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- THE GUATEMALAN:NATIONAL AGRICULTURAL:DEVELOPMENT ‘BANK PROJECT

Introduction-*

On-. August 3], ]984, Ar1zona State Un1vers1ty f1n1shed a ten-month

’1ntens1ve research proaect study1ng the Natlonal Agr1cu1tura1 Deve]opment%

5Bank (BANDESA) of Guatema]a The proaect ]eader was Dr, uerry R Ladman,k
Professor of Economlcs He was ass1sted by Lic Jose _saac Torr1co, |

cred1t spec1a11st, and two A S. U graduate students The proaect was,

‘financed by AID/Guatemala, and Ar1zona State Un1vers1ty wasdkelect ,fiﬁf

the sub-contractor under The 0h10 State Un1vers1ty and AID/Washlngtonr

cooperative agreement "Rural Sav1ngs for Cap1ta] Mob111iat1on 5

The project had tvo. pr1nc1pa] d1men51ons The f1rstvwas to“analyzeff

BANDESA's credit and sav1ngs mob1]12at10n operatlons and.to makj sp_;

recommendations for po]1c1es and 1mprovements "*cond was to organlze
a high-level policy sem1nar on agr1cu1tura] credlt,andasav1ngs mob1112at1or
for senior-level officers, adm1n1strators and techn1c1ans in- the maJor

Guatemalan financial and agr1cu1tura1 sector 1nst1tut1ons

Research Proaect Resu]ts

BANDESA, wh1ch is structured as both a dev" opment and commerc1a]

'bank, p]ays an 1mportant ro]e 1n the deve]opmenteofﬁthe Guatema]an

_agr1cu1tura] sector by prov1d1ng f1nanc1ng to ]argefnumbers of sma]]-;v~

and. med1um-s1zed farmers through Toans to 1nd1v1dua]s, cooperat1ves and

'other organlzed groups Were BANDESA Toansinot ua1]ab]e to these persons

and organlzatlons, many of these farmers5‘esp TTy the sma]]est, wou]d

w"t'ly not have access to”'cred1t from the’bank1ng system Thnrefore,

fBANDESA has a un1que and part1cu1ar p]ace 1n the agr1cu1tura1 cred1t



'system and 1n f1nanc1ng part of Guatema]an agr1cu]tura1 deve]opment OthEI
,f1nanc1a1 1nst1tut1ons, part1cu]ar1y the pr1vate commerc1a1 banks are

ff1nanc1ng 1arge-sca1e farm1ng operat1ons

A]though, BANDESA has been successfu] in extend1ng cred1'"

\farmers 1t has encountered many prob]ems The most ser1ous, re j,' ‘

,rates of de]1nquency, h1gh costs of operat1ons andﬁﬂow revenues, aH‘ljof‘j

wh1ch have contr1buted to deep and serious f1nanc1a]”prob1ems In rec“uti
,years loans from trust funds, rather than funds generated by sav1ngs
}mob111zat1on 1n 1ts commerc1a1 bank1ng operat1ons, have dom1nated BANDESA's
d]end1ng Comm1ss1ons .earned by BANDESA for manag1ng the trust funds are
.now the Bank E maJor source of 1ncome and are suff1c1ent1y large to ;,,f

‘d1scourage BANDESA from mob111z1ng sav1ngs,and, at the same t1me,make the

Bank dependent on funds from the government and fore1gn donors”fod"growth

1ncreas1ng annua] losses wh1ch have consumed the Bank s capita],”ff"'

of insufficient subs1d1es to cover the losses In essence, w1thout.heavy

subs1d1zat1on or drast1c reforms and changes 1n 1ts po]1c1es, the Bank s‘

prob]ems w111 on]y become worse

The researchers recommend that BANDESAidecrease 1ts dependency on

subs1d1zat1on and trust funds as a sourceio' f1nanc1ng by rev1ta11z1ng>ua
}1ts commerc1a1 bank1ng operat1ons through plac1ng emphas1s on the ro]ei;f,
of BANDESA as a f1nanc1a1 1ntermed1ary | In this manner, BANDESA wou]d not
on]y emphas1ze 1end1ng but a]so sav1ngs mob111zat1on Th1s strategy wou]d_
d1rect1y contr1bute to: both the deve]opment of the agr1cu1ture sector and
trural f1nanc1a1 markets 1ead to 1mproved a]]ocat1on of f1nanc1a1 and real

,resources 1n the sector, and 1mprove BANDESA's f1nanc1a1 v1ab111ty by .ff

fdecreas1n BANDESA's dependence on fore1gn ass1stance and the government

for f1nanc1ng



To accomp11sh th1s obJect1ve, 1t 1s recommended that BANDESA pursue

‘ an aggress1ve sav1ngs mob1T1zat1on programdpra1se reaT 1nterest rates for

"Toans and sav1ngs depos1ts reduce de11nquency, ani_stream11ne the operat1ons
of the centraT off1ce to reduce costs A deta1Ted anaTys1s of BANDESA
and compTete recommendat1ons are presented 1n EngT1sh and Span1sh edit1ons

}of the report by Jerry R Ladman and Jose Isaac Torr1co, The. GuatemaTan

Nat1ona1 Agr1cu1tura1 Development Bank (BANDESA) An AnaTys1s of Cred1t

Operations and Potential for Savings Mobilization, Report Prepared for

AID/Guatemala by Arizona State University, August 31, 1984, PP 192

Policy Seminar

The high-level poT1cy seminar was her 1n Ant1gua, GuatemuTa;on two

days, August 16 and 17 1984 The purpose of the sem1nar was.to st1mu1ate
th1nk1ng in GuatemaTa about new 1deas 1n ruraT f1nanc1a1 markets 1n the hope
that .they  could be cons1dered 1n future poT1cy formuTat1on and A
programming in that country The f1rst day cons1sted of presentat1ons‘g‘
to approximately fourty h1gh TeveT adm1n1strators of BANDESA and the maJor
agricultural and f1nanc1a1 sector 1nst1tut1ons, including vice- m1n1sters

On the second day the aud1ence cons1sted of nearTy s1xty m1dd1e TeveT |
managers from BANDESA The 1nv1ted speakers were seTected based on the1r

expert1se and recent exper1ence 1n CentraT Amer1ca They were Drs

CTaud1o GonzaTez Vega, DougTas Graham and CarTos Cuevas of The 0h1o State

Un1vers1ty and Ladman and Torrico. The topics covered were f1nanc1aT

1ntermed1at1on, 1nterest rate policy, sav1ngs mob111zat1on, cred1

fde11very systems and the roTe of fore1gn ass1stance There was;ampTe”timeﬂ

4

for d1scuss1on by thefpart1c1pants about these top1cs 1n the GuatemaTan“

."

context The sem1nars were»_dJuged very successfuT and served as an




excellent basis for a later in-depth discussion of ‘the results of the

research project ith BDESA of ficials..

.~ Prepared for. Sandra Frydman.
October 5, 1984
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