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Part I. SU4RY AND RECOM NDATICKS 

A. Facesheet
 

B. Recomendations
 

The following action is hereby submitted for AID approval:
 

- Productive Credit Guaranty 
Authority, pursuant to Section
 
222A of the FAA of 1974 $2,500,O00 

- Technical Support grant financing $ 68,500 

C. Description of the Program
 

The principal obJective of the Productive Credit Guaranty Program

(PCGP) in Bolivia is to provide institutional credit to persons or groups

who presently lack access to such credit because they possess insuf­
ficient collateral to meet the normal requirements of the lending in3ti­
ttaions. 

A Guaranty Fund -.ll be established in the Central Bank of Bolivia
 
(BCB) for the purposes of guarantying 75% of eligible loans made by

private financial institutions tuider the PCG? in Bolivia. The Dand w1.2l 
be capitalized with a guaranty cocmission of 4, 
on short term loans and

5% on =edium and long term loans paid on each loan made under the system,

and wil be supported with up to $2.5 nil-on in A., guaranty authority
under the K1G? and up to $1.25 :--ilIcn from the BC3. -%u-ds for lending
under the guarnty program will come fro- the resources of the Darticl­
pating lending instituticns or from established refinancing6 lnes ad­
ministered by the 3BC. Technical 3sssstance and loan su-e.-fisicn wil.-2 
be provided to borrowers by :he participatizg lenders and private and
 
public technical assistance erganizations financed by a tech-.cil
 
assistance fund ad.-inistered by the BC"3. neta-Iled operating manuals 
containinz crecise eligiblity criteria and prcgra regu.ations, procedures
and -±ide1ines will be developed by the -nd's ad--inistrative unit in the
 
BOB before initiation of the program, and wil be used by all oartlci­
pating financial institutions. 
 The program w4 !l be I.-ole-ented on a 
pilot proJect beSt for approxizate.y four years, i.e. unt . Dece--er 31,
1981, subject to periodic joint USA:D-BCB evaluaticns of implementation
 
progress.
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D. Sumaxy IFindings 

Based or. the analyses contained in Parts !II and 17V of this Project
Paper, the Mission concludes that the proposed guararty program is tech­
nlcally, socially, admi4ist-ratively and .. nanci&.y sound and that the 
program is ready for .zpleinentation. As demonstrated in the Tecnical 
Analysis (pp. 27 to 35 ), the program entails a sig. .ficantelement of 
technical assistance to both lenders ano borrowers which will asstre 
the satisfactory function.. ng o the pror:a= and w'il support the fina.n­
cial abil."ty cf the Gararnty F-und. Futherzore, the progra- as
 
designed provides the eligib e lenders and borrowers su.Lffiient
 
incentives to particiiate £n the program. As documented 
 in the Social 
Analysis 'pp. f6 to 61 ,, the program responds to the felt :needs of the 
target grcup, i.e. credit and technical. assistance, and wil. improve
the ab'"'ity of sall fazers and rural bus L.esz-en and artisans to 
increase their incomes Land sta .dards of l g throu greater on-far 
and off-fa =plcy- ent.pprtunities, increased ecc..-ic ac tivity in 
rural cc'nzt.es, and Inzreased participation in local-level orga.niza­
tio::s. The F--ancial Ana..'sis pp. 36 to 55' shows that the guaranty
coiss!on charged to cazitalize -he ?n. will be sufficient to meet 
antic'-pated losses withcut the need for the AZ; or BCB g-aranty aouwnts. 
The Lnstituticna: Analysis kpo. 61 to 67 ) supports the proposed role 
of the C in ad.n.sterIng and ma.nag-ng the prograu. he project meets 
&2_' applicable statutory criteria.
 

E. Issues
 

1. Authorization Epiration
 

in La Paz 1.334 of June 6, 1977, the ission requested AID/W
approval of an interpretation of the Section 222A authority which would
 
perm-it the signature of a guaranty agreement establishing the guaranty
 
program for an 1-itial period beyond the current Dece-ber 31, 1977
 
expiration date. T.he reason for this request was 
that neither USALD nor 
the BCB felt that the work nezessary to develop and initiate the guaranty 
program 'r Blivia over the next several months w.. be ustified if
 
the program would expire either in recember :977 or, as has currently

been requested of the Congress, December 197e. the PP shows, itAs is 
anticipated that the begi-n-ning of the guaranty program in Bclivia will 
be relatively s.ow, with significant loan activity beginn-ing only in
the third year of the program. Based on our analyses and those of the 
BCB, we believe that a four-year implementation period of the pilot 
program is necessary in order to obtain adequate results and reliable 
data on which to base a conclusion as to the success of the program. 

It is our un=derstanding that the position proposed in our cable
has been rejected by GC/lA, but that an alternative approach may be 

http:cc'nzt.es
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possible. This approach would entail a separate agreement signed by

the participating lenders in which they agree to lend a specific 
amount over the projected four-year i--pleentation period, subject to
 
the terms of the "USA=/BCBguaranty agreement. This agreement could
 
be signed before the expiration of the Section 222A authority and would
 
constitute the issuance of the AIL guaranty.
 

.he Missicn requests clarification of this proposed alternative
 
and approval of an approach which would allow us to resolve this crucia
 
feasibility issue by establishing a program which will operate through
 
December 1981.
 

2. Rural Housing 

In La faz 5c66 of June 29, 1977, the Mission requested AID/w
approval in principle for ir.cludi-g rural hcusing as e.n eligible
lending category under the .CGP in Bolivia. State 1745E1 responding
aff----atively to this request was received july 26, too late for this 
eleent to be discussed in detail with the =CB a.d included in the paper.
On the basis of this ap;roval, *,SA-- and the BCB -4ll work cut the terms,
criteria and conditions to be aptled to rural housig fol2.owing program
authoriza:,cn. Prelzimna_-,y, these -culd include a max =-1 oa. limit of 
$2,CCO per house f-Inaced, a limitaticn of this element to rural 3reas, 
i.e. areas =ore 'd.n '0 kilmeters from a city of 3C,¢CO or mcre
 
iL-habita;-ts, a limitaticn 
of the arnnual net incc-e of eligible borrowers, 
and a rcquir-_ent of a substantial ccz-.onent of self-hel-, and would 
atte--pt to focus the cons.-c-icn of these houses in %reas where other 
.:GPprospects are identified. -7i 'iblelenders would Include the
 
Savings and Ican System a.; well as other interested private financial
 
institutions. Tentatively, the portfolio of loans of this categor
 
would be limited to 2:% cf the total guara.tied pcrtfolic.
 

3. 'Usecf the Ouaranty Fee 

In accordance with Section 223 of the FAA, AID will receive 
a guaranty fee of 0.25 of the face value amount cf a*l loans guarantied
by the PCGP in Bolivia. T-he Xissior requests clarification of the use 
of these funds, and approval, 1f possible, to prcgram all or part of 

z
these funds fcr purpose related to the imp_iementatic:: of the guaranty 
program, e.g. for tech.nizal assistance activities for PCG? borrowers. 

4. DAEC Issues
 

The following indicates the sections in the PP which address
 
the issues raised by State 9LO13 of April 26, 1977. (Annex B).
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a) Target group - Parts II.B.2 and IhI.C. 

b) Project liquidity needs - Parts II.B.1 and 111.3. 

c) 	Relationship to other AID program - Parts II.A.3. 
and 1I.B.1. 

d) 	Institutional capability - Parts IV.A.1, IV.A.2, and 
IV.C. 

e) Technical assictance to borrowers - Parts III.A.I and 
III.A.3.
 

f) Effective interest rates charged to borrowers -
Parts II.B.1 and III.A.3. 

g) Collateral requL-ements - Part II.B.1. 

h) Participation of non-bank institutions - Part 1I.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 Office 
Ernesto Garcia - Development Resources Office 
Fernando Torres - Controller's Office 
Mario Salvatierra - Controller's Office 
Isaac 	Torrico - Rural Develcpent Division 
Richard Peters - Rural Developent Division
 
Marcelo Miranda - Program Cffice 
Charles E. Costello - Regional Legal Advisor 

2. 	Banco Central de Bolivia
 

Huge Lang K. - Sub-Gerente Financiero 
Dinah F. de Portillo - Chief, Divisi6n de Desarrollo 
Alex Zegarra V. - Divisi6n de Desarrollo 
Josi 	Torrico -	 Divisi6n de Desa.rrollo 

PP drafted by: 	 Smith, Garcia, Torres, Salvatierra, Zegarra 
and Torrico. 
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Reviewed by: Robert K. Clark, Chio?, Development 
Office, USAID/B. 

Resources 

Melvin L. Van Doren, Controller USAID/B. 

Richard K. Archi, Chief, Program 
tJSAID/B. 

Office, 

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

Approved by: Frank B. Kimball, Director, USAID/B. 
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Part II: PROJECT BACKGROUND AND DELPkf DESCRIPTION 

A. Background
 

1. Background of Guaranty Programs 

a) OPIC 

The O"verseas Private Lvestment Corporation (OPIC) in response 
to the provisions of Section 240 (!.loss Amendment) of the FAA, initiated 
a credit guaranty program in several Latin Aerican countries Ln 1972. 
Origiima'ly, OFIC had active gua-ranty projects, k.nown as the Ca=unity 
Creci.t Guaranty Prcgra= (COGP), .n four countries, Brazil, Honduras,
Guat-ala and P.na=. Mnor dIffc. tes in the CCG? soon arose. 
Becausoe of the limited guaranty authority ,25, of a lender's eligible
portfolio), few private lenders were willing to ;articipate. The 1% 
guaranty c-issin was inadequate to place the program or. a self­
sufficient basis. 1n addition, no ;rv'sion -de-was for technical 
assistance to borrowers in project design and I-pleentaticn under 
the program and a large ntzber of projects feLl into default because 
of the need for such assista.ce. Controls to assure that borrowers 
did not otherwise have access to institutional credit were inadeqaate
 
and investigations deonstrated that the few participating institutions 
were often lending to many of their traditional customers. Finally, 
OPIC found itself unable tc operate the program effectively from 
Washingtcr. 

As a result of this early experience with the CCGP, OPIC
 
designed the Productive Credit Guaranty Progrm (PCGP), which features
 
a higher U.S. Gover=ent gaaranty !lmit (50% of a lender's edigible
 
portfolio), the objective of a se' 4 -susta-4ing guaranty fund, a 
co--prehenslve technical assistance copone-nt and greater involvement 
by a country's central monetary authcrities. n 1975, the PCGP program 
was transferred to A.I.D., pursuant to Section 222A of the FAA of 19714.
 

b) PCGP in four other countries 

At the time of the transfer of the rCGP to A.I.D., the earlier 
OFIC projects in Guatp_.ala and Honduras were still active. OPIC was 
well advanced in design-ing the revised .CGP in Honduras, and AID 
decided to pursue its first Section 222A authority project there.
 
A PP was presented for the Honduras PCGP i-n November 1975, and the 
guaranty agrement between A= and the Honduran Central Bank was 
signed -- June 1976. n addition to Honduras, a PGP - :;icaragua 
has now started operations and 1n Paraguay and Ccc-bia gua-ranty 
agreements are about to be signed and PCGP operaticns are expected 
to begin shortly. 

http:assista.ce
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Although no concrete experience has yet been gai-ned frc= the
 
implementation of guaranty programs in these other countries, the Misston
 
and the BCB wilU plan to remain in close contact with these other ccuntries
 
during PCGP implementation in order to take raxir-- advantage of relevant
 
experience with those programs. in June, 1977 a seLnar was held in Bogov'A 
to discuss the FCGP program. Representatives frm USA=-"s and Central 3azaks 
of Bolivia, Col---bia, Hcndu-ras, "Nicaragua and .argy attended. The seminar 
provided an opportunity to exchange ideas ard experiences up to this poLnt 
and similar seminars will be held a.nually in the future to continue this 
exchange. 

2. Bolivian Financial System 

The following is a brief description of the Bolivian financial 
system through which the rCGP will be implemented. it should be noted that 
the financial system Includes institutions other than the private cczercial 
banks, which wll affect the guaranty program by a.llowing selected non-bark 
institutions to participate. 

The Bolivian financial system is coposed of the follo-.ng 4.-titutions 

a) The National Develo=ent Council, an entity that establishes 
the Government of Bol via (SOB) priorities based on the plans proposed by 
the Ministry of Planning, evaluates the functIoning of the national fLnan­
cial syst, and approves the regulations ard dispositions of the Ministry 
of Fnance and the BCB. 

b) The MLnistr of .'Nnance, which for-ulates the finarcial policy
 
of the country and sunervises and coordi-nates its functicning, authorizes
 
the establishment of new foreign fC.nia.cal entities, advises or matters
 
related to public fineunciil entities and negotiates all foreign financing 
a.nd supervises such financing in collaboration ith the 3 !. 

c) The Banco Central de Bolivia, which advises the GCB through 
the MI-nIstry of F4-.ance on -neta-y and financial policies, m-a.n-,es the 
national =oneta.,-j reserves and cha.ne-s credits and other flnnc ia.1 
resources through the application of monetary and financial 1nstr=ent3. 
The BCB also regulates :he functioning of financia.l entities a.nd cts as 
fi-a.ncil agent of the XB n the had..Ing of internal and foreign debts. 

d) The Bolivian nat.. l bankin syst-, which is composed of 
private and pub.i cc erca 3.nd srec.a.__ed barks. The orly state 
owned ccmmercial "ba-k is the Banco del Estado, which has its _,entral 
office and three br.nches !n .a ?az and 44 agencies d.istributed 
throughout the cou.try, covering most of the principal cittes and 
towns. 'he Banco del Estado has -artici.ated active'y in refinancIng 
.-A-l ad :. ,Aiculturil and -. dus-r.i; ?efi.ancg ... projects, 

but recent GCB measures have excluded it fr agr ,tra lend...g.
The private co-ercial bn-g. systeo is made up of twelve private 
natioral and six foreign banks. 'See :ab'e i for a .lsti.ng of these 
baniks and the caton of their gencles., .he s-. have a total 
of 92 offices throughout Bolivia, pri-arily concentrated in the 
Departmental capitals. With the exception of those which have been 

http:follo-.ng
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active in the FRA -2 program financed under the Basic Foods Develop­
meat loan (511-T-052), these banks have had a primarily urban orient­
ation and have lent on relatively short terms for traditional activities 
such &s constructicn and cc--ercial credit.
 

In the formal f-izan.cial system, the effective interest rate
 
for crmerial loans is 25% (nominal interest of 15% plus a 3%
 
contribution to an eployees' fwnd and 71 in taxes). For producticn

credit Li areas such as iLndustry, artisanry and services, the effective 
interest rate is 6. (15 , nominal interest and 15 in taxes). For
 
certain specific types of producticn loans - such as producticn and
 
marketing of cortcn, soya, coffee, wood, corn, sugar and livestcck,and
 
housing ccnst-.-ct1cn and pr=--tion of ncn-traditiona. exports - the 1%
 
additiona tax iz r--ecved and the rate is reduced to 
 H5.wcwever,
according to recent change. in baik!-ng regClaticns, on loans with 
terms of 2-5 years within this categ-.ry the interest rate re.aLns 
16%, &U of which is received by the leni-g bank. (Tn credits ref-inanced 

-
by the _-C3, through speciai progrms such as th A=Z-financed ..A and
 
F.RI progrems, L-.terest rates to the borrower are presently 12-13*.
 
A m of _'^, ar.-ual i-nterest is paid on savLngs accounts. i'!me
 
deposits deninated in .esos boli-rienos range fro= 10 3/5,' for 90
 
day mi-u= deposits to 2! 3/L3 for 36C-day z=-i.: deposits. Time
 
deposits dencInated _i-forei.gn crrencies earn 9', per ann.. 

The specialized banks are develcent banks and do not accept
current acccunts or savings de-osi-s c the-.- public. The public 
specialized banks - the Bancc Agricola de Bolivia 'BAB) ard the 
Banco :.'1nero - receive funds frc- the gcve..ent and fr fcreig­
loans. The ?AB has its central office in La Paz and 67 branches 
and agencies throughout Bolivia. :'n additicn, BAB has specialized 
personnel who provide technical assistance on supervised loans. 

-nthe private sector there are two deve-clpe.t banks, the 
Bancj l.dustrial S.A. (BISA), which provides loans for the develop­
ment of private industry and mining, !.nd the Banco de F'Lnanciamiento 
ndustrial. BISA has its ma-4. offices in La Paz and has agencies in 

Santa Cruz, Orurc and Tarija. It also has specilized technicians 
to provide t *-4ec...al assistance to its clients !-n the -.dustrial 
sector. -. de i.dustr.-, has had very limitedhe B-nco Financiamiento 
activity to date - =ostly in the Craro area - and ha: only a limited 
tech:nical staff. 

e, Non-banking finan-cial institutions 

i) Savi-ngs and L4an System 

The Savings and Loan system is privately-owr.ed and is ccm;osed 
of the Caja Central and 9 savings and loan associations. The Caja 

.
The BCB is studying a U./B proposed to standardize the interest
 
rate on all refinancing programs at !3%.
 

http:privately-owr.ed
http:forei.gn
http:categ-.ry
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Central dictates the operations of the system, provides mortgage,

life, and IFHA insurance, audits the operations of the individual 
S&L associations, provides technical assistance to the associations.
 
The associations are located in the capital cities of each Depart­
ment. 
They receive sayirgscde.osLts and finance the constrctLon,
 
purchase, en.larg~ent and imprcveent of housLng.
 

ii) National Federation cf Credit Unions (5IACRE) 

F-NACF is made up of 180 credit unions distributed through­
out the urban and rral areas of the country. The credit unions 
receive savings deposits fro their mebers and make lcans among

the mebership for a variety cf purposes. _A--_NCRE was recently

incorporated as intermediate 4nStitution
an credit for the F^RA.-2 
program and It is expected that it wll play an 4-mpcrtnat role
 
under the guaranty program.
 

iii) Ccopcrativa M.ltactiva "La Merced"
 

The -ult-'-prcse cocperative "La Merced" is located in Santa
 
Cruz and has 20 urban. agencies and works in 76 rural towns. 
 It has 
36,000 m=ebers. 
 It operates a credit union and super--arket for its
 
mebers and has In smallativities urban and farmer credit, medical
 
care, and housing construction.
 

iv) Cocperativa h.tactva. "Mare y .Maestra" 

This =uJtirzPcse cooperative is located in Tarija. 
It has
 
12,300 me.bers and is engaged in the follo-wing activities: credit
unions, _-ndustrial activities, education, housing, health and a 
program to provide assistance to m-r'' farmers.
 

v) Centro para el Desarro-lo Social y Eccn6.ico (DEEC)
 

DESEC is a private crgan.zation formed to help in the integration
of the poor sector in the social-econcmi- development of Bolivia. On
 
of the main activit4.es of the entity t' .local'....i-c orgaize l "bs"bs
 
crganizatLons" formed by 
 c'z-.nity centers, ass;ciations of s..'
farmers, .rcductLcn centers and .c..eratives. ',a.; developed
speci....ed .rganzaticnsfor projects cn ed.cation, agriculture
(ASA"), cattle, n"ndicrafts - ....- narketing, health and housing 
DESEC rece:.ves ncce fr= the ser-;ices it rrcvides, the sple of
Products, and assstace :unds frc- foreign agencies. It has offices
in La Paz, .ruro, Cochaba=ba, .otos and Santa Cru- and is expected 
to bece an e-igi--e -. te-ediate credit Institution under the F:.-.-2 
and other BCB ;rograms shcrtly. 

http:activit4.es
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iv) Agro-Central
 

Agro Central is a private entity that organizes small
 
farmers into cooperatives in the Sucre area and provIdes fLna.cial, 
technical and marketing assistance to these cooperatives. it is also 
under consideration as a potential credit intermediary for the BCB 
refinancing and guaranty programs. 

3. Other Sim lar AID and BCB Activities
 

a. USAID/Bolivia programs
 

i) Industrial Ref inancing (Loan 511-L-043) 

The FRI loa. was signed for $7,000,C00 in September 
1972. It provided for a rediscount =echanis= in the BCB for Lnter­
mediary firarciaL Lnstitutions whi.ch made loans to borrowers in the 
private sector for the creation, expansion and/or mcdernization of 
industrial enternrises. The :, loan was disbu.rsed withi- the a:t!­
cipated th.ree year pericd, a.d beneftted from the partictpation of 
all but two banks within the private barn.ing syste, as we-l as the 
Banco del 7stadc. though no partic-lar e:pha:is was given to agro­
industry or small e in the de-sign of the roect, 2E'2 of 
the ort....al :unds were a-.llcated to agrc-i.dustry, and 6c' of all 
loans made under the prosr-= were for $50,CC or less. Since the 
begi.-ning of the im-lementation of the Loan in Januarzy, 1973 the 
FRI has extended loans to -rivate ente.r:es !otal..g S1..60O,CCO. 
Of the 195 loans approved to date, ,7have been for financing the 
expansion of exist.g .. dustres, 37 for =ode.izing e.,te.-prises 
and 61 for the creation of industries.
 

ii) Agricultural Refinancing Funds kLoans 511-L-O42 and
 
511-T-052) 

The first F.-A loan was signed for $8CC^ C in 
November, 1971, for the purpose of refLnancing private, public end 
mixed enterprise loans for the production, storage and =&rketing 
of agricultural products. T.'.e Basic Foods ?r..duciton loan, or F.A-2 
was signed in Serte-ber, 1975 for $8,C0,C06. This lo. was targeted 
toward the s-all far.,mer for the production of basic foods such as 
wheat, corn, sorzh=, rice, cu.nca, soybeans, potatoes, ;ea.uts, dairy 
products, vegetables, fruilts, pou'try and forage. .- e .-ximnu= acunt 
of sub-loans is $LOC. .cans to cooperitives or orga.nized far­
groupo aree i~ible on a pr 4 p a;is.= g sub­
borrowers are defined on the basis of -ncc=e, an. cf hectares :wned 
and cultivated. :nternediate credit ins.tut.ons receive - of the 
13 interest rate, w^.Ie the 3-^ receives the re-ainin; .:ine 
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cuit of the twelve private national banks have participeted .­in RA-2
 
to date, although ma.y of them have participated at very low levels

(two of the remain-.ng three are industrial banks and the othcr one,

the Banco de La Paz, was c--y recently -eated and is expected to
 
participate this year. The level of 
participation of the private

banks has been limited by a number of ccnstra--nts, includi.g the
 
following:
 

- most of the banks lack technical capacity to evaluate and super­

vise small farmer loans 

- clients are located a large distance frcm the bank office 

- the administrative costs for the RA-2 lending are higher than 
other operations
 

- the banks perceive a high risk in lending to small far--ers principally
because they have little experience working Vith s-mll farmers and 
smal. far-ers lack the traditional type of guaranties or collateral 
sought by the banks. 

... w.thstand'ng these major constraints, 41% of the I-A-2. loens,
totalling over $.,C0,COC, have been made by the private banks. A few 
have pa-ricLpated to soi.ificanta degree. These are primarily the 
regionel banks such as 
the Banco de ?otcs. and the B.nco de Cr~dito
 
Oru o. These bnanks have generally been flexible with ccllateral
 
requ'r=ents, often a:cept ng personal. guaranties of other bank

clients In of .ystcal guaanties. L-. other cases, such as

the Banco ercant.I in Cochabasba. the b6nk has made group loans
 
thrsugh -Instlutions uch as D:SEC, with 
the guaranty of DESEC for
 
repayment of the loan.
 

.- '-.riii) Special 'nd EconcLc Development 

Repayments of three earlier AD two-step loans (Loans 51-L-O'L.
 
- 029, and -031) have been &located to the Special .F-u.nd for Economic

Development, established in February 1967 by Snpreme Decree 
07911. The
BCB administers these fwnds, which are relent through participating

banks for activities in the following sectors: .ndustry, 
 agrLculture
and livestcck, export indstries, civiU construction, and housing.
A total of $26.1. .mllicn had been lent fro this asFund of July 2,
1977. At .eant 4CM of the resources available frcm this fund must 
be lent for agricu.ture. 

iv) .r---- .terprises and Agro-industry. 

The .lasion is now preparing the PP for the Ru.ral £nterprises and
Agro-irdustry prcject. T"e objective of this loan is to increase the per
capita iLncce a.nd izjrove the standard of living of the s-mal farmer P-nd 
rural poor popalation. nnhis project will focus on three different kinds 
of activities: 

http:remain-.ng
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agro-Ind'atry, rral enterprises, and h.dicrafts. As with the IFRA
and FRI projects, this loan -Ai. be channelled through the BCB for 
lending through paxtici;ating private and public financiali-ot tut-ons. 
Agro-i.dusty projects wil-I located eitherbe -n rural or urban areas,
but will have to d~onstrate direct benefits tc s--al far-ers. The

rural entez.-rises financed -t__ be lccated 
 I- rral towns and will
involve s-all cuzerci., .ndustra.- and service activities. Artisan
activities A-.1 be located either I. rral or urban areas and wi 1 ' 
be li.mited to activi..ties whioh use as inputs significar.t portion ofa 

products produced by sAll fa mers.
 

b) Centre.1 Bank experience 

in addition to the three A= -fni&r.ced funds described above,

the BCB established a special. refinancing 
 line of credit of $1.5
million oriented ,tcward a.tisan tro~ects -n 1974. Mhe i~xm amount 
of sub-loans was set at $3,CC0. :n the rmarkably short period of
approximately one year, the entire line of credit was di.bused to
865 rtisans, ".v.th an iverage lCan size of $1,750. The Lepar-ent 

.. _ of .... ... of these oredits, Chuquisaca 2C0, :ar-a
 
19% and Santa Cruz 14%.
 

c) Effects of PCGP on these programs 

Resources fr__ the :.A- , M'I, Specia.l :%-nd for Econo=ic 
Levelopment and other BC3 progr=s w4ll be used for ref-.nancng
eligible loans -nder the guara.ty prcgram. 'he amounts used fr-m
 
these F -.ds will be s=_- in mc-aPriscn -With the size of the resources

available, h'wever, and the progr - s not. ex--ected to have an adverse 
effect on these -nds :r= a fInancial pint of view. S!e these
refi-nancing !lnes are presently oriented to -edium and large borrcwers,
the guarsnty prcgr= "r'l'..not c--ete "wth the but will, ra her,
focus a of.orticnthese resources -n small f.--ers, business-en
 
and artisans.
 

The COG is =ore ikely to overlap "w-ith the MkA -2 and Rura.1

Enteriprses and Ago-_nd"..tr- proects. However, the g-ara-.ty
 
zrogra= has been 
 desi.7ed to avoid, to the extent ;cssibe, ccmpetior
-with these other progr=s. This has bt _!- d:ne thrcugh targetl-.g nd
through providing ifferent finarcial _.centives to the :articpat:Ln
lenders for :-at ci-:atin I-. -he Thrsugh t.e FA-2 

n r -e , a .... lend a i_'' to s=..1 
fa-=-ers cr busi-ess=en "hi -̂.c....h ve . -'. ---- 'er' t 3 =eet 
their requL-e-en:i. to ix-ected, since -. e 
nQ other garnties. T.erefore, in ter-s :f targeting tne :rcxr=s 
are cs'4-ce- ?.-P -dd.eszeS only those bcrrowers 
without the requ-red guaranties. tr.":er= of fL.n-ial incentives,
the lenders will rei'e 2e5 - 3 more of the i-nterest rate spread 

.-- *e lenders have 

and ?CF--ore refln.n .g "nder th-e F?._- and ?.url -nte.-rises pro.e-tn 
than under ...- 'e 2,2,the ?CG?. . ). ei-oe-ive!cee Table IS :he cb" cof this 

http:g-ara-.ty
http:guara.ty
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was to offer suff cient incentives to pa.ticipate in either program.

These financial incentives wi-ll be continually reviewed to assure
 
that they are having their desired effect and that project designs

do not include a bias against one project or another.
 

4. Su.a-ry of Studies Done for the Program
 

To studies were contracted wIth local consulti-ng fir=s to
 
assist in the preparation of the PCGP and the .ural E.nterprises and
 
Agro-1ndustry project. 
 The first of these was a study of the Bolvi,n 
financial systc done by the firm GIASE*. The study presented a detaIleddescription of the regulaticns governing the ba. -ng syst-, the
 
distribution o" all ban. offices in the co'u.ntry,, an analysis of legal
 
reserve r-...e=e.ts, -Interest rates, portfollo c=posicicn and
 
growth, delinquency, and guaranty requir-ents. n additin, the
 
study examLned non-ba.-k f L-.ancial Institutions. The study includes
 
over 12C tables, which include detailed ;ortfolio infcrmat-on on each
 
bank in the syste. 

The second study -was pe-ftrmed by the firm E an-r-i2.!analized
 
the demand for credit for rural enterprises, agro-industry and
 
atsn-r activities and examined the need for and the avaiiability
 
of technical assista.nce services fcr the design, analysis and/or

Imple-entation of these types of p.-ojects.- The study basedwas 

on Interviews with over 900 businessmen and artisans i- 52 areas
 

-.
throughout the ccur.tr The study showed a d=-&rd of nearly $265
 
.il.ion for agro-.ndustry, rural e-nterprise and artisa.-y projects

in Bolivia at this tise, although showed that there was little
 
tech!nical assistance available in raral areas to help desig or
 
imple=ment these projects.
 

5. Program Rationale
 

The potential contribution of the proposed program to the development

objectives of both the Goverrment of Bolivia (GOB) and USA= must be
 
assessed in terms of both past developments and the current situation.
 
During the past decade, growth in the Bolivian eccncj has been
 
characterized as sharply dualistic. The major resource flows, both
 
external and internal, have been directed at a narrow, expcrt-oriented 
segment of the econ=y, e.g. =I-nerals, petrcleu and gas, nd some 
ccmerial agricu--tural ex-ort operation, principa:ly sugar and cotton. 
The resu:t-Ing gro--h has been largely cap tal-intenssve, wIch does 
not generate substantial empboyent and therefore has :;ct significantly
impacted on the level of welfare of the majority of the pcpulation. 

:GIASE, "Estudio del Slste=a Bancario Nacional", 1977
 
"Estudo de la Dem-anda de Cr~dito y Asistencia T6cnica en el
 

Sector . ral," 1977
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Despite the relatively strong demand for credit In rural areas, the

incidence of credit channelled 
 toward rural areas in Bolivia at the
 
present time is severely limited.
 

Access to the resources of the private bankc.ing system by small 
.armers, c=unity andgroups, s=all-scale entrepreneurs is li-ited 
prima--ly by high collateral requrements for obtaLning !ca.ns. Collateral
requiremt-nts are usually twice the =ctunt of a lca.n, and often

higher. :n 

are
 
adliticn to the u~nefordable collateral recuirements,

potential borowers in these groups vre generally "-nfa=iliar".ith
the bamking systen and what it has to offer, and the~re often existlanguage differences between these gr.-Ups and the ba:-_ing '.-ity,

which makes access to the syste dffc t. -ar to
.ers tend ccnsider 
these grcups as higher risk borrowers and are reluctan-t to extendtheir Lperations to Lnclude the ander exist'-- cniitisns. addition,
the private barnz geners.1ly lack the staff and :ina.cia rescurces to

'ndertake the -r-ot.on, addtt-cnal. areysis and foliL-w-u .ecir-ed
 
for lcans to these groups. 

rhe prcposed guaranty prcgr=_ is designed to address these
constraints by greatly reducing the risk of the lenders on -:rozects
undertaken by these grups, by prov-,d-.g technical assstnce to the
ba.-.ks and to bcrrowers and :th ough ")r-cmt.cn of the progr=a to
 
encourage greater a'areness cn 
 the cart of the target groups of the 
rescurces available fr=- the zrivat ft-nincia- system. The guaranty
program wculd contribute to the i" ns go of ncreaing per
capita inco-e and the standard of ""ivng of the .,-3.1 7ccr by
prcmotin-g pr-duc-.-,e credit in rral areas. These --.vestments .LL"he. le . ... stincreased 
lnmite! markets , tie general lack 

.te t.. s-_m L farmer -ome such as 
of factor arkets for r'c--..t--ura 

inpuits, and the deprth of agricUlturil- related service ente-rises.The pr--cticn of these ty-,es of invest.ents i. ratal areas is exectedto i-nect new -Incentives and to ;v.de new ct-crt=.niltes to -ncrease
rural L-.c-zes by streng-henLng rural sector inikages "'.n c national 
economy at the d!:art-ental aund interdepart-mental levels 3-nd r.mot:.
the i-ntegrmticn of the r=al sector iLnkage :w-i:h other key sectors 
of the econory.
 

http:r-cmt.cn


B. Detailed Description
 

1. Guaranty Mechanism
 

A F und will be established in the BCB for the purposes 
of guarantying 75% of eligible loans made by private financial 
institutions -nder the PCGP in Bolivia. The .IuNndwill be capitalized 
with a g-aaranty ccmission paid on each loan made tunder the system 
and will be supported with up to $2.5 million in AID guaranty author­
ity under the PCG and up to $1.25 million from the BCB. :-%nds for 
lending arder the glaranty rogra= will cce from the resources of 
the rarticim.t.ng .ending inst.tutins or from established refi.anc­
ing lInes admInistered by the BCB. Tech:nical assistance and loan 
supervision will be .rovded to borrowers by the partici:atrng 
lenders and pri-ate and public tecl.nical assistance crganlzatlons.
Detailed ope rating a..as containing precise eligibil: .. cri teria 
and prcgram reglaticns, prccedures and guidelines will .e developed 
by the F-nd's adainistative 'it in the ZB befcre Initiaticn of 
the program, and will be used by all participating financial insti­
tutions. The -rogra= will be implemented on a pilot project basis 
for aprox.-ately-Y four years, i.e. antil :ecember 31, 1981, subjectto pe riodi 


tpodic loint S.AI-BCB evaluations of i=plementation progress.
 

T.e principal objective of the PCP in Bolivia is to pro­
vide institutioral credit to persons or grcups who presently lack 
access to such credit because they possess insufficient collatera! 
to meet the normal requirements of the lending institutions n 
order to make a loan -.nder the guaranty program, the lender will 
be required to m-ake a deteriration that a) the prospective borrower 
has not previously received credit fr the= or, to their krowledge, 
fro. any other banking institution for purposes similar to the 
proposed loan, and b) the borrower would not quall "y for the loan 
without the evailabilit of the ?CO? guaranty because he/she lacks 
sufficient collateral to meet their requirements for the type of 
loan being considered. :%is would :-ermt loans ="der the program 
to borrowers who had previously been clients of the oarticipating 
lender if the proposed loin is for a different type of project or 
for sIg.n.ficantly greater amonts than previous loans made to that 
borrower. The 7% guaranty will neutralize t.-e majority of the 
risk to the lender, reducing the lender's exposure to 255 of Pos­
sible losses. 7his 2%.will be covered by additional collateral 
up to a maximum I.Z of the face value of the .can, although it 
is honed that in practice that these additional g"arantIes will be 
less than IOC. Tris additional collateral will include any mort­
gagable goods purchased with the loan resources. 

http:rarticim.t.ng
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efiLnancing - will be provided for eligible loans through 
resources in the follwirg BCB refir.ancing urds: I.FRA-1, IFFRI, 
Special Flu.d for Eccnomic Cevelopment (D.S. 079L), and other .xnds 
created with BCB resources. F-'nds fro- first disburse=ents to .-1?A-2 
or the proposed Rural Enterprises/Agro industrI program., will not be 
used for these purposes; however, ref.cws into these f-nds will be 
used as deter-ined necessary by the 2CB. Refinanced loans w'' 
have an eff'ect i ve interest rate to the borrower c , P!aus the 
corresponding g'a.-nty cc-tssion. Ref.anncing - il'be autoratic 
for loans -p to $25, CCO bzCO,0C'O), -i.e. lenders will rake Icans 
subject to the relevant prcgram regulattons and subsecq;enti7 re­
finance these Icans at the BCB without 7rtor 3C? a-proval. KII3 
will subsequently review these loans cn a selective basis to assure 
compliance with -*he re%ilaticns. For amcunts exceeding the autocatic 
rediscount level, !can recuests will be reviewed by the 2C3 Regional
Techn'cal. Offices .r cc=.pliance w*ith prcgram regulatizns. After 
review, these cffices wi'. .ass the requests to the ?C3 :'iascn de 
2esarrollo for a;prova" with their recc-endatcns. rt is not 
expected that this prccess will take =ore than two r eeks fro= the 
time the reftrancLng request is presented tc the BCE. 

.
In designing the refinancing a. ect of th =rcSg.m, efforts 
were made to balance the attractiveness to the "eder of a) rftnanc­
trig vs. use of the lenders' own ft.nds and b) refirancing under the 
.PCGP and use of other reftranctng .-_nds for s-'"ar tyes of :r-.ects, 
e.g. 7-A-2, R.;rl Enterprises. Hcwe'.er, frcm the bcrr-wers toint of 
view, refiranced !oans will be =ore attractive. as !emcnstrited 
below, Therefore, .t ic ?x-.-ected :hst the ma lority of ":..ns will 
be made with redisccunts. For this reison, efforts h'e .lso been 
made to adjust the percent of eligible loan amo'.nt: that :an be re­
firanced when the gm-anty is a:pied. Tbble 2 indicates the 
interest spread to be received by :he lenders and t"he t.rcen of 
eligible !cans "hh may be refinanced, bch in "-..e and sti __' 

2 
. 

prcgrm-s. .hese amounts will be rea ,;usei by the EZ. w.h prior
USAID approval, as necessar-y to maintain 'he des'red ba'ance between 
the various ftnancing a!terratves and the necessary incentives for 
particiation in the F.CG?. it shculd also be noted that the figures 
related to the Rural Enterprises project are as yet .relitniary and 
subject to .arther negotiation as part of the firal develo-ent of 
that program. 

The gtaranty cotssor. will be a cne-time charge aid t 
the time of first disburse-ent of an eligible loan. it will be 4,!, 
of the face value of the Ican for loans of 'ip to 24 mcrths 

http:Hcwe'.er


Program Interest 
Rate 
to 

Borrower 

Guaranty 
Commission 
paid by 
Borrower* 
(one-tlme 

only) 
To 

Lender 

BhiLE 

IN 

To 
PCGP 

2 

T E 

To 
T/A 
Fund 

R E S T S 
To 

Pre-Invest-
ment 

Studies 
Fund 

P R E A D 

7b BCB 
Administra-

tive 
Costs 

Percent 
Refinanced 

FRA 2 13% -­ 8 - - -5% 100% 

Rural Enterprises 

Small (less than 
$25,000) 

Medium(more than 
$25,000) 

Artisanry, rural 
Artisanry, urban 
Agro-industry 

13% 

13% 
13% 
13% 
13% 

-­

--
--
--

--

6% 
7% --

--
--

i% 

P% 
1% 
2 
3% 

1% 

i% 
1% 
1% 
1% 

4% 

14% 
14 
1% 
1 

90% 

80% 
9
80% 
808% 

O% 

PCGP (with re­
financing) 

Agriculture 
SAmll businesses 
Medium businesses 
Artisanry, ,'tral 
Artisanry, urban 
Community develop-

ment 

13% 
13% 
13% 
13% 
13% 

3.1 
3A-4% 
3-14% 
3%-14% 
3%-4% 
3f,1-% 

53"% 
14.5% 
4.5% 
4.5% 
1.5% 
14.5% 

2% 
2% 
2% 
2% 
2% 
2% 

1% 
1% 
1% 
1% 
1% 
1% 

-

.5% 

.5% 
.5% 
.5% 
.5% 

580 
5% 
5% 
5% 
5% 
5% 

70% 
60% 
70% 
60% 
70% 

PCGP (without re­
financing) 

Short term 

Medium & long term 
15% 
16% 

5% 
6% 

15% 
616% 

-

-

- _ 

m Includes payment to technical assistance fund 
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term and % for loans longer than two years. This differential 
commision will be applied because the effective impact cf the cot­
mission cn short-term lcans is greater and because it is believed that 
longer ter-- loans represent a greater potential risk to the :"%nd. On 
refinanced loans, the amount charged to the borr-ower will be reduced 
by 2%. This amount will be :aid to the .-'und out of a portion of the 
13% interest rate. 

As described tn more detail in Sect.cn 1113. (p. 36) bel w, 
it is expected that the guarnty co-ission wIll be suff .entto 
mintain the -ud and provide for adzinistrative costs and a s=all 
zapitaliza' on factcr . Mntorig and audit prccedures to be designed
by the _BCB will permit caref,.C and ccntinucus evlu"ation cf portfolio 

olementaticn and will attet to 14-4t the
losses during -- t-hem to 

anticipated 3-1,. 1Hewever, in the event that the ?.=nd's resources are 
exhausted, AID and the .BC3 w4. d sburse to t.e .un, for zay--ent to 
the lender, 50'j and 25-, reszet.'4 ely cf ai" outstanding el.g.ble 
.oans for which g"iaranty pay-ents frc- the-.- d are due, u: to a 
level of $2.5 -Z" - and !1.215 =Ilin, res-pe.t.vely. A!D and -_CB 
prtici-aticn par~~~to...in the ... will he t&aI._ icl.AI-l d . -. Ld's cb.gattcns wa . .art ­

ing the 23 risk assuzed by the lenders on 3_1 _oans plus the .
 
calculated to be the a-:e.ge g-'a.-anty cc--iss'on a d to the ­
by all lcans in the ?COP =ortfclio, this will a!*c-. a gaarinted

portfolio of approx .iately $5.3 m'IIcn under the FCOP in 2olivia.

Considering that this azc-unt relates -o outstanding balances on 
guarantied loans at any one time, the face value a--'.urt of active
 

-
loans g-uarntted under the progra will be signif.cant.y higher. 

To the gu.aranty cc-m-ssi.on of i'- 5 y "dill be added an addition­
al 1%, payable as part of the cne--'-e fee, tc cover technIcal assist­
ance costs. This _, will go to a technical assistance .t-ndadminister­
ed by the BCB. This technical issistance f-nd will also receive re­
sources from the interest rate spread on loans refiranced through 
various BCB prcgr- s and these resources will be cha-nelled back to 
borrowers in the for- of exTanded and i--rcved services of nri',ate 
and public organizaticns. (Fcr % =ore detailed description of the
 
technical assistance ccmonent of the .-
CG? and the technical assistance
 
fund, see Secticn 1:I.A".(p. 27 ) bec-w.) 

Consequently, the fira effective interest rate to the borrower
 
for loans g'.arantied by the PC3? will be between a;prox- tely 12.5f 
and 16 for refirnced loans and a&proxi=ately !6.51c and 20 , for 
loans made with the lenders' awn resources. 'his is well belcw the 
effective interest rate of 251: on cc=ercial loans presently being 
made by the Bolivian banking system. (Also see Secti.n 1.A.3. 
(p. 3h) bew for a more detailed dlsc'assion of the --=ac: of the 
PCGP on the borrower.) 

4)
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The Fu:nd will operate in the following way. All private 
banks operating in Bolivia, as well as other private institutions 
such as cooperatives, credit unions, or non-profit develojment 
organizaticns, will be eligible to participate in the program. i. 
order to participate, an institution must submit an application to 
the BCB. Upon 3. B approval of this application, th instituti on 
will be so notified and given a ceiling of 'ending which may be 
guarantied -nder the prog.am. This ceillrg will be based cn the 
n'-ber of lenders expected !c participate in the prog.ram, and tne 
interest and capacity of the lender to =ake loans eligible for the 
guaranty, and will be subject to subsequent re.ision 'Cased on the 
lender's actual experience in the nrcgr-. Prior to initiating 
operations -.der the progra-, ;he lender's key stsmff =embers respcnsi­
ble for PCGP operations wil be provided trainirg by the Z-nd's ad­
ministrative ,Lnit and other BC3 perso.nel, as necessary. This train­
ing will fe'amilarize the lender's personnel with the concepts, reg'u­
lations, and procedures of the program, including the use of the 
operating manual. 

Once approved for participation, the lender will be given 
complete authority (except in the case of refinanced loans above the 
autz,%tic redisccut limit, as discussed abcve) for -king loans under 
the garanty prcg.--, based on the procedures and eligibility criteria 
described in the operating anuz.l. The participating Ie-der will be 
responsible for determinirg the econc-ic and financial viability of 
the loan, either thr--c'h the use of model loan ap-plcation/aralysis 
fo-s that will be distributed by the 3BC or by other appropriate 
method. Loan 14-its to individual far-ers will be the equivalent
of $7,500 (Sn i5:, O3o), lcans to indivda.s for ccmu.ity develop­
ment and artisan-y :rojects will be l.ted to 51, ^^ (Sb23O,3000), 
and loans to individuals for rural. ente.-nrises will ve a maxim 
amount of 25,333 (Sb 533, 3C). 'The loan l-it for groups under all 
categories will be a fmnction of the n.ber of individuals in the 
group (e.g. for a grou. of' .1aers .he :1-1t would be $30,O0D 
($b 60.,0D)) but .. a =ax==_ amou.. the e-uivalent of $50,00 
($b 1,333- 3). The lender will notify the F nd adin.strattve unit 
through the correspondLng BCB Reg cnal Technical Office when a loan 
is made, and will re=it to the BCB the guaranty co--ssion for the 
.und and the l% fee for the technical assistance fund. The lender 
my -ake rcans guarantied under the progra_. up tc the a-ount of its 
authorized ceiling.
 

In accordance with Section 223 of the F.A, the BCB will 
quarterly pay to AID fro-_ the Fund, in U.S. dollars, an amount 
equal to O.251 of thm face ,alue of loans guarantied under the pro­
gram. Similarly, the BCB will quarterly receive f.r= the Fund an 
amount equal to 3 .25, of the face value of loans guarantied u.nder 
the program. The use of these fees will be determned by AID and 

L 2 
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the BCB, respectivelyj although insofar as possible these amounts 
will be used in the furtherance of the objectives of the program. 

or. 
gtarantied and will receive thereafter infor=ation only about de­

info-rtion 

The 'Fund administrative unit will open a file each loan 

linquent loans. In this way the BC3 will have recent 
about the total pcrtfolio under the gra=-nty program and about the 

magnitude of balances in arrears. Ea.-h lender will report =onthly 
on the status of its g-,arwited portfolio, includ-ng out­to the hBB 

standing loan balance and n,'ber of loan3 and azcuLnts delinquent. 

When a guarantied loa.n is delinquent, the lender will include in 
the s-eps it has taken or is taking to recover
its monthly report 

or refi"ance the lcan. .is process wil. continue over a period of 

180 days, after which the lender will submit to the Fx.d an applica­

tion for pay-_e.t of the g ara.nty on the del.nquent .can. ThI.e .- nd 

w-il may only if the lender h.s dezonstrated that it has initiated 

and pursued legal acticn ag.inst the delinquent borrower in order 
of recuperationto recu.erate the deLinquent 1can, or that the costs 

would exceed the =ncun.t "ikely to be recuperated. The BC3 will 
of the l&0-day delinquencyinvestigate !cans as they approazh the end 

period so th.at upcn receipt cf the lender's aplica'.icn for payment 

the BB wil. be able to quickly determine the eligibility of the 

loan and make .:ay--:-nt to the lender of "c' of the cutstanding prin­

cipal acurt pt:s interest acctu..ated d-trizn the delinquency period. 

(Interesz arpoica*ble to periods other thn the delinquency period
 

and penalties will not be eligible for rAy-ent by the Fnd). The 

lender will be obliged to continue the recuera.ticn process for
 

in the event a n-crtion of the loss is recuperated,the loan and, 

will pay to the und 75- of the a-ount .recuperated, minus the costs
 

involved in the recuperation.
 

The delinquency period required before rayment of the guaranty 

by the Fund was established in such a "a' as to allow the participating 
to reschedule or refi.ance delinquent loanslenders sufficient tine 

according to their nor.--a. :ractices. cxperience with the limited 
nu.ber of siiLar types of loans in B2"llvii indicates that delinquencies 

level off before 180 ays. Therefore, it is our conclusicn that the 

180-day period •ill be sufficient to insure that P.l nor-a. bank 

action to refinance cr reschedu.e loans will be completed before 

guaranties are paid. if such acticn cccurs fol!owir a g-.a.rinty 
payment, the lender will be required tc repay the a-cunt of the 
gu:a.znty to the Fund. Because of the limited e:cxperience with the 
type of loans eligible --nder the. ? ?, h-wever, the lergth of the 
delinqu:ency period =ay be &djusted, as necessary, by the 3CB durirg 

program i_-ple-entation, with prior A.-. a..rcva. 
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2. Borrower and Loan Eligibility Criteria 

Eligible borrowers under the guaranty program will be indi­
viduals or groups of two or more individuals, each of whom bear a
 
portion of the obligation tc repay the loan. The basic eligibility
 
criteria for all borrowers is that they have insufficient collateral
 
to meet the no.mal 205: to 0. required by private financial inst itut.ions 
to obtain credit for the purposes of their prcjects. Eligible pro­
jects must be found economically and firancially feasibl by the
 
participating lender, and must be :-n one of the following categories: 
a) agricultural production and related infastrUcture and ser-rices; 
b) smal-scale, :ri-ately-cwned agro-industries, business enterprises 
located in rual areas cr =arket towns, or artisanry projects located 
in ruara! or urban areas; or c) seif-firancing, self-help cc---unty develop­
ment prcjects. Detailed criteria and maxim eligible loan li=its for
 
each category are described below. 

a) Agricultural production, infrastructure and sertices 

Agricultural projects will be principally ai=ed at 
i-provlrg the borrcwer's ability to increase his producticn of agri­
cultural products, either through short- or medium-term financing. 
Short-term .rcduction loans will most likely be used for the purchase 
of seeds, far-- tcols and i4p.lements, fertilizers and oxen and other 
livestock. The ave.zage term for these loans is expected to be 12-18 
months, with the exception of some livestock loans which 'ill be 3-5
 
years term. In addition to short-ter--production lcans, related
 
infrastr,cture investments and services will also be eligible and 
will be encouraged, often as part of one integrated production/in­
frastracture loan. Zxam-les of the kinds of activities eligible 
under this heading are wells, smll-scale irrigation syste=s, land
 
habilit.tion and soil conservation, puzps, farm machinery and 
equipment, veterinary srvices, and po.'er generation for farm use. 

Loans in this category will be made to s ll farmers. 
For purposes of this project, sall farmers will be defined by a 
series of criteria, which will be included in the cperating manual.
 
T be eligible, a borrower will have to meet these 
criteria, in addition to depending on farming as a principal source 
of income and not having sufficient guaranties to meet normal bank 
requirements. 
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The eligibility criteria will include the folloving: 

i) the borrower's net annual inc=e &ro agricultumal 
activities should not exceed $2,000 ($b 40,000); 

ii) the total of the borrower's assets, i.e. tools, farm
 
animils, living quarters and farm structures, should not exceed $10,00 
($b 200,000). 

Other criteria =ay be developed during the implementation of
 
the garant-y program to add to this list. 

Coope-ratives, pre-cooperatives, rural credit union3, and 

other groupZ of far--ers will also be eligible borrowers under this 
category. Such groups must be co--posed of small fa.zmers and the 
individual crittria will be applied on a partic11atirg fixm basis. 

The =axirnx-.= loan a~cunt eligible under the PCG? for agri­
cultural loans will be the equivalent of $7,5CC (.4b150,CC0). :he 
average loan &:-ount is e:xpected to be substantia y Szaller than this 
amount, hc-wever. The average loan -- cunt per i.dividual under the 
FRA-2 progra= to date has been approximatc_.y $75D and the average 
amount un-.der the Agricu.ture Sector !Tcredit nrcgra= thrcugh the 
Banco Agr.cola has been slightly over :,o'7. In addition, the re­
cently-ccmpl..ted assessment of s--all farmers in Chuquisaca. Potost, 
and Tarija :epar--ents concluded that the average credit required 
by these fa.-ers was approximately SI,ICO. It should be kept in mind, 
however, that are in the sa-e zrams,these a-ou-ts aver-ges; ar­
tlcularly FI.A-2, there ave been frequent cases where ur to S5,30O 
has been lent to ftr-ers -eeting the eligibility criteriA "_nder the 
gu/aranty orcgr m. it .3hould a-so be noted that the rajority of 
credit under these prcgras has been fcz- shcrt-t,.rm production credit, 
rather than fcr investments or e:-tices. ?easons for th"s cncent.a­
tion include the low loan limits in these prcgra=s, the lack of 
guaranties by the borrowers and, to sz=e extent, lack of technizl 
assistance related .o Infr2astr.ctu.re fO-ancing. Considering that 
e=hasis will b, place on funding more -edi-- and lcng-ter- acti­
vities throggh the PCG?, we believe that the $7,530 li-it is reason­
able for the prcgram's target group. 1.-.e loan imit for grouns 
will be $7,500 per indIvidual in the group, up to a maximum of 
$50,CCO equivalent. 

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


b) Agro-industry, rural enterprises and artisanry 

Private entrepreneurs or groups borrowing for sma1­scale business activities will be eligible under this category.

Agro-industries are those which market or process smll farmeragricultural products or Produce inputs :or the of sm&lluse farmers.Rual enterprises are defined as any productive business acti-ritycarried out in an area rore than o kilcmeters from a city of morethan 30,Cla0 'nhabitants. Artisay ac 
 VJies are those which re­late to agr .1...a._ aw aterials, such as wcol, leather or wood.Both agro-.ndustr. and artisanry prcjects =ay be lccated in rural or urban areas. "-_--"-ples of eligible projects include food industrydevelo--ent, nc......g azti...t.es related to ccnst--ction or repairof s-all o.age, colection, dr-yng, canrnirg, refrigeration and
mrketi..g facilities; 1cc-_s ­and other andi c a ft e.ui---t; e.r."Iceente.rises "'izh zrc:ide agr cu.ltural inputs or re ir fa'ilitiesfor agr.c..tu.l' ecui;pnent; an, transtortaticn services, such astrucking coceratives. 
:cans in this categc.. will be both short­term for cperat'-g capi'al cr inventcry financing and medi'--- and
long-tem for constructicn or ecuio-ent purchase. 
 Te.s up to 10
 
years will be a.ailable.
 

3ecause of the maxim.,= loan 14-its to be applied tothis category (see below) and the riral ep.hasis on the businessesfinanced, it is not believed detailed borrower ell -y criteria
 
are recuired for these activites. .rolects, however, 
 will haveto demonstrate that they benefit the rura poor. in ad.t.on, wherefacilities construction is envisioned, the borrower will be recuired
 
to hold title to the site of this ccnstructicn.
 

The 
axL-= :oan li 1t for projects in this categorywil be $25,0X' (Sb 50,O0)and $IC03 $b 2 DO .- ^i 
for agro-industries and rmre.l enterprisesn 1,00 ) fcr artisanry in -ural and urban areas.These limits are based on the average credit demand fcr theseactivities, taking 
"nto considerat'on that in most cases eligible
borrawers under the PG? will require less credit because of their
relatively poorer econc-ic sitation. herefore, wh.le the ESE.N
study on credit deand found that the average azount of credit needed
for r-ata! enterprises was .32,15 and for agrc^ndustries was $68,270,we believe that the V5,000 lim t for individuals is realistic giventhe target group of borrowers. For urban artisan activities, the
 average credl: dezand frc 
 the E.. study was $,h5. Since moreof these pctential borrowers are likely to be within the PCGP targetgroup because of their relative economic marginality, the 'Mssionbel.eves that a loan liit of $010,0' is reallia: for this group. 

.... is_ 05k9 . .i fo thi gr u'Ieal 

http:agr.c..tu
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c) Cocmunity development projects
 

The final category of eligible projects is cocunity 
development rrojects undertaken by organized groups which have as
 
their principal purpose ccunity social or econc-ic improvement
 
through self-help. A proposed project by an individual would also 
qualify under this category provided she project has as its principal 
purpose the scci ! or econcoic i=provement of the ccmunlty, provides 
for cc=mnlty involvement through self-help, is supported by the cc.=­
-mnity, and provides fcr ccur.ity partic:i.attcn in the benefits of 
the project. All projects under this category must generite suffictent 
income to at least break even, including repay--ent of the loan. The 
majority of lcans in this grcup are e.pected to be -edi'x-- and long­
term. Illustrative of the :an be,.xain-es ';ynes of :rojlects that 
financed under this category ar'z " and purn-s, watercc-unity Ids 
purification, slaughter hcuses and =arket:i factiitls, smll co..­
munity centers, and cc-,'.ty d-a-3e or irrigation systems. Eligible 
ccur.ities will be exclusively in .rui. areas, i.e. more than 10 
kilometers from a =ity of 3 or =ore "nhabiants.3ecause of 
the infrast.xcture nature of projects in this category, Ioan "irnts 
will be the equivalent of 0. (Sb2OO,1O) per ndi.v in the 
borr ing grcup, up to a naxim= of -.'5.CC ($b 1,C30 ,c0) per pro­
ject. Loan ter-s will be up :o i0 years. 

3. .irticipati-.g Lenders
 

.rtciation Ln the g:aanty pcg ma will be hirited to 
private banks, cooperatives, credit unions, and acn-profit develop­
ment organizations. The nrimary lenders are expected to be the 
private banks. Most of these banks have --artic.ated in or.-goig 
3CB ref.nanc'rg orcgrams and nave scme ex7.erience working in r iral 
areas, part.c'..ar. with sall. far-ers through the -- A-2 prcgr.rn. 
A series cf discussions has been -. dert.aken with the pri'ate banking 
system, both in La -Paz and in -cst of the ezartzental capitals, about 
the ;rcg. A and =any have indicated an interesz in parti:Ipating. 
Ainorg the banks most likely to partict;ate are the Banco de Credito 
Oruro, Banco de .. tosi, Banco de La ?az, Banco Industria., Banco H!­
potecario, and the Banco de Cccbhbamb'a. 

In additicn to the barks, .t is expected that three or four 
additional institutions will :articipate in the prcgam%. Cne of 
these, the National 7ederatton of Credit Unions (FEZ _-), is a re­
cognized intermediate credit instituttcn under the :.A-2 nrcgra= ind 
has begun to channe. -A-2 credits. Steps are presently ur"der-.-ay to 
provide the same status to the Centrc rar a el :esarrollo Socia. y 
Eccr6mico ESEC could:ESEC'.parttci:ate in lendi.g for both 
agricultur and artisanry and through its iffZliated crganizat-ons, 
provide preinveszen- and .m=lemenation oechn-Ica" assistance to 

http:prcgr.rn
http:cc-,'.ty
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its borrowers. Addl tio.Al. nstitut.orns being considered include 
AgroCentra! in Sucre, the Cooperatlva La Merced in Santa Cruz and 
the Cooper-tiva Madre y Mestra. An', non-bark institution that
would participate in the .rogr- wold first ave tc he aprcved by 
the 3ZKB and 'M.:: and as a-. authorized credit inq itutionthefcr 
PCG? and the CB refr-_.nclng lines. A recuisite "cr this approval
is s~e pricr :redi- experience, an adi-inist.- tle carbility to 
nage addit .r-il credit prcS.-=s, and sufficient g-a.anties to 

support the leve: c: .redit channelled through It. It is not en­
visicned at this ti-e that smaller ccceratives will be eligible
lenders -nder the prcgra., althcgh -hey certainly would be 
eligible bcrrc-wers. 
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Part Ill. RWECT AALYSES 

A. Technical Analysis 

1. Technical Assistance 

The technical assistance aspect of the guaranty progra.m will 
be significarttly cbanged from the proposal prese.nted in the -RP. Ln 
general terms, the technical assistance program envisioned attepts to 
place ajor re-on.sb... ty for loan analysis ar.d supervisicn on the 
lending institution suppleented as necessary by outside technicians 
in specialized areas - and erntails the establis.m-ent of a tec*-nIcal 
assistance fud man.ged by the B as a means of pro'ridL..g assistance 
directl.y and indir'ctly to el-.b..le bcrrowers. This new arra gent 
was adopted for four basic reascnz: a) a belief that lenders should 
be .espnsiblefor ai.ayzL.g and f i. ^ing-u on 1.-anS they make,
b) the fact that few " 'fied tec*-hian..s are availableoutside in 
rul areas L. . to provide the kd of assistarce origl-.a--y
en~vsioned, C, th- bee.f, shared not only by 'SA= and the 3B but 
also by the private bankin:4g c unity, that the cost to the borrower 
of recuaring assistar..e of outside techn-Icans *d- be .....-... v 
expen3ive for the intended target Iroup and often not necessa.r', and 
d) the general -u anagab..ty of the orig'nal design and the I-ncreased 
a&dministrative burden that it would cause the d. 

The technical assistance ccm'c-ntnt of the proJect wIll f-uction 
In the fo.owng way. :n the preinvest-rent phase, the lender wt1l. be 
responsible fo.- wcrking with the pctentlal borrower to develcp, in theform of a lo&n app-icato. form, the basic eleents of the project a.d 
to determine the ecor.nomc and ftn-ncial feasibility zf the proposed
!can. L. technical aspects, where necessary ,iven the nature of the 
"car. request, the ba.r "vwi. be assiszed by techniciens frc% public or 
private technical assistance orgniz.t.icns which are affi_ated "ith 
the program, by the tech-icians of the BC3 RegIcnal Technicall CffIce!., 
or by outside corsultants. The cost of these serIces "-42- either be 
paid by the lender, the borrower, or the program (see below). The BCB 
will assist the lender by distributing cdel for-s for various ty-pes of 
projects which may be used by the lender to perfor- the necessary pre­
investment analyses. 

'n the i_=' -entation phase, what is generally called technical 
assistance v4i be di' ded into two components: a) loan follow-up to 
determLie the proper use cf credit fu.nds, and b' assistance to the 
borrower in techncal aspects of his/her project. The first v-411 be 
the responsibility of the lender, at no extra charge to the borrower. 
Accordg to guidelines develoed for this aspect of the prcgrem, the 

http:re-on.sb
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lender will be requested to make cn-site inspections of each Ica.
guarantied under the -CGP to assure the proper use of the loan
 
resources at least every six months. The lender wi-' send a copy

of its inspection report with its regular zonth., report to the BCB,

which will be filed in the correspcnding !can file by the -nd admi­
nistrative unit. As in the case with present BCB refL-ancing program;

the BC3 Region&l Tec!Lnical Offices wI' be availabe to assist the

lenders in this supe-vision. If the -Lnd does not have evidence of at

least one lender follow-u. vsit per year on a loan, the guaranty will
 
not apply t- that -ca. in the event itbeco=es delinquent. 

Regarding the technIcal aspects of project imn;-lentatcn the
-G- .anta.na :f qualified tech.icians i-nprogram wil regls7er


various 
 fields that can be used to pro e _-iet azzi.tance to the
borrower. The need for such -necia I-zed a: istance will generally be
identif ed i the :reinvest-ent phase and will be paid for as part of
the lo!a. by the borrower unless the required assistance car. be obtained
frm a criv.te or Ublic.. . t . cn without a direct cost to the
borrower. t"his case all or part of the costs of the tech nicalassistance "ill be borne by the prcgram. it is expected that supplent­
ary tech-nical assistance at the cost of the borrower will be necessary
only in exceptional cases where a project is extremely complicated or 
a new technoclogy is bei-ng Lntroduced.

.h e p-cplsource of f ,-n_,. a 
.he .. so... fdIng for the technical assistance 

ccmponent of the guaranty program -wi11 be a technica.l assistance furd 
to be established in the BCB. Tis fund will exist for &LI refinancing 
programs to be managed by the BCB as well as for the ?CGP and will be
oriented to financing tec.-nica1 assistance for = &!'-scalefarmers andbusi-ness-en under these programs. Generaticns for the fund fr= the 
guaranty - be exclusively designated for use by the program,
but the .CG. -ill also benefit through this fund from resources from 
other sources. n other words, the technIcal assistance fund wll
benefit a series of programs drect-.y or indirectly with resources
generated frm the whole range of B-CB de'e =-ent activities. The.echnical assistance fund willnitlly l Deb c-i-ilcar-t.al ied bby $200,CO,
frm the BOB fr= rescurces at zresent acc-.--ated in the preinves- ent
studies f-und created wit*- 2 . of the in.terest on F-PA-l, RT, and:;read -­
0792-1 -os.ns. hrcugh the troposed A- Rural Enterprises/Agro.mndustry
loan, and add.t na: ^23C,000 will be desigated for the initial
capitali:atin of this fu-nd or use in activities related to rural
enterprises, Prtisan., and agro-industry. Thus, the -nd wI have an 
i-nitial capitalization of S4D3, O. addititon, the nLnd.. 
 . wi-l

cont_nua:ly receive resources fro- tne act t es of al1 BCB programs, 
as deonstrated in the following table; 

http:car-t.al
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Program Generations for t/a Fund 

FRA-l, FRI, 079U 2% of interest rate 

Rural Enterprises/Agro-Industry 
Sma.ll (less tha. $25,000) 1% of interest rate 
Medium (=ore than $25,000) 2% of interest rate 
Artisanry, rural 1% of interest rate 
Artisanry, urban 2%of interest rate 
Agro-Industry 3%of interest rate 

"'CGP 1% commission plus 
1%of interest rate on 

refinanced 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-l, FRI, and 07911 which ill also be used for 
activities related to FRA-2. 

Resources from the initial capitalization of the technical assistance 
fund will be used for two principal activ4ities that will indirectly benefit 
the guaranty prcgram. First, the fund "e-ll pay the costs of surveys or 
studies of various areas throughout the country to identi.y agricultural, 
business, ar-isanry-, and agro-industrial prospects and investment cppor­
tunities. The scopes of these surveys -rilI be developed by the private 
barnking co=unity, through the Union de Barcos Boliviancs, and "will there­
fore be oriented to those areas and types cf activities of most use to 
them. The sunrveys will be managed by the staff of the tech.nical assistance 
Pund in the BCB, however, to assure that their results are ccnsistent with 
the BCB's development programs, including the ? G?. :t is ex-pected that 
the results of these s',rveys will be distributed to all interested lenders 
in each area, wi! facilitate and speed their entry into credit acti'ritles 
in these zones by identif*.ing general credit prospects and target rene­
ficiarlies, and w411 for= a naJcr part of the prc-otional efforts by the 
lenders and the BCB for the relevant programs in these regions. Many of 
the agricultur&l and business actiritles identified by these suwreys are 
expected tc be ones of potential borrowers under the ?jG?. 

The second genera! activ.ity to be financed by the tech.ical assist­
ance fand is assistance to banks and other lenders participating in 3CB 
development prcgrams in upgrading their technical capabilities tc analyze

' loans to s-mall fa-mers and small business-en, as well as their ability 
to promote and fcllcw-up on these types of loans. This "w.ill be done by 
providing seed capital or ccunterpart contributions to resources 
from the barks themselves for training ccurses for bank personnel in 
relevant subjects or for f.-.in.g addlticnal technical perscnr.el end 
transportation for these institutions, either individually or through
 

/ ", 

http:perscnr.el
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the establishment of multidiscip!4_nary technical offices serving --ore
 
than one bank. This will result in i-proved bank persornel who will be
 
able to provide assistance to PCGP borrowers in Joan applications and
 
to 	adequately follow-up or loan L--plemertatior.
 

Resources c=Lng to the technical assistance fund from the
 
PCGP will amount to nearly $187,000 over the life of the program.

These funds wilI benefit borrowers under the guaranty program by pay-

Lng the costs of techunical assistance provided in both the preinvest­
ment and im= l entatI cn phases by public and private insttuticrs and 
ind.ividuals afi.li.ated with the progra.. These -nstitutions wou_' d 
include the nstituto Bolivia= de Pejuef.a Industria y Artesania (---CPA), 
a sem-autonm.ous gcvern e.t institution -n the Inistry. -f industry and 
Ccmerce, the arious Depart=entaI :evelc.ent C'ittees, private ins­
titutins suc as .and are tech'.nical. assistance ar--s 

Of.i... 	 Service, orof DESEC, the o ASr.icu-ltue' s Z)ztensicn private

consultants or ccnsu"ting fir._s demnstrat-ng interest in ta,-ticipating

in the progr=a. The assistance of these insttutions and cthers would
 
be for& :ed-t u.- ific .sp.cthe B.CE detailn-.g the
c ontract. witn 
tpe of assist.-nce tc be given. Fay-ents to these institutions from
 
the technical assistance :und wo"uld be in direct relation to the t'pe

and amount of assistance rovided and the number of bcrrcwers served.
 
P-ay-ents would a&so be possible _Or ;r sticna. o pro ect develo--ent
 
efforts of these institutions which result n ad-titon a1. oa^ns fianced
 
under the PGC. Another use of resources frcm the tec*-hcal assist-"ce
 

..und which wLl d.irectly benefit ? 31 borrowers -ill 'be to sronsor 
courses for groups of sma&l far.--ers, artisans and busLnesmen in 
subjects that wculd help to i-mprove the ;roftalo- i"v of their operations,
such as the use of new agricu:ltural tech n ues, quality control in art­
sanry or processi-g enterprises, business an- stration, accounting, 
etc. Consideration is also being given to paying a portion of the 

.additional costs by - ci at lender fo" lca-n analysis
and supev.-isicn on PCGP loans from the technical assistance fund 
generated by the guaranty program. 

incurred aa... g 

As 	 mentioned abcve, resources for the technical assistance fu-nd 
illc be generated frcm two sources within the guaranty program: the 1% 

c=-ission paid by each borrower upon receiv:L-g his/her loan and 10 of 
the interest rate spread on refinanced guarantied loans. Assu=.L-g the 
growth in credit gua-ra.tied indicated below and that rcfina.nc4ng will 
account for 75% of the credit given in the first year, 705c in the second 
year and 65% in each subsecuent year*, the generaticn to the technical 

/ 	 These percertages are based or. the following- calc-'ations: l the
 
average amount of eligible loans refinanced is 75% and 2) a'zos
 
*1' loans will be refinanced the first year, there will be "-it
 
lending with the lenders' ow. funds in the second year, &nd in the 
third and fourth years 15% of the loans made will be .i.th the lenders' 
resources exclusively.
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assistance fund for the PCGP will be as follows: 

Table 4 

($000) 

1978I M 1980~§1981 Total. 

New credit 
Technical Assista

Fund 

500 
nce 

8.75 

1,650 

28 

3,5oo 

57.75 

5,600 

92.4 

11,250 

186.9 

Assuing an verage loan size per individua.1 for all loans 
guarantied under the program of $4,650*, this means an average of $77.30 
or 1.66% for technical assistance costs per project. However, this 
amount represents 3.14 of the amount of the expected average loan for 
aricultural and .5:, of the expected average ccm-unity developneunt loa.,
although only 0.% of the expected average lcan for rural enterprises and 
atisaunry. These percentages correspond closely to the anticpated tech­
ica2. assistar.ce needs of each of these categories of projects, consider­

ing that borr-'ers In the -all-scale business category - especially the 
larger loans in this class - will require relatively less assistance 
frc- the progrem in project design, "-11 receive assistance =ore through 
group trai-iL-g than 'dividually, and will be =ore likely to hire with 
their loan funds technicians in smecia4lzed areas to assist in the 
implementation phase. Therefore, the MI-ssion believes this syste to be 
adequate for the effective operation of the guaranty program.
 

2. Lender Profitability 

The purpose of this section is to demonstrate the viability of 
the guaranty program from the poLnt of view of the lending institutions. 
Wile it cannot be expected that the lenders lake substantial zrofts 
from their participation - and none of the potential lenders theselvesexpect to do 30 - it is necessa--y to donstrate that the lenders will 
not lose money in order to prove the technical feas b ity of the progre=.
Thiz is demonstrated thrcugh three examples of hy-othetical loans eligible
under the PCGP, with va--ying types of projects and f-nancing possibilities.
Three assumptions zade throughcut these examples are Liportant. Fir4st,
it is assumed that the financial cost of the lenders resources is 8. 

/ This average is based i. the follaw .g assu=ptions: average .oan
size per individual for agricuIture - $2,5CO, for cc-Unity develop­
sent - $5,Coo and business and art'sa.--y $10,000 with a total PCGP 
portfolio of 35% for agricu.ture loans, 1% for co.nity develop­
ment, and 55% for ente.prise loans. 

http:assistar.ce
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Cbviously this cost will vary from one lender to another, but as an
 average, it appears reasonable, given the 
following financial cost 
information from GIASEthe Report:* 

Table 5 

Legal Interest FinancialType of Deposit Reserve Balance Paid Cost 

Current Accounts 45% 55% 0 0 

Savings Accounts 25% 75% 10% 13.3% 

Time Deposits:
 
In Pesos Bolivienos
 

90 days 10% 90% 
 10.75% 1.94%
180 days 10% 90% 11.25% 12.50%
360 days 10% 90% 11-.75% 13.05% 

In Foreign Exchange 15% 85% 9% 10.58% 

BCB Rediscounts 100% 7% 7.0% 

The second principal assumption concerns administrative costs.
The costs calculated in examples arethe below above the norm.al 2%-3%paid by banking institutions or thei'r overall portfolio. it is necessaryto assume that these costs will higherbe for lans guarantied by the
.CGP because of the s--al] expected loan ao.-.onts and the fact that
borrowers will be first-time ba. 
 clients. However, the calculated
administrative costs do slight. underestimate these increases, since
 some of the additional costs 
to the lender attributable to PCG? loans
will be paid fr= the BCB techn-ical assistance fu.d, as described in
detail above. 
Third, the examples belw show portfolio losses of 3%which is assumed to be the loss rate dur-ng the initial years of PCGP 
i'plementat ion.
 

a) Agricultural loa. . -withBCB refiLnancing 

As indicated above in Table 2 on page 18 , for agricul­tural loans refinanced in conjunction with the PCGP the interest ratewill be 131 to the borrower, cf which the lender will receive 5%, and80% of the loan will be refinanced. Therefore, the lender will receive
 

7/ T.ese data refer only to national comercial 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% ".-ll be spent for administrative costs, 
leaving 1% to cover the lender's risk plus profits. Looki.g at risk,

assming a loan amount of $b !CO,000, it is reasonable to expect that 
only 30% of this orginal. amount, i.e. $b 'O,CCO, -ill be defaulted, 
since it is likely that the borrower -. i have been able to pay the 
other 70%. Based on this Ioss, the lender would receive $b 22,500
from the -und, reducing his e.xposu-re to $b 7,500. if the lender 
required additicn.l coilatersl guarsanties of 25-5 of the original loan 
amount, it is lIkely to recuperate 30. of this =cunt, or Sb 7,500. 
Subtracting the 74' of the a=cunt recumerated payable to the ^uaranty

Fund, the lender's loss is reduced to Sb 5,625, or 5.6{ of the original 
loan amount. Assuin3, ::ess4-i:-tica.!y, that l of" the loans =ade by
the lender under the .CP fail-, the lender's losses on h s aranied 
po.tfolio -will orly be 0.5c%. a profit of oro... This gives n~ 
2.2 % of his invest=ent o" 2C! of the loan azu.t. 

b) .edium r ral ente.rises loan ".wth C3 refinancing 

Again according to the design of the guaranty prcgr.m, the 
interest rate to the borrower or. this type of loan vill be I.3, of 
which the lender receives 4.5 ; 605 -r-l be refinanced. This example 
assumes adi-nistratlve costs of o..y 3.5%, which is reasonable consider­
ing the larger size of the loan and the fact that the borrower is pro­
bably =ore so .hst..cated than the sa!! fa_-rer bcrrowing - the first 
example. it is a:-so assu=ed that the lender requires additional 
collateral of 501 of the amount of the loan. The lender wi2 receive 
the foowi - in interest payments: 

(.60 x 4.5%) - (.40 x 5) . 4.7% of the amount of the loan 

Subtracting ad=nistrative costs, this leaves 1.2% to cover the lender's 
risk and profit. The lender's losses might resemble the following: 

original loan amount $b 1,000,000
 
default 30O,O0 
payment from the Fund 22 5,CCC 
lender's initial loss 75,C00
 

recuperations (!% of additional
 
guaranties m!.nus payment to Fund) 1 2,750
 

lender's final loss 56,250 or 5"6%
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:f again we assume i, of the loans in the lender's portfolio fail,
the 	 lender's loss as a Dercentage of t. s portfolio is 0.,%. This 
leaves 0.E4 for crofits, which compared to the lender's original 
investnent of 4 of the value of the loan is a return of 1.6 . 

c) 	 Agriculture loan with lender's own resources (no BCB 
refLnancing) 

In this example, the interest rate to the borrower would
be 15%, which after subtracting the%,% f4nancial cost of 8 rerresents 7%&- cotof8 ereens7
 

for 	the lender. Usi-ng the sa.e ad--istrative cost end risk calculations 
as in the first example, the lender would receive 3.O after costs to
 
cover orofits and risk. With rcrtfclio losses averaging 0.56%, this 
represents a return tc the lender of 2.41.
 

As these three exa-nples de.cnstrate, the proposed prcgra= design

is techanically feasible fro= the .ender's oint of view. While the lender's 
profitability is higher on Ioas rmade with its cwn .-f'=.ds because of the 
hngh,.r interest rate, it is doubtful that ,narticiratinglenders wil" choose 
to depend principally on their ft-nds d'rL-; the ;ilct stage of the ?CGP. 
Their lack of liquidity a.d the tendency not to want to use their own 
resources entirely for operations a,- ut '"-'n t.hey are usure due to lack 
of previous ex>erience wt- the borrower shculd restrict the nuber of 

-loans made exclusively .eirt. . nds in the early years. Cn the 
de:mand side also, the higher interest rate to the borr-Wer will 4kely 
constrain the n-mber -:f these types of loans. These exa= les also 
demonstrate that len.derz ca. accept pcrtfol c losses of up to ",e
without losing =oney, but that above this loss ratc they ca.not be 
expected to participate in the program, or will limit their participation
 
to relatively secure loans on which the losses -will be smaller.
 

3. .pact of PCG? on Borrower 

-he Mission believes that the prcgran as designed provides a
 
number of incentives for the borrc.er to partic 'ate. T.'he effective 
interest rate to the borrower will renge from ar;roxi-ately 13.5- to a 
high of 2C;., depending c.-. the ter= of the loar. and whether or not it is 
refina.nced. kThile higher than the _3 charged 3CB_-snonsored development 
credit or *.he - . norlly charged by ba.!k: ior rrcductive loans, it 
must be r.me.nbered -hat the FC.? bcrrower does not at ;resent have 
access to these credit sou.rces because of a lack :f guara.ties. in 
addition, this effect_.'e interest rate is belwc-" the effect:ve rate cf 25% 
c.arged b, the pri'.'.te banking system for .ers:nal and c-C-.ercial loaens 
and substant4.aly bec-.";...te m.ax.-.un legal rate on the informal market of 

per mnth. T.is effect've rate a-so incluoes the na..ent f.r teCnIcal 
assistance, which "i e retu.rned tc the bcrrwer in th-e form cf services 
related to .rbect design a. - i'.plementation. .he borrower alsc benefits 
from as .gn. .cant in guaranty requirements of tne lender,reducton the 

http:pri'.'.te
http:borrc.er
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which allows him/her to greatly increase the leverage of the limited
 
capital he/she has and, in fact, permits him/her to enter the formal 
credit market for the first time.
 

The most i-ortant factor deter-ining whether or not the 
potential borrower will participate is the attractiveness of the program 
vis-a-vis the informal alternatives. The infor-al credit -arket is -ade 
up of a variety of channels, including friends and relatives, merchants 
and moneylenders, and suppi-ers a.d transporters. :ts value fro= the 
point of view of the borrower is that it is easy, uncomplicated, requires 
little or no travel away fr-o the far= or pace of business, and .er--its 
repayment i.n kind. Hc-ever, this .st be balanced by the extre=ely high 
interest rates often paid, up tc " ;er Cnth, or an effective interest 
rate af cver year. Zvicusly. .a not all crrwers ay interest rates 

this high, especially those borrowing from friends or relatives. Never­
theless, overal. these '-g'.. in erst rates provide a large incentive 
for -orrowers p-revi-ousy without access to- for--al credit ch.~nes to 
seek such credit, especially if the interest rite is reasonably '-w 

and i-f techni-cal assistance i-s . v, ed. The Mission and the -CB 
believe that the incentives offered by the proposed ?Z-? design wi­

be sufficient tc attract the =a:ority of eligl-b'e bcrrcwers with 
viable proects a-way frmh.- e 'nfor-al --arket. Efforts will be -ade 
durinrg the -=.e=entat-.on of the g-aaranty progr= to reduce any unneces­
sary delays cr additional costs 'e.g. travel' required to receive ins­

titutioonal credit so as to keep the prcgram as attractive an alternati-ve 
as possible to the infor-al credit market. 

L.. Su y Cpinicn 

The Mission and the BCB conclude that the design of the
 

program is reasonable and that the cost estimates and requireme. for
 

the AID guar.-ty rathcr.ty are reasonably fi-rm. The program desi.gn 
provides suffi-cient incentives to encourage the participation cf bcth 
eligible lenders and borrcwers, and the technical aisistance elenent 
is designed to provide a.iecuate ass'urances of the viability of the PCG? 
Fund from both a technics.l and financi-al poi of view. 

A.:-ex E contains the detailed cost estimates for the 
USAID financed tec.ici . to assist the _CB -i initiating and eva.uating 
the program (see also Section ' [p. E),. These esti=ates were 

based on standard cost factors for the itens involved, and are cnsidered 
' 

reasonably rm. As dem-strated in the Fi-nancial .nraysi-s belcw . 36 
the entire A:D g-uaranty authcrity of $2.5 mz._in wilil be req-u'red by the 
fourth year of the program. .he issi-or. believes that the ro.ect-ons 
of credit flows resulting fro= the ?COP are reascnab-e and that the 
$2.5 million guaranty authority is J'astified by this analysis. 

http:rathcr.ty
http:e=entat-.on
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B. Financial Analysis 

1. Portfolio Growth and Systm Liquidity 

T.he preliminary guaranty program design for Bolivia presented Irthe FRP placed exclusive reliance on private lender resources 
for loans
under the PCP. Th.is was based or. fin..:gs that there was excessiv!eliquidity In the private banking systeM that could be cha.nelled "ntonew credit if a izaranty prcgram was available. This excess liquiditywas largely the result of i-ncreased savings over the past year or two,due in large Dart to the general political stabi.ity and eccncmic growthover that period. However, itis extre-ely difficult to accuratelypredict future patterns o:f econc-ic growth personaland savings.add.tOn, because of the high financial cost of savings 
Ln 

accounts (seeTable 5, p. 32), 41t 
 is doubtful that increases in savings aicne wouldresult in significa.t 'lender participation in .C3F-.ye pro..ects.Therefore, .pon -Xrther analysis of th'e "lIuic -t. cuesticn, It was
cOncluded :hat althoug. this situation has existed i. recent years,
it is unwise 
 to assune that it wil continue to the same extent over
the medi, ter- in which the -ar-ant:.. ;rogram wI' -e - pl ented.As a result of this conclus~cn, the design was modfed to Lncluderefina.ncing fr= existing BZB programs, including :7-.,Tand theS.ec l.. d for ... eveic-ent. *However, efforts have been madeto structuare the ref.an..cing aspect of the program A' such a wny thata large amount of private lender resources are also involved. 

During the first year or two cf imp2entation, it is expectedthat almost all loans made under the guaranty progra= will be refinanced.By the third and fourth year of the program, however, we expect thatapproximtely l5," cf the loans made will be exclusivey with lende.!%-nds. Based on these calc'laticns, and considering that the aount
of ind."dual loan-s refinanced aries frm 6C'C,
to 80 depend4ng on.the type of loa see Table 2, D. 18, It Is esti.ated that ref nancgwill account for 71-1 of the aount -guarantled .. a.s made d r -ngef
the first year, 7C of those made durLnG the second y..ear and 65 ofloans =ade -n the third and fourth Years of the program. Given thenumber of ---B refinancing lines ?hat will be sources of these amounts,it is not belie-ed that the guLranty progr= wi-l adversely affect anyof these lines. ^n the contrary, the ?F- provide another vehiclew 

for the use of these rezources fcr .ro...ctive credit act v tieS and willorient progr=-s presently benefitting prim-rily -edium and large farmersand buslinessmen toward r-a2.er-scale borrowers. 

The estmated "-ending activity for the guaranty program wasbased on the portfolio growth of the pri-vate bankng system ineligible areas over the past fou andyears projections of creditgrowth during the next five years. Table 6 indicates the amcuntof this past gro'.w-th, including detaileda bre.&... of credit .ysector in 1975 and 1976. The figures in this table are based nr 

ii 



TABLE 6 
POPXFOLIO GROWTH OF BOLIVIAN PRIVATE BARKIG 

SYSTE4, 19713-76 (iUllons of Pesos) 

jT3~ 19711 1975 1nY6 
National Piivate Commercial Banks 
Foreign Private Comerciln lianks 
Specialized Private Banks • 

1162.5 
62h.1 
785.5 

830.1 
9911 . 

12,16.7 

1,282.8 
l, 1&).6 
1,496.7 

2,1118.7 
1,360.9 
2, 001. 9 

Mixed Banks 
1,872.1 2,950.0 

-
3,90.1 

18.99 
5,51-1.5 

6.8 
1,872.1 2,950.0 3,979.0 5,5513.3 

PORTFOLIO DISTRIBU ION BY S.ECTORS (Mlillions of Pesos) 

1975 Agriculture
& Livestock Industry Consi ruction Exports Artisanry Mining Commercial individuals others ToLal 

Banco de Cochabamba 
BDanco de Crdito Oruro 

fBanco Santa Cruz de l Sierra 
* Banco Iiipotecario Nacional (Commercial Section)
Banco Wrcantil 
Banco tracional de Bolivia 
Banco Industrial y Ganadero del Beni 
Banco (if, ra Paz S.A. 

-ianco Poliviano Americano 
Banco de Potoql S.A. 

Banco de la Haci 6 n Argentina 
Bninco Do Brazil 
First National City Bank 
Banco Popular del Per4 
Banco de Boston 
Bank of America 

5.1 
8.7 

6q.7 
4.0 
7.7 

13.0 
23.1 

-
14.6 
1.6 

I17.8 

-
179.2 
0.8 

13.2 
-
I. h 

37.0 
101.5 
14O.9 
95.2 

136.0 
53.0 

11.7 
17.3 
711.0 
11.7 

571.3 

109.1 
152.7 
68.6 

107.7 
91.2 
8.1 

7.3 
9.6 
11.2 

15.3 
13.14 
19.7 

-
-
3.9 
0.2 

73.6 

-

1.9 
0.? 
5.0 

3.7 

0.2 
-
-
4.5 
-
0.9 
-
-
-
-
5.6 

-

0.18 
-
-

-

1.1 
3.0 
4.6 
3.0 
11.5 
5.0 
11.7 
-
0.7 
5.1 

32.0 

-

0.2 
-
0.6 

-
-
-
-
-
-

-
-
-

-

-

-
-
-

-

23.7 
36.4 
116.7 
38. 9 
37.1 
73.8 
1.3 
8.3 

51.2 
7.2 

3214.6 

13.2 
lo9. 5 
49-0 
83.0 
"1.8 

9.11 

19.7 
0.7 

20.5 
15-7 
281 

.11 
1.7 
7.1; 
1.11 
1.1 

77. - it 

.-
22.6 
0.5 
-
1.8 
7.5 

o.4 
-

11.5 
1.5 

10.5 
-
-
-
6.7 
0.7 
31.3 

111.2 
-
1.0 
-

0.1 

;11.5 
159.9 
177.5 
178.1 
237.8 
165.8 
35.8 
33.') 

15?.5 
27.9 

1,2?.U--1 

33-3 
18).7 
119.1 
2.1n.5 
iO.8 
10.2 

Bnncos Especializados Privados 
194.6 613, 10.8 

1, 196-.7 
0.1 0.8 - 311.9 33.'X 15.3 _1, 

l1,196.7 
Banco de In Viviendn 18.9 

Total 3142.Ii 2,78h.7 6.o 32.8 636.5 130.3 16.6 3j,979.o 



TAB. 6 

PORTFOLIO DISTRIBUTION BY SECTORS (illionn of Pesos) 

Page 2 

Agricutlture1_70 & Livestock Industry Construction Export3 Artissa 
Banco de Cochabamba 4.3 105.4 10.7 - 0.9Banco de Cr&lito de Oruro 15.1 153.0 3.9 1.9Panco Santa Cruz de In Sierra 91.6 109.6 0.2 - 4.7Banco Ilipotecario Nacional U1.8 139.6 10.6 410.I1 1.8Pinco Mercantil 111.9 180.1 10.5 - 3.7Banco lacLonnal de Bolivia 1l.6 329.6 16.h - 12.3Blanco Industrial y Ganadero del Beni 30.8 6.7 - - 14.2Banco de 1.a Pz '.A. 5.3 32.1 0.1 - 0.1Ban:o 11oliviano Americano 5.2 139.1 6.8 1.7 1.14PEancG de Potosi ,.A. 6.7 27.0 0.1 - 8.3 

197.3 3.022.5 59.3 42.1 39.3 
Banco de la flaci6n Argentina - 119.1; - - -Banco Do Brazil 189.0 166.3 3.5 - 0.11First National City Bank 0.8 109.0 0.2 - -Banco Popular del Peru l1.6 167.2 1.5 - -Banco de Boston 0.6 110.5 2.5 - -lank of America 0.6 107.9 0.6 - -

202.6 700.3 8.3 - o. 
Bancos Especinlizados Privados * 2,001.9 

Banco de la Vivienda 
h6.8 

Total 399.9 3,919.1 42.1 39.7 

Source: GrASE, Estud o del Sistema Bancario Nacional, 1977. (Schedules 17, 18 and 19 and 17). 
lanco Industrial, Banco de Financinnlento Industrial, and the molrtgage section of the 
Banco llipotc-cario Nacional. 

Mining 

-
-
-
-
-
-
-
-
-

-

-

-

-
-
-
-

-

Commercial 

35.3 
72.9 
76.3 

141.1 
h2.0 

117.3 
2.2 

14.7 
150.7 

8.7 
5(1.5 

51.8 
109.8 

7.2 
107-9 
29.3 
8.9 

3111.9 

876.11 

Individuals 

32.8 
1.8 

40.7 
17-9 
53.8 
0.6 
2.2 

10.8 
12.3 
1.5 

1' i.14 

0.8 
25.0 
o.4 
J.9 
3.0 
8.7 

38.8 

213.2 

Others Total 

1.1h 190.8 
0.6 2149.2 

19.1 342.2 
1.6 265.1 
1.5 306.5 
- 287.8 
- 46.1 
0.1 63-5 

28.0 3115.2 
- 52.3 

52.3 2,iIIB.7 

- 172.0 
12.5 506.5 

- 117.6 
2.1 291.2'L 
o.6 16.5 
0.4 127.1 
15.6 1,360.9 

2,001.9 

146.8 

67.9 5,558.3 



TASI, 7 

OWa CWn)T TmtACTJmk toy r'(1J§E1' *C FMONWt' AIfl) rrL* 
(In Ht111wr nf IJtt$) 

Cnlend .-r 
Year Inthistry Artisanry -LgtructIon At&ricu ture Lxporto CorcI al Individi.ln Minn AtWer& Total 

A. Privnte Comm cial Banks 

1.o73 o6. 0.2 0.3 .2 ;22.6 5.5 0.5 M,. 

Irh 7t;.2 0.5 o.6 10.1 . .3 7.7 1.3 122.I 

1975 66.1 0.6 ri.5 11.5 - hr).7 1(.? - 1.5 133.1 

1976 2 2 .7 9 3 ,.2 s.-5- -7.6 1)3. o 
nu,-Total 281.5 2.0 ).7 ,.7 0.1 1%,.o .'p* - 1.')' _,. 

D. N itut~lized Privet* Banks A_ 
S 1973 1.4 0.9 7.3 

1TA 2.9 2.3 5.2 
1975 5.2 h.7 9.9 

1976 U.0 7.6 18.6 

Ab ­Tot.al 20.5 15.5 

C. tlxd imk ek 

1973 

197A 

175 0. 9 ,). 

19F16 2.3 



'TAPLF.&7 

Co niYea~r Industry Artlary Construction Agriculture Lxportsa Camrcial Individoals Ind O e@ira Total 

(tioro-wgh prIvato sctor)
 

19'3 
 1.6 2A 1.0o. 
ih 1.6 !.6 


3.2
1'f/5 1.7 1.2 

2.9 
19%6. 0.2 34. 

a-fu 7.2 2.6 6.1 
15.9 

Crn@W Total 
51A.3 

Trmnsactlonus not wligibl. Under Mv:P 
-2011.? 

rurces: 1) CIA:A". Latudlo del SIuteme fancarlo Naciopal, IM7. (Scb(.Juju 5 and workir.Z pape~rs).?) Pc(S.in fpCs.
 

balinco hu'tutrlal. Banc~o de' Vinanciaaui'nto Inutrial 
 arud wrtge section or the flanco II~potge,7rin Placional 
2J Rnco de' In Vivi'nda. 
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outstanding year-end balances and show an average annual growth 

rate of approx-4 ately 44% over this period. Approximatemy 79%
 

of the amou-nts shown are Ln general categories which are eligible
 

under the guaranty prograz. 

:n addition to the figures in Table 6 , an analysis was 

also performed of new credit activities over the same period.
These figures are presented in Table 7 . n su=ary, new lending 

by the private banking system was s follows: 

Table 8 
(in millitons of US$) 

Year Amount Increase 
Amount Percentage 

1973 63,0 
1974 89,9 26.9 43d 
1975 92.4 2.5 3% 

39 .4 43%1976 131.8 

Source: GZASE, Estudio del S1st.a Bancario ,acional, 1977 

With the exception of 1975, these figures also demnstrate cridit 

expansion over 40% per year. 

The pr'.cipal reason for this large growth in private bank 

credit was the econoic stability which has characterized the post­
to1971 period In Bolltia. %-.Ile this stability is expected continue 

for the foreseable nature, we do not believe this high rate of growth 

can be sustaied over the next eive years. Therefore, we have cal­

culated incr,:ases of 30$ per year as the basis for our future credit 
projectic:.s. 

A large tart of the past expansion of bank credit has gone to 

serve traditicna:, urban custcmers. T'his will obviously continue 

to be the =aJor focus of the private cc=.ercial banks. hwcever, we 

believe that i- order to continue to grow the banks must lock for 
1

new clients. The guaranty progra= provides the banks n -ncentive 

and an o.ort .. ty to do this for s=:.! f r-.ers, er.trLprencurs and 
newrttsans. ::ee-t--ess, we dc not expec; that lending to these 

g..us w, .....- e a =.I-r b.n'-kc-g the _-rl-eentaticn 
sizt cf th,: cI_.o_.a_of the stage .PCO7. .erefore, '-n our n.. new 

lending activity we have estz=ated thait 1:--s -ara-constitute 
i of the ex~ansi onew credit .tie j in _:, 2. , ­

_.C &r e =.Lnt of refncing is:o..onst.ered, '. 
^ ^these :ro, i ar e" -e "rt,b".r-zng 

syste to the gus-ranty prcgra.. These ca.:ulations axre --rese.ted in 
the fo .-wing table: 

4 
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Table 9 
(in rillions of US$) 

PCGP Credit

Year New Lending Increase in Percent of
 

by Private B&nks* New Lending increase Amount
 

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 4% 3.48
1981 489.3 112.9 5% 5.65 

* based on expansion of 30% per year 

2. Guaraunty F\Lnd .ina.cial Projections 

Based on the figures In Table 9 above, financial projection 
were made for the operation of the Guaranty Fund. These projections

are based on several manor assnpticns, which are described below: 

a) Guaranty C-issicn 

The g-aranty ce---ission will be 4% on short-te- loans (up
to 24 months) and 5% on medium- a- long-ter loans. An additional

1% is added to the -=i:ssion for the tec.lunical assistance fund.
 

b) Credit terms 

it Is estimated that 56% of the value of loans made under the
 
guaranty progra= will be short-term and 44% mediu- tnd long-term.

This estimate is based on the following calculations.
 

Type of loan % short-term % long-term 	 % of type of project 
in total 2CGP oortfolio 

Agriculture 70 	 30 35
.Rural enterprises 50 	 50 55 
and artisanry

Ca=,wnity develop- 40 60 10 
ment 

Short-term 
 Long-term
 
35 x .70 -24.5 
 35 x .30 = 10.5
 
55 x .50 -- 27.5 
 55 x .50 - 27.5
 
lO x .4o -14.C l0 x .60 .	 6.0 



TABIE 10 
GUARANTEE COMUISSIOH 

1978 1979 19 1981 Total 
Total Credit Lent under PCGP 1,650 5,6w 11250 

A. Income 

Guarantee Commission: 

a) 

b) 

Short-term loans (56% of
lending activity) 5% 
Long-term loans (44% of 
lending activity) 6% 

14.o 

13.2 

46.2 

43.5 

98.0 

92.4 

156.8 

1117.8 

315.0 

296.9 

27.2 89.7 190.4 oji.6 611.9 

B. Expenditures 

Technical Assistance Fund 5.0 16.5 35.0 56.0 112.5 

C. Net income from guaranty commissions 22.2 73.2 155.4 248.6 )199.I1 



TABJJ: 11 

I. IIncome 

1978 1979 

CAS1f FI1JW I 
(In 000 US$ 

198 1981 

m 

198 1983 19814 1Ca85 198 Total. 

II. 

Balance from previous year 
Net income from guarantyco Jri ssions 
Interest earnings 

Recupe.rations of guarantypayments
Payments by AID/BCe 
Total Income 

Expenditures 

-

22.2 
-

-

-
22.2 

17.3 

73.2 
0.9 

0.8 
-

92.2 

30.9 

155.4 
1.6 

3.6 
-

191.5 

97.7 

248.6 
4.9 

9.5 
-

360.7 

221.3 

-
11.1 

18.4 
-

250.8 

11j46.8 

-
7.3 

18.6 
-

172.7 

136.14 

-
6.8 

6.2 
-

149.4 

119.8 

-
6.o 

4.6 
-

130.4 

117.8 

-
5.9 

1.8 
-

125.5 

V9 
14 .5 

63.5 
3 

607.4 

III. 

Administrative costs 

Guaranty payments:1978 ST 
LT 

1979 ST 
LT 

1980 5"r 
LT 

1981 ST 
LT 

Guaranty payments of interest 
accumulated during delinquencyperiod 
Guaranty fee to AID 
Guaranty fee to BCB 
Total Ioxpenditures 
Balance (Capitalization) 

-

2.1 
0.6 
-
-
-
-
-
-

0.2 
1.3 
0.7 

11.9 
17.3 

40.0 

4.2 
1.2 
6.9 
2.0 
-
-
-
-

0.9 
14.1 
2.0 

61.3 
30.9 

40.0 

-
1.2 

13.9 
14.0 

14.7 
14.3 
-
-

2.5 
8.8 
h.4 

93.8 
7.7 

4O.O 

-
1.2 
-

4.0 
29.1 
8.6 

23.5 
6.9 

4.8 
.14.O 
7.0 

139.4 
221.3 

25.0 

-
0.7 
-

4.0 
-

8.6 
117.1 
13.8 

4.8 
-

104.0 
146.8 

10.0 

-

-

2.3 
-

8.6 
-

13.8 

1.6 

-

36.3 
136.4 

10.0 

-
-
-

-
-

4.6 
-

13.8 

1.2 
-

-

29.6 
119.8 

5.0 

-
-
-

-
-

-
-
7.1 

0.5 
-

-

12.6 
117.8 

-

-
-

-

-
-

-
-
-

-
-

-

-
125.5 

170.0 

6.3 
14.9 

20.8 
16.3 
44. 
316.7 
70.6 
55.14 

16.5 
28.2 
14.1 

481.9 
125.5 

ST 
LT 

= Short-term. 
- Iong-term. 
Based on 3% portfolio losses. 
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Based on these ca.1cu~lations and the guaranty co~mission
 
amount, Table 10 presents the estimated generations from the
 
gu;.ranty comission txrough .981.
 

c) Loss rate 

The financial projections for the und were cs.lculated on the
basis of a loss rate of 3% of the emcwnt of loans guarantied. As 
can be seen from the examples presented above in Section III. A.2 
(P.. 31 ), this loss rate is quite reasonable. 

d) Cash flow 

Table Ul presents the cash flow of the Grar9r.ty .-n-.d "4 th the 
ss~ed , loss rate. t should be noted that these nrojectons
 

assume conti-uaticn of the guaranty program cr- th.rough 1984-1. After
 
that time no new lending (or Inccme frcm garaty cc--Isscns) is
 
projected.
 

The Xet i-.cce_. .._.= zr..-.ty cisi:ns L taken frc Table 
10 . :nterest earn'_nzs are caIc-ulated t 5" of the bals.a.ce fr-­
the previous year. The resotzces of the F:-nd wti be plied £n
savings acccnts .. per year. However, beca,;seearning interest 
of the need to use these n.-..ds at diere.n. thrcughcut the 
year to -ake u:ar3nty ;ay--ents, or.'y 5 "as :a2.ated fwas this 
purpose. :lie for recu-.;.at--on ;' ...aranty :ay.ents
in the cash . -cw cr e:..s are 7 a-ed on es .=aoe - recu--era'"i-ns 
of 25~-7 of 'gare..nty ;ay--ents =nde the .revicu year. recuper­
atiorns wil.- be ta. to the -und by lenders "n-o recupe rare :. loans 
on which a 'aar.ar.ty -ay-ent was ade; 7€,,of all such recu-erst±.1on 
=inus the costs cf recuteration vi' be :ai! to t'e F,-und. Cn the 
expenditure side, adz.inlstrative •ad urnwo t'The first 
yea-r by the BCB ind "w*.i2 not be cnar~ed to the ;rcgr.. Zubsequently,
through 198, these costs are based cr. the fo '-.L g "i.I.aI.cn.s: 

Salaries Monthly Sal-ary (-S$ 

1 senior analyst 700
 
1 analyst 500 
administrative and technics.l
 
support to PCGP unit from 
other BCB offices 500
 

$ 1,700
 

.
 

http:aar.ar.ty
http:bals.a.ce
http:Grar9r.ty
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Benefits
 

50% of salaries of -CGP
 

unit staff 
 600 

Total nonthly salaries $ 2,300
 

Estimat d annual salaries 27,600 

Annual overhead costs 
 12,000
 

Total annual costs 39,600
 

It is expected that these costs will be reduced subsequent
to 1981, since there w1.1 be no new lending and decreasing guarantypay~ernt activity u _ &1til.\d obligations are paid .n 1955. Guarantypayments are calculated cn a different basis for short- and lcng-termloans. The estimated average ter- for short-term I:n.s is 18 =cnths
and payments a-e calculated on the basis of cf the total ;ayents
during the year 'n which the lcan wac zade and 67j in the foliovIngyear. For irng-ter-_ l ras,.average of four Years is estLated,with guaraty ;aents calc.ated as .- cws: 12.% 4- the year theloan was =ade, 25,, in each cf the next three Years, and 12 .5 ­the fourth year after the ioan -wasmade. The.e calvlatins asse,for ,-urcses of average yrcJecticns,years beg..ning :-,y 1 andending June 30. -arantv :a,--ents for interest accvnulated d.-ing
the del.nuency ;er,.d are calc.l-ated at


made 
. of g-uaranty ray--ents
during that year, i.e. 150 days Lnterest based on a. an-nua!l
 rate of 13.. The _-.:ars.ty_ fee to A= is 
 0.25. of the anourt ofloans guarantied and the guaranty fee to -zB is 3.125j of the anou-'ntof loans guarantied, The bala.ce after expenditures is the netcapitalization of the o.n at the end of each year. As Table U-.i-ndicates, ".th losses, 4.-d35 the has $139,500 in capital af-ter

all obligaticns are tet on loans made through 1951. 

e) AM e=Xosure 

Table 2 
presents the calculations of AI 
and BCB exposu.refro FCGP operations with a 3- loss rate. 
Repayment activity isbased on the same calculations of average lcan te-
 an:d repay-ment
as described above in the cash flow.-nalysis fcr guaranty payments, 
.. months for short-tem !cans.
 and four years fcr long-termloans. The -CO3 zortfolio is the net outstandIng balance ofloans guara.ntlea at the end of each year, subtract ng repaynentsmade durng the year. A- and nB-etosures are calculated by 

first subst.acting frc= 75 6 cf the =urt cfrthe resourcesin ti.e ,-aranty -Fund (fr= Table 11 ) and di. ,ng the r-ainderinto the r-Ccorrespond4-g to ' a=nd the 25o corresponding to the 
BCB. 

ic,/
 

http:exposu.re


TABLE 12 

1978 

PORMFOLIO 

1979 

AND E-XP(rURE SOMMDUE 
(In 000) US$) 

1W 1981 -9 

I 

1983 1 1985 1W Total 

I. New lending Activity 
Portfolio from end of 
previous year 

500 

-

1,650 

379 

3,500 

1,389 

5,600 

3,190 5,507 

-

2,20 

-

1,113 

-

308 -

1-1,250 

-

II. Repayment Activity:*
1978 ST $ 280 

LT 220 
1979 ST 1, 

IT r 6( 
1980 ST -1,960 

'T $1,5-40 
1981 ST $3,136 

,T ,4614 

( 93) (187) 
28) ( 5 14)( 55)( 55)( 28)

( 308) (616) 
91) ( 182)( 182) (182) 

653) (,307) 
193) 386) (386) 

1,o145) (2,091) 
(308 (616) 

( 89) 

(386) 

(616) 

(189) 

(616) (308) 

280) 
220)

(921) 
726) 

(1,960) 
(1,5110) 
(3,136) 
(2,1461,) 

III. Portfolio 379 1,389 3,190 5,507 2,204 1,113 308 -

IV. Exposure 379 1,389 3,190 5,507 2,201, 1,113 308 -

Guaranty Fund*-* 
AID Exposure 
BCB Exposure 
lender Exposure 

17 
178 

89 
95 

31 
673 
337 
3148 

98 
1,529 

765 
798 

221 
2,605 
1,303 
1,378 

1117 
1,0o1 

502 
551 

136 
465 
233 
2"79 

120 
74 
37 
77 

-

-

-

-

ST = Short-term. 
LT - Long-term. 

* 

' 

Repayment activity on loans made in years indicated. 
Based on 3% portfolio losses. 



TABIE 13 

SALIENT RESULTS OF1THE ANALYSIS (Estimated 3% Losses) 
(M ooo uS4) 

CY 
Amount of 

Lending Portfolio 
AID 

Ebposure AID 

Net 

Funds 

Guarantee PNyments* 
Guarantee 

BCB Funds Fund 

Fee Collections 

AID BCB 

1978 500 379 178 -2.7 1.3 0.7 
1979 1,650 1,389 673 - - 13.5 4.1 2.0 
1980 3,500 3,190 1,529 - - 34.5 8.8 4.14 
1981 5,60 5,507 2,605 - - 64.1 14.0 7.0 
1982 - 2,2o4 1,oo4 - - 55.8 - ­

1983 - 1,113 465 - _ 6.1 - ­

19814 - 308 74 ­ - 12.2 

1985 ­ - - 2.5 - ­

1986 ­ (1.8) - ­
11,250 xxxx xxxx 0 0 189.6 28.2 114.1 

Major assumptions: 
1) [ GP will be effective thru CY 1981.2) Guarantee Commissions: 5% for short-term loans (1% is alocated to Technical Assistance Fird).

6% for medium and long-term loans (1% is allocated to Technical Assistance Fund).3) 560% ard 144% of total lending will be for short-term loans and medium-long-term loans, respectively. 

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

Table 13 presents the major conclusions frcm Tables 1.

and . As P.As been noted, with 3 portfolio losses, the ?%nd

builds up a substantial capital. 7he AI exposure reaches its
 
maximum authorized levels scmetime in the 
 last half of 1981, at

which time either new lending wil have to be reduced below the

projections or the A= authority will 
have to be e-x-anded. No 
payments to the F%'.nd by AM or the BCB will be necessaf. 

3. Sensitvity Anal:ss 

Although it £s expected that losses !n the .1 GP portfz!lo
• .U be li-ited to 3%, calculations were also made for trcjected
losses of L% ':ables I' , 15 an d 16 ) r.d 5 (Tables 17
 
18 , d 
 to exaine the -btl lty of the with "zrgram

these higher loss rates. As this nalys-s shc's, "with 1%losses,
the Lnd still builis up a sizable capital wl,..out the need for

A= or BC3 ;ayments. AL ex -osure does increase - lghtly, but
 
not signi..fcantly.
 

7-e s.tuatn with 55 losses is sewhat d!fferenl Pay­
anrd 2CB necessar-yy beg:nu g 

$44,5CO before all Fund obligations are net. Although undesirable,

these losses rough.-y correspond the paid A= the
 

ments by AZ are b ....-Ing In-._ , e .d tota2-t. 

to p2,3C to and 

ECS in uare~nty fees fr .:7 - l, nct ......lud'ng interest that
 
might have accvzu2.ted cn these fee ;.ay-ents. 

C-e pcrta.t c'nsderation shculd be kept in =ni.d when
analyzing the viability of the ..nd with c losses, however. 
As was decnstrated abcve 'in Section ZI7.A.2 (p 31 ), lenders
participat-.g L-. te prcgrnz. lose money if the loss rate 
goes above ",l hs , the*Wh-.-..- is tr:e exan:1es of
ref. r.&.ed ';.ars, ",-e h ve estzated that a -f of &1i 
Icans made w,-i- be refinarced a.d .t is d'oubt: '2. that lenlers 

t:,-.- to th-eir c'w.- re---r"cez .o.r PC ''?-. 
type lcan:; w..en ref.nancng i . .ae, even thouih t--ey 
may be able to r ake a :-aLl profit. Therefore, we beLieve that 
before losses reaoh , the systen w-- i ut.aiat'c - :ease to­
functio il tio.--. at a reduced level with -cre secure 
loans, w 'ch w._.. reduce th!e verLl1.lss rite. Az2 resu:,
the .,.ssi.n bel-"*"ve that the u-arnty 7rgra-- !s sc'und frcm a 
fnancl ---- ino e., d is es gred I such 3. way that a se''­
sufficient-uaranty .-nd is assred. 



'rABId: 11; 

CASH FLW I I 
(in 000 us4) 

I. Income 

.1978 17 190 1981 198 .18 198 .16 1 Total 

Balance from previous year 
Net income from guarantycommic sions 
Interest earnings 

Recuperating of guaranty
p.yments 
Payments by AID/BCB 

-

22.2 
-

-

-

16.14 

73.2 
0.8 

0.9 
-

214.9 

155.14 
1.3 

1I.8 
-

79.0 

248.6 
4.o 

12.7 
-

178.5 

8.9 

21.9 
-

-

81.8 

4.1 

214.8 
-

-

65.7 

3.3 

8.2 
-

-

41.6 

2.1 

6.0 
-

311.6 

-

1.7 

2.4 
-

1499.4 
26.2 

81.7 
-

Total Income 22.2 91.3 186.14 3114.3 212.3 110.7 77.2 49.7 38.7 610.3 

II. 1x'end i tures 

III. 

Administrative Costs 
Guarantee Payments: 

1978 ST 
ISr 

1 19 ,-r 
LT 

1980 ST 
LT 

1(81 ST 
LT 

Guaranty payments of 
interest accumulated
during delinquency period 
Guaranty fee to AID 
Guaratty fee to BCB 

Total Expenditures 
Balance (Capitalization) 

!'r Short-term. 
LT ­ Ing-term. 

-

2.8 
0.8 
-
-
-
-
-
-

0.2 
1.3 
0.7 
5.8 

16.4 

40.0 

5.6 
1.6 
9.2 
2.7 
-
-
-
-

1.2 
4.1 
2.0 

66.4 
214.9 

40.0 

1.6 
18.5 
5.4 

19.6 
5.8 
-
-

3.3 
8.8 

14.4 
107. 

79.0 

-

4O.O 

1.6 

5.11 
39.2 
1.6 
31.4 
9.2 

6.4 
14.o 
7.0 

165.8 

178.5 

-

25.0 

-
1.0 

5.11 
-
u.6 
62.7 
18.4 

6.14 

130.5 

81.8 

-

10.0 

-

2.9 
-

11.6 

18.4 

2.1 
-

-

4s.0 
65.7 

-

10.0 

-

-
-
5.6 
-

18.4 

1.6 
-

-

35.6 

41.6 

5.0 

-
-.... 

-
-
-

-
-

9.5 

0.6 

-

15.1 

314.6 

-

-

-
-
-
-
-

-

-
-

-

-

38.7 

170.0 

8.1' 
6.6 

27.7 
21.8 
58.8 
46.2 

94.1 
73.9 

21.8 
28.2 

14.1 

571.6 

38.7 

u. 
0 

* Based on 14% portfolio losses. 



TABLE 15 

PORTFOLIO AND EXPOSURE SCHEDULE 

(0oo us$) 
II 

I. New Lending Activity 

Portfolio from end of 
previous year 

500 

-

L 99 
1,650 

379 

1W 
3,500 

1,389 

1981 

5,600 

3,190 

L92i 
-

5,507 

1983 

-

2,201 

19I 

-

1,113 

18 
-

308 

9 Total 

11,250 

'-4 

, 

II. Repayment Activity:*
1978 -r$ 280 

IT 220 
1979 Sr 9214 

L'T 726 
1980 ST ,96o 

LT 1,514O 
1981 ST 3,136 

U ,1464 

III. Portfolio 

IV. Exposure 

( 
( 

93) ( 187) 
28) ( 54) ( 55) ( 55)

(308) ( 616) 
( 91) (182) (182)

( 653) (1,307)
( 193) ( 386) 

,o45) 
( 308) 

379 1,389 3,190 5,507 

379 1,389 3,190 5,507 

( 28) 

(182) 

( 386) 
(2,091)
(616) 

2,20, 

2,2O4 

( 89) 

( 386) 

( 616) 

1,13 

1,113 

( 

( 

189) 

616) (308) 

308 -

308 -

-

-

( 280) 
(220)
( I) 
(726) 
(0,960) 
(1,51,0) 
(3,136) 

(2,116,) 

Guaranty Fund-
AID Exposure 
Banco Central Exposure 
Lender .xposure 

16 
177 
89 
95 

25 
675 
337 
348 

79 
1,54.2 

771 
798 

179 
2,633 
1,317 
1,378 

82 
I,O47 

524 
551 

66 
512 
256 
279 

h2 
126 
63 
77 

-
-
-
-

-
-
-
-

ST ­ Short-term. 
LT - Long-term. 

*Repayment 

*-' Based on 
activity on loans made in years indicated. 

4% portfolio losses. 



TABLE 16 

SALIENT RESULTS OF THE 

(In 

ANALYSIS 

000 US$) 

(Estimated 11%Los3es) 

CY 

1978 

1979 

1980 

1981 

19W 

Amount of 
Lending 

500 

1,650 

3,500 

5,000 

-

Portfolio 

379 

1,389 

3,190 

5,507 

2,204 

AID 
Exposure 

177 

675 

1,542 

2,633 

1,047 

Net Guarantee Payments* 

Guarantee 
AID Funds BCB Funds Fund 

- - 3.6 

- - 18.2 

- - 46.1 

- - 85.7 

- - 74.2 

Fee Collections 

AID BCB 

1.3 0.7 

4.1 2.0 

8.8 4.4 

14.0 7.0 

- -

1983 

1984 

-

-

1,113 

308 

512 

126 

-

_ 

_ 8. 

15.8 

-

- -

, 

' 
1985 ­ 3.5 - ­

1986 ­ - -- - (2.4) - ­

1,250 X)OX X)OX ­ - 252.8 28.2 14.j 

Major assumptions:
 
1) PCGP will be effective thru CY 1981.
 
2) Guarantee Commissioi.s: 
 5% for short-term loans (1% is allocated to Technical Assistance Fund).


6%for medium and long-term loans (1% is allocated to Technical Assistance Fund.3) 56% and 1#14% of total lending will be for short-term loans and meditm-long-term loans, respectively. 

* Actual payments less recuperations. 



TABLIE 17 

CASH1 FLOW III* 
(In 000 US$) 

1991 19 1983 1985 18 Total 
I. Income 

Nilance from previous year -
Net income from guaranty
commissions 22.2 
Interest earnings -

Recuperations of guaranty
payents -
Payments by AID/BCB -

15.1 

73.2 
0.8 

1.1 
-

18.8 

155.4 
0.9 

6.0 
-

60.2 

248.6 
3.0 

15.9 
-

135.7 

6.8 

30.8 
-

16.1 

0.8 

31.0 
5.8 

-

-

-

10.3 
32.2 

-

-499.14 

-

7.6 
9.3 

-

-

2.8 
(2.8) 

12.3 

105.5 
114.5 

Total income 22.2 90.5 181.1 327.7 173.3 53.7 h2.5 16.9 - 661.7 

II. Expenditure 

Administrative Costs -
Guaranty payments: 

1978 sr 3.5 
LT 1.0 

1979 ST -
LT -

1980 Sr -
LT -

1981 ST -
IT -

Guaranty payments of interest 
accumulated during delinquency
pericxl 0.3 
Guaranty fee to AID 1.3 
(Waranty fee to BCB 0.7 
Total Fxpenditures 6.8 

III. Balance (Capitalization) 15.4 

4.0.0 

7.0 
2.0 

u.6 
3.4 
-
-
-
-

1.6 
Ia.1 
2.0 

7-.7 
18.8 

140.O 

-

2.0 
23.1 
6.8 

24.5 
7.2 
-
-

I.1 
8.8 

14. h 

120.9 
60.2 

10.0 

-

2.0 
-
6.8 

49.o 
14.4 
39.2 
11.6 

8.0 
114.0 
7.0 

192.0 
135.7 

25.0 

-

1.3 
-
6.8 
-

14.4 
78.4 
23.2 

8.1 
-

-

157.2 
16.1 

10.0 

-

-
3.4 
-

14.!: 
-

23.2 

2.7 
-

-

53.7 

10.0 

-

-
-
-
-
7.3 
-

23.2 

2.0 
-

1.2.5 
-

-

5.0 

-
-
-
-
-
-
-

11.2 

0.7 
-

16.9 
-

-

-
-
-
-
-
-
-
-

-
-

-

-

170.0 

10.5 
8.3 

34.7 
27.2 
73.5 
57.7 

117.6 
92.16 

27.5 
28.2 
14.1 

641.7 
-

- hort-term. 
LT - Long-term.
* Based on 5% portfolio losses. 



TABLE 18 

PORTFOLIO AND EXPOSURE SCiEUDIJTE 
(000 us$) 

III 

I. 1ending Activity 

Portfolio from end orprevious year 

19W8 

500 

-

199 

1,650 

379 

8 

3,500 

1,389 

198-1 

5,600 

3,190 

DW 

5,507 

-

I93 

2,20 

94 

-

1,113 

198 

-

308 

18 

-

Total 

11,250 

_ 

I. Repayment Activity:*1978 Sr$ 280 
LT 220 

1979 ST 9214 
LT r26 

1980 Sr 1,960
$1,54C1981 ST $3,136

LT 421 

( 93) (187) 
(28) (51,) ( 55) ( 55) 

308) ( 616) 
( 91) (618) 182)

(653) (1,307)
(193) ( 386)

(1,o4s'( 308) 

( 28) 

( 182)( 89) 

( 386) (386)(2,o91)
616) (616) 

(189) 
(616) (308) 

280) 
(220)

2) 

(726) 
(1,960)
(1,5140)
(3,136)
(2,1461) 

III. Portfolio 

IV. ixposure 

379 

379 

1,389 

1,389 

3,190 

3,190 

5,507 

5,507 

2,204 

2,20. 

1,113 

1,113 

308 

308 

-

Guaranty Fu!.dW-* 
AID Exposu:-e 
BCB Icpos're 
Icnder E>posure 

15 
180 

89 
95 

19 
681 
341 
348 

60 
1,555 

777 
798 

136 
2,663 
1,331 
1,377 

16 
1,091 

54,6 
551 

-
556 
278 
279 

-
154 
71 
77 

-

-

-

ST Short-term. 
1Z - Long-term. 

* Repayment activity on loans made in years indicated. 
m' Based on 5% portfolio losses. 



TABLF 19 

SALIMT RESULTS OF TIE ANALYSIS (Etimated 5% Losses) 
(In 000 US$) 

flet Guarantee Payments*Amount of Fee CollectionsAID GuaranteeCY -Lending Portfolio Exposure AID Funds BCB Runds Fund AID BGB 
1978 500 379 180 ­ 14.5 1.3 0.7 
1979 1,65o 1,389 681 - 22.9 4.1 2.0 
1980 3,500 3,190 1,555 - 57.6 8.8 14.11 
1981 5,600 5,507 2,663 - 107.1 14.O 7.0 
1982 - 2,204 1,091 -93.3 

U.u 1983 - 1,113 556 
­

3.9 1.9 10.0 ­

.19814 - 308 1514 21.5 10.7 20.2 
 -

1985 ­ - 6.2 3.1 3.6 
 -


-1986 - (1.9) (0.9) (2.8) -

11,250 X)O(X X)O(( 29.7 14.8 316.A4 28.2 f. I 

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 allocated3) 56% and 144% of total to Technical Assistance Fnd).lending will be for short-term loans and medium-long-term loans, respectively. 

• Actual payments less recuperations. 
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C. Social Analysis 

1. 	 Socio-Economic Profile of the Target Group* 

Aproxi=mtely 694 of the population of Bolivia (3,238,000
people) live in rural areas. Of this population, over 80% live in the
 
Altiplano and Valles regions. The rual population is distributed in 
the following manner by Departments: 

M E 20 

Region PoC.uiAt'cn Percentage 

Altiplano i,596,770 49. 3 

La Pz 
Oruro 

829,438 
186,862 

25.6
5.8 

Potosi 580, 470 17.9 

Valles 1,ol6,555 

Cochab a.mba 573,393 17.7 
Chuquisaca 294,458 9.1 
Dtrija 148,704 4.6 

Orlente 624,766 19.3 

Santa Cruz 456,834 14.1 
Beni 137,267 IL.2 
Pando 40,665 0.9 

Source: GIASE, Estudio del Sistema Bncario Nacional, 1977
 

The primary beneficiaries of the g.ranty program will be 
small far.mers, sall-scale rural businessmen, artisans in rral 
towns and urban areas, and rural c=-nities in general. Secondary
benefits from the artisanry and business activities financed through
the progra= w~ll-also accrue to am~.!' fare.c and other rua! poor
who supply inputs for, purchase the productt of, or provide labor 
for 	these activities. "nrile the guzranty n"cg.-r-- -as a rnatloral 

* 	 The Infc.--ation for this section ccmes principally ^.-CM James T. 
Riordan, "An Assess-ment of the Target Region for UAID/Bolivla's
Agrictulture Sector :1 Loan", and the -E-SI. and MIASE studies under­
taken for USAD/Bolivia. 



- 57 ­

focus, based on the selection criteria designed for the program and
 
on the past history of private bark activity in the target sectors,
 
it is expected that the major benefits of the PCGP in Bolivia will
 
be to the Altiplano and Valles regions. The .,amlareas in these 
regions are characterized by almost uniform poverty and contain the 
bulk of Bolivia's rural populaticn. 

a) Small farmers
 

The follcwlng scc~o-econcmic profile of the sml2. farmer 
target group for the gua.rnty prcgram is d.raun fror. the recent Riordan 
assessment of Chuquisaca, Thr'j-- and Potost.. While the s;ecific data 
relate to agricultural year 1i76-77 in these areas exclusively, it is 
believed that these areas are representative of the other Altiplano 
and Valles areas which are included £n the PCGP's prtncipal focus. 

Xein net household nccme for r--&- far- househol.ds in 
these areas was S327 in 1976-77. Cn a per capita basis this represents 
inccme of ony S62. This measure includes al.l inccme recei:ed by 
these households, tnc"-ding an -=puted a=owwt fcr cons-mption of pro­
ducts nroduced on the f2:-. ::et hcusehold cash incc=e .erged S-24.) 
or $47 per :apita. Avenge incc-e related directly to fa.-ir; activi­
ties a=ounto'd to on-y '14 or .27 .:ercapita. Ap;rcxi=atey -e of 
Chis amount w.as derived frc= cash transacticns. herefore, only ­
of net house..cA incce is attributable to net farm income, while a 
=ere 27% of net household cash tnccme is due to net farm cash incce. 
It is clear, the::, that far- hcuseholds in this region derive only 
a relatively mnor part of their income from their c'n fa. enter­
prises. 

The average far= size in this region is 4.0 hectares, and 
50% of the farms are less than 2 hectares in size. Only slightly more 
than 8% have far-s 10 hectares or larger. Fousehold Lnccme estisates 
are relatively constant across all fir= size groups, !.though farm 
inccme estimates are positively related to far- size. 

Xost of the cu.tivable land on these farms was In 
temporar crops and . pasture. Th.e -Jority of farers owned 
some type of mattl- (mostly oxen), sheep, gcats, pigs, burros or 
horses, and ;:oultry. Over 7r, of the f-rmers in this region used 
animal tractlo.n. :nly a:-proxtlate'y 55% had de finti':e title to 

-
their land. Ap:r^:x-a-tely iitcr ."cr"cr on their f.ased. 
for an aveneag of 58 days. On-y 7 en nour c the
 
place where they *ar*et their produce, while over 5&' li':e more 
than 3 hours frc=̂-aret. . r 245- of the .r.houIeho'ds n these 
regicnsuad me=bers emplcyed cn a daiy *asts o.-f r- in agri:ulture, 
while 24 hrad fa=ily members e-ployed off-farm Ln non-agrtculturs 

http:househol.ds
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activities. Almost 70% of the far-- households were literate, i.e.
 
either the head of the household, spouse or eldest son could read
 
and vrite.
 

Approximately 88% of the hcuseholds interviewed for
 
the Agriculture Sector II survey produced scze sort of animal by­
products and 100% produced scme processed products. T.hese activities 
include product on of woo, hides, cheese, textiles and leather 
articles. .-wtver, only 14 of these househclls sell these products,
indicating that the majority is for hcme ccnst--.,tion. 

Approxi=ately 564 of the farm households sell fa.- pro­
ducts off their farms and 2015.. sell far- prcducts on the far-. 39% 
sell their products retail ir fairs, 22% sell their products retail 
in places other than fairc, 21Y sell through middlemen, 14% to 
truckers and 22' to friends and relatives. 

Less than 7"C of the farers in this region received
 
credit fro= any source, of .hich apprcx--tely half was from the
 
form! banking system. Cf those bcrrc-wing fro- infor--al sources,
 
almost all bcrrowed fro friends and relatives. respite this extreme­
ly low percentage of credit recipients, less than :_ felt that they

did not ,teed :redit. Credit demand for the retraining 8. averaged

apprcxiate:. " . 1 the =rincima" puroses for the desired credit
 
were fcr the :urchase of seeds, fertlizers, tcols, oxen, cattle and 
other livestcck, zs -jel as for infrastracture -- rcvements such as 
irrigation systems an:i fences. Over of the farmerS remcrted lack 
of credit as a reason £-ped"rg their adcptlon of new technclogy and
 
66% reported credit as a need to increase f-ture agricu.tural pro­

duc c. or.. 

In addition to their lack of credit, over 95% of the
 
farmers in this region received no technical training or assistance, 
although over 97 -anted such assistance. 715 reported lack of in­
for tion as a reason i-peding their adcpticn of new tec.nology and 
over 45% felt that infcr-Ation or technical assistance was needed to
 
increase their agricultural production in the fture.
 

b) Rurl enter-rises and artisanr-y 
.efollcwing data was taken frcm the ES. study of 

r=ral credit demnd and technical assistance for rural ente-rises, 
agro-tndustrj, art-sanry and cc=unlty development projects. Because 
the .Lniverse of businesses inten-.'ewed as -art of that study includes 
persons or groups who woud not be eligible for the g'.ranty progra=
because they presently pCssess sufflcient g.aranties tc cuali.y for 
institutioral credit, the description below probably overstates the 
socio-economci characteristics of tha ? GP target grout. 



The value of the assets of the rural enterprises inter­viewed averaged $4,700 for small industry and artisanry actvitties 
and $24,400 for raral enterprises related to agriculture. Aprox­
mately 44% of all rural ente.--irises 1,Ad assets of less than S2,5C0
and 641% had less than $O%)C0. The average arual volu.me of business
of these enterprises was $,CCO for small industry and artisanry and 
$14,!CO for agric..tura enterprises. :et ar.-nual incs-e frcm thesebusinesses averaged $2,20 for small industry and rtIsanry (ranging
from a low of '?20 in La az er.artent to $,"'O in Pctos.) and

$3,300 for agr-cult'.ra: enterpr.ses; 8C of these 
rra" enterprises

hAd annual net Inco=es belcw !10,O0. 7he cc=,-u.-.ty de'velo-_ent pro-

Jects inter-rieaed hmd assets valued at an average cf $28,7C0, with
 
annual sales (-ostly of services) of $29,000 and net annual incc-me
 
of &., 130. 

Ruraml enter-rise activities generally epployed 10-1l
 
people, of whom 3
were classified as skilled, 3 semi-skilled,, and
4-5 uinskilled workers. Cc=ur.lty develo~rent projects tended to hAve 
the same average nu-.ber of employees, not includirg voluntary, self 
help labor, although =ore tended to be in the unskilled category. 

0nly 33-'.o of the . businessen inte.-.'.ewe had e'er
received credit for the-' 
business cperaticns, and "1.5- *ad received 
credit only once. The principal rea:cns given fcr this lack of credit 
were the lack of cre-t scurces, the sall size of t reratl cns,
the limited ao-nts cf guarntes they :oA. offer i. b"reaucra ticobstacls, f were relted t o i-uarsnty or cther doc--enta­
tion recuire.ents. :n addition, the .aI.cr:yof :ctentli_ bcrrmwers
 
felt they .. - cf . i-a-. % .:Z-- .t
.-.-u"red some .3 f .' _" is-zsl tance.'a'z --, -^f those 
wanting to borrow for eve'o=ent .:ro be"teve, theydccunly :ts 

needed tech-nical ass:stance, carticularl
.
 n design fnd in 
techn.ca 
 aspects related to provent i'emet'.c .e :orrea:cnd­
irng figure for -r-.nd%.str- :ro'ects was E, a-..n costly in design,
technical as-pect3 !Lnd prcdut onlyn. oZK es­of thcse "ant.ng to

tablish or ex-and . enterprises or ;rban irt'sanry t..tes..-­
felt th; .eeded assistance, aithcugnh s =enticned above, this may be 
an unde:tate-ent of the needs of the ?CG? t-arget group for these 
activities. 

2. Socal Feasibility cf ?rcga
 

The social feasib.lIty of the ;roosed gm.mnty progr- is
demonstrated by the socio-econc-ic ca-racteristics of the target 
group described above, as we"l as by several addit'.cr._ factors. The 
prcg-m. responds to .erceived real needs of the target -.­up, nrmely
credit and technical assistance. The prcg-m offers access to 

http:addit'.cr
http:cc=,-u.-.ty
http:agr-cult'.ra
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institutional credit by reducing the guaranty requirements of
 
lending institutions which is at present a major constraint, par­
ticularly to sma.ll private businessmen and artisans in rural areas. 
1he target group, especially s-al farmers, perceive credit and
 
technical assistance as requisites for increased producticn.
 

Frc another standpcint, the characterstics of the s-all
 
fa-er target group described above --ake both agricutural and rUra!
 
enterprise activities socially feasible. A substantial proportion of 
far_ househc'ds have sce fa.=ly =ember who works cff-fa.- in agri­
cultu. activities. 
With sufficient rescurces and assistance, this
 
labor ccu.d be tapped for cn-far- activi-:1es al-med at increasing
farm I~n-cce. 1r. adticn, *t the signifi.cant r.ber of far= families 
with -enbers wcrri.ng -- fari n n.cn-agricuLtural acti':ities and the 
underlying reser.cir of ski-ls implied by the a'-Ost "-.i'ersa" prccess-

Lng of prcducts by smil fa. fan:iles, the est.ablish-ent or ex-parnson

of rural en-e.rises cr artisan-, acti'vities wil be facilitated.
 

A rmajor factcr in.lzencing the socal feasibility of the
 
program is the percepttcn of barn.irg institutions by pztential borrow­
ers and vice versa. Obviously this is a =Jaor pctential prcb'er area, 
evidenced by the minal 
=o'.nts of credit c'--ren*.'y recel.ved by the
 
target group. -nere often exist =acr c"-' 
tL_' differences bet.een 
the urban-oriented and -located bankers and their potential 
rae
 
clientele. 7he incidence cf bcrrowing fro th incr credit rarket
 
demcnstrates - reluctance cf -al -;-e2.ers -C get -.vnclved with a
 
banking institution. Charge in these asnects will cc-e slowly and
 
only as the banks ex and their cutreach tntc the r:ual areas. Tnis
 

- .
process has aready beg­ .n =any areas ere the 7C37: is expected to
 
focus thrcugh prcg.-=s such as .FA-2. r gh.-the design cf the
 
techncal assistance elezent, it is anticipated .hat the prccess will
 
continue and .hat ban-'ers and r'u-a businessmen ana ar-ers will be­
cone =ore and =cre familar with each ther. Exerience cn programs

such as -A-2 
has been generally posirtive to date , the banks are be­
cking increasirgly aware that s::a* far-ers are gccd credit risks 
and can be gocd clients. Therefore, while no dranattc change is 
expected in the short-r-n, the Mission believes :-at this factor does 
not present a major social constraint -c the success of the guaranty 
program, especially given the relatively small amo-unt of credit being 
projected for the life of the prcgram. 

3. :istribution of the Benefits cf the Program
 

In general, the guaranty program will make a positive contri­
bution to the distribution of income in Bolivia. 
 The projects to be 
guarantied under the prograz will be pr:ncially oriented to supplyirg 

http:wcrri.ng
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the needs of the iccal areas in which they are located and will create 
alternative and additional sources of income in these areas through 
the provision of new Job opportunitles. The areas and sectors benefit­
ted will be those which are presently poor, both in absolute terns
 
and relative *n other areas in Bolivia. The program will provide 
access, often for the first tize, of the target beneficiaries to credit,
 
inputs, technical infr=tion and assistance and zarkets. In addition,
 
by channellirg credit in sc-e instances through !cal-!eve, organiza­
tions such as r-SEC, AgrcCentral and r.i! credit uni.ons, as well as 
through the financing of projects by cc=unity and artisan groups, 
the program w l- contribute te, the i=.rovezent of target group ;arti­
cipatlon at the local level. 

4. Role of Wc-en 

The guaranty program will benefit women through promoting
 
lending for agricultural and business enterprises in which they are
 
involved either as bcrrowers or workers. 'o=en in rz-al areas in
 
Bolivia take sever-l -pcrtant contributions to household Inccce, 
both on- and off-fr. "c-en partIcipate in agri:ultural production 
activities, often :articteta In decisions whether to use or not
 
modern inputs, influence their husband's decisions to cbt.in credit, 
requently -- rket the bu'* of the ftaily's fir= prcducticn, and ire a 

potential source of a'f-fir= 1nc:e through e:cloy-ent in local businesses 
or through sales of prccessed .:rodu:ts. Over i c*:f the r'ira hcuseholds 
in the Agricultural Sector :1 surr-ey were headed by wcen, and these 
households tended to be reltl-vely worse cff than those headed hy men.
 
In the saze s.-:ey, c':er L6. of fezales aged 12-60 were engaged prin­
cipally in agriculture. Under the .CG?, wmen will be eligible to 
borrc- from tarticipating lenders on an equal basis as men. 

D. Economic Aralysis 

7he econcmic benefits of the project include eploy-ent generation 
in r!iral areas, increases in the incomes and standard of living of 
the borrcvwe-s and rurr-il areas in general, and increasee in food pro­
duction thr.ugh i_-proved far-irg operations and local value added 
through the establlsh -ent or expansion of prccessing, service or 
&rtlsanry enternrises. 

C*ver the four-year i=lementatlcn percd of the prcram, 2,L!8 . 
Individ'as are ex.ected to receive credit. Of these, an estim ted 
1,-575 - t-gri:-..ture, 'or -tydevelcmeentbe It 225 co, projects, 
and 61 :'cr r:- ente=rise and artisanr-y investments. Fased on the 
estImates cf lobs tc be :reated by r-ral enterztrise oin! cc:unity de­
velorment projects calc.La:ed in the -S:.' report, - these investments 

These calcu;:aticns are basel on the ass=- ti cns regardiing avere 
can ounts, dIstrIbution of the FCG? portft2oind cre.dIt 

exaolr-red in Section ! A adove (see note, 

-~- I ~or r-ural enterises and 14~ for cc~unity develop-ment. 
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would result in the creation of approximtely 9,330 new jobs over
 
this four year period. Most of these jobs would be located in rural 
areas where they wculd provide additional off-farm Incoe for ra'zl
 
poor households and increased economic act v ty at the local evel.
 
Usirg the estizated annual earnings fig-are cf apprcxlately $110 for 
off-farm. non-agricultural e-plz-yent from the Riordan study, these 
additiona jobs cculd potentially increase cff-far Inco=e by over 

I,00,OD0 over this period. 

With respect to far income, the zroject would also result 
In benefits thrcugh the provision of credit and tech.nical assistance. 
Although based on a :mjted number of interviews, the Riordan survey
showed that, w.lle mean net farm inco-e for far--ers who did not re­
ceive credit was $b 2,8!, average net income for farmers who received 
a low amount of credit f to -br,5-0) was tb !,IL6 and for farmers who 
received larger amounts cf credit itwas Sb 6,326. Again, while based 
on a limited n-ber of obser.ttons, the same study sh*c'ed that the 
mean net f-r- incc-e of farmers who received no technical ta-nng 
or assistance was S' - 5-, "'h e the ccrresndng amount for farmers 
who received only training was Sb 7,1l8, for farmers who received 

'only assistance was S 1,C , and .-r fa.-ers who received both 
training and assistance was b-, . As these resuts demonstrate, 
the expected beneflits from the program from an estimated $3.9 million 
in agricultural credit and frc= the prov-.sion of technical assistance 
and training are substantial. 
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Part IV: DMPLDWNTATION ARRIIGOTMTS 

A. Analysis of B-CB's Administrative Arra.-gezents 

1. Instlitutional Analysis 

The guaranty program da11 be implemented by the same division
 
in the BCB presently resonsible for managing other AID-ffinanced credit
 
lines; the Divisi6n de Zesarroulo. Consequently, USAID has substantial
 
working experience with this division and the :Ivisi6n de :esarro-o
 
is familiar with A:D doc--entation, requirements and .onitcring style.

The Divisi6n de resarrolo is supcrted in the rest of the country by
 
the 	BCB agency in Ccchaba-ba and the Regicra Technical Offices in
 
Tarija, Sucre, Potosi, Santa Cruz and Trinidad.* 

The Divisi6n de resarrollo presently has a staff of 22 persons 
organized ir two sections. The Techn cal Analysis Section is composed
of 6 engineers (Including ag-r..cu'tura. engineers), 2 econo-.ists, I 
statistician, as well as a Section Chief and neputy hief. This Section 
is primarily responsible for review of ref--nanc- ng applicatcns unider 
the 	various _CB developrent prcgra-s and the overa2. promoticn of these 
programs. .e e 	 of SectiorOperatins consists a Th:ef and Zeputy

Chief and 6 clerks, and is responsible for the operational mnritoring
 
and control of the _C3 s reilrnanclng act v es, -'icuding the fl-incial
 
reporting requirements.
 

The ',ivisi6n de Lesarrollo hts generally f .nctiord we" in
 
the manage-ent of past and present AD-fn.anced prograns, although one
 
major problem has been the delays caused in sub- approval to
.ca due 

Divisi6n de CesarroIio evaluatior. of sub an a•.l.cations and feas.bl-.y
 
studies. his has created a substantia- burden on the staff f the
 
Diviscn. dcue'er, partdaly as a resu2. . E0 -'SAI eval.uations
 
of the :- and ?PA-2 prograns, the i:isizn de eserroz no lcnger
evaluates subloan apli.cati-ns but :nly reviews t-he- for c:niztency wit'.h 
the relevant progr= -idelines. -- is z sh-*,. . re,a ly reduce the 

.tine needed to nzpr', e or disapp rove subica "'..ncing requests and 
thereby --ake the staff available for addItiona activities.
 

Because of the "nique nature of the guaranty prcgr=., a special
unit will be created in the i7v sin de .esarrllo to sdinister the 
?-CG?. 7 -In -.nt depend on the reg-alir Zi"tzicn staff for technical 
support as needed. -t -s not expected, hc'ever, t-t. the progra, wi 
add 	 a sg.fi.nt burden on the existing staff, especialy considering
that staff .t_s be to sc-e degree any-way because the.. involved 
ri.,or tortizn of :"0? -o.-.s w1' be refinanced. : ..... l,'-for 
activtl s re-ated t' th*s refinancing "iL: remain wit the present
staff and not be part o: the ?C-P unit's :'u.ctizns. However, the 
ad.n.strativ-e.f b..rden tese actv.t.es should decrease because of 

/s 	 C s p. er.-'I, e. glven to establishing a.
 
additional Regi-nal ."echnioc& Office in .r.ro.
 

http:actv.t.es
http:sg.fi.nt
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the automatic rediscountlng aspect of the guaranty program. Therefore,
 
the Mission concludes that the Divisi6n de Desarrollo is capable of
 
performing its roLe in the i--plementation of the ?CGP.
 

At present, the BCB has only one agency in Cochabs=ba, although
it is consideri:ng converting the Santa Craz Regional Technical Office
 
into an agency also. The Cochabazba agency has a staff of 34, of which
 
14 are professional personnel. The agency has an economist and an
 
agricultural engineer who work exclusively on 
BCB development programs.

The techr.cal cersc.nel are cco.-eten: and have perfcrmed their duties
 
on related ;rograzs we'.
 

addit'i to the Cochabanba agency, the BCE naintains 5
 
Regional Techrcal Cffices. These offices are norn-a-ly staffed wIth
 
an econc=2st and anr agro.o-ist, aPthcugh the Santa Cr-z o40ce4 is
 
scr-ewhat larger w.th 3 economists and 2 agronsr'-sts. The Regional
 
Techulca. Offices were origiraly created to assist the ccnnercial 
bankIng co-_-.. -it* BC progra=s and tc -elp ;rc--cte and super.ise 
these programs. :n general, the offices are performing their duties well,
have adequate star., and have the capab lities to assist in the iz-.emen­
tatlon of the g'aranty program. They are in close contact with the com­
mercial banks in their regions and have denonstrated the:-selves to be
 
efficient ad.-'-nistrators in the 7RA-2 program where they have had
 
subloan approval authority. 

2. Role of the BCB in the A='_nistration of the Guaranty Fund 

The FC0G? .. wil be ad-.1nistered by a special unit to be 
established in the Divisi6n de Desarrc''o Of the BCB. n tially, this 
unit will be staffed wit*- twc additional personnel - one eccno--ic-fi4nanci&! 
analyst to be ir charge of thp technical aspects of the program and one 
technician to m-.aage the oneraticnal and adr-.inIstrative ascects. This 
sta will be su=t:rted by srec-alized tec.-.n:cal experti:;e, as needed,
fro= the existing i'- on de esarr.l1o personnel, especially in cases 
where loans --ar.-teed by the F-n.d are refinanced by the 2-:3 ,nd for 
specialized program e.a.uatcns. :n additi-n, the existing staffs of 
the BCB's Regional Technical Cffces w"" as st the inclenentation
 
of the progra- by se.-.ing as cod"tsro. the -.onthly lender reports, by 
.L.oweng up .ith participati-.g lenders on the status of delinquent
guarantied _.oans, b-y asSstng in the o... technzcal assistance 
to bcrrow.ers, and by participating in the .notor-ngand ;ericdic evalua­
tions of the be by the -SAll.;rcgran. to ccnducted BCB and -re Banco del 
Estadc, as the -B's agent In areas where It does not have an agency
(eveir-jhere except a Paz and Cochabambal, will also assist in the 
Implementaticn of the crogram by receivini guaranty cs"iss-cn Lid mking 
guaaranty pay."ents to lenders in these areas. Given the considerable 
support to be given to the Fund adinistrative unit by the Division de 
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Desarrollo, the Regional Technical Offices and the Ba~nco del E3tado, 
the Mission believes the two additional perso.Lnel to staff the unit 
on a full time basis will be sufficient. If, as the program grows 
during imple-entatIon, this staff proves to be Inadequate, the BCB 
will assign another person fu l-time to the "nit. 

The role of the BCB admLnistrative .Lnit for the Tand in the 
cperatio. of the guaranty mechanism is described above in Section 
1I.B.1 (pp. 16 -21 ). The operating :.-anual for the admLinistraticn of 
the program will describe precisely a'' of the activities of the ?CGP 
admLnistrative unit and the =anner in which these duties will be 
carried out. Basically, these .%--ctions will be the fo.ovwing: 

a) Operations and control
 

i) MainterAtnce of a central file concerni-g: 

(a) bcrrowers s-id loans =ade
 
(b) delinquencies, delinquency periods, and losses 
(c)doubt.^'2 recuperatIcns
 
(d) guaranty paynents fr"m .-­tne 'nd 
(e) register of ;articipating institutions,
 

both leaders and technical assistance 
crganizations 

(f) accounting and admnistrative data 

i) Execution and Pr,'-araticn of:
 

(a)payments =-7 guara.ties and guara.ty fees to
 
AID and ECB
 

(b) collecticns from recuperations after payment
 
of guar.-ant ies
 

(c) audits, including contracting fir e;ternal audits 
(d, financial statements of the Fund 
,e) cperatlng reports, includ ng annual report of 

Fund czerations 
(f) requests for payents to the Fund by AID ard BC3, 

4 " necessary. 

il) Monitorirg of: 

(a)trends in approvals and disburiements 
(b)loan =ortizaticns and delinquencies 
kc) lender's sperationsand: ' status, "with.rtf 


folrd-u- ictlon as necessar-i to 11=1t issses 
insofar as :t3. anticipated levels 

'4' : ...... _ o.erat.icna, _ncludln; invzestm~ents. 

http:guara.ty
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'iv)	Development and implementation of an adequate 
accounting system for the Fund. 

b) 	Technical aspects
 

i) 	Research and planning 

(a) establishmeat of an implementation plan for 
program on an annual basis. 

(b) periodic surveys and a.nalyses to identify 
investment opportunities for ?CG-type projects
 
and determine priority areas of credit need.
 

(c) analyses to determine the applicability of
 
current mcneta.-r .clicy and fine.ncial systems
 
and needs fsr modification.
 

(d) analyses of fina.ciRa aspects of the program, 
such as: (ki, delinquency and loss histories 
for each eligible loan category; (ii) adequacy 
of guaranty ccoissicn tc cover a-rticipated 
losses;,'iii) histor4cal trends In portfolio 
composition by short-, -ed±-, and 1org-term 
loans and by loan catego.y; iv) -ob l -aton 
of private sector resources through the prograr. 
and -',anual flna.ncal projections for tye 

ii) 	implementation
 

(a) development and updating of operating manuals
 
and information systems.
 

(b) approval of participating lenders and trair.Ing
 
of key lender personnel.
 

(c) promotion of the program thr.ouh dissezination 
of infcr.atcn a.nd regular meetings with lenders, 
potential b.rroers, technical assistance insti­
tutions, and other interested entities. 

(d) publication of special stadies.
 
ke) 	 organization and monitoring cf technical 

assistance program. 
(f) periodic inspe t n of ?CG?oans. 
(g) review of delincuent lcans as end of delinquency 

pe.rid approaches. 
(h)make required system =odificatiins based on
 

i-plementat~cn experience and evaluation result.
 

iii) 	Evaluation
 

(a)periodic review of project objectives and
 



- 67 ­

achievements, including economic and statis­
tica analysis of the following factors:
 

(i) 	total volume of loans by lending insti­
tution
 

(ii) 	distribution of credit by lenders, region
 
and rural and urban areas 

(iii) 	mobilization of private lender resources 
(iv) 	 levels of capitalizat oc of the Fund 
(v) 	provision of technical assistance to
 

borrowers
 
(vi) 	operations plan for the guaranty system
 
(vii) lender compliance with addition. coL:Ate­

ral. '--itaticns and with progrim regula­
ticns in general 

(viii) 	benefits and --- the programoact of for 
borrowers and lenders, Includ'-g i.creased 
incomes and living standards of borrowers 

(ix) 	global development benefits of prcgra.
 

(b) special studies of syste= feat'Ares 'e.g. policy,
 
organizaticr, -ethcds and procedures) =nd reco=­
mendations to I-rove their effectiveness and
 
efficiency.
 

B. Role and Responsibilities of ?%rticipat g Lenders
 

The participating lenders will have pria.-y responsibility for 
i-plexenti-ng the prcgra-, based on the criteria, procedures and regu­
lations in the operating =9.ua2. Prior :o initiating operations under 
the program, key personnel on the lender's staff will be provided 
training in the concepts of and reguiations governing the operation 
of the ?CG?, including the %se of the czerating -n.:u.. As de-crtbed 
above in Section i::, A.. ',o .27 ,, the lenders in -most cases wil 
be reszonsIble for assisting the borr-.'er in flling ,ut hs/er 
applcation f:r - and f.r determining the econr.nz _'Id financia! 
feasibility of the prooosed -.-an. T.e lend,.r .41 aiso determLn.e what, 

-	 :
if any, additional guaranties are rec"_"re' fm t'e * rr-.er, to a 
limit of iO' of t*he face value a=c'.nt of the 1ion. The lender w.l 
make the loan wilthout prisr apprsval f-- the except n cases of^
refinanced car.s =. 2V,/.... t "i _c be res rs.e for super­

vision o: the _; n to assure orozer use :f t-e -.redit res'urzces. 'r. 
the event % oar is not re-aid -n time, the lender *-as the cbI..atict: 
to report t: to the FC ? ...i.trt t a-.d -.:r taIng a.­
action necessa:-y to extend or reschedu.le the -:an ".f 	 tc
-s.e 

recover aI- or a oortion of the elinquent 1:a... -is res-cons ibity
 
extends beyond the receipt of a guara.ty payment by the F'.d.
 

http:guara.ty
http:reschedu.le
http:econr.nz
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C. Pole and Responsibilities of USAID
 

The Mission will monitor the i-ple--entation of the guaranty
 
program and work closely with the BCB ad.--inistrative unit for the
 
.and and the 'Divisi6n de Desarrollo to assure the prcgram's ti-.ely

imple-entation, tc help solve any problems w'ch arise, and to assure 
copliance with the terms and c.nditons of the FCG? Guaranty Agreement.
The BCB will send quarterly reports to USA:: concern.ng the financial 
status of the ;rogra- and its i-eentation. USA:D will participate
in all prcgran. evaluations. :n add on, the Xission will approve aIl 
major changes in program "ri : ics and reg'laticns. 

The program wil. be n.a-aged within the . .ssin
by the Development

Resources Office , close co2.aboration w'nh the Rural Develop­
=ent and Controller's Cffices.
 

The naJor USAZ)input into the i.-le-entation of the ?CP will be 
the provis-o of a -alified technician with guaranty program experience
to assist the BC_- to initiate and evaluate the program. 7.n.hs tec*--niciLr 
will be contracted initially for a period of months as soon as
 
possible after AId/;: a"th r 
zatic of the %=-.Ing this period,
he wi-l work with the -KBto assist in the dey eo ent of..eoerating
_-nua.ls for the progra.-, In the .roton of the ?wlt: rctential 

partIcipating lenders. and in the training B"- and! ender n eof ers
 
in the cneration of the .rugr-an. :n add'tion, '-e w'l cr4 w*h the
 
..nd adninistratl..,e "-it to esta ish the-. basic o:erat'n 
 -eidelines 
and procedures of that ".n.t, especally related to the pl-n-.ng and
 
eva.atIo.n :f%'cticns .-is W4.i resut in a detailed inolementatlon
 
plan Including a pi. for prcr-on of the prcgraz. during the first 
year of cperations and i.-.ole:nentati n rrcceduares. 7t will a-sc result
 
In the develoment cf a :4etailed evaluation zan for the nrcgran.
 
Foi't-'ing this Inlt'al phase, the techniclan 
",iLl be contracted for
 
one nonth e'e.y s-1% months dur'.ng the first two years of the program

and cne month a year for the last two years to participate in program
evaluations and to rovide assistance and guidance to the WB in a-I
 
aspects of program planning, prnmotion, :olicy and design, i=plementa­
tion, and ,rganizaticn.
 

Since the ?C3? has no resources which could be used to pay this
 
technician, it is proposed that he be funded from 
'SAID ;pecial
Development Probles Technical Support f.Lnds. :t is esti.ated that
 
$27, 150 in FY-197 '.nds and $, 50 in future year funds will be
 
required 'see A.nex r), and the Mission recuests that the correspondi-ng
 
amount be .ncluded in its FY-1978 Technical Support -,4dget. 

:n addition to the abcve mentioned tec-n.icia, the .Ission requestz

the services of a guaranty programs srecalist frcn-. ' for weeks
A," ­
in Noveber-:ece.ber 1977 to assist in tne devel":.nent of the operating

manuals and the i-n4tiation of the ?C3? in -i.
e participation

of this specialist woud also be desirable -.subsequent .rogran evalua­
tions.
 

http:pl-n-.ng
http:concern.ng
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USAID will also provide .ftm~ding for the travel of the two BCB 
members of the .-%--nd administrative =nit to attend a..nual ntercsuntr$ 
evaluations of ?CG? progress. These evaluatiors wcuald ccrtinue tbe 
dialcgue bermn at the cgoti --CG? sei-nar I-n June and=9T7,wil 
allow the BC3 pLrsornne . =pe-enti.g the gusrn-nty progran tc exchange 
experiences vith those -ple-en-ing sl.2.l:ar programs in Honduras, 
Nice.ragua, Ccl..bia and Paraguay. .he est.4 -ted cost o! this cortri­
bution is $7,1CO, ($2,7C0 in FY-197 "ch fro.whi is also requested 
SDP Technical Support funds (see A.nex E). 

D. 	Implementation P?-an
 

1. 	 Approval of prcgrsw by AID/W - August 31, 1977 

2. 	 Signature of Guaranty Agreement - October 15, 1977 

3. 	Arrival of contract techr.cian - October .5,1977 

4. 	 Development of operating manuals - October 15 - November 30, 1977 

5. 	Conditions precedent =et - Deceber 15, 1977
 

6. 	 PCZ? semirar for .C3 staff - Nzvember 30 - December 15, 197 

7. 	Approva.l by BCB of at !ea3t 5 applications to participate 
as lenders in ?CGP- December 23, 1977 

8. 	 ?CGP seminar fcr participating lender personnel - January 
9 - januar: 13, 1978 

9. 	 Initiation of progr=m - January 15, .978 

- 197810. First evaluation LJu. 

1. 	 Second evaluation - January 2.979 

12. Thlrd evaluation - July 1979 

13. Fourth evaluatior - January 1920 

L. Fifth evaluation - January 1. 9e 

15. Final evaluation - December .9& 

16. Program ends pilot project chase - 'ece-ber 31, 9&. 
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E. Evaluation Arrangements for rogram 

The program will be continually monitored by the BCE and 'SAID 
and regular Joint BCB-USAID evaluations will be held every sly Months 
dur-ng the first two years cf the program and a&rnua2ly thereafter. 
These evalu.ations wl examine both financial aspects of the operaticn
of the PCO? and uantitati.'e and ;ualtative results of the program 
for 	borro-ers and participating lenders. The basic aspects of the
 
program are detailed in the discussicn cf the BZB ro-e in the 7.ara.ty 
program above i'n Sectin .A.2. -. '. hese pc4- ts i. be 
defined in nCre de:ail during the ear y .hases c- ipre-entation
and the necessa.- baseline data .i1 b collected Y .erson'
 
In addition to these ocInts, the evaIuaticns will se e as a basis
 
for maklrg adust.ents in the design of the zrcgraz. n the basis
 
of the results of the evaluations to be conducted -. :ar.ual, of
 
each year, a decision will be made whether or not t.o con.t-nue with
 
the program.
 

it is anticipated that the USAD-contracted teo.ic ian and hope­
fully an A:'/'.; guarar.ty progr..s specialist wi'l partic.pate ineach of the 4oint BCB-%SA:r evaluations. The sched"2e cf evaluaio..s 
planned 's indicated above in the i--plezentaticn ?lan. 

:n addltion to these evauat.onS, the BCB staff members respos­
ible for the guaranty program-n Brlvia wi2. participate in anual 
interccu.stry ?ZO evaluaticn seminars w" th-er cou.te rarts in 
Monduras, .:icaragua, Colo-.b a and Paraguay. 

F. Conditions, Cvenants ard :,egctiating Status 

1. 	Conditions Precedent tc issuance of the First Letter of
 
Acceptance
 

a. Prior to the issuance of the first -uaranty for an eligible
 
loan under the PCGP in Bolivia, the BCB, as the Admnistrator for the
 
Program, shall submit to USAID, in form and substance satisfactory
 
to AID, the following:
 

i) An cpinion of the Controller General of Bolivia or of
 
other counsel acceptable to AID that the Guararnty Agreement signed
 
between AZD and the 35verrzent of Bolivla has been duly authorized
 
and/or ratified by and executed on behalf of the Ad--inistrator, and
 
that it constitutes a valid and lega',- binding :,bigation of the
 
Adm-4nstrator in accordance wth all of its terms;
 

ii,A statement of the names of the persons holding or
 
acti.g in the offce of the Adnistrator, and a spec-nen signature
 
of the person's) specified in that statement, a.propriately certified
 
as to its authenticity;
 

au~hent....Iy 

http:guarar.ty
http:7.ara.ty
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iii) A time-phased implementation plan for the program; 

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

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

v-i) A copy of operating manuals to be used by the Adminis­
trator and eligible lenders governing the functioning of each in the
 
implementation of the program;
 

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

viii) Evidence that the Administrator has established and will 
ie:,lement with the program a policy of automatically rediscounting 
eligib. e loans up to a specified amount mutually agreed upon by the 
Administrator and AID. 

ix) Evidence that the Administrator has established "he
 
technical %ssistance fund and that the fund is adequately staffed.
 

x) An implementation plan for the first year's operations
 
of the technical assistance fund.
 

b. Prior to the commencenent date for each eligible lender, the
 
Administrator shal.l have in its records, in form and substance satis­
factory to AI:
 

i) An executed original of the guaranty agreement between
 
the Administrator and the eligible borrower; and
 

ii) Evidence that the perionnel to be involved in the
 
eligible lender's POG? operations have satisfactorily completed the
 
required training.
 

2. Covenants
 

BCB shall covenant and agree to:
 

a) Pay to the eligible lender an amount equal to seventy-five 
percent 175%1 of the total of the outstanding principal balance of 
each defaulted !can plus the interest thereon accrued during the 
first one hundred and eighty (AC) calendar days Ql.c-ing the date 
on which the defa,-It occurred; 

b) Pay the administrative and prcmoticnal expenses associated 
with the guaranty system unti. the prcgram is self-sufficient under 
criteria agreed upon by the Administrator and AID; 

c) Cbtain AID apprcval prior to effecting any substantive ihange 
in plans, procedures, policis and manuajs apprcved "y -he Adrsnisrar 

and AID; 
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d) Redisco-t through existing or newly created refinancing
lines, as mutualy agreed by the Admnistrator and AZ-, thoseeligible loans made under the program by eligible lenders, accordIng
to procedutres and conditions -utually agreed to by the Ad-nlstr&tor 
and AID; 

e) Cause the prcgram to be carried out in conforz.mty withall the minuals, plans, schedules and other &rrangements, and with

all modi cations therein, approved by the Ai--inistratcr and AM;
 

f) P1rovide qualified and experienced managerent for the 
program and train such staff as may be appropriate for the effective
 
maintenance and operation 
of the program. 

3. Negotiating Status 

The g-aranty program in Bclivia has been developed in close
coordination "ith the BCB. PrelimInary discussions have been heldwh BC offical..s and the :.In-stz-y of Finance concerning the terms
and conditions of the progra- and they are -n basic agreement. The 
G,-aranty Agree-ent is being drafted. 

if the -egal issue raised in issue number 1 in Part .- 7
is resolved in such a ".'a*., tc necessitate a si--utaneous agreement
between the ating lartlci.renders and the -ZB, signature of theGuaranty Agreement -Ig'-t be delayed beycrd what w...d otherise
expected. 1 severaLl .ten.:a.. lenders have expressed =uch

be 

interest in the .rogra-n, to date no discussicns wit- the zrivate
bank~ing cc=-n.i. have been u.derta-en to agree upon the form andsubstance of such an agreement. With a ositive resolution of this

issue, Joint 3CB/USA~ discussions with the private financial­
ccu---nity "411.1 be begun as soon as possible. 

"h
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Seaor 2t JUL 1977 
Frank B. Kimball 
DIRECTOR USAID/B LA FiZ 
Presente.-

Ret: 	 Solicitud del "Program& do Garan­
tda para Criditos Productivos" 
P G C P para su implantaci6n an 
Bolivia. 

De nuestra consideraci6n: 

El Gobierno de Bolivia considera que uno de bs ob­
jetivos de su policica econ6mica y social es el elevar el ingreso neto per

clpita y el nivel de vida de la poblaci6n, especialmente de escaios recur­
sos. Un medio para lograr dicho objecivo es la implantaci6n en el pats de
 
un Programa de Garantfa de Criditos ?roductivos. que pernmita ampliar el al
 
cance del sisteca financiero del pars de manera que incluya prestatarios

privados con ideas de inversi6n viables y quo no hayan tenido acceso al 

cridito, sobre tr 1 por falta o insuficiencia de garancias.
 

El actual sistema de cr~dito en el p~is esti limi­
tado a prestatarios qua poseen requisiros de colateral a satisfacci6n de
 
los bancos, y a financiar actividades a corto plazo que aseguran el pronto
 
repago del pr~stamo. El otro sector que no tiene acceso al cridito es con
 
siderado por los banqueros como prestatarios de riego elevado. Consiguien
 
remente, los interediarios financieros son reacios a incluir este sector
 
en sus sistemas de cridito en las condiciones actuales.
 

El PGCP neutralizari en gran medida el riego de -­
los bancos intermediarios y abrirl un canal de criditos para el grupo mar
 
ginado en condiciones razonables, por supuesto mejores qua las ofrecidas
 
por el sistema informal de credito.
 

Como los objetivos quo persigue el Gobierno de Bo
 
livia, son parte integral de la estraregia de AID en el desarrollo rural­
y del sector de menores ingresos solicitamos !a cooperaci6n del Gobierno
 
de los Estados Unidos de Norte Amirica, para qui, a trav6s de la Agencia
 
Internacional para el Desarrollo brinde el respaldo econ6mico al proyecto
 
con la suna de $us.2.500.000.-- que percibir~n como recribuci6n un 0.25%
 
sobre el valor nominal de cada pristamo. Asimismo, solicitamos que con
 
fondos de donaci6n, AD contrate los servicios de un t6cnico-asesor para
 
las fases de: diseao, i=plementaci6n, capacitaci6n y evaluaci6n del pro­
grama de garant£a y financie :os gascos de viaje de personal del Banco
 
Central de Bolivia a seninarios internacionales sobre programas de garan

ria a realizarse en cada uno de los paises que estgn implemencando dicha
 
proyecto (Nicaragua, Honduras, Paraguay).
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El Gobierno de Bolivia para la implantaci6n del 
PGCP destinarg la sua de Sus.l.250.000.-- a travis del Banco Central de 
Bolivia, Instituci6n que ademis brindara el apoyo econ6mico necesario pa 
ra ei pago de los costos administrativos del Fondo de Garantia, durante
 
el primer afio de desarrollo del programa.
 

El Fondo de Garantia se estableceri en el Banco

Central de Bolivia, bajo cuya direcci6n se desarrollara el prograa, pa

ra el efecto sectearg una unidad ticnica y operativa dentro de su estruc
 
tura organica. El prop6sito del PGCP es 
el de garantizar el 75% de los
 
pristamos seleccionados y ocorgados al sector privado por las Institucio
 
nes financieras del pass bajo el programa de garantia.
 

El PGCP se capitalizarg, cubriri sus costos admi
 
nistrativos y pagar sus comisiones 
a los aportes de AID y del Banco Cen
 
tral de Bolivia a travis de una coisi6n de garantia que se pagarh por

cada cr~dito concedido con cargo al programa, que gozarg del respaldo de
 
AID y el Banco Central de Bolivia.
 

Los fondos para la concesi6n de criditos en el 
-

PGCP, provendriin de 
recursos propios de las instituciones financieras del
 
pais, y/o de lineas de refinancimiento administradas por el B.C.B. 
 La
 
asistencia ticn.:ca y 4upervisi6n de los pristamos otorgados 
a los benefi
 
ciarios estarg a cargo del personal tcnico de las I.F. y de las institu
 
ciones especializadas p~blicas y/o privadas. 
 Antes del inicio del pro­
grama el B.C.B. y USAID/B elaborar~n =anuales y reglamentos de operaci6n
 
que principalmente contendrin criterios de elegibilidad, procedicientos
 
y direccrices 4ue ser5n utilizados por !as instituciones participanwes ­
en el PGCP. 
 El proyecto del Fondo de Garant:a serfa implementado, coma
 
un programa piloto hasta el 31/12/81 y serS objeto de evaluaciones peri6

dicas por parte del Banco Central de Bolivia y USA:D/B con el fin de de­
teminar en qui medida se 
estarfan c=pliendo los objetivos del mismo,
 
para en su 
caso introducir acciones de enmienda necesarias.
 

Estamos seguros que la presente solicitud tendrS

favorables acogida por parte de 
ese organismo, que tin decididazente es­
ti colaborando al proceso de desarrollo que actualmente vive el pals.
 

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

ELK. gb/
 

2n 
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Exa. 11652: II/A 
TAGS: 

SUBjECT: DAEC REVTIW - BOLVIA PRODUCTIVE CREDIT GUARA2,'Ty 
PROGRA.4 (.4CGP) PRD 

TI-E DAEC R.Vl"W= THME SUBJECT PEP AND ATHfORIZED MENTSIVE 
REV TZVJ. 

T~r-- FOLLC'AT"G GUIANCE 
I.S B;E=rG PROV=- T~rf SSIUV FOR 7.HE PRPARATION CF T1~r 

TARG7-. GIRCfJP OF 
SHCtJLD BE G= arERALLY CCNSST=ET_ *m~q THE TARGET GRO(P.
DUDIT:C.'S RE(Z BY A:D's CC:;GR:-SSIC:IAL -mADATE. ns-

A.. ---- T*H TAR0ET GRCUP THPCGP 

PR~r!7 TH OF THA: TtrE- -TCGIPIn:'-ATZGCR-.S 30P.RCWE-?S 

WILL A=-:'T: TC RZACI, :-E'% !-=; TiD tE"
'rS 
TIE P? SFHOULD AL:Zv^Z;=*DE ET.-I7 E:_:G~l3r :7' CKTZRItA 

OA:,L ^ATEOO?2S-- CF B"?RKWIS ,2 H .Tc~ FOR THE 
A:D0PIC^.: ^7 S;U,Cp.:?:-R:A. A.:-: " :: _7 P KL 
MlCLU H HEFC 2 -?E' C*.TS C1jA::AFP pROFCS= 
LOX-S -." THE /A~SCA'EGCR:?S OF BRRVAES, A:,D 
SM.CLD D7::SR' HAT THESE ?.ELATVELY '-:G*- *J?F:-R LDCTS 
ARE RSPCNfS:z71 TOTE CR?2:T RE. R'.LF=:S VF.- E RURAL 
POOR/SMAALL FA~R'?3 RCLUS. 

B. ------UD7Z.G ~V* AS !CSSOV^, :3 AWAR:E, AID'S 
OVERALL eURA 3 :0 '5 !C~r-rc' DOLS.7THCR:Y. 711== 
OF THIS T:YTAL', 12.5, : ::~r~L ; iUA.-rY A(:THCR:7Y
HAS B=. POCOPS LA*'C^O=RIES.BTLZ~!Y :.b 
C0?lSEquWL_7._', THE OL7APTCGRAM4 S*-CUD £:.A:Y BE 
DSI;j7= FOR A 2.5 L!CLIN DOLS GuART Z(L DUT 
MTS TO :HIS 7LZVEL COULD "*A':JR BE XADE BY ZLOT:-
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GUARAIT AUtMORIZATION
 

Provided ?Fro: FAA Section 222A
 

BOLIVIA: Productive Credit Guaranty Project
 

Pursuant to the authority vested in =e as Assistant Administrator, Bureau
 
for Latin America, by the Foreign Assistance Act of 1961, as amended ("the
 
Act"), ard the delegations of authority issued thereunder, I hereby autho­
rize the issuance of a guaranty :or en aggregate a-cunt nct to exceed two 
illion five h-undred thousan-d United States dc!lar: ($2, 5C, OC)"3uaranty") 

to eligible private letders in 3o!-'.a ("elig-be lenders"' ursu at to 
Sectic- 222A of the Act 3::d in furtherance c" the A1iarnce for .rogress. 
The Ager.cy for -hteraton. 'evelc;-ent 'A. ) ener a ctact 
of garsaty with 'Ahe Centr-il Bank c" "i ("d1.ritr.t_-1._sr tcr") which will 
a"- 4 r.ister tne rcd.cti.e Cred.it 3u;ar3.ty .Fro~ect ( .roect"'. The 
Administrator shaLl - " a ve uar'ntvestabliah rcduct Credit -Und ('Fund") 
pursuant tc the Project fcr t.-e 
r.rpcse of repaytrg el-.i-.ie Icans ("loans")

" --ade by any eligible lender cn whic* a 1efau.._t has cccurred. The Guaranty 
shall be subject to the fol-,.ng terms and corditions: 

I. Period of Eligibility 

(Intentionally left blank until resolution of issue of lergth of
 
PCGP authorization).
 

IT. Amount of Guaranty
 

Upon a showirg by the Administrator that the resources of the Fud 
have beer. totally depleted, A.I.D. shall pay to each eligible lender 
pursuant to the 3uarar.ty 3n a-cunt equal to fifty percent (5o)cf 
the total of the oustar.ding princial-balance of each deau:ed !can 
;1us the interest :h.ereor. accrued duri g the irst one hundred and 
eighty (VeO) calendar days :'ollc'ing the date cn wh.:h t1.e default 
occurred. Pay-ent by Al =*. be =ode by =eons f re'-b'irsenent to 
the Ad-i_nstr3.tr after :a.--ent Cy the i.A.-inistratcr tc on elig-I.e
lender pursuant to the Cuaranty. : c ithstandig.. saynth.ing herein 
to the contra.', -he aggregate A..'. liablity under the 3uarsnty 
shall in no event exceed 7-.;o i'-i'on five hundred thcusand United 
States dollars (t.2,5'CO, C0C.' 

http:Ad-i_nstr3.tr
http:3uarar.ty
http:fol-,.ng
http:el-.i-.ie
http:3u;ar3.ty
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iII. Comissions and Fees 

Each borrower shall pay to the eligible lender a guaeranty co-is­
sion 	in an acunt that shall not exceed five percent (55) of the
 
amount of each lcan made by such eligible lender under the Project 
("guaranty c-cissicn"), "alhich guarae.ty cc=ission shall be paid 
I-ediately into the ?und by such eligible lenders. The Adminis­
trator shall ;ay to A.:.D. in Unted Stat-i dollars, on a quarterly 
basis, a guaranty fee in an =ou.t of .25 percent (!/4%) of each 
loan guaranteed ("guaranty fee"). 

IV. Term of an Eligible Loan 

The term of an eligible loan shall not exceed ten (10) years. 

V. Conditions Precedent
 

A. Prior to the issuance of the frst guaranty for an eligible
loan under the Prolect, the Administrator shall submit to 
A.I.D., in for= and substance satisfactory to A.:.D.: 

(1) an opi.-Icn cf the Controller General of Bolira or of 
other counsel acceptable to AD that the Guaranty Agree­
-ent signed between A= and the Gcvern-ent of Bo-ivia has 
been duly authorized and/or ratified by and executed on 
behalf of the AdzIrnistratcr, and that it constitutes a 
valid and legal'y bird.Ing obligation of the Administrator 
in accordance with all of its te.-s;
 

(2) 	a statement of the names of the persons holding or actin
 
in the Cffice of the Ad=:Instrator, and a speci-en signa­
ture 	of the person(s) specified in that statement, appro­
priately certified as to its authenticity;
 

(3) 	a time-phased -1ple-entaticnplan for the Project;
 

(4) 	a standard g-aranty agreement form to be executed by 
and between the A-irnistrator and each eligible lender. 

(5) 	 a standard guaranty agreement ferm to be executed by 
and between the AdminListrator and each eligible lender; 

(6) 	 a copy of the operating handbook for eligible lenders 
and the handbook for the Adinistrator in charge of the 
Project; 

http:guarae.ty
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(7) 	evidence that the program for training persornel of the
 
Administrator and of eligible lenders has been established;
 

(8) 	evidence that the Administrator has established and -will 
implecent with the ProJect a policy of automatically 
rediscourting eligible loans up to a specified a-ount 
outually agreed upon by the Administrator and AID; 

(9) 	 evidence that the Administrator has established the tech­
nical assistance fund and that the fund is adequately 
staffed; an d 

(10) an implementation plan for the first year's operations of 
the 	tec.z-.cal assistance fund. 

B. 	Prior to the comencement date for each eligible lender, the
 
Administrator shall have in its records, in form and substance
 
satisfactory to A. i.D.: 

(1) 	an executed original of the guaranty agreement between 
the Administrator and the eligible lender; and 

(2) 	evidence that the persor.nel to be involved in the eligible
 
lender's ?^? cperations have satisfactorily completed the
 
required training.
 

IV. Covenants 

The 	 Administrator shall covenant and agree to: 

A. 	pay to the eligible lender an emount equal to seventy-five 
percent (75 :) of the total of the outstanding principal 
balance o: each defaulted !oan pluz the interest thereon 
accru-ed d'rIng the first one h*.-ndr:a. .d elghty 'IEO-) calendar 
days follcding the date on "hdch the defau.lt 3ccurred less 
the aggregate amcur. paid tc such el.iibie lender by the 
Fund or by A..:. pursuat to t'ne iuarL'nty; 

B. 	pay the ad&mlnistrsti','e end promoticnal exeenses associated 
with the 3uarasnty system u'ntil the ?roject is self-sufficient 
under criteria agreed upon by A.I.D. and the Admniistrator; 

C. 	 obtain A.:.D. approvL prior tj effecting iny substanti'e 
change in plans, pr-ced'ures, tollcies and "handbccks approved 
by tie Ad-m.instrator and A.:.;;.; and 

D. 	 rediscount thr-agh existing or ne'wly created refinancing lines. 
as -utuaily agreed by the A..inistrator ind A7', those eligible 
loans made ur.cer the ?roject by eiigib].e lenders, according to 
procedures and conditions mutually 2greed to by the Ad.instrator 
and A-D. 

http:defau.lt
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VII. 

VIII. 

The contract of guarinty between A.I.D. ad the Administrator shall 
provide that upon request by either party, representatives of A.I.D. 
and the Administrator shall meet to discuss the possibility of 
increasing or decreasing the total amount of the Guaranty. 

Other Corzitions 

This Guaranty shall be subject to such other ter-: and conditions 
as A.I.D. and the Administrator deem advisable. 

Assistant Administrator 
Bureau for Latin America 

Date 

((­



ANNEX D 

CERTIFICATIONt PUSUAV~r TO ZFcTICN.611 (e) OF THE 

FOREI ASSISTANCE ACT OF 1961, AS AEMD 

I, Frank B. KizbaA., the principal officer of the Agency for
International Development in Bolivia, having taken into account 
among other factors the mainternce ec- utilization of projects
in 3ol-4is previcusly financed or assisted by the United States,
do hereby certify that in =y Judgenent Boli'via has both the fi­
nancial capability arnd resourceshunan capabii ty effectively tc
maintain and utilize the capital assistance project: PRODLCT'IE
 
C.RIT GUA.Atf PROJECT. 

Frank B. Kimball 
Director, USAD/Bolivia 



ANNEX E 

Cost-Estimates for AID Grant Financing 

I. Advisor to BC
 

he AM-financed advisor will work for a total of 10 months, 
4 months between October 1977 and February 1978, and 1 month in 
July 1978, January 1979, July 1979, January 1980, January 1981 and 
December 1981. 

A. Cost estimates for four month consultancy: 

Internat ional travel $880 
Excess baggage 100 
Local perdle=0 4,560
 
Local travel 200 
Sala-ry- 9,200 
Benefits 1,196


e~er ead , 600Overhead 46 

Total $20,736
 

. Cost estimates for 1 month consultancies:
 

International travel 
ln 

$900 
1979 
$950 

19A80 
$1000 

12 
$1050 

Excess baggage 100 100 110 110 
Local perdie-m 1350 1350 1350 1350 
Local travel 150 150 15C 150 
Salary :400 2500 2600 2700 
Benefits 310 325 338 351 
Overhead 1200 1 O 

Total Win $6652 $60 706 

C. Sui.ar-y cost estimates for advisor
 

October 1977-February 1978 $20,736
 
July 1978 
 6, 412 
January 1979 6,625
 
July 1979 
 6,625
 
January 1980 6,848 
January 1981 
 7,O61
 
December 1981 7,061 

Total (10 months) $61,36e
 
Rounled $61~0
 

N(3OxW51350) + (21x31=651) + (3OxL5u!350) +
 
(39x31 - 1209) ,.$4,560


base salary - $2,300/month, equivalent to FSP.-4/5 
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II. Travel of BCB Personnel to Intercountry Evaluation Seminars*
 

A. First year - Managua, Nicaragua 

Transportation $770 
Excess baggage
Perdiem (10 days) 

115 
400 

Other Coats FIS H $2670 

B. Second year - La Paz, Bolivia
 

(no AID-financed costs)
 

C. Third year - Tegucigalpa, Honduras
 

Transportat ton $853 
Excess baggage 116 
Perdiem (10 days) 450 
Other costs 60
 

S21479 x 2 - $2,958
 

D. Fcurth year - Asunci6n, Paraguy
 

Transportation $278 
Excess baggage 43 
Perdiem (10 days) 320 
Other costs 51 

$70C x 2 = $1400 

E. Surmary cost estimates for seminars
 

First year $2,650
 
Second year
 
Third year $2,958
 
Fcurth year 1,400
 

Total $7,02d
 

Rounded $7,100
 

All estimates are for 2 people to attend semirnars.
 

, il 
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III. Su.ary of Grant Financing Requested 

Fy 1978 M 9 181 18 Total 
Advisor 27,148 13,350 6,848 7,O61 7,061 61,368 

SeMLnars 2,670 - 298 14o - 7,2 

Totals 
(Rounded 

29,818 
29,850 
=mamlmma 

13,350 
13,350 
SKA 

9,806 
9,800 
==m= 

8,461 
8,500 
mlmmm 

7,061 
7,100 
MmmW s 

68,396 
68,600) 
m"m 
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nea,, miud ckmtniii.ity groups Jreusetly wiLlout 
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1. 8/31/'ce 	 AID/w approved PP for ICGP. 	 Action: AID/W 
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Ois. Action: USAED. BCB, Ministry of
 

Finance.
 

3. 1/15/78 	 Technical advisor arrives. Action: USAD, 

If. 6 30/'J 	 Olprating maiuals developed, WDGand 
lender personnel trained, and program
Is Initiated. Action: DCIU, technician, 
USA ID. 

5. 	 1/31/79 Firt evaluatiot conducted. Action: DCB,
UWAI11, technic ian. 

6. 12/31/79 	Agrecteantz; with at least 5 private financial 
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Action: ,CIJ.
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uider progrms. Actiont: leciders, BCID. 
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