuterest rates at levels 
substantially below the inflation rate. 

By mid-1982, the savings and loan system found itself in a 
critical situation as the country entered its hyperinflationary process. 
Its structural exposure to the process can be characterized as follows: 

-Portfolio Structure. A large (900 of loans in 1982) mid to 
long-term portfolio of loans were outstanding to borrowers with limited 
capacity to absorb devaluation or inflation adjustments, either via 
maintenance of value (not allowed anyway by the June 82 decree), or via 
higher interest rates (allowed by the same decree). 

etg. Because interest income could be 
adjusted only to a limited extent, the S&L system could not increase 
rates to competitive levels. The banking system, with a short-term loan 
portfolio, was better able (although it, too, experienced similar 
problems) to adjust interest rates. Even though a process of 
disintermediation was experienced by both the S&L system and the banks, 
the former were loosing market share as they were less able to compete. 

-Ga~it@1 E x v o m .  With the elimination of the maintenance of 
value clause, the system was fully exposed to devaluations. Although 
without the maintenance sf value clause, saviugs deposits (initially an 
important liability of the system) did not have to be readjusted in case 
of a devaluation, these deposits were becoming less and less important in 
real terms, due to the devaluations themselves, and to the 
disintermediation process. On the other hand, the system's foreign debt 
was still dollar-denominated, and thus, fully readjustable after each 
devaluation. As the value of assets shrank with each devaluation, 
without a corresponding contraction in liabilities, the system became 
decapitalized to dangerous levels. 

The commission formed to analyze the system's problem was well 
aware of the structural exposure to devaluation. Thus, its 1982 
recommendations, meqtioned earlier, were addressed to each of the 
structural problems: 



--Diversification of S&L lending operations. 

--Variable interest rates. 

--Increased housing lending at shorter terms. 

--Greater savings mobilization. 

--Injection of new capital. 

--Generation of additional revenue, 

In keeping with the commission's recommendation, USAID played an 
active role in supporting remedies to the structural problems. The 
strategy of the Low Cost Shelter Project authorized in 1983 was to 
strengthen the S&L system's institutional capacity, through grant funds 
for technical assistance, while providing it with US$15 million in 
lending funds on which it could earn enough money to allow the system to 
keep making its debt payments. Those funds were to be transferred 
without a maintenance of value clause. 

Because the Government was unr.!,le to formalize the HG Loan, 
US$7.5 million in USAID generated local currency resources, through the 
PL 480 prngram, were reserved for allocation to the system, to enhance 
its survivability during the economic crisis. Initial disbursements were 
made without interest and without a maintenance of value clause. 

In ordor to assist in the strengthening of the ShL system's 
institutional capacity, it was also decided to implement the HG project's 
grant-funded technical assistance, helping the system survive until 
economic conditions permitted the implementation of the financial part of 
the HG-07 agreement. 

The inflationary process and severe devaluations continued in 
1983 and 1984, a large devaluation taking place in November 1984, one 
month after the initial implementation of this project. In 1985, two 
additional devaluations took place before the end of the project's first 
implementation period. Since the structure of the ShL system was 
essentially unchanged throughout the period, the inflationary process 
left it insolvant, with a depleted loan portfolio, and practically no 
deposits. A simple statistical comparison shows the extent of the damage: 



Total loans 
Capital 
Deposits 

Source: CACEN 

Therefore, with such a precarious financial condition during the 
first period of the project's implementation, the system's overriding 
concern was to survive, even if it meant shrinking to nominal existence. 
In fact, from 1983 to 1984, 600 of the system's employees were terminated 
for lack of income to support them. 

2. Ttbe Svgtem under the New E c o n d c  P r o w  

The new administration that took office in August 1985, undertook 
radical changes in the orientation of the economy. During the second 
period of the project's implementation, covering Septmber 1985 to July 
1987, the main changes in econode trends and policies affecting the 
savings and loan system were: 

- trol of Inflatio~a. From a rate of 11,7500 in 1985, inflation 
was brought down to 65.3% in 1986. 

- hgnae Rate Stabilization. After the Septembor 1985 
devaluation, and since February of 1986, the exchange rate has remained 
remarkably stable. 

- . Interest rate controls were 
eliminated, and dollar maintenance-of-value clausea were again made legal: 

Although ~ h e s e  changes virtually eliminated the weakening factors 
of the savings and loan system, one fundamental problem that still 
remained was the negative net worth of the institutions in the system. 
The shrinking of earning assets during the inflationary period, and the 
high level of dollarixed debt, made the institutions in the system 
operate at a loss all throughout the second period of the project's 
implementation. 

Despite this fact, considerable gains were made concerning 
certain desired structural changes or improvements in the system: 

-Diversificatiqg. The loan portfolio was diversified as far as 
loan terms were concerned. By Decembc.~, 1986, 62% of loans were short 
term, whereas in December, 1981, they \..axe only 10%. The portfolio also 
was diversified in terms of activity. Commercial loans were 38% and 0% 
of total loanrr for the two respective years. 



- U y ~ ~ k . i h B m . t d , ~ ~ ~ .  The system's ability to compete with 
other financial institutions iz shown by its increase in market share in 
total deposits from 3.4% in 1984, to almost 4.00 in October 1987. Its 
ability to mobilize savings is indicated by its level of deposits. In 
1984, total deposits were US$297,000. By 1986, they were US$3.9 million. 

- m t f o l i o  Growth. An expansion of the loan portColio has also 
taken place from 1904 to 1986. In 1984, the volume of the loan portfolio 
was US$295,0100, whereas in 1986 it had increased to US$ 6.0 millions. 

Even, though the new economic program did not provlde a solution 
to critical S&L system problems, it did provide a basis fcr it to regain 
financial viability and contribute to housing sector growth. 

3. The System_nnd its Consolidatio_n 

As indicated in the previous section, the new Government 
established a framework for the S&L system to operate in a financially 
viable way, Nevertheless, the problem of the system's foreign currency 
debt still remained. In July 1987, the Government issued a decree 
absorbing th,at debt and freeing the system of any obligation on it. 

The Governmsnt action immediately changed the net worth of the 
majority of the S&L's institutions from negative to positive. In fact, 
the system as a whole by December 1987, had a 37.5% capitalization ratio, 
extremely high by any standards. 

In addition, the Government creat.ed in July 1987, the Fondo de la 
Vivienda (FOIWI) to make available to the financial system USt40 million 
immediately, and approximately US$12 million annually for housing 
purposes. Tlhese funds will be available for specific housing projects, 
in accordance with technical specifications prepared by the newly created 
Instituto da Vivienda Social (IVS). Similarly, now that economic 
conditiolls make it possible, the USS15, million through the HG loan can be 
disbursed to the savings and loan associations, 

Becau.se of the financial consolidation of the system, and because 
of the volume of funds potentially available, the issues faced by the 
savings and loan associations during the third period of the project's 
implementation, from July 1987 to the present, and until its conclusion 
in 1988, are substantially different from those faced in the previous two 
periods. 



The Low Cost;ost;.;_..~L~rJ;hr9_ldgh9_ldgh9_ldght;h~+~~i~atvOO~~.~Ctata Px-~jd(;t, consists of 
the project a8 d~signed and approved in the Project Paper written in 
1983. Amondmont No. 1 extended the project for 3 years to the end of FY 
89, and technical assistance may continua to that time. However, the 
technical nasistance contract with PADCO will terminate in January, 
1989. This first amendment essentially continued the project's T.A. and 
training inputs and no change8 were made in the project's goal, purpose 
or outputs. Nevertheless, the financial inpu:s in the Amendment were 
modified, and moreover were more specific and detailed, reflecting the 
previous two years of project experience. 

Reference is made in the Project Paper to La Merced Cooperative as 
an institutional beneficiary under this project. Early In the s!fe of 
the project, USAID made a decision to not include La Yerced, and, 
therefore, no T.A. was provided to that institution. 

The goal of the project is to improve the shelter c o n d i w  of . . l p ? m e  famrlleg, while the purpose is tg exvbnd the D 
mctor's c a r u  .. 

.ity to address w a t e r  rebted needs of these 
. rivaf;a - 

families, The goal and purpose have remained unchanged even though the 
Project was extended as a result of Amendment 1, 

Recognizing that the technical assistance component still has one 
year to run, the goal and purpose of the project are essentially being 
met although the lack of HG funds has limited the Project's direct impact 
on improving the shelter conditions of low-income families, 
Nevertheless, progress hi:s been made in the development of a shelter 
zolicy as well as the shelter delivery system, and they lay the ground 
work for improved shelter conditions. The capacity of the private sector 
to meet the shelter needs of these families has been enhanced, 
particularly given the likely prospect at one time that the S&L system 
would not survive. It is now apparent that the private sector SbL system 
will continue to function, although its ability to serve low-income 
families is not evident system wide. The financial difficulties of some 
of the rural based mutual8 - assuming those difficulties are not resolved 
- may inhibit their operations, thereby, removing many low-income 
families from access to private sector financing. Also, the hesitation 
of the largest S&L to participate in financing low-income shelter 
solutions may exclude many families from access to affordable programs. 

A major ingredient, of course, in achieving the goal and purpose of 
this project is the availability of housing finance. With the 
improvement in the ability of the S&Ls to generate funds locally, future 
access to the HG funds, and the expected inflow of FOIWI funds to private 
sector intermediaries, adequate funds should be available to begin to 
help meet the project's goal and purpose. This would ensure the overall 
success of the project, including its T.A. and training component. 



Thf, project contemplated a houaing guaranty loan of $15 million, 
plus grant funds for technical aclaistance and traininq of $1.65 millio*i, 
of which '6550,000 waa authorized in the original Project Paper and the 
remainder in Amendment No. 1. The S&L's would finnnca 20% of the cost of 
each loan, giving an additional $3.75 million in local fundn, and the GOB 
would corrtribute $00,000 to INE to carry out cvctain income aurveya. To 
date, onlay the grant funda for T.A. have beec disbursed. Therefore, most 
of the designated project inputs have ~ o t  materialized. Additional 
inputs have been made available, speciiically a disbursement of $3.5 
million in PC 480 funds and $2.25 million in a USAID water and sanitation 
loan and grant, of which about 2 5 0  has been disbursed. 

The following table shows the planned inputs as compared to the 
actual inputs: 

INPUTS FROM LOG FRAME; 

Plauned In~u- Actual to Date 

1. $15 million in HG funds disbursed in 1. No HG funds disbursed 
5 years 

2. Disbursement of $1,650,000 for T.A. 2. $1,001,995 disbursed 
of training over 5 year LOP and/or accrued to date 

3. $40,000 GOB budgetary contribution to 3. Not contributed 
INE 

4. S&Ls to contribute 20% of each loan 4. Not contributed 
or a total of $3.75 million 

C. Project Outouts or Achievemeotg 

The Project Paper lists seven outputs that are expected to be 
achieved when the Project is completed. These outputs are also defined 
as End-of-Project Status (EOPS). 

The project outputs, as summariaed in the logframes, are in 
general being met in spite of the fact that most of the project inputs 
have uot materialized. The number of shelter related solutions, as 
contemplated in the PP, have not been produced due to the lack of HG 
funds, although some solutions have been provided with financing from 
other sources, principally PL480 funds. The SCLs market share of savings 
did not reach the 6% target as of Oecember 1987, nor is INE able to 
provide family income data. On the other hand, the remaining six outputs 
have been essentially achieved. 

The following table on project inputs, as reflected in the two 
log frames, indicates which outputs have been achieved as of January 1988: 



1. 19,000 subloana to below-median 
income families 

1. 2.66C families have 
received loans 

2. S&L system remains current on 
outstanding dollar debt 

2 ,  GOB LmSumed dollar debt 
responsibility 

3, 50,000 savings accounts in S&L 
system by 12/87 

3. 152,195 savings accounts 
as of 11/87 

4. S&Ls share of savings market will 
increase to 60 by 12/87 

4. Market share was 4% 

5. Up to 30% of S&L portfolio composed 
of short-term diversified lending 

5. 580 of S&L loan portfolio 
short-term norr-shelter 
rehted loana 

6. Periodic publication of national 
household income data 

6. Not undertaken 

7. National housing policy is developed 7. A strategy has been 
essentially developed. 

8. 137 persons will receive training in 
finance, marketing and administration 

8. 178 persons have been 
trained 

9. S&L loan portfolio increased to 
$9.7 million in 1980 

9. Portfolio reached $15.9 as 
of 12/87 

A more detailed analysis of the 
the Project paper are proviaed below. 

project outputs as described in 

Output No. 1 - Fiaanciga will be made available for tha shelter - 
rela_teg needs o f  a~~ro&atelv 23,000 below median income famj,lies, 

While the Project Paper indicated that 23,000 families would 
receive shelter assistance under HG 007, Amendment No. 1 later reduced 
that figure to 19,000. The Implementation Agreement (in draft) calls for 
10,000 families to be assisted.. Funds for financing these shelter 
solutions were to be derivod from the Housing Guaranty Loan, which to 
date has not been contracted. Instead alternative funding, in part, was 
secured from a PL 480 loan as well as internal funding from the 
association. As a result of these funds, approximately 2,660 families 
with below median incomes have received shelter assistance under this 
project as of the end of 1487. Of that number, about 85 percent of the 
shelter solutions can be attributed to PL 480 funding. 



When the housing guaranty loan is contracted and thereby 
sufficient funding is made available, it ia probable that the number of 
families aasisted under this project will exceed 10,000, and more likely 
the 19,000 mark will be achieved given the assurance of HG and PL 480 
funding as woll as fundinggenerated internally by the Mutuals. 

The PP also stated that the project would be implemented over a 
five-year pe~riod. Given the delay in contracting the HG loan, the 
disbursement period for the $15 million may have to be extended beyond 
t,he designatod expiration date of the end of FY 89. 

Output No. 2 - The S&L System and La Merced will have 
W a t h e n e d  their overall finawial v r a b w .  . . .  

Betweten the time the Project Paper was approved and mid 1985, the 
financial viibility of the SfL System drastically deteriorated, Hyper 
ilkflation an19 the dollar debt burden pushed the system to be brink of 
bankruptcy, and it was doubtful if the system would survive that year. 
Nevertheless, the adopt.ion of the New Economic Plan in 1985, and the 
passing of the Economic Recovery Decree the following year, gave 
breathing room to the syatem. In addition, USAID provided some financial 
assistance to the syatem to compensate for the lack of funds from the 
still-to-be contracted housing guarantee loan. In short, the oystem is 
teaainincr its financial viability rather than remniniaa financial viable. 

The financial viability of the system overall is good. Over the 
past six months, five of the smallest S&L's have reported negative net 
worth positions - this, in spite of the Government's absorption of the 
dollar debt. Conditions appear KO h a x  improved by December, 1987, when 
only three associations (Tarija, Ma~ut-ata, La Frontera) showed a negative 
net worth. IXegardlesa, the system c a  a whole reported a positive net 
worth of $11.56 million, which would permit the system to expand its 
lending activity by a huge amount. 

With the exception of one association (Tarija), all the remaining 
associations report net profits over the past few months, with the total 
net income for the System reaching almost $2 million for last year, 
although there! are some questions regarding accounting procedures. In 
short, the syatem overall appears to be profitable. But loan arrearages 
are a problem for some associations, particular those associations 
reporting a negative net worth. 

In general, the associations have undertaken appropriate steps 
leading to improved financial health. They have implemented savings 
mobilization programs to regain the deposits lost in earlier years, 
giving them the means to reinitiate leading activities and thereby 
generate income. They have diversified their lending portfolios to 
reduce their d'ependance on one activity (housing), and shortened loan 
terms, thereby reducing exposure to fluctuations in economic conditions. 
Accordingly, interest rate ceilings have been eliminated, and interest 
rate are governed now by market conditions. 



In summary, the financial viability of the system is good,, but 
there are a few S&Ls whose future is in doubt. If, however, additional 
funding is made available to the system - either HG and/or FONVI funds - 
then those weak S&Ls may be able to generate sufficient income to show a 
positive net worth. Since expenses in those S&L'3 are generally fixed, 
additional interest income and fees will flow directly to the bottom line. 

The GOB has not only improved its capacity to formulate a 
strategy, but, as importantly, has actually designed a snelter strategy, 
which it is currently implementing. Contrary to previous GOB policy, the 
present administration has given housing a prominent place in its 
economic plans. Essential to this change in attitude has been the 
preparation of a number of studies ard reports that showed the importance 
of the shelter sector to the economic health of the nation and the 
welfare of her citizens. 

As a result, the GOB has formulated a shelter strategy, which 
recognizes the relevance of the private sector as the principal vehicle 
for growth and development of the shelter sector, and overall, the 
importance of the shelter sector as a prime generator of employment. The 
closing of BANVI and the W i o s  de Virienda, both public sector 
solutions to the shelter problem, are indicative of this new shelter 
strategy. 

Alternatively, the absorption by the GOB of the association's 
dollar debt permitted these private sector entities to survive and showed 
the GOB'S commitment to the private sector. The creation of FONVI with 
its maintenance of value terms, will ensure that the emplcryer/employee 
funds for housing will not be dissapated, which was not the case with the 
Conseioa de Vivienda. 

In general, there appears to be greater coordination and 
cooperation between the System and other GOB entities. The BCB request 
that CACEN undertake regulation of the associations on behalf of the 
Superintendencia de Bancos reflects a new and improved relationship. 
Also CACEN played an integral role in the preparation of the new shelter 
strategy. 

U ~ u t  No, 4. The S6L Svstem and La Merced will have uenerated 
increased domestic resources to permit the e m s i o n  o f  lending 
gctivitim 

The hyper inflation that occurred between 1982 and 1985 decimated 
the deposit base within the S&L system. From a peak of US$35.3 million 
in 1981, savings fell to some $150,000 in 1985. Nevertheless, a turn 
around has occurred, and as of December 31, 11987, aggregate savings had 
attained a level of $U.4 million. Quarterly growth in savings since 
1985, both actual and in percentage growth, is shown below: 



Quarter lunfuU& 
gnaincr ($000~) 

Savings in the S&L system has still not regained its prominence 
ir, the banking system, when about 18 percent of all savings in 1980 were 
deposited in the associations. At preaent, only 4 percent of all savings 
deposits are held in the associations, considerably below the peak as 
well as below the target level of 6 percent, as stipulated in the 
Project Paper. 

The associations have embarked on a more active saving 
mobilization campaign, and technical assistance has been provided for 
this activity. More importantly, CACEN has hired, for the first time in 
its history, a full time marketing manager. 

The hyper inflation beginning in 1982 accelerated the SbL's need 
to diversify its lending portfolio with new housing sector loans. 
Initially, consumer loans were made, principally for consumer goods, 
travel, education, etc. By 1985, commercial loans, mainly for 
agribusiness purposes, were being authorized. Normally, loans were made 
for periods ranging from one month to three years, but as inflation 
abated, the average lending term has been extended. Interest rates are 
reported as high as 10 per cent monthly in some SbL's, although interest 
rates in La Pa% are in the 2 percent monthly range. 

As of December 1987, the consolidated financial statements of all 
12 associations indicated the following: 

Catecrotv Amount 0 of To- 

Housing US$8,216,000 
Consumer 8,168,000 
Commercial 2.955, 004 
Total US$19,339,000 

From 100% of the StL's loan portfolio in housing as of the end of 
1981, only 42.5% of their portfolio is now placed in that sector. 
Nevertheless, the trend will probably reverse itself in the months 



ahead. If the HG loan and FONVI Funds are made available as planned, 
then the S&Ls portfolio of home mortgage loan8 is expected to increase to 
about 70% of the total. That will leave 30% in the consumer and 
commercial loan portfolios which will permit an adequately diversified 
portfolio. 

ut No. 6. The S&L Sv-m will have atrm-d its 
financi- 

Hyper inflation in Bolivia made a mockery of financial planning. 
In such an environment, financial planning waa almost useleas, and in 
fact, what was need& was better financial management to help the 
associations withstand rapidly changing economic and fiscal conditions. 
To provide good financid management, information and information systems 
were required as well aa strong and astute financial management. In this 
respect, the capability of the SSL system to gather, analyze and 
disseminate information has improved significantly. In addition, several 
training couraea and seminars have been given to S&C managers to help 
improve their financial management capabilities. 

The system has developed a number of new t.0018 to improve its 
capability in financial planning and financial management. These are: 

-Consolidated Financial Data Sheets (weekly). 
-Profitability analysis (monthly). 
-Market share analysia for both savings and loans. 
-Productivity per employee analysia. 
-Spread analyses. 
-Special financial studies on yields. 

ut No, 7. INE will have str-ed its c a ~ s i t v  in the 
area of national igcome m a  collect on and a n u s i s  and will have beaun 

Attaining this objective necessitated not only technical 
assistance inputs from the contractor, but also budgetary contributions 
from the GOB. Technical assistance was provided to INE as planned in the 
preparation of a set of questions to be added to the 1986 Permanent 
Household Survey. The major category consisted of fifteen questions on 
family income. The Survey was carried out, however, the general 
consensus waa that the information generated from the survey was not 
useful in analyzing family incomes and thereby not helpful in calculating 
the median income. 

INE believes that the only accurate way to ascertain family 
incomes is via an income and expenditure survey, and based on experience 
to date with other metnoda (calculations baaed on national income data, 
the above mentiored household survey, etc.) they are probably correct. 
INE, however, has no funds to carry out an Income and Expenditure Survey, 
or for that matter, any other type of survey that would provide useful 
information on incomes. Therefore, the other ingredient in carrying out 
this objective - government budgetary assistance - has not been 
forthcoming, and apparently, no funding is anticipated. 



In this section, a comparison is made betwoen the technical 
assistance inputs initially scheduled for the HG-007 Project - as 
determined in the relevant Project Paper, request For proposals, and 
contracts - and the technical assistance inputs actually provided. In 
Section IV, an evaluation is made of whether the inputs provided were 
effective in meeting the target6 established for the Project. The 
present analysis covers technical assistance inputs providsd from 
September 1984 until the present, January 1988. 

The technical assistance inputs for the project were to be 
provided in the following area38 

- Long-term technical assistance to coordinate the Project's 
implementation and provide technical support to CACEN in specific areas. 

- Short-term technical assistance directed specifically at 
CACEN, and the savings and loan associations in the following areas: 

--Savings Mobiliantion. 
--Financial Planning. 
--Portfolio Diversification. 
--Personnel Management. 
--Construction Cost Analysis. 
--Information Systems and Data Processing. 
--Potable Water and Sanitation Engineering. 
--Procurement and Inventory Management. 

- Short-term technical assistance directed to the Government of 
Bolivia: 

--Family inc~me and Expanditure Analysis. 
--Shelter Policy and S'crategy. 

Of these areas, the technical assistance for Potable Water and 
Sanitation Engineering, on Procurement and Inventory Management, and for 
Favily Income and Expenditure Analysis, was provided only during the 
first implementation stage of the Project. This first stage of the 
Project, under contract with the United States League International, 
Inc., (USL) covered the period from Suptember 1984 to January 1987. 
Technical assistance in the other areas was provided during both the 
first implementation stage and the second stage of the Project. The 
latter stage covered the period from February 1987 to the present, 
January 1988, under contract with Planning and Development Collaborative 
International (PADCO). This contract will expire in January 1989. 

1. tona - Term T e u  ,LhmhmWi 

Pur~ose of the Technical Assistance 



The purpose of the long-term technical aasl.atance, according 
to the February 1984 RFP, and the February 1987 contract, is to oversee 
the entire technical aseistance package within Bolivia, and to aerve as 
the main liaison between USAID/Bolivia and CACEN. Furthermore, the 
long-term advieor is to coordinate CACEN's and USAID's effort8 in the 
HG-007 and Potable Water and Sanitation progcj ,ns with Bolivia's Central 
Bank. The long-term technical advisor's planned responsibilities also 
include management and financial planning assistance to CACEN. 

Bud-: 40 peraon months from October 1984 
to January 1988, 

-Coordinate implementation of the HG-007 and potable water and 
sanitation projects (W-068 loan). 

-Assist CACEN staff with development of financial plans, 
strategies and policies including update8 of the official 
finencial strategy and maoter implementation plan for both the 
HG-007 and the W-068 loans. 

-Advise CACEN staff on general management iasues. 

-Assist CACEH in the use of its computer system in management and 
policy decisions and in inventory control and information, and 
data processing. 

-Assist CACEN in training S6L associations in the area of 
diversification lending, as well as shelter related lending. 

-Work with CACEN and the Mission in the preparation of the final 
scopes of work for the short-term technical advisors. 

-Throughout the term of the technical assistance, coordinate and 
refine the short-term technical assistance inputs. 

-Prepare quarterly reports on the progress of the HG and water 
programs. 

S c o ~ e  of Actual Work Undertakeq: 

The actual scope of work has covered all of the planned 
responsibilities. In addition, work has been done directly with the 
savings and loan associations, expanding the scope of the planned 
responsibilities, which were directed to CACEN only. Activities 
undertaken include: 



-Work with CACEN to develop and finalize objectivea and action 
plans for 1987. 

-Work with individual aaaociations in the development of mutual 
objectives and action plans for 1987. 

-Participation in various Prasidents' meetings in the aren of 
planning and in the conaideration of a central finance facility, as well 
as the general discussions. 

-Participation in the review of applications for and the 
selection of a marketing manager for CACEN. 

-Participation in the review of applications for and the 
selection 3f an internal auditor for CACEN. 

-Participation in various negotiationa with computer vendors 
during the selection of data processing equipment for CACEN. 

-Prepare weekly performance analysis of the associations for 
their use and for the use of CACEN and others, such as USAID.  

-In conjunction with CACEN, determine needs for short-term 
technical assistance and request such technical assistance from U S A I D .  

-Plan training courses for the personnel of the mutuals and CACEN. 

-Work with the marketing manager of CACEN on the selection of an 
advertising agency to design and execute an institutional publicity 
campaign for the S&L System. 

-Work with the management of CACEN on the definition of the new 
accounting system and reporting formats. 

-Prepare quarterly and other reports for U S A I D .  

2. Short-Term T e w c a l  Assistance Directed at C A W !  

The information on person-months budgeted in this irection is 
obtained form the short-term consultant work days budget prepared by the 
USL in 12/2/85. This budget covers the period from October 84 to January 
87. Planned responsibilities and descriptions are taken from the 
February 1984. For the period from February 87 to January 88, 
person-months budgeted and planned responsibilities znd descriptions are 
taken from the 1987 contract. 

a) Savinas Mobilization 

ggtal Person-Months Budaeted: 4 months from October 1984 to 
January 1987, and 4 m~nths from February 1987 to January 1988. Total 
Budaetr B months. 



Days 7 4 
Montha 3.36 

Assistance in the savings mobilization ia was below budget. 
Out of 8 months budgeted, 5.73 months were used to date. 

-As~ist the managers of the a Associations develop individual 
mobilization strategies. 

-In conjunction with the management of each institution, 
establish individual timetables and targets for savings mobilization. 

-Assist CACEN in training the association3 in savings 
rnobilir.ation techniques. 

& o ~ e  of ActwI. Work U m :  

-Creation of product and services analysis committee. 

-Implementation of a medical consultation and food purchase 
program to attract savings. 

-Implementation of certificates of deposit. 

-Revision of savings plans and financial plans in each 
association. 

-Identification of problem areas such as savings acquisition 
in each association. 

-Development of a sys tem-wide market survey to assist the 
associations in savings acquisition and loan generation. 

-Creation of demand profiles by association for both savings 
and lending activities. 

-Determination, via the market survey, of median incomes in 
each market area. 

-Development of a NOW account prototype. 

-Review of documentation on savings mobilization activities in 
the system over the last 3 years. 



-Attendance and participation in t,he marketing saminar hold in 
oar ly June. 

-Visit to seven ~saociatioris and in-depth interviews with thrs 
management of theae aaaociations regarding their savings mobilization 
activities. 

-Provision of "hanas on" training and guidance to the newly 
appointed marketing manager in the course of their joint visit to the 
associationa. 

-Presentation of a report on hi8 observations of marketing 
practices in the associations. 

-Proposal of a model marketing plan to be implemented in 
specified associationa with the assistance of CACEN's marketing manager. 

1 W o n  - Months BudgBf;BB : 4.64 months from October 1984 
to January 1987. 2.25 months from February 1987 to January 1988. Total 

Total Person-Months Provided: 

Days 
Months 

Assistance in the financial planning area is below budget: out 
of 6.89 months budgeted, 3.68 months have been used. 

-Improve CACEN's ability to forecast economic trends. 

-Assist CACEN in the design, preparation and analysis of 
alternative financial measures and plans. 

-Improve CACEN's ability to assess and monitor the 
associations' financial situation overtime. 

-In conjunction with the Information Systems Advisor, produce 
a financial information system, which will assist each entity in the 
development of dynamic financial plans and strategies. 

Scowe of Actual Work Undertaken: 

-A review. of the nature of the financial information submitted 
by the associationa to the CACEN. 



-A review of loan terms f o r  AID advancen to the S&L syatem. 

-A study o f  indexation for loans and savings in the system. 

-Presentation of a financial management seminar, 

-Implementation of weekly financial reporting. 

-Implementation of a strategic planning discipline. 

-Break even analysis of the aaaociations. 

-Review of economic conditions as they affect the system 

-Review of profitability of housing project investments versus 
short-term lending, 

-Determination of disbursement requirements for AID funds. 

-Financial projections for the associations and CACEN. 

-A review of legislation governing the syatem. 

-Definition of financial monitoring needs of the system. 

-Presentation of strategic planning principles. 

c )  Portfolio Diversificatiog 

B t a l  Perso_a-Moaths Bud-8 4.05 months from October 1984 
to January 1987. 2 months from February 1987 to January 1988. Total 
k u d a e t :  d.OS* 

Per- - : 

Days 
Months 

Assistance in the portfolio diversification area is below 
budget: out of 6.05 months budgeted, 2.59 months were used to date. 

-Provide detailed technical advice in areas such as loan 
application and approval procedures and guidelines, qualification 
requirements, collateral and guarantees, and collection procedures. 

-Advise the associations and CACEN on loan portfolio 
diversification tactics and consumer and comercial lending opportunities. 



-Msctting with the ~fficiala of! 5 aaaociationa to review tho 
nature of their loan portfolios with regard to ratea, terma, and 
purposes of that loans. 

-Review of loan processing mechanics with various 
associations and proposo general guidelines in the area of automation for 
speeding up that loan analysis and approval process. 

-Review of credit analysis procedures in the associations. 
Proposal for the conduct of a credit analysis class to be held on a 
regional or nat-ionai basis. 

-Review of loan fee structure and methods of charging interest 
by the associat.ions. 

-Meeting with various officials of the CACEW to learn about 
their role in the lending process, such as is the caae with productive 
credits, a proqram largely spearheaded by the CACEN. 

-Development of a series of recommended activities for a 
follow-on consulting assignment in the area of portfolio diversification. 

-Diversification of loan activities into shorter term, non 
housing loans. 

-Reviews of loan delinquency problems. 

W$l Person-Months Budaeted: 0.5 months from October 1984 to 
January 1987, and 2 montha from February 1987 to January 1988. Total 
IwQ!l&: U m o n t h s .  

Dayll 
Months 

Assistance in the personnel management and organizational 
structure area exceeded the budget: 2.95 montha were used and 2.5 months 
were budgeted. 

-Advise CACEN and selected S&L associations on additional ways 
to improve staff management policies. 



-Aaseaa tho staff capabilit.ies o f  CACEN and aalocted 
associations. 

-Work with individual tqntities on staffing plans, needs, 
timetables and general personnel management policies. 

-Asneaa the staff capabilities o f  CAC'EN and selected 
associations. 

-Work with individual entities on staffing plans, needs, 
timetab1,es and general personnel management techniques and concerns. 

-Work wi": individual entities to implement recommendations 
(such as an incentive plan) made by the previous personnel management 
specialist. 

-Development of a prototype incentive compensation plan for 
the associations. 

-Review of existing personnel policies at CACEN. 

-Finalization of an incentive compensation plan model to be 
used by the associations to reward good performance. 

-Metjting with 3 associations to "sell" the idea of incentive 
plan implement~2ion. 

-Definition in detail of the requirements of a personnel 
administration manual and a salary administration program, and presented 
these requirements to the management and board of -';iCliS. 

-Development of specific incentive plans for each of the 12 
associations, so that they can be impl~mented independently as the 
management of each association Q ~ c J f l a s  to do so. 

Person - M o a U  Bud-: 1 month from February 1987 to 
January 1988. =Byagst: 1 m. 

Total Person - Months Provided : No assistance was provided in 
this area. Person-months available were redirected to other areas. 

£ 1  Jnformation Systems m d  Data Pro~e%a&ag 

Total Person - Months Budaeted: 1.32 months, from October 1984 
to January 1987, and 3 months from February 1987 to January 1988. Total, 
B u d c r e m  



- 2 8 -  

T~;&_&asd-~arMag t ha _Pr.~xi de rP r 

Z W  12Q.6 1 2-8.1 Tat;QJ, 

Days 3 9 12 3 9 90 
Monthn 1.77 . 5 5  1.77 4.09 

Assistance in the information systems area has essentially 
been as budgeted. 

e 
-Define the information needs of one or two SGLs. 

-Oversee the installation of one or two systems. 

-Develop a standardized set of guidelines for S&L information 
systems. 

S c o ~ e  of Actual Work Unaettakent 

-Negotiation with the equipment 
equipment to CACEN to ensure better terms. 

-Meeting with three associations 
possibility of standardiaing hardware and 
rdntenance and economies of scale. 

vendor supplying the computer 

outside La Paz to discuss the 
software systems for ease of 

-Meeting with personnel of CACEN to develop an organization 
capable of effectively installing the various planned information systems. 

-Work with designated information systems personnel in CACXN 
in the definition of reporting formats, data files, and backup procedures 
for the new computer system. 

-Assistance in developing nationwide data ~rocessing standeids 
for the S&L System. 

-Assistance in the development of a data processing evaluation 
system for association "La Primera." 

-Revision of the status of information processing in the 
associations and at CACEN. 

-Preparation of specific computer requirements for CACEN. 

-Identification of CACEN's software needs. 

-Review of computer proposals for CACEN and selection of one 
vendor to supply the data processing m e d s  of CACEN. 

-Development of acceptance tests for CACEN's software systems. 



Days 
Months 

Assistance in the potable water and sanitation engineering 
area was essentially as budgeted. 

-Travel to selected sites to confer and consult with community 
groups, the associations' technical staff, and representatives of parti- 
cipating water authorities regarding the design and installation of 
potable water and sewage systems. 

-Work wi,th CACEN's technical staff to establish basic 
construction guidelines. 

-Develop with CACEN's technical staff standards for water 
quality checks and system maintenance. 

-Advise CACEN and the associations on use of various materials 
far water and sewage systems. 

B o ~ e  of Actual Work Undertaken 

-Definition of construction requirements and material 
requirements for the first water project. 

-Identification of additional water projects and compiling 
project priorities. 

-On-site supervision of Guayaramerin project. 

-Review of the designs for the second and third water projects 
in Eermejo and Tarija. 

h. Ergcurernent and Inventorv Manaaament 

Total Person-Months BudaeteQ: .91 months from October 1984 to 
January 1987. Budget: .91 m o a  



Daya 
Months 

Assistance provided in the area of procurement and inventory 
management was esaentially as budgeted. 

-Evaluate alternative sources and methods for purchase of 
water and sewage system construction materials. 

-Help establish optimum inventory levels, 

-Help establish inventory control system. 

-Training of CACEN in procedures and techniques of procurement. 

The information for this section comes from the same sources as 
in the previous one. 

a) Pamilv Income m u r e  Bgal~sia 

- Total: 1.82 months from October 1984 
to January 1987. 

 day^ 
Months 

Assistance in the area of family income and expenditure 
analysis has been essentially as budgeted. 

1.' It should be pointed out that RHUDO/Panama and South America staff 
has provided a cansiderable amount of technical assistance to the GOB 

il over and above the T.A. provided under the contract. This was 
particularly true in 1987 when seven person/trips were made to Bolivia by 
RHUDO staff (Fuentes, 3 times; Lasa, 2; Gelman, 1; and Fernandea, 1) to 
provide T.A. in the area of houshg policy. 



-Refine the INE questionnaire and develop analytical framework 
necessary for reliable survey analynis. 

-Evaluate and further develop INE's methods of data collection. 

-Development of estimates for family incomes. 

-Development of income questions for incluaion in tho National 
Statistical Institute survey. 

-Refinement of national income estimates. 

b) Shalter Policv and Strateqy 

Peraon-Mon~Budasted: 1.82 months from October 1984 
to January 1987. 1 month from February 1987 to January 1988. Total 
Budaet: 2.82 ma!&& 

1 Person - Months Provided: 

Days 0 2 8 3 9 6 7 
Months 0 1.28 1.77 3.05 

Assistance in the shelter policy and strategy area exceeded 
the budget. 3.05 months were used and 2.82 months were budgeted. 

-Work with the GOB'S Xouaing Policy Coordinating Committee 
(PCC) and its working group to develop a national housing policy and a 
logical framework to make housing policy decisions that are mutually 
agreed upon by public and private sector representatives. 

-Development of general requirements for a national housing 
policy document. 

-3evePopment of an outline for a specific national housing 
policy. 

-Review of progress made by the Ministry of Urban Affairs on 
the development of a national housiug policy. 

-Meeting with the Ministry of Urban Affairs to review their 
recommendations for restructuring both the Ministry and the general 
housinq sector. 



-Meeting with membera of the con~tructAon industry and with 
tho  city of La Paa to ensure that their viows and needs wore reprnaented 
in t h e  overall scheme for national housing. 

-Performance of an analysia of housing construction, costs, 
and affordability using the PADCO-Bertaud model and developed rr written 
report outlining recommended solutions and approaches. 

-Production of o report analyzing the present state of the  
housing sector in Bolivia and describing a series of recommendations to 
develop a national housing policy. 

-Work with CACEN and the Ministry of Urban Affairs to define 
an implementation plan for the recommendations of the Vienna Conference 
on Houaing. 

Training under this Project consisted of seminars, courses and 
psrticipant training. Since May of 1989, when the first seminar on 
Zinanced Management was held in La Paz for 18 staff members from various 
S&L1s, approximately 180 persons have benefitted from 12 separate 
training activities. The courses and seminars were designed and given by 
the Latin American Training Center (LATC) of Panama City, Institute para 
el Desarrollo de Empresarioa y Administradores (IDEA) of La Paz, and 
CACEN. In general, the training activities were concentrated in the 
areas of management, finance and marketing. The following table 
summarizes the training component to date. 

ING GTIVITIES 

-Financial Management Seminar P.Lasa 
-Management CACEN 
Round tables 

-Visit to Mutual 
Arequipa, Peru 
-Marketing Seminar 
-Advanced Management Seminar 
-Computer Security & Auditing 
-Financial Marketing 
-Administrative Management 
-Marketing Management 
-Accounting & Financial Report. 
-Human Relations 
-Human Relations 
-Human Relations 

- 

IBEE 
LATC 
- 
LATC 
IDEA 
IDEA 
IDEA 
CACEN 

II 

II 

Location 

La Paz 
La Paz 
Cochabamba 
Trinidad 
Lima 

La Paz 
La Paz 
Bogota 
Panama City 
La Paz 

Santa Cruz 
Trinidad 
Sucre 
La Paz 

May 85 18 
Feb. 86 9 

9 
9 

April 86 12 

April 86 
June 86 

1st.Q 87 
Apr.10/11/87 
Jun.11-13/87 
Aug.28-29/87 
Sep.11-12/87 
Sep.17-18/87 
Sep. 25-26/87 

Total 178 
-- - - - 



The Project Paper and Amendment 1 authorizwl $1,650,000 in grant 
funds for technical asaistnnce, t-raining, project support and 
commodities. O f  that amount, $1,450,01)0 has been obligated, with 
$1,001,995 disbursed and/or accrued as of Decembor 31, 1987. Undisbursed 
and obligated funds total $448,004 as of that same date, plus the 
$200,000 of funds authorized but not obligated. The $200,000 in 
authorized, but not obligated funds, are expected t~ be obligated to 
PADCO for the T.A. component. To date, there is 6648,000 in unused 
authority and/or obligation8 under the grant component. 

Under the technical assiseonce contract with PADCO, about $373,000 
remains to be spent as of the end of January, 1988, which represents 
about 57% of the ~riginal amount budgeted. Grven that supporting the 
long-term advisor costs about $13,50OO/momth then $162,000 of the 
#373,000 in the T.A. must be earmarked for t!- at purpos-9 for the period 
covering February 1988 through January 1389. X s t  lnaves about $211,000 
for short term T.A. over the same period. The F'<.: 1 ;;.tag table gives a 
batter breakdown of the budget and its appli,. lous ,j:,~,: the initiation 
of the Project. 



B u m  
An Of! December 31, 1987 (US$) 

Disbursed Unsxpended 
Elemenf, Bu8aet: O b l . a  Bccount - 

T.A. 1,145,000 944,999 713,728 231,171 
Training 35,000 35,000 20,601 14,399 
Commodities 120,000 120,000 88,340 31,660 
Project Support 284,000 285,000 155,084 129,916 
Housing Policy 32,000 32,000 24,242 7,758 
Eval. 6 Audit 30,000 30,000 - 30,000 
Contingencies 3,000 3,000 - 3 a OOQ. 

Total 

Source: USAID/La Paz 



Ovarall, the technical assistance component of the Project has 
been effective. The consensus within the Ministry of Urban Affairs, 
which represents the GOB: CACEN, which reflects not only its own 
interests, but also the particular thinking of the smaller S&Ls$ and the 
two S&L's in La Paz, which reflect the opinion and ideas of some of the 
larger S&L's, is that the T.A. has bean very useful. They especially 
believe that the T.A. was essential in convincing the GOB to take crucial 
steps which permitted the System to remain solvent. The analyses and 
documentation provided by many of the technical assistance advisors was 
effective in helping the Government to reach decisions concerning the 
elimination of BANVI and the w e i o s  de Viviendg, the absorption by the 
GOB of the System's external debt, the creation of FONVI and IVS, and, 
most essentially, the focus on the private sector financial system, 
particularly the S&L system, as the motor driving the housing sector. 

In addition, the T.A. was effective in convincing USAID that the 
S&L system, in its moat dire needs, was worth saving. This reaulted in 
USAID providing PL 480 loans to the system to compensate for the delay in 
HG funding for shelter purposes, and to assist CACEN to cover its 
administrative costs at a time when CACEN was receiving no fee income. 
In the latter instance, CACEN, in all likelihood, would have had to cease 
operations, which would have been disastrous for the system. In any 
event, CACEN had to reduce its staff to the bare bones, which limited its 
ability to serve the system. 

In that light, the T.A. was also useful to CACEN in filling the 
gap in staff resulting from the reduction in force. While this was not 
the intent of the T.A., circumstances ruled otherwise. The long-term 
advisor was particularly useful in a quasi-operational role, although, as 
will be discussed later, his technical advisory role may be redirected 
for the remainder of the contract, 

The short-term advisory services covered a wide spectrum of 
services, and as might be expected, the effectiveness of their sarvices 
was mixed although overall quite good. In several areas, the T.A. was 
not only useful, but highly appreciatarl by all the recipients - the T.A. 
in information systems was one area fiting that category. Conversely, 
only one S&L has adopted the recornendations made in the area of 
personnel management, indicating that perhaps that area of T.A. was less 
effective. However, the DH&S consultants believe that both the 
short-term and the long-term T.A. was useful and effective, although, as 
will be seen later, we make recommendations for a more beneficial use of 
the T.A. for the one year remaining in the contract. 

Training is the other aspect of the grant component which has 
been quite relevant for the SbL system. From a qualitative stand point, 
the training has been effective, although the general consensus is that 
more training is needed. The course on Financial Reporting and 



Accountinq wee highly praised, and overyone agreed that courses of t.hat 
nature should be emphasized. CACEN and the long-term adviaor have been 
offective in organizing the various coursea, which included the 
involvement of two local training institution8 - TDEA & IBEE - aa well aa 
LATC in Panama. 

The princi,pal significance of the technical aanistance was that 
it permitted the StEL system to survive. Agoin, this waa not the Faison 
d'etre of the project, although USAID was well aware of the financial and 
other problems within the system when the Project was designed in 1982 
and 1983. The technical assistance also has helped the S&L system to 
regain its position in the financial and shelter sectors and to ensure 
that the private sector will continue to play a major role in those 
sectors. Had the private housing finar .e institutions failed, the 
relatively inefficient public sector would probably have mismanaged the 
overall housing finance sector, to the detriment of the country in 
general and poor people in particular. 

Because the S&L system survived, there continues to exist in 
Bolivia a housing finance sector that is: 

-Essentially private sector (perhaps the only one in Latin 
America), 

-Directing its resources to poor people, 

-Strong in the rural areas, and 

-Basically non-profit. 

The main lesson learned, banal as it may seem, is that technical 
assistance can make a difference. Technical assistance, when combined 
with a minimal amount of financial assistance, in this instance the PL 
480 funds, did ensure the survival of a key financial system, a system 
which has assisted some thousands of Bolivian families to improve their 
shelter conditions. 

Yet there may be too much dependance by the system on USAID. 
USAID has been working with the system since its inception in the 1960°s, 
a period of some 24 years. While the financial and economic crisis of 
the 1980's certainly changed the environment in which the system operated 
and necessitated the involvement of USAID to help keep it solvent, the 
role of future USAID assistance must be considered. What will the system 
do when the next crisis occurs? Will it be necessary to turn to USAID 
once again? 



Thore will be future crisea, although it is hoped not as extreme 
as the moat recent. But they may teat once again the financial viability 
of the ayatem, The SGL's themselvea, or at leaat the 66L'a in La Paz are 
acutely aware of the dangers involved in another crisia, and they believe 
they are batter equipped to cope, although not completely. 

The ayatem appears to be ready to taka off. In general, the 
financial condition of the overall system ia very good, with the 
exception of a few small S&L's. Moreover, long term financing under the 
HG program and from FONVI will permit a major increase in lending 
activity. The economy in relatively atable. GOB policy and, as 
important, attitude toward the S&L system are favorable. The remaining 
T.A. should, therefore, be directed to reinforcing the system within this 
posi,'cive environment and to helping the S&L system to achieve greater 
self-sufficiency and self-sustainability. How the T.A. will help to 
accomplish those objectives will be discussed in the next section. 

V. CE RECOMMENDATIONS 

Before moving on to the recommendations, it would be useful to 
discuss some of the issues, or perhaps concerns, facing the Shelter 
Sector and the S&L system. 

1. The GOB has made major strides in its shelter policy and 
strategy. It has adopted many measures that USAID views favorably, and 
more importantly are good and appropriate for poor people. Two of the 
new major instruments of GOB shelter action are FONVI and IVS, both of 
which are in the incipient stages of development. 

It is important, therefore, that those two agencies be 
effective in carrying out their mandates, particularly given the present 
favorable policy environment. The sooner those entities become effective 
and the sooner their activities become institutionalized, the more 
difficult it will be to change their policies in the event of a future 
change in economic and political policies. In short, the present policy 
needs a constituency and what better constituency than large numbers of 
families, particularly poor families, who can attribute their improved 
shelter condition8 to those two entities. 

USAID has a good relationship with the Ministry of Urban Affairs, 
which is responsible for those two new entities. As such, USAID has an 
opportunity to continue to support favorable GOB shelter policies, and 
accordingly assist the GOB to institutionalize progressive actions 
emanating from the Government. This opportunity should not be missed. 

2. CACEN is an institution with many roles. It is lobbyist, 
regulator, financier, educator, central banker and insurer. It carries 
out functions that in many countries are carried out by a myriad of 
institutions and groupi. More recently, CACEN has been asked to carry 
out on behalf of the Central i;~nk, the regulation of the SbL's, and while 



CACEN ha8 always had that rarponslbility, the level and type ot! 
rcsaponaibil.1 ty will now be much greater. How sf Pect lvr ia CACEN carry in9 
out all. these functions7 Probably in moat instances vary goodj in 
lobbying for the Mutuals"ntt;ceat, it hae few peers in Dollvia, But in 
0 t h ~ r  areas, it i n  less effective-in the regulatory area, for instance. 
Other questions crop up. Does CACEN have the right mlx of staff to carry 
out these functions, or perhapa sufficient staff, or even tho dlnsncial 
wherewithal1 to hire sufficient staff7 What should CACEN'a priorities 
be, or should all these functfonn be given equal priority7 Xa CACEN's 
organiaational structure such that it can carry out all of its assigned 
responsibilities effectively? 

This might be an appropriate time to take a hard look at 
CACEN's role and reaponsibilitias, functions and structure, particularly 
in light of its enhanced regulatory responsibility and its expected 
growth. If organizational improvements and adjustments can be mrda now - 
assuming they are necessary - then CACEN will be better able to carry out 
its assigned functions. 

3, There appear to be significant differences of opinion between 
CACEN on the one hand and the larger SCL's on the other, particularly the 
two associations in La Paa. These differences have been diacussed with 
some frankness in informal meetings between representatives of the two 
groups, and are well k n o m  to most people in the industry. Far example, 
the two large associatious feel is not adequate communication and 
consultation with CACEN, and that the institutional structure and 
procedures in CACEN are not strong enough. From CACEN's viewpoint, they 
feel that the S&L's are not responding adequately to the needs of 
low-income families. There are other differences, but whether real or 
perceived, they must be ironed out, so that the system can continue to be 
as effective as it once was, and as impoxtant, meet Bolivia's growing 
housing needs. 

4. The financial viability of the smaller SGL's continues to be 
an issue, and in fact, it is one of the areas of contention mentioned 
above. As long as some of the SSL's are not financially viable, they 
will remain a problem within the system. To use a comnon cliche, a chain 
is as strong as its weakest link, and this may very well be the case in 
the S&Z system. Something must be done to improve the viability of those 
SbL's, which may be as simple as increasing the sire of their loan 
portfolio, thereby increasing both income and capital. Nevertheless, 
attention must be focused on improving the financial health of the small 
S&L's. 

5. Finally, the ability of the S&L system to cope with the next 
crisis must be considered. This has already been identified as an issue 
in the section on lessons learned, however, what can be done about it is 
discussed here. While financial planning can bs a useful tool in 
countering the adverse effects of changes in economic environments, it is 
more useful to establish and implement good financial management. For a 
financial institution that frequently means ueveloping asset and 
liability management techniques that help an institution to survive 



ndverne events regardlens of the direction those events take. It: nlno 
means good information systamn that provide management with the necessary 
information to revamp assets and 1 Lab11 itiea. It means conatant 
portfolio diversification, which the S&L'8 are beglnninq to do quite well 
now. It also means good accounting systems that feed into the other 
information aystems, and it moans good internal control systems that 
prevent irregularitiee. 

If the SbL's can do well all those things mentioned above, 
than the probability of another crisis wreaking havoc on the system will 
be consi.derably lessened - but not 100 percent prevented. But in this 
way, dspendslncy on USAID jn future crises will also have been abated, 
something that is good for both USAID and the system. 

The areaa in which technical assistance should be continued can 
be divided into three relatively distinct parts. 

1. USAID should continue to assist the GOB in the development and 
impl.ementation of a national housing policy and stratsqy. Given the 
advances made by the GOB to date in this area, the continuance of T.A. 
would help insure the adherence of the GOB to a positive shelter policy. 
This is particularly true in light of the private sector orientation of 
the GOB'S housing strategy. Roughly 10 percent of the remaining T.A. 
should be directed to this area, given the complementary assistance from 
RHUDO, which is expected to continue. 

2. USAID should assist CACEN to review its role as the leading 
housing finance institution in Bolivia in particular and as a major 
participant in the housing sector in general. With its increased 
responsibilities as a regulatory agency, coupled with the prospective 
growth in the system, CACEN must be well positioned to carry out its role 
and functions in the years to come. About 50 purcent of T.A. should flow 
to this area. 

3. USAID should continue to assist the S&L's to attain their full 
potential as the primary housing finance institutions, and particularly 
to assist in improving the financial viability of the smaller SbL's. The 
remaining 40% of T.A. should be allocated to assisting the SbL's directly. 

C. W c a l  A s w e  to End - of - Proiect 
With one year and about $600,000 remaining in the grant 

component, DHdS recommends that technical assistance be focused on the 
following specific tasks. 

1. Long-Term Advisor - As mentioned earlier, it appears he has 
become overly involved in the every day operations of CACEN. This, to a 
large degree, has been necessary to assist CACEN to survive hard times. 



However, given the importance o f  providing aasistance to the GOB In 
po.licy and lncreaainq a i d  directly to the S&L's, he should reduce his 
level o f  activ:ty at CACEN, and i n s t e n d  redirect a part of hia efforts to 
the other two areas. 

While it is difficult now to ascertain how he might divide his 
time among the three areas, to start off he might try dedicating a third 
of his time to each area of assistance, and then make adjustments baaed 
on results. 

2. Short-term assiat:oibl e ~hould also reflect the need to focus 
the remaining resources to all three areas of aasistance. Priority, 
however, should be given to the following specific tasks: 

a) Assistance to the GOB to continuo the development and 
implementation of a national housing stratagy, which is oriented toward 
the private sector and which ,.Jlocates resources to poor families, T.A. 
from RHUDO staff will be complementary. 

b) Aesistance to FONVI and IVS in the development of 
procedures, regulations and standards, permitting those institutions to 
meet their objectives of providing low income shelter solutions for all 
needy families. 

c )  Assistance to CACEN in its efforts to become the SSL system 
regulatory agency on behalf of the Superintendency of Banks. 

d) Assistance to CACEN in reorganizing its managerial 
structure and operations to reflect its expanded role as the regulatory 
agency and the expected growth in operations and level of services to the 
system. 

e) Asaistaace to the smaller S&L'a to help them attain of 
financial profitability, or, in the unlikely event such attainment is 
impossible for all the SCL's, to assist in the orderly closing of 
unprofitable SCL's. 

t') Assistance to all the SSL's to improve financial 
management. Such areas will include: 

-Implementation of the new accounting system and tho chart 
of accounts. 

-Asset/liabf lity management. 

-Internal control and supervision. 

-Continued improvement in management information systems. 

-Loan application procedures and operations, and portfolio 
management . 



We dl:, not; claim t h a t  t h i s  exhnuat-s I he a r r a y  of t.ac:hnlcal 
nsniat.ance ncsndn, but we do helierve that: t h y  are Lhe monL urrjant and 
important. Aa tha.rne taaks a r e  implemented, o t h e r  nseda w i l  l surfnce. 
For sxnrnpls the reorganizat.ion assistance to CACEN nhould Iclnntify other 
specific T.A. needs to carry out the reorganization. 

Training activitiea over the next, year ahould complement the 
suggented T.A. inputs. Areas where training ahould bo focuaed are! 

a )  Participant training for FONVI and IVS staff. 

b) Continued trainlng in financial reporting and accounting. 

c) Asset/liability management. 

c, Portfclio management. 

e) Auditing to meet Superintendency of Banks requirements. 

Some training capabilities exist in-country. Over the past 
few years, ICXA has conducted three courses and ?BEE one course which 
were financed under this Project. The couraes they conducted were 
general businrbss a ~ d  management courses, which have a wide audieuce in 
the private sector and therefore demand is relatively strong from many 
groups. More specialized training, for example, in mortgage lending, is 
not available in-country, and therefore, outside training assistance will 
continue to be required in such areas. A more detailed analysis is 
required to ascertain the capabilities sf local training izlstitutioas. 
The shortage of time during this evaluation did not permit a more 
complete analysis. 

As mentioned earlier, USAID has made available grant and loan 
resources in the amount of 82.25 nillion to the SCL system to undertake 
water and sanitation projects. To date, six projects have been 
identified which are in one or another stage of development. A seventh 
project is being considered in Sucre. They cover a wide range of water 
and sanitation activitiea, including expandinq existing systems, 
construction of water tanks, home connections, new reservoirs, etc., all 
depending on the particular community need. The seven projects will be 
developed by a differbnt SCL's, which means that more than half of the 
S&L's in the system will have gained elrperience in this area. 

While it is difficult to say what specific support CACEN and 
the Mutuals require in the area, given the lack of an overall assessment 
of this Project (which is outside the scope of work of this evaluation), 



it wor~ld a p p o r  that t:,he pr  incipal need la f Irla~ncInl, not technical., 
na8istancr. CACEN appears to have a qraag on the technical requirements 
to implement projects, nnd If more fuxlds ncs available, CACEN ahould be 
able to sxgand thelr level. of activity in the water and narlltation 
sector. However, a more detailed as8essrrs;rt o f  this project should be 
undertaken to cletermine tho lave1 of Einancial resources that can he 
abaorbed, and the need for T.A., if any. 
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A N N E X  2 

1 C U A  CENTRAL DE I I W  
2 
3 BALANCE AI LA PRIHERA 
4 - - - - .. - - - -- 
5 ACTIVOS. 
b DISPONIBLE EN H I E  
7 DISPONIBLE EN Bs 
8 FOND0 DE LIQII IDEI 
9 EX161BLE A EORTO PLAID 

1 0  CARTERA EN I I I N  
11 CARTERA FERE-FONVI 
1 2  CMTERII Y-068 EN I I l E  
1 3  CARTER4 511-tl6-007 
I4 CARTEM CLMIENTE 
1 5  CMTERA CREDITOS p l  LA PRODUCCIOH 
1 6  1NVERS.EN TERREdS Y PROY.HABIT. 
17 OTRRS INVERSIONES 
: 2  ACTIVO FIJO 
1.9 TOTAL ACTIVOS: 
20 PASIVOS: 
2 1  lliORROS EN I I I N  
2 2  AHORROS EN HIE 
23 OBLIG.ESP.CONVENI0 CACEN.87 
24 PTHO. 511-ti6-007 
2 5  PTHO. Y-068 EN RIE 
26 PTMS.DESAST. (R.4RO)EH HIE 
27 PTflOS.pICREDIT.pl LA PRODUCCCION 
2 8  PTMS. CACEN-FERE-F O W 1  
29 EXI6IBLE A CORTO PLAZO 
30 OTROS PASIVOS 
3 1  RESERVAS Y PATRIHONIO 
32 TOTIIL PASIVOS: 

CONSOLIDADO PROVISIONAL DEL SISTEM AIP RL 8 RE mna M 1 % ~  
(En riles d l  Sus) 

GUAPAY LA PROHOTOREL PROGRESO T M I J A  POTOSI LA PLATA LA PAZ P A I T I T i  W T B T R  P M 3 0  9 F B 9 T S A  -------- -------- -------- -------- -------- I----- -------- ---- --- ___ 



L 4  PRIIIER4 6UAPAY LA PWIM)T#1O PRDGRESO T M I J I  WTOSI  LA PLATA L11 Pal PAIT!TI IIA&'TBTA ------- ----- ------- -- ---- -- - -- -- - 
35 T A U S  ACTIVAS: 
36 IHT.KIDISP.M A l U  24.002 24.002 24.002 18.001 18.001 36.002 20.002 21.002 21.001 39-04: 
37 1WT.slDISP.EY R I E  14.802 18.002 18.002 16.002 0.002 J.Wi 9.002 10.66: 19.511 Q.WZ 
38 IHT.rADO.DE L l W I D E Z  30.002 15.962 24.002 24.001 24.002 Zb.OG1 24.00: 30 .W 3a.W M.301 
39 IHT.SICARTBA EH HIM :0.002 n.wz o.wr so.oaz n.wr e 4 . w ~  H.W n.sn m o o z  ~ J J I  
40 IMT.sICARTERA FERE-fWl  13.252 13.252 13.252 13.252 13.2Si 13.251 13.252 13.29 L3.X 13.2% 
41 IWT.SIWT~ WE 16.002 Ib.W? 16.002 16.001 16.002 16.002 I L W l  h . W l  lb.301 16.002 
42 IHT.sICARTERA 511316-007 24.002 0.002 30.001 3.002 9.002 3C.902 36.041 21.W2 55.2n C.OGZ 
43 IYT.slCARm CtMIE#l€ Di R I E  24.002 27.002 30.002 30.002 4 2 . W  4 2 . m  42.001 21.002 42.982 ;O.JQZ 

~ ~ I H T . s I C A R T ~ I ~ E U I T . ~ I U P R O W C C .  13.002 13.001 13.002 13.001 13.WX 13.002 13.002 i3.MZ 13.502 13.X2 
45 IYT.SIIIIV.OL PROY.IYLBITAEI~IALES B.WZ 8 . w ~  8 . w ~  B.QOZ 8 . ~ 2  8 . m  a.001 a . 0 ~ 1  a.3: a m  
46 
47 T W  PASIVAS; 
40 IMT.IIO#~~.ESP.COW.CACE~~.I~ 0.002 0.002 0.0~2 0 . w ~  0.002 o.wz 0 . w ~  o m  c . a  a m  
49 l N T d P ~ A 1 4 # 4 4 ~  0.001 0 . W  0.002 0.001 0,901 0.001 O.W? 6.001 ?.X? 4 . a  
$0 IWl.rlDrn. u-oa M WE 1 0 . m  10.soz 1o.Soz 1O.tOX 10.502 10 .W 19.Sol :0.56x 2 10.502 
31 1WT.slYIIIIIOS M MI 24.W 16.001 24.00t 27.121 28.M '-542 24.242 2 7 . W  b.WX 42.7s 
52 IMT.SI~~WIRROS a WE 15.821 1 2 . ~ 2  n . ~ ( t  i s m  w.om A .  1 5 . w ~  ia.in 1o.m c.wa 
53 INT.S/PTII).PL.~~~ i.001 9.ME 9.W 9.001 9.001 9.002 9 . W  9.002 3.051 3.K: 
H I K l . s l i i l m  PTIIB.p/U pFioUCCIQ 9 9.90s 9 . W  9 . W  t.002 9.Mt 9.00? 9.602 9.W: 3.m 
11 ~~T.I/?W.U#W-CW-CWI 9,MI V . 9 9  8,W 8,Wl ?,Mi OsW %bat %W 5:M 9.UU , 56 
57 





Y4CS-PS7A 

OPTION NO.: 0 

U S A I D  / 3 0 L I V I A  
COYPREHENSIVE P f P E L I N E  P E P 3 S T  B Y  PROJECT 

hS O F  l P / 3 1 / 8 7  

ELEMENT NO. : 1 
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P I L  0 5 6 7 1  0 5 3 1 6 1  
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WACS-P37A 

OPTION NO.: 3 

2 i T E  : 1 ? / 3 ? / 2 7  
REP3RT $16: h3.: 3 i 

R I S S I O k  PACE Y 3 . :  3 3 

U S A 1 2  1  P O L I u I a  
C J . q P R E n E % S t V t  P I P E c L k E  R E P O R T  i ? Y  PEGJECT 

AS OF 1 2 1 3 1 1 8 7  
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