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PRODUCTIVE CREDIT GUARANTY PRCGRAM - BOLIVIA

Table of Contents

Part I: Summary and Reccxmendations

Part II: Project Background and Tetailed Description

A.

Background

1. Background of Guaranty Progranms

2. Bolivian Financial System

3. Other Similar AID and BCB Activities
L. Swamary of Studies Done for the Program
5. Prograz Rationale

Detailed Cescription

l. Guaranty Mechaniszs
2. DBorrower and Loan Eligibility Criteria
3. Participating Lenders

Part III: Project Analyses

A.

Technical Aralysis

Technical Assistance

. Lender Profitability
Irpact of PCGP on 3orrower
. Summery Opinion

F W N

Financial Analysis

1. Portfnlio Growth and System Liquidity
2. Guaranty Fund Financial Projections
3. Seasitivity Analysis

31
35
36
36

L2
k9



D.

Social A-alysis

1. Socio-Econamic Profile of the Target Group
2. Social Feasidbility of Program

3. Distridbution of the Benefits of the Progran
L. Role of Woxen

Economic Analysis

Part IV: Implementation Arrangements

A. Analysis of BCB's Administrative Arrangements
1. Institutional Analysis
2. BCB Role in Administraticn of Fund

B. Role and Responsibilities of Participating
Lenders

C. Role and Responsibilities of AID

D. Implementation Plan

E. Zvaluation Arrangements

f. Corditions, Covenants and Negotiating Status

Annexes

A. Leter of Application

B. PRP DAEC Cable

C. Draft GCuaranty Authorization

D. USAID Director's 611(e) Certification

. Cost Estimates for AID Grant Financing

F. logical Framework

G. 2PPT Network

56

56
29

61
61

63
63

67

vy

70
70

N



Part I. SUMMARY AND RECOMMENDATIONS
A. Facesheet
B.  Recommeadations
The fallowing action is hereby submitted for AID approval:

- Productive Credit Guaranty
Authority, pursuaat to Section

222A of the FAA of 1974 : $2, 500, 000
= Technical Support grant financirg $ 68,500

C. Description of the Progranm

The principal objective of the Productive Credit Guaranty Program
(PCGP) {n Bolivia is to provide {nstitutional credit to persoas or groups
who presently lack access to such credit because they possess insuf-
ficieat collateral to meet the normal requirecents of the leading iasti-
tutions.

A Guaranty fund will be established in the Central 3ark of 3olivia
(3CB) for the purvoses of guarantying 75% of eligidble loans made by
private financial institutions under the PCG® in Bolivia. The Fuad will
be capitalized with s guaranty comn‘ssion of 4Z on short terz loans and
5% on zediun and long ter= loans pald on each loaz aade under the systen,
and will be supported with up %o $2.5 =illion i1 A3 guaranty authoris:

under the 2C52 and up to $1.25 =!lilicp frcm the 3C3. unds for leading
under the guaranty srogram will coze from the rescurces of the vartici-

Tinm

pating lending instituticns or froz= estaslished refinenclog Zines ad-
ainistered by the 2C3. Technical assistance and loan supervisicn will

be provided to torrcwers oy :he participacing leaders and private and
public technical assistacce ~rganizations Jinaaced ty a tecanical
assistance Mund adninistered ty toe 2T3. Tetalled ogerating nanuals
containing ctrecise eligidblisy criteria and orcaraz requiasicns, procedures
and guidelines will te deveioped by the Pund's adzinistrative uni® fn the
BCB befcre initiation of the crogram, and will be used by 8ll oartici-
pating firancial institutions. The prograz will he izmplezented on a
pllot project besis for approxizstely four years, l.e. until Tececter 31,
1981, subject %o vericdic Joint USAID-3C3 evaluaticns of {aplezentation
progress.

A
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possible. This approach would entail a separate agreezernt signed by
the participating lenders {r which they agree to lend a specific

anount over the projected four-year izplementation period, subject to
the ter=s of the USAID/BCB guaranty agreewent. This agreement could

be signed before the expiration of the Section 222A authority and would
ccnstitute the issuance of the AIL guaranty.

The Missicn requests clarificaticn of this proposed alternative
and approval or an approech whkich would allcw us %o resolve this crucial
feasibility issue by establishing a program which will operate through
Cecember 1981,

2. Rural Housing

In La Paz 5C6€ of June 29, 1G77, the Missicn requested AID/W
approval in principle for ircluding rural hcusing as an eligible
lerding category under the FCG? {1 Bolivia. tate 1745¢1 responding
affir=atively to tois request was received July 26, too late for <his
elezent %o be discussed in dezail with the 3C3 and included in the raper.
Cn tke basis of whis agrrsval, USATT and tce 3C2 will work cut the teras,
criteria and ccnditicns %o te appiied to rural housing fcllicwing orogrex
authorizai:icn. Preliminary, these woeuld {nclude 2 maximim lcan -izit of
$2,CC0 per hcuse Tirunced, a limitaticn of this element to murel areas,
i.e. areas zore tlian 10 tilcmeters frcm a city of 3C,2C0 cr zcre
inhabitents, a limitaticn of the annual net inccze of eligible sorrcwers,
and a requirement of 2 suhstantial cczgonent of seif-help, and would

: ien

tlempt o Iccus tkhe constructicn of these hcuses {n areas where other
2CGP prospects are ifdentified. Ziigible lenders wouid include she
Savings and ILcan Systez as well as cther (nterested private financial
institutions, Tentatively, the tor:folio of lzans of this category
would te limited to 20% cf the tcotal guarantied pertlolic.

3. Uce cf the Guaranty

In accordance with Section 222 o9f the FAA, AID will receive
a guaranty fee of 0.25% of the face value exount cof all loans suarantied
by the PCGP? in Bolivia. <The Mission requesss clarification of the use
ol these funds, and aprroval, if possible, to prearam all or part or
these funds fcr purpose: related to the implementatic: of the guaranty
prograzm, e.g. for technizal assistance activitias for PC52 borrowers.

L. TDAZC Issues

The following indicates the sections in “he PP which address
the issues raised by State GLO13 of April 26, 1977. {Annex 3).



a) Target group - Parts II.B.2 and III.C.
b) Project liquidity needs - Parts II.B.l and III.3.

¢) Relationship to other AID program - Parts II.A.3.
and II.B.1l.

d) Institutional capability - Parts IV.A.l, IV.A.2, and
Iv.c.

e) Technical assistance to borrowers - Parts III.A.1l and
III.A.3.

f) Effective interest rates charged to borrowers -
Parts II.B.l and III.A.3.

g) Collateral requirements - Part II.B.l.
h) Participation of non-bank institutions - Part II.B.3.
F. Conditions Precedent and Covenants

The conditions precedent and covenants are described in Section
iV.F. page 70,

G. Composition of the Project Committee

1. USAID/Bolivia

Scott E. Smith - Development Resources 0ffice
Ernesto Garcia - Development Resources Office
Fernando Torres - Controller's Office

Mario Salvatierra - Controller's 0ffice

Isaac Torrico - Rural) Develcrment Civisicn
Richard Peters - Rural Cevelopment Division
Marcelo Miranda - Prograz (ffice

Charles E. Costello

Regional Legal 4dvisor

2. Banco Central de Bolivie

Huge lLang K. - Sub-Gerente Financiero
Dinah F. de Portillo - Chief, Divisidérn de Desarrollo
Alex Zegarra V. - Divisidn de Lesarrollo
José Torrico - Divisidn de Desarrollo

PP drafted by: Smith, Garcia, Torres, Salvatierra, Zegarra
and Torrico.



Reviewed by:

Approved by:

Robert K. Clark, Chiaef, Develorment Resources
Office, USAID/B.

Melvin L. Van Doren, Controller USAID/B.

Richard K. Archi, Chief, Program Cffice,
USAID/B.

Bastiaan B. Schouten, Acting Chief,
Rural Cevelopment Division
USAID/B.

Frank B. Kimball, Director, USAID/B.
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Part II: PROJECT BACKGROUND AND DETAILED DESCRIPTION
A. Background
1. Background of Guaranty Progranms
a) OPIC

The Cverseas Private Investment Corporation (OPIC) in response
to the provisions cf Section 2LO (Moss Amendnent) of the FAA, initiated
a credit guaranty prograz in several Latin American countries in 197
Origitally, OPIC had active guaranty rrojects, xnown as the Camunity
Credit Guaranty Prcgram (CCGP), im four countries, Brazil, Honduras,

temaia ancd Panamd, Major difficulties in the CCGP socn arose.

Because of the limited guaranty authority {(25% of a lerier's eligidble
portfolio), few private lenders were willing tc participate. The 14
guara:’y cxmissicn was inadecuate to prlace the program on & self-
sufficient tasis, In addition, nc provisicn wes made for zechnical
ass*sta.ce o borrowers in prcject design and (=dplementeticn under
the Prograz and a large nutmher cf projects fell into defau’t because
{ the need for cuch assistance, Controls to assure that “crrowers
did rnot otherwise have access tc instituticnel credi: were inadequate
and investigations dexonstrated trat the few particirating institutions
were often lending to =zery of their traditional custcmers., Finally,
OPIC founi itself unebie tc operate the program effectively frem
Washingtcn.

As a result of this early experience with the (LGP, OPIC
designed the Productive Credit Guaranty Prcgram (PCGP), which features
e bigher U.S. Goverrmment guaranty limit (50% of a lender's eligible
portfolin), the objective cf a self-sustal ining guaranty fund, a
cozprehensive technical assistance ccmponent and greater involvement
by a country's central mornetary autherities. In 1675, the PCGP? prograx
was transferred to A.I.D., pursuant to Section 222A of the FAA of 137k,

b) PCGP in four other countries

At the time of the trensfer of the FCGP to A.I.D., the eariier
OPIC projects in Guatexzala and Honduras were still active. OFIC was
well advenced in designing the revised PCGP in Honduras, and AID
decided to pursue its first Section 222A authority project there,
A PP was presented for the Honduras PCGP in Novezber 1978, and the
guaranty agree=ent bYetween AID and the Konduran Central 3&?& wWas
signed i{n June 1976 In addition tc Henduras, a FCGP in Nicaragua
has now started crerations and in Paraguay and Cciczbia guaranty
agreements are about to be sigred and PCGP operaticns are expected
tc begin shortly.
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Although no concrete experience has yet been gained frcm the
implementation of guaranty prcgrams in these other countries, the Mission
and the BC3 will plan to remain in close ccntact with these cther ccuntiries
during PCGP {mpiementaticn in order to take caximum advantage of relevent
experience with those procgrams. In June, 1577 a seminar was held in 3cgova
to discuss the FCGP program. Representatives from USAIDS and Central 3Zanks
of 3olivia, Colcmbia, Henduras, Nicaragua and Paraguay attended. The seminar
provided an oprortunity o exchange ideas and experiences up to this point
and similar seminars will be held annually {r tke future to continue this
exchange.

2. Bolivian ™Mnancial Systenm

The following is a brief description of the Bolivian financial
system through which the PCGP will be implemented. It should be noted that
the financial system includes institutions other than the private ccrmercial
banks, whick will affect the guaranty program by allowing selected non-bank
institutions to particirate.

The 3Bolivian financilal system is ccomposed of the following institutions

a) The Natiornal Cevelorzent Council, an entity that establishes
the Governzent of Bolivia (G0B) priorities based on the plans oropcsed by
the Ministry of Planning, evaluates the funciioning of the national finan-
cial syste=, and approves the regulations and dispositions of the Ministry
of Finance and the 2CS3.

b) The Ministry of M™nance, which forzulates he financial solicy
of the country and surervises end coordinates {ts functicning, authorizes
the establishment of rew foreign financial entities, advises or matters

related to public finencial entities and negotiates all foreign financing

sl b

né supervises such Tinancing in collabcration witkh the BZB,

c) The Bancc Central cde 3olivia, which advises the GCB through
the Ministry of Finance on mcnetary and financial policies, =manases the
national monetary reserves and channels credits and otker financial
cesources througk <he acplicaticn of roretary and financial instruments.
The BCB alzo regulates the functicning o2f firancial entities and acts as
Tinancial agent of the ICB in the handiing cf internal and foreizm dedts.

vian naticnal tanxing system, which i{s ccmposed of

d) The Bol
4

4

private and pudlic ccmmercial and sveciallczed banks. The only state
cwned ccemmercial tank {5 the 3anco del Zsmaddy, which has its central
oifice and three tranches ‘n Za Paz and <% agencies distributed
throughcut the sountry, ccvering mcst oI the orinciral cities and
towns. The 3anco del Zstado has particizated actively (n refinancing
TRA-1 and TRI ‘Agricultural and Industrial Fefinancing Mund) projects,
but recent GC3 zeusures nave axclugded Lt from oagricultural lending.
The private commercial Zanking system is x=ade up oI twelve private
natioral and six Ioreizn Tanks. [See Tadle I for a listing 2f these
barnks and the lccaticn of their egenciss,, The LI tanks have a sotal
of 92 cfflices tarcughcut 30livia, primarily ccncensrated ‘n the

e

it

Departrental caritals. Wwith the excepticn of =hcse which nave been
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active in the FRA .2 program financed under the Basic Foods Develcp-
ment loan (511-T-052), these banks have had a primarily urban orient-
ation and have lent on relatively short terms for traditional activities
such &8 constructicn and com=ercial credit.

In the formal ficancial system, the effective interest rate
for camercial loans is 25% (ncminal interest of 15% plus a 3%
contribution to an exmpleyees’ fund and 7% in taxes)., For prcductica
credit in areas such as industry, artisanry and servrices, the effective
interest rate is 1&% {15% ncminal interest and 1% in taxes). For
certain specific %tyres ol procucticz lcans - such as producticn and
rarketing cf cotten, scya, coffee, weed, <o ugar and livestceck,and
nousing censtructlicn and premotion of nen- ional exports - the 1%
additicnal tax L5 remcved end the ras d tc 15%., Hcwever,
according %o recen% change: in b n cn loans with

terms of 2-5 years within <his ¢ rete remains

16%, all of which is received by i . On credits refinanced
by the 3C3, thr ial prograzs as AZD-Firanced FRA and

FRI progre=s, & wer ar

esently 12-135+,
A 2inimu= of 129 annu
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al interest is gpald cn savings accounts, Tim

ted in zesos bolivianos range frem 10 3/L% for SO

day zinimum depcsits o 1) 3/LY for 3€C-dey minimum deposits., Tize
ted in foreign currencies zarn 9 per annux,

Tee specialized tanks are develcrzent tanks and do not accept
current acccunts or savings derosits Ircz the public. The pudblic
specialized banks - the 3ancc Agrfcola de Bolivia /BAB) and the
Banco !Minero - receive funds from the geverrment and frem fereiagn
lcans. The 2A3 has 1ts central office in La Paz and 67 branches

nd ageacies thrcughout Bolivia, In additicn, BAR has specialized
persornel whc provide tecnnical assistance on supervised lcans,
toe Trivate sector there are cwo develcrment banks, the
Banco Industrial S.A. (3ISA), which provides loans for the develcp-
aent of private industry and aining, «nd the Banco de Financiamiento
Industrial. BISA has its main offices in La Paz and has agencies in
Santa Cruz, Crurc and Tarija. It also has specialized technicians
to provide technical assistance to its clients ‘n the ‘ndustrial
sector. The Banco de Flpanciamiento Industrial has had very limited
activity tc date - zostly in the Cruro area - and he: only a limited
technical s

&

)

e, lNon-banking financial i{nstitutions

L) Savings and Lcan System

The 3evings and Loan system is privately-owned and is ccmposed
of the Caja Central and 9 savings and lcan asscciations. The Caja

¢ The BC3 is studying a USAIT/3 prorosed %o standardize the irterest
rate on all refinancing progre=s at 13%.
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Central dictates the operations of the systex, provides rmortgage,
life, and FHA insurance, audits the operations c¢f the individual
S&L associations, provides technical assistance to the asscciaticns,
The associations are located in the capital cities of ecach Cepart-
ment. They receive savingc dedosits and {irance the construction,
purchase, enlargezent and imprcvement cf housing.

{1) Ratioral Federation cf Credit Unions (FEMACRE)

SENACFE is made up of 180 credit unions distributed through-
out the urban and rural areas cf the country. The credit unions
receive savings deposits frcm their mexmbers and xmake lcans anong
the mezbership for a variety cf purposes. FERACRE was recently
irncorporated as an intermediete credit institution for the FRA -2
prograz and i is expected that it will play an imperinat role
under the guearanty program.

i41) Ccoperativa Muitiactiva "La Merceg"

The multipurpcse cocperative "La Merced" is lccated in Santa
Cruz and has 20 urbarn agencies and works in 76 rural towns. It has
36,000 members. It cperates a credit union and supermarket for it
merbers and has astivities in urban and smail farmer credit, medical
care, and housing construction.

iv) Cocperativa Muitiactiva "Madre ¥y Maestra"

This multipurrcse cooperetive is located in Tarija. It has
12,3C0 mezbers and is engaged in <he following activities: credit
unions, industrial activities, education, hcusing, health and a
program to provide assistance to szall farmers.

v) ra el Deserrollo Social y Zccnémico (DESEC)

o«
o
3
(34
o]
(o]
B

s a private crganizaticn formed to help in the integration
4o

4
of the poor se in the sccial-econcmis develorment of Bolivia. One
c

of the main e es cf the entity is tc organize local level "base

crganizations” Iormed by comunicy centers, asscciations of small

farzers, croducticn centers and cocperatives, DISEIC has developed

srecielized crganizaticns faor prejects on education, egpriculture

(ASAR}, za%tle, nandicrafsc (AMERITIAY, rmarketing, health and hou ing.
-

DESEC receives income frox the services it rrevides, the salie of
Froducts, end assistance :unis Ir foreign agencies., It has offises
in la Faz, Crurc, Cochadambta, Fotes! ancd Senta COruz and is expected
tc becme an eligitle intermediate credis instituticn under the FRAL-2
ard other BCB ircgrams sncrily.
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iv) Agro-Central

Agro Central i{s a private entity that organizes small
farmers into cooperatives in the Sucre area and jrovides financial,
technical and marketing assistance to these cooperatives. It is also
under consideratior as a potential credit intermediary for the 3CB
refinancing and guaranty prograns.

3. Other Similar AID and BCB Activities
a. USAID/%livia programs
1) Industrial Refinancing Fund (Loan S511-L-043)

The FRI loan was sigued for $7,CC0,CCO {n Sertember
1972. It provided for a rediscount xzechanisa in the 3C3 for inter-
mediary firancial institutions which zade loans %o borrowers in the
private sector for the creation, expansion and/cr =cdernization of
industrial enterprises. The FRI lcan was disbursed within the anti-
cipated three year pericd, and benefitsed froz the participation of
all but two danks within the priva%e banxing systexm, as well as th
3anco del Zstadc. Alihoush nc parcticular exthasis was gziven 0 agro-

indusiry o szmall enftrrziiscs L the design of the profecs, 6{ of
the orisiial funds were allzcated %o a;rc-i:dus:r°, and €€% of all
loans made under the progrom were for 850,0CC or less. Since .he
beginning of the inglementation of the .can in Januasy, 1973 the
fRI nas extended lcans %5 private enfterprises "stallinz 311,3C0,CC0.
Of tke 195 loans approved to date, Y7 have been for fizuncing the
expansion of existing i{ndustiries, 37 for z=odewmnizing enterprises
and 61 for “he creaticrn of industries.

{1) Agricuitural Refinancing Funds {loans S511-5-0k2 and
511-T-C52)

The first FRA loan was s‘gned for $6,C00,CC0 in
Novezber, 1971, for the purgcse of refinancing private, pudblic end
nixed enterprise lcans for the prcduction, storage and zarketing
of agricultural produccs. The 2asic Foods Przduction locan, or FPRA- 2,
wag signed in Sertemver, 1975 for 3£,0C0,CCC. This loan was :arg
toward the szall farmer for cthe producticn of basic focds such as
wneat, corn, sorchmem, rice, cuinca, soybeans, cotatoes, Teanuts, da.ry
produc.o, vegetadles, Irults, poultry and foraze. The maximum asmcunt
of sud-ioans is $5,03C. Leans o cooperatives cor organized farx

l‘b
0
[

4
v
a

groups are eligitie on a particizating Jarm basis. Eligitie sub-
borrowers are derfined on tne 2asis of inccze, an? of nectares swned
and cultivated. Intermediate credis insitusions receive 295 32 <he
13% interes: rate, wnhlle the 3C2 receives the rexaining 5%, o
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cut of the twelve private naticnal banks have participeted in FRA-2
to date, although rmany of them have rarticipated at very low levels
(twe of the rexzaining three are industrial tanks ané the ctrer one,
the Banco de La Paz, was caly recently ceated and is expected %o
participate this yearl The ievel of participation of the rrivate
banks has been limited ty a number of ceastraints, including the
following:

- most of the banks lack technical capacity to eveluate and super-
vise small {armer loans

- clients are lccated a large distance fram the bank office

- the administrative costs for the FRA-2 lending are tigher than
other operasions '

igh risk in lencing to small farmers Frincipelly
le experience working with small farmers and
traditional type of guaranties or collateral

- the banks perceive a h
because they nave lite
spali farzers lack the
sought ty the banks,

lictwithstanding these major constraints, 419 of the FRA-2. loans,
totalling over $1,000,C0C, have been made by the prrivate banks. A few
have particirated to a significant degree. Tnese are primarily the
regiorsl banxs such as the 3ancc de Potcs{ end the Banco de Crédito
Oruro. Threse “anks have generally been flexible with ccllateral
requirezents, often atcepting perscrnal guaranties of other bank
clients in lieu of physical guaranties. In other cases, such as
the Bancs Mercen:til in Cochadazde, she bank has =ade grcup lcans
through  imstizutions cuch as DISEC, with the guaranty of DEZSEC for
repayzent of the lcarn.

1ii) Special Fund “-r Zconamic Develcpment

Repaycernts of three earlier AD two-ster loans {Loans S11-L-01%
- 029, and -031) have bYeen allocated to the Speciel Pund for Econamic
Develorment, established ir Fedruary 1567 oy Suprece Tecree 07911. The
3CB administers these funds, which are relent through participating
banks for activities in the following sectors: :.rndustry, agriculture
and livestocx, export indu tries, civil constructicn, and housing.
A total cof $2€.L millicrn had been lent fra this Fund as of July 20,
1977. At least iC% ¢f the resources availadbie framw *this fund zust
be lent for agriculiture,

]

iv) Rurcl Dnterprises and Agro-Industry.

[

The M13sion s now preraring the PP for the Rural Enterprises and
Agro-Industry prclect. The objective of this loan is to increase the rer
capita incme and improve the standard of living of the s=all farmer end

>

rural poor populaticn. Truis proiect will focus on three different kinds
of activities:
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agro-indpetry, rural enterprises, and handicrafs., As with the FRA
and FRI projects, <his loan wil> be channelled through the 3C3 for
lending thrcugh rarticirating private and rublic fipanclalinssitusions.
Agro-industiry projects will be lccsted in either rural or urkan areas,
but will have %o de:cns’“a*e “*eﬂt Senelits tc szall farmers, Tte
rural entertrises flnanced «will be lccated in mural towns and will
involve sz=all crmmerci 3;, indus:rial and service activities. Artisan
activities will te lccated either in rural or urban areas and will
be limited tc activitlies which use as inTtuss a significant zortion of
prcducts preduced by small Sarmers.

b) Centrel Bank experiance

In additicn %o the three AID-financed funds descrised atove,
the 3C3B established a special refin ncing line of credis of 31.5
aillicn oriepsed %cward arsisan trojects in 1974, The maxizm acount
of sub-lcans was set at $3,0C0. In the remarxably shere reriod of
approxizately cne year, the entire line of credis was dichursed to
865 artisans, with an average lcan size of o-,750 The Tezar<ment
{ Ccochebexbe received 3% of these credits, Chuguisaca 2¢%, Tarija

16% and Santa Cruz L%,
¢) Effacts of ACGP on these programs

fPA- , FRI, Special Pund for Zconczmic

Rescurces ,
exs Will be used for 'efinancing

Cevelomment and ¢
eligivle lcans un

ty pregrex, The amcurnts used !
these Munds will De smmll in compariscn with the size of the rescurces
avallatle, hcwever, and <he prograz s ncs exzected %0 have an adverse
effect cn these ?u:d Sroamoa Sinancial point of view. inte these
refinancing lines are presently srienzed %o medium and ilarge torrcwers,
the guaranty program will nct ccmrete wish Shem bus Wwilli, racher,
fccus & Criicn of these rescurces sn small Jarmers, businesszen
and ertisans.

The PCG? {s zcre likely <o cveriap wisth the FRA -2 and Rural
Znterprises and Agrc-Industry proects. dowever, the guarensy
srograx tas oee: designed %o avcid, %0 tihe exsent rcssitle, ccmpetion
Witk these cther progrems, This has Seorn dore thrcugh targ :ing ané
through providing different finprcial incertives <o =he Tarticizating
lenders for Tarticizaticn ‘n the wvaricus Irogrexms.  Through :h TRy
or Fural Intergrises srocjects, tanxs will lend primarily to small
farzers cr tusinessmen which ave usficians acilaceral S zees
thelr reguirements, This is %2 Te eXxtected, since she landers nev
ne other ruaranties, Therelfgre, in sarms af targeting the Trograms
ar° cczTlamantery, since the 05T addresses crly these ocrrowers

thcut she Tegu.ved guaranties., In terms cof finmancial ingentives,
t e lencers '1ll rutelive 25 - 37 zcore s she interess racte Srread
and 205 =ore reflinancing under the 242 and Sura) Intertrises trolects
than under the PCGP, (See Takle 2, 3, :f ). 1w chjective ¢ this

VA


http:g-ara-.ty
http:guara.ty

-1 -

was to offer sufficient incentives ¢c particirpate in either prograz.
These financial incentives will be continually reviewed to assure
that they are having their desired effect and that project designs
do not include a bias against one prolect or another,

L., Sumary of Studies Done fcr the Prograx

Two studies were centracted with local consulting firzs %o
assist in the preraration c{ the PCGP and the Rural Enterprises and
Agro-Industry project. The first cf these _Was a study cf the 3Bolivian
financial systes Gone by the firm GIASE® The stuly presented a detalled
descripticn of the reguiaticns governing the banking system, the
distribution ¢f all tank cffices in the counsry, an analysis of legal
reserve reguirezents, interes: retes, porvfclio cmpositicn and
growt delinguency, and guaranty 'equire:ents. In additicn, the

vudy exa“ ined nrncn-bank financial instituticns. The ctudy includes
cver 12C <atles, which include detalled or:fo;ic infermatica cn each
bank Ln <he systex,

The second study was pe~fcrmed by the firm IS anc ana’ized
the demand for credit feor rural enterpr ‘ses, agro-indusiry and
artisanry activities and examined the need fcr and the ava‘labil Lty
cf technical assistance services fcr the design, arnalysis and/or
xplexerntation of these types of d-ojects.* The study was btased
on interviews with over SO0 businesszer and artisans in 52 areas
throughcut the country. The study showed a demand of reerly $245
z=illicn for agro-industry, r"'al ernterorise ard artisanry grojecsts
in Belivia at this time, although showed that there was little
technical ascisctance avai-able in rural areas %o helr desd
implexent these prcjects.

<t

5. Prograc Raticnale

The potential ccntribution of the proposed prograxm to the develorment
objectives cf bcth the Goverrment of Bolivia (GOB) ané USAD must be
assessed in terms of bcth rast deveicrments and the curreat sisuation.
During the past decade, growth in the Bolivian eccncmy has bheern
characterized as sharply duelistic, The malor resource flows, both
externel and interral, have been directed at a narrow, rt-oriented
segment of the econczy, e.g. :Ln ra.s, vetrciewr and gas, and scme
commerciel agricultural export cperaticn, principally sugar and cotton.
The resuiting growth has teern -a.gel" c pital-.n:ensive, woich does
not generate substantial exployrment and therefore has :ct significantly
ixpacted cn the level of welfare of the majcrity of the pcpulation.

®* GIASE, "IZstudio del Sistema Bancario Nacional", 1977
**ESEM, "Estudio de la Dezanda de Crédito y ns-suencia Técnica en el
Secter RPural," 1977
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Despite the rel a’ivelJ st'ong dexand for credit {n rural areas, the
incidence of credit channelled Soward rural areas in Bolivia at the
present tine i{s severely l._i:ed.

Access %o the resources of the private banxing system by small

farmers, cc::u:ity &rcups, and szmall-scale entrepreneurs is limited

rimarily by high ¢ "a*e'a‘ requirements for cttaining lcans. Collateral
g

requirex:nts are usually twice %ze rxmcunt of a8 lcan, and often are
higher. In additicn %o the wnesfordacle collaseral *eﬂui:e:en:s
potential berrowers in these groups vre gererally unfamiliar wi:a
the banxing systex and ;*a: it has tc offer, and there ofter exise
language differences 3z

Which zmakes access tc %he 3v3

these grcoups as higher risk b

N el e] ‘m S A oo
ups and the tanking ccrmunity,

eluctans To axten
""‘"‘8.""" - "‘"’ude

their ¢ ticns =0 inc)
tbe private tanks generally
undertak2 the prcmoticn, addis

for lcans to these groups.

Tne prcsesed guaranty program &s cesigned <0 address these
constralints by greatly reducing the risx ¢f the lenders cn Trolecss
undertagen by these groups, by providing tecnnical assistance s the
banks and <o tcerrcwers and trrough nrcemetic S eh sgraz ic
encourage g*ea’e' gwarseness ¢n the uart ¢ -°e: rzups 3 the

rescurces avaiiatie frcm the orivase finmnci L System., The guaranty
Prograx  wculd ccontritute %o the Misricn's gcal of increasing ger
capita inccme and <he standard of ilving of the rural zcer by
Dramoting priducstive credis in rural areas. These investzents will
help alleviate conssraints .o increased szall farmer inscme such as
lizites zarikets, the genersl lack o7 actor zargets for agricuisure)
inputs, and she deartn o: agriculiural-related service 2nterprises,
The promcticn of thes tyTes of investments in rural arcas is axzecs
o inject new i(ncentives and %c rrovice new cgrortunitias <o ‘nsreas
rural Iincczes by sirengmnening rural secsor ‘.xnges Wwith tac nation
econczy ut the derartmental and interderartment levels and zromet
the Lnteg*acic. of the rural sector li:<a,e- ~izh cther zey sectc

£ the econo

ccul, Banxers teni ¢o censider
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B. Detailed Description
1. Guaranty Mechanism

A Fund will be established in the BC3 for the purposes
of guarantying 75% of eligible loans made by privace financial
institu'io under the PCGP in Bolivia. The Fund will be capitalized
ith a guaranty ccmmission paid on each lcan xzade under the system
and will be supported with up to $2.5 =illion {n AIZ guarancy author-
ity urder the PCGP and up <o $1.25 millicn froz the X3. unds fcr
lending under the guaranty prcgrac will ccze froo ’"e rescurces cf

the tarticizating lending instistuticns cr froz estatliished refinanc-
ing lines adz=inistered by the 3C3. Technical assistance and lcan
supervision will be grevided tc berrowers by the particicatin
lenders end privete and putlic technical assistance crganizasions.
Detailed crerating manuals centaining precise eligitilisy criteria
and pregraz regulaticns, precedures and guidelines will e developed
by the Fund's administrative unit in the 3CF Tefcre initiaticn of
the prograz, and will be used by all particivazing financial insti-
tutions. The trograxm will e Izrlemented on 8 plict project tasis
for aprroxirately four years, ‘{.e, until Jecezber 31, 1981, sutject
tc periodic Joint USAIT-3C3 evaluations of implezentation pregress.

The principal objective cf the PC5P in Bolivia is %o pro-
vide institutional credit <o perscns cr grcoups who p'esently lack
access to such credit because <they pcssess insufficient collatersl
to mees the nor:al requirecents of the lending .ns:i:u ions 1Ia
order t¢c ma¥e a lcan under the guaranty prograz=, the lender will
be 'equir tC meke a deter=ination that a) the prospective borrcwer
has not previously received credit frez them or, to their knowledge,
frocz an o:he' *&-5‘18 inst ':ion for purposes similar %o th

propcsed lcan, and T) the b would not qualify for the loarn
without <he evailabilisy of

C nty because he/she lacks
sufficient ccilas e"a1 to zmeet theil rexents for the type of
loan being considered, Thais would pe oans under the prograt
%o borreowers whc had previously been ¢ s ¢ <he tarticiracting
lender if the proposed loan is fora @ ent type cf pr
for s‘gniftcan:l" greater azounts than ious lcans zad
borrcwer. The 75% guaranty wi i
risk ¢o the lender, r e‘"c.“g th

N
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ze re malority of the
exposure %c 25% of pes-
sible losses., Tais 25% will p
up to a maxizuz 100% of the face value of N
is noped that in practize that these addizional
1
s

(2%
1o Y A 4o
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caranties will be
1l incluce any cort-
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icral cellateral
can, although it

iess than 100%. This additicnal collateral wi

gagable goods purchased with the lcan resource
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Refinancing _ will be provided for eligibie lcans through
resources in the follcwing 3CB refipancing funds: FRA-1, FRI,
Special Pund for Eccnomic Cevelopment (D.S. 07G1i1), and other finds
created with 3C3 resources. Tinds from firsc disbursezents %o FRA-2
or the proposed Rural Interprises/iAgro Indussry pregrams will nos he
used for these pur:oses- hcwever, 'ef-cws int .ueso Sands will be
used as determined necessary by the 3C3. Refinanced lcans will
have an effecsive interest rate o the hborrcwer of l:f, clus th
correspending guamnty cemmission., Refinancing will e auscmasic
for loans zp %o Q25,’:30 73b3C0,0C0), i.e. lenders will ma%e lcan
subjec: to the relevant prograz -ea.la:io:s and subseguently re-
finance these icans g% the 2C3 wizhout prior val. 2C3
will subseguently review <hese lzan {s %0 assure
ccmpliance wi:a tne regzilpticns. the autceatic
rediscount level, lcan reguests wi 3C3 Regional
Technical Cffices 2or cemsliance w s. After
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The guaranty cozmission will Te a cne-tine charge taid a:
the tizme of first disbursemens ¢ an eligible loan. TI¢ will be LY
of the face value of zhe lcan for lcans of 1p %o 2L mcnsn
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TMHBLE 2

Program Interest Guaranty I R T EREST S PR EAD
Rate Commlssion To
to paid by Pre-Invest- To BCB
Borrower Dorrower® To ment Administra- Percent
(onc-time To To T/A Studies tive Refinanced
only’) Lender PCGP Fund Fund Costs

FRA 2 13% -- & - - - 54 100%
Rural Enterprises
Sm1l (less than

$25,000) 13% - % ~-- 1% 1% kg 90%
Medium(more than

$25,000) 13% - 6% -- 14 80%
Artisanry, rural 13¢% - ™ - 1% 19 l 90%
Artisanry, urban 13% - 6% - 2% 19 1y 3 80
Agro-industry 13¢ -- % - 14 ug 804
PCGP (with re-

financing)
Agriculture 13¢ 3¢9 5% 24 1% - 5% 8073
Small businesses 13¢ 3%-ky 4,54 >4 1% .5% 5% 70%
Medium Lusincsses 13¢ 3¢-1 b, 514 2% 14 .51 5% 601,
Artisanry, rural 13% 3%-19 L.sg 24 14 .5% s% 704,
Artisanry, urban 13¢ 3%-144 h.5% ey 4 14 .5% by | 604,
Community develop- 13% 341 L, 5% oy | 19 .5% % 704
ment
PCGP (without re-
financing)

Short term 15% 5% 154 - - - - -
Medium & long term 164 6% 164, - - -

% Includes payment to technical assistance fund

-gtc
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term and 5% for loans longer than two years, Thig differential
commission will be applied because the effective i‘mpact cf the com-
mission cn short-term lcans is greater and because !t is helieved
longer terz lcans represent o greater potential risk %o the ™und. On
refinanced loans, the amount charged to the torrcwer will be reduced
by 2%. This azount wili be paid %o the Fund cut of a gortion of the
139 interest race,

FRRAY

loans guarantied under the prograz will

As described in zore deta!l in Secticn III.3 (p. 36) belcw,
it is expected that the guaranty commission will Te sufficiens %o
maintain the Pund and provide for administrative cos%s and a gs=all
capitalization factcr. Mcnitoring and audis prcceﬂ"'°s to be designed
oy the 23 will permit carefMy and centinucus evaluaticn cf pertfolio
losses during {=plezentaticn and will attezpt %0 Lizmi: =hem t¢c h
anticicated 3%, Hcwever, in the even: tha% =ne Tund's rescurzes ar
extausted, AID and the 303 will disturse <o the uni, for Ja":e". %0
the len de 50% and 257, respectiwvely cf all outstanding eligitle
.cans for w*‘:h gaarsnty tayzents Irexm the Tund are due, T 0 a
level of $2.5 =miilicn and 31,2¢ =illicn, respectively, AXID and 2C3
parcicizaticn in the Tund's ctligaticns will e zar! zassu, I:clud-
{ing the 25% ri k assuzmed oy <he lenders on all lcans pilus she L, L
ca‘cula ed ¢ the avemge gamnty cexmissicn zald %0 the ™and
by all lcan in the PCG? torticlio, this will allcw a guarmntis
pors ol‘o 02 apoproxizately 55,3 miilicn under <he FCSP in 2olivia.
Congidering <hat =his azcunt relates <o cusstanding “a.inces on
guarantied lcans at any cne tize, the face "a e azcurt of active
te

1ificantiy nigher.

WD‘
IR

To the guaranty cczzissicn of &%-5% will te a‘*ed an addision-
al 19, payab e a3 zart ¢f the cne-tize fee, <c cover technical a2s8siss-
ance costs. This 1% wili go %c a %echnical ass‘stancn fond adninisser-
ed by the 3C3., This technical assistance Sund will sliso receive re-
sources Ircm the interest mte spread orn locans refinanced “hrough
arious 3CB pregrams and these regources will be channelled tack ¢
torrowers in the 'or" ol exzanded and izproved services of criace
and public organizazicns. (Fcr a zore detalled descri;:ioq of the
technical assistance ccmponent of the PCGP and <he technical assistance
fund, see Secticn ITI.A.L.(p.27 ) delcw.)

effective {nterest mmte 0 “he becrrover

by the PCGP will te tetween asproximetely 12,5%
A o]

for lcans garantie :
nan cans and approxizetely 15,5% and 294 for

and 1 % for refinance

e rg' c4m resources, This is well Lelcw th
effective interess mte of 257 on *m::e*c‘a- loans cresently deing
zade by the 3clivian hanking systen, Also see Secticn ITr.A. 3.

5 .
(p. 3L) telow fcr a zcre dezailed -.s*nssion ol the izvec: cf che

PCGP on the Lorrcwer,

i)’
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The Tund will operate in the following vay. All drivate
banks operating in Bolivi a, as well as other private institutions

such as cooperatives, credit unicns, or ﬂon-n'ofit development
organizaticns, will be eligible ¢c participate in the program. In

order to participate, an institution must submi¢ an appiication %o
the RC3, bon 3C3 approval cf this a;plica"on tha institution
will be so nciified azd given a ceiling of lending which zay be
guerantied under the pregraz, This ceiling will bYe tased cn th
number of lenders expected *c participate in the prograrc, and <ne
interest and cazacity of the lender tc mare lcans eligitle for %he
gaaranty, and will be subject tc subseguent -e"‘s‘on zased on the
lender's actuel experience in the Tregram. Prior tc inistiatin
operations under the crcgraz, “he lender's key steff zexzbers resocnsi-

ble for PCGP operations will be rrovided t'a.u-"g by the Pund's ad-
ministrative unic and other X3 personnel, as ecessar". Tris <rain
ing will faxiliarize the lender's per onne’ with the cencerts, regu-

-
lations, and procedures of the prograzm, including the use of the
operating =anual,

Oace apoproved for cvarticipation, the lender will Te given
coaplete a"’ro"’y (exceov in .he case of refinanced loans above the
autcmatic rediscount limis, as discussed abcve) for =making loans under
the gua*au.y rcgraz, tased on the procedures and eligitilicy criteria
described in the operating zmanwel, Trne participating Zeader will be
responsitle or des er-‘ni“g the eccnczic and fi"anc al "‘&b‘lity of
the loan, elther threugh the use of =odel lcan arpl tion/analysis
forms that will be distritucted by the 303 or by o'he' erpropriate
method, Lcen 1imits to individual farcers will be <he eou‘valen:
of $7,=“O (8% 152,200), lcans <o individuels for ccmmunisy develo
zment and arsisanry ctrojecss will be lizised %o $12,007 ($5200,000
and lcans to individuals for rural entervrises will have a maxisum
axount of 25,000 ($% 500,03C). The loen limit for groups under all
categories will e 2 functicn of the nuxbter of i{adividuals in the
A < e
} *

roup {e.g. fcr a grour cf L farmers :h ¢ would be $30,000

$o 60C,000)) dut with a zaxizi= amcunt of the eguivmlent of $50,000

$b -,¢OO 020). The lender will notify the Fand adminissrative unit
through the corresponding BCRE Regicnal Technical 0ffice when a loan
i{s zade, and will re=i¢ %o the 3CB the guaranty coc=ission for the
Fund and the 1% fee for the technica. assistance fund, The lender
may =axe lcans guarantied under the prograz up tc the amount of its
authorized ceilir

In accordance with Section 223 of the FAA, the BC3 will
quarterly pay to nID froz the fund, in U.S, dellars, an emount
equal <0 0.25% of tihe fuce value of loans guarantied under the pro-
gram. Similerly, the 3C3 will cuarterly receive frcz the Fund an
azount equal to 0.125% cf the face value of lcans guarantied under
the prograr, The use of these fees will be determined by AID and
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the BC3, respectively, although insofar as possible these amounts
will be used in the furtherance of the objectives of tke progran.

The Pucd administrative unit will cpen a file on each loarn
guarantied and will receive thereafter {nforz=a%ion only atout de-
linquent loans, In this way the BC3 will have receat inforzation
atout the total pcrtfolio urder the guaranty prograa and adbout tke
magnitude 52 talances in arrears. Zach lender will repors zonthly
to the B3 oo the status of i%s guarantied portfolic, including out-
standing lcan talance azd nmumber ¢f lcan3 and azcunts delinquen<,
Whea a guareucied loan is delinquent, the lender will include in
it monthly rezcrt the steps it nas taken or is taking to recover
or refirance she —can. Tuls process will continue over a period cf
180 days, afser which the lealer will sutzit %o the Tund an applica-
tion for payzert o7 the guamnty on the delinguent -can, The ™und
will pay only LI the lender hes demcrsscrated shet Lt kas initiacted
and pursued legal accicn againgt the delinguens torrcWer in order
to recugerate the delinguent lcan, or tras the cos%ts of recuperation
would exceed the amcunt .ikely %o te recuperated, The 2C3 will
investigate lcans as they agprcach the end of the 18C-day delinquency
period sc that upcn receipt cIi the tender's applicavicn for gayzeal
the BC3 will e akle %0 gquickly desermine the eligidilisy < the
loan and maxe tay=ens <o the lender of 7% of the cutstanding crin-
cipal azcuns plus interest accumulated dring she delinguency reriod.
(Interess agplicadle <o gferiods other than the delincuency zeriod
and peralties will not e eligitle for rayzent Ly the ™und). The
leader will e chliged %o ccnstinue the recuveraticn trocess for
the lcan and, in <he event a persicn of she lecss is recuperated,
will pay to the Tund 75% of the amcunt recuperated, inu the costs
involved in the recuperation.

r
e
pd

(%]

LY

The delinquency period reguired bYefore tayzent ol the guaranty
by the Tund was established in suchk a wav as <o allow the particizating
ienders sufficiens tize %o reschedule or refinance delinguent lcan

according %o thelr norzal gractices., 3Ixperience with th linited
aumber of sizilar syves of lcans in 3Jolivia indicates trat delincuenciles
level off before 180 days, Therefore, it is our ccaclusicn <hat the
180-day period will e sufficilent <o insure that all norzal zank
action tc refirance cr reschedule lcans will Te ccmpla2ted tefore
guaranties are zaid. I such acticn cecurs Jollowing a gaaraaty
rayzens, the lender will be required tc repay the azcunt of <he
giaranty <o the Tund, 3ecause cf the limized axperience with the
cyce of loans eligible under the XTGP, noWever, <he langeh of the
delinqguency period zay be adjiusted, as necessary, by the 3C3 during
progran i=plementation, wWith prior USAIT apprcval.

Wi
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2. Borrower and Loan Eligibility Criteria

Eligible borrowers under the guaranty prograc will be indi-
viduals or groups of two or core individuals, eack of whoc bear a
portion of the obligatior tc repay the ioan, The tasic eligitilicy
criteria for all borrcwers i{s that they have insufficient collateral
to meet the normal 200% to 3007 required by private financial institution
to obtain credit for the purposes of their prcjects. =Zligitle pro-
Jects tust be fcund econcmically and financially feasible bty the
participating lender, and xzust be in one cf the following categories:
a) agricuitural production and related infrastructure and serrices;
b s:a"-sca’e, rrivately-cwned agro-industries, business enterorises
located ir rural areas cr marxet owns, or artisanry projec:ts lozased
in rural or urban areas; or c¢) self-firancing, self-help cczmunity develop-
zent prcjects, Detalled criteris and maxime eligible lcan lizits for
each category are described below.

a) Agriculturali production, infrastructure and services

Agricultural projects will Ye principally aized at

irproving the borrcwer's ability ¢o increase his producticn of agri-
cultural prcduces, either through short- or mediuz-term fiaa weing.
Short-term treduction lcans will =os% likely be used fcr the purchase
of seeds, farz tcols and irplexments, fertilizers and cxen and other
livestock. The average term for these lcans is expected :c be 12-18
ponths, with the exception of scme iivestock loans which will be 3-5
years terrm, n addéition o0 short-ter= production lcans, related

infrastruicture investwment end services will also be eligidble and

will be encouraged, cften as part of one ‘ntegrased production/in-
frastructure lcan. Exa:ples of the kinds of activities eligidble
under this heading are wells, smalli-scale irrigetion systezs, land

hadbilite<sion and soll conservation, pumps, farz machinery and
equipment, veterinary sarvices, and pover generation for ferm use,

Loans in this category will be made ¢0 szall farmers,
For purposes of this prolect, szell farmers will be defined bty a
series of criteria, which will be included in the cperating manual,
To be eligidble, a torrover will have %to meet these
criteria, in addition to depending on farming es a principal source
of income and not having sufficient guaranties to meet normal btank
requirements,
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The eligibility criteria will include the followirg:

1) the borrcwer's net annual income fram agriculsural
activities should not exceed $2,000 ($b L0O,000);

11) the total of the borrcwer's assets, i.e. tools, farm
animals, living quarters and farm structures, should rot exceed $10,000
($o 200,000).

Otker criteria zay be developed during the i{mplementation of
the guaranty program to add to this list.

Cooperatives, pre-cooreratives, rural credit unions, and
other groups of farzers will also be eligible borrowers under h‘s

category. Such grsups must bde uc~posed cf szall farmers and the
individual criteria will te applied cn a partict rat":g f32:7m tasis,

The zmaxizum lcan arcunt eligitle under the 2CG? for agri-
cultural lcans will e the equivalent of $7,5CC (3b150,2C0), The
average loan awount is extected to be sucstantially szaller than this
amount, hcwever, The average loan azcunt per individual under the
FRA-2 prcgraz %o date has teen appreximacely 3750 and the average
nrcugh the
tion, the re-
°otos‘,

amourt under the Agriculsure Secter I credit srograx
Mmnco Agriccla has teen slightly over $1,7C I

&

bel
ceatly-ccmpleted assesszent ¢f small larzmers in c
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and Tarija Cepartzents cconcliuded that the avera
by these farmers was approximactely 31,170, I
however, <hat these azcunts are ave
ticularly TRA-2, Shere nave been Ir
has been lent te Tarmers zeesing th e
guaranty prcgrap. It shoculd also te noted
credit under these pregrazs has teen for shc
rather <han fcr i{nvestments or 2zrvices, Re
tion {nclude he _cw lcan Limits in these or s, the lack cf
guaranties hy the Yerrowars and, %o sime ext , lack cf sechnical
assistance related o infrastructure Tinaac-. . Cecnsidering that
emohasis will bz piace on fun“"g zore medium- and lcng-ter= acti-
vities through she TCG?, we Yelieve that the 37,500 lizit {3 reason-
able for %he procgrac's target g.cup. The lran L&
will be 37,500 per individual in the group, up *
$50,0C0 equivalent,

[
— 'y L) fL
o« et
b o T CETT
O Chory §T N3 e W
BT
A
]
t3
t
3]
1)
'A
3
.

R,
d

SR IS I

"

P
?


http:Infr2astr.ctu.re
http:shcrt-t,.rm

- 2L -

b) Agro-industry, rural enterprises and artisan

Private entrepreneurs or groups borrowing for small-
scale business activities wil: be eligible under this categery.
Agro-industries are those which market or process small farper
agricultural prcducts or vroduce inputs for the use of small farmers.
Rural enterprises are defined as any productive business activity
carried out in an area moure shan 19 “ilczeters froz a city of more
than 30,000 izhatitanss., Arsis nry activities are those which re-
late ¢c agriculsural rmaw zaterials, such as wcol, leather or wood.
Both agrc-industry an2 artisanry grcjects may te lccased irn rural

or urtan arees, IDvarmples of eligidble projects inelude food industry
develcezens, incl

uding activicies related %o censsr: tion or repair
of szall zorage, collecticn, arying, ceaning, refrigeraticn and
marreting facilisies; lcoms and othrer handicmaft eguizment; cervice
entervrises which rrovide agrisuleural inputs or recalr fazilities
for agriculsural eculirzens; and transzortasion services, such as
trucking cocperatives. Tcans in shis categery will be both short-
tern for cperating capilel cr ioventery finmancing and medium- and
long-terz for censtruction or equipzent purchase. Terms up to 10
years will be availatle,

Jecause of the zmeximm loan limits %o be appiied to
this category (see beiow) and the rural ecphasis con the businesses
firanced, it is no: believed detailed borrcwer eligitilisy criteria
are recuired for these activities, Prciects, ncwever, will have
tc dexonstrate tla‘t they benefis the rural voor. 1In addition, where
facilities construction is envisioned, the borrcwer will be recuired
to hold title to the si<e cf this con tructicn.

The maximuzm lcan lizmit for projects in this category

ustries and rurel enterprises

will be $25,000 ($ 52,200) for agro-ind:
and $18,000 (&b 20C,000) fer ariiseary in ~ural and urben areas.
These lirits are tased cn <he average credit demand fcr these

CS% cases eligible
redit because of their
refore, wnile the ESEM

0O 14 ¢
3
1]

¢

activities, taking into consideratisn <ha

torrcaers under the 2052 wild require les

relatively pcorer ecconcmic situation. ™

study cn credit Zdemani found shat the ave g

for rural enterprises was $32,.75 and sor agrcindustries was $€8,279,
A 4

< *
we believe that the $£25,000 limis for ingdis duals is realistic given
“he targe: grour of borrcwers. For urtan artisan activities, the
average credic demend freom the E3TV study was $5,iLS, Since more
of these tctential borrcwers ar lirely o be within she PCGP target
grour vecause cf ¢heir relative econozis Targinalisy, the Migsion
believes that a lcan limis of $12,000 is realietis for =his group.


http:agr.c..tu

-25 -

¢) Comnunity developzment projects

The firal category of eligible projects is communit
develormert rrojects undertaken by organized groups which have as
their principal purpose ccmxunity sccial or econccic ‘mprcvement
tbrough self-help. A proposed prcject by an iadividual would also
qualify under this category provi*eﬂ the droject has as its principal
pwpose the sccial or eccncmic {mprovement of the ccrmunity, provides
for ccmunity involvezent through self-nhelp, is supported by %he acm-
zunity, and provides fer cocmmunity varticizaticn in ¢he benelits of
the troject. All projects under $his category must genera%e sufficient
inccme %o at leas® breax even, including rerayment cI %he lcan. The
majority of lcans in this greup are expected %o e zmediuz- and long-
terz, I lustrative 2xaxcies of the “yres of crolacts that czan be
A

(

financed unde“ this categery are ceomunisy wells and pumps, waser
purificetion, slaughter hcuses and marveting facllisics, small ccam-
munity ceu.e—s, and cemmunity dminpge or irrigazion systems. EZligivle
cexmunitiesg will te axilusively in mual areas, i.e. more then 19
gilcweters frca a 2ity of 3C,2CC or more inhabitants. 2ecause of
the in‘mstricture nmasture ¢f :rcjec:s in <his :a:egcry, wcan limis
will te the equivmient of $10,200 (3b200,2C0) er i d‘v‘ iual in she
borrowing grcug, ud to 1 zaximum oF ‘94.,., (5% 1,580,3C0) per pro
Ject., Lcen terms wiil 2e up zo 1C years.

b2 O «

3. Participating Lenders

Farticizacticn in <he guamanty nregraz will be Limited o
p"va.e tanxs, *oc“e'a i-es, c—edi' unions, and z2cn-grofit develorp-
ment organizaticns. The crizary lenders are xpec.ed %0 te <ne

pr‘vnye tanks, Mcst of these Taniks nave tarticizated in on-gcirg

ACB refiranc'ng tregrass and nave scze exterience working in rurmal
areas, parsicularly #ith szall farmers through the TPA-2 crogrer.

A series cf discussicns nas teen undercsakan with the crivate tanking
systez, beth in La a2z and in =est of the Tertarczental cagictals, adecut
the zregraz and =any have indicated an interest in zarti-inpating.
Azong the taaks m=est lixely %o sarticizate are the Banco e Cradito
Oruro, 3anco de Su%osi, Z2ancc de Ta Paz, 3anco Industrial, Zance Hi-
votecario, and %he Banco de C chatec=ta.

In additicn tc <he tanks, it is expected that three cr four
addicticnal institutions will rarticipate (n the trcgram. Cne of
these, the ticnal Jedermticn ¢f Credis Unicns ( \ACHZ), is a re-
cognized intermediate credis ingsisuticn under <he TPA-2 rregraz an
has begun %o chaznnel FPA-2 credits, S%evs are presen:l' undersay <
provide th ze status t2 the Centrs para el Cesarrcllo Sccial y
Zcencaico (‘:S?C) DESEC ccull parsicizate in lending fcr beth
agriculsur~ and arsisanry and chrough L°s affi’iazed crganizat.ons,

< and imtiexzentacticn technical assistance o

provide preinvesIzTen
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t8 borrcwers. Additional institustions being considered i{ncliude
AgroCentral in Sucre, the Cooperativa La Merced in Sante Cruz and
the Ccoperativa Madre y Meestra. AR non-tenk institucion tha+
would particitate in the program would first have *c Ye arorcved bty

the 203 and USAID and as a.:‘ authorizel credis instisution for the
PCG? and the BCE refinencing lines. A recuisite for shis azprova:
is sczme pricr credis exper‘.e:ce, an adzministrative canzabilisy <
Tanage edditional credis pregraxs, and sufficient guaronties ¢
support the lewvel c! credit channelled <hrough it. I is not ex-
visicned at this tize tha® szaller cocperatives will be eliginl
lenders under the prcgram, althcugh they certainly would be

eligitle berrewers,

99



Part III. PROJECT ANALYSES
A, Technical Analysis
1. Technical Assistance

The technical assistance aspect of the guaranty prograx will
be significantly changed frca tke proposal presented in the FRP. 1In
general terms, *he technical assistance program env.siored attexpts o
place major recyensitilicy for lcan analysis and supervisicn on the
lending instituticn - supplemented as necessary by ousside Sechniclans
in specialiized areas - and entails %he establishment cf a techni
assistance fund zanaged by the 2CB as a means ¢f providing assistanc
directly and indirectly tc elligible berrcowers., This new arrangezent
was adopted for fcur basic reascni: a) a belied shat Lenders sheuld
be respensitle for analyzing and folicwing-up on lcans they zaxe,

e

b; tke fact :ha’ Jew qualifiied outside techniclans are availadle in
rural areas in 3clivia %o provide the kind of assistance originally
envisioned, c) the beliel, skared nct only by USAT and the 3CB due
elso by the private banxing cc=unity, that She ccst %0 the dorrcwer
of reC'iring assistarce o cutside technicians wouwld te zrohizisively
expeniive for the Intended target group and often not necessar,, and
d) the general urmanagability cf ho original design and the increased
adzinistrative burden that it would cause the Fund.

The technical assistance ccmocnent of the project will function

the follcwing way. In tke preinvestrent thase, the lender will be
resnons‘ble f0r werking with the pctential borrower to develcp, in the
forz of a lcan app;ica:ion Jorm, the basic elements of the prcject and
to deteraire the eccncmic and financial feasibility of the prorcsed
lcan, In :echni:a. astects, where necessary -iven <nhe nature cf the
lcan reguest, the bant will te assisted by technicians Srom ;ublic or
private technical assigtance crzanizaticns which are affillated wish
the progrem, by the technicians of the 2C3 Regicnal Technical Cffices,
or by outside ccrsultants, The ccst of these services will e;:he' be
paid by the lender, the borrcwer, or the trograz {see belcw)., The 3C3
will assist the lender by distrituting ccdel Jorms for varicus types of
projects which =ay be used by the lender tc verf:rm the necessary gre-
investxrent analyses,

iIn the izpliementaticn rrase, what is generally called Sechnical
assistance will ve divided into twc ccmpornents: a) lcan 'ollcw-up to
deterzine the proper use cf crediy funds, and b assistance %o =t
borrcwer in technical asvects <f his/her project. The fLrs: 4ill be
the responsidility of the lender, at nc extra charge <o <he bvorrover.
According to guidelines develored for this aszect cf the prcgrerm, the

~L
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TABLE 3
Program Generations for t/a Fund
FRA-1, FRI, O7911 24 of interest rate
Rural Enterprises/Agro-Industry
Small (less than $25,000) 1% of interest rate
Mediunm (zore than $25,C00) 2% of interest rate
Artisanry, rural 1% of interest rate
Artisanry, urban 2% of interes: rate
Agro-Industry 3% of interes: rate
PCGP 1% ccmmission plus

14 of interest rate on
reficanced loans

These generations will be used specifically for activities related
to the program through which they were generated, with the exception
of resources from FRA-1, FRI, and 07911 which will also be used for
activities related to FRA-2,

Regsources frcm the initial capitalization of the technical assistance
fund will be used for <wo principal activities that will indirectly berefis
the guaranty orcgram. Zfirst, the fund will pay the costs of surveys or
studies of various areas throughout the country to identify agricuitural,
business, artisanry, and agrv-industirial grospects and invesirment cpror-
tunities. The scopes cf these surveys will be develored bty the trivate
banking coc=unicy, through the Unicn de 3encos 2oliviancs, and will <here-
fore Ye oriented <o =<hcse areas and types cf activities of most use %0
then. The surveys will be zaraged by “he staff cf the technical assistance
fund in the 3C3, however, %o assure <hat their results are ccrnsistent with
the 3CB's develo ment pregramsg, including the 2GGP, It is exgected <hat
the results cf these surveys will be diszributed to all interested lenders
ir each area, will facili<ate and speed <heir entry into credit activities
in these zcnes bty identifying general credit prospects and targe< be"e-
ficiaries, and will forz a majcr part of <he crc_ tional efforts by th
lenders arnd the 3C3 for the relevant prcgrams in these regicns. Many of
the agricultural and tusiness activities iden:ified by these surveys are
expected tc be cnes c? rotential torrcwers under the PGG2.

The second genersl activity to be financed by the technical assist-
ance fund is assistance %o banks and other le:d ers participating in 3C3
develcpment precgrans in upgrading their technicel capabilities tc analyze
lcans to szmall farzers and szall business:en, as well as their abilicsy
to premote and 2clicw-up on these <yves cf lcacs. This will be decne by
providing seed capital cr ccunterpart ccntridutions tc rescurces
from the banks thezselves for <raining ccurses for bank perscrnnel in
relevant subjects cr for funding additicnal “echnical verscnrel end
transportation for these instituticns, either individually or thrcugh

\\\
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the establislment of =ulti d*sc*plinary techrical offices serving core
than one tank. This will result in improved bank personnel who will be
abie to provide assistance to FCGP dorrowers in )oan applications and
to adequately follow-up on lcar implexertatior.

Resources ccming o the technical assistance fund frcm the
PCGP will amount to nearly $187,C000 over the life of the program.
These funds will berefi: bcrrowers under the guaranty progras by ray-
ing the costs of tecbn**al assistance provided in beth the preinvest-
ment and izrlezent n. rhases bty rutlic and private instituticrs and
individuals affil;a.e‘ wit“ the progra=. These inst
include the Instituto 3olivianc de Peguela Indus:iria
a seml-autonczous ~gcvernzent instituticn in <he Min
Ccrzerce, letartzental levelcrzment
tituticns and AMZETTIA wnich are techni
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As menticned abcve, resources for the technical assistance Sund
will be generated frem °"c scurces within the guaranty prograx: the 1%
cammission raid by each borrower upcn receiving his/her ican and 1% cf
the interes:t rate sp*ea“ ¢r refinanced guerantied loans. Assuming ‘he
growth in credit guarantied indicated below and that refinancing will
account for 75% cf the credit given in the first year, 70% in the second
year and €5% in each subsecuent year®, <he gerneraticn to the technical

?/ Trese percertages are based cr the fcllowing calculaticns: 1)t
average amcunt of eligidble loans refiranced is 75% a“d 2) alzess
all loans will be refiranced the first year, there will be _izite
-end.rg with the ;ende*s' own funds in the second year, and in the

third and fourzh years 15% of the lcans made will te with the lenders

resources exclusively.
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asgistance fund for the PCGP will be as follows:

Table 4
($000)
;ng 1979 1980 1981 Total
New credit 500 1,650 3,500 5,600 11,250
Technical Assistance
Fund 8.75 28 $1.75 g.b 186.9

Assuning an average loan size per i(ndividual for all loans
guarantied under the progran of $4,65C*, this means an average of $77.30
or 1.66% for echnical assistance costs per project. However, this
amount represents 3.1% of the axount of the expected average loan for
agricultural and 1.55% of she expected average cccunity develorment loarn,
although cnly C.E% f the exgected average lcan for rural enteryrises and
artisanry. These percentages ccrrespond closely tc the a":icipa ed tech-
rical assistance needs c{ each of these categories cf prsjects, consider-
ing that borrcwers in the szmall-gcale business category - est reclally the
larger loans in this class - will require relatively less assistance
frcz the progren in prolect design, will receive assistance zcre through
greup .ra‘"‘ﬁg than individualily, and will bYe zore likely ¢o hire with
tkeir loan funds techniclans in sprecialized areas to assist in the
inplementaticn phase, Therefore, the M.ss‘on believes this s;s*e: to be
adequate for tte effective cperaticn of the guaranty prograzm.

2. Lender Profitadility

The purpose of this section is tc demonstr a“ the viability of
the guaranty prcgram frem the point of view of th ending *"st""ions.
While it cannot be expected that the lenders will pake sutstanti 1 orefits
frca their rarticiraticn - and none of the potensial lenders themselves
expect o do so - Lt is necessary to de:ons.ra:e that the lenders will
not lose mcney in order to prove the technica’ feas ibility of the prcgrex.
This is demonstrated thrcugh three examples of nytotheticzal >cans eligible
under the GP, with varying syres of projects and financing ocss-c lities.
Three ass¢:pt‘o 's zade throughcut these examples are ‘=mportant. Firse,

iy
it is assumed that the firancial cost of the lenders rescuvces is A

Q D‘

*7 This average is based in the follcwing assumptions: average .can
size per individual for agriculsure - $2,5C0, for carmunity develoz-
zent - $5 CO0 and business eand artisanry $10,C00 with a total PCGP
porifolio of 35% for agricuisure loans, 19% for cczwun Ty deve-oo-
ment, and 55% for enterprise ioans.
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Goviocusly this cost will vary from one lender to another, dbut as an
average, it appears reasonable, given the following financial cost
information fram the GIASE Report:+

Table 5
Legal Interest Financial
Type of Deposit Reserve Balance Paid Cost
Current Accournts Lsg 55% 0 o]
Savings Accounts 25% 75% 10% 13.3%

Time Depcsits:
In Pesos Zolivianos

90 days 10% 90% 10.75%  11.94¢

180 days 10% 90% 11.25% 12.50%

360 days 104 90% 1.75%  13.05%

In Foreign Exchange 15% 85% % 10.58¢
BCB Rediscounts 100% ™ 7.0%

The second principal assumption concerns acdministrative costs.
The costs calculated in the exarrles below are above the norzal 2%-3%
paid by banking institutions cn their cverall rortfolio, It is necessary
to assume that these costs wiil be higher for lcans guarantied by the
PCGP because of the sm=al’ expected loan amounts and the fact thas
borrowers will be first-time bank clients. However, the calculated
administrative costs do siightly underestimate these increases, since
same of the additional ccsts to the sender attridbutarle to PGP loans
wili be paid from the 2C3 technical assistance fund, as descrided in
detail above. Third, the exazples belew show portfolic lcsses of 3%
which is assumed to be the loss rate during the initial years of PCGP
ixplementation.

a) Agricultural loarn with 2CB refinancing

As indicated above in Table 2 on page 18 , for agricul-
tural loans rerinanced in conjunction with the PCGP the interest rate
will be 13% to the borrower, cf which the lender will receive 5%, and
8C% of the lcan will bYe refinanced. Therefore, the lender will receive

*»/ These data refer only to national commercial banks; the costs for
foreign banks are slightly higher.
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the following interest payments:
(.80 x 5%) + (.20 x 5%) = 5% of the amount of the loan

Of this 5%, an estimated 4% will be spent fcr administrative ccsts,
leaving 1% to cover the lender's risk plus profits, Looking at risk,
assuning a lcan amount of $b 1C0,000, it i{s reasonable to expect that
only 30% of this original azount, i.e. $b L0,00C, will be defaulted,
since it i3 likely that the borrower wil:l have been able to ray the
other 70%. 3Based on this lcss, the lender would receive $t 22,500

fram the Fund, reducing his exgosure to $v 7,5C0. 1f the lender
required additicnal collcteral guaranties cr 25% of the original lcan
amount, it is "ko’j to recuperate 30% cof this azcunt, or $b 7,500.
Subtracting the 75% of the azcunt recurerated vayatle to the Gu aranty
Fund, the -e“,e"s less is reduced sc 8 5,225, or 5.6% of the origiral
loan amcunt. Assuming, pessizi; ica._J, tnat L3% o the loans z=ade by
the lender wunder the 2CJP Iail, the der's ~csses on his P_aran:ied
portfolio will only te 0.58, Tat ‘= a prof

2.2 % of his investmen: or 209 of

\

b) Medium rural enterprises lcan with 3C3 refinancing

Again according to the design of the guaranty dregraz, the
interest rate to the bdorrcwer on this tyte of loan will he 13%, of
which the lender receives 4.5%; 60% Wwill be refinanced. This exa_,l~
assumes acdministrative ccsts of only 3.5%, which s reascrable cernsider-
ing the larger size cf the lzarn ard the fact that <he dorrower is pro-
bably more sothisticated than <he small farmer berrss ing in the firge
example. I% is also assumed that the lender requires additiornal
collateral o 5% of the azcunt of <he lcan., The lender will receive
the follcwing in inzerest rtayments:

(.60 x 4.5%) + (.40 x 5%) = L,7% of the amount of the loan

Subtracting administrative costs, this leaves 1.2% %o cover the lerder's
risx and profit. The lender's losses might resemble the following:

original loan axount $b 1,000,000
defauit 3¢0,500
Fayment frem the Fund 223,cce
lender's inttial lcss 75,CC0
recuperations (155 of additional

guararties minus sayment to Fund) 18,750
lender's final loss 56,250 or 5.6%

I)/



% the loens ir the lender's portfclio fall,
the lender's lcss as & pvercentage cf this portfolio is 0.55%. This
leaves 0.€L% for zrofits, which compared to the lender's criginal
investzent of LO% of the vaiue of the loan is a return cf 1.6%.,

f agein we assume

"2 2

A

¢, Agriculture loan with lender's own resources {no 3CB
refinarcing)

In this examdle, the interest rate to the borrower would
be 15%, which after subtracting the financial cost of &% rerresents T%
for the lender., Using the same administrative cost end risk caiculetions
as in the first exaaple, the lender wculd receive 3,.0% after costs %o
cover profits and risk. With pertfclio losses avereging 0.56%, this
represents a return tc the lender of 2.Li7%,

As these three eya:n-es demcnsirate, the predosed prcgrac design
is technically fe2asitle frcx the lender's point ¢f view., while the lender's
profitability is nigher on icans ﬂade with its cwn funds tecause cf &h
righer interest rate, 1t is doubsfel that rarticirating lenders will choose
to derend principally on thelr Nunds during the rilct stage of tne PCGP.
Thelir lack of lizuidity and the tendenny nct S0 want L0 use thneir own
resources entire-' foer cperaticns about which they are unsure due tc lacrk
of previous experience with the LCrrcwer shculd restrict she nuster of
loens made exclusively with <neir Munds in the early years, nothe
dezand side 2lsc, the highner interest rate C the borrcwer will lively
censtrain the number oI these types of lcans. These examrles also
demonstirate that lenders can accepst pertfclic lcsses o7 up $0 <%-L,5%

withcut losing =Cney, btut thet above this loss rate they cannct be
expected tC particivate in the progras, cor will limis their participation
tc relatively secure lcans cn which the losses will be smaller.

3. Impect of 2C5? on Eorrcwer

The Missicn believes that the pregram es designed provides a
nusber of inceatives fcr the torrocwer tc particirate. .“e e’fec‘ive
interest rate to the torrcwer will renge frcm arproximate 3.5%2 %c a
high cf 20%, derending cn the term ¢f the ioarn and hset“er or uct it is

refiranced, while higher than the 13% charged 5CB-stcnsored development
credit or the 1572187 n:r:nl;y charged by b& - for rrocductive Icans, 4%
cust te remenmbered that the PCIP terrowver 2ces act at rresent have
access LT these credit scurces bvecause of a2 lack of gusranties. In
additicn, this effective interest rase L5 telcw tne effective rate cf 25%
rged Ty <he privete tanking systerm fer cterscnal and commercial icens
ard substantially Telcw the maxisus legal rete on the informal marvet of
%% per mcnth., Tnis effective rate alsc includes the peyment for technicel
essistance, wnicn will e resurred t< the berrcwer in the form cf services
relatec .o crclect design and implementation. Thne torrower elsc tenefiss
from e significant reducticn in the guerenty reguirements ¢f tne lender,
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-

which allows him/her to greatly increase the leverage of the limited
capital he/she has and, in fact, pernits hiz/her to enter the formal
credit market for the first tize,

The zost izportant factor deterzining whether or nct the
potential borrower will participate is the attiresctlveness of the precgren
vis-a-vis the informal alternatives. The inforzal credit zarket 1s zade
up of a variety of channels, iac! ud‘ag friends and relatives, =erchants
and momeylenders, and suppliers and Sransporters. I%ts value {rox the
point cf view of the borrcwer is that it is easy, uccemplicated, reguires
little or o travel away from the Jarz or place ¢f business, and sermits

v e
repayment in xind. Ecwe"er, this must be zalanced by the extrezely nigh
{pterest rates crften pald, up tc 4% ger zcash, Or an e.fec*'"e interest
rate cf cver 5C% a year. JC{bvicusly nct all berrowers ray interest rates
this nigh, esgecially those terrewing from friends or re;a:ives. lever-
theless, overall these nizh intercst rates procvide a large incentive
for scrrcwers previcusly without access $o forzmal credit channels O
seex such credit, esvecially if the interest rate <Is reascnably oW
gad L€ Sechnical assissance s lzvnived. The Missicn and the EC3
helieve that %ne incentives cffered by “he creogcsed G2 design will
be sufficiens tc attract %he =za:ority of eligible berrewers with
viable p'o ects away froz the lafcrzal market. Efforts will te nade
during %he implementation cf the guaranty prograsz t2 reduce any unceces-
sary delays cr additicral costs (e.g. travel) required to receive ing-

ne grcgram as attractive an alternative
as possible to the informal credit narket,

S
¢itutional credit sc as <O teep

L"'/\

L. Sur=ary Cpinicn

The Mission and the IC3 ccnclude that the desiga oI the
progran is reascnadle and that the ccst estimates and requir zex, for
the AID gearanty gatncr.ty are reasonadbly firm. The progras design
provides sufficient incentives %C encourage the participaticn cf beth
eligihle lenders and borrcwers, and the ’ec““-cax 835 isva"ce element
1s designed %o provicde alecuate assurances 2f i azility o7 the 7CG2
fund from teth a technical and financial zoint of view.

nnex I contains the detailed cost estimates fcr the

USAID financed tecnhnician %o assist the ZC3 in initiating and evaluating
-~ veoo ’ 2R
the ctrograz (see also Section IV,C. (2. ¢%,). These estizates were
based o6 standard cost faciors the items involved, and are ccnsidered
- o 4~

reasonably fi.w. AS demcnstrate Tinancial Analysis Selcw (T.16 ),

.
.

im .
the entire AID guaransy autherisy of 32,3 =millicn will te reguired by the
fourth year cf the trogram.  Tne Mission Telleves that the srocgecticns

of credit flsws resulting Srem the 2C52 are reaccnable and that <o

$2.5 =illion guaranty aushority is Justified by this analysis,
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3. Financial Analysis
1. Portfolio Growth and Systex Liguidity

<re preliminary guaranty progra: design for Bolivia presented ir
the PRP placed exclusive reliance on private lender resources for lcans
under the PCSF, This was dased or findings that there was excessi!e
liquidity in the private Sanking system that could be chanzelled int
guaransy p'cgram was availatle. This excess liguidity
was largely result ol increased savings cver the F&St year or wo,
due in large par: to the general political stability and econczic growth
over that period. However, i is extremely difficuls o accuretely

Te

predice future tatterns o¢ econcmic growirn and perscral savings. In

new credit if
.'

additicn, tecause cf tie high finarcial cost of savings a**oun:s (see
Tadle 5, p. 232}, it is dsubts “hat increases in savings alcrne would
result in sigrificant lerder rarticiraticn in PCGP-tipe srojects.
Therefore, upen furshner aneiysis of the liguidisy cuesticn, it was
cncludec thet although this sisuasion ras existed in recens years,

it is unwise <o assume that it will o ntinue 1o the sarme extent over
the pedium terzm in which <he gdaranty rrogrec will Tte ipplezerte

As a resals cf :nis conclusicn, the PCCP design was modified o incl:de
refinancing from existing 3l3 trograns, inclucding FRA-)1 TRI and the
Srecial Pund for Toenemic cevelcrment. However, efforss have bYeen xzade

TO structure the refingncing aspect of the prograxm in cuch a way that

& large amount of crivate lerder Tesources are also involved.

2uring the first year or two of implermentation, it is expected
that almost ell loans zade urder the guaranty prograxz will be refinanced.
By the thircé and fourth "en— ol the prcgraz, heowever, we ex‘ec’ that

'I., cod &

approxirately 157 cf tne loans r~ade will be exciusively wish lender

15%
funds. 2ased cn these caleulast ns, and considering :hn, the azouns

of individual loans refinanced varies froz €09 <o RO degending on

the type of lcar [see Taole 2, p. 180, it is estizates that relirancing
will account for 75% of =he amount of PCGP-g a*a::ie- icans zade during
the first year, 70% cf *hose macde during :he seccnd yvear and 65% of

Y

loans zade in the third and fourch vears cf the rrogrex. Given she
nucber ¢f =22 refinancing lines *ras will te scurces cf these a:c;n:s,

it is not zelleved thas =he fdaranty Trogrex will edversely affecs any
of these lires. In <he conirary, the PCCP will trovicde another vehicle
for the use of these resources for productive credis activisies and will
orient prograzs Presently denefitting Prizarily zedium and large farmers
and businesszen :oward smaller-scale “orrowers.

The esticatesd lerding activicy for the guaranty prograx was
o

based on <he portfolis growth ¢f the privase tanzing system in
eligible areas cver <n Fast Iour years and projecticns of credit
grewth during the next five vears. Table § indicates the axcunt
of this rast grca h, including a detalled breakdown of cradie by
sector in 1GT5 and 1S76. The figures in this sacle are oasec nr

s
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TABLE 6
POITFOLIO GROWTH OF BOLSVIAN PRIVATE BANKING
SYSTEM, 1973-76 (Millions of Pesos)

Total

1973 1974 1975 1976
National Privote Commercisl Banks h62.5 830.1 1,282.8 2,148.7
Foreign Private Commercinl Banks G2h.1 ooll.2  1,180.6 1,360.0
Specialized Private Banks * 785.5 L1167 1,496.7  2,001.9
1,872.1 2,950.0 3,960.1 5,511.5
Mixcd Bauks - - 18.9 6.8
1,872.1  2,950.0  3,979.0_ 5,55.3
FORTFOLIO DISTRIBUTION BY SFCTORS (Millions of Pezos)
Agriculture
& Livestock Industry Conslruction Exports Artisanry Mining Commercial Individuals Others Tolal
5.1 37.0 7.3 0.2 1.1 - 3.7 19.7 0.4 ah.s5
8.7 101.5 9. - 3.0 - 364 0.7 - 159.90
69.7 ho.y k.2 - k.6 - he.7 2n.5 11.5 197.5
.0 95.2 15.3 h.s 3.0 - 38.9 15.7 1.5 178.1
.7 136.0 13.h - h.s5 ~ 37.1 28.8 10.5 237.8
13.0 53.0 19.7 0.9 5.0 - 73.8 ok - 165.8
23.4 h.7 - - h.7 - 1.3 1.7 - 35.8
- 17.3 - - - - 8.3 T-h - 33.0
1k.6 7h.0 3.9 - 0.7 - 51.2 1.h 6.7 152.5
1.6 11.7 0.2 - 5.h - 7.2 1.1 0.7 27.0
1078 571.3 73.6 5.5 35.0 = Ph.6 7.0 31.3 1,202.8
- 109.1 - - - - h3.2 1.0 - 173.3
179.2 152.7 1.9 o.h 0.2 - 109.5 22.6 .2 B 7
0.8 68.6 0.2 - - - hg.o 0.5 - 119.1
13.2 107.7 5.0 - 0.6 - 82.0 - 1.0 21n.4%
- 9.2 - - - - 17.8 1.8 - 110.8
1.h 8h.1 3.7 - - - 9.4 7.5 0.1 106.2
194.6 613.h 10.8 o.h 0.0 - 311.0 33.% 15.3 1,1%0.6
1,h96.7 Lhoo. 7
18.9 1.9
3u2.h 2,784.7 6.0 32.8 - 636.9 130.3 U6.6  3,979.0




TABLE 6
Page 2

PORTFOLTO DISTRIBUTION BY SECTORS (Mildions of Pesos)

Agricwdture
1978 & Livegtock Industry Construction Exports Artisanry Mining Commercial Indi viduals Others Total
Ranco de Cochabamba 4.3 105.4 10.7 - 0.9 - 35.3 32.8 1.4 190.8
Banco de Credito de Oruro 15.1 153.0 3.9 - 1.9 - 72.9 1.8 0.6 2h9.2
Banco Santa Cruz de la Sierra 91.6 109.6 0.2 - L7 - 76.3 Lo.7 19.1 3h2.2
Banco Wipntecario Nacionnl 11.8 139.6 10.6 ho.h 1.8 - hh 17.9 1.6 265.1
Ranco Mercantil k.9 180.1 10.5 - 3.7 - k2.0 53.8 1.5 306.5
Banco Nacionnl de Bolivia 11.6 129.6 16.4 - 12.3 - 117.3 0.6 - 287.8
Ranco Tndustrial y Ganadero del Reni 30.8 6.7 - - .2 - 2.2 2.2 - h6.1
Banco de 1a Paz S.A. 5.3 32.h 0.1 - 0.1 - 1.7 10.8 0.1 063.5
Ranco Boliviano Americano 5.2 139.1 6.8 1.7 1.4 - 150.7 12.3 28.0 3h5.2
Bance de Potosi S.A. 6.7 27.0 0.1 - 8.3 - 8.7 1.5 - 52.3
197.3 3.022.5 59.3 2.3 39.3 - 561.5 170k 52.3 2,148.7
Banco de la Macion Argentina - 119.% - - - - 51.8 0.8 - 172.0
Banco Do Brazil 189.0 166.3 3.5 - o.h - 109.8 25.0 12.5 5006.5
First National City Bank 0.8 109.0 0.2 - - - 7.2 0.4 - 117.6 '
Banco Popular del Pera 11.6 167.2 1.5 - - - 107.9 .9 2.1 291.2'%
Banco de Roston 0.6 110.5 2.5 - - - 29.3 3.0 0.6 1h6.5 ,
Rank of America 0.6 107.9 0.6 - - - 3.9 8.7 0.4 127.1
202.6 780.3 8.3 - 0.4 - 3ih.9 34.8 1.6 1,360.9
Bancos Especlializados Privados * 2,001.9 : 2,001.9
Banco de la Vivienda %6.8 h6.8
Total 399.9 3,919.1 h2.1 39.7 - 8704 213.2 67.9 5,558.3

Source: GIASE, Estudio del Sistema Bancario Nacional, 1977. (Schedules 17, 18 and 19 and 117).

¥ Banco Indusilrial, Banco de Financiamiento Industrial, and the mortgage section of the
Banco Hipotecario Nacional.



TARIE 9

H¥M CRFDIT TRAMGACTI(MZ NY SURCE ¢ FUNLING AND Sreron
(in MiLnnr nr ux$)

Calendar
Year Industry Artisanry Construction Agriculture Exports Commcrcinl Individuala  Mintng Uhers Total

A. ¥Private Commercisl Banks

(11

19773 4.0 0.2 0.3 9.2 - 2.6 5.9 - 0.5 .3

1974 0.2 0.5 0.6 10.1 .} r.3 1.1 - 1.3 122.0

1975 66.1 0.6 n.s 11.9 - hn.7 10.2 - 1.5 133.1

1976 9.2 0.7 23 —2:2 _ ».8 LN — 16 Mo

Subs-Total 281.5 2.0 ).7 ¥.7 0.1 15%.he 3.0 - 12,9 524.2
B. Gpecinlized Irivate Banke 1/

& 197 1.k 0.9 2.3
197h 2.9 2.3 5.2
1975 5.2 h.7 9.9
1976 1.0 1.6 1.6
b -Total 20.5 15.9 ¥%.0

C. Mixed Banke 2/
1973 - -
1974 - -
1475 0.9 0.0
1976 2.3 - -



(W

Calendnr

TADIE 7
MPage 2

Year Industry Artissnry Construction Agriculture Exports Commercial Individusls Miniag Oth crs Total
D. DNCB Refinancing Mrograas
(turowh privete scctor)
1913 1.6 2.4 1.0 %.0
1417k 1.6 .6 3.2
197% 1.7 1.2 2.9
1976 _2.3 0.2 2.3 _\.8
Sub-Total 7.2 2.6 6.1 15.9
Crand Total Sk .3
®* Transactions not eligible under ICUP -207.2
S}

Scurces: 1) GIASE, Estudio del Slatems Bancerio Necional, 19YT7. (Schedwle 5 and workinrg pepers).

?) rcB (Wrdiscount figures).

1/ Banco lIndustrial, Banco de ¥

2/ Ranco de 1a Viviends.

inanciaatento Inductriel omd wortgoee scction of the Banco llipotecario Maclonal
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outstanding year-end balances and show an average annual grewth
rate of aprroximately LL% over this period. Approximzately 79%
of the amounts shown are in general categories which are eligible
under the guaranty program,

*n additicn to the figures in Table 6 , an analysis was
also performed of new credit activitles over the same period.
These figures are presented in Table 7 . In sumary, nevw lending
by the private banking system was as f{ollows:

Table 8
(in millions of US$)

Year Amount Increase

Apount Percentage

1973 63,

1974 89,9
1975 g.b
1976 131.8

6.9 L3%
2.5 3%
9.k L3%

Source: GIASE, Estudio del Sistex=a Baacario Nacional, 1977

2

3

With the exception of 1975, these figures also demonstirate credit
expansion over LO% per year.

The principal reason for this large growth in private tank
credit was the eccncmic stability which has characterized the post-
1971 pericd in Bolivia. While this stabliity is expected Lo continue
for the foreseable fature, wWe do not telleve this high rate of growtn
can be sustained over the next ?ive years. Therefore, we zave cal-
culated increases of 30% per year as <he basis for our future credit
projecticrs.

A large zart of trne past expansion ¢f tanx credit has gore to
serve traditicnal, ursan custcmers, This will cbvicusly ccntlinue
to be the majcr fccus of the private ccmmercial barks. Hcwever, we
believe that in order ¢c continue tc grcw the banks zust lock for
new cllents, The guaranty trogras provides the banxs an incentive

and an opTersunity o do this for szall farmers, entrefrencurs and
artisans, levertheless, we dc nct exgec: that lending %o these new
groups Will censtitute a majcr bank activity during the implecentaticn
of the pilct stage of the PCGP, Therefcre, In Cur Caloulations sl onew
lending activicy we nave estizated thatl lcans guaranile will constit
1% ¢l the exzansicn S new credis aztivisiasg > pie i

{n TTE0 and 37 Lo LofL. wren whe pmount of ¢

these prolecticns are realistlc 2Tect ticns

system %0 ‘he gusranty Irograz, These calsul

.o

tre follcwing table:




Table 9
in =illions of US$)

PCGP Credit

Year New Lending Increase in Percent of
by Private Banks® lNew Lending increase Anount

1976 131.8

1977 171.3

1978 222.7 51.4 1% 0.51
1979 289.5 66.8 2.5% 1.67
1980 376.4 ' 86.9 L% 3.L8
1981 L89.3 112.9 5% 5.65

* based on expansion of 30% per year
2. Guarenty Pund Financial Projections
Based on the figures in Table 9 above, financial projection
were made for the oreration of <he Guaranty Fund. These projections
are based cn several major assucmpticns, which are describeid below:
a) Guaranty Ccr=issica
The guarenty carmission will be 4§ cn short-ter= loacs (up
to 2k months) and 5% on medium- &d long-ters lcans, An additional
1% is added to the “c==ission for the technical assistance fund.
b) Credit serms
It is estimated that 56% of the value of loans made under the
guaranty prograz will be short-tem and 4L% zedium- ;nd long-term.

This estimate is based cn the follewing calculatiorns.,

Type of ican % short-term ¢ long-ter= % of type of project
in total PCGP vortfolio

Agriculture 70 30 35
Rural enterprises 50 S0 55
and artisanry
Caxunity develop- LO 60 10
cent
Short-ters Long-term
35 x .70 = 24,5 35 x .30 = 10.5
55 x .50 == 27.5 55 x .50 = 27.5
10 x L0 = 4.C 10x .60 = 6,0
20.V Ve

id
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Total Credit Lent under PCGP

A.

Income

Guarantce Commigsion:
a) Short-term loans (56% of
lending activity)s5%

b) Long-term loans (k% of
lending activity) 6%

Expenditures
Technicsal Assistance Fund

Net income from guaranty com
missions

TABIE 10
GUARANTEE COMMISSION

1978 1979 1980 1981 Total

500 1,650 3,500 5,600 1,250
1b.o Lh6.2 98.0 156.8 315.0
13.2 h3.5 R4 147.8 296.9
27.2 89.7 190.4 304.6 611.9
5.0 16.5 35.0 56.0 112.5
22.2 73.2 155.4 248.6 h99.4




R

TABIE 11

CASH FLOW T »
(In 000 Us$

1978 1979 1980 1981 1982 1983 1984 185 1986  Total

-q’!-

I. Income
Balence from previous year - 17.3 30.9 97.7 221.3 146.8 136.4 119.8 117.8 -
Het income from guaranty
commissions 22.2 73.2 155.4 248.6 - - - - - NE9.N
Interest earnings - 0.9 1.6 .9 1.1 7.3 6.8 6.0 5.9 h.s
Recuperations of guaranty
payments - 0.8 3.6 9.5 18.4 18.6 6.2 h.6 1.8 63.5
Payments by AID/BCB - - - - - - - - - -
Tolal Income 22.2 *.2  191.5 360.7 250.8 172.7 149.4 130.4 125.5 607.4
II. Expenditures
Administrative costs - 40.0 ko.o 40.0 25.0 10.0 10.0 5.0 - 170.0
Guaranty payments:
1978 ST 2.1 4.2 - - - - - - - 6.3
LT 0.6 1.2 1.2 1.2 0.7 - - - - h.9
1979 ST - 6.9 13.9 - - - - - - 20.8
LT - 2.0 h.o k.o 4.0 2.3 - - - 16.3
1980 sT - - ik.7 29.4 - - - - - .1
LT - - h.3 8.6 8.6 8.6 4.6 - - 3.7
1981 st - - - 23.5 h1.1 - - - - 70.6
LT - - - 6.9 13.8 13.8 13.8 7.1 - 55.4
Guaranly payments of interest
accunulated during delinquency
period 0.2 0.9 2.5 4.8 4.8 1.6 1.2 5 - 16.5
Guaranty fce to AID 1.3 h.1 8.8 14.0 - - - - 28.2
Guaranty fee to BCB 0.7 2.0 h.4 7.0 - - - - - 1h.1
Total Expenditures h.9 61.3 93.8 139.4 104.0 36.3 29.6 12.6 - 481.9
I1I. Balance (Capitalization) 17.3 30.9 97.7 221.3 146.8 136.4 19.8 117.8 12s5.5 125.5

ST = Short-term.
LT -~ long-ternm.

* DBased on 3% portfolio losses.
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Based on these calculations and the guaranty cozmission
amount, Table 10 presents the estimated generations ’rcm the
GUAT '&nty ccomission turough 1981,

¢) Loss rate

The financial pro:ections for the Aund were calculated on the
basis of a loss rate of 3% of the amcunt of loans guarantied. As
can be seen frar the exazples presented above ia Secticn III. A.2
(p..31), this loss rate is quite reasonadble.

d) Cask flcw

Table 11 rresents the cash flow of the Guaransy fnd with che
assuced 3% lcss rate. It shculd be noted that these -ro*e cions
assure ccnt‘"uaticn of the guaranty program cnly through 1681, ASter
that tice n W lending {or !ncare frcm guaranty coxmissicrs) ¢
projected,

(2]
(2]

The et inccme frox= _:;uara."’;{ s
10 . Inter earnings are calculated
the previou The resnuces or e
savings acc aing 0% interest ear. =Hzowever, tecause
of the need ese unds at d 1<
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Benefits

50% of salaries of PCGP
unit staff 600

Totel nonthly salaries $ 2,300

stizated annual salaries 27,600

Annual overhead costs 12,000

Total annusl costs 39,600

It is expected that these costs will be reduced subseguent
to 1981, since there will be no new lending and decreasing guaranty
rayrent activicy until ail fund obligaticns are paid :in 1685, Guaranty
Daycernts are calculeted cn a different basis for shors- and leng-ters
loans. The estizacted everage terz Jor short-ters lczans &s 18 zcnth

and payc=ents are calculated on the tasis of 33% cf the tcral Tay=ents
during the year in which the lcan war —ade and 7% in tre fellewing
year. Jor lrng-ter= lcens, an everege ¢f four years {5 estiz ted,
with gueranty paymenss calsuated as follews: 12.5% in zhe year the
loan was zade, 257 in eeck of she nex: three years, and 1Z2.5% in

the Zcurih yeer after the ican was = ce. Thele calculatians assuze,
for prurpcses cf average Frefecticns, years beginning couy 1 and
ending June 30, Guarantv pavments fir incerest accuzuwliated during
the delinguency rericd are ca.c_acec a- €.5% of gueranty ctayzents
zade during that year, i.e. 150 days' interes: based on an annual
rate cf 13%. The guaranty fee $o AT i 0.25% ¢cf <he azount of
lcans guerantied anzd th gaaranty Tee to 303 is 5.125% of the amount
of loans guarentied, The talance arser exgzenditures (s the net

capitalization of the Pund at tne end of each year, As Tadble 11

indicates, wWith 3% lcsses, the Tund has $135,500 in capital ater
all obiilgaticns are cet on loans rmade tercugh 1651,

e) AD exposure

Table 12 gypresents the calculaticns of AT and BC2 exvosure
frem PCGP cperaticns wish a 3% loss rate. Repayment activity is
based crn the same calculations of average lcan terx and revaymens
as descrided adbove in <he cask flow -~nalysis fcr guaranty payzents,
i.e. 18 menths for short-ters lcans and four years fcor icng-term

icans, The TGP torsfslio is <he net cutstanding calance of all
loans guarantiez at the end cf eacr year, sudiracting recasments
zade during the year, AT and 2°% eyposures are caiculated by

Tirst substracting fres 75% cf the rortfciic the amcunt ¢f resaurces
in tie Suaranty Aund (frcz Table 11 } and dividing the rezainder

nic the 5C% corressonding <o AT and the 25% corresponding %o the

3C3.
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II.

IIX.

New lending Activity
Portfolio from end of
previous year

Repayment Activity:#

1978 st $ 280

LT 220

1979 ST Rl

LT ',?-6

1980 ST $1,960

LT $1,540

1981 ST $3,136

LT $,464
Portfolio
Exposure

Guaranty Fund##
AID Exposure
BCB Fxposure
Iender Exposure

ST = Ghort-term.
LT = Long-term.

» Repayment activity on

TABILE 12

PORTFOLIO AND EXPOGURE SCIEDUIE I

(1n 000 us$)
1978 1979 1980 1981 1982 1983 1984 1985 1986 Total
500 1)650 3’500 5’600 - - - = d 11,250
= 379 1)389 3,190 5, 507 2,20" 1,113 308 - -
§ 93) ( 187 ( 280)
28) ( sk 55) ( 55) ( 28) 220)
é 308 616) xbh)
91 182) ( 182) ( 18) ( 89) 726)
6s53) (1,307) (1,96n)
193) 386) ( 386) ( 386) ( 189) (1,540)
51,0’6) (2,091) (3,130)
308 ( 616) ( 616) ( 616) ( 308) (2,464)
379 1,389 3,190 5,507 2,204 1,113 308 - -
379 1’ 389 3’ 1% 5’ 507 2’20,‘ 1) 1-13 308 = =
17 31 98 221 1h7 136 120 - -
178 673 1,529 2,605 1,004 465 74 - -
89 337 765 1,303 502 233 37 - -
95 348 798 1,378 551 279 Yu4 - -

loans made in years indicated.
#** Baged on 3% portfolio losses.



TABIE 13

SALIENT RESULTS OF TIHE ANALYSIS (Estimated 3% Losses)

(.1 000 Us$) -
Net Guarantce Payments® Fee Collections
Amount of AID Guarantee
cY Lending Portfolio Exposure AID Funds BCB Funds Fund AID BCB
1978 500 379 178 - - 2.7 1.3 0.7
1979 1,650 1,389 673 - - 13.5 h.1 2.0
1980 3, 500 3,190 1,529 - - 34.5 8.8 4.4
1981 5,600 5, 507 2,605 - - 6h4.1 14.0 7.0
1982 - 2,204 1,004 - - 55.8 - -
1983 - 1,113 L65 - - 6.1 - -
1984 - 308 74 - - 12.2 - -
1985 - - - - - 2.5 - -
1986 - - - - - ( 1.8) - -
11,250 X0 X000 0 0 189.6 28.2 1h.1

Mojor assumptions:
1) PCGP will be effective thru CY 198).
2) Cuarantec Commissions: 5% for short-term loans (1% is nllocated to Technicol Assistance Fund).
6% for medium and long-term loans (1% is allocated to Technical Assistance Fund).
3) 56% and k% of total lending will be for short-term loans and med fum-long-term loans, respectively.

* Actual payments less recuperations.
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£) Salient results of the analysis

Table 13 presents the =ajor conclusions frox Tables 1.
and . As has been noted, with 3% portfolio .osses, the und
builds up a substantial capital. The AID expcsure reaches ‘ts
maximuz authorized levels scmetime in the last half of 1681, as
Which time either new lending will nave to be reduced below thne
projecticns or the AID authority will have %o be exganded., HNo
Fayzents to the Fund by AID or the BC3 will be necessary.

3. Sensitivity Analvsis

1

Althcugh it Ls exgected that losses in the RGP portfzll
will be lizited ¢c 3%, calculations were also zade for vrciecte
losses of L% Tables 2 |, 15 and 15 ) and 5% (Tables »7 ,

18 , and 13 | o examine the viability of the crogram with
these nigher 1cs55 rates. As this analysis shows, witk 4% losses,
the Fund still Bullds up a sizable capital withious the need for

4

[+ S

.

A cr 2C3 payzents, AT exposure does incresse 31 ghtly, tut
not signilicansly.

Tte situaticn with 5% losses is scmewnat 2:i7farent fay-
zents by AD and 2C3 are necessary beginning in L1356, end sctal
$4L,5C0 befzre all Mund cbligaticns are zez., Although undesirable,
these losses rcughly correspond %o the §42,35C reid 0 AT and sh
BC3 in guaranty fess Irom 1578-1681, nct including interest that
=ight have accumulated cn thase fee reyments,

Cre izpcrtant cznsidera<icn shewld be gest in zind when
analyzing the viability of the fund with 39 issses, nowever,
As was dexcrnstirated abcve in Sectich IIILALZ (223l ), lenders
particizating in the preogras will lsose mcney LI the loss rate
8ces abcve 4%--,5%, Wnile tnis L5 trie using the exactles of
refinanced lzans, we have estizated that a meximum of 25% of all
lcans made will Te refinanced and it L5 dzuzelll shat lernders
would chase tco switch S¢ using their cwn rescurces for 0P
tyre lcans when refinancing is ungrefitacle, even tazugh sae
Tay Ye able %2 mave a szall profis, Therelcre, we bezteve :gat
belore lcsses reaczn 57, the system will autzzmatically cease ¢z
funciion, or will Nuncticn at a reduced Level wish mcre secure
lcens, which will reduce the cverall 1355 rate. A3 a resuls,
the Missicn belizves thet the iaransy orogran Ls scund Srem
financial teoint of view and 45 desiimed ‘m sucn 2 way trhat a self-
sufficient Gueransty ™ind is assured,



I.

II.

III,

TABLE 1h

CASH FLOW I #
(In 000 US$)

178 1979 1980 981 1982 1983 1984 1985 1986  Total
Income
Balance from previous year - 16.4 24h.9 79.0 178.5% 81.8 65.7 41.6 34.6
Het income from guaranty
commicsions 22.2 73.2 155.4 248.6 - - - - - 499.4
Interest earnings - 0.8 1.3 4.0 8.9 4.1 3.3 2.1 1.7 26.2
Recuperating of guaranty
payments - 0.9 4.8 12.7 2hk.9 24.8 8.2 6.0 4 84.7
Puyments Ly AID/BCB - - - - - - - - - -
Totnl Income 22.2 91.3 186. 4 34.3 212.3 10.7 T7.2 49.7 38.7 610.3
Expenditures
Administrative Costs - 40.0 Lo.o 4o.o 25.0 10.0 10.0 5.0 - 170.0
Guarantce Payments:
1978 ST 2.8 5.6 - - - - - - - 8.4
LT 0.8 1.6 1.6 1.6 1.0 - - - - 6.6
1979 ST - 9.2 18.5 - - - - - - 27.7
LT - 2.7 S.4 S.h 5.h 2. - - - 21.8
1980 sT - - 19.6 39.2 - - - - - 58.8
LT - - 5.8 11.6 1.6 11.6 5.6 - 46.2
1981 ST - - 31.4 6.7 - - - - 9h.1
LT - - - 9.2 18.4 18.4 18.4 9.5 73.9
Guaranly payments of
interest anccumulated
during delinquency period 0.2 1.2 3.3 6.4 6.4 2.1 1.6 0.6 - 21.8
Guaranty fee to AID 1.3 4.1 8.8 14.0 - - - - - 28.2
Guaranty fee to BCB 0.7 2.0 h.4 7.0 - - - - 4.1
Totunl Expenditures 5.8 66.4 107.4 165.8 130.5 45.0 35.6 15.1 - 571.6
Balance (Capitulization) 16.4 24.9 79.0 178.5 81.8 65.7 41.6 34.6 38.7 38.7

ST - Short-term.
LT - long-term.

» Based on 4% portfolio losses.

-og-
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' III.

II.

Iv.

New Lending Activity
Portfolio from end of
previous year

Repayment Activity:#

1978 sT ¢ 280
LT 220
1979 ST Ry
T 726
1980 ST $1,960
LT $1,540
1981 ST $3,136
LT $2,L6h
Portfolio
Exposgure
Guaranty Fund#
AID Exposure

Banco Central Exposure
Lender Exposure

ST » Short-ternm.
LT = long-term.

TABIE 15

PORTFOLIO AND EXPOSURE SCHEIWLE I1I

(000 us$)
1978 1979 1980 1981 1982 1983 1984 1985 1986  Total
500 1)650 3’5m S’6m = - = - - 11’250
- 379 1,389 3,190 5,507 2,204 1,113 308 -
( 93) ( 187) ( 280)
( 28) ( shk) ( s5) ( s5) ( =28) ( 220)
( 308) ( 616) ( 9eh)
( 91) ( 182) ( 182) ( 182) ( 089) ( 726)
( 653) (1,307) (1,960)
( 193} 386) ( 386) ( 386) ( 189) (1,5h0)
1,045) (2,091) (3,126)
(_308) ( 616) ( 616) ( 616) ( 308) (2,16h)
379 1,389 3,190 22207 2,208 1,113 308 - -
379 1,389 3,190 5,507 2,20k 1,113 308 - -
16 25 79 179 & 66 u2 - -
177 675 1,542 2,633 1,047 512 126 - -
89 337 ™ 1,317 52l 256 63 - -
9% 3u8 798 1,378 551 279 ™ - -

* Repayment activity on loans made in years indicated.
#* Based on 4% portfolio losses.
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TABLE 16

SALIENT RESULTS OF THE ANALYSIS (Estimated W4 losses)

(In 000 US$)
Net Guarantee Payments# Fee Collections

Amount of AID Cuorantee
CcY Lending Portfolio Exposure AID Funds BCB Funds Fund AID BCB
1978 500 379 177 - - 3.6 1.3 0.7
1979 1,650 1,389 675 - - 18.2 4.1 2.0
1980 3,500 3,190 1,542 - - u6.1 8.8 b4
1981 5, 000 S, 507 2,633 - - 85.7 1k.0 7.0
198 - 2,204 1,047 - - 74.2 - -
1983 - 1,113 512 - - 8.1 - -
1984 - 308 126 - - 15.8 - -
1985 - - - - - 3.5 - -
1986 - - - - - (2.4) - -

11,250 ) 9.0.0.¢ X000 - - 252.8 28.2 1k}
Major assumptions:
1) PCGP will be effective thru CY 1981.
2) CGuarantee Commissions: 5% for short-term loans (14 18 allocated to Technical Assistonce Fund).

6% for medium and long-term
3) 56% and kg of total leuding will be for short-term

* Actual payments less recuperations.

loans (1% is allocated to Technical Assistance Fund,
loans end medium-long-term loans, respectively.



TABIE 17

CASH FLOW I11%
(In 000 us$)

1978 1979 1980 1981 1982 1983 1984 1985 1986 Total

Income
Ralance from previous yeor - 15.4 18.8 60.2 135.7 16.1 - - - -
Net income from guaranty
commissions 22.2 73.2 155.4 248.6 - - - - - 499 .l
Interest earnings - 0.8 0.9 3.0 6.8 0.8 - - - 12.3
Recuperations of guaranty
payments - 1.1 6.0 15.9 30.8 31.0 10.3 7.6 2.8 105.5
Payments by AI1D/BCB - - - - - 5.8 R.2 9.3 (2.8) Uulu.s
Total income 22.2 90.5 181.1 327.7 173.3 53.7 h2.s 16.9 - 661.7
I1I. Expenditure
AMministrative Costs - 0.0 0.0 0.0 25.0 10.0 10.0 5.0 - 170.0
Guaranty payments:
1978 ST 3.5 7.0 - - - - - - - 10.5
LT 1.0 2.0 2.0 2.0 1.3 - - - - 8.3
1979 ST - 11.6 23.1 - - - - - - 4.7
LT - 3.4 6.8 6.8 6.8 3.4 - - - 27.2
1980 st - - 24.5 hg9.0 - - - - - 73.5
LT - - 7.2 k.4 b4 L.t .3 - - 57.7
1981 sT - - - 39.2 78.4 - - - - 117.6
LT - - - 1.6 23.2 23.2 23.2 11.2 - x4
Guaranty payments of interest
dccumulated during delinquency
period 0.3 1.6 .1 8.0 8.1 2.7 .0 0.7 - 27.5
Guaranty fee to AID 1.3 .1 8.8 1k.o - - - - - 28.2
(hinranty fee to BCB 0.7 2.0 L. Ui 7.0 - - - - - 1k.1
Total Fxpenditures 6.8 T1.7 120.9 1.0 157.2 53.7 k2.5 16.9 - 661.7
II1I. Balance (Capitalization) 15.4 18.8 60.2 135.7 16.1 - - - - -

ST = Short-term.
LT = long-term.

» Based on 5% portfolio losses.



TABLE 18

PORTFCLIO AND EXPOSURE SCHEDUTE ITI

(000 us$)
1978 1979 1980 1981 1982 1983 1984 19685
I. lending Activity SO0 1,650 3, 500 5, 600 - - - -
Portfolio from end of
previous year - 379 1,389 3,190 5,507 2,204 1,113 308
II. Repayment Activity:#®
1978 ST ¢ 280 ( 93) ( 187)
LT 220 ( 28) ( sh) ( s5) ( 55) ( 28)
1979 ST $ QU ( 308) ( 616)
LT $ 726 (91) ( 182) ( 18) ( 18) ( 89)
1980 ST $1,960 ( 653) (1,307)
LT $1,54C ( 193) ( 386) ( 386) ( 386) ( 189)
1981 ST $3,136 (1,045 (2,091)
LT $2, W6k (_308) ( 616) ( 616) ( 616) ( 308)
III. Portfolio 379 1,389 3,190 5, 507 2,204 1,113 308 -
IV. FExposure 379 1,389 3,190 5, 507 2,204 1,113 308 -
Guaranty Furdw#» 15 19 60 136 16 - - - -
AID Exposuve 180 681 1,555 2,663 1,091 556 154 - -
BCB Expos-re 89 341 ™ 1,331 shé6 278 a4 - -
lender Exposure 95 348 798 1,377 551 279 7 - -

ST = Short-term.
IT = long-term.

Repayment activity on loans made in years indicated.
"% Dased on 5% portfolio losses.
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TABLE 19

SALIFNT RESULTS OF THE ANALYSIS (Estimated 5% Losses)

(In 000 us$)
let Gunrantce Payments® Fee Collections
Amount of AID Guarantee
cy Lending Fortfolio sure AID Funds BCB Funds Fund A1D BCB
1978 500 379 180 - - h.s 1.3 0.7
1979 1,650 1,389 681 - - 22.9 h.1 2.0
1980 3,500 3,190 1,555 - - 57.6 8.8 LY
1981 5, 600 S, SO7 2,663 - - 107.1 1k.0 7.0
198 - 2,204 1,091 - - 93.3 - -
1983 - 1,113 556 3.9 1.9 10.0 - -
1984 - 308 15k 21.5 10.7 20.2 - -
1985 - - - 6.2 3.1 3.6 - -
1986 - - - (1.9) (0.9) (2.8) - -
11,250 300X 000X 29.7 14.8 316.4 28.2 k.1

Major assumptions:
1) PCGP will be effective thru CY 1981.
2) Guarantee Commissions: 5% for short-term loans (1% is allocated to Technical Assistance Fund).
6% for medium and long-term loans (1% is nllocated to Technical Assistance Find).
3) 56% end Lh% of total lending will be for short-term loans and medium-long-term loans, respectively.

* Actual payments less recuperations.
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C. Social Aralysis
1. Soclo-Economic Profile of the Target Group*

Aproximately 69% of the population of Bolivia (3,238,000
peopie) live in rural areas. Of this population, over 80% live in the
Altiplano and Valles regions., The Tural population is distributed in
the following zanner by Departments:

MIELE 20
Region Pooulntien Percentage
Altiplano 1,596,770 L9.3
La Pz 829,438 25.6
oruro 18-6, 862 5.8
Potosi 580,470 17.9
Valles 1,016,555 31.4
Cochadbarta 573,393 17,7
Chuquisaca 29L,458 9.1
Tarija 148, 704 4,6
Oriente 62k, 766 19.3
Santa Cruz Ls6,83L k.1
Beni 137,267 L .2
Pando 20,665 0.9

Source: GIASE, Estudio del Sistexa Bancario Kacional, 1977

The prim8ry beneficiaries of the guaranty prograz will de
szall farmers, szall-scale rural businessmer, artisans ir rural
towns and urtan areas, and rural ccc=unities in general. Secondary
benefits fro= the artisanry and dbusiness activities financed through
the prograz will elso accrue <o sx2ll farzers and other rural poor
wvho supply irputs for, purchase the producis of, or grevide labor
for these activities, Wwhile the guarenty »rcgrez has a nasioral

* The infcrration for this section ccmes princizally from Jazes T.
Riordan, "An Assesszent of the Target Region ‘or USAID/Bolivia's
Agriculture Sector IT Loan"”, and the TS and GIAST studies under-
taken for USAID/Bolivia.

[
~A
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focus, based on the selection criteria designed for the program and
oa the past history of private bank activity {n the target sectors,
it is expected that the major benefits of the PCGP in Bolivia will
be to the Altiplano and Valles regions. The rural areas in these
regions are characterized by alzmost uniform poverty and contain the
bulkx of Bolivia's rural popula‘icn,

a) Small farmers

The follcwing sccio-ecorcmic profile of the small fanaer
target group for the guaranty p'cg*am i{s drawn from the recent Riordan
assesszent of Chuquisaca, Tar'je and Potosi, Wwhile the s;ect 1c data
relats to agricultural year l<76 77 4n these areas axclusively, it {is
believed that these areas are regresentative of the other Altiplano
and Valles areas which are i{ncluded in the PCGP's grincipal focus.

Yean net hcuserold inccme for rural farm nousenrolds in
these areas was 3327 {n 1976-77. Cn a ter cezita tasis this represents
{nccme of only $£2, This measure includes all inccme *e*e‘"ed b/
these nouseholds, inciuding an izputed azouns fcr consuzdticn of pro-
ducts oroduced on the far=. et lLcusencld cash lncczme a"e'agnﬁ $2h4
or $47 per ~anita. Averige i{nccee relacted directly %o :a::x:g activi-

b IS |

ties azount24 %0 cnly $i%u or 327 cer capita. AsTrexizately ST% of
this amcunt wes derived frcz cash transacticns. Therefcre, conly YL

of net housencid irmcczme is atsri®utable to net farm incoce, while s
zmere 27% ¢ net househcld cash inccme is due ¢ net farm cash inccme,

It is c.ear, ~he:n, that farz ncusehoids {n th! *egion derive cnly
a relativeiy =inor pare o their inccme frcm their cwn farm enter-

orises.

The average farm size in this regilon (s 4.0 hec:a*es, and
SO% 0f the farms are less than 2 hectares in size. Only siightly more
than 8% have farms 19 hectares or larger. FHousehold inccme estimates
are relatively ccnstant acrcess all farm size grcups, although fam
inccrme estirates are vogitively releted to {arx size,

Most of the cultivadle land on <hese far=s was in
temporar: crcds and nasural pasture. The mjorisy of farzers cwned
soe type of castsle (=cstly oxen), sheep, gcats, oigs, durres or
horses, and toulsry. Over 75 of she 'an:ers in this region used

anizal tracvicz. <Cnly atoroxizaseliy 5 s ned definicive %itle ¢
their land, Ap;rcxi:a:el* 277 nired 13t c' Ter werx con sheir farms
for an average o S8 days. nly L7 live wishin cne hsur ¢f sh
place where %hey marves their produce, while over 5€%4 Live =ore
shan 3 acurs Sroz markes, Over 25% of the firm nouseholdsin snese
far= in agricalcure,

regicnsmd mexmbers ezplcyed cn a dally taslis ¢ff-

while 2u9 nad fazily mecters exployed cff-Jarm (o 0

=
1
acn-agriculiural
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tivities. Alzmost 70% of the farm households were 11¢ terate, i.c.
either the head of the household, spouse or eldest son could read
and write.

Approxizately 884 of the hcuseholds ‘nterviewed for
the Agriculture Sector II survey oroduced scze sor: cf anizal oy-
prcducts and 100% produced scze trocessed troducts. These activitie
include production of wool, hides, cheese, textiles aand leather
articles, R*weve' only li% of these househclds sell these rroducts,
indicating tha :be majority is for hezme censumption.

Approxizacely 567 of the farm households sell farm pro-
duc‘s off heir farms a"d 20% sell farc prciucsts on the 'an:. 9%
ell their products retalil ir fairs, 22% sell their products retail
L“ olaces other than ’a",, 27% sell through middlemen, 1L% ¢o
truckers aad 22% ¢c fr-e"‘f and relatives,

Less tran 7% of the farmers in this regicn received
credit {roz any scurce, of which approximately half was frox the
fermal tanzing sycsez=. Cf these berrowd froo informal scurces,
alrmost all berrowed from friends end relatives, Destite this extreze-
ly low percentage cf credis r
did nct need credis. Credis
aporoximactely 21,100, The
were fcr the turchase cf se

ther livestcck, zs well as
rrigation systezs anl fences,
of credit as a reason ixmpeding
6€% reported credit 8s a need %o
n ed
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In addition to their iack of credit, over 95% of the
farmers in this regica received nc techuical training or assistance,
although over 97% wanted such assistance. 77% repcr'ed lack of in-
formation as a resscr impeding their adcoticn of new technolegy and
over LS% Telt that infcrmation cr technical assistance was needed to

Nae

increase their agriculsural procduction in she ~:ture.

2]

b) Rural enterprises and artisanry

The follcwing da%e was :ake" frca the ESEM study of
rural credit demand and technical assistance for rural ent rrrises,
agro-‘ﬂdus’ /, artisanry and ccmzmunity develorment projlects, 3ecause
the universe of ‘usinesses intersiewed as ?a" cf ~hat study includes

persons or grcupg whe would nct be eligitle for the guaranty crograc
because they presently vessess sufficient guaranties ¢ gualily fer

institutional credis, the descripticn below protably cvers:ates the

sccic-econozic characteristics cf tha PGP targes gr 3.
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The value of the assets cf the rural enterprises inter-
viewed averaged $L,7C0 for small {ndustry and arsisanry activities
and $24,L00 for rural entercrises related to agriculture. Arproxi-

tely Lkg of all rural enterprises had assess of less than 82, 5¢0
and 6L% rad less shan $12,200. The average annual volume of ousiness
of these exterprises was $3,2C0 for small industry and artisanry and
$1L,1C0 for agriculeum: enternrises. et annual ‘accize frem these
businesses avaraged 32,200 for szall ustry and arsisanry ‘rman ing
frem a low of 3120 in la Paz Zepartzent to $4,200 in Pc=os!) end
$3,200 feor agriculsural enterprises; 829 o these r:m enterprises
had annual net incczes telcow $10,000. The communisy velsrzent pre-
Jects interriewed rad assets valued a* an average c? 323,770, wish
annual sales (:os:ly of servizes) o?f $29,000 and nes annual inccme

£ 84,100,

(% o Jb4 ST
)~

r »
» f
)y

Rural enterprise activities generally eztloyez 10-11
people, of whna 3 were classified ags skilied, 3 semi-skillied, and
L-5 unskilled workers. Community develcrment preolects <ended to have
the sazme average numbter of exployees, not including voluntary, sel’-
help lador, although zore tended 2o de n “he unskilled casegory.
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2. Sccial Teasiniliey of rcgrac
The socirl feasgidliiity of she erogcsed :arman
dezonstirated by the sccio-eccacmic craracterissisg a
group described atove, a8 well as bty several addisics
Fregmam responds to terceived resl needs of the targes
credis and technical assistance, The rrecgman ofers ac
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institutional credit by reducing the guarans requirezents of
lernding institutions whick is at present a rmajor corstra‘ nt, rar-
ticularly to small private businessmen and artisans {n rural areas.
The target group, espvecially srall farmers, perceive credit and
technical assistance as requisites for increased troducticn.

rct another standrcing, the characteristics o0f the szall
farzer “arge' group described atove raxe both a g"cultura’ end rural
ute*p'ise activities sccially feasible. A subsstansial proportion of
r= househcids have scze fasily mexber who Works cff-farm in agri-
u;’"*a activities. With sufficient rescurces ang assistance, %this
iaber cculd te tavred for cn-fars 3c:ivi:ics aized at increasing

b
)
!.
it

n the relaiiv
the pregrac,

farm inceze. In additicn, with the significent nix=ter cf farm fazilies
with mezbers worzing off-fars in ncn-agrisulsural acsivisies and the
underlying reservcoir of skills implied Ly the alemcst universal precess-
ing of prcducts bty small farc femilies, the estatlishzent or excansicn
Of rural enterprises cr artisenry activisies will Te facilisaced.

A mjor factcr infliencing she sccial feasidilicty ¢f i
program is the percesticn of tan:ing instisusicns ty pctential berrow-
ers and vice versa. Obviously this {5 a major pcuensial prebler area,
evidenced Ty the minizal a.o"ﬁ:s of credit currenily received by she
target group. There cften exist ma‘cr cultural differences teTween
the urdan-oriented and -lccased tankers and sheir Totential rural
clientele. The incidence ¢f berrowing from the infcrmel aredis zarges
dencnstrates & reluctance cf ruivel Fwellers =2 geT invclved with a
tanking insticusion., Change in shese 25TeCcts Wwill ccze sicwly end
cnly as the tanxs extand their cutreach intc the rirel areas. Tais
process has alreedy Teguin in zany areas whnere the 05T i expected o
focus through orograms such as SRA-2. Tnrough she design ¢f the
technical assiscance elezens, iz is anticizaced that the trocess wil
continue and that tenxers and rural businessmen and farmers will be-
coze zore and mcre fazilipr with each cther, Ixperience cn Tregras
such as FPA-2 has teen generally pesitive to date, <he tanks are te-
ccming wcreas::gly aware lrat small fermers are gocd credit risks
and can te gcod clients, Therefcre, while nc drazacsic change is
expected in the short-run, the Missicn believes zhas this ‘actor does
not tresent a major social ccn .rain: “C the success cf the guaranty

ely smail n

‘
prograz, especially give of credi: being
0

rrolected for <tne life
3. listritution of the Xnefits cf *he ®rogran
In general, the guaranty prograc will rcake a positive contri-

bution to the distridusion of income in Bolivia. The rrojects to be
guarantied under the prograz will be principally oriented <o supplying
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the needs of the lccal areas i{n which th

alternative and additional sources of
the provision of new job oprortunities.

ted will be those which are presently voor, tecth

ey are lccated and will creace

incczme in these areas through

The areas and sectors tenefit-
in absolute terms

and relative ‘v other areas in 3olivia, The prcgraz will provide

access, oftcn for the first tize, of the targe: teneficlaries %o credit,
inputs, technical infcormation and assistance and markets. Irn addition,
by channelling credit in scze instances through lccal-level organiza-
tions such 13 CEISZC, AgroCentml and riml credit unions, as well as

through <he financing of proiec
the pregram will contritute %o She

civation at the lccal level,

L. Role of Wccen

s by cczaunity azad ars
{zrrovezent of ta

isan groups,
target grcup parti-

The guaranty prcgran will bernefit wozen through premoting
lending for agricultural and business enterprises in which <hey are
involved either as tcrrcwers or workers, wezmen in rurel areas in
Bolivia zake several izpcreant contritusicns tc housenrold inceme,
bot on- and off-farxz, ‘%ezen parcticipate in agrizultural preduction
activities, often zarticiczca in Zecisicns whether %o use or not
mode*q inputs, influence cheir nustana's decisicns tc cdbtain credis,
frequently zarke: the tulk of tne fazily's farm preducticn, and are a
potential scurce cfaf-farm incczme shrough exztloyzent (o lccal businesses
or “hrough sales of prccessed graduzss, Cver il% ¢f che rura’ ncuseholds
in the 4gr1c ultural Sz2esor IT survey were headed by -c-e", and these
households tended %o te relatively worse cfl than thcse headed hy =en,

In the saze survey, cver L£% of fezales eged 12-60 were e gage‘ prin-
clpally o agriculture, Under <he ICGP, wipen will be e tle %o
borrew {rcx sarcicipating ienders on an equal tasis as zen,
D. Zconozic Aralysis

The econczic benefits of the prcject include ezploymens zeneration

~
-
)

in rural areas, increases in the inccmes
the torrcwe~s and rurl areas in general

duction thr.ugh i{zproved far=zing operatio

and standard cf . "‘:g of
, and increases in fcod pro-
ns and lccal value added

{n
-ad

through the establishzent or expansion ¢ prccessing, service cr
artisanry ensercrisges.

Cver the Tour-year izvlementaticn pericd of the prograz, 2,-18 *
individuals are exgectel %o receive credis, b :hese, an as%irpted
1,575 will e (n agriculture, 225 for corzunisy develcpcen: projects,
and 6:8 Ccr r:ml entervrise and artisanry i{avestzents., Iased ¢n th
estizates cf ‘ots %c e created Ly riral enterwrise ani ccrmunity de-
velotz=ent frcjects calculacted in the ISDM repors+* these invesgtment
. Tnese calculaticns are tased cn the 335"-?tic"s -oga—* ng verage

.can azounts, 4‘3“*1&::1 n of the CG?2 por=fc.i =d credit roLze

'xu‘a‘"°” {n’section TIT A atove (see ote 0. 21V
A 1C for rural entercrises and L4 for ccmmunity develormens,



would result in the creation of approxicately 9,330 new jobs over
this four year period. Most of these jots would be located in rural
areas where they wculd provide addisional off-farz inccze for rumal
poor households and increased econcmic activity at the local level,
Using the estizated annual earnings figure cf approxizately $110 for
off-Tarm non-agricuiturel expicyzent from the Riordan study, these
addilional jcbs cculd potentially increase cff-farz inccme by over
$1,000,C00 over this veriod.

With respect <o farm inccze, the troject would alsc resul®
in benefits thrcugh the provision ¢f credit and <echrical assistance.
Although tased cn a lizited muzber of interviews, the Ricrdan survey
showed that, while zean net farm inccze for ferzers who 343 nct re-

ceive credis was &b 2,754, average net inccme for farmers who received
a low amcunt of credis {up 4o 865,500) wes & 3,346 and for farzers who
received larger azsunts cf credit i¢ was 85 6,326, Again, while tased
on & lizited niuzber c¢f obserations, the saze study shcsed shat the
Tean net farz inccze ¢f farzers who recelved nc technical sraining

cr assistance was 3t 2,53-, while the correszonding azount for farcers
whe received cniy training was $% 7,121, for farmers whc received

only assistance was $b 12,757, and for farmers whe received tesh
training snd assistance was §t 13,280, As chese results demonstrate,
the expected btenelits frez the grograz from an estizated $3.9 =illion
in agricultural credit and frcz the provision of technical assistance
and training are substantial.
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Part Iv: IMPLEMENTATION ARRANGDMENTS

A. Analysis of BCB's Administrative Arrangements

1. Institutional Analysis

The guaranty prograz will be izplerented by the same division
in the 3CB presen*‘y resgcnsible for carcaging cther AIl-financed credit
lines: the Divisidn de fesarrollo. Cvnse‘ueut;j, USAID has sutstantial
working experience with tals divisica and the Divisidn de Cesarrollo

is familiar with AID dcocumentaticn, reguirerents and mcnitcring style.
The Divisicn de Cesarroslls is supccrted ia She rest of the country by
the 3C3B agency in Ccchatamba and the Reglcnal Techaical Cffices in
Tarija, Sucre, 2stssi, Santa Cruz and Trinidad.«

-—ctaa

The Division de Cesarroll dresently has a stalf of 22 cersons
organized in twc sectizns The Technical Aralysis Section is composed

of 6 engineers (inc-"‘ing ag‘ic"""'a- engineers), 2 eccncomists, L
statistician, a3 well as a Section Chief and Tezusy Chief. This Secticn
is p"ua."y resgonsible Icr review of refinancing apc--ca' cns und

the various 33 develorrment programs end the cverall premoticn of :hese
prograzs. The Cperaticns Clecsticn consists of a Secticn Calefl and Deputy
Chief and 6 clerks, a:d L3 resgensitie for the cpreraticnal mcrnitering
and control of the =C3's relinancing activities, including the financial

repgorting requirements.

The Tivisiin de Cesarrolls nes generaily functicned well in
the zanagezent of past and present AIl-financed programs, although
zajor proclex has Leen she delays cause‘ in subican approval due <¢
Division de lesarrcilo evaluaticn ubican apslicatisns and feasiblilics
studles. This has created a subst ﬁ:ia‘ Surden cn the staff of <n
Divigicn., Hcwever, rartially as a resuls ¢f :cint EC3-USAID evaliuasions
¢f the FRI and TRA-2 grograms, th :iv;sié: de Zeserrcllc n¢ lenger
evaluates sublcan applicaticns bus znly reviews Shnex for cinsictency with
the relevant progranm guidelines. This acticn snouli greatly recuce she
tize needez tc agTreove or disagtrove sublcan Tinancing reguests and
thereby make the stalf availatle for addisicnal activities.

Secause cf the unijue neture < the guaranty program, a stecial
unit will Te created in the Iivisilin de Cesarrcllc o aziminister She
2C02, Thls unit will degend on the regular Sivisizn stass Sor technical
Suprort as needed. I i35 nCt expected, nhcwever, thet tne grogram will
add a signilicant turden on the existing stelf, essecially ccnslidering
that this stalf will Te invelved %5 scxme ‘eg*eo anyway ctecause the
ze;or Tirticn ¢f FCG? loans will Te r Seszonsitilicy fer
activitias related %5 this refimancing witn the present
staff and nct te part o <he FCSP unis 5. Hcowever, th
administrative durden >7 these activie lecrease .ecause of

- "-,_...

Tel. s given to estatlisning an

s Loegently
2 ia Sruro,

tecarizal Office

e
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the automatic rediscounting aspect of the guar nty program. Therefore,
the Missior concludes that the Division de Desarrollo is capable of
perfcrming its role in the implezentation ¢f the PCG2.

At present, the 53 has only cne agency in Cochabembe, although
it is considering ccaverting the Santa Cruz Regioral Technical 0ffice
intc an ageacy also. Tne Ccocchabazba agency rnas a staff of 34, of which
14 are professicnal perscnnel. The ageancy has an econczist and an
agricultural engineer who work exclusively cn BCE developrment prograzs.
Trie technical rerscnnel are ccmpetens and have perfcrced their duties
on related rrograms well,
b3 ¢ the Cochabazta agency, %ne B3C3 meintains §
cai Cffices. Trnese offices are normally staffed wich
d ronomist, elthcugh the Santa Cruz office is

L)

Regicnal Techni
an econczist an

scmewhat larger with econcmists and 2 agroncmists. The Regional
Technical Offices were originally creeted <C 2ssist she comrmercial
banking community with 208 rreograss and e nelp rrecxcte end sugervise
these crograzs. In genersl, the cffizes are serforzing their duties well,
have adeduate staff, and nhave %he capatilities %5 assist in the inpiezen-
taticn of the guaranty rrogra=. Thney are in close contact with the coo-
coaostrated themselves %o be

mercial banks in their regions and have de 4
rs in the TRA2 orogram where ¢

b hey have had
subloan aprroval author:ity.

efficient adninistras

O

w———ia o va 1%

2. Role of the I3 in the Administration of the Guaranty Fund

stered bty a special unit %o be
1T A

] bY ni
establighed irn %the Division Desarrclic O the BCB, Initially, this
X ’

unit will be staffed with ¢wc additional personnel - cne eccnomic-financial
analyst to be ir charge cf the technicel aspects of the Frecgras and ¢n
technician t¢ zanzge the creraticnal and adrinissracive asopects, Tnig
stalf will te susicrted by srecialized tecnnical erxper<ise, as needed,
froz the existing Tivisicn de Tesarruilc ger cnnel, especially in cases
where loans guaranteed oy the Tund are refinanczed by the B3 and for
speciaiized progres evaluaticns. In additisn, the existing staffs ¢f
the BCE's Regicnal Technical Cffices will assist in <he imelementation

£ the pregram by serving as ccnduliss for she mcnthly lender repcres, oy
fecllowing up wish participating .enders cn the status of delincuent
guarantied lcens, by assisting in the crovisicn of sechnicel assistance
T0 berrowers, and by zarticipating in the zcnitoring and pericdic evalup-
tions of the creogram ¢C te conducted by tne 303 and USAID. The 32nco del
Estadc, as the X3I's agent in ereas wnere it dces nct nave ean agency
{everywnere excest _a Paz and Ccchavtambe’, will alsc assis® in the
implementaticn cof the trogres by receiving gueranty comxissicn and making
guaranty rayments tc lenders in these areas. Given the considerable
SUPPOreT tc e given toO the Fund edministrative unit by the Division de
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Desarrollo, the Regional Technical Cffices and the 2anco del Estado,
the Mission beiieves the two additicnal personnel to staff the unit
on a full time basis will te sufficient. If, as the program grows
during icplementation, this staff proves to be inadequate, the 3C3
will assiga accther person fNlli-time ¢tc the unit,

The role of the 23 adzinistrative unit or the Fund 42 the
ceeration of the guaran.l zecranisn is descridbed atove in Section
II.3.1 (pp.15 -21 ). The cprerating manual for <he adx 1istraticn of
the prograz will describe crecisely all of the activities of the 3CGP
adeministrative unit acd the zanner in wnich these duties will be
carried out. Basically, these functicns will be the following:

a) Cperaticzns and control
1) Mainterance of a central file conceraing:

(a) berrowers and lcans zad
(b) delinquencies, 2 -..que"CJ serinds, anc losses
(c) doubtfil recugperaticns
(d) guaranty rayments frozm the Tund
(e) register of jarticipating ‘nstitutions,
both lenders and technical assistance

(£) accounting and adzinigtrative data
11) EZxecution and pregaraticn of:
la) payae:ts %7 guarantlies and guaranty fees to

(v) col- ticns froa recuperations after vaywent
£ guaranties

(c) audits, including contracting f-r external au

(d) financiel s»a-e-&nva o’ the Mund

&) cperating regcrts, including annual report of
und cceration

(£} requests for peyzents to the Fund by AID and 2C3,
i€ necessary.

114) Monitoring c2:

(a) trends in approvals and 4isburiement

(b) loan amcrtizaticns and delinguencies

{¢) lender's zperatisas and zcrefsliz statusg, with
fcllow-up actise as necessary %2 lizis lzsses
insofar as tossitle <o antlicizated levels

(d) Mund finencial cpereticns, inciuding investrents.

ot
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b)

!
\

iv) Development and implerentation of an adequate

accounting systex for the Fund.

Technical aspects

i

i)

4
-

)

4
-

Research and planning

establishzeat of an irplementation plan for
prograx. on an annual basis.

pericdic surveys and analyses to identify
investzent opportunities for PCGP-type projects
and deterzine cricrity areas cf credit need.
aralyses tc de i the applicadility of
currert zcnete vy end finencial systens
and needs for
annlyses ¢f fin
such as: (i, de
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Implementaticon

(a)

(a)

developmert and updating of operating manuals
and informaticn systerns.

apprceva. of rarticipating lenders and trairing
of key lender rersonnel,

premoticn of the prograz through dissexination
of infcrrmaticn and regular ceetings with lenders,
rotential berrowers, technical assistance insti-
tuticns, and cther interested entities.

e
publication cf sgpecial sziudles.
orgarization and menitoring cf technical

»

-
periodic insgecticn of PCGP lcans.
review of delincuent lcans as end of delinquency

oaKe reguirecd systexz nodifications based on
1
izplementaticn exterience and evaluation result,

i) Svaluation

periodic review cf project objectives and
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achievements, including eccnoamic and statis
tical analysis of the following factors:

(1) total voluze of loans by leading insti-
tution
(11) distribution of credit by leaders, regioa
and rural and urban areas
(114) mobilizaticn cf private lender resources
(1v) 1levels of capitalizatioc of the Fund
(v) provision of technical assistance to
borrcwers
(vi) operations plan fr the guaranty systecz
(vii) lender compliance with additional collate-
ral lizitaticns and with srogram regula-
ticns in gereral
(vil1) benefits and imzact 9f the :rcg*a~ £3
borrowers and lenders, including increased
incnores and living standarcs of tcrrowers
(1x) @glotal cevelcpment tenefits of progras
(v) special studies cof systez festures ‘e.g. policy,
organizaticn, zethcds and rrocedures, and recca-
mendations to i=preve their ef{fectiveness and
efficiency.

B. Role and Responsibdilities of Participacting Lezders
The participating leaders will have prizary responsibility for
i=plexenting the p'cg-a*, based cn the criter ‘a, procedu:es and regu-
lations in the crerating _nnua-. Prior o initilating cperations under
the progran, key gersonnel 2n the lender's stafl will Te provided

training in the ccncedss ot ard reguiations governing the creratics

of the 2C5P, i{ncluding she use of the cterating marnual, ~s decsceribed
above in Sectizn IIZ, A.L. (9 .27 ), the lenders in xsst cases will
te resteonsidle for assisting the horrcwer in Jililing sut nis/ner
app_ication Icrm and Isr determining the 2cctnimic and Sinancial
feasicility of the ctrozosed lcan, The lender will alsc determine whas,
i{ any, additlicnal guaranties are reguired {rsm the btcorriwer, 4T to a
ligis of -QOﬁ 2 the face value amcunt ol the lcan, Tne lencder will
caxke the lcan without oricr agproval freom the ZCE, excest in cases cf
"e....a.:‘cc“J lzans L.er 325,7CC, It will 2lsc te reszorsitle Jorosuper-

vision 97 the _can T assure ITrogter use I the credit regcurces, In
the event a4 lzan {5 nct reczald oo %Yizme, %the lender nas the coligatien
€O repore this %C the rCCZ7 adminiscrative unis a2nd Jor taring 212
actizsnh necessary % extend cr reschedu’e the Ltan LY Jeasitle cr ¢
recover ai. or a tortion o€ the delinguent lzan. This resceongitillicy
extends teyond the receint £ a guaranty cay-ent bty the ~und.
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USAID will also provide funding for the travel of the two X3
members of the Fund acdminisirative unit $o attend annuel interctuncry
evaluaticns of 2CG2 progress. These evaluations wculd ccntinue the
dialcgue begun at the 3cgota FC5? seminar in June 1577, and will
allow the 2C3 sargonnel izplementing the guaronty prograim ¢ exchange
experiences with those implezenting similar gregrams in Henduras,
liceragua, Cclombia and Paraguay. The estimated c¢cst of this contri-
bution 1is 37,100, {32,7CC in FY-1578) wnich i3 also requested freom
SDP Technical Sugport funds (see Anzex I).

D. Implezentation Plan
1. Approval of prcgraa by AID/W - August 31, 1977
2. Signature of Guaranty Agreecent. - Cctober 15, 1§77

3. Arrival of contract technicilan - October 15, 1977

L, Development of orerating canuals - Cctoter 15 - Novezber 30, 1977

5. Conditions precedent zet - Decexzber 15, 1977

s, 1677

'-4

6. PC52 seminar for 2C3 staf? - Nzvember 20 - Decexber

7. Approval by ECB of at least S apnlications to participate
as lenders in PC5P - Decexmber 23, 1977

8. 2CGP seminar fcr parsicipating lender persoanel - January
g - Jeruary 13, -9”8

9. Inis - Jaauary 15, 1578

P~
-]
ct
['PS
o
4]
o]
Yy
J

x
’

10. First evaluation - July 1978

11, Second evaluaticn - January 1679
12. Third evaluation - July 1979

13, Tourth evaluatizsr - January 1920
14, FiZeh evaluation - Jenuary 19€1

15. Final evaluation - Decembter 1081

5. ?Program ends pilot srol‘ect vhase - Tecember 31, 13€L
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z. Svealuation Arrangezxents for Prograx

The prograx will Yte continua "j oonitored bty the 302 and USAIT
and regular loint K 3-USAIT evaluaticas will be held every siy months
during the {irst two years ¢f the pregram end annually thereafter.

These evaluaticns will examine bceh {inanciel aspects :f trhe ocperaticn
*~ i e Yalade] A A neleaed,, 2ua YNdoened., r ey ee AC on nyroorgme

ol the 2C07 and juantitative and jualitalive resuits of <he progran

for borrcwers end participatin lcnders. Trne tasic zstects of the

prograz are detailed in the discussicon c¢f tre 303 rcle in the suaranty

p'og'a: ebove in Secticn IV,A.Z. {r €k ', These zcints will de

de’i" d in mcre detail during the early cheses ¢ FCGF implementaticn

and the necessary taseline deta will Te c¢cllected 3Ty 3CE personnel,

In additicn ¢o these pcints, the evaluaticns will serve 25 e Zesis

for mexing adiustments in the design of the trogres=. o the tasis

of the resu’ts of the evaluations %2 Ye c¢onducted in Januery of

each yeer, a decisfion will be made whether Oor nct $C continue wisth

the progra=.

it is anticipated that the USAID-contracted technician and hope-
fully an AIZ/W guaranty programs spec ‘alist wil articfpate in
each of the !oint BCE-USAIL evaluations., The s
er

-

planned is indicated absve in the Implezentat:

in addition to these eveluaticng, the 302 staff mexbers respons-
ible fcr the gueranty *rog*a, in Zolivia will percticirate in annual
interccuntry 2CGF evaluation seminars with their counterparss in
Honduras, iicaragua, C ;:r ‘e and Paraguey.

F. Conditicns, C.venants and legctiating Stasu

1. Conditions Precedent tc Issuance cf the First lLetter of
Acceptance

a. Pricr tc the issuance of the first jueranty for an eligitle
loan under the PCGP in Bolivia, the BC3B, as the Adminis t*ayor for the
Prograr, shall submit tc USAID, in forz end substance satisfactory
to AID, the follcowing:

i) An cpinion of the Contrcller General of Bolivia or cf
other ccunsel acceptable to AID tnat the Guarenty Agreecent signed
betweer AILD and the Jovernment of Bﬁ""‘a hes teern duly authcorized
and/or retified bty and executed cn tenalf the Administrator, and
that it constitutes a wvalid and legally ®i ng °biigation of .he

4 <
Administrator in accordance with gll ¢of its teras;

:
~
-

L) A statement of tne names cf the persons holiing or
cting in the cffice *f the Administrator, end a specimen signature
of the person!s! specified in tha% statement, e_prorriateiy certified

as to its au.hent.--.y;
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111) A tize-phased {mplementation plan for the program;

iv) Evidence that a special PCGP unit nas been established
by the Administrator and has been staffed with at least two qualified
techniclans.

v) A standard guaranty agreement form to be executed by
and between the Administrator and each eligible lender.

vi) A copy of operating manuals to be used by the Adminis-
trator and eligible lenders governing the functioning of each in the
izplementaticn of the precgram;

vii) Evidence that the progrnn for training persotnel of
the Administrator and of eligible lenders has been established;

viii) Evidence that the Administrator has established and will
im'lezent with the program a pclicy of autczatically rediscounting
eligitle lcans up to a specified arount z=utually agreed upon by the
Adz=inisrator and AID,

{x) Evidence tha: <he Administrator has estabiished :che
technical assistance fund and that the fund s adequately staffed.

x) An {aplexentation plan for the first yeer's operations
of the technical assistance fund.

b. Prior to the ccmmencezent date for each eligible lender, the
Administrator shall have in its records, {r form and substance satis-
factory to Ail:

L) An executed original of the guaranty agreement between
the Adrinistrator and the eligible borrower; and

11) Evidence tha* the personnel to be involved in the
eligible lender's PCG2 operations have satisfactorily ccmpleted the
required <raining.

2. Covenants
3CB shall covenan% and agree to:

a) Pay to the eligible lender an amoun* equal .o seventy-five
percent (75%! of the %o%al of the outstanding orincipal balance of
each defaulted lcan plus the interest therecn accrued during the
first cre hundred and eighty (12C) calendar days fallcwing the date
on which <he defauls occurred;

v) Pay the administrative and prcmoticrnal expenses asscciated

0
with the guaranty system until the pregram is self-sufficlent under
riteria agreed ugcn oy <he Administratcr and AID;
c) tain AIZ apprcval pricr e effec:irg any sutstantive change
in plans, drccedures, nclic.os and Tanuals ;>_c"~le'l Ty he Adminiscrazer

and AIZ;



d) Rediscount through existing or newly created refinancing
’lines, as outually agreed by the Administrator and AID, those
eligible loans made under the program by eligidle lenders, according
to procedures and condition zutually agreed %o by the Ad=inistrator
and AID;

e) Cause the pregram ¢ be carried ous in conforality with
all ‘he zinuals, plans, schedules and other errangenents, and with
all codi- .cations therein, approved by the Administratcr and AD;

£) Provide qualified and experienced rmanagement for the
Prograz and train such staff as may oe appropriate for the effective
maintenance and operation of the prograno.

Tre guaranty program in Bclivia has beer developed in close
ccordination with <he 3CB. Preliminary discussions have been held
with BCB cfficials and the Minisiry <f Finance concerning the terms
and conditions cf the progrem and tney are in dasic agreeaent. The
Guaranty Agreezen< is teing drafted,

if the legal issue raised in !ssue number 1 in Pare I.z
is resolved in such a wey tc necessitate a simulitareous agreecent
betweer tne tarticizating lenders and the 278, sigrnature cof the
Guaranty Agreemen: might be delayed Zeycri what would osherwise te
expected. ~lihough several pctential lenders have expressed zmuch
interest in the rrogran, to date no discussicns with the trivate
tanking cocmmunity neve been undersacen %o agree upsn re form and
substance cf such an agreezent. 'With a Tositive resolution of this
issue, Joint 3CB/USAT diszussicns wish the private financial

< ble

ccmmunity Wwil: be begun es socn as pele-X-34

99
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28 JuL 1977
LA Fd2
) f/o i '
Ref: Solicitud del "Programa de Garan-
tfa para Créditos Productivos"

P G C P para su implantacién en
Bolivia.

Sedor

Frank B. Kimball
DIRECTOR USAID/B
Presente. -

De nuestra consideraci&n;

El Gobierno de Bolivia considera que uno de bs ob-
jetivos de su polftica econSmica y social es el elevar el ingreso neto per
cdpita y el nivel de vida de la poblacidn, especialmente de escasos recur-
sos. Un medio para lograr dicho objetivo es la implantacidn en el pafs de
un Programa de Garantfa de Crédizos Productivos, que perzita aopliar el al
cance del sistema financiero del pais de manera que incluya prestatarios
privados con ideas de inversidn viables y que no hayan tenido acceso al --
crédico, sobre tr n por falta o insuficiencia de garantias.

El actual sistema de crédito en el piis escd limi-
tado a prestatarios que poseen requisitos de colateral a satisfaccidn de
los bancos, y a financiar actividades a corto plazo que aseguran el pronto
repago del préstamo. El otro sector que no tiene acceso al crédito es con
siderado por los banqueros como prestatarios de riego elevado. Consiguien
temente, los intermediarios financieros son reacios a incluir este sector
en sus gistemas de crédito en las condiciones actuales.

El PGCP neutralizara en gran medida el riego de --
los bancos intermediarios y abrird un canal de criéditos para el grupo mar
ginado en condiciones razonables, por supuesto mejores que las ofrecidas
por el gistema informal de crédico.

Como los objetivos que persigue el Gobierno de Bo
livia, son parte integral de la estrategia de AID en el desarrollo rural
y del sector de menores ingresos solicitamos la ccoperacidn del Gobierno
de los Estados Unidos de Norte América, para qué, a través de la Agencia
Internacional para el Desarrollo brinde el respaldo econémico al proyecto
con la suma de $us.2.500.000.-- que percibirin como retribucidn un 0.25%
sobre el valor nominal de cada préstamo. Asimismo, solicitacos que con
fondos de donacidn, AID contrate los servicios de un técnico-asesor para
las fases de: disefio, implementacidn, capacitacién y evaluacién del pro-
grama de garantfa y financie .os gastos de viaje de personal del Banco
Central de B3olivia a seminarios internacionales sobre programas de garan
tia a realizarse ern cada uno de los paises que estdn implementando dicho
proyecto (Nicaragua, Honduras, Paraguay).



MINISTERIO DE FINANZAS
BOLIV1IA ?:J;?a"ora

El Gobierno de Bolivia para la implantacidn del
PGCP destinard la suma de $us.l1.250.000.-- a través del Banco Central de
Bolivia, Institucién que ademds brindari el apoyo econdmico necesario pa
ra es pago de los costos administrativos del Fondo de Garantf{a, durante
el primer ano de desarrollo del programa.

El Fondo de Garantfa se estableceri en el Banco
Central de Bolivia, bajo cuya direccidn se desarrollara el prograna, pa
ra el efecto secreard unu unidad técnica y operativa dentro de su estruc
tura organica. El propdsito del PGCP es el de garantizar el 75% de los
préstamos seleccionados y otorgados al sector privado por las Institucio
nes financieras del pafs bajo el programa de garan:fa.

El PGCP se capitalizard, cubrird sus costos admi
nistrativos y pagara sus coaisiones a los aportes de AID y del Banco Cen
tral de Bolivia a través de una comisién de garantfa que se pagard por
cada crédito concadido con cargo al programa, que gozara del respaldo de
AID y el Banco Central de Bolivia.

Los foudos para la concesidn de créditos en el -
PGCP, provendriin de recursos propios de las instituciones financieras del
pais, y/o de lineas de refinancianiento adsinistradas por el B.C.B. La
asistencia técnica y supervisidn de los préstamos otorgados a los benefi
ciarios estard a cargo del personal técnico de las I.F. y de las institu
ciones especializadas pidblicas y/o privadas. Antes del inicio del pro-
grama el B3.C.B. vy USAID/B elaborarin manuales y reglamentos de operacifn
que principalmente contendran crizerios de elegibilidad, procedimientos
y directrices que serdn utilizados por ias instituciones participan”es -
en el PGCP. El proyecto del Fondo de Garanzfa serfa inplementado, como
un prograza piloto hasta el 31/12/81 y seri objezo de evaluaciones perid
dicas por parte del Banco Central de Bolivia y USAID/B con el fin de de-
terzinar en qué medida se estarfan cumpliendo los objetivos del Dismo,
para en su caso introducir acciones de enmienda necesarias.

Estamos seguros que la presente solicitud tendrd
favorables acogida por parte de ese organismo, que tadn decididazente es-
td colaborando al proceso de desarrollo que actualmente vive el pa{s.

Con este motivo, aprovechamos la oportunidad pa-
ra saludarle muy atentamente.

-\

ELK.gb/
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vECT: DAEC REVIEW - BOLIVIA PRODUCTIVE CREDIT GUARANTY
PROGRAM (PCGP) PRP

THE DAEC REVIEZWEID THE SUBJECT FRP AND AUTHORIZED INTENSIVE
REVIZW,

THdE TOLLSWDNG GUIDANCE
IS BETIG PROVIDED THE MISSICN FOR THE PREPARATION CF THE
PP

----- A. TARGET GRCUP: THE TARGET GRCUP CF THET PCGP
SHCULD BE GEZNEZRALLY CCONSISTENT WITH THE TARGET GROU?
CEFLITTICHS REQUIRED 3Y AID'S CCHGRESSICHAL MANDATE. THE
PP SHECULD DEZTIFY AD PRESZNT A SHCRT SCCIC-ECINCMIC
PRCFILE CF THE CATIGCRIES CF 30RACWERS THAT THE 3CGP

e TATITT TR QDAL UTTDTVA Ty o myTa QoA R n v
WILL AZTSMPT 20 ."\.3'., LZPOG 0N LIS R:.-,u-a:}ﬂl..

THE P2 SECULD ALSC ZIZNCLUDE CETAIZEDT ZLIGIBILITY CRITERI
FOR ALL CATEIGCRIES CF BCRARCWEIRS ANT THE RATICNALT FOR THE
ADOPTICH OF SUCH CRITZRIA. I ACDITICH, THE 2P SHCULD
LiCLLTE THE PATICHALZ FCR THEI FRCPCSIT UPPER LIMITS CX
LOANS 7T THE VARITUS CATEGCRIZS CF 3CRRCWERS, AND

SHCULD DZMTHSTRATE THAT THISI REILATIVELY HIGH UPPER LDLTS
ARE RESPCHSTV/Z 70 THE CRIDIT RESUISDMENTS COF THE AURAL
PCOR/SMALL TARMER TARGIT GRCUTS.

----- 8, FUNDIIG ZVZI: &S MISSICH I3 AWARE, ADD'S
OVERALL GUARANTY AUTHCRITY IS LMCTID 70 i5 MZLLIGH DOLS.
OF THIS TCTAL, 12.5 MILLICH CCLS I GUARANTY AUTHCRITY
HAS BEEX UTILIZZD BY PCGP'S 1N CTHER LA COUNTRIES.
CONSEQUEZITLY, THEZ 30LIVIA FRCGRAM SHCUID INITIALLY 32
DEISIGE FOR A 2.5 MILLICN TOLS GUARANTY IEVEL. ADJUST-

MEITS TO THIS LZVZl CCULD LATER 3T MADE 3Y RZALLOCATIG

<
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UNUTILIZED GUARANTY AUTHCRITY TT PROGRAMS UNABLE TO MEET
CREDIT DEMANT WITH EIXISTZING GUARANTY LEVELS. A PROYISION
IN ALL FUTURE PCEF AUTHCRIZATIONS WILL ALLOW FOR THE
POSSIBILITY CF SUCH REALLOCATICH.

-ee==-C. PFRCJECT LIQUITITY NEEZS: TEE FRP DRTIFIES

THE AVAILABILITY CF LIQUDITY 31 THE PRIVATE FINANCIAL
SYSTEM CF BOLIVIA AS A CRITICAL REUIRZMET FOR THE
SUCCESS OF THZ PCGP. THE PAP FURTHER STATES THAT THE
MISSICH IS CONTUCTZNG A COMPRIMENSTVE STUDY TC XAMIDE
THE LIQUIDITY QUESTICN. THE PP SHOULD INCLTI THE RESULTS

e TAC v

CF THIS STUDY AT SHCIULD TDICATE THE LEVELS CF LIQUIDITY

a\ra - . N mm e e wveano ceariravmy -

AVAILABLE, I THZ SVIZIT THAT INCREASED LIQUIITY s

o A Ate Qi ATt mmp e AT ttpepn e wae e oo v tee

PEQUIRED MISSICH SHOULD IT(PLCRZ WAYS TO PRZVIDT SUCE
R cmers ettt mas v s - e - e ane
i SRHAPS TURCUGHE T ESTABLISRET OF AN

—awvadiaday JL

. TALT memmcAAsmim v e A T P PO N YN - g

ADDTITICHAL FZDISCTNT L2 \v?. THE DXPANSICH OF A
.o

EXISTING CNT) AT THE CIZTRAL BANK. HCWEIVER, 0 VIEW OF
THD IXPIRILEITAL NATURE OF THE PCGP BRCGRAM, RESGURCES
MAEDE AVAILASLE UTDER OTHIR AT PFACGRAMS SHCULD QT BE
USED AS A STURTE IF LIUITITY FOR, CR GUARANIEED UNDER,
THIS PCGZP, NCE SHCULD THESE RESCURCES 3Z LICLLDD IN THE

LI U'—\-mv AR AT Rl

~lada Mellimawade

ed--=-D. RELATICUSHI? 7O OTHER A

REVIZW SHOULD IXPLCRE WHAT EZFFECTS, IF ANY, THE PCG?P

MAY HAVEZ CN QTHER CH-GCING CR PRICECTID AT SMALL CREDIT
PROGRAMS, TARTICULAR ATTENTICN SHOULZ 3BE GIVEN 70 THE
PCSSIBILITY THAT PRIVATE DNTERMETIATE CRECIT INSTITUTICHS
MAY FDD THE PCOF MIRE AUTRACTIVE THAN OTHER 4D CRDIT
PRCUECTS SUCH AS FCOCL PRCIUCTINN AND MARYETING AND SMALL

FAPMER DEVELODMENT 3ETAUSE OF THED GUARANTY.

Vb SLvAVSL

a o e A ey, mum D QirAcer
ce=-==Z, DNSTITUTICHAL CAPARILITY: THE 2P SHCIU
AR TR v mmvma Te i v emermr sur An o Am meea At YT
DESCRIZZ T2 DITAIL THE UATURE AND SCOFT CF RESPCUSIBIL-
AN B T G mis mtre AEvemmo s veer Mrsemyrere -
IT TC 3L IXCIRTISID 3Y THE CEZITRAL BANY THRCOUGH THE

UNIT TO 3E CRIATIZ 7C ATMINISTER THE JRCGRAM. THE

ADEQUACY OF THE FCUR ZMFLOYEES NCw FLIINTET FCR THIS UNIT
SHOULD 3% Z(ANMIIED AND ATZCITICHAL PERLCITIEL PROVIDED AS
MAY BE REQUIFID EBY I73 PRUSECTID WlRIOAD. THE
DiSTITUTICNAL ANALYSIS SHOULD ALSO CESCRIBE HOW THIS LNIT

vilL FIT DTO THE CINTRAL BANK AT WHAT ADMIIISTRATIVE

-ad e ad dilawv
[ o e L N cre - revoe Aney - v Ay ~e
AWD TEGRIICAL SUPPCRD IT WILL RECEIVE, I ADDITION, THE

PP SHCOULD INCLUTE A DESCRIPTICN CT HCW THE PRCPCSED
AID-FIIANCED TETHNICZIAN WILL ASSIST THE CZTRAL BANK IN
IMPLEMZDTT NG THE PRCGRAM.

--===-F, TICHNICAL ASSISTAICE TO SUB-BORRCWERS. THE 2P
SHOULD DEZSCRIBE IN DEZTAIL THE MANMER DN WHICH THE
TECKNICAL ASSISTAICE ELEMENT OF THE PRCUECT WILL FUNCTION.

UNCLASSIFIED
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THE PP SHCULD INCLUDE CHE OR MORE DETAILED EXAMPLES
ILLUSTRATING THE DITFERENT STEPS THAT W LEAD TO THE
SUB-BORRCWER AND T.A. CONTRACTOR GETTING TOGEZTHER AND
AGREELNG Cll THE SCOPE ANT FRICE CF SERVICES. THE PP
SHCOULD ALSO DEMCHSTRATE THAT THIRE IXISTS A RZASCHABLE
CAPACITY WITHIN 3CLIVIAN FRIVATZ SECTOR [ DNSTITUTION

AND DODIVIDUALS, TC AUZQUATILY MEZT THE T.A. NIEDS OF THE
PRCJECT. ADIITICHALLY, THE PP SHUULD CESCATBE THE LIGELY
IMPACT CF THE T.A. REQUIRDMET CN THE ANTICIPATET DEMAND
FOR CRITIT, I.Z., HOW THIS REQUIRDMENT MIGHT AFTICT THE
DNTEREST AT WILLINETESS OF POTTNTIAL 2CARRCWIRS 70
PARCICIPATE I THE PRCGRAM.

e=~-=G, ZTECTIVZ ZITIREST RATEIS CH:RGZT SCRRCWERS: THE
PP SHCULD ILIUSTRATI THAT THE IFTFEICTIVE INTERSST RATES
reea

CHARGED B3ORRCWZRS /MARMET RATZS PLUS CNE-TDE S FEIRCENT
GUARANTY CCMMI3SICH) ARE NOT LIKESLY 7O BECOME A DIS-
INCERNTT/E FC2 PARDICIPATICN IV THE PRCGARAM.

AT e me
1) CCLLATER

<ZRAL RECUIRRMEZITS: THEZ CAEC Z/PRESSID
CONCERN CVER THZ PCS3IBILITY THAT A

LENDING ZNSTITUTICHS PARTICIPATING D0 THE PRCGRAM MEGHT
REQUIRE SORACWIRS TC PLIZGE IXCISSTVEZ COLLATERAL. HIGH
COLLATIRAL RZJUIRDMENTS WILL MIST LIxELY COUSTRADS
TARGZT GRCUP B/RTICIZATICN, STNCE, 3Y¥ DZFINITION, THIS
PRCGRAM IS ALMED AT THOISE WHC IO NCT PIS3.S3 SUFFICIDNT

COLLATERAL IC PERMIT THEM TC OBTAIN INSTITUTICNAL CREDID

-
~

- ¢
~AC ~
1

v S
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CH THE OTHER HAIT, THZ NS CF THE LINTER 7O 2CVER THE
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25 P?‘mz‘-: AR TAAI T AT st aAm Aapsges -~ - RevEvy v

REQUIREMENT SHIULD BEZ SUCH THAT THTSE TWC CCNCEIRNS ARE
ACCOMMODATEL . 77 THAT 2D, THE MIS3ICH MAY Wm 7C
CONSIZZR THE JOLLATEIRAL FCLICY ACCPIET 3Y THI 2052
PROGRAM IN PARBAGUAY. UITZIR THAT 3RCGPAM, 3ICRACWE:
ASSETS THAT MAY BE PIITGID FOR CCLIATEIRAL MAY NCT IXCEEDD

NALI L Y
T

[2]

CoT THE LOAN. THIST MAY
INCIUDE ASSETS JRININALLY CWi=Z 3Y THE 3CARCWEIR LD

~

»

CONSIDERED PART

D M BOATAG TR mh A e A o —n
FOOOF THE PROFISTT FPRCJECT CR OASSETS POACIRD

- e T AN L T~ o TAYE ygaes e ma ke X JJN YT 3

WOER THE LCOAN., 7THE MISSICH MAY WAT 70 REFIOT THIS

GZWZRAL CUNCEPY FURTHER.
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PROGRAM:  THE PP SHIVID ZIICLTEI AN TI2GIRILITY CRITERIDM
- P Yal a1 it od (R Jeallitat X3 1 Ve o Qe e asea
TCR CCCPEATIVES AT JTIER NCYV-3ANK DNSTITUTIZNS TO

PARTICIPATE Ii THE FRCGRAM, THI PP SHCUID ALSC TREAT

dvalndl IRy R oV PN acce, J3 SRV -

TN DT TT LN RINITNA fTATac imeay v Ammemna s m e
CURRZIT 3CLIVISANN B2NKING LEGIZLATICON am CINTRsL 2420
- CAPTANT mem i AAviceen s me wmi; s eoo vArYmime A
RESTRICTICNS THAT MAY CCUSTRAI! THEI JIRSCT PARTICIEATION

YASS ABA Ty s aaee  wae e e~ . —— mmscvar e
OF SUCH CRGANIZATICNS i Tz FREIGRAM, AT T FRASIRLE

v e A s A - -~ ' myn ATmem . cams mA [
IDZTIFY STIFS TC BT TAXEM 3Y THT CDTRAL 3ANK T2 GRANT

RELIET FRCM THEST RzsSTRICTICHS.
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----- J. ENVIRONMENTAL REQUIREMENTS: BASED CN THE
MISSION'S INITIAL ENVIRCNMENTAL EXAMINATICH, THE AAA/LA
HAS APPROVELC A THRESHHOLD DECISION FOR THIS PROJZCT
INDICATDIG A NEGATIVE DETERMINATION. VANCE

UNCLASSIFIED
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GUARANTY AUTHORIZATION

Provided From: TAA Section 222A

BOLIVIA: Prcductive Credit Cuaranty Project

Pursuaat to the autkbority vested in ce as Assistant Adz=inistrator, Bureasu
for Latia Azerica, by tke Foreign Assistance Act of 1561, as scended ("the
Act"), acd the delegaticns of authority fssued Shereuzd r, I hereby suthc-
rize ke fssuazce of 8 guarsnty Jor ea aggregate azcunt nct tc exceed twWo
=illion {ive hurdred chouse:d Unil%ed S%tates dcllars (§ , $CC,CCO){ "Suaraaty")
t0 eligitle private lenders in 3olivis {"eligidble lenders”) pursuant to
Sectice 222A of the Act azd in furcheraczce cf the Alliance for ‘rogress.

-
.

The igerncy for Interna=ional Zevelcpzent ["A,I.2.") will enter 8 contrace
of guarsaly with %he lentral 3ank cI 3ciiwvip [“Administrater”) which will
acdzinister tne Productive Credit Jueranty Froject {“Prolect”). Th
Adainistrator shall estatlish a Froductive Credis Suarssty Tund ("Fund”)
Srojecs ¢ repaying eligirie lcans ("loans")

pursuant tc the ° c
zade by any eligitie lende
¢

cr Whicn 3 defguls has cccurred. The Guaraasy
skall be subject to the fcllc

wing term=s arnd cordisions:

I. Pericd of Eligibility

(Intentionslly left blank until resolution of issue of lerngta of
PCGP authorizasion).

II. Azount of Guarsnty

Upon a showing by the Admiristratcr %ha% the resources cr the Tund
oave beer totally depleted, A.I.D, shell pay %o each eligitle lecder
pursuant to tke Guarsnty 3z axzcunt equal %o Iifty percent (30%) cf
the total cf the oustanding principral balance of each deaulzed lcan

Flus the interest =iereor accrued during <he first cre hurdred and
eighty (180) calendsr days follcwing *he dste cn which <he default
cccurred. Fayment Ty all mpy te zade by zeons cf reiztursement tO
the Administrater after tajmens oy the sdministratcr =C 8n eligiltle
lender pursuant to the Guarenty. lctwithssanding asaything herein

to the contrary, the aggregate A,I.0. liadility under the Juarsaty

shall in zc evens exceed ~wo =illion five nundred thcusanrd “nit
tates dollars {32,5C0O,2C0).
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Commissions and Fees

£ach borrower shall psy to the eligidle lerder 8 gueranty comxis-
sior irc an smcunt theat shall not exceed five percent (5%) of the
azount of each ican made by such eligidle lende' under the Project
("gueranty cozmissicn”), whick guaressy cozmission shall de paid
izrmediately into the Tund by such eligitle lenders. The Adminis-
trator sheli pay to A.I.D. in United Stat.. dollars, cn a quarterly
basis, a gusranty fee in an azount of .2° percent (1/i%) of esch
loan guaranteed ["gusranty fee’

Term of an Eligible loan

The term cf en eligible loan shall not exceed ten (10) years.

Conditions Precedent

A. Prior to the issuance of the first guarsnty for an eligibdle
lcan uncer the Prolect, the Administrator shall sudbmit to
A.I.D., iz forz and substance satisfactory %o A.I.D.:

(1) an opinicz cf +the Controller Genersl cf Bolivis or of
ther ccunsel acceptable tc AID that the Jusranty Agree-
zent sigred between AIZ and the Governsent of 3clivis has

been duly suthcerized and/or ratified by and executed on

behalf cf the Administratcr, and that it ccnstitutes o
valid end legally dinding obligation 0f the Administrator
in sccordacce with ell of its terms;

(2) @ statezern: of the naces of the persons ho diag or acti
in the Cffice of the Ad-inistrator, and a specizen signa-
ture of the person(s) specified in <hat stas cent, eppro-
priately cer%ified as to its authenticisy;

(3) & time-phased izplezentatica zlan for the Project;

(L) a standard guaranty agreemen: form o be executed by
and between the Adzinistirator and each eligidble lender.

(5) o stacdard guaranty agreement form tc be executed by
end between the Administrator and each eligible lender;

(6) @& copy of the operating handbook for eligible lerders

and the handbook for the Administrator in charge of the
Project

)
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Covenants

(7)

(8)

(9)

(10)

Annex C
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evidence that the program for training personnel of the
Administrator aad of eligible lenders has teen established;

evidence that the Adrinistrator has established and «will
{mplecent with the Project a policy cf automatically
rediscounting eligitie loans up to a specified axouant
cutually agreed upon by the Administrator and AID;

evidence that the Administrator has established the %tech-
rnical aszsistance fund and that the fund {3 adequately
staffed; and

an implezentaticn plan for the first year's operations of
the technical assistance fund.

ior to the cocczxencezent date for each eligible iender, the
Administrator shall have {n its records, iz form and substance
satisfactory %o A.I.D.:

(1)

(2)

an executed original of the guaranty agreemen?% %Latween
the Adainisg%rator and the eligible lender; and

evidence that the personnel %o te involved in the eligidle
lender's 2232 cperations have satisfactorily cozpleted the
required training.

The Administrator shall covenant and agree %o:

A.

pay %o the eligidble lender an esxcunt equal % seventy-five
perceat {75%) of the total of the outstanding srincipal
balance ol each defaulted lcan pluc the .nterest thereon
accrued during the first one nundraiand eignty 1EC) calendar

days follcowing tn da: on wnich the defauls ¢
the aggregete amcuntsrpaid o o
fund or Ty A.I.CZ. p;:suan: 9

'
i ccurred less
such eligibie lender ty the

o the juaranty;

ray the adrministrative and rreoroticnal exgenses assvciated
with the Juaranty system until the ?ruject is self-sufficient
under criteria agreed upon by A.I.D, and the Adninigtrator;

obtain A.I.D. aprrovel orior ¢, elfecting any substantive

change in plans, sSrccedures, iolicies and handbccks approved

By tue Administrator and A.I.0.; and

redisccunt Thrcugn existing or newly created refinancing lines,

as zutually agreed oty %he Adminiscratcor and AIZ, <hcse eliigible
ioans made urcer tnhe Prciect oy eligitle lenders, according %o
srocedures and conditicns mutually agreed %o by the Administreler

Qf‘d AZD.
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The contract of guaranty between A.I.D, and the Administrator shell

provide that upon request by either rarty, representatives of A.I.D.

end the Admipnistirator shall meet to discuss the possibility of
incressing or decressing the totsl amcunt of the Guaranty.

Other Corditions

This Guarsavy shsll be subject to such other term: and conditions
as A, I.D, snd the Admiristrator deex advisable.

Assistant Administrator
Buresu for Lstin Americe

Date

oy



ANNEX D

CERTIFICATION PURSUAKT TO JECTICH 611 (e) OF TME

FOREIGN ASSISTANCZ ACT OF 1661, AS AMENDED

I, Frack 3. Kimbs’l, the princiral officer of the Agency for

International Developmernt in Bolivia, having taken iato acccunt
acong other factors the =aintenance and utilizatior of prcjeces
in Bolivia previcusly Slnanced or assisted by the United States,
do heredy cercify thas in =y judgezent Bolivia has both the ¢4
nancisl cepability and human rescurces capanility effectively tc

maintaiz and utilize the capitel assistance project: PRCDICTIVE
CREDIT GUARANTY FRQJECT.

p )

kBT

Frank 8. Kimbell
irector, USAID/Bolivia



ANNEX E

Cost-Estimates for AID Grant Financing

I. Advisor to 3CB

The ADD-Tinanced advisor will work for a total of 10 zonths,
L months between October 1977 and February 1978, and 1 month in
July 1978, January 1979, July 1979, January 1980, January 1981 and

December 1681,

A. Cos% estimates for four menth consultancy:

Interrnaticnal travel $880
Zxcess baggage 100
Lccal perdiem* L,560
Local travel 200
Salaryee 9,200
Benefics 1,1

Overhead 4,600
Total $20,736

3. Cost estimates for 1 moanth consultancies:
%QZQ 197
Internaticnal <ravel 900 $950
Zxcess baggage 100 100
Local perdiem 1350 1350
Local travel 150 150
Salary 2Loo 2500
Benefits 310 325
Cverhead 1200 1250
Total $6L12 $6€52

C. Su==ary cost estirmates for advisor

October 1G77-February 1978
July 1978

Jaruary 1979

July 1975

January 198C

canuary 1981

Cecember 1681

1980
$1000
10
1350
15C
2600
33

1200
&

Total (1C m=onths)

Rounded

* (30xu5=1350) « (21x31x651) + (30xk5=1350) +

(39x31 = 1209) = $4,560

** base salary - $2,300/month, equivalent to FSR-L/S

1381
$1050
110
1350
150
2700
3N
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II. Travel of BCB Personnel to Intercountry Svaluation Seminars+

A.

D.

First year - Managua, Nicaragua

Transportation $770
Excess baggage s
Perdien (10 days) Loo
Cther costs 0

1335x2 = $2670
Second year - La Paz, Bolivia
(no AID-financed costs)

Third year - Tegucigalpa, iHdonduras

Transportation $853
txcess baggage 116
Perdiem (10 days) Lso
Cther costs 60

S1479 x 2 = $2,958

Fourth year - Asuncidn, Paraguay

Transportation $2m
Excess baggage L3
Perdiem {10 days) 320
Cther costs 51

§7CC x 2 = $1L0OO

Suzrary cost estimates for seminars

First year $2,650
Second year -
Third year $2,958
fcurth year 1,400
Total $7,028

Rounded $7,1

* All estimates are for 2 people ¢to attend seminars.

14/



Advisor
Seminars

Totals
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III. Swxzary of Grant Financing Requested
1979 1980 1981 1982 Total
13,350 6,88 7,061 7,061 61,368
- 2,958 _1,L00 - 7,028
13,350 9,806 8,461 7,061 68,396
13,330 .80 8,50 7,100 68,600)

(Rounded
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Recelpl o ervditl Ly peraons
prescatly without accesa to it
will lLixrecasc Licume Of Lorrower.

2. kural cnterprisea, swgrolnduatyy

wul artizanry sclivities will
crecate additional jobs in rurel
arcas and will Le pricmrily
oricutled Lo the lical market,
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Piorect Pupose: Condtrans thet will inducote purpose hos boon At sumptions ler achioving purpese:
ochioved Eadol projoct stotus.
1. txpand the rcach of the private 1. a) irivate financinl inatitutlof: 1. a) Irivute financial 1natitution l. a) rlfcrtive Jomaid  for credit

financinl 2yatem In Bolivis to include
cmall farmer=, artizanz, rural businecs
®cn,  aixd cormunily groups pregently
without accezz to the formal credit
syston,

J. lemonatrate the viabllity of a
sclf-financing guaramty mechanizm.

include dn thefr Jending active-
ttics zall farser., communlts
croupz, artizans, amd jural
Lu.inczzienen who were not
previoasly Lheir clients,

L) At Jeazt %1 of the funds
lent winder the IUGE tn 1981 comm
It tae lending inzZtitut jons,

2. &) huid-in puaraty commireglon
minus ainizirative coztls
caceed puaranty fayncnts f(rom
the Mund Chrough 1424,

b) Mutud capitalization is at
leazl £'00,000 by the cnd of
1981 .

c) $11,000,000 §n loans to
target group guaranticd through
1981,

recorda

L) ICCP system records and
cvaluations,

2. ICGP systom records and evaluationd.

for viable investsentg aRoy’ non -
clicnte of the private flnancial
ey~rlem reeain: high

b) Techulcal a<ziztance to lenders
and Lorrewers 3n avallable,

c) IV refinancing for yuarant fed
loanz 1z available, bLut under
conditiaz which rrequire uce of
s lepder rerouscen Tor each
loan madc.

2. A) Average lonz eale on loana
susranticyd iz a raxieun of b

L) Efficiont fud manavcment with
adeiniztrative cozts $h0 000 o
ycar or leza,

¢) Kecuperalions on defaulted
loans cquals at leaztl 5% of
defaulted amount,

d) Guaranticd joitiolio prows
through 191,
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1. VidbLle uatantly Lystlos wilch will
ruatanty up Lo 14 ot cligible
ciedita made

Yiable Ledtuaivul sosizlutne Nund

peoviding: wosilweae Lo Joiders osnl

Lotsowe s,

3. Uradilz sude Ly privute lending

Inatilution, tu tut: el group Lorprow-

Cra whw were ol paovieunly thwie
clients,

t.

1.

Mognitule of Oviputs:
TG pundg culabliched ju bCh

with

(u) Limined, Mull-Uee jrsouan

(L) Jvlicice wel provalures
Jevelopad
(<) promaslicen prayim

() ncantly authority, rupport

cd Ly AL S BB Juputa,

Kesvmrces in T/A tund cqual at

leaat:

LI/ /A ML VR U )Y
L0088, 000897, T i

a) At lcast 5 private Lanhks

wind ¢ wlhcr privete fanatg el

busbitulacas putlic bjmtle in
provres by ke,

L) tadns made ms fullows:
m o owoB

egriculiure YOORRE S IR T B DY

enlel s fseas
Camurbevel. o4 191 3q. 3

10 33 Yo N

Total 107 155 790 DO

~hd

RGP syclew reconds asd cvaluaticn

1ICGF systum and BCU records

IUCl 3ystem rocords and cvaluat fue

Assumption s lus achuoving ovipute:
. &) BB :uppurt for progres

cont inuca

b) Teclwilcnl advizor avalladle
&1.d providia actvicea In a tisely
faslen.

©) Al guaranty authorization
cficclive thruupeh Ixceaber 51,]‘,6]
d4) KU continueas Lo provide
guaranty aupporl to lusad,

2. a) Fapected level of lending

occurs.

L) Efficlent progranming of
technical sa3slatrnice Nunds by
uCh.

. a) Irivate losder tuterest ln

progras reealng high

L) Techinical assistance to
lenders catuts,

<) Ko pajour changes L intarest
tetc 3tlructuic that wouid negat-
tvely influcice lender party-
clpation I jaoyrams.

d) Availability or Bri
ral’lemncing.
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W"ORTANT ASSUMP TIONS
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1.

AL

a) Cection UUA Guaranty Avtharity

Lo support RGP fund

L) Technical advizor to Pund
Adainiztralive unil 1n program
implimentation and cvaluation
¢) Coatz for BCH porzonnel ta
attend intercountry IVGE cvalua -
Liong,

e

--T-lmnu-ly wulhority to support
1TCP fund

b) Administiative costa during
first year of proyram isplement -
atlion.

Inrticlpating lenderas/borrovers:
a) Quaranty coemlizecions
L) Coemizatuns Ffor T/A fund,

loplemantotion Torget (Type ond Quantity)

1. a) §.-,%00, 000
L) 10 we - $61,500 prant
¢) $7,100 grant (3 seminars)

2.oa) §$1,50,000

t) $ho, 000

1. 8) 4% on loanz up to 2 years
term and YL un luans longer
than 2 years
b) 1% of Joans maranticd

Cuaranly oyslem records

Acsvaptions lor pravideng bngute:

1.

&) Al yuarantly authorizat lo
cliective Lhroush )12/31/8)

b) Teshuilcal support grant funds
avallable

) Qualtficyd advizor available,

DD will pake 1Lz conlsibutlons
&L roquired.

lendera/borrovers villing and
able to pay cuaranty and lech-
nical azzistance camminsions.
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COUNTRAY
polivia

PROJIECT NO PROMECT TITLE

511-0h86 Productive Credit Guaraunty Program

OAYE g ORIGINAL APPROVED

1/25/17 ALVISION & _

PIIOILCT PURPOSL (FHOM FRP FACESIIEE T)

1. Expand t

Bolivia to iunclude suull ranuers, artisuns, rurul busines
Wen, and comnunity groups presently without access to the

rommaal cred
2. Dbanmonst
puuranty we

he reach of the private financial system in

it systuna,
rate Lhe viubility of a sclt-finuncing
chanisw,

Cri DEMCHIPTION

1. 8/31/17
2. 12/ /717

3. 1/15/¢8

. ()/jO/'[U

5. 1/31/19

6. 12/31/19

7. /31 /0

8. 12/31/80

AID/W approved PP for ICGP. Action: AID/W

Guaranty agreement signed between AID and
GOB. Action: USATD, BClB, Ministry of
Pinance,

Technical advisor arrives. Action: USAID,
ICL,

Operating manuala developed, BCB and
lender personnel trained, and program
{3 initiated. Action: BCU, technician,
USALD.

First cvaluation conducted. Action: BCl,
UALD, techniclian.

Agreements with at least $ private financial
institutions to participate in prograam and
training provided to key lender personnel.
Action: BCU,

Evaluation conducted. Action: BCB, UGATDL,
techiniciun,

A pintyum of $5,000,000 in louns guarantied
under progrus. Action: leudera, DBCB.

9. 1/31/81
0. 12/31/81

Evaluation conducted. Action: BCB, USAID, techni
clian,

Final evaluation conducted and pilot project
phase ends. Action: BCB, USAID, technician.
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