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FfNA NClAL SER V/CES ON TlIE 
FRONTIER: 

Ihc mcdcl tirat guided tar411 Jlnunciul .rector rlcvcl~~prn~vu ir tlrc lc96(bIYNO prrirxl w a ~  that of 
cr large ,rt(~;c . owrtrrl crmd run c~ricultural "(lcwloprnent * bank. 'Ihe.rc highly c~nrrcili~~d ~ n ( l  
hurenrccrcrtic in.rriturions wf  rc rc.~porrriblc , f ir  cr~(iit "prO~rmUnin#"; ".rupervi.~~d" .fld/).~idih('(l 
infercst rare letding to c~grirulturc; and murtagcd ko(lrt ~ ~ l l ~ c t i o n ,  wi~cnfijr political reu.rortr, rhc 
loam were notfirgiv~n. Thty ~en~ru l l y  (ierivtd their@& from infemutiorrd knder.r, who in 
rum wcre ' P J I ~ T ~ ~ U S  to ltclp thesc countries develop rural urcat by extending banking unciJinurrc.iol 
serviccs beyond the orbit of commercial banks into rural urea. These Bur& genarally engaged 
in a .rin~lt! or a limited rarrge crf services, o@en lending primarily for agricultural production, 
frequently lo clients identijled by income and demographic characteristics or for acrivitie~ 
designated m "priority activities" Wishin an ovml l  national dcvtlopmcnr plan, but seldom 
mobilizing saviny or ofering other Jnancial services. 

The results were generally char these bo& produced massive a& swtarinc?ci losses, Throughour 
the developing world these banks were unable to become viable and sesc!lfsustaining inrtirwions. 
The collapse began in the 1980's and accelerated in the 199(d's, ,as intem'ional lenders 
wiehdrew sofl loanr and grants that sustained them. Many ofthese institutions, nu longer exist 
(Bolivia Peru) are much smaller (Mexico), or are being resiIucturate iruo institutions based on 
models other than stare guided paremalistic developmnr organizations (1Yondura~. Guatemala). 

In the 19903, there is general agrecmnt that the old M e L r  will not wrk, if ifirieed they ever 
did a general search is on for new models to guide development of rural capital markets. In both 
academic and developmnt communities. 

The most promising paradigm to develop from this movement toward fleer rural t:apital markets 
and less direct state intervention and participation capital mdlrkets is development of community 
bases, pmflt orienferr", self s w n i n g  a institutions ofering a &I& range of financial 
sentices to the widc variery of economic groups that are found at the grass roocs. For pxemple, 
ia Honduras the old RAIVADESm is being dismantled and a communiv based banking structure 
established . A similar model is under study in Gwemala. 



Wirilp tltp rntwlcl on wlrirln t l r~sr irkrtitrrtionr (irp O~rilt d i [ f~r  in ~f~trril.r, 011 hrrvc. sorrtt (!t' rltt 
c.hur(i.ltcteristics ofthr rr({hi.rm or t h ~  ~ ( i r l y  Ruhoh~ttk. 77rcy arc h(r.rcii in rhc. rurtll cantmtrtiity 
r / j ( j r  tlrcy serve, 'nrcy are opcroterl by 1t:uls who know the mtlrk~t untl who g~nrr(r1ly risk .romp 
of their own cl~pit(~1 in rcturn .fi)r thr Jinncltisc to opfrotp u f14tl(lnci(ll in.rtItution. 77rry link rhc 
t-omntunity to the broader jhanclal rnnrkct.r tlrrough thdr intcnttcdiurion. 7 7 j q  crrp 
cntrepr~ncurial a d  highly jlerihk. nest  new ituitwion .reek out oportuniries, not only in thc 
in the trtulittorwl Pel'& c!f b ( ~ n & i n ~ ,  but in non-traclltionul awat rfflnuncial scrvicc.r. Thcy are 
c!ften active pnrticipc~nts in arul.fr~qua~trly .~harchoIdcr.r: I# the c n t e ~ r l s ~ s  they serve, 77trtsc 

i~rrtiturions gcncrally rccogrtirc tliey ncetl to compete with the existing bunking structure. 
In.rtccul, they pursue u rriche mcrrket in rita ntral crrcm currently not sewd or pcx~rly served by 
the h(~nking system. But, most importantly, they art fnnnvativc, ntcy do not go to the rural 
areus with a~ed , fonnuh ;  inrtccd thcy dupt  to thc copufitionr in the arem they serve. 

7lte niajoriry of thair capital is georerated locally a d  thcy do mi! depend upon fun& from the 
center of the ccumry or abroad to ~urtain their activilies. When ourside are used, they 
are acquired on a commercial basis. Neither are their activities guided by bureaucratic 
organizarions 'priorities at the center. They respond to the market conditions they encounter and 
seek growth opportunities by meeting needs of rural dwellers and ,business peoplc within these 
rnarkeis. nteir growth tieper& upon their abiliry to genenue capital through savings 
mobilir~tion, Jmnc-ial services ortci fee base.1 incomes and not on 1il101:atiom porn the center. 
They survive and prosper by pnoving services rural pe~ple need aaui will pay for. 

Through these instiwions,bmking is being moved from the u r h n  areas Jitnher into the 
agricultural areas and a b d e r  range o f p i m i u l  services is fwr'ng made available to the 
agricultural industries thaf grow and thine on the 'fim'er cf Fimvule' (a term bormwdjkom 
J. D. Von t4'sche). 

'Ilu challenge these new institutions confirtl is to develop the se&s~(staining paradigm to enable 
these still small cutdjhagile imtimtions to mke the transiaionjbm weakly capitalized institutions 
to better capitalized organizationr capable of meeting the financial nee& of t h  agricultural 
based erue~pd.w and doing so profltabiy ruder the challenging n~nditionr of rural areas. 

One of the more interesting of these a new start-up conwnunity 



/)(JSC(/ (,l~rif'/4l114r(~l /lflnk.~ 1.r A (;fi()(-a /'lrA 1, lOC(l~i'f/ 1 I/ ~.?)('/1(~/)(4ft1/)fJ, /hdi v/(J, A (;/(()(:A 1'1 12 !, 
(4 .rrurt-urp r.lrur~crt?d Inlticrlly cr,r cr cl~v~lo/)rrrrtrr /iritrrd/crrinrr, I .F,F/JP~ 1r,/1rt11 1oo~rr.r /II I V!~2~/or (~1)0,,l 
$1. 7 r?ri,llirm, /loth prmIi4c.don firrd cJ#rihurittr,rar 1orrrr.r urr o r r  r / r ~  hook,r. Mo,rr lrtrvc 0-  7 yrrir 
rnalrrririz*~ nrui c r l l  crrc cwrfnt. M~LFI /I(JVP 1-2 yrtsr XrrrcP prrr'cnir on prlynrcnr oj'prirrciplr, 

~GNOC'/1??!7ilt~ IF clc,ri~nc(l ur a pilot ofmc~Ic1 (:(in br r~pc11~1rd ro orlrer (IrruF (f!f~lolivi(~ 
c1.r rhc nr i~ inul  mc,rclcl provides inS,,nrtur/on c i r l  ci(istl lo pennit ,rrnrairrtrl retalignnrcnr.~ in rtrr 
irrrrlrutionv, its mun(r~mtcrtr rrtrd pr(ducr mix. AGROCA PlTAL udcr,~turuPs I I ,~  ~ltvclopmt!rt~ 
mgm/ilrrr a!: providing l~oth huric Jtncxnciul .rrrvicc to u previously unrerv~d populf~~ion, crr well 
(J,; the dcvclopment und introduction rfJnancia1 product~f und srrrvicrr,r t h r ~ ~  arc new to ilrr: 
u~dcultural sector and ltclp meet !he development clcmmif cft l~ire sector. 7 7 ~  inrrirution is, in 
rhc inilia1 .rtd~ge,r, c~ipi t~l l tcd through P. I,. ,480, which .vupplJed the initial capitt~l (f$l.S rrtillion 
und is Q S ~ I - I ~ ~  10 .rupply adclitionul stun up capifal of ulsnuf $4.5 million dollars ($3 mllliort 
this yeur, the b(r1ance next), This seed capital is a d e q ~ c  to start c~prurioxr, hut is IN) ~rnall 
to enublc the lnsrirwionr ro r m h  a size rhut will enable it to cover all its dminisrrarive co,rts 
from reflows and pennit the new irrrlrurion to provide the range c!fJtnancial ,vervices requlratl in 
its niche nrarkd?t. 

In ruldirion, during the stun up phure, P. L. -4ROpmvJdes ndmirristrative suppn of 90 X of the 
opernring budget, enabling AGROC/1PlTAL, to crstabllsh it seCfand 19 l e d  in subsransially larger 
volwncs than w,uld be the came ifcapitul w r e  drawn down for administrative cosrs, l?wugh 
rlris temporary grant finding, . ]GROG2 PIT& has been able to establish an operation tho1 can 
manage substanrially larger volumes of loam than are currently on the book or are ,mssible 
with the present r'evel of capitalization. mis support will be phused ow our a~ld ohe enrire 
~dmini~rtrative cosrrs will be born by AGROCAPITAL as the size of the insrirution grows. The 
current institutioml challenge is to locrease and cllwrsifl the SOU~CCS o f w i n g  and to increase 
the volume afburi~,wss conducted By the inrritution through its extensive rural network. 

nte current t e r n  oJr lending are at 13 % in local currency indexed to the dollar rhrough the 
sliding government oktermined peg, for the loans made in the coca growing region. l%is interest 
rare is imposed only o,rf gowmment progranunedj%nds and will not prevail withjIuu5 generated 
from other soums. CMi& the coca growing rcgion, loMs are mgdc ot 16%, again indered 
ro the dollar. l@&tiorn is atimated (II 12.7% in 1992. In  aa'dipfon, the exchange rase slides 
about 10% p t r  year, pePftspF leaving the Boliviano somahat overvalwd. 

All of AGROC4PRXL 's lending is donc mi will continue at positive interest rates. In fact, 
drese rates are comvner'cially quite lgltmctive to lendcr and h m w r  alikz. Currently, the 
Boliviano dolIat-ldnked &posits d m  8-995, while time deposit range fpom 11 -13 % . 
Lending ai & 16% (versw 18 9% a commercial bark, if available f i r  rural based clients) 
provides a spread of 10% over demand deposit and perhaps 6-75 over rim &posit. 
AGROCX PIT& 's external administrative support - - enables k of oger a move attractive r w  both 



AC;NOCAI'ITAX, lc r t o r  yet arrtlrorirrri to t r l k~   ifp posit.^ crrui crtg(J#r in trrlrtBr /i,nns of ,ffriunc.icrl 
inrcnnerllurion. A rfsolutien srrklng ~llc ai~ftioriirrtion to obtain e b(~nkinl( chrrrtrr 411 r r ~ m  hC 
put b ~ f i ) r ~  the fiood of Dirrctor~. while its f~t(frn(li .cupport frl(rblf /t Po n/)tuin (J brrrrkin~ 
cltuncr will soon bc pur kfore the hoard of dirclcton. While iu  cxtcmal  support.^ ~nablc it m 
ofcr clrtractivc tcrnu uptd .r~~vicc.r not provirlcd by commercial hcrnk:~, it mufs strck d~litioncrl 
capital from sourws rutemd IJ'it Is to gmw during the initial prri(~1. In the inrctrint, (111 loant 
originared ure at st@cienrly positive s p r e d  over par-five raeCr to absorb the adminissrcrtlvc 
cosf.~ wlien AGHOCA PITAL (:pares to enjoy c~lminl,str(~rive .ruppotifrom out.fidc and i.r c~blc. to 
*hootstr.ap" iu  t)peration to much lur~er scale. 

7?we is some room,fir moving the rates upwurdfbllowing the clcction in June, either by raising 
them or churging for some of the free services rhar AGROCAPITAL currently nfkrs its 
borrowers. 

AS the institutions becomes better know und cupitulized, the aternally supported servtces will 
be costed into the loan. ln all cases, AGRQUPITAL will seek to charge a market rate of 
inserest to all burmwrs onfindf generatedfrom sources other than government and will m& 
loans only when the spread is sqfjlcient to gradually replace .the current administrarivt. support 
budget. If a loan is not profltdle for AGROG2 P I W ,  it is mjected. 

Bolivia is currently restruct14Ping its economy to becorn both more m r k t  onenred and less 
dependent on mineral crports. llu privatization and decentralizqion t M  arise fiom this move 
to Jieer markets will oger substann'al oppomurdtics for a jiruincial institution serving the 
agricultural sector. In adidition, Bolivia ha a unique geographical position to becow the lo;w 
c m s  supplier to currently more ~ m s p m u r  rnanlurs such car Noahem drgentt'na and Caik fur 
tropical gtoducss. Throorgh the mil an d w r  syrtem, Ilbli~ria has suht~;~t ia l  wyporwities to 
aport pmessed orsd unprocessed cerealr. grain, flkrs and oil see&,hm its still alrundanr, 
productive and ineiptmive agriculmr~ll I&. It has abundant nancr~11 gas, thefie&tock of 
agrmhemicols. In some &pmn&nts, there are extensive la& suited bORh far dairyi91g curd m a t  
pmducrion, both industries in their infaotcy, but Mth o domestic ma& i b t  will consume more 
uni-1 proteins as iitccmte levelf rise &for aprr markets. 

The political s i m ' o n  has stabilized and if as expected the June election goes o$pe(tceficlly, 
bolivia will have had three comti t~~~unal  transitions. 



In fhis ,Xi(l~rziiOn, AOHO(:/I!'67AIl hrr.~ tr utriqrrr trlrlrr rtrnrkct irrrt,  wlric.lr it c9(itr Krorv (rnd ruljtrrr,l 
wlrlrour rot,rlfhotrtin# ciny r.nmprriliw [rr~,rsrdrr irtr i1.r ttrrrr~itt,r. h i  /irt7t, in its ct/ro.rrtt trrtrrktrr, 
AC;H0~~'dl'l'/iii4 ctrnjkonts ptrj comi)rririott. fI i,r tlir* firs( ro rr).c.ofittlxs thc l?otenriuI utrrl II(AF ~lri.v 
,rtrtrrci ~j'thrr u#ricr~/lumB markrt rtitlr~lv lo  lt,);rlf: nrr cl~nrtrnd ,fir. rhc r(ltt(;c of .rrrvic,rs rlrtrt 
A (;MC)CAIplTAL; currrnrly oflcn (ittcl will (?f ir  in tlrro ,fir flu P .fiir cxcccrl in c~lpitullzaion, ??/r4r, 
AGROCAPfTAId, Is ucltivrly ,rrrkln~ 1)crrtnrr.v to hflp ~xploit thI~ mt~rkrt in (I corrnrry rlrtrt is 
,firl/owin~ fltf tr~t?xIc(ira, Vcn( f t~ l [m,  Ar,q~ntitrc, And i,?~ilrun rncxlcl r?f'priv(~ritr~rion ~ n u l  tntrrkrr 
kd dcvclopmrtrt, Xher~ will hc ~~brlnriunc ucrivi1ie.f in the ci~rlcultur(r1 srrror, atd 
AC;KOCAIJ/TAI, i , ~  seeking punnertf prfpurnt ro mtrkc u long tctm conmittn~,;t to grow atulprt?flr 
wirh AGROCA PI'I;1I4 in this ncw market. 

AGKQCAPITAL hu~,fnund u sub.rturrriuily lrr#er demantlj3r f o c ~ n ~  and j?nunciul .f~rvic@.r than 
inirially estirrrarcd, even in its initially limircd ~eogrtlplricul (ireu of optrulions. 'nterc are (1 

brad rtinge rflpotentiul borrowers en~ugcd in production, processirtg, murkcling u d  evpnrtin~ 
cfagricultural prcmPucts or are scrvicitig these industries that have rhe resource bare and skills 
to use a wide variety ofjlnancial services, including, bur not restricted to, lending. mese clienrs 
rend ro be  he mi& tier of agricu/turul bawd economic activities beyond the gcogruphical 
range of traditional banks or unserved by rradltional ha& for other rearoar. 

Chief amongst the reasons thod this segment of the market is unserved is rhad mcst would-be 
clients are Prst time borrowers and do not have fhe knowledge and skills to meet the 
requirements of banks for projects preparaion and, sometimw, even rudimentary accounting. 
Given AGROCX PIT& 's administrative support, its large invemnend in skilled manpoweP in the 
countryside, and its definition of its developmm mission, these borrowers can be brought into 
the Jnancial system. 

These borrowers are however by no criteria "subst4nQ4nd". In fact, quite the opposite is true. 
AGROC1 PITAL has found a niche mcarkct ckaracterdted by some well quaffled borrowrs. Om 
indication of the demand for crcditfivn W N  quu l~ed  borrowers is t h  AGROC1 P I T A  rejected 
far more requests for credit than it granted. Thc collareral, swn @r the w1w.s were marked 
to market by AGROC4PITALEs ~ ~ i a l  analysts, were in excess of 2W%. This coverage 
characterites both agroind~(~tn'al and farm loanr. While below the 30-350% that chrocrerizes 
commercial banks, all pmjects wre projected to generate smcient cash flow to repay the loans 
and other obligm'ons and still produce a net proJfr for the h m w e r .  It is this niche markt tha! 
will be the primary focus of AGROGIPITXL 's activities. 

13re agm-busim~s segment is expected to increase loan wlwn&s markedly over the next few 
years. % fann lending pmgram will cowinue md incwaje in absotute volume, although its 
percentage participation in the port$iotio will decline. AGROCtPITAL is committed to farm 
lending both as a pan of the development philosophy wtcicrlying the institution and because it 
is good business ifproperly con8ucted. When small and medium sizedanners are e_Hcient and 



I r t  llrc.rr cqirc3rrmtrtrncc..r, A(iR(JC.2l'l'X;41, nrusl grow lo rnFFt lhc rtsrdo (!/ ' it$ rn{~rkcr, 'Ilrc c'urrclnr 
(:winr(rrc is rlret tlrc rrtcrrkct ncctls crhnut $-A 7-7 rnillinr~ clfloufrs /9tr yerv rhi,~ yPrir am/ n ~r i ,w i t r~  
volwnct shcrcr@rr, At present, ir 1uch c~1pit(11 lo .rurtuin that ~ o i m e  I!~/CECII&NX. It i , ~  c;~rrmtly 
,vcckin~ un ddltianul $lQ nrilliorr iq/b.rtcn rf cupitul. 7l1Jn i r f i t l sm w ~ ~ i d  irr the I$V.?-IP95 
ppr iod he clcsrincd to u~riculrurd pr(x1uclion ($2.0 nrillion) hm( to u,qrolrtrl~irt dm ($8. O million). 

,IL(;KOCAPlTAi, is urulerlcrking u jhr  rtlnging $ ! d y  cfufrrrmive means lo c:qfnAl/~llzt udc~~uutrly 
lo trtcct the dernutdt in its niche market u d  to .rewe Its client prrprrlutiorn. Thlx capircllitcltion 
,vtr(JrcRy is divided n'rtto sc vcrclf d[fcrcnt ureckr of activity t htu art? hdn# rxp/orcd simuitun f our ly . 
17tc ultirnurc goul is m (:rule u projitable a~ricu~trrrar l~~unciul  servir:e irrstitrrlin~r thrrr ctlri prrrsue 
rurul hareti oppc~rfrrnities throughout Bolivia luanong she rier cf rural bared h~kvit~css not currently 
served by banking. llzcse capitulizutiorr optlonr inclrule; 

AGROCAPITAL unticipcrre,r seeking u bunk charter (hut 
will ycrmit the present foundation to own a bank an& su conduct all authodzed banking 
activities in Bolivias's ncral areas. ntcse activities will include savings, checking and 
orhcrJinrancia1 services, including leasing, bonded warehouse operation. factoring, loon 
syndications, foreign exchange, money tratqfers, and letters of credit, among others. 

Savings mobilizarion will have a unique feature in the casc of AGX'OCAPIT/II;. 
AGROCA PITAL has a signvcmt mral network whose primury purpose has been to 
supervise loans made by the Cmhabamba oflee. This jieM staf will &cort:e agents of 
the new bank and will be uuthsriwd to conduct simple Jnanciai activities, suck as 
deposit faking &perhaps even srnall s b n  tern loans, l?u will be compensated in part 
on a fee basis. 17ris is a novel "franchise " approach to extending bas ic f lm ia l  services 
to the smallest villages in Bolivia and to bringing all Bolivim inro thc nationalfinancial 
,setvices market. rite present spreads between active and p m i w  rats  are v t y  
arrrmtiw, especially in areas nor served by commernial bonks. 

m- AGROCQPITa will oferfee based services in rural areas. 
These include, bw am Lot limited to, those listed abroad. Through the rural miwork, 
AGROCIPITAL may also act as agents for insurets who in turn write insurance or bonds 
on bomwrs lives, g&, and fidelity. In addition, AGROCAP'FRL will ofer the 
utensive j l e h  st@ to orher jkancial i~stitutions, both to assist in the preparation of 
loan documents and ilv loan collections. The rural network will over time be convened 
porn salaried employees into a commissioned jorce t,'oar will be compensated based on 
producdon. In addition, AGROCAPITAL is studying the possibility - of - compensating its 



W ~ J :  Idaring i . ~  nrw Co lhc f~~ric'arlt~rcrf scclor aid A(IHOC,idPl~Arl, view ir ( r ~  
potcntiul profit scmlfr. I f t ~ d ~ r  f j  l r f~nk ln~ chnrtrr, AGKOCAC'iTrAII, WOUW ha (JUlf lO~./ l ;c{ l  

to  conduct l tcr f in~ c~(:tivitie.r. 77rr , h i d  of insrrre.r~ i,r c~(I~ccII~u~(II  nm:llin~ry ( 1 ~ 1  

i n ,  ,rl(;HOCAPlTA14 will seek oppotrrnt~iii~s at) Import nrachinsry (hut will 
suhsctlucwly hc lcused to its borro~wr.r rrr p ~ f l  rf t / ~ e  nverull Jnuncial g ~ ~ i ; k ~ ~ f i c  f t ~  
drlltton, when cupitul pem~it~r, it will cdrer flrrcmclol scrvice.~ to c,rtuh/i,shd impl~mr~nt 
clculcrs to pernit them to leuvc their pv~rd~ct,e to prodwn .  

F 3 j 4 ~ ~ T ~ U ~  &diviu bar - 
several agricuburul indutrties wJ14~se cornrxarutiw adva~uge w u l d  permit them lo exporu 
pdbttury prdwt.r 10 rcgionul mar!cef.r, and in some casw, ugrf *ulturad conmoclitics ro 
arul intcrrtuuianul market,s. Pincapple.r, b~mnutus, bra~lil nws, ~ n r l l c  und black pepptr, 
BFC s o m  cxantp1e.r. The growers Irrc3k both capital lo produce fur m9rk~o.r~ facilities to 
prmes,v the B P ~ U L ' I  a d  knowledge, Jnance, and connectiairs to aport, AGRQC",41DITAL 
 intend^ to toplor;t! she profltabillty of becoming involved in all flnancicrl rtcsnslmc:f/crrtx 
idlererot in eqmn uctivities. 

interesting ugticultura6 based projects wIwse cupital requirements far uceed itsjinancial 
capacity. ,Is a rtsult, AGROC'APflXL will expiore with other &Pliwim comePcial banks 
proJtcble opporrunities to originate these l o w  an& to syndicark them among the 
commercial banks. AC;I1IOCSIPb'I"AL would panlciparc in the loon un& generate a loan 
~ ~ c r n e n t  f i e  for rut~ning she book. In addition, some of the agmbusiness loans 
currently on the book muld k sohi to commercial bunks at t e r n  they w u l d  jnd  very 
attractive, as AGROCA PlZAIL meets the loan cadministrm'on costsfn,mr  other^^, thus 
reliq~dning AGR0Q;IIPITAL and yemittin8 it to coMnue its lending program at an 
undiminished rare. 

&lNT _I-&& Several projects have come ro the mention of AGROC1 PI TRL 
where the return is syePcie#ly more mraccjivt? tha  AGRCbCIPlXU could expect af a 
lenrter. I n  selected casw, subject 10 &Mnl oftirectots qppmval, AGROCIBITAL would 
like to p~nfcipate in the bwincss. HGWW~,  the new banking ~ W ' S  Article 51 prohibits 
the banhjknta owning shams in other than bankr and inrurancc companies. illre leasing 
pmvisdons in Anlcles 5S62 are b d l y  drawn so that AGROCAPrrAL could purchase 
the machinery and equipment and lease it to ttc company. %re an no provisions as 
PO whQI (1 Ieuse contm must conrain. Iljldrefln?, the lease contract c o d  specln a 
monthly rent, as well czs a panicipcuion in the p@t achieved through the utilization of 
the equipmvu. This activity is likely to bt combines with others such as loan 
syndication, as the capital requirements Q! thae ,omas rh/ S&Q g!f a 



tly wy of' r,rcuttlrlct, tlarrr (ire r,tc.rllrrrt rrplrnrlrtnilirs in ~jrivtrtizirr~ cr rnilk prtr.~ssirry( 
pl~rat, rr jitnili~m- plant, ptrrrltry p~'(~Ilrr'tion nntl pxl,crrt, c,rltrhiis)lin# ~ P N H ' C , T , F ~ I I X  ( J I I , ~  

markrtlnl( rornp~~nirc for r~xrir.rrltur,ll crportr rlwh ar i~~rttir~m~,r ant1 pinrr~pplrr i f ,  t k  
.vorrtlr~r K c'onr. Thc wirlr V(I rirry of (~~roccolo~ic~ul nr cq/ic,r ,/irrmtl in rltr Iloli vinn nropirq,r 
l~ntl rctnpcrrrrrr higlt vullryr, c.or4plrtl with inrxpetuivt c r d  rrhutukmr k~hor o@r utr 
olr1)ortrmity to rctcrllze a sub,rt~~crnticil rctturn on AI;HOCAIJI1;IL'.r .jbnti~. 

~ ~ 1 ~ ~ ~ ~ ~ ~ ~ W f l ~ ~ U ;  AC;NOC% tJ/TAIA is m i  vply 
,reckin~ to rtc#otiute whnlc.~c~l~ linw of' credit k)rh in the llollviun murker ulul in r k  
intcrnruional miirkcs. 7hcsc linrs of cr~dit would (11k)w AI;HOCAPliTAf, to cxpaml 
,y~ogruphicully ro cowr rEie cntirrr country ~ r u l  to meet the #rowing ~Qcmarul .firs 
o~ricultural crcdit, e.rpeciully fr i  agriblrrinuss, rlCiROCA PlTAL har ca unique stu'turc 
both in i f f  extcnrive field network urul in the admdnisrrativr! ,cuppat hmrr thrrr ubsorbs 
muny coirs that would rronnall)~ be charged ir~ainst tkc loun recoveries. Wirltir thc 
Jitrunciul con~trainrs (!fa naw imtitutbn, AGROCAPITAL i.t al.ro prypared to ullend c~td 
rnunuge louru for ciomesric and internurionul 1ender.v. 

W m n - m ; '  Bolivia is in the proccss of 
organizing a stock murket thal will initially trade debt inrt~unoents. AGROCAFITAL is 
considering buyin8 a seat on the rww rxchange, both as a memeanr of marketing its own 
debt, as well as serjing crs a markt ~naker for the debt uf some of the rural based 
businesses in which it participates either as a lender or as J cquioy partner. 

INCREASING AGROCA PI TAL 'S FINANCIAL STRENGTH I'HROUI8if BBRRO WING AAVQ 
EQUITY PAaTICIPA WON: 

As pan of the bootstrapping of the capital bare, AGROC'APITAL is seeking lines of credit and 
equity paniciparion for 10 million dollars disbursed over 3 years. It is /,repared to contract the 
loan a~ a reasonable spread over LIBOR. Tire use for the finds WOUM be primarily to expand 
the proJtable agriculturd, mi in particular agro-industry, lending in tblivia, as well as initiate 
profitable See-bared services for the rural communities. It is a p c t s d  that the fSuLr will he 
d r r m  down as required over 3 years and will be l e ~  at the prew'ling 16% intitrest rae. This 
rate however may risc owr tk term or the loan if market conditions permit. ,Idditional fee 
income may arise f i n s  charging for some of the assistance to bomwrs currently made 
crvailable pee of charge. 

Rtcognizing tha! AGROClPiTAL is a new institution and still unknown in insem'onal capital 
markets, AGROCIAPITAL is finher prepred to o&r lenders certain ent.4-s that will 
increase their spreacis. A pnofit share, &r reusonable a1lowwze.s for Odministrmive costs, 
would also be conridered. In certain cases, AGROG1Pl7AL wuld welcome the equity 
parricipation in the newly established bank by es~ubldshtd experienced and reliable -mrxners who 



brdn~  with ilfrtn IJ caornmirrn~nt w tlrr rrrrtll ,srr~or'tI~\~rCtr~)rnr.rrt p/ri/o.cl'rrlv/ry o f 'A( iKO(. '~ l~ I~21,  ,rrrtl 
14 k o n ~  t ~ r m  in vc.rrnrsnr /rot-/ son. 

A(7H0(,;ltJJTAL of"cr,~ l ~ n d ~ r . ~  frrd f ( / ~ l l y  pannrrs (1 srrenx tnclrrrr#pflPnt rc(mr h(l(-kmi hy slrr 
rp~o~r ( . *~ , t  U C I ~  &nowE~(l~c qf ACDl l~ncl r k ~  Amrriraun a#riculrur(il c7oi)percrrivt- crrJlr ntnvrrncnt 
IO nrontcXe Ole lounr. 771m)ry)lrflh thi,f orrpc~nimion ull tic und whir ,firmis J h m  IISAIfJ, 
AGKOCAI'JTAI, / t c ~ r  the ability to h r i n ~  in world clut.r consrrlting and mmJgfmcnt te/#ru to ttrlp 
with project design until impkm~fntation, ur wll rrs in prol~lenn solvin~. IN ruldirian, 
AGROCAPITAL, ha$ un cxreaeive rrcrwrk ofpmfe.r.~inrral In the mrui areas to fdc!nf[f)) project.r 
r ~ r u i  bring shtm m the u~etuinn c fmanu~c rnc~  a,$ well ur 10 r, ,supn~e Orsir impkn~ru~uion und 1 
inrerycncs lf required. 

Ihc maroa8rnlent and srq@' conrist cf un flputrlarc gctnrrral mna#er supplied by ACDI, rhr! 
overscas d~veinpmcnl ann of lhc I / .$ .  a#ricuituraf c o o ~ ~ c r ~ i v t ?  mwment,  ude7 contract lo 
USAJD. 7?1c Bolirtinn pn,$es.donal sfuf iv d~vi&d into severaI area.% "agropecrurfa " 
srrcricm  ha^ a manager, a regional agent and 7Jleld agctus. 73e agroindurrrial area is also 
mnnnerl by n manager and 6 profe.~.~ianal s~ofler~r,~. In acidition, support staff in thc centrcl oflce 
supp1ie.c general administrative services to the professioncnl ~taftrs. 


