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PROJECT ASSISTANCE COM LETION REPORT ' 

September 30, 1992 

1. PROJECT )ATA 

A. Project Title: Low Cost Shelter through the Private Sector 

B. Project Number: 511-0567 and 51 1-HG-0072 

C. PACD: 
Grant Original 09/08/83, Amended 09/08/92 
Loan Original 09/18/94 

D. Implementing 
Agencies: 	 Central Batk of Bolivia (BCB) 

Caja Central de Ahorro y Pr'3stamo para la Vivienda 
(CACEN) 

E. Financial Status: 

(US$) 

Coniribujtions J AID Counterparts 
Planned Planned 

Grant 2,530,000 800,000 
Loan 7,500,000' 1,531,000 

1-. PROIECT BACKGROUND 

This PACR has been prepared by the RHUDO/SA housing officer cesponsible
for Bolivia (Dino Siecvo) in conjunction with the project's last technical
 
assistance advisor (Claude Bovel) and 
the USAD/olivia rade and Investment 
Office (Liza Valenzuela). 

2 The Low Cost Shelter Project combined a Housing Guaranty (HG) loan and a 
technical assistance grant to the caja Central de Ahor'o y Pr~sLamo para la 
Vivienda (CACEN) . Separate documents were established for the HG Loan--an 
Implementation Agreement with the GOB--and a Cooperative Agreement with CACEN. 

3 As of August 31, 1992.
 

4 In August 
 1991, the guaranty 	 authoriZacion for this project was reduced 
from $15.0 million to I0.0 million. 
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The Low Cost Shelter Through the Private Sector Project was signed on September 8,
1983. The project contemplated a Housing Guaranty (HG) Loan of $15.0 million, plus grant
funds for technical assistance and training of $1.65 million, of which $500,000 was authorized 
with the original Project Paper' and the remainder in Amendment No. I of July 1986. The 
purpose of the Project was to expand the private sector's capacity to address the shelter-related 
needs of Bolivia's low-income families. 

Although the HG loan was not implemented as scheduled in 1983 due to the political
problems then prevalent and the exacerbation of the country's economic crisis, implementation 
of the Low Cost Shelter through the Private Sector (511-0567) Grant began in 1984. In the 
context of Bolivia's severe economic crisis, the principal objective of the Project became that 
of ensuring the survivability of the private Savings & Loan (S&L) or Mutuals system until such 
time as the housing guarantee loan could be in"plemented. Twenty-four person/months of long­
term technical assistance were provided to CACEN and its S&Ls under a technical assistance 
contract with the United Savings League (USL) International, Inc. That contract also provided 
for a total of 23 person/months of short-term technical assistance in the following areas: savings
mobilization, portfolio diversification, financial planning and information systems, marketing, 
and personnel managenent. Under the Project, technical assistance was also provided to the 
Government of Bolivia (GOB) in developing a national housing policy. 

In July 1986, under PP Amendment No. 1, the PACD of the project was extended to 
September 30, 1989 and $1.1 million in additional grant funds were provided to continue the 
project's technical assistance and training program. Included in the Amendment was an 
institutional contract ($651,341) subscribed with Planning and Development Collaborative 
International (PADCO) to provide a long-term resident advisor in CACEN (24 p/i) and short­
term technical assistance in various fields (19.25 p/m), from February 1987 to September 1989. 
The focus of project assistance was on strengthening CACEN as the regulatory and 
representative body of the S&Ls and expanding the S&Ls role and performance as diversified 
financial service institutions. Amendment No. I also provided assistance to the Ministry of 
Urban Affairs (MIVJA) to develop a national housing policy, and funding to the National Institute 
of Statistics (INE) to further develop baseline data to determine the median urban family income. 

During the implementation period of the technical assistance tnder the Amendment No. 
1, the GOB undertook a series of economic measures which had direct 'impacts upon the shelter 
sector. The GOB shiflted its role from that of shelter provider to t'acilitator, that is, it defined 
for itself the rcle of facilitating and orienting the actions of the private sector, which would in 
turn assume the burden for producing and financing shelter. The Fondo Nacional de Vivienda 
(FONVI) was created during this period (July 1987) in order to concentrate all public funds for 
housing in one institution and provide long-term financing to complement the short-term funds 
mobilized by existing institutions in the sector, such as the S&Ls. 

ReEerence is made in the 
Project Paper to La Merced cooperative as an
 

institutional beneficiary under the project. 
 Early in the life of the project,
 
USAID made a decision to exclude La Merced, and, therefore, no technical
 
assistance was provided to that institution.
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In August 1989, under PP Amendment No. 2, tIle PACD of the project was extended
until September 8, 1992 and US$880,000 in additional grant funds were provided. Technical
assistance was to solidify the instituional strengthening of CACEN and the S&Ls, to enable
FONVI to expand its financial functions, and to ensure that all entities and institutions operating
in the shelter sector, such as CACEN, the S&Ls, FONVI, and the Superintendency of Banks,
perform their intended roles within the context of the overall housing finance system in Bolivia. 

Included in the Amendment No. 2 was a US$387,000 buy-inl to the Regional Housing
Finance Technical Assistance and Training Support Project (implemented by the hiter-American 
Management Consulting Corporation.-IMCC) of RHUDO/SA to provide long-term and short­
term technical assi;tance. Also included were resources to fund a PSC until mid-1991, to 
oversee the iniplumentation of the I1G-007 loan and the technical assistance under the companion 
grant. After the PSC left in mid 1991, the IMCC advisor visited Bolivia once a month through
September 1992, the PACD of the grant. 

Largely as a result of slow progress in the strengthening of CACEN, USAID established 
numerous conditions in the 1989 Amendment No. 8 to the Cooperative Agreement. During the
last two years of the project, the IMCC advisor's role was principally to ensure compliance with 
these conditions. The RHUDO/SA office wax principally responsible for supervising the 
implementation of the HG-007. 

This Project Assistance Completion Report covers both the grant to CACEN (511-0567) 
as well as the accompanying Housing Guarantee (1-G-007). Each has separate documentation 
and conditions. 

HI. END OF PRO,[ECT STATUS: OUAN'ITrATIVE TARGETS 

What follows is a summary of End-of-Project Status indicators which were included 
under the grant with CACEN: 

OQantitativeTargets Achievement at PACD 

9,500 loans to median income families 4,360 loans made by the S&L as of 
September 30, 1992. 

Increased amounts of FONVI's credit $25.1 milliotn channeled through the S&Ls 
channeled through the S&Ls. in 1990 and 1991. 

S&Ls share of savings market to reach S&L have a 10.9% share of the savings
11.0% by 12/90, 13.0% marketby 12/91. as of September 30,1992. 

118,000 savilgs accounts in S&I. System by 164,000 savings accounts in existence as of 
12/89, 150,000 by 12/90, 170,000 by 12/91. September 30, 1992. 



- 4-


S&L portfolio increasd to $62.8 million in $106.0 loanmillion portfolio as of

1989, $84.8 million in 1990, $96.0 million September 30, 1992.
 
in 1991.
 

As can be seen, accomplishment of (ie five quantitative targets was mixed. The system didchannel a considerable amount of FONVI loans and the 1992 loan portfolio of $106.0 million
exceeded the $96.0 target which had been set for 1991. However, one of the key indicators-­
loans disbursed--reached less than half (45%) of the 9,500 target. (It should be noted that !,heoriginal number was 19,000 loans, but when the HG-007 was reduced from $15.0 million to$7.5 million, the number of loans disbursed target was also cut in half.) Interms of tie savings
market share, another key indicator, the 13% target by December 1991, was also not reached
by the project's completion date of September 1992. Similarly, the number of savings account 
was smaller than expected. It is unfortunate that the project was not able to meet these latter 
targets, given that the Bolivian economy showed a marked improvement since 1985 and savings
in the formal banking system skyrocketed since 1990. This mixed achievement of (ie project
targets may be explained by a variety of problems within and without the S&L system, discussed 
later in this report. 

IV. END-O F- PRO.I FCT STAI[S 

A. Status ofI1G-1107 l.ediminghthrotm1kihile hu1tmmlmls 

According to tile "Imnplementation Agreement" which se.s forth the comditions of tile HG­007 guarantee and loan, the program was to "consist of financing for the purchase of new shelter
units and for improvements to existing shelter and lots to meet the demand by low-income 
families for affordable low-cost houtsilg throughout Bolivia." 

By and large, the loan placements under the Program have been made in accordance to
the criteria established in the implementation Agreement. However, one of the terms of the
Agreement specified that beneficiaries must be low-income clients. The Implementation
Agreement stated in Section 5.06: "Affodaility of ien -:lMited States legislation governing
the A.I.D.-Guarantied Loan requires that the benefits of the Program, to the extent financed by
tile Loan, be affordable by families that earn less than the median income inithe Republic of
Bolivia." This median mionthly income was established at $250. The distribution of the loan
placements from October 1988 to September 30, 1992, by income level, is the following: 

2 In a recent report, the Centril Bank of Bolivii (BCB) claims that

CACEN has not lived up to the conditions of the BCB-CACEN HG-007 Agreement. it argues that CACEN has not performed sufficient supervision of the iHG-007 loans
and that funds have been used for other purposes. Of a sample of 315 loans, theyfound tht 38 (12.06%) of thein had used forbeen non-permiijsibLu purposes and 18(5.71%) were improving homes for subsequent rental. [n addition, 69 (21.90%) of
them had been providud to families with incomes higher than the median mothly
income set at 5250. 8CBThe reports that CACEN has not p.-ovidwd the quarterly
reports required by the Agreement. 



No, of Loan 

Families with monthly incom:ie greater tian $250 875 19.87%
Families with monih!y income equal to $250 486 11.03%Families with monthly income between $200-$249.99 1,681 38.16%
Famniies with monthly income between $150-$199.99 537 12.19%
Families with monthly income below $150 826 18.75% 

TOTAL 4,405 100% 

As can be noted, 20% of tile clients receiving a IIG-007 loan had monthly incomes thatexceeded the upper limit of $250 established under the program. Of this client base, loan
placements by gender were 68% for male and 32% for female applicants. 

Based on the last financial compliance review for the loan 511 -IG-007, the placement
and availability of resources as of September 30, 1992, is the followinig: 

Amount disbursed by the BCB to CACEN $7,500,000.00 
Less: Disbursements by CACEN to tile Mutuals 6,125,150.53
Placements by Mutuals, pending reimb. by CACEN 545,347.56 

Amount Available $ 829,501.91 

The rate of the disbursements by CACEN has slowed due to the non-comnpliance of theMutuals' with the safety ratio establidied intheir loan agreements with CACEN. 

The ratio between tie Mutuals' loan portfolio generated Under the project and the debt
owed by them to CACEN, has fallen from a 1:1 to .92:1, and is lower than the 1.25:1established as a safe ratio for this project in tie agreements. Also the delinquency in the
Mutuals' loan portfolio under the project has recently increased to high levels. 

The low ratio stated above implies that the collateral of the Mutuals is not sufficient toneet their debt to CACEN. Once the project is finished, the $7.5 million disbursed by CACEN
should have generated at least a $9,375,000 loan portfolio by the Mutuals. 

What is happening now is that the Mutuals are recovering the principal of their HG-007
loan portfolio and using those proceeds for purposes other than reinvesting them in the project.
Of the 4,216 cumulative loans generated under die project, now there is only a portfolio of
2,179 loans. Eventually, this could affect CACEN's ability to service its debt under the proj.ct
to the BCB. CACEN wants to slow down disbursements under the Program to increase the ratio 
of collateral to debt of 1.25:1. 

As of the date of this completion report, the aniount of available resources has not variedmuch from the $1, 196,838 available at the end of April 1992, because CACEN had adopted, 

http:829,501.91
http:545,347.56
http:6,125,150.53
http:7,500,000.00
http:150-$199.99
http:200-$249.99
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wisely, a policy of slowing down disbursements to the S&Ls under the Program until tIle latter
had improved their ratio of collateral to debt of 1.25:1. 

CACEN will submit to USAID/Bolivia and RHUDO/SA a timetable for a progressiveplan with tile Mutuals to achieve the 1.25:1 relationship in their portfolio/debt ratio, and thetimely disbursement of HG-007 funds to the Mutuals for eligible expenditures. It is expected
that the program could be tinished before the end of FY 93. 

In order to assist tile four smallest Mutuals with arrearage problenis in their HG-007portfolio, All) financed in August 1992 the services of a S&L specialist to advise on the 
measures and policies which CACEN and (Ile Mutuals call implement to improve their financialsituation and the quality of their portfolios. Some improvements in the delinquency rate can be seen, especially after CACEN stepped ip its technical assistance program to the Mutuals in late1992, at the insistence of RHUDO/SA. However, twoall but Mutuals are still substantially
above the required 5 percent rate established by the RHUDO/SA office. Despite these high
delinquency levels, HG-007 disbursements front CACEN to the Mutuals have continued. 

B. Status (it'CAC.N 

A number of USAID recommendations were accepted by CACEN at the time of receiving
additional 'l'echnical Assistance funds under Amendment No. 8 to tile Grant Agreement, signedon August 4, 1989. Although CACEN has com1plied with several of these and attempted
resolve those remaining, 

to 
it has been thwarted in its overall efforts by a prolonged and taxingtight within tile S&I, system and from a series of events which were to some extent outside of 

its direct control. 

A first problem arose with the two large Mutuals in l.a Paz. The two largest Mutualsin the system, with approximately 70% of the system's deposits, were concerned with a lack ofcontrol over system-wide decisions. Despite repeated entreaties by CACEN and the provincialMutuals to engage them il System anddecisionLs efforts at System consolidation anddevelopment, they steadfastly refused to participate short of comjpletely taking over the System.

Worse still, 
 in many instances they actively worked to djestabilize CACEN. USAID attemptsto bring these warring parties together found :clio in CACEN but went totally unlheeded by the
La Paz Miutuals. It appears that the wOLllds resulting from years of a (op-down approach on thepart of CACEN were too deep to forget. Oly Aradical transformation of CACEN, including
change of staff, could possibly have allowed the two Mutuals anld CACEN to make their peace. 

Another major problem arose when a new Minister of Urban Affairs developed plans toexpand FONVI's role in substitution of CACEN, which lie proposed to eliminate. His positionwas buttressed on a study, which he commissioned, which discus.sed the flaws of the S&.system and CACEN in excruciating detail. Although (ie fiual decree issued by the GOB did notin the end effectively destroy C:ACEN (thanks mostly to efforts by the INICC advisor), it does
have the effect of substantially reducing CACEN's role as financier to the S&L System. Forexample, CACEN is now preclUded from making loans to the Mutuals and from continuing its 
profitable insurance operations (uinless and until its )lanned appeal to the civil courts against the 
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de(:ree is favorably ruled upon). Give"t that (lie ItG-007 was contracted prior to (lie Supreme
Decree, CACEN remains as tie channel for the loans related to this program. 

In addiion, A.1. D., reacting to the general slowdown in CACEN's operations and in thein tie speed of IIG-007 disbursements, was led to cancel $5.0 millionauthorized by IIG-007 on August 21, 
of the $15 million

1991. It seemed unlikely that the additional funds wouldbe disbursed in a timely manner. Moreover, as stated in lite August 1991 Action Memorandumto die Assislant Administrator of die LAC Bureau, FONVI was increasing the volume of itshousing lending and "this new framework, therefore, eliminates the need for the GOB to contract 
new external loans." 

Yet another difficulty which emei -ed was (lie fdailed entry into "productive lending." Inthe late 1980's, CACEN and some of t 'e Mutuals agreed to act as intermediaries for loans
provided for agriculture and agroindustry. These productive loans were given out withoutadequate loan analysis; many of them were politically related. hi part as a result of theseproductive loans, some of (lie Mutuals are now bankrupt. This has contributed to CACEN's 
own technical bankruptcy. 

A consequence of the foregoing was to so coml)letely absorb CACEN's energies andthose of the provincial ,Itluals rallying to its cause that all other non routine operations andinitiatives were to be post)olned over (lie many montlhs involved. This affected CACEN'sability, among other things: (a) to materialize a l)anned contribution to its capital base by theprovincial Mutuals; (b) to implement a rescue and technical assistance plan for (lie weaker
Mutuals in the System; and (c) to resolve (lie rift with (lie two large Mutuals. 

The various difficulties mentioned above have contributed to a somewhat bleak picturefor the S&L system. InSeptember of 1992, (lie delinquency levels on tie system-wide portfolioof $95,022,97) were at 22.37%. The $5.3 million 1IG portfolio had a system-wide delinquencyof 18.82 %,although almost 44 % of these arrearages corresponided to the Iour weakest Mutuals.The chart below shows tie loan portfolio of one of the weakest Mutuals,of Sel)tember 1992. As can be seen, 
the Mutual Pando, as

productive loans were in serious arrears. However, thehousing portfolios, both the IIG-007 and the PL-180, were at a (angerously high level as well. 
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ML,al PANI)O 

IOANS LOAN NtlMBiIt ()F
SOURCE AMOlNT i.)ANS I)IlI.INQUENCY PURPOS[E 

FOCAS $282,149 2 97.47% IPodutcive
 
FSE $38,4,542 ? 
 78.92% l1ioduccive
 
11G.007 $256,538 70 
 61.83% Housing __ 
PL-480 $219,996 34 76.28% Housing 
W-068 $27,342 1 95.95% Water & 

-_ _Saniitalion
 

Muhaal's $ $23"/,880 1I 55.841% liscellaineous 

$1,408,447 

TIiuis, CACE N 'sdegree ofcoInpl iaice withi IioilsSAII)'svaIiouis Ieconleda conlailiedin Ainiidnent No.8, nltist be evaluate d giving (:onsidcialioln to the above difliculties andConstitaiiits. Ilowever, without i doubt ((A(FIiN's iiabiliiy to pull its own house in order (evenafter ile very specific conditions established by ISAll) in(he August 1989 Amendlent No. 8)an( to p ovide eflective teinical assislance to the Miiluals had (lie eflect of weakening bothCAC[N and (he S&i. System, iiinkiig (A(CEN iiol . viineiable to the allacks friii (lie two l.aPaiz Muuals and the Miniistry of iian Aflaiis. 

What follows is a listing of(ihe coiditions speciiled iiiAiendinent No. 8and an opinionas to Ihe degree to which those conditions were met by CACI'N. 

IR ieiiiojlscojiieli3yl/ 1itiyilt:4 exlcifl 

1. CACliN should iiprove its inciial manageiliei! and its overall productivity.Other ieasures to be adopted are (lie otiilizitiol of iiivCstiiCmI )rofitability, and 
liet redullioll of S&I, L.oaln oclililiuciio:y levels. 

(omment: CACEN iiproved its ilternal management to a cc(ilaiim extent by hiling aGellnral anager byand intldetlaklihg sonic reoiganization fuiicliols.of lowever,despite A.I) .'s insistence, he (eitcil 
 Manager wis iever gianted sutificieiit authorityto handle some of (the Iomigstaiidiiig aiiol piessiiig l emltiiiS olf ( ACI.N. L.oan (linquitencyUinder (lie I( as007 loans wvell ias oilir lending of Ilic MIti(tials has beeii higli.colistiltitrpoll Iol" Seplteliter 1992 iiidicated Ilia 
A 

I( 001 loans (el (Iieincy was at18.41 % for ite Miiliials systemi. h'lie four weakest MIitiials hliI aitdliiluency ile of
43.98% on their IM1(007 loans. 
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2. The personnel a1d adzinislrative structure of CACiN should be ajused in 

accordance wilh a new organiizational structure, which properly identifies tie 
o)erational and service functions which CACUN should perform. 

Comment: The General Manager did reorgalize CACEN to lite extent possible. A
number of staff persons who had been there for many years were asked to leave.
Technical assistance to the M utuals improved, but not as much as it could have. 

3. As a corollary of the above, o)erational expenses \vilhin CACEN should be
adjusled, lefining budgets by del)artllenlt and accordihng to specific activities to 
be piel formed. 

(.owe: The Cencral Manager undertook a metliculuuis review of expenses alld was able 
to substantlially reduce them. 

Requiiei s lomd tijlly.rat ieiiclwith . 

4. CACLEN should adjust its financial sllUctre by imulleieiilling a caj)italizatiol plan
wilh the S&L.s. Also new p)roce(duies should le eslab lishied for tihe selection of
CACEiN's Board of l)ireclto;,, whith will give more re)reseltalioll to the S&I.s 
ill CACIiN's policy decisions. 

Co(Qemn: Oil this fi lot, cjilical to the unificalioi, of the S&I. syslem, little progress was
marie. Proposals formulated regarding tile cal)ilalizatliol syslem b)y IJSAII)'s long-term
advisor (see IMCC November 1992 Re)ort) were duly colsidlered by CACEN and
presented to the i)rovilicial lulials for impleanentation. llowever, (itle to CACEN's 
undefined siluation as a result of tile new decree, the )rovilcial N tuals are only
tentatively coiit ibLuting to CA(.[N's calpilalizattion (at nominal figures by the PAC)).
The two large 1a I'a. Mitials have reiai ned aloof film Ilese h)io)osaIs. At PAC),
CACEN's survival inl its 01 igiiial collh)Iclleilsive forili was \'ely nuch ill doubt, with both
the larger Lt 'az M utLals and the Miisty of'I Ii hai Aflairs havinig gone on recoid to
recoimend its reduclitll to a iiicl "Ie'tade associalioll". 

Tihe desire for increased replrsettllfion Iby tiC two La 'az Ni Liuals was never scliously
dealt wilh conlLisivcly by (CA(TN. 

5. CA(CEN should analyze Ihe ability otl Ihe System to stistaiii S& I .s that (o mot have 
the fiilanetial or ol)etliolal Cal)abi ily I) sustail tIllCInSl ves. 

C.mmuent: The focus Oil tle weak Mutials has centcred ipon a controversial debt
coldhollation issue as opposedi to the issue of whetlier ile small Mutuals aie actually
fiinancially viable. Given the livided nattule of the system -the Iwo wealthy la I1az
Muuials verstis CA(ITN and the weaker Niuitials Ihere was no )asis fiO1 which to
(eveho) a system wide Sulsidy progiamitI ftle weakest Nultals. As had been iC)orte(I
by Illllel()lls coilstillalts, thicle were Sotie v, liLals that to socialwele ci calec illect 
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needs, even when (hey had little possibility of being financially viable. For example, (lieMutual Pando was created in 1981 when (lie (ownl of Col)ija had only about 3,500
people. Mr. lduardo Fuentes, a RIJI)O/SA consultant who visited lie sIiall Mtluals
in September 1992, concluded: "Savings and loan suipl)oses an equilibriunm between (ie
financial and lie social. None of these two conponenls should )redomiinate illa)solue
form. Bit a solid financial base is indispensable for lhe operalions of life inslilution and 
its fill ill men of its social mission. 

6. A comiprehensive slialegic plan for (he S& I.System should be developed wilh (lie 
paIticipation of whichlie large S&I.s, shows specific actions to be laken (oachieve ile financial viabilily of (lie S&I. Syslem. 

C'ommentt: Fot many reasons, bolh internal and external to CAC(EN, as described above,
CACEN and lie S&I. system were never able it)develo)p a stralegic plan for viabilily. 

C. Iiiaiil 'iabili yof I SMvi8gIe I ua A-li! 

As expressed illSection 1.01 of lie inlcmenlalion Agreciiemn, through tie !1(.;007,
A.I.D. and lie Republic of Bolivia soughl "to revi(alize iolivia's savings and loan system and
to strengthen ils capacity to provide financing for low-cost sheller in lolivia, (hereby increasing
Capilal resources devoted to Ieeting (lie demand for adequate shelter alToidable t low income
famntilies and generating new emnl)Ioynent opportinities ini(lie housing industry 

In Cefe, Iolivia's savings and loan syslem was shenglli'ned in its cal)acity to provide
financing l,01r low cost shelter ill Bolivia . Accotding t (CACIEN s(amisfics, tle system has
financed 95, 113 housing loans for a phenoitenal $306,599,355 since its inception ill(lie 1950's 
to August 1992. Iliaddition, ile pirject facililatcd ie creation of life government housing fund,
(lie Fondo Nacional para la Vivicnda (i:(NVI), which has caiptured millions of dollars each year
for housing finance. Nevellhielss, Ihis apprecial ion shotuld nol0 minimize (he seiious )roblems
still remaining within tle S&I. Syslem--financial vinthilily being oime of (lie key areas of concern. 

The Imnjlleiieniation Agreentit slaled illSectioi 5.02: "F!!il a1twiial Lihily )f fl._iyg
and_ .oa...ityhc! h'Ilie (A(l EN shall ensume ilie long el i i financial viability and gtowilh of theSavings and L.oan Syslem. The CA(I-N agrees that financial viability inctides, amiong other 
aspects (hi may be identified, (lie following: A. lil inatling dependence on ex(ernal resources;
B.Maximizing plt-oi on investments; (. Achieving anid mainlaiiing positive rates of return oii
loais consistmit with miaikel conditions and gove inienlal rt(pitilcients; 1). Sound and
approptiale inalagele policies at(d procedilles incilding adequate personncl recruiltent and
llaining; and F. !Effeclive sUlpervisioli over tle pa litcipaling Mutluals." hlese objectives have 
been fulfilled as follows: 
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1. Ulinliina ijig ILe~pendkA oLexteral .resources 

if "external" relers to "fiiding fiolii iller'itiollal sources", then we can say thatthis objective has beeni achieved. A imajor domestic source of financing was developed with
FONVI based on its important receipts from payroll contribuions of 2% by Ihe employer andI % by tie employee. Fron these receipts, FONVI has applied more Ohan $23 million throughthe PACD to financing low and medium income moilgages by the S&I. Sysem. Uilii now, (hisfinancing has been made available oil a fuill liability loan basis to (:A :1I N for oilenclig by it
to iidividual S&l.s. Recent reforms ill official qul ifical iol of instilttiomal financial
inlermediaries (i FIs) will permit FONVI to make its fimaicing directly available to idiid(lual
S&l.s. A program refninemen ecommended by IUSAII) consultants would allow -ONVI to 
purchase mortgages fiom individual S&l.s, rather than mal-ing loans to fhiem, with a view toadvanciig a )roposed secumitization of mmi (gages for placemenit in (lie cot-wiIry's pivate ca)ital
narket. This would enhance EONVI's role as a seconldary milarklet illveslor and greatly expand
(lie sources of domestic financing for lower income morigages. T[he (3013, however, has not 
made any atlelipt to follow up these tecommemidalions. 

If "exlernal" refels to "domestic sollces exterlnal to the S&I.. systell," as opposed
to savings, tihen this obljective has been achicvcd 10 a mitdcrate CxIciii. lChe dreposit ba':e in (lieS&I. syslemut has growin considerably ($127 million in Auigiist 1992), however, almost 80% of
tie savings are f'ound in the two largest Mnlumals ini I.a Paz. 

2. _ViAxizi.g p pqiL j. _yesiientjs 

CA(CL-[N has instittiled a policy to maximize its pi olit on iivestments. O)n tieincome side it did nol have much looim flr manctvei g as its investments were i li(ed tocertain ap)roved miaLket instmtllellnis and its loanls to the S&MI Systemt, which were )riced toreflect bolrrowing costs consislfen with Ille Itee( to ilakC inidividlual IllotIgages available to S& L.borrowers at going matnket rates. ill oil (lie expense side, it did lake a niumber of ineasures toIeduice costs. Iii st, a thorough restuctiiiiig of CA(CIFN's oganizational fiamiewoik wasumidertaken to match its new (and more limiled) opeialional equi reiies. And, second, a newbudget was adop(d discaldinig stl)eCfIlolns costs, elimminat iig redmldaill slaff anid replacing
illefficielit )ersomnel (a piocess imiplcmenmid in stmages and which still contintues). Although
maximizing j)rofits miay have been a policy at (lie level of ( 'ACN, it does not appear to havebeeni a great concern of many of ihe Nlututals, WliChi are Itoday plagued with bad loans and a high
percentage of nonI - oducing assets. Accodiig to Mr. Fuenles' Setl)tember 1992 mepoiot, (liedelinluet t loans of the S&I.. system represenlted 12,4% of the system 's net wolth. 
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3. AhIlievinm maiiapin!gpIr. j Is.cnt witiIIioaj yve raIes of 
na.ket conditiolnlial .gov enrL requjre,..Cpjs 

The S&L SyslenI places loans frolM its ownv resources at maiket rates. Loansfunded frot FONVI sources are also placed at market rates, except where governmenialrequirements dictate otherwise. CACIjN's inlerie.lialion of loans to (he Syslem are pi iced so 
as to retain a margii adequatle to cover its operatintg lequileliellts. 

4. 1!! Le!neeilug Svfinju.i lp!.te .n!iagelncn!L .ici.2.j poceure 

At tihe insislence of USAID, CACEN establishcd a new posilion of generalmanager and recruited a quailified execulive to fill it. lhis manager assumed full responsibilityfor iln)lenltilg the reqItiretnenls of lis section wilhil the S&I. system. Untfollunately,
!)olitical and inIra-syslem disagreements have conspired to negate a inore effective discharge ofthese responisibilities. The hollon IiIe, however, is that (CA( bINhas done only a fair job ill thisarea. The smalliMiltuals, ill paticular, have eceived only spolalic technical assistance and
trahlig. Tihe general llliagers ill SOile of tihese associations have pefo iled very poolly and 
have n1o( beeni reliove(. 

.5. Mijhhi~gefecti ye..upevjioi v~Le )a.ijl ttig .v1 itah. 

Overall, ole would b)e hiald l)ressed to say tllat (A('I-N had (Ilich lessIllaintained) an effective sulpervisio n ovei tie NIt ilals. hlie selions fill;ancial l)roblIIIs foudll ill
lmianiy of the Mul,uals today (il I)ecelber 1992, of the9 oil I had deli(lelncy iates above10%) demonstrate that CA(IN hIas ben till ablle to hlandle this role effectively. It should benoted, however, IIimat CACIiN's ftlning law gave it tie iesl)onsibilily of Ieing b(oth lronoter

nIld supervisor of tile systelil StaksS tilti-- whichi iltely rci)Ieselt it co1[li.:l 1fili(eres. 

ortnlillately, i receilt Iefoliniilation of lolivia's financial sector sulperse(led
substlanltially hllanged ( "ACNrole it 

and 
r ile cemter of the S&I. Systlem. Regilat ioi of the S&ISystell's finlcial operalionls now vests with the Centrat ialnk and its sUlervision with theSuperilnendellcy of Bilanks. 'uls, CACE;N has been effeclively lclicved of hIlese resl)osiiililies. 

Filalncial via)ility of CACI(N and the S& I. Systemi as it whole is all oell(uestioll. Four silall Mutials and CAC[iN are on tie verge of banklt iwoy. It relains to be 
seen whether a sohlitioll Canl Ie folnld ill older to rescuie Ile S&I. System ill Bolivia. 

V. LES _ONS _LEAR-P !,i-E 

USAIl)/Bolivia' s exlpCIlence wihIthe low Cost Shelter Tlhlrough the Privale Sectorproject and lie accolllpanyillg JIG 0071 iprovide a rich basis for aIti imIber of lessoIs learned. 
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A. % ii .,Y 

Many USAli) programs al(otid (lie woild have lallen prey to (lie iltlusioi (fhat inancial)rograims for (lie poor are social and not financial programs. lie sad restilt is (hat social goalscannot be met because (lie instihrajon collapses as a result of its inlabilily to support itself.CA(Ii'Iq is a classic example of social goals laking precedence over financial viability goals. 

CACEN had the noblest olf inlentions: to make housing finance available to all low­income Bolivialls by opening Savings and Loai Mutuals ill every depatilmliet of Bolivia.lowever, at leasl four of tie Ilutluals were opeled ill areas that canevel today barely supporta full-service commercial bank, much less a financial institution (hat onliy largels (lie housingmarket. These small Muials have weak management and CACMIN, seemingly more interestedill proilioting new Mutuals thall ill iaillailliug existing ones, has lnt provided thel withsufficient lecliical assistance. Radical steps should have beein taken by (he Mutuals (wili thehelp of CACF.N) to improve iiatletluiate loan analyses, to lower high delinquiencies andilistilite tough colleioll policies. to
Those NIlitusals which could 1)ot sutivive given the low volumeof ol)erationis should have merged villi other sI ionger Nllrtuals or shortld have closed. Subsidiesto mailitaill housing finance services ill remole improlitable areas should not l)e (lie role of a

)rivate sector system, ratherS&I. bilt of (tie govern ment. As housinug consultant lduardoFuentes said ill his Sepiiember 1992 rei)oilt "except ioi il el-folIs" to maintaii housing servicesill remole areas of lolivia "are the pl incipal resj)onsibi lily of Hloliviall iinstihutions, such as (lieSuperintendency of Blan ks, tile Centimal Hiak and (lie kNIiiiist y of lilousing and ltiIban Affairs,
tndI riot an illternational instilution such as USAII)." 

Since thele is no exleinal source of (onor subsidy, suippotling imislitutlions which are notfinancially viable will lead is nowhere. We rin tile risk of losing Io lh (lie instfitutlion and (liesocial cause. This may be the fate of the Bolivian S&I. syslei. 

B. Thie-lmitaic.|cg u'. l1.c Suijwrvisio! 

'To tle best ol our knowledge, most of' the low ilncome loan programs supported underIUSAI) programs (sutch as S&i s and cledil tilliolls) have noit had exlernal sUlpervision . Webelieve many credit ui ion disasteis coild have )eein aveile(t by havi ng reliable suiervision" 

CACIHN 's "supervisory" pwes, granied by its foutiidiig ILaw, were never adequatelyexercised. To be fair, however, it seemis that gruiit ug stpcrvisory powers to CA( iN was amistake. it was a conflict of* iilerest to have CA( t:N fuiicion as a proir(oer of (lie S&I. systeias well as its sul)ervisor. Ithndrstaiidably, the haii choices ol (he sil)lvisor were never made. 

The obvious lesson dirawii flo1 Ihis exl)crience is that sulpervision nmst exist and that itItlS be indepent. I lad there Ieeli iiideenemit supervision ear lier on (supervision ol Mutuals
by it; Stiperintendenicy of Banks stailted oiily il 1990), truibled Mutuals would have eilierreformed by necessity or ((icy would have beci shut down. Withouil question, a seriousindependeiit regilaboy body iiislills a necessary fimacial disci)line ill tle suipervised institutions, 
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a role which a promoter organization is incal)able of fulfilling. It would L)e advisable for fulture 
projects of this Sorl to require Su)ervisioni as a condition of siploll. 

C. hmmag eil-by-CALON 

Inslitutions lanaging t JSAID pirogramis should be strong and technically COllpetelt, ifwe wish to see good and lasting restlls. Management deliciencies were )revalent ill CACE.',N-­
deficiencies which ullimiately impacted negatively ol tfie syseiln as a whole. 

Al insightful evaluation of CACIEN and tlie MItitals condticted ill 1989 (by Mr. Pedro
Lasa) revealed sone serious Imanagemit problems wilhin the S&l. system. AlhotlighImany of
lie solutions were faiily clear-cul, CA(CiUN never fully imnl)len ltdl the reco eiiendations.
CACEN should have: a) undertakeni supervision of iuluhals more rigorously (anld if illable given
the conflit of interest alluded to above, it shoulld have establ ishled a semi-indel)eldent
supervisory atil); b) provided Iimely and competeintlechnical assislance to weak Mutiuals, in)
both Ilei, housing poi otllios andI thcir lioductive lending )ortfolios; c) beemn willing to go to
cotlai when Mltluatils were ill debt (it is only now beginning to do So seliously); (I) transforimIed 
its topdown approach il to a service oienlted 1oll)onis i ) alpproach. Although Iliese ideas were
discussed veilbally and ill wriling vili CACIN since at least mid 1989, CACI.N iever really
imi)lemenlcd them. AIthough (iSAI) and RIIIJ)O/SA hla little "financial" leverage, a mistake 
was )robably :nade ill not lying luthuc stl)l)oit under Ile I!16 and the grun to cleaning house. 

I). AllD jT Ma)i..e_.iil 

One final lesson that enmerges frot the exl)ciicnce is that subslantial programs should be
itanaged by USA!I) staff who have i penlianent in-country )rcsence. Respon(ling to pressure
fron AI)/W to consolidate the Missioi's )oilfolio of i)roject, tie Missioni deterilined that the
housing sector wotild he redluccd and that a i lousing Officer vias no longer retllired. ''lht, tlie
final two years of (lie housing p)rogrami were Itanagedl )y R11111 )O/SA with the assistance of a
shorI lelm advisor who visiled Bolivia four o Five dlys )er lloiilh. This lesulled ill insuflicient 
coverage and conitinulity. AIthough the giant withi (A(IN has finalized , lie Mission continules 
to be asked by valitlS goveriimteital and(I private illslittitiolls o become involved in decisions 
regaidiig CACEIN andlihe Miltials. As mentionedl above, CACIiN and four Nltiuals aretechnically bankitlip, and credilois such as ihe Ccil tl anilk, the IO(A S piogran and 1'L-480, 
are knockiig oin JSAII)'s door comto ii ) witi solutluits. 

VI. P 1 - !I() _I ()oNrr)iIRN; 

Although Ilie grant wilh CACiEN teiliiated ill Septemlber 1992, lhe I lousing Guarantee
continues tIhrouigh 1994. The I! Ui)O/SA olfike will peir'orm all Imnoiloring and follow-up
work for ile lIG through its completion (late. A final evalualiol of tle CACiN grant was not
considered necessary, since I ISAII) an .I it )()/SA had sufficient in forlation flom CACIEN
and Ihe technical assislance advisor. This coliij)htlion iel)oil itakes lie )lace of tihe final 
evaluation. 
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Vil. L(limJD 1:9M ' 

In the completion of this Project Assistance Comipletion Report (PACR) by RilUI)O/SA andUSAIDl/Bolivia, who had joint responsibilities for the management and implementation of theLow Cost Sheller through the Private Sector Project 51 -11G.007 and 5 110567 grant since 1983when these activities were started until their close out in 1993, both offices have been in fullagreement with the contents of this report, exce)t inl a couple of areas. Whalt follows isRIIUDO/SA's perceptions and conclusions which differ from the text presented in the PACR: 

Page 6 Last sentence in the fourth full paraguaph ftoim tie top of this page: "lDespite
delinquency problens with some Mutuals, I hG 00"1 disbursements firon) CACEN 
to the Mutuals have continued ill tandem with CACEN assistance to get M utuals 
with such problems to addhess themn". 

Page 8 'o pul things into a prolper) perspective, RIIUI)O/SA Consuilant, Eduiardo 
Fueintes, discovered and concluIde( in his August 9 to Seplcmber 7, 1992, Bolivia
TI, Y Report referred to oin page 8 of the PACR that: "it should be noted ihat the
high level of airearages is not exclusive to the S&I. System. The comnmercial 
banks' total airearages as of 05/31/92 were 11S$120 million, which represented
8.23% of thcir total i)o tfolio anid 85% of tie consolidated lnel wotlh of tie
baiking sector in Bolivia. (Source: Nogales, ( lltict & Cariaga ieport,
"Resthiucuaing and Sltengthening of -()NVI", )tuie, 1992)". 

"The analysis of the S&I. system's total polfolio shows that the IG0(W7Piogrami , ill spite of its high level of ammaiages, is the best of all the S&i, 
progranms ini Bolivia. 11. 12 % of the loans have between one and three ovetdue
paymients and 7.29% of Ite loas are umlcr the I'Meclosure process. All these
IhG-00"7 home improvement loans have motlgage guaranties which mean thepossibility of recuperalion is high. Most of* tle other loans, including the
prodlictive credits have peisonal guaranties. The cedits leut by i:(NVI have beenlabeled "governtent opetal,. as" which considerably lowers the possibility of 
recutpeialion". 

"My analysis is that tite pioductive loan credits have nol only conitibteld littleof social value, but they have pusheditl least two of the S&I.s and C,('ACEN itself 
to tie biimik of failure. On tite other hand, Ite IM1 007 Pogram has fulfilled a
social role directed to low-income gioups while making it possible for the S&L.
associations to develop a oiolIio that despite problens is totally recoverable". 

Page 10 Second fill paragrapli fromlt) of page. CAC! H itmade substantial efforts to dealwith tie two L.a l'az NIutials' desire furi ilcicased tepiese tation, but Ite results
of its eflols were nut comclusivc ill acstlvinlg the pltblims at hall simplybecause the two l.a Paz iult als were nlot willing to collie to the table with 
attitudes to colpromise and adhdiess prC)oblets. 
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Page 16 Add ile following (hiId paragralph to lIle Sectionl ol l 

III closing, ii should Ibe lnoled thal tine Silpel vision of tine S&I.sysICiii becalic tile 
respon.sibilify of file S lltel)cnnilidenicy of' Hannks and flie (('enlial Hank or Bolivia
inn I).llcember 1988 (alle nany yeanls of inadequiate stipinvision by neginialory
agencies of lite (OBl). ihe tole of IJSAII) was to hel) stllingilhell ile S&L system
and (AC.N through (lie tchnital assistance illIhe Collpanioll gi anlt to fie 1iG
loaln. ConcenIns OVCI tlie ilanlagenicint or CACN were not considered problematic
1mi1fl 1988 1989 whell sluldies showcd its weakinesses -- es)ecially tite l'edho ILasa
sludy cied above. At that litle, tie lecinhi ical assistaice was oit 1en(I ioaddiess 
speciflic )piollenis, inlitlIing those of manageicnt IHowever, llnanagellell
decisiions aInd neoganitaion wen1 the ietsponsil)iy of CACEiN amlitne S&LI1.s,
not I .SAII). IUAI) lineasmnilCs stic mmnalo onias tline iumn I( 007 disntlrsenlienss 
IoCA(CIFN ill1989 wen. designed to thing aboti cihanges, whose degicc of 
collpetion or inll)icnlncllt ion, aie )no(cdelsewh n iii tie PACR epo1. 

Page 16& 17 'lihe ieference matl illline AlIl./i_ cLt iirugc.i~il. se(:ti(n ;tnout isu flcienl 

co\,erage annd cotllnluity being plovidcd l)y tine sholl en11nadvisor who visited 
Bolivia fourl. five days )et nnnoinilqinines ine claiicalioin that Inhis was because 
tile Iolivia M ission inlnlicted Inal it had io addii)nal giant| fnintds to contiltnlle 
fol fillanncinng a residentnl advisonil Bolivia fon tine finmal two yeats of line houlSinng 
progra inn 

Clearance: 

William II. _2( J)Yacg:r, l)ilecor, I IIJI)O/SA /leIo!n 


