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ExEmnmSUMMARY 

This rep* is an evaluation of the PL 480 Ti t le  I11 d l  farmer 

credit ~ogram in Bolivia. The p-, knwn as the ttTrust mitt u t i l i z e s  

private Bolivian banks ard cooperatives to channel loan d t s  to d l  ard 

mediumsized fanners, ard agroh3uskial  ard artisandl entexprises. Lcan 

rates are 13 percent annually in real dollar terms, of which 9 percent is 

med by the PL 480 program, 4 percent is the profit  spread for the credit 

institutions (kmm as Intem&hte Credit Institutions, o r  ICIs) , plus a 

me percent v~cclmmissionvg retained for a bad-debt pool. The T m s t  Fbdgg 

Program was initiated an a trial basis in December 1984 ard began f u l l  

q a a t i a n  the foll* year. Thrmqh 1987 the granted o r  a a m i t t e d  

amxnrt to a b u t  USS22 million. 

The 'Trust F b d I 1  Program is evaluated in three distinct -, 1) its 

insti+xtianai success, 2) its fiduciary integrity, ard 3') its bpct an 

credit recipients. Of these, the irstitutianal success is juiged to be the 

most relevant measure of the werall cmtributiun of the hragram to the 

Bolivian eamcxuy. 

A. InstitlltianalSuccess 

flrmmarY 

PL 480 Ti t le  111 ''Trust F'uriV1 credits are chawrelled thm@~ the 

Bolivian Treasurer General to the ICIs which, in turn, lenl them to several 

classes of recipients. Each ICI signs a Letter of Un3- c v t l i n i r l g  

the privileges ard responsibilities. Fbxbmmtally, the ICIs guarantee the 

loans (which are to be repaid to PL 480 a f t e r  five years) ard must conform 

to certain restrictions an loan allccatians (60 percent to small farmers, 40 

percerrt to other classes of borrowers, a small farmer being one who receives 

up to US$15,000) ard amunts (IMximum U S $ ~ O , O O O  w i t h m t  v i a l  app-). 



T h e I C I s a r e a l s o a s k e d t o m a i n t a i n s p e c i a l ~  . ,  
tive offices )awrwn as 

- 

Develcpmt Departments, which also a c h b k k r  agriai lbral  credits frosn the 

plblic sector. ale I 1 h - u s t  F u r d 1 I  Prcgram is achnvustered . . 
by the Office 

of the Executive Secretariat, a laqely irdependent gov- office. The 

Secretariat approves ard handles the furdls transfers, checks the regular 

reports fmn the ICIs and d t o r s  the recipients to determine i f  the 

credits are being used in accordance with the objectives of the PL 480 T i t l e  

111 project. ?hose objectives have been stated as to 'permit an 

number of nudl pm3xers to hmase their pm3udAan, productivity and 

iwaes thraqh better access to prahctian ard marketing credits. l1 Special 

attention is to be given to improving 'Ithe lives of che poorest Bolivian 

(bnclusims 

The ITrust r"Lndl' Program is a notable admhktmtive success in the 

sense that it pruvides an efficient means of channel- mts to a broad 

spectrum of the Bolivian agriailtmal sector. Stiplatians abart the 

dis t r ih t ian  of credits have been to. The primipal reasans for 

+Lhis success are 1) the m x d m  managerent flexibility granted to the ICIs, 

ard 2)  the effective aperation of the Executive Secretmiat as the 

. . a&uustmtive authority. The Executive Secmtariat, in turn, is effective 

because of its a) frrrn &sr Bdlivian gcrvenmnerrtal offices, b) 

-ly designed organizational -, an3 c) quality of the staff . 
W i t h  proper planning, these organizational attr- are transferable to 

other cour;tries. 

-tions 

ale- 
. . tion of the lWust Trust1* m"ogram, can be imprwed by 

instituting the fo l lac iq  practices: 



1) Streamline the transfer of Arnds f r a u  the Oentral Bank to the 

Trustt1 as a means of making credit availability more predictable. 

2)  Establish ccamnercial savirsgs accolnrts u d e r  the amtrol  of the 

Executive Secretariat in each ICI  as a means of ahhkter ing funds 

prior to their release to Seneficiaries. 

3 )  R a i s e  the interest rate on loans as a means of 1 imi tk . j  the need 

to allccate loans presently (January 1987) priced far helm mrket- 

clear- lwels. The need to apply this recommerdation may change a s  

carmnercial interest rates fluctuate over time. 

4 )  , Raise the spread for srdll loans to increase the attractiveness of 

l e d q  to s z a l  farmers. 

5) Devisesystemstorewardthemost~t iveICIsbychannel i .q  

larger amcxnrts of credits, or by irY=reasing the %preadl1 paid to these 

6) the field supxvisory staff of the Executive Semetariat. 

7) Enhance the data processing capability of the Executive 

secretariat. 

8) Eqkdsize  the aversight responsibility of the USADplivia 

Kissian, esp=ciA11y f ie ld  evaluation of credit recipients. 

Folla&q the hyperiflatian of 1984 the USAID produr=er credit program 

in i3olivia rwas essentially decapitalized, dl- with nu& of the remai-der 

of the Bolivian ecmcmy. That experieme mde prutectiq the real d u e  of 

the fun3 a very signif icarrt objective, one wfiich was largely achieved in 

1985 when loans were dendmted in dollar texns. fllbsequently, borxrrwers 

are required to repay loans adjusted for the official  dollar/peso m e  



rate. ?fie addition of this of valueut clause was  the mst 

significant change in the managarat of the @%ust Trusttt since its 

Conclusions 

W i t h  the denmimCc;icm of loans in dollars the major smrce of value 

erosion of the ltTrust F b d "  was eliminated. However, repayment ultimately 

depenls on the stability of, particularly, private Bolivian banks. ?fie 

bankbq system there is larqely unregulated so that the integrity of the 

system cannot be assumed. Redl value will also erode i f  the official  

e>rchange rate lags the internal inflation rate. Current indications are 

that the m e  rate hcrease is abcut ten percmtage points belw the 

inflation rate, as by the 61. Plus, sane real value loss can be 

in the j- of this hestigator. Default rates to banks for 

Flxdtt loans are lw, w i t h i n  the one percent set-aside pool, but the- 

newness of the program does nut permit a firm cmclusian on that  point. 

Reamexhtians 

1) Raise hterest rates as a means of ampensating for the apparent 

ercsim in WE real value of the 'Trust -,@@ 

2)  Give high priority to exis tbq  plans to audit private Bolivian 

- 1  

3)  D i s k u s e  @Trust Trusttt cr&itS the g ~ i ~ t e  Bolivhn 

banking sectar so as t o  minimize the loss should a bank failure occur. 

C. Inrq?acts an Credit Recipients 

Summary 

Presently, capital shortage is a, i f  nut the, major b p l h e n t  t o  the 

expansion of the agricultural sector in Bolivia. Credit is mquhd 

thmqhmt the sector, lart perhaps most urgently Sy d u r n  sized farms ard 



irrprt/prccessbq irdustries which are not sufficiently profitable to bornaw 

at m i a l  rates (presently (January 1987) 6 percent per mnth in pesos, 

90 days maximum duration, subject to m e ) .  

The brief duration of the Program, mined w i t h  the limited anwnt of 

current data ard detailed agronamic studies, make it very difficult to draw 

any firm canclusians about the proctuction impact of the ttTnast Mtt 

credits. Inorderto state~succinctlywhat canbedetamind, it is 

helpful to describe the inpacts seprately on a) agro- ard 

artisanal enterprises, b) dumsized farms, ard c) d l  fanus. 

Conclusions 

midudrid and Artisanal Entetp- ises  

W srmzp is especially credit-limited so that reasarably-wiced 

d t s  appear to pruvi.de nyjor assistance. However, a detailed evaluation 

of the Bolivian inprt ard processirq/distrihtion sectors is re@md before 

the credits can be allocdted optimally. ?he a r thma l  sector is prly 

defined, makirrg allocations to that grolq, highly arbitrary. 

Medimsized Farms 

?his g r m p  --its directly frcan the availability of cxedits, 

especially medium-tenn invesbmmt medits (five years) . Dmmmthg the 

ammnt of protfuctian rr?spanse fraan loans to this grcup c m l d  be acccarp.1- 

largely frm d e w  of loan a~plications -y an file, but was not 

attempt& due to the time limitatians of this review. 

SrraLl Fanns 

Very little 1iteratz.m exists on the sources ard uses of credit by 

small (caqesino) f- in Bolivia. Thus, it was not possible to 

determine if the I t T r u s t  mtt &ts wem a sole saurce or 

supplement@lsupplanted other credits, especially tbse frcan informal 



xxzroes (e. g. , dealers ard in@ mliers) . In general, studies of the 

productive inp#cts of small farm loans have been f and  to be highly costly, 

i f  not b p s s i b l e  altoqether. Based an field irrtervier(rs w i t h  famzrs ard 

coop ~ersamd, it w a s  not clear that farmers w i t h  access to lTrust - I1  

credits ope.rated differently frrnn ather area farmers, implying that  credits 

were substituted for hi- ones. It was further tentatively cmcluded 

that techr!;icdl ass- is required i f  small farmers are to make efficient 

use of &ts for pxduction costs. High borrowing costs beycad 

interest changes likely inhibit interest in these loans by individual small 

farmers 0- 

Recarmnerdations 

1) A stu3y of the Bolivian inplt ard pr##ssins/distrihtian sectors 

i s ~ a s a g u l i d e t o a l l o c a ~ l m ~ t o e n h a n c e ~  

eff ic isxy of these systems, 

2)  USAID/Bolivia needs to define the lxlrposes of loans to artisanal 

-rises as a of imprmvirq loan allocation, 

3 )  Bank m r d s  should be reviewed as a first -tian of the 

p r d x t i o n  met of medimesized farm loans, 

4) A review of the Bolivian agricultural ecanrrmy w i l l  assist in the 

prioritization of the W r s  to e v e  medium sized farm loans, 

5) Pie of canpsino credit need to be doamrented befare the 

role of !Trust Trust1' loans can be urderstaod, 

6) Alternative means of exterding technicdl informatian, such as 

using local demndration farras m o r  input suppliers or rural bank 

branch off ices, must be identified ard tested. 

7) ?fie spread for loans to d l  f- must be hcmas& i i i  



recqnition of the high m t i v e  COStS and risks involved in 

len3iI-g to this gmq. 

8) B o m h q  costs to small famers need to be r&uced to make these 

m m h h r e &  loans attractive, d i n e d  w i t h  an -is an al l -  

f lexibil i ty in loan -tion to meet the changing credit needs of 

S Z d J .  borruwers. 

D. Major Issues 

Causes of s u m s  

Success of the P r q m m  can be attributed principdlly t o  the followhq 

factars :. 

1) Major credit needs of the Bolivian agricultural %-tor a t  this 

time. 

2) Principal -is an market forces, rather than regulation, to 

q i d e  +& activit ies of the IUs. 

3)  ?he careful stm&mbq and efficierrt -tian of the largely 

. . a&um&mtive bcdy, the Ekeative SeQ-etariat. 

Majar Limiting Fa- 

The follwing are j w e d  to dxnmsh 
. a ,  the "'mlst TrustII P m p a  axall 

achieving its full potential: 

1) IrregularArru]ldisbursemerrts=roontheCerrtralBank. 

2) Oversight required to maintain a reasomble loan rate 

ircml the ICIs. 

3)  Interest rates a r e  set tco f a r  belaw c m p t i t i v e  levels, creating 

allocative canpldties. 

4) ICIs are under-rewarded for d l  loans,, l imi thg  the hpct of 

the Program on that sector. 

v i i  



5 )  Loans to d l  prPttucers require a d d i t i d  flexibility an3 
- 

technical services to make them M t i v e  with informal saurces an3 

fully productive. 

viii 



I. mmcrION 

T h i s  paper provides an external review of a small producer credit 

program in Bolivia. The program, in effect since 1984, is supported by 

wheat sales under two successive PL 480 agreemnts, 1978 ard 1985, between 

the gwvemmmts of Bolivia ard the United States. ?he credits involved are 

lent  by private banks ard other credit inst i tut ions for a five-year period 

after which the principal, plus interest, is retunel by the banks to the 

carrtrol of the Bolivian PL 480 Program office to be re-lent. Thus the funds 

establish a perpetual credit source. This has led to the Program be- 

)amwn, b Bolivia, as the llTrust Rnd.I1 That t i t l e  distinguishes it frnm 

other m o m  credit programs ard is used thmqhmt this rep*. Formally, 

the "Trust Program mists of three related projects: 

1) 11Agmh3utrial Credits to Small ard Medium Enterprises, 

2) l l S t m q t ! ' ! '  of Producerst A ~ s o c i a t i o n s , ~ ~  ard 3)  "Small Farmer 

Agricultural ard Livestock Rduction ard Marketing Credit. 111 

A. Cbjectives of the Review 

?he stated objective of the ttTrust Furdtl Program is to establish PL 480 

Ti t le  111 Ands as a credit source for d l  ard mdium size f a n s  ard 

related smallscale agricultural Ldustries. Vnder t h i s  private 

banks as of 1984 are used as a of distributirrg ard a&mm&er . . insthe 

~ t . ~  lhisistobecarriedcutunderthegeneralreqhmmtthat~ 

be used to I t . .  .improve the lives of the poorest Bolivian people.. .l13 

lllmject Paper Irdex for the PL 480 Ti t le  111 Food for Development 
Program.'1 Fall 1985, p. 60. 

2pra?rama Ampliado de Credito a Fequenos Agricultores. Fardcs en 
Fidei&, Informe de Evaluation, La Paz, June 1985, p. 18. 

3Agreemnt between the government of the USA ard the Government of 
Bolivia for Sale of Agricultural Comniitie, April 9,  1986, p. 20. 
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?his objective W i b e s  the general purpose of the extension of 

agricultural ard related credit in a country which has been described as 

credit deficient. Emever,  it prwides only a very gerieral basis on which 

to aaluate a ccnrrplex, ongoing program. 

The difficulty of the aaluation is increased by the newness cf the 

project, which dates but from the end of 1984. To prwide wre specific 

objectives for the review, the llTrust ?3xdN Program is adluated in three 
. , - spheres: 

1. , Institutional success-the efficiency with which the credits are 

k&q disbursed by private Bolivian banks ard other private sector 

institutions opera* w i t h i n  the guideline. of the Prqram. Also 

cansidered are the reasons for that success ard transferabili* to USAID 

Missions in other mtries. 

'Ihe current views an credit programs in developing cuuntries identify 

the functianirq of the credit agencies--what is referred to here as 

institutional success-as the most appropriate - for evaluatiq credit 
p-. izs Adams ard Graham write in their miew article, T3xause the 

farm-household mcts of loans are so difficult to w, the new views 

hold that the pesfommce ard vitali* of 'Lhe 1- ard the uverall [rural 

financial markets] may be the rnost useful measures of the - or failure 
of a csedit prqram. 114 

2 .  Fiduciary success-the degree to whicl the P m g m m  ozrpnization 

ard a d m h k t m t i o n  is capable of preserving the intsgriw of the furds 

during a period of angoing econmic transition in Bolivia w i t h  its threat of 

the resuzyence of the hyperinflation of earlier in the decade, ard 

4 ~ . ~ .  Adants ard D.H. Graham, I1A Critique of Traditional Agridturdl 
Credit ?mjects ard Policies. It J. Deveimment Econ, 8 (1981) : 347-366, p. 
355. 



3 .  Procfuction --the degree to wlzich the Program has actually 

benefited the w e t  gruups in enhancing their standards of livh-g. 

The m t  of information available on the third objective is quite 

l i m i t e d  a t  this early date in the I 1 T r u s t  FurdIt Program operation. 

B. Information Collection Procectures 

T h i s  program review w a s  coxluted by Dr. William Lesser, Associate 

Professor, De-t of Agricultural Econumirc, Cornell University, 

amtract to the Intexnational Fccd Policy Institute (IF'PRI) . 
A s s i s t k g  in the review w e r e  Lic. Oswaldo Vega, PI, 480 Prcgram Assistant, 

USAm/Bolivia, and Lic. A l b e r b  Gonzales, Technician, Office of the PI, 480 

Esreartive Secretariat. 

Three weeks of field analysis (January 3-22, 1987) were carried art. 

I3xh-g t h a t  period the fo1lmb-g institutions and individuals w e r e  

inC.pzewed a d  infonnatiwdata collected (in a m t e  chronologicdl 

order). These v i s i t s  included the major prcduch-g regions of La Paz 

(Altiplarso) , valley areas (Cochabamba) ard tropics (Santa Cruz) : 

USAD/Eolivia Mission 

Vnidad de Amlisis de Politicas Econamicas 

Cerrtral Barik of Bolivia 

Unidad -ticia y Financiers La Paz 

~ d e c r e d i t o O n u r , - L a m  

F-cicn Yacicrd dz Cmpentivas 6e A.'G,T=, y Creditc da &livid 

(FENACRE) - La Paz Office 

-tin de Ahorro y Credit0 ttSoratalt (President, Secretary and 

B m  l a  Union - Cochabamba 

Dairy mcers Association - Cochabamba 
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- Cochabamba Hea- (Manger, President ard Staff) 

Recipient - medim size farm in Cochabamba area 

Integrated Cooperative - tfCochabambalt (Manager, President ard 

-1 

BaM=o Hipatecario - Santa Cruz 

de l a  Union - Santa Cruz 
O i l  se& ard wheat pmdwsrs &sock&ion - S- Cruz 

Banco de Oruru 

- Santa Cruz Developrent Corporation 

Recipient - broiler operation, Santa Cruz 

Recipient - hog f-irq anl f h k h h g  aperation, santa ~ r u z  

-tin ffSarrta Cruz Nortew 

Banco Irxbstrial, Santa cruz office 

Prmasor - Corn ard Soxjhm Gmaerst Association - Santa Cruz 

Barxx, D x b t r i a l ,  Santa Cruz office 

. O E K K E W O F A G R I ~ A N D ~ ~ C R E D I T I N B O ~  

me rxupose of this section is to p m i &  Sac- f m n  which 

the PL 480 'Trust mff credit account may be evaluated. Secondary 

statistics are used where available, but in Bolivia such data are generally 

sketchy, sanewhat c a t  of date ard, a- to marry who are JQYlWledgeable 

abaR their aanpilatian, of w a n a b l e  accuracy. In other cases estimates 

of ? m m 1 ~ & 2 l e  L e ~ i - s  zre *&. Pu, in all insC- the materid 

presented here skould be interpret& with scrme allclwance for  error. 



5 

A. ~mkction by -ion and crops5 

In the broadest terms, Bolivian agriculture is m p e d  of three 
. . dxstmct ecological regions: the Altiplano, the Lntenmcrntain Valleys, anl 

Tropical Plains. F'mm the Altiplam came mtly traditional crops such as 

potam,  barley, quina, brwd beans, anl a little a t .  Othemise 

unusable areas are grazed by sheep arvl cattle, with donkeys often maintained 

for transportation anl traction. However, plats are typically small anl 

often steeply slaped, limiting cultivation to h .  labor. The farmers in 

t!! am=as are typically llcampesinosll who received lanl grants dm- the 

agrarian reform of 1952-1953. Severdl coaperatives, however, lnaintain 

cmmmal lanl which is f d  jointly. The Altiplano includes large 

portions of the Departments of La Paz, Oruro anl Potosi. 

PE lower elmCLons of L5.e Li~temmntain Valleys allow the proctuction 

of sud~ crops as corn, wheat, potatoes, arvl vegetables. Farms are mall 

(mini-furdio) to medium size. Major valleys are found in the Department of 

Cochabamba, Cbqubaca, Tarija arvl Santa Cruz. The findl ecological area, 

the Tmpicai Plains, is the agricultural frontier. Several Departments, 

especially Santa Cruz arr;t Tarija, are ncderately intensively farmed, 

mhq sudl crqs as cattnn, sugar cane, soybeans, c m n ,  rice, and fruits 

and vegetables. Of these only sugar, a d  sane coffee, is to any 

degree. Livestock mist of poultry anl dairy. Beni rermains largely 

unsettled with extensive grazbq predominating. A very l A + A  

transprtation system necessitates air shi- of live cattle, a costly anl 

limiting process. Farm sizes range from snall to extremely large. ~ i k e  any 

%.is mbsection draws heavily on D.R. Jackson, "Private Agricultural 
Associations Project Proposdl," Findl Draft, 5/8/86, section 111. 
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tropical area, so i l  f e r t i l i t y  varies ard good management practices are often 

required to maintain viable prxdwtion. 

Agricultare provides an estimated 20 percent of gross national proctuct. 

Haever, recerrt statistics shw considerable annual variabil i ty in bath 

areas planted ard yields (Table 1). The reasons for this variation, aside 

fmm annual incansistencies i n  data, are not entirely clear. 

B. FarmMrmbersby~ype6 

Data on farm makers are limited ard nust  be inferred f m  the 1976 

census, -the most recent available. Overall, a g r i d t u r e  is estimated to 

prwide 47 percent of the employrent in Bolivia. 

Abaut 48 percent of the population, o r  - 2,800,000 irdividuals, are 

cansidered to be campesinos. With an average family size of six, that 

translates into about 500,000 campesino farms. These are located generally 

in the relatively densely populated Altiplano. Other info- estimates 

have placed the number of r;lmt""ino fams a t  750,000. Mcst of the 

of staple foods in Bolivia is derived f rm these small farms. 

Recerrt improvements in t ransprta t ion have al lwed campesixo famers to  

increase the marketable parties of their cmp, but pxdwtion by-anl-larye 

remains traditianal ard near rmbsistence. 

?he s e a m i  lamest ca-ory of farrrrers is the ntColmos, It or lowlard 

settlers. ?he coloms are migrants into the val ley areas of Ia m, 
Cot-, Tari:a and Sar.+a m. L? 1985 about w- of the 

estimated 130,000 calm famers migrated unler their m init iat ive.  The 

remainder reqmled to government incentives which continue as unemployed 

miners are resettled in agricultural areas. The colanos are a mixed grarp 

of farmers wing frrrm near-subsistence to lary-e pmducers. 

R. Jackson, kt. , ttSocial Samlness  Annex. I t  



Areas Planted and Pr&uct i~n f o r  Selected Agricultural Products, 

By I k ~ t ,  1982 and 1933 

Hectares Prcduction tMT1 Hectares Prcduction MTl 

03IW 
Total - 257,780 449,605 260,844 337,190 
I a P a z  12,580 17,130 19,712 14,954 
Qchabamba 74,040 95,570 44,168 45,352 
SantaQ-uz 79,000 135,800 66,908 133,563 

SUGARCANE 
Total 72,920 3,300,630 66,599 2,648,540 
I a P a z  100 1,200 3 16  2,845 

0 0 0 0 
Santcd Cru 61,010 2,337,250 55,449 2,072,5l.5 

SOYA BEANS 
Totdl 48,750 86,305 33,137 51,852 
L a P a z  0 0 0 0 
Cochabamba 0 0 0 0 
SantaCruz 41,070 78,450 25,99'7 40,035 

Source: Mhkter io  de Afllntos CampesinoS y -is, Departamento de 
U&cdcas, ""Zstdio de Pronostico Zqqeamrio 1984," March 1984, pages 
B-1 to B-15. 
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A f inal  classification of farms may be temed cxlmmercial, often 

ahsentee, prcducas. P.e.se operations concentrate on m t m d i t i a r a l  crops 

sue!! as vegetables ard livestock. Farms are lccated near tam ard cities 

in the eastern lowlards. Mrmbers are estimated to be small, h t  the 

influence of this g m u p  on agricultural policy ard related matters i s  

described as being much mt of proportion to their numbers. 

C. Pmducer AssociatLars 

Thmqh ane or  several channels, both gav-tal a .  private, most 

Bolivian- fanwrs appear to be organized into groups in one fashion or  

another. A t  the private lwel, all groupings may be described as p- 

associations. Of the estimCcsd 300 such associations in operation in 1986, 

they may be classif ied into four types:' 

1. Agrarian Refom 

'Phese associations were established i n  canjunctian w i t h  the agrarian 

reform of the early 1950s ard continue to provide a l q e l y  pol i t ica l  

1 .  No services are prwided. 

'~ased an an interview w i t h  ~ o q e  Bomdona, dimcbr of the 
USAID/Boliviaprqject t0 &mqthenproduserst associations. Jacksan, 
I1Sccial IndexN OJ cit  . , provides a slightly different 
dass i f icat icn:  

irX;iL i i7v'EL 
A) Fzmxrst Unicrs - Oliiest! mst  widespread  ard v a h b l e .  F o y d  in 
v k t u l l y  wery Nlral wmmuruty. 
B) Cooperatives - Second mst numerous, var.iable in ac t iv i t i es  ard 
type of membership. Average 30-60 members. 
C) Prcducer Federations - Campulsory xrembership, often involved in 
price nqa t ia t ion ,  or  where prices are r a t  fix&, with social services. 
D) Rducer  Associations - N e w e s t  type w i t h  Strong service 
orientation, often for  a single d t y / r e g i o n .  
REGIONAL LEVEL 

3rese are fedent iors  of p-bar,-lwel groups established to 
exploit s ize  e c o d e s .  
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2. cmpemtives 

?he fonns and functions of cooperatives vary. Most appear d l  w i t h  

limited capital and technicdl capability. Hwwer, three or  f a r  

ccaperative federati- exist which irdividually cantdin considerable 

resources. FDGLCRE (Federation Naciordl de Cwperativas de Ahom y 

-to de Bolivia) , ar~e of the larger, represents about 200 assmiat& 

c a p m t i v e s .  There is, of course, considerable variabil i ty m n g  the 

in=iividual federated gruups. 

3. , Prducer Asscciations 

?hese are varied in size and function. While the tutal number is 

unlascrwn (a ce2lflls is presently urdemay), the 32 west are regianal 

in focus. A rnrmber represent irdividml craps (e.g., Association de 

Productores de Papa en c&zhmba) while others are federations of 

asscciatians (e.g. Camara -i.a del Oriente, Santa (3ruz). The  

largest of these provide &t and technicdl services as w e l l  as 

mpthte / labby with p r i m  and govexmmtd gmups. Memhr&ip seenrs 

associated w i t h  the newer lards and with larger farms. Santa Cruz , for 

example, has about 80 m t  of prcdwers hived in associations, 

while only 10 percent of faxmxs in La Paz are so organized. 

4. ~ F e d e r a t i a n s  

Fdemtions W t e d  prices for select a m m d i t i e s  when c u m m d i t y  

..,4 -a *d= fM 3 1  gcc.e~rei,t. Ihey are lMtsci in number. 

Regiarally, the agricultural sector is rep- through DDCs 

( B t a l  Devel-t ~orporations) , one per Deparbmt. Formdlly, 

producer organizations (including those described above) are Directors of 

these m. Alang with ather Directors representing g m u p  as diver- as 

~ve r s i t i e s  and i&ustries, the p & ~ c e r 4 k e & d ~  are ~~w~ in 



10 

develcprmt plans a t  the Division lwel by relay- cancerns and interests 

ta the President of the DDC. The DDCs constitute the principal regional 

develqment structure an3 control funds from the federal gw- and f m m  

-ties -ived frum such cammodities as tin, oil and ~tural gas. 

li; a less organized fashion, prcducer gnnq3s lobby the federal 

gwex'mmt, especially the Ministry of miculture, an3 the Central Bank an3 

A g r i d t u r a l  Bank. 

D. Scrurces of Agricultural C r e d i t  

Agricultural credit i n  Bolivia is a wmplex subject, mde more 

di f f icu l t  ta wderbxl a by the general lack of consolidated data. In 

general, the =]or source of credit is the Central Bank, w i t h  the PL 480 

'Wust  Fsd" acccxlnt prwiding important but, nevertheless, relat ively small 

-1- m t s .  The best a d a b l e  estimate of annual aqyrqate  

agricultural credit reqdrmmts is US$208 milliorn, alttrcRligh the irrethod used. 

for  c a p t h g  tixis figure is uncertain. However, since it wasmade by a 

pblic bank, which is )aw;rwn for  a cammercia.1-agriculture bias, it prabably 

dces m reflect  Lhe ne&ls of m a l l  farmers. 

Cerrtral Bank credits 

In  1985 the Central Bank of Bolivia prwided US$127,710,567 in 

developent credits ( p r e l h b a r y  figures). Of that amxznt, 93 percent 

(U5$93,893,389) went ta agriculture, a d  less than ane percent went ta so- 

called artisanal projects . ,911 l w ~ s  are for a  PAT or  less. &=idh4 

credits are channelled in several ways, including thxuugh the Agricultural 

. . 
Bank, whichmakes direct loans, an3 t h r o q h p r i M t e b a n k s w h i c h ~  

the d t s ,  much in the same fashion as the  trust credits (see IV 

belm) . Intered rates for  these credits as established by the Bank 

is preserrtly 13 wt. The &ts are denami~ted i?I dollars so the 



interest is in real dollar terms (a 10 wt inflatian of the peso against 

the dollar is projected for 1987--during 1986 the xate was about 25 

percerrt) . aLis interest rate is substantially below cmm=rcial loan rates. 

The Central Bank reqires participtbq private banks to contribute 20 

percent of their own capital for these loans. However, as the mardated rate 

(13 percent annual) is so far  below ammrcial  rates (six percent m y  in 

January 1987) , it is unlikely that request is actually hplemented. 

m-l 480 Credits 

IXlr-irq 1984-1986 the PL 480 Tit le I11 "Trust W 1 I  programs provided 

USS13.2 million in credits to the agricultural sector a r d  related 

enterprises (Table 2)  : 

TABLE 2 

Trust Fund Credit Dm--, 1984-86 

Disbursed 
D i s b u r s *  1984-85 1985-86 
Institutian (pi lot  Program) 

Banks 1.9 7.7 
coopemtives - 3.6 

Scarce: Execcrtive -tariat and Agreement between the Gaemmmt of the 
U.S .A. and the Govemmmt of Bolivia for the Sale of Agricultural 
rammrdities, April 9, 1986. 

Bus, i n 1 9 8 6 t h e 1 1 T r u s t F ' u n d 1 1 c r e d i t p r o g r a m ~ t o a b c r u t t e n p e r c e n t  

of the credit disbursed by the Central Eank. 

International Development Bank 

The Intematimal Development Bank has carmnitted, an a ane-time basis, 

USS100 million for agriculturdl credit. These furds are to be distrursed 

duriq 1987 througfi the Central Bank. 



Other Scrurces 

A number of other gov-ts, including Switzerland, Holland and the 

Eurapean w c  b m m n i t y ,  pruvide agricultural assistance to Bolivian 

farrmers. Hmwer, the best available information suggests that the aid is 

generally an a project basis and does not include pruvision of credit. 

Small farmrs normally have a range of informal csedit sources, 

inclw dealers anl suppliers. As a rule, banks do not make agricultural 

loans to farms of any size. 

111. AGRICUUURAL CREDIT PRER?NS UNDER THE 1978-84 PL 480 TITLE I11 

PFaxmM 

In May 1978, the U.S. and Bolivian governmnts entered w i t h  the first 

Title 111 program ever established, a USS75 million, five-yw (1979-83) 

canmi=. P i s  secticn ?mi& a brief m i e w  of the agricultural 

credit portion of that program as an assist to the w 3 e r s t a d . q  of the 

subxpnt (1984) agreements. The initial program was by the 

mid-1980 c a p  of Garcia Meza. Arnong the results of that coup was a free2ir-g 

of "Lhe capital a&ances, ard a buildup of the e d c  pressure which 

calmhated in the hyperinflation of 1984. Given these factors it is 

canvenient to describe the agricultural credit project as pre- and post- 

1981. Plat period also correspords to the t h i n g  of two external rwiews 

which m e  as the basis for this subsection.8 

8 ~ . ~ .  Hatch et al., I1An Evaluation of the Bolivian Food for Dwel- 
m-Ogram: Its Institutional Performance ard Dpct on Farmers, 1979-1981.91 
Rural Development SerJice, NY, March 31, 1982. 

J. K. Hatch et a1 . , ItSecox%i External Evaluation of the Bolivian Food for 
Developnent ?mgam: Its Institutional Performance anti Impact on Farmers.tt 
M Development Service, NY, July 12, 1984. 



A. Wt Programs 1979-81 

The initial agreement call& for the allocation of US$15 milliun wer 

five years (1979-83) for the -ed Agricultural Credit to Small Farmers 

Program. The basic objective of that  program was that  of the present o m ,  

the provision of credits to finance small far;ners, especially the &lest 

ones. m e r ,  because the conduit of funds w a s ,  a t  the time, the 

Agricultural Bank of b l i v i a ,  there was a strong interest in making tha t  

institutiun m r e  responsive to the needs of small farmers. Thus, as 
a a --objectives, the project r q u k e d :  1) a quickening of the t h  

required to dishrse fun%, and 2)  an econamical admhktmtive plan. 

?he pmcedue Aitoptnrl was to grant the Agriculture Bank's 83 f ie ld  

offices authority to grant loans. W t l y ,  many loans were  IPade un the 

spot wiLh the ass*- of an Iteligibility .ma,mal." LEUIS b-ere grarrted a t  

an annual interest rate of 13 percent, ~csent ia l lyk6thout  collateral in 

most instaru=es. In a related prcgram, a trial crop inamnce project was 

devised. Bis small program (target number of policies to be written was 

1,650) was, in part ,  intended. t o  provide bomers w i t h  a means of r e p a w  

in case of significant crop failure. To be eligible for the hsurame 

Kogram, p- - reqh-ed to adopt acfvance pmiiuction me-. 

By the cut off date in August 1980, total loan disbursemerrts amumted 

to m3.67 milliun ($4 million including repayments) w i t h  an a d d i t i d  $1 

million czpitalization of th.e i?su~ame T h i s  capital wzs transferred 

into 1,278 loans averaging nearly $2,000 each a t  the (then) pramiling 

m e  rate. Average loan length was 4.4 years so that  lllost loans were of 

the l q e r  term (5 year) inves+mPnt credits as opposed to the 18-nrmth ~ 9 p  

loans. In i t i a l  participants in the insurance p r q m n  m t e d  to but 100. 
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With t h i s  program marking the f i r s t  time sndl.l farmers wer received 

Q-edits froan the A g r i a t u r a l  W, the loan in i t ia l  default rate of 1.8 

percent (8 percent for three related credit lines), and the rapid 

d b h r s a m t - 1 4  days or  less--the program wasn judged an averwhelming 

institutional success. Interviewed beneficiaries further a t t e s d  to 

impruvemmts in the i r  standard of living as a result of the credits made 

available. 

B. Credit Programs 1982-84 

FoUcrwing the initial suspension of sqqmrt, the PL 480 budge- 

w r t  was again hbmqked in 1982-83 due to -t pol i t ica l  

ccn~ideratians. IAus, wen th- the original agreement was extended for  

an year (un t i l  1984), the *tal under the small 

farm csedit prcgram m t e d  to only same USS6.5 million of the planned 

US$17 million. 

Several additional wents occurred which changed the program fra  its 

initial plm.  In 1982-83 severe flooding created great hardship, especially 

am3ng small farmers. Ln respnse, several emergency credit p r o g j s  were 

establi&& uskg PL 480 T i t l e  I11 funds. These programs were established 

very rapidly an=i met a t  leas t  same of the desperate needs of smll farmers 

for  crop p m 3 u c t . i ~  capital. 

More significant to the long-term viabi l i ty  of the @ * T r u s t  F b r d * I  accumt 

bas LLie e r ~ m m s  devaluation of the peso which rxcwrred in 1984. On April 

12 of that year the value of the peso f e l l  from 500 to abmt 2,000 per U.S. 

dollar. This had a devastating effect  on the  value of the capitalization of 

the small farmer account and that of the amp insurance program. MoreCNer, 

creditors were paying l a q e  negative real interest rates. With inflation 

possibly as high as 2,000, whi le  prcgr~m borrawers; were c f ' +  but 33-43 



percent, the daaluation of the capital of the project continued. Bonuwers 

could further erhance returns on the borrmed furds by 1- them for 

short periods. Thus, it seems likely sane of the capital was diverted away 

fram agriculture into other uses. The crop insurance program essentially 

col laped due to the decline in the capitalization. 

Overall m n s e  to the small fanner credit prqmm remained very 

positive, but the  decapitalization of the initial disbursanent ccanbined w i t h  

the very kgh - . . t ive  costs of channeling funds through the 

Agricultyral Barik called for a different approach. The program established 

as part of the secaxi five-year agreement resporded to these needs. 

IV. ~~~ CREDIT PKGIWE UNDER THE 1985-88 FJL 480 TITIE 111 PWX;RAM 

I n  recognition of the  general weak perfo- ard high aChmstm . . 
t ive  

costs of Bolivian public sector institutions, ard the Agricultural Bank in 

particular, a secord channel for disbursing and a & b k t e r i q  credits was 

required. T h i s  combit was, urder the second (1985-88) FJL 480 Ti t le  111 

Program, to be private sector institutions, o r  Inbm&iate Wt 

Institutions (ICI) . The ICIs consist p r imr i ly  of banks, but include 

several laryer credit cooperatives such as FENACRE (see section 11). As the 

performano= of these institutions in this capacity was largely unknum, the 

1985 FJL 480 T i t l e  I11 agreement contained two significant nrodifications to 

the small farm credit prcgram: 1) the s-q of the ICIs was 

established zs a c i i s t i r r t  s & - - ~ ~ j e c t > ~ e ~ ,  axl 2)  +,'re -fie3 -,- w a s  

f i r s t  tested as an experiment i n  December 1984-Nwenhr 1985. Before 

examhhg the  q e c i f i c  act iv i t ies  wder th is  new program, it is helpful to  
. a 

review the admuudmtive system through which it oprates. For our 

g~roject Paper Index for the PL 480 T i t l e  I11 Food For D e v e l m t  
w, Fall 1985, p. 4 3 .  
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plrpose, the snail f- credit p r q m s ,  ard similar programs for medium- 

sized farmers ard agmbdustzial enterprises, shall henceforth be referred 

to by the colloquial nzme employed in Bolivia, the m . I 1  

A*  Program - a .  

ti- 

The PL 480 Title I11 -Program, of which the Vrust EurW canstitutes but 

several irdividual projects, is unler three dktinct lwels: 

. , m m t i v e ,  aperative ard a&um&rative. lo The Joint Corrrmission for Ehual 

Developrent (JCRD), the representative body of the gwernment of Bolivia, 

ard USAID/Bolivia, the r e p m t a t i v e  of the gwenrment of t t i i  United 

States, m i n e  to Ailfi l l  the mrrrrative responsibility, that  of 

establishkg general guidelines for the total PL 480 Tit le  I11 Program. 

Cprative tasks, principally those of project evaluation, are the 

r eqms ib i l i ty  of the PL 480 Tit le  111 Dreartive Secretariat. ?he 

Seaetariat, a legal, deentmlized ba?y of the government of Bolivia, has 

the authirity to make amtracts. It is werseen in this role by the 

USAID/Bolivia Mission, which m i s e s  financial appruval wer irdividual 

projects. Finally, WE d n h t r a t i v e  task-that of d t o r -  projedcs- 

rests also w i t h  the Secr&aris.t. Financial cantrol is the ultimate 

respansibility of the Departrrrent of Pmject Coordination ard Cohtrol (DPCC) , 

a specialized agency of the Ministsy of Finance. 

PL 480 Becutive Secretariat 

O f  L'Iese institutions, the Executive Secretariat is the ~tlost unique, 

ard central, ard mquires further attention. ?he Secretariat was 

established as part of Food for Dwelopment Agreaent signed May 31, 1978. 

In addition to the USAlD/Bolivia Mission ard the D m ,  the Secretariat is 

l%rm a June 4,  1986 letter by Rr.  David L. Jessee, USAID/Bolivia 
Missicn, to I&. Julia Omxj Slodk, Bureau for Food for Peace ard Voluntary 
Rssistan=e, Amp-. 



mnitored annually by the JCRD. Hcwever, accord* to Secretariat 

personnel, frequent personnel changes on the JCRD has made it a largely 

ineffective body as rqards the specific activit ies of the Secretariat. 

I-, individuals both inside ard outside the Secretariat ts  office have 

credited its effectiveness to its largely autonamls position. Considering 

the -tian of other Bolivian public sector institutions for inefficiency 

ard bureaucracy, this -tion is probably correct. The Secretariat is 

~ r t e d t h r o u g f i l o c d l c = u r w n c y f u n c i s u r d e r t h e ~ 4 8 0 ~  * .  t ive  

account. 

The organization of the Exeartive Secretariat (as of 1987) may be 

described as shcxJn in Figure 1 w i t h  particular attention to the ttTrust F'mil t  

Program- 

The specific respansibilities of the Secretariat are as follcws: 

1) Plan, direct, mxdinate, -1, verify ard implarcent the Food 

for Development Program. 

2) Reviewthe technial a r d m c / f i n a n c i a l  aspects of the 

projects ard appme  them w i t h i n  the limit& delegated by USAID. 

3) ~oordinate the implementkg agmies-DPC3C, USAID/Bolivia an3 

the JCRD. 

4) Prepare ard submit financial reports, as w e l l  as a draft annudl 

report to be appmed by the JCRD, ard 

5) Design an2 apply ~ l i e t k d a l q i ~ ~  for project fcmulation ard 

evaluation. 

B- Program Mmhkkktian-Trust Fund Program 

In additim to the general a i h b k t r a t i v e  relationships described 

W e ,  the ttTrust Fundtt Prcgram incorporates act ivi t ies  of the ICIs ard the 
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Organization of the E3ceartive Secretariat 

January, 1987 
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Central Bank. These relationships are described here, along with those 

presently in use between the secretariat ard the USAID/Bolivia Mission. 

Central Bank of Bolivia 

The Central Bank has two reqasibilities in regard to the g~Trust FIIl'dN 

program. First, the Cerrtral Bank establishes the allowable interest rate 

for aqria~lkual-related projects (presently 13 percent in dollar- 

denanhated loans plus a me - bad debt furd pool). Secord, the 

Central Bank certifies hLnks ard other credit agemies as Intermdate 

Credit Pstitutions for the prrposes of distributing federal furds. Without 

that certifiatian, a bank or other group does not qualify as a axduit of 

"Trust m" credits or other fLJn%, althm3.h other requirementslrmstbemet 

before any ICI is LE& in the ' W u d  TNst" R q r a m .  Certificatian by the 

Centrdl Bank involves a formalized application and rwiew pmcess, including 

evaluatian of the financial position of the institution. w e r ,  the audit 

is by no means cwrplete, and a certification is not. a precise inlidan of 

the laq term viability of the institution. Urder Bolivian law, banks are 

1axqel.j urrqilated ard unaudited. 

Lrrtermediate Credit Institutions 

As the principal institutions hardling the trust fumls, the ICIs were, 

and are, subject to certain restrictions on their activities bey& Central 

Bank certification as an ICI. First, in order to be authorized to M e  

these a m = ,  an institution must apply to the office of the Secretariat. 

Fpplications contain basic information about the financial condition of the 

bank ard its inteded cmmitmEnt to the "Trust F b t i "  Program kl- 

proposed staf firq ard plblicity procettures for the credit pmgrarus. If this 

application is acceptable to the Office of the secretariat, a Letter of 

c . 9  is drawn - C U ? ~  Secretariat d tbe ICS which stirnates 
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the responsibilities of each office and the credit a t i o n s  inclw 

interest rate (as set by the Central Bank, see Appendix). Le- of 

m y  and indeed have been resciKied bl the Sezretariat for a 

failure to perform according to the agremmt. 

Specific responsibilities of the ICXs for harriling ttTrust RmdIt 

a m t s  are as follows: 

1) Wts must be used solely to finance activit ies in the areas of 

&1 agriculture, a g r o h k s t r i a l  and artisanal enterprises, 

2 )  - TIE furd shmld grmr in proportion to the anvxlnt of utiidiiibuted 

credits and the irrterest Chaqed, 

3)  Acamts must be kept separately and be made a d a b l e  for 

evaluatian, 

4)  A D+xtmnt of Wdqmmt/Pmmtian must be established to 

prcmmte, evaluate and sup2rvise the credits, 

5) Reports a n t h e u s e a r d  status of the credit linemust be f i led 

quarterly, w i t h  an annual :summary also mquhd, 

6) The c d t  l h  plus a~pl icable  interest must be rehhrsd to tl-ie 

-iat af ter  five years. 'Ibis means the institution takes full 

responsibility for  gwmnteeing the loans ard in its behalf may require 

guarantees fnsn the bormwers. 

The loan rates ard admhhtmtive fees vary over the duntian of tkfi 

prcqraa and are &scribed. for each period the d . t  system has been in 

-tian. 

llprograana PL 480 Titulo 111, Programs Ampliado de aeditos a Pequenos 
Agricultores, Fwdos er, Fideiccrmiso, Informe de Evdluacion, June 1985, pp. 
21-22. 



Executive Secretariat 

Once a lettercof-urderstardirsg has k e n  drawn with an ICI, the 

Secretariat establishes a general credit line, drawing on that line when 

requests are presented, and as monies are available. The credit line, along 

with the inclusion of a new bank in the program, m s t  be appruved by the 

USAID/Bolivia mission. Before granthg  the fur&, , each prqosal is 

evaluated by the m i a t  and the &ts denial if it does not ccxnply 

with -, especially restrictions on eligible recipients. 

The- omping wersight function absorbs the mst staff time. aLis 

involves, for each ICI, &eAirg the periodic reports against records so see 

that credits were a i h x x d  in a thdy fashion and in accordance with the 

praposals. Staff must follclw up on caplaints as they are bmqht to the 

attention of the Office. Ard firally and perhaps m>st significantly, field 

visits to each recipient should be made at least annually. Hmever with the 

current mrhr of recipients, wer 700, t h i s  is not a realistic goal. 

Wing those visits doanrents are ched)ced and recipients are interviewed to 

dete.mhe if the f m x ? ~  have Seen hanlled correctly and, mst significantly, 

if they are being used to meet the prcgram nbjeztives, the i m p r w e ~ w t  in 

the living carditions of mall fatlllers (ard in mkqwnt expansions mall 

scale agroirrdustrialists) . This latter task involves checking on ancillary 

program, such as the pruvision of technical assistaxe by a w t i v e  

ICI ,  or t2ie adoption of specified agronomic practic~ by an Mvic2ual 

recipient. A l l  of these tasks are summarized and reported to USAID/Bolivia 

annually, with informal reports pruvided on demand. 

Site visits absorb consiikmble staff time. 'Jhis is due to bath the 

rnrmber of recipients the difficult traveling corditions. A visit to one 

recipient, La C c m p r t C i ~  Sorata, fcr a v l e ,  required nearly nine hours of 



driving to v i s i t  but me of five mmmities ard c c c p n t i v e  headquarters 

1-ted 150 kilaneterS frogn La Yaz. Acbms&a 
. . t i an  of the ' W C  m" 

reqxhs one full-time Secretariat staff  person plus ass- frcm other 

W c i a r s  End the Seuetar ia t  a c a m t m t .  

USAID/Bolivia f ission 

While the Mission has overall respansibility for the I t T r u s t  mu 

Program, of the - . ,  t ive  respansibilities have been successfully 

transferred to the Secretariat. Rmamuq . . are 1) establishing werall 

project respns ib i l i t i es ,  2)  examination of !Secretariat acmunts an3. 

reports, ard 3) m i n g  the credit line, an the kequest of the 

secretariat. S i t e  v i s i t s  are apprently mile infrequently, i f  a t  all, as 

this is M z  me of l5 large progrmns wtirq sixmiikmemsly. 

C. -hntdl Prcgram for 1984-85 

Given the d u d  -es of the admuu&m . . t ive  capability of the 

sec reb r i a t  over ICIs ard the functionality of the ICIs themselves w i t h  a 

new and largely unfamiliar clientele g m q ,  it was decided in N w e !  1984 

to in i t i a t e  the primtized Tmst FbP program as a one-year trial 

(- 1984-November 1985). 'Ihe basic -cteristics of the experhsnt 

included:= 

1) S i x b a n k s w e r e i n v o 1 v e d w i t h A n d s ~ a s :  

Bank hmmt  t$b billions) Date of Di- 

Nacianal de Bolivia 2.0 

Cochabamba 3.0 

H i p t e a r i a  Naciondl 3.0 

SantaCruz 3.0 

Boliviano American0 3.0 

3.0 

U- PL 480 Titula 111, cit. , m. 61-66. 
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2)  Bankshadccrcrrpletea~inthedislclursaaentof -, subject 

to  the definitions of eligible recipients and irdivichzal credit limits of 

$b100,000,000 (abmt US$11,000) for irdividuals, and $b500,000,000 (about 

US$55,000) for snall and medium-sized farms. 

By the erd of the experimental period, loan oeilirqs were stabilized a t  

US$15,000 (divided 10,000/5,000 for inv- and working capital) for 

individuals ard US$70,000 (50,000/20,000 for inves tmentmrm capital) for 

srrdll ard mediumsized enterprises. Within these l i m i t s ,  and subject to 

beneficiary eligibility mqirmmts, banks were free to extend credit 

w i m  a d d i t i d  apprmal.  Loans in greater anrrurrts require specific 

appmval of the E3ceartive Secretariat and the Mission. 

3) Banks must disburse the Arrds w i t h i n  a fivenunth period (extenled 

frcan the initial three due to strike delays). This factor is significant 

because the differential between the loan rates and then current irrterest 

rates made the retention of M very attractive for the banks, ard 

4)  For their services, banks received an eiat prcentage point fee A 

ten mC suchrye (e. g. , eiat  mt) to cuver bad debts w a s  also 

added to the applicable in ters t  rates. 

T h e  project is credited w i t h  ass- a total of 305 irdivichzals, the 

great majority smill farmers i n  La Paz Division. In fact, two banks, the 

Bank of C & m b a b  (78) ard Boliviano P;mericano Bank (16) made the largest 

number of loans, the la t ter  including one p x p  loan benefit- 208 

capes*. i3 The remaining banks clearly made far  fewer h t  larger loans. 

Inatherregards, flx=hastheclEqreof financialcantrolandthespeed 

w i t h  which loan requests were acted upon, and the professionalism of the 

staff , the six banks were fcxnd to prfonn quite differently. The 

c i t . ,  chapter 5 and ~nnexes C-H. 
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differences led to the m c a m x h t i a n  t h a t  but four of the banks (Santa 

Quz, Boliviano Anrericano, Oxhabamba ard Hipotecario National) be used when 

the f u l l  prcgram was initiated.14 (The uther two trial banks 

subequently mdnitted on evidence of imprwed ahhktxative practices.) 

Specific reccmnmendatians made a t  &h eni of the trial period were:15 

a *  program- 
. . t ian 

1. Ibe to cost factors ard lack of maintenance of value, the 

"Reserve F'uW for uncollectible loans bas e l h h a t e d .  

2. Enforce th! regular submission of m t h l y  arid quarterly 

reports ; in case of nanccnrrpliance, the Exeakive Secretariat 

shculd stop disbursenrerrts and request restitution of W. 

3 .  Give aten-day term fortransferr ingthe -tocredit 

beneficiaries, ard 

4.  W r d s  of credit beneficiaries should include: 

- --P (byregi-1, 

- Farmer's equity, 
- Frcdxtion (by regions), ard 

- sales. 

b. Marketirq Plans of the Banks 

In order to be inclu%d in the program, a bank should subi t  a credit 

marketing plan. 

c. Financial Administration 

~o faci l i ta te  the finarscial assessment of the -, the bank m d  

keep separate a m t -  records. 

14@ c i t . ,  Table 9 ard page 42. 

a c i t . ,  pp. 44-47. 



. .  Zdmnstmtive Organization 

1. The hanks shCRlld be prpperly staffed and take full 

respansibility for delivering credits including their prcmtion, 

evaluation, a p p d ,  distxusenrerrt, a m t m l  and repayment. 

2 .  It is reamwxM that the banks carry a r t  f ie ld  inspectians 

to insure the proper use of Ands. 

3. The banks should preferably work througfi the 

associatiam in order to reach rare farmers. 

e. - Credit Admbktmtion and Collateral Policies 

Since mst of the banks do not have uniform and written loan 

eligibiliLy criteria, the use of manuals and han3baks is rewmwxM 

for the credit delivery systan. 

D* - - . . tia 1985-8616 

IXlring 1985-1986, a b t a l  of USS11.3 million was dhbmsed thmugh 

banks and mcperatives. By the end of the year, the number of participating 

private banks had increased to U (Nacianal, Cbchabamba, Hipatecario, Santa 

Cruz, Mercantil, SolivianO, Imersion, Irdutrial, Unian, Potosi, Gruro, BIG 

Beni ard slardesa). This .  k l u d e s  a l l  h t  three  vexy small private banks in 

Bolivia. Foreign banks are presently not eligible to prticipm. 

Cancurrently, fun;]s were distributed directly thraagtcl eight axpent ives .  

Several significant a&mlstm . . 
tivechangesw€mmadethatyear. 

P2ap mst siqii2i&ty, intenst =+a (as of Bcabr 1985) were  

established relative to the US dollar w i t h  a specific I'mainteMnce of valuet1 

clause added to agreemsts w i t h  banks an3 bomaers (Appendix) . That is, 

loans subsequerrELy had to be r e p i d  in real dollar value according to the 

16Fmqam de Alimentas para el Cesorrollo PL 480 T i m  IIX, 1986 
(draft form) and ttEkmluacion Lined Fm3as  en Fideiccsniso cun l a  Banca 
FYimdaIt  (undated) . The Program w a s  initiated in Decanber 1985. 



2 6 

official  -e rate, plus interest. Interest was set a t  13 percent 

annually for bommem, with one percent added for a bad debt pool. Nine 

percentwascharyedtothebanksandcoaperatives, w h i c h r e W a f o u r  - sp-• 

O n a m r e  a d m b k t t t i v e  level, the r q c h d  division of 1oa.n.s between 

investmmt and working capital was discontinued, giving the borruwer greater 

discretion in haw to use the fun%. Banks hmever were now specifically 

requiz& to divide loan funis  60 percent to irdividudl srall farmers and 40 

percent -to other borrawers (mall and d u m - s i z e d  farms ard agroh%strial 

cmxms) .  Previausly, banks had been m g e d  to lerd to smll farmers, 

krt had no specific distritutian -. For the pxposes of the 

Project, a "srnall f e t  is o m  wfio bonmwts US$15,000 or less. 

?he mar- of the credit line as f a n d  wantirq, and a nnxlh neded 

change was implemented. Prwicusly, banks s o l i c i w  applications f m  

bmxueni,  r eqeskd  a specific credit line, and disbursed the fuds. ?hat 

led to t m  distinct pnblerns. First, often more applications were  received 

than there was a d a b l e  Q-edit, leading to ~ p p ~ t  an3 and the. 

Second, it w a s  ~-aecessary to police the banks to see t h a t  loans w e r e  made in 

a W y  manner. S b  the PL 480 Ti t le  111 credits were b r , m  (in $US) 

a t  a cost of eight percent axmually while m i a l  loans (in $b) run a t  

a b u t  six percent xmthly, banks had a considerable incentive to delay 

- r .  RL*leE- caplicatirg the situation, "the -ts of 

fun3s fram the Omtxa l  Bank bas (and is) u n p d c t a b l e .  As a partial 

to these problms, it was decided in 1585 to accept t%uxdles" of requests 

fyxm banks in anamts of up to US$200,000-300,000. The Secretariat wmld 

notify banks when itmils heam avdlable and accept applications on a f h t -  

carne, fixst-sesved basis. After checking the - ap* - 
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requiremerrts, the fun% are r e l d .  Banks subsequerrtly have 30 days to 

make-ts to clients. 

S h  1979 the credit program (includiq sources an3. projects ather 

than the "Trust F U d g 1 )  had been responsible for  more than 15,000 loans, 

help- a p p d t e l y  25,OO families. In 1986 alme, 888 loans w e r e  granted 

unie.r the "Trust m. " 

E. Ekqency Credit Program for 1986 

L? Nwember 1986 the USAID/Bolivia Mission announced an emeqency 

a g r i a i l w  credit program of US$10 millim. A more appropriate t i t l e  

might be "special grantsw as the prcgram was not established in response to 

any  tia an dl dkastw o r  other partiailar situation. It did not involve the 

PL 480 T i t l e  III Ytk-ust Furdg1 Wqram except that the same persannel in the 

SeQ-etariat I s  Office wxre respmsible to distribke the Ands to prim 

b a n k s ~ i t w a s t o b e h a n d l e d i n a f ~ a n s i m i l a r t o t h e t T h 3 s t M N  

accumts. 

Followhq the -, the Purds have been slow in arriv-. Only 

in January 1987 were the f i r s t  US$2 million be- distritutei, an3. 

e x p z b t i c m s  are that the tOt2iL milab le  sum w i l l  not USS5 million. 

lmis special program is =tian& here because to the urderstarding of 

many recipients an3. their representatives (allocati.an of finds was hardled 

by -tins anl prducer associations as w e l l  as banks), the emem~ency 

prcgm MS, L? fact, the l l T x s t  FUXI.~~ W a y s  cln L l  dis!zW;ion of =icse 

dollars then has reflected unforhmately an the Tkwt Furrlftv anl especially 

on the Secretariat, although the basic p r o b l a  ccamd elswhere. 



v. ~ O N A L ~ O N  

On a basic lwel, the PL 480 Tit le  I11 ttTrust F\ndtt Program mst be 

cansidered an averwhelming institutianal success. F k d s  are distributed 

relatively rapidly a t  mxhs t  expense (four percent) ansidering loan s i z e  

ad risks involved, a d  there is no real evidence of significant default 

problems. These points require iurther develqment, a l q  with an 

iderrtif i d c m  of possible ad ccanrmrnicatian gaps among the 

several lwels of achninistration of the I t l l r u s t  Rzrd. It 

A. PriMteBanks 

Participation 

One of the thrusts of the 1986 PL 480 Ti t le  111 Program is the 

of priMte credit jnstitutians (ICIs) by, in part, -ing 

their loan 5ase thrm#~ the trust fun3 prograrn.17 With a l l  but a few of the 

&lest Bolivian banks participatbq in the ttTrust: m , I t  t h a t  task seems 

to  have been achiwed. Moreover, PL 480 Ti t le  111 fuxk are being 

distributed thrmgh most branch offices (Table 3)  . 
The significance of the ItTn?st FuxIlt Fmpcn czn be*= be A 

w i t h i n  the extremely limited credit position of the Bolivian ewnmy. 

Especially affected is agriculture, which has been identified as prwiding 

the ecmmic euture of the mtion. l8 Credit shortness is a t t r i h b b l e  to  

decapitalization ard the resultant capital f l igh t  during hyperinflation (a 

s i t ~ d + A O ~ i  kYiclh in +&s first q i i k  cf i987 was revers-), m o n e q  

cantrol olsed as a mearts of re&mmuq 
. . inflation, a d  a pliticaf/ecancanic 

17ttPmject Paper Index for the PL 480 Ti t le  I11 Fccd for W e l o p e n t  
h--ogram,tt Fall 1985, p. 21. 

1 8 ~ .  Clark, ttEValuaticm of the First Year of Operation of the 
Gavenmwt of Boliviat s New EcaMHnic Program." USAID/Bolivia, Sept. 6, 
1986, pp. 22-24. 



TABLE 3 

EEUIkS PilIticipathXJ hl the Bolivian ''Trust FWd" Program, December 1986 

Bank 

-- OF'FTCES DISBURS- MADZ FWJM 

h p a z  Oochabamba S a n t a W  Oruru Other h P a z  Oochabamba SantaCruz Oruru Other 

Boliviano A m e r i c a n 0  

medito Oruru 

Hipatecorio National 

Inversion Boliviano 

Industrial y 
Ganadero del Bemi 

UNION 

-- 

HO: Head Office BO: Lhranch Office Source: F&ml-ds of the Executive Secretariat 
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Uncertairrty which amtracts the loan period. Irdeed, carmrrercial loans are 

presently available only for period of 60 to 90 days, with none 

180 days. Thus the  trust Fbniil1 Program is presectly (Januaq 1987) the 

sole plblic source of mdium-term i n v w t  credits, ard channellrrg these 

furds t l  private banks allows them to provide an important service for 

clients. 

&fault Ra tes  

The rate of loan default experience3 by participating banks is not a 

m a t t e r  for b m d i a t e  cancern for the  trust Frcqram as any losses must 

be absorke3 by the granting bank. Yet the default rate does indicate the 

quality of loan management, as w e l l  as providing an early indication of the 

lang term irrterest of the ICIs in the Program. A high default rate w i l l ,  in 

quick order, lead to withdrawals of the ICIs from the Program. A t  th is  

e a r l y p i n t ,  the inaications'arevery positive. The interviewed banks are 

r e p o w  default rates of less than one p a c a t ,  a level cansisterrt w i t h  

the dmmentatian reviewed during the field stucty. Several banks, in fact, 

Wrt  default rates near zero. A ccnrrplete f i l e  on loan status is submittad 

W l y  to the Fxeartive Seaetariat and can be analyzed in greater detail 

by *at bdy. Preliminary indications, m e r ,  are that default is nat a 

significant facetar. 

The issue of default Mnetheless requires a deeper prabirq. The 

principal issue in e o n  is the distinction between "defaulttf anl 

"arrears, I@ One banker defined default as payments more than 60 days overdue 

for which mllection p- have ken initiated. Yet p a w  

similarly w d  may be classified as being in a .  i f  the loan 
. . 

repayment period is extenled. Since the ICIs a re  -ing the mts, 

'they retain full  authority to exted terms wit* the specific knmlledge of 
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the Secretariat. Thus, the situation may be mre grave than participating 

banks have revealed to date. Wrt this is speculative; all the aurently 

available evidence is that default is not a prcblem with ''Trust Fcndvf 

credits. A very law default rate, on the other hard, may inlicate tha t  

banks are be- very str-ent abcrut the credit worthiness of borrcrwers and 

are pcsibly l i m i t i q  access to credits for the smaller, less secured 

borrawers. 

Develoment m a m e n t s l 9  

All participat- banks have Deveiopent Departmnts consisting, as  the 

rainhum, of three persons: a head, loan officer and secretaq. Laxyer 

deprbents  wmld have an additional two to three professionals, a 

loan officer ard an agmnmist and/or erqineer. Pdditiarally, m>st branch 

offices have two to three persons, w i t h  the laryest departuents in Santa 

Cmz where agriculture is the major inctustry. A typical organization of a 

Developnent B p r b m t  in a laryebranch office is shown in Figure 2. 

?heseDepartmentswereestablishedattherequestoftheCentralBank 

for private banks w k h k ~  to m g e  agriculture d t s .  As the PL 480 

'Trust F ' m d 1 I  magram carrtrhkes lart a limited prcmbge of agricultural 

credit fnm plblic sames-up to one thhd of that amaznt in one branch 

office-the staff- of these offices cannot be attrbxted, in a 1-e part, 

to the 'Trust lRxx3. Howwer, ''Trust Fbrdtl dollars undoubtedly assist in 

maintaining these deprbmts, -idly as many .seem d e r u t i l i z e d  a t  the 

present, in anticipation of further growth in agriatltural credits in the 

Arture. 

%his material was ampiled w i t h  the assistance . . of Alberta Gonzales, 
Trust Fund Mmurskator for the Esrecutive secretariat. 
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Divisian Head 

I 

an absewations at the eight banks visited ch.lrirq the period of 

field wrk,  departmerrt heads are typicdlly mid-career professionals w i t h  

considerable bmkbq experience. Many had mrked previously for the Central 

Bank, which seexm to have lost a amsiderable muter of  employees in recent 

years, m l a b t d l y  due in part to lowpblic secltorwages. Other deparbent 

employees are typicdlly y-er professianals, rimy with technicdl 

backqmds in agmnmy ard bank t d n h g  in loan ma~genwt. Several ;have 

Master's degrees frnm U.S. universities. These Devel- Deparhnents then 

seem to possess considerable exprtise. Hcwwer ,  dif f m z e s  in staff 

quality ard mmitment exist amry the Departments, differences which beanne 

apparent wen durirq relatively brief interviews. 



Cbsts of Administration 

?he costs to the p r i m  banks of managing PL 480 lWust EUrW &ts 

is d i f f i a i l t  to cala i la te  due to the newness of the Program ard the fixed 

wexhead h i v e d  i n  cperating the Development D e p r b m b .  m e r ,  most 

intervied bankers f e l t  that the faur p e w  spread aliowed was sufficient 

on average carer their costs (plus, by implication, a reasamble return 

an risk) . More specif ical ly,  cocpratives a r e  allowed a two percent 
. . t i v e  fee for  their "Trust loans. 20 klmmstm . . 

admmstra t i ve  ccds for  

aoperatives a r e  in  senses 1- than for  banks as the  projects ard 

credit worthbess of the borrawess a r e  )axlwn beforehard (see Section VII) . 
On the other hard, m t i v e  projects frequently involve hurdreds of very 

mall farmers, a mre oostlygrmrp t o  a&uuskr . a than the smaller rnnnber of 

lqer loans typical of the private banks. Thus, two percent seems a 

-able figure to represent the averme administrative costs of the 

Trust Ibdll loans. For mall loans, the costs w i l l  be f a r  higher. Studies 

have p l a d  them up to 20 percent of the value of -- loans.21 

Fublicity of the  Prosram 

In a cxxlrrtry w i t h  numerous remate snall farmers and associated 

irdustries, the plb l ic izhq  of the 'Trust F b r d l 1  Program is potentially a 

di f f ia iLt  task. In reali ty,  that has not pmven to be the  case. Aumg the 

cc;amaercial sized farms ard enterprises credit is a critical problem, ard 

~ ~ ~ 3 r d  of its avaLL&ility sea??  to spread rapidly. Y?sst of these m+~r i ses  

appear to be in fmqmnt m c t  w i t h  the banks, which inform them of the 

II~rust  Furdl1 accolnrts. Irdeed, Ihurhq v i s i t s  to Cdxbmba  ad Santa Cruz 

20e.g., FENACRE, I 1 F e r f i l  Para Financiamiento de Ulltiw Anuales 
-tin Integral de Semicis Cochabamba Ltda.,I1 July 1986, p. 7 .  

2 h d m s  ard Graham, 9 at., p. 349. 
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w i t h  the Secretariat Technician, it w a s  not uncamm to have pmepctive 

bor;owers waiting in banks, hotel lahbies, etc. 

-1 farmers a* individually would be dif f i a t  to inform. Y e t  

many are represented by an overlapping system of cooperatives, produces 

associations ard Ikprhmta.1 Developrent Cmperatives (see Section 11). 

These gmugs are w e l l  connected with the Bolivian banking systm ard show 

cansiderable skill in develop- projects. Vndarbtedly there reznains a 

large m m k r  of small, -t farrrrers who are unaware of the YYust 

Rnd" Pragram. Hmever, this group typically lacks suitable loan collateral 

and is thereby ineligible for loans unier the prevailing stsucture (see 

below ard Sectim VII for a further disrussim of the collateral s i tuat im) . 
P u b l i c k i q  the Prcgram would have the further effect of raising 

expectations of p t e n t i a l  brmwers ard 1=A to far  more applications than 

available f'ur& can satisfy. Hence, the present informal systm for 

plblicizirrg the Tmst Program seas best. 

LDan Collateral 

As the participating banks ard mqerat ives  are responsible for loan 

repaynznt, it is to be expcted that  they dmxxi, in turn, collateral fram 

their borruwers. A m r q  canonercialsized farmers ard enterprise oprato~s, 

loan security is generally not an issue as the cpratms will typically have 

sarebusimss assets. For small farmers, haever, this is generally not the 

case, especially as the agrarian reform foxbids seizing lard f m  caxp?esk 

(that is, m y  axmmtiq to holdings less than 40 hechres). lard 

is not mrtgageable. Banks differ widely on ather a w l e  fonns of 

collateral. scene l i m i t  borrawers to mrtgages an urban hausiw a d  other 

readily mrketable assets. A t  the other extreme, several accept 
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countersignatures fmm equally asset-poor famers, samething that amunts t o  

l i t t l e  mre than a grcerp mral camdmt. 

Cmperatives generally operate on a g m q  basis (up to 60 or 70) with 

the whole guaranteeing the individual members; hwever, axperatives 

typically have the benefit of a a-edit history of the membership. 

S a v b  

?he 'Trust M I 1  Program cmtahs no provisions for stirrmlating local 

savings. T ~ L I S  it is e n t i r e l y - o n e x t e r n d l ~ ,  andtheU.S. 

Gaverrrment in particular, for its amtinuation and size. A t  p m t ,  the 

s e w  of loaii rates fa r  helm market levels precludes the use of capital 

bommed locally a t  positive real irrterest rates. 

Sumestians for Prosram ImDruvement 

When asked haJ the 'Trust Rndw Rqrm a x l d  be impzuved, the 

i n t e r v i a  bankers asked for rare fends, a larger m, arrl an inxease 

in the ceiling axmmt of loans (presently US$70,000). That is, there 

appears to be no dissatisfaction with the Program, but an hcrease in 

profi tabil i ty would be &came. 

B. Exeartive Secretariat 

Pi responsibility for  mmqing WE Trust FLndw is that  of the 

Executive Secretariat. Cnce the basic cperatim of the Program was 

established, that is, w i t h  the lnodificatians put in place fo r  1986, an 

&red 80 percent of the time devoted to MTrust L?in managemnt is for 

project sqemisian. The 20 penat of the t h  is @ 

waluatiq bank proposals for the release of funds, and e m m h h g  quarterly 

and annual reports. 

Project sqemision differs when the recipient is a bank or  a 

cwperative. W i t h  bank allocatians, the principal potmtkd pzxblerns are 1) 



delayed release of fur&, and 2) imprqer use of Auds by aArecipient. In 

the first case, the slaw is, as noted previously, a concam 

because a difference in interest rates gives banks a cansiderable h~ti-:e 

to delay as lang as possible furd -t. Gmerally, the Secretariat 

is informed of delays only by checking with the banks ard/or by follwing up 

on ccwplairrts fram branch offices and recipients. With the rnrmbers of 

banks, branch offices anl beneficiaries involved, this is a time cmmmiq 

and inewct task. A proposal has been made that beneficiaries be identified 

by a project mmber anl banks be to notify the Secretariat when the 

distrursanent is made.22 If that app-ch i n c l e  scare- as detailed as 

a capy of the chedc sent to the beneficiary, it wculd sew +a go a lang way 

to resolving the problem. But the fact remains that pm@ is 

cmnter to the bmd ia te  finarcid interest of a bank whenever there is a 

l a rged i spa r i t y~ theccamnerc i a l and t rus t fud inb re s t r a t e s ,  anl 

enforcmmt will require mnstant supwision. In general, forcing 

allocation thmgh segulation anl wersight has rat been highly successful 

in other similar Q-edit progranrs worldwide. 23 

T h e  matter, that of imp- use of fUn%, is more difficult to 

detect given the fungibility of Qledit. Participatirq banks, to be sure, 

arerequiredtoahmsbr . . t h e t T r u s t m " i n a c a , ~ W i t h t h e L e t t e r  
4 

of -, anl most banks do indeed visit pmjects prior to p m j e  

2ccqtim~e am3 at 16- w n d l y  Lhere~E*~. ZPs reasa? fcr tLse visits 

is, inpart, t o d e t e r m i n e i f t h e ~ h a v e ~ ~ a p e ~ t h e p r o p o s a l .  

Has, for example, the mque&ed tractor been purchased anl pzt into use? 

23- ~danrs -, OJ cit., p. 349. 
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WR the prhipal respansibility of the participating banks is to see that 

the operation is sufficiently profitable to permit loan repaymmt. That, 

arrl the avoidance of clear cases of fraud, is as mur=h as can reasaMbly be 

e x p c t d  of a participating bank. 

The performance expctations of the PL 480 Program, however, exceed 

pratecting the fiscal integrity of the credit line. The intention of the PL 

480 program is to assist smll fanners and uprators of small and d u m  

sized enterprises to use the credits to imprave their living stardard 

th raqh  agriarlture ard related enterprises. 'Ibis implies a productive use 

of credits excedxq  a ,  

' themere abilityto repay the loan. D e m  if 

that is i&ed taking place requires site visits by the Secretariat. To be 

sure, nat amythhq can be laYxJn frcm a site visit as finaxial 

transactions may be excedhqly involved wen when relatively d l  

quantities of Cur& are involved, but wen less is evident frm La Paz. 

Much of the time of the Secretariat is then spent visiting 

beneficiaries. ?he task is an ar&ms one. A visit to a caprative (La 

Sorata) 150 kilmters north of La Paz r q u h d  nine hcxus of r i a  on 

Ilrxrntain roads, a very fati- trip. Yet the visit rwealed that the coop 

records were in un=ertain order, the names of the recipients w r e  nat 

m t e l y  available, and the exact uses of the W t s  cauld nat be 

specified. ?he cocp managenmt was ahmkhed and requested to imprwe 

record keep-, but it will prabably requixe a repeat trip to detemhe the 

cutccnne. mreuver, rhe technicdl assistance described in the Prqcsal was 

ncwhere in wic1ence.2~ 

24FENACRE, I 1 F e r f i l  de Financiamiento para Cultivo de Papatt mqerativa 
de Ahom y credit0 %bratat* Ltda., August 1986. 



On a previous occasion a review revealed that an allocation to an 

enterprise was misused, arid the furds were eventually return&. The 

participating bank was the 

Pnqmm.25 A similar omxrmx transpired with amther cooperative (Santa 

Cruz Norte) . An earlier loan went into default due to the irrespansibility 

of a rnrmber of 't3e members. Prior to being reinstated, the axpzrative was 

rqwsted to repay the prior carrani-, to puge the kmspcmible 

(nearly half of the total) leadership. Zhe result, 

accordirg to the present officers, is a mu& Fmpruved cooperative. 26 

These examples are cited to enp3hasize the importance of site visits by 

the Secretariat staff. Such visits generally involve two people, a 

technician an3 an agrancanist. Yet w i t h  wex 700 projects presently 

the effective level 

of project field supemision is very nzuch in m a n .  

C. Mission Staff 

Zhe purpose of establ- the ESreccrtive Secmtariat was to shift the 
, . -the burden the USAlD/Bolivia 

Mission an3 the 480 program office. In the case of the  trust F c n d I f  

Program this has been a-lished. By my am estimate, it appears that no 

more than ten p n e n t  of the PL 480 adahi&m*'s is spent on 

werseeing the opration of this hrogram. 

organization of the PL 480 Program an3 the W v e  Secsetariat. Yet there 

25Seaetaria Executiva, tlEvaluacion Linea Fonrlos en Fideicrnnisa can la 
Banca Prj.vadaIf (mted) . 

26~or a description of the restrucrtured cxxpemtive, see FENACRE, 
I1Perfil de Proyects para el Financiamiento de Cultivas de Kaiz y Arrozv 
m i v a  Sarrta Cruz Norte, August 1986. 
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is an open question i f  the t ime spent by the Mission ard PL 480 staff in 

supervising this m-ogram is sufficient to remain current on the important, 

. . arrgoing a h u u s t m t i v e  decisions. In particular, there is an wident lack 

of current )amwlPdqe abu t  the use of d t s  by the Program bmeficiaries. 

More f ie ld  v i s i t s  are required to keep the Mission and PL 480 s t a f f s  abreast 

of the effects of the Prcyram on the Eolivian agricultural ard related 

sectors. Satisfying this request w i l l  require an hcrease in staff  s ize  as 

existing perxmel are fully cramnitted. 

D. Rea~lnsforSuccess  

The PL 480 T i t l e  111 wTrust Rndl1 Program is nlccessful in distributing 

credits thmqh private financial institutions, primarily because of a 

carefully planned achumdm . . 
tin structure. ?he plan relies most heavily in 

pravidiq  mrket  incenti- for banks, -tives d ather orqanizatians 

to prwvide 1) project evaluation and supmision,  and 2) guararrtees for the 

furds. aLisProjectdemmstntPCthatthesesemicescanbemre 

efficiently prwided by the private sector than by the pblic, be tha t  a 

nationdl bank or  the A D  Mission. The p r i m  institutions are h e f  i ted by 

havirq staffs where they are re&r&, a d  by a simpler ard clearer set of 

objectives than those which typically face prblic instituticns. 

BLtt wfiile the Pragram organhatian creates substarrtidl incentives to 

achieve the objectives, it also incurs private incentives to thwart those 

goals. Most significant or' those ciishcmrives is the gap between the 

Project interest rates (13 percent annually in dollars phLs ane m t )  and 

camraer~ial- raw (about 70 percent annually in pesos in January 
. . 

1987, but subject to f luctuatians) . T h b  raises two dlshnct issues: 1) h w  

to allocate furds priced fa r  belw the market-clearing lwel, and 2) h m  to 

the fun% are used as in agriculture ad not diverted (wen 
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temprarily) to higher-re- uses. ?he matter of prmpt -, 

significant today, will grow in i m p o m  as loans are repaid to banks ard 

re-lent. ?he a n s e f  to these ttx, issues, of cmme, is to have an 
. a  

~ t i v e / e n f o r c e m n t  body. In Bolivia that role is senred by t ? ~  

Executive Secretariat. 

?he keys to successful disbursement of agricultural credits are then 1) 

careful program planning invo1vi.q adeqate private sector incentives, ard 

2) a strcolg, independent and well finvled cversight kdy. me system of 

private m c  incentives, with appropriate d f  ications for local 

caditians, is aninerrEly -&able. What is mre critical is the 

establishment of the Amni_nitive/enforcemmt body. In many this 

w i l l  likely require carefu% planning ard persistence to assure that the 

nqukite indeprdexe is indeed granted. It will not be sufficierrt to 

accept a poorly d t u t e d  body or one which is accourrtable to political 

bodies as the Arnds lrmst be allocated accordingly to Program guidelines, not 

plitid cansideratians. It m y  require cursidexable perseverance to see 

that 5% k Z y  is sbxctm& properly. As important is an agreement to yxy 

salaries saficiently high to attract and retain properly trained-* 

?he Anvls prwvided thmgh many PL 480 Programs shauld be sufficient to give 

e x q h  leverage to achieve these goals. 

VI. ~ C I A R Y ~ m  

r"o1icwi.q the sharp devaluation of the Blivian peso in mid-1984 ard 

the resultant decapitalizaticm of the 'HFrust Ww loans, then denanhated 

in pesos, the integrity of the And becam a critical priority. By the end 

of that year, urder a revised letter of stirxila- loan 

caditians, loans were demarcated in U. S. dollars with a -f- 

value clalse rel~te2 +a tkz official e w  rat&. Thereby, the v a l ~  of 
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the furd is largely assured. But for this to be true, it is required 1) the 

banks, which serve as guaranbrs of the loans, are thenselves solvent, and 

2 )  the official  exchange rate reflects accurately interndl inflatian. These 

matters  are explored here. 

A. Stability of Private Bolivian Banks 

Should one of the  trust Fund" participating banks f a i l ,  the Mission 

would, in all likelihood, have to resort to the courts to reclaim its loan. 

Yet, it is equally likely the Gcnrernmnt  of Bolivia wmld present a prior 

claim, its position by fact of hol- the reserve r e q u h m n t s  

intheCentralBank. Thepos i t i anof theMiss ion tomaxer i s then inmuch  

dcolbt, so that the best pratection measure is to mrk d y  w i t h  solvent 

bnks.  
# .  Determuung the stability of private Bolivian banb is difficult  as 

their a- are not regulated and plblic audits are not mrdated. Banks 

may present a-, but amracy  is unverified. A t  this time there is no 

specific wideme that any banks are in danger of failing, but m r s  

persistatxxrtafew. I t i s )mowntha tcmly t tx ,bmksearnedaaneyin1986 ,  

and that decapitalization and forfeit w e r e  results of hyperinflatLon. Eut  

this informatian is not specific ens@ to act qm, even thaqh the 

likelihood of a bank failure has been raised in several cprters. 

Ccarrplete audits of banks are beycd the m, ard likely the 

authoriQ-, of the Secretariaz a r d  Missian/PL 480 vTrust R u d 1 I  staffs. Plans 

are urderway for a USAlD/Bolivia ard World Bank audit as part of a bmader 

reform of the Bolivian private banking system. For- the interim, there is 

l i t t l e  which can be done under the I 1 T r u s t  Fundff except be aware of mal 

problems and be prepared to resprd rapidly a t  an indication of 
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difficult ies.  The disbursement of fcrrds in rnrmerous banks,-the present 

policy, minimizes the depr&me an any one 

B. Inflatian, Ek&arqe Rates ard Real V a l u e  

The umcem w i t h  the relatianship htween inflation ard exchange rates 

is not that  the dollar value of the llTrust EIm2l1 will decline. That value 

isassuredbytheagreeumtancreditterraswhichrequireSrepapmtinreal 

dollar terms. Rather,  the issue is that interndl inflation exceed the 

adjustment in the off ic ia l  a d m q e  rates, &bq wer time the real peso 

value of the loans, a form of peso devaluation. 

There is reasan, in the judqmt of the author, to believe the official  

excharqe rate lags irrternal inflation as the cantrol of peso W u a t i o n  is 

a key el- in mstmmuq . a ' c  inflation. Indeed, the Central Bank 

is - ihthg substantidl ammts of its dollar w e s  to mahtain the 

value of the peso in the a d m q e  auctians. A 10 percent peso devaluation 

(official  inflation rate) is targeted for 1987. 

Data for September 19854me 1986 show that the off ic ia l  ex2mqe rate 

rose by 76 m!t (the unofficial by 79 percent) while the general a m s u x ~ ~  

price inclex m e  by 85 percent, nearly a 10 percentage pint The 

central  ark seems to share this inflationary a p c t a t i o n  for  pesos as it 

m e s  an mnagriculture loans 50 pment more for peso denanhated loans 

then those made in dollars (18 p ~ e ~ t - 2 0  percent VS. 24 w - 3 0  

m& iq Zmmlr 1987, s r b j e  +a & m e ) .  

2 7 ~ o r  more  on the status of Bolivian banks, see Prcqmna PL 480 Titulo 
111, f fWqram Ampliado de -to a Pquena~ Algiarltores, Informe de 
Evaluatian, June 1985, pp. 6-11. 

2 8 1 n s t i ~  N a c i d  de Estadistica, llEstadisticas Mmetnrieas y 
Financieras. If And Brim Central, l lB tds t icas  lkmet~rias y Fhanzieras. l1 
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C. Evaluatian of Cunxms 

Ihe a d a b l e  data west to the author sme decline in the plrchasing 

value of the "bust Rrrdn a m  w i l l  be exprienced wer time i f  present 

policies on main- the value of the Bolivian peso are foll&. TMs 

assessnent is based, in part, on the reported cansumr price irdex, which is 

always an uncertain of actual p e r  in different prcduct 

markets. Y e t  it seems likely the real peso value of the loans is dec lh i rg ,  

a lbei t  slowly. 

Infomt ion  on the s tabi l i ty  of private banks .is wen mre sketchy, but 

i f  present -ti- persist, abank failure is not cut of the range of 

p c s i b i l i t y  for the intermediate future. The position of PL 480 furls in 

this pmcess is a sensitive one as any a p e s s i a n  of general lack of 

amfidence in a bank by the USAID/Bolivia Missian would urdcrubtedly weaken 

its positian seriausly, ard possibly unfairly. Ihus, until more specific 

informtion kecmes available, the a&uu&m . . tors of the lTmst FundlV 

acmmts can do little but remain info& ard ready to act  in the case of 

~ i r d i r q  probiems. 

VII. IMPACIS m RECIPlEKIS 

A s  b p e s s i v e  as the tTrust Fundt1 Prcgram is i n  dishusing credits, it 

is the p e v e  use of thcse Rrnds which is the real basis of the success 

of the project. The abjective of the S m U  Farmer Pqricultural ard 

k ~ ~ ~ 2 r r k  Pzx&&ia a,?? YxIetL- Wt P r c q m  is +a "~e,zxdt an c p r x k d  

of rural to their pm3ucticm, pmductivity ard 

incameS tkmgh better access to prokction ard market- credits." The 

~ g ~ ~ ~ s t r i d l  ard Artisanry  istar tar ace for Small ard Medium Sized 

6 .  

-rises strives m y  for the same abjectives by increasing "nual 



ard 1 - b  urban employment o p p r t u n i t i ~ ,  prcductivity ard iKxnnes 

thxaqh ttie creatian or of private business a c t i ~ i + d e s . ~ ~ ~ ~  

In t h i s  sectxian an evaluatian is nvrdP of the credit uses of the "Trust 

Fun3I1 beneficiaries in three classificatians, 1) small and mpdium-sized 

agroirdustrial and artisanal enterprises, 2)  d u m - s i z e d  farmers, and 3)  

small (campesino) f-. Mhe.n, due to data limitatians and shortness of 

the field evaluation, the evaluation is prfmcbry, an attempt w i l l  be made 

to irdicate h m  a more careful could be carried art. The 

analysis is based on credits extenled during 1986, the f i r s t  full year of 

the regular  trust M I 1  Prqram. We begin by detailing the recipients of 

the credits. 

A. Allocation of Credits by Recipient Grocrps 

There are several ways of grouping program recipients, the mst basic 

of which is a g r i a m ,  a r t k m a l  or agroirdustry (Table 4 ) .  As shown, the 

greatest mmber of projects is in agriarlture, as specified in the PL 480 

Ti t le  111 fund allocations. 'Ikris broad a m x n t i q ,  however, does nut give a 

good irdication of the actual, type of recipierits, especially between slrall 

ard mediumsized f;lnru?fi. For the p~rpose of t h i s  allocatian, the 

definition of a d l  farmer is one who receives up to US$15,000 in adits. 

Figures fran the Executive Secretariat shclw that the participatbq 

banks had a total of abcnrt 147 agricultxral projects, of which almost three- 

q&W3 were far mall f~~ (Table 5) .  3-ie number of small farmer 

=isients was far g=-eater as a number of the loans w e r e  group loans for 

m a l l  fanaers. In total, 589 small farmers received assistance thrm#~ 

bank-dmmded loans in 1986. 

29Vroject Paper Index for the PL 480 Title 111 Fcad z d  Dmelqmmt 
Prcgramll Fdll 1985, pp. 66, 61. 



llTrust Findtt Credits Allocated by Major Sectors, 1986 

-Nmbers of Projects- 

Agriculture -- 
Banks 583 108 3 8 
Ccx~pemtives 8 - - 

Tatal 591 108 3 8 

Source: Records of &die ESreartive Secretary 

PlBLE5 

Allocation of 'Trust Mtt mts Be- Small ard w e  Fanaers 

Cecember, 1986 

Beneficiary 

Credit IntermediaIy small- Large - 
127 Projects 

589 Beneficiaries 

8 Projects 

Beneficiaries* 

20 Pmjecrts 

20 Beneficiaries 

%arks by projd. For example, 120 at Sorata Choperative ard 540 at 

Santa Cruz N o r t e .  

N o t e :  These figures are updates of those p m t e d  in Table 4 .  

Source: Records of the Executive Secretary 
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IXlrbq 1986 the existing ccuperative credit program was included under 

t!! llTr& lWdM project.  (The actual date was mid-year, ku t  a l l  

coaperative loans nade in 1986 were mbseqmUy indludd under the 'Trust 

Rndl1 Pmpam.)  For 1986 a total of eight coclperative pro jec ts  were g m n b d  

fu&, for a total of L3$3.6 millian. As of the time of w r i t i r q ,  data on 

cnly two projects  %ere avai lable  and irdiated a total of 660 members w e r e  

to benefit, abcut a third of the ac t ive  m&erdLp of the two coops. All  

aqe ra t ive  nmbexz may be cansidered capesinos, althoqh the arrrourrt cf 

lard eaqh cx~ns varies  fram &l in the Altiplano to a b u t  50 W a r e s  in 

Santa Cruz. 

A v e r a q e  grceq? bank loans varied between US$l,OOO-2,000 per irdividud, 

in lmst cases, and m about US$l,OOO permember for the axp33tive 

projects. Many of the individual agricultural bank loans were a t  the 

mxhm US$15,000 and only six were belaw US$3,000. TIUS the &lest 1-3 

(cstensively to the smallest pmducers) are made on same form of group basis 

(see alss VII -D below). Artisardl loans were typically in the m q e  of 

US$5,000-15,000 with f a x  at US$50,000 an3 ahwe. Aqm-iai leas, 

the Qadllest category in terms of rxmkrs, ran fram less than US$20,000 to 

US$500,000. Figure 3 details the loan gram by anmmt and rec ip ien t  grap. 

B. -tion of W i p i e r k s  

T h e  vast h l k  of recipients  (70 percent) are cmcmtmted in La Paz 

Eepz~-t=re,?t, a not sxrprkh~ ~ i ~ t i z r ,  s k c e  La 3az ~ ~ ~ b k i e s  eie iaajor 

hdustzial base, numerms campesino f a n s  in the Al t ip l am,  a .  the bank 

(Table 6) .  Other important d e m t s  are C d m k m h  (18 

percent) and Sarrta Cruz (eight percwrt) , as crmtrasted with fm percent for 

the remaining six -. This distributian irdicatpc the i m p o m  

of the location of bank branch offices to  the distrihkian of loanS. CTE 



FIGURE 3 

"Trust  Fund" Bank Loans 
C l a s s i f i e d  by Amount & R e c i p i e n t  Group, 1986 

A g r i c u l t u r a l  
40 r 

Amount o f  Loan $x1000 

Agroindus t r i a l  

z0-5~ sem 
Amount o f  Loan $xlOOO 

A r t  i s a n a l  

%T 

5 f 5  15-25 

Amcun! o f  Loan $x1000 

Note: Excludes l o a n s  t o  c o o p e r a t i v e s  
Source:  Records of t h e  Execu t ive  S e c r e t a r i a t  
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banker said that cost cansiderations restrict loans fmm his bank to a 150 

which receive bank loans. 

LDcation of l"IYust Rndll Recipients by D e p a r t m n t ,  1986 

projects 

All Others 

C. Impacts an Agroirdutriai and Artisaral Enterprises 

As the sole same of d m  tenn loans t h m q h  formalized charmelsf 

there is little doubt kut that the Trust&" Program is a major assist ta 

recipient fixms characterized as artisandl and agrohiuskial. %ese fixms, 

like of Bolivian -, appear to be in need of capital. 

?he lTrust F'urdl' sa t i s f ies  a t  least a small part of this need a t  rates f a r  

belw prevailing m i a l  levels. FLlnls are used for  both invesbrent and 

rworkiq capitai. 

'Cle ILL- cf ~,?;jec"k LrDW incluk, t r z  ths a q o i r d u t r i a b  hrading, 

meat s1augfiterir-q and processirq fac i l i t i es ,  coffee processors and ice cream 

manufactxrers. Artisanal enterprises are wen broader in scope, inclw 

the manufacture of tzaditional sweaters and the prduction of hand-formed 

candies. 
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Quarterly activity summaries provided to the Ekecutive secretxiat by 

the participatbq banks are mt sufficiently detailed to determine haw the 

credits are actually bebq used. A tho- evaluation m d  require a 

review of the project prclposals filed w i t h  the banks. ?hat activity 

exceededwhat auldbedme Wbqtheperiodof field sbiiyprecedingthis 

reprt but cculd be carried out at sum= subsequent date in a relatively 

straightforward manner. Such an analysis muld help -lain the credit uses 

by the recipient enterprises an3. auld lead to a detemhation of what 

e m p l m  effects the credits have had. 

Ttm key questians would mtheless remain unanswered, 1) whether the 

loans made achieved the -test employment effects per dollar to 

patential alternative recipients, and 2) whether, in the case of 

apincfustria.1 loans, there was a beneficial ixpact on the agricultural 

sector. Agrohx2uskial loans can raise farm prices if market- cmstrdnts 

are eased thrcugh filch mp;rslrrpc as qming alternative market outlets, 

pruvidhj additid starage or impmvbq the efficiency of the process- 

ard marketing systems. Detemhbg k a t h  the employment ard price L p c t s  of 

agroindustrial loans, in p r t i a i i a r ,  reqxkes mre information an the 

pmassbq sector than is mu available. In the absence of that 

infomtion, the allocation of the scarce llTrust M I 1  credits is a sawwhat 

?z%dom process. 

ps c&&t si+tuaticn ~*iC,4  artisazaal er,taxrk is mea- f ia t  d i f f ~ r e r ~ t .  

 ere there is m apparent detemhation wer what the credits are intended 

to a-lish beyoruj. sqprtbq llartisandlll enterprises as a general 

mxept. ?he lack of specificity abcAlt the plrposes of the credit m u d e s  

an evaluation of their effectiveness. It also mks the process of 

distril-utingthe-ts uncertain. what, memust ask, is an artisanal 



50 

enterprise? In the past a rnrmber of traditional sweater manufa- have 

been furded. These products supply the taurist trade ard use  SmE 

damesticdlly-prochrced alpaca w c o l ,  but the knitting process is of+m semi- 

m e z e d .  In  anather cass, a wallet manufacturer was rejectsd wen thcugh 

the fabrication prooess is predaminantly manual a r d  the raw material, 

leather, is prcduced ard processed in Bolivia. Mhat is artisanal abmt the 

f ixs t  product tha t  is la- in the secad? 

The purpose of raising this issue is not to call for a definition of 

I t a x t k a p l .  I t  That &d be a largely pointless exercise in semantics. 

R a t h e r ,  the intent is to focus greater attentian an the pupse of h l u d h j  

artisanal pmjects urder what is essentially an agriculturally-based credit 

. . M. One can dl*ll.l-Juish a number of relationships betwen agriculture 

ard SCXE act ivi t ies  which miqht be described as artisandl. For example, the 

erRerprises can be classified as Italtermtive sources of nudl qloymerrt. It 

O r  they m y  be gmqed  as activities which add value to m o o d  agricultural 

products, hen=e sweaters ard leather, or wen wed carving. Su& a focus 

wuld assist in the a l l m t i o n  of &ts ard i n  tkie de-tian of 

iap=acts an selected -. Presently, the artisanal credit program exists 

virtually w i t h c u t  guidelines manbq that scare mre specific opprtunities 

possibly are beixq bypassed. 

D. Impacts anMediumSized Farmers 

Zrde r  the T r u s t  r"urdtl ?mgam qaiddines, d m  sized farms are those 

bomwirq between US$15,000 and US$70,000. 'Ihis group includes l q e r  fanrrs 

as w e l l  as prolhrcers of eggs, bmilers,  hogs ard other protein m. In 
mny respects, t h i s  group is themst csedit restricted of any in ~ o l i v i a .  

Farm qe ra t i uns  of this s a l e  require cansiderable bw-, while the 

sector is seldm sufficiently profitable to repay loans brruwed a t  



conm~2-cial rates. Thus the 'Trust TrustRnd" -es a . . need when 

credits size class agricultural 

A t  the same tim it is possible to d u d e  with a high dqre of 

that the 

can be nade mst easily for livestock prducers like the broiler ard hog 

w t i a n s  visited in Santa W .  For these firms, the loan prop=ls  

specified the uses of the funds for capital projects ard working capital. 

Qpital projects included epmsions of faci l i t ies  to aurpaent capacity. 

Working ~ a a i t a l  pemitted the purchase of feed raise 

added anFmals to s l a w t e r  weights. The projects are relatively easily 

nrmitored frcmn new -an to purchases of inputs to inaEs4  output. 

Wibility remains an issue but less so for these firms which rely on 

formal Q-edit smrces as opposed to personal resoun=es ard informal 

channels. brrhqthefieldstudynoattaqtwasmdetodcaratthe 

prduction impact of the credits, but mnmks f m  bankers ard field 

-tion both q e s t e d  that  artprt had inleed increased as a direct 

result of the d t s .  Farm labor requirements also rose. 

For f ie ld  crops, mur=h the same crmclusims can be drawn. Credits are 

used to prepare additianal acreage ard to p l a .  that acreage, activities 

which are relatively easily d t o r e d .  One d u r n  sized farm visited in 

C o c h a b a m b a ~ t o u s e t h e " T r u s t ~ " ~ t s t o r a i S e p 0 t a t o  

p1anti.q~ to 60 hedzzc-3 from 28 hectzmzs. 

Basedontheseokervatims, it appears that  theMTmstFm3"medium 

sized farmer program is irdeed enhancing aut;xlt ard mtr- to the 

welfare of the ~~. -the amxnrt of ixrease wuitdbe a 

relatively straightforward process of r e v i m  bank applications ard 

intervi* bank employees who mpemise these projects. ?he eauilibrim 
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impact of these projects an national mlpt and prices would not be knclwn, 

but Lhe of second-rcxrrwi effects (pmtk t i an  on price on the 

-titive ~ i t i a n  of other farms and hence on production) of the T r u s t  

FmY1 Prcyram probably exceeds its intent. 

E. Impacts on Smdl Prottucers 

Assess* the impacts of llTrust Fcmlgq credits an s m a l l  (particularly 

-h) pnxhzers is hapxed  by the paucity of information an the 

agmmmic and f inancia1 practices of t h i s  ~rclup. A s  a result,  the use of 

llTrust Rrrd" loans is not kmm in detail, and their effects only partially 

uder&od. Ncnetheless, it seems reasmable to assume that  most d l  

farmers canncrt fimnze pl- and related costs tutal ly  crut of family 

capital. A t  the same time, the Bank for Agriculture prwides limited 

f m t i h ~  to tkis -r while credit mqerat ives  represent kut a small part 

of totdl farmers and lerd t o  k t  a of W d r n m k r s h i p .  H-, it 

appears that same forn of i n f o n d  samze is channeling credits to this 

sector. The mst likely alternatives are dealers w o r  L-q-ut suppliers. 

s u b t a n t i o n  for asmbq the ~~ of informal credit 

scxlrces is a d m i m y  limited. --of-p-dm M e s  do provide for 

less than F i f  of variable costs to be financed fxwn persanal savings. 30 

Studies of wheat pmduAbn have identified dealers as saurces of credit for 

small p r ~ d ~ m s . 3 1  s u b t a d a t i o n  of this point is, hawwer, 

xq l i red.  

3 % N A ~ ,  Vezfil Para Financiamiento de Cultivos Arruales Cooperatin 
I n C e  de Servicios lCochabamba' Ltd.," mta, Cochabamba, ~ u l y  1986, 
Table 3 and 'Perfil de Financiamiento Para Cultivo de Papa, l t  Sarata, L a  Paz, 
August 1986, Table 1, ard urpblished data f m  PEMMASOR (Corn and Sorghum 
G r m e ~ ~ l  Associatian, Santa C~LIZ)  . 

3 ~ n h t e r i ~  de M a  Q r n F e s h  y Agrol=ecuarics, Of icinia de 
Planificacion Sectorial, Vriorizacion y Zdf icac ion  de l a  Production 
m i c o l a ,  ard uInaemsnto a l a  Prdxcion  Triguem-Diagnosticdl 1978. 



I f  h 3 e d  d l  prcducas have alternative credit sauces, even i f  

those sources are llinformal,ll then it beccnnes an important issue i f  the 

tlTrust M I 1  credits fllbstdtute for or augment those ather credits 

(mktitution vs. additiandlity). I f  the role is s w l y  one of 

t an, then the recipients w i l l  benefit by the rettuced cost of the 

'Tmst Rmd" mts ccarrpared to those frcmn ather sources. Wrt that is 

simply a direct subsidy to a snall  number of indivi&uals, not one which w i l l  

-ily foster develcpmk e x p d e d  ~ J t ,  irx=reased employment 

d posspossibly lwer prcduct prices. 

It was, during the f ie ld  interviews w i t h  c a m p e s h  and cooperative 

wployees, not possible to make a distinct d e w t i o n  of h m  the 

RrrdI1 credits were used. Detailed questionirq failed ta identify any 

instams in which 'Trust  W l 1  credit recipients were described as farming 

any dif fererrtly fmn nonrecipients. In particular, there was no evidence 

thatthenumberof ~ d e s c r i b e d i n t h e F E N A C R E p ~ s ~ a c t u a l l y  

used. 32 

In anather line of qyestioniq, farmers and cocrperative employees w e r e  

asked about the e x p e c t d  yield inpact of h a l t h q  f e r t i l i z e r  use and of 

doublirrg it, of in=reasing and decreasing planting density, etc. ?he intent 

was to  ha^ these c p u p ~  m v e d  of the margindl production 

reqonse to key inguts. Seed varieties are widely -zed as aff- 

keth averzqe yiel& an2 the ta-iaSil ie~ cf ylel& m i e r  tiif f m t  c lhL5c  

&ti-. For the raaainirq inprtn there was no apparerrt of 

-miable response. pxduction rather seenvsd to be a m a t t e r  of fixed irquts 

w i t h  little aperhenbtian aver varying input levels. 

 FENAC ACRE, 9 cit. 
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These. inf- are drawn with the benefit of limited field 

obemation. A langer and more, detailed study involvirrg -tion, 

interviews and a review of records is requFred before any finn conclusion 

can be mched. Eut what was observed is certainly wnsistent with 

traditiondl practices anmrg mdumted farmers. Farming is 1- t b m @ ~  

experience. Limit& resc~lrces restrict the m t  of aperimentation which 

can be clone. Ard l i t t l e  schcalirrg nut d y  restricts the dis t r ih t ion  of 

information thrmgh written sources, it can also haqer the develcpent of 

an analytical a p c i t y  to perceive of the m l e x  agricultural production 

function. Technical advice fram other sources is equally restricted. The 

-eve service of the Ministry of Agriculture is widely recognized as 

havhq little impad, due to unlerstaff hq and restricted travel fur&. 

w t i v e s  typically have extension agents, but again this senrice is 

urderstaff ed. A t  the Integrated Cmprative llCochabamba, for example, 

there are ttx, agents to service 4,000 m a b r s .  This for a a q e r a t i v e  which 

i s b e t t e r ~ a n d o r g a n i z e d t h a n m o s t .  ArdmYchoftheagronanistsltime 

sems to he s p n t  in wa23ating t!!e credit mrthhess of ~ / b o ~ .  

View& frm a n o t h e r m v e ,  how might a ourpesino be expcted to 

invest an -tianal lE$500, abart ane thixd of the esti.mted ast of potato 

pm&ztian.34 Increasing input levels wuiLd be risky i f  the respmse 

M a n  was nut known. W i t h  less risk, Fnprt pzhases  can be held 

ui-idmqd kSLile 'uhe -t b o r n 1 4  a t  higher cust f m  info& sources is 

r&uced. ?bus the prudent beneficiaries of the @Trust TtxrrlE Pngmm, faced 

with about increashq variable irqxrts, would be led to credit 

33% the discussion in 11Project Faper Index for the PL 480 Title 111 
Food ard D e v e l w  hrogram,ll Fall 1985, pp. 28-29. 

34~ee FDIACRE, g c i t .  



substitution. 35 ?he same conclusion can be derived i f  the mrmnrt of 

credits, ardthe amolrntborrawed, areboth less thanthereportedamxnrts. 

meSe tentative amclusions parallel experiences w i t h  srdll farm credit 

programs in a wide ? z q e  of countries. Eqhasizing the effects of 

substitution, additivity ard diversion, Von Pischke and Adam recognize "the 

type of information needed to doament [I liquidity f l c w s  for a 

representative sample of farm hauseholds is very time-cansuming ard costly 

to collect." For them, " A t  the farm lwel it is very costly, i f  rmt 

i m p s i h l e ,  to determine the impact of credit."36 

?he above is present& to m t e  the position that credits will 

fc&er develc-* anly when they are delivered w i t h  apprupriate technical. 

information. M e m b r s  of the ICI Develapment recognize this 

relationship and emplay agrmcdsts, in part, to serve that need. 

Ccaprative m g e r s  also identify the need for technicdl irqrcrts h t  

typically lack the resourr=es to provide them a t  the n e e s a q  lwel. 

coupling the Trust Fclrdtf Program w i t h  a sizeable ~ t i o n a l  extension 

prcyram is a daunting, i f  not altqether b p s s i b l e ,  task. Yet a fcudaticn 

exists ard alternatives are possible. The fcrcndation mists of the 

varieties, f e r t i l i ze r  use, ard the selection of other bpts.  ?he quality 

ard applicability of these reammdations need to be hvestigated, krt the 

351his tentative amclusion applies anly to p m c t i o n  costs an3 not to 
such lay run as land clear- and habilitation. Lard 
prepration cost is a major impediment to e q a d i q  proctuction in the 
agriciiltural frantiers, mst rmtably Santa Cruz. ?he Cooperative "Sarrta 
Cruz Norte, It for example, included the clear* of 200 hectares in the 
lTmst Furdll-qqxrted projects. FENACRE OJ cit., p. 31. 

3 6 ~ . ~ .  Von Pischke ard D.W. Adanrs, "Flslgibility ard the Design ard 
EvdLuatian of Agriai l twal Credit Programs." Amer. J. Aar. Econ. 62:719-26 
(1980), pp. 721 ard 724. 
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stations do pmvide a sounse of technical i n f o m t i a n  which appears to be 

m i z e d  due to inadeqmte ais-. 

Rather t !  us- a p u b l i c l y - s u p p ~  extensian prqram, it appears 

more viable to u t i l i ze  existhy inprt suppliers ard dealers. These grcsq3s 

are in reqular amtact w i t h  producers ard, in general, prosper when 

agriculture prospers. Bus it is imaginable to channel credits t h m q h  

these grcqs which can prwide in kind loans of the agmnanically suitable 

irqxI.ts. one pragram of w generdl nature is presently supported by the 

m." The project is w i t h  the Santa Cruz association of 

corn ard soqhum pmducas. Urder the 'Tmst Furdtl agreement, FR3AXR 

plrchases F-1 hybrid seed which is pmvided to members w i t h  pa- due a t  

harvesttime. ~resuchp ro j ec t sw i l l be seen in theAr tu rea s thep rog ram 

to &ren$l% associations becames operative. That ? rq ram is 

inbrded to  'I. . . prwide both lwns ard grants to producerst associations 

. . . for  the prpse of pmhsbq, sell- o r  distrilxrting irqxrts o r  

prcducts o r  other types of pxductive, prof itable -. t'37 Grants 

in should nat of ccrurse be viewed a s  a p a ~ c e a  = the &on exists fcr 

the brrower to sell the inprts and invest the proceeds in different ways. 

The pint b e k j  stated here is that s imi la r  efforts  can be made by 

channeliq Arrds thrmgh prim agents rather than associations. Careful 

planning anl supervisian will be required to see that m l y  m e t e  
jrqiC& k, t"le & alrcunts are distributed tkllmgh thess channels. 

Alternatively, productian associatian loans can be channeled banks 

an the canditian tha t  branch offices be established in rural areas. This 

37Agnemt  bebeen *! GcwE- of *ie t ?  and t?? Gov- of 
Bolivia for  the W e  of Agricultural camcdities, April 9, 1987, p. 7. 
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approach gives the associations access to the technical resoun=es of the 

bank a l q  w i t h  providing a means for residents to ixrease savings. 

Other ~ i b l e  approaches are the establidmmt of numerous 

-tian plots, or the pay- of individual fanners to follm certain 

nantraditional agrPncwic practices. Practical damnstrationst espcially if 

they use local farnutrs, can be an espcially valuable tea* approach 

ammg people w i t h  limited fonnal education. 

Costs of Loans 

A significant - to participation in the "Trust  Fuxd1# Prcgram by 

d l  farmers may be the rmnirrterest costs of borrowing. Studies have shown 

that irRerest can be but 20 percent or less of t u t d  loan costs, often 

equating formal w i t h  informdl loan costs frrrn the -ve of small 

creditors. Other karmmxst ccsts associated with formal loans are time, 

transportatian, bribes ard legal fees. S h i P k i q  these costs to the 1- 

thracagh such expedients as nudl bank braru=h offices may be efficient, but 

not feasible given the currerrt spread &located to ICIs. Increas- spreads 

by ra i . .sh~  interest rates wuld not be expcted to have a major impact an 

small loan d a m n 3  as irrtereSt costs are  a s m a l l  portion of total loan costs. 

For this class of borrawers, the timeliness of the loan disbursement, the 

flexibility of loan r e p a m  ard the availability of additicmal 

loans are far more signif icarrt factors than the f ormdl interest dxirqe. 38 

VIII . Q3NUTSIONS AND XEaWENWECNS 

?he canclusions ard -ti- are mde in regard to three 

. 6 of the llTrust FtmY1 Program, its institutional success, 

its fiduciaxy security arYl its impacts an beneficiaries. 

38pdaas arYl Graham, OJ cit., pp. 350, 353-54. 



A. Irlstitll-tionalSuccess 

Canc1l;sians 

?he Tmst Rsdtt E q r a m  has achiwed a very substantial mmzss in 

using the Eolivian private sector institutians (ICIs) , iru=ld.rq banks, 
cccperativpc anl other producer g m u p  to d i s t r -  adits across the 

Eolivian agricultural W r .  W Wdtutions give wery indication of 

d i s t r i k t h j  the Ands efficiently, equitably a& in accordance with the 

s t ip la t ians  of the "Trust F c n d I 1  Program. In the F-, these 

institll-tians an= being w. Because of the difficulty of m i n g  

the impact of &ts on individual recipients, the efficiency a .  

flhility of the ICIs is cansidered the n o s t  significant measure of t!! 

success of the 'Trust FLndw Program. An efficient credit market is a g ~ & &  

to identify the highest value use of fun% at the 1-i wst ard hence be 

mst b e M i c M  to the agricultual h r .  

-ti- 

?he distrikrtion of HTrust -" d t s  can be made mre efficient a&- 

equitable by apply- the follawing practices: 

1) Dpmve the infomation amlysis by the Semetziat of the 

periodic tTrust Fundw reports by increasing data processing capability. 

Efforts in this M a n  are presently -y. 

2 )  Increase the field sqemisory staff of the Executive Seaetaq. 

PIPse.zr.tly 27s L r d i v i U  ?as p r i n c i p l  r e e i b i l i t y  far sqemishg o v e r  

700 projects, many of w h i c h  have multiple beneficiaries. mte 

-ision under 'A ciramrstances, a d  especially cansidering the 

difficult travel amarqenmki much of Bolivia, is clearly r u t  

possible. Yet regular field visits are essential to see- that the 

devel- cbjectives of the F T q m m  are aaxmplished. Thus m ~ r e  staff is 
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required. One means of oryanizing this staff which provi& ef f ici- 

of location ard knawledge is to have field staff in the major centers of 

beneficiaries, that  i s ,  in La Paz, Cochabamba ad Santa am. 

3)  'IheUSAID/BoliviaMissionappears to have relinquishedalmost 

cc~rrplete responsibility for the Program to the Secretariat. It 

is apprapriate that the Secretariat as planml carry out the a h b b t m t i v e  

fmctions, but the Missian retains a need to establish policy in conjunction 

w i t h  the respansible representatives of the Wenrent  of Bolivia. A t  this 

point it is not clear the Missian staff is sufficiently familiar w i t h  the 

details of the Prcyram operaticin to ionmilate o p t b d  strategies. 'Ihe 

Missian does retain ad uti l ize  the authority to release furds to the 

s e c n 2 t a r i a t a d t o ~ l o a n s ~ t h e m a x i n n r m a m c x n r t .  Further 

involvement with the Prcgram, mst particularly w i t h  beneficiaries as part 

of field vis i ts ,  is re&red. 

4 )  While all participating ICIs appear to be meeting or exl=eeding 

minimum Pmgram -, sate clearly m t e  mre w i t h i n  the spirit of- 

the I 1 T r J s t  RnwiI1 Program than athers. 'Ibis is evident anrmg the 

participating banks in such ways as the s i z e  and professional credentials of 

the Developner;t s taffs  ad the forms of callateral which are 

accqtable frm snall pmdxem. The m>st uxperative banks should be 

identified d rewankd for their efforts as a stimulus to them an3 

czig.ettLi Appqrkts rswanls would incl& aiic~atirrJ greater 

d t  portfolios to these banks an3 raisirq their ~ h .  Selection my 

be made through a rankkg based an a set of cr i ter ia  prepared by the 

Secretariat ard the Mission, or frnm a bid procectuse in which the banks 

specify the services to be provided for distributbq, say, ~~$500,000 or 

USS1 million in credits.  
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5 )  The unpredictable availability of PL 480 Ands by the hreasurer 

General makes the planning procgss for the Secretariat, +,he ICIs ard, 

especially, the mipierits extremely d i f f i a l r .  USAID should make every 

effort to establish a s&eAle for 'h release of fur& to the a- of 

the Seaetzriat .  on &at is acceptable within the Bolivian 

politicdl e r r v i m m a t ,  this may be acc=arrplished by legislatian mrihting 

release of speci f id  pericd or by acamzulaw fm3.s in a PL 480-managed 

acccwrt fram wh ich  ordered disbursdls can be made. 

6 )  The pmcehre for assurirq the p m q t  disburserrrent of  trust Fund1f 

credits fram the p a r t i c i p a w  banks requires streamliniq. Preserrtly, 

furds are transferred to banks where they keg in  earnirq 13 pmmt i r r z .  

As this is anly half of the then prwailirrg rate for doll-ted 

camxcial loans, the banks have a stmrrg S v e  to delay -. 
T h e S e c m t a r i a t m u s t t h a ~ t h e b a n k s t o s e e t h a t A n d s a r e ~  

disbursed within the Stipdated 3 0 4 y  period. 'Ibis matter w i l l  k e c a e  mre 

significant as loans are repaid to the banks ard held for relerdbq. - 

It is Frcposec! that 'h Secretariat mairrtain a regular passbook a c m t  

in each participating Sank e a d r g  ocnmnescial hterest rates. F W d s  would 

then be released to, ard paid irrto, this accamt. Such an appmad~ wmld 

differ frrrn present practice in the level of interest paid ard the r e p o w  

practices for the balance. with a snaller spread b t w e a ~  interest paid and 

received, M_ks wmld Pave less b.ce.?tive to del2y cikbuz-~t, e x . i i  t!!e 

enforcement issue. Ebds a a l d  be transferred a r t  of the pasbook aCCglTPltS 

by using the regular wi+mwal process. The banks txxrld be responsible for 

nrmitorhq deposits ard interest payments, as w i t h  any savings accamt* 

7 )  The enorxmus spread between "Trust Furd'' ard cxlmmercial interest 

raw--presently ( ~ a r r ~ a r y  1987) arocrnl 100 percwrt-increases the all-tian 
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problem for the Secretariat. At a 13 percent (plus me percat) annudl 

rate, "Trust Rnri1! loans are a bargain smght by wery possible sector in 

the Bolivian ecarmrcry al thaqh this could chiqe as cwrmercial interest rates 

fluctuate. Raisiq the annual interest rate would permit mrket forces to 

assist in the allocation process. The higher rates c m l d  be used in several 

ways to the llTnist FxdI1 Program, ways including raising the 

spread earned by banks for certain classes of loans. 

8) Offer- a straight four percent spread to the ICIs actudlly 

dixauraaes d small loans. Small loans of, say, US$1, 000-3,000 require nearly 

as much supemision as a far larger loan, yet return the bank a modest gross 

spread of USS40 to USSl.20. The spread should be made greater for sdl  

loans in reaqnition of the proportianally higher Arhninistrr;ltive cc&s and 

possibly greater risk associated with unseax& campesh borrwers. 

B. Fiduciaxy Success 

Chnclusians 

The integrity of the "Trust FlsdN was largely assured when in 

1985 the loans w s m  -ted in redl dollar terms. Wo possibilities 

nanetheless e x i s t  for losses in the real  value of the f m d  over time. 

First, a bank failure would likely lead to a caplete wrimff of the loans 

to that bank. 'Ibis possibility exists h t  is difficult to predict. Sca~l ,  

the p e s 0 - M  CPI m y  be increasing faster than the official e&arge rate, 

*i~! is used to EE2.S- *! &C~L-E of *E p L L T . t t i 7 j  r;Cql= of the L. 

dollar. Present irdicatians, in the judrgnent of the author, a .  that the 

difference between t!! two rates is ten percentage points so that 

decline in the real peso value of the ttTrust Mtt shcruld be expeded Wer 

time. 



-ti= 

1) Plans already underway for a tho- audit of private Bolivian 

banks shculd be given a high priority. 

2) Rrnds should be distxused a m q  the private banks (the ~reserrt 

p l i c y )  so as to minimize any possible loss due to a bank failure. 

3)  Interest rates M d  be raised as a means of cxarpensat- for the 

apparent decline in the real peso value of the wTrust FUrd.lt  

C. Prductivity Success 

The tt?hrst Funktt loans are granted to three distinct w, 
id1 ard artisandl agr0- enterprises, rdiumsized farms ard small 

f a n s .  The effects of the loans on each grolzp are distiry=t ard nolst be - = P = ~ Y .  

Conclusions Pertaum . , to Aqroidustrial and Artisanal Enterprises 

The present, shrartage of loan capital, especially medimterm capital, 

in Bolivia means that +h 'Trust FWdtt is perf- an invaluable service 

by l a . ?  to these grcup. Irrlicatians are that the loans are p t  to 

prcductive cse, but a wre detailed is nquimxl to d a d a n t h t e  that 

point. There is a lack of resear& to guide loan officers in deterrmnvrg . . 

the m#t critical a s p c k  of agro- to wrt, as an indirect nreans 

of enhanc-, the w e l l  beislg of w a r  oaonsl.lmers. The lack of 

direction on the definition of "artisanalW or the prrposes of loans to that 

& ~ r  -A= t l  C * ~ t s  difficult 'a rra~ge effectively. 

Recammerdatians 

1) A detailed s t ~ ~ 3 ~  or" the agricultural inprt, process- ard 

w k e t i q $ s t r h t i o n  sectors in Bolivia is desirable as a basis for 

directing loans to the activit ies rest cmcia.1 for the developnent of the 

foad ard f* sys tars .  
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2)  The prductivity effects of past loans shmld be determined 

a study of inciividual loan applications ard periodic reports, 

supplemented by field visits. The results of this andlysis m y  be used to 

enhance the allcation of loans to the sector. 

3 )  A clarification of the ~xuposes of artisanal loans is required 

before theiP impact can be assessed. Possibilities irclb the provision of 

no~gricultural ruxa l  eqlcryment, the p-tion of traditiondl crafts, or 

e h a x a m t  of the value of nonfood agricultural prducts like wwl, alpaca 

and lea-. A clearer description of the puposes of these loans would 

assist in their -tion. 

Cbnclusions for Medium-Sized Farnr; 

"Trust RxxIl1 loans supply a very evident need for reasanably-priced 

oedit for m e d i m e  farms. W e  no effort was made to document the 

aggxqate pnductive impact of the loans to this sector, the records 

reviewed and recipients visited suggest strongly that there is a very 

significant p-on impact attributable to the "Trust 

-tions 

1) A review of loan applicatians ~ ~ i d c  reprts should bs 

urdertakento doannerrt the a-te prcchrction impact of these loans. 

2)  A review of the Bolivian agricultural sector w i l l  assist in the 

prioritization of the sectors for receiviq these loans. Criteria for 

oAhhli&irq the r;lricritie.s d d  Lzcl&e sak. f a c t ~ r s  as aci&ability arc? 

price of foodstuffs, efficient use of dmestically-prduced an- f&, 

import substitution, etc. 

Conclusions for Small Sized Farms 

The snail (laryely campesino) size fanu sector in Bolivia is the 

laryest in tenas of mmbexs, and in aggregate -lies the greatest share of 
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food for dmesti.c m a n .  Yet the agmnmic pzadcices ard finan=ial 

arrangements of these fanners is h t p r l y  doamrented, m k h g  an 

of the p r d u d i v e  use of Fad1@ credits extremely diff idt. 

Implications however are that the @Trust Rnd@@ credits largely subti- 

for finds frm other informal m. 

?he high cost of . . 
bq small, individual loans conbined w i t h  

the riskiness of 1- to largely unsecured bo- means that small 

farmer loans must be nude an form of g r ~ ~ p j  basis such as thrcqh a 

cooperative or prochrctian association. Loans must be acccanpanied by 

technical assistame i f  borraklers are to gain the greatest benefit fkm 

these loans. 

Rscommendatians 

1) A detailed stu3y of ompesh fannbq pzactices ard financial 

anwqem!nts w i t h  sypliers ard dealers is cri t ical ly  need& as a  leans of 

- I  the role of Q.;-edit to this large grmrp. 

2)  Alternative means of ex t ed iq  technical infonnatian m s t  be 

identified anct tasted. m i b i l i t i e s  include suppliers ard/or Wers, 

demnstntion plats u t i l i z b q  local f ~ n r e r s ,  ard rurdL bank branch offices. 

3)  ?he spread for loans to this sized p- s h d d  be irw=reased in 
. . 

recognition of the high admmstmtive costs ard risks involved. 

4)  N w  loan costs to small borrmers need to be reduced and 

t b ~  I=&-r;. srm allmet2 Z d i l i t y  +a zeet the diveizse ard variable 

needs of small farmers. 



D. Issues ofMajorSignifi- 

Elements of Success 

The Prcqam is judged m f u l  &e to the follcwirq factors: 

1) Acute credit needs in Bolivia follcwbq rapan t  inflation ard near 

decapitalization in 1984. 

2 
. . Mmmal c3ntrol wer the ICIs by governm.nt ard minimal regulation 

3 MaxFmum flexibility allwed ICIs for establ- repymnt 

M t i o n s  for boxrams. 

4) careful- , , t ian by a quasi--t agency, the 

E k a t i v e  Secretariat, which has been properly dmxtmed to canry out 

that  task. 

ainc ipa l  Limitations 

The effectiveness of the T r u s t  Rndtt Program is limited by the 

follcrwirrJ factors wbich shculd be given priority for re3i.f icatian: 
- - 

1) D- frm the h-easury must be predictable for the Ands 

to be most valuable to borrcwers. 

2)  Disbursanents by ICI to recipients must APlction w i t h  less 

wersight by the Ekeartive SeQ-etariat. The allocdltion schedule recerrtly 

adopted further hcmases the oversight kurden. 

3)  The inkrest rate levels for the T r u s t  hrustl* Program are (as of 

January 1987) so f a r  belm irarket r a t s  a s  to create great camptition for 

the loans ard resultant allocatian prab1e.n~ as w e l l  as p r e c l w  the use of 

local savhqs to a- the M. Interest rates in the private sector 

w i l l ,  of course, f l u a t e  aver time. 

4)  Spreads for the ICIs do nat reflect the him costs of n d C b 3  

small loans ard hence discourage that activity. 
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5) Loans to d l  can be made mre effective by a) reducing 

rmninterest borrcwing costs, b) -izing the flexibility cf loan terms 

and c) pmvidbq for technical services to assist in the efficient use of 

mts. 



Letters-of-Vrderstanding fcr 1984-85 and 1985-86 

between private banks and the Exemtive Secretariat 
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CARTA DE I3TENDIMIENü 

~ - 

FOhW ROTATIVO DE CREDITOS FN EL BANCO 

1. PARTES INTERVINIENTES - 
... 

secretar ía  Ej ecut iva dei Titulo 
que para f ines de l a  presente Carta de Entendimiento s e  de- 

nomina l a  SECRETARIA, representada por su Secretario Ejecu- 

t ivo Sr. Fadrique Ehñioz Reyes. 

- - ~~ . -- -- 

1 . 2 .  E l  Banco que para fines de l a  
presente Carta s e  denomina e l  BANCO, representado por su - 
Gerente y Gerente adjunto de l a  Sucursal La Paz, Lic. Juan 

Cariaga Osorio y Lic. Grover Gutierrez Espincza, respecti- 

vamente. 

2 .  OBTETO DE LA CARTA .- 

La presente Carta t iene por objeto n o m r  e l  establecimiento de 
un Fondo'de ~ r k d i t o  Rotativo para e l  desarrollo de los  sectores 

agropecuario, agroindustrial y artesanal,  con recursos del  Pro- 

grama P.L.0480 Título 111 y e l  aporte & recursos propios de l  

BANCO. Pala este  efecto l a  SECRETARiA otorga a l  BANCO, fondos 

en calidad de fideicaniso. 

3. FINANCIXMIEXTO DEL FONXJ DE CREDITO RCTATILC 

3.1. Para e l  establecimiento del fondo de C r a i t o  Rotativo (HN- 

DO), inicialmente l a  SECRETNUA asigna a l  BMCP sn calida,: 
de f ide icmiso ,  l a  s m  de $b.3.000.000.00C.-- [Tres m i l  - 
millones 00/100 Pesos bolivianos) y e l  BANCO s e  compranete 

a l  aporte de hasta $b. 600.000.000.-- (Seiscientos millunes 

00/100 Pesos bolivianos), montos que p o d r h  se r  incrementa- 

dos en función a l  ritmo de colocación de los  créditos y a 

l a  disponibilidad de fondos en e l  Titulo 111. 
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4 .  CARACTERISTICAS DEL FCNXl 

4.1. Los recursos del FONDO, se  destinaxdn exclusivamente a l  

f inanciamiento de actividades de agropecua- 

r i a ,  agroindustrial y artesanal,  en los  montos, condi- lb, 

ciones financieras y procedimientos establecidos en e l  
numeral 6. de l a  presente Carta de Entendimiento. 

4.2. E l  plazo de devolucibn de los  fondos otorgados por l a  

SECRETARIA en calidad de fideicomiso, s e d  establecido 

a los  se i s  meses de l a  vigencia de l a  presente Carta; 

previa evaluación de los resultados en l a  colocación de 

los  recursos. 

4.3.  Los recursos desembolsados por l a  SECRETARIA deben s e r  
colocados en calidad de cr4dit0, en un plazo no mayor a 

los  t r e s  (3) meses de efectuado e l  desembolso. Los re- - 

cursos financieros no colocados en dicho periodo se& 

revertidos inmediatamente a l a  SECRETARIA. 

4.4. Los recursos desembolsados por l a  SECREi'ARIP., ~ i e n t r a c  

no sean util izados para fines de crkdito, devengar& un 
interés  anual igual a l a  tasa de i n t e d s  pasiva e.r cuen- 

tas de ahorro del  sistema bancario cmerci3-l_. Actual- 

mente dicha tasa es del ciento diez por ciento iaual 

(110%). Es tos recursos generados adicionaLrilente , se& 

capitalizados trimestralmente y también serán u t i l i za -  

dos para fines de credito,  por medio del FONIü. 

4 .S. Las recuperaciones de los  créditos otorgados con re&r- 
sos del FONDO se& reutilizados , en un plazo no ma- 
yor a t res  (3) meses, para c d d i t o s ,  confome a las n o ~  
mas establecidas en e l  numeral 6. de l a  presente Carta 

de Entendimiento. Las recuperaciones no colocadas en 

e l  periodo de t r e s  (3) meses s e d n  revertidas inmediata- 
r r r r r n l n ~ ~  
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4.6. Las recuperaciones de los  creditos ,otorgados con reeursos 
del FONDO, correspondientes a recursos del ~ f t u l o  111, - 
mientras no sean reutilizados, devengadn un in terés  igual 

a l a  tasa de interks anual pasiva en cuentas de ahorro del 

sistema banczrio canercial. \ '-. 
S. REGULACIONES DEL CREDITO 

5.1. E l  BANCO t iene a u t o n d a  y responsabilidad en l a  selecabr! 

de los  beneficiarios y en l a  aprobaci6n de los  crkditos , . . 
dentro l a s  limitaciones y cordiciones de l a  presente Car- 

ta. 

5.2. Los beneficiarios del cr'edito s e d n  constituidos por per- 

sonas individuales o asociados en agrupaciones jurídica - 
mente constituidas y pequeñas y medianas empresas, dedi- 

cadas a l a  actividad agrfcola, pecuaria, agroindustrial o 
.- 

artesanal. 

5.3. Las montos &irnos de préstamo individual se& de $b./ 

/30.000.000.-- (Treinta millones 00/100 Pesos bolivianos) 

con recursos del ~ f t u l o  111 y para pequeñas y medianas m-. 
presas hasta l a  suma de $b.400.000.000.-- (Cuatrocientos 

millones 00/100 Pesos bolivianos). Estos l h i t e s  pcdA 
s e r  revisados peribdicaniente en funci6n de l  incrorn~tc en 

l o s  c o s t ~ s  de yr&cci&. 

5.4. E l  BANCO esta  autorizado a u t i l i z a r  fonmilarios para las 
solic'ítudes de financiamiento. 

6. CONDICIONES DEL CREDITO 

6.1. Hasta tanto s e  defina e l  plazo para la  permanencia de los  
recursos del ~ f t u l o  111 en fideicomiso, e l  BANCO estd - 
autorizado a otorgar créditos solamente hasta un plazo - 
-L . . : - -  3 -  ..- ( 1  > -S -  - - 1  -- 1 - - . :  - 
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6.2. Las tasas de interés para los créditos otorgados con recur- 
sos del Programa del Titulo 111, se& iguales a las  tasas 
de inter6s fijadas por e l  Banco Central de Bolivia para 

créditos de fmento de los sectores agropecuario, agroin - 
h t r i a l  y artesanal, respectivamente. Actualmente, de 844. 
anual para pequeños agricultores, 110 por ciento anual pa- 
ra empresas agrjcolas y e l  sector agroindustrial y 100 por 
ciento para artesanos. 

6.3. La tasa de interés, para e l  cunponente de recursos propigs , . 
del BANCO, s e d  igual a l a  tasa de interés anual f i jada - 
por e l  Banco Central de Bolivia para los créditos con re- 
cursos internos y sin cláusula de mantenimiento de valor. 
Actualmente dicha tasa es del 150 por ciento anual. 

6.4. Adicionalmente a las  tasas de interés establecidas en los 
numerales 6.2. y 6.3. de l a  presente C a m ,  e l  BANOO in- -- 

cluirá una comisión del diez por ciento soSr- e l  to ta l  del 
crédito, para establecer un fondo de reserva para cr6ditos 

incobrables. Esta canisi6n del 10 por ciento adicional, se 
cobrad de l a  siguiente fonna: cinco (5) por c imto  sobre 
e l  total  del crédito a l  inicio y e l  restante cinco (5) por 
ciento a l  f inal  del plazo estipllado en cada cr&ito. 

6.5. E l  BRVCO, para cubrir sus costos de evaiuacidn y suyenri - 
si6n de los crkditos e s d  autorizado a cobrar a l  pres-ta- 
rio una canisi6n f l a t  del s ie te  (7 )  por ciento, por uha - 
sola vez, sobre e l  to ta l  del cr6dito. 

6.6. En caso 2e presentarse morosidad en l a  canceiaci6n de los 
créditos otorgados, e l  BANOO aplicará los intereses penales 
establecidos legalmente. Los recursos generados por este 
concepto, se& distribuidos proporcionalmente a l a  e s t u -  
tura de financiamiento del cr'edito, en favor del BANCO y 

del Programa P.L.480 Titulo 111. 
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6.7. Eh materia de g a m t f a s ,  e l  BANCO adoptad una p l f t i ca  - 
f lexible en funci6n a l  monto del cr6dito y l a  disponibili- 

dad de activos del prestatario. Tratandose de pequeños - 
agricultores las  garantias pueden se r  prendarias y / o  per- 

scnales . 

6.8. Excepcionalmente e l  BANCO p d r g  otorgar pdrrogas en e l  

plazo de vencimiento, cuando l as  actividades financiadas - 
hubieren sufrido retrasos por causas debidamente justifica- 

das, y previa autorizaci6n de l a  SECmARZA. , . 

7. OBLIGACIONES CONTRACIUALES 

7.1. E l  BA.YCO, can e l  obj eto de proporcionar una atenci6n ade - 
cuada y oportuna a los  prestatarios del FCND y' mantener 

mecanismos de control y seguimiento de los  crQitos, - s e  

canpromete a l  fortalecimiento de su Divisi6n I?LO Desarrollo. 
- - 

i .  2 .  El BANCO toma a su cargo, S¿? costo alguno para e l  presta- 

ta r io  ni para l a  SECRETARLA, los  tdmites correspondientes 

a l a  suscripci6n y fornalizaci@ del c r h t o ,  con -e+ 

de gastos notariales, timbres e impuestos de Ley. 

7.3. ~l BANCO s e  campramete a supemisar l a  correcta inversi6n 

del crgdito. 

7.4. El BANCO se  obliga a l a  recuperaci6n de los tratos c a e -  

didos,  en los plazos establecidos, 'y  efectuar los  trámites 

juridicos en caso de mora o insolvencia. 

7.5. E l  BANCO, mantendrá registros financieros y contables, re- 

lativos a l  FOMX), en f o m  separada, a f i n  & f a c i l i t a r  l a  

identificaci6n de las  operaciones y progresos del FüMX). 

7.6. E l  BANCO se obliga a reembolsar a l a  SECRETW mensuaimen- 
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t e  informes financieros sobre e l  movimiento del FCNDO y l a  

situaci6n de l a  Cartera. Tambi6n presentad  trimestraimen- 

t e  informes narrativos respecto 91 grado de impienentaci6n 

e inversi6n de los créditos otorgados. 

7.8. La SECRETARIA reconoce en favor del BANCX) 20 puntos porcen- 

tuales de l a  tasa de interés generada por los recursos del 

~ f t u l o  111 cuando e l  &WCO aporte un &imo del 20% de sus 

recursos propios en e l  crédito correspondiente y de 1 2  pun- 

tos porcentuales cuando l a  integridad del c r k t o  se efec- 

t6e con recursos del Titulo 111. 

7.9. E l  BAhTCO asume la  responsabilidad t o t a l  de l a  recuperacih 

de los  créditos, y en caso de que l a s  $r&das pclr morosi- 

dad o insolvencia supere e l  fondo de reserJa de cr6ditos - 
incobrables (numeral 6.4.) c l  BANCO cubrid. e l  excedente - 
con recursos propios. .- 

8, ADlINISTRACION DEL FONJXI DE RESERVA PARA C.REDITOS INCOBRABLES 

Los recursos generados por concepto de l a  comisibn del  diez por 

ciento (108) para establecer el fondo de reserva para creditos 

incobrables, establecido en e l  numeral 6.4. de la presente Car- 

ta, se& depositados en e l  ñANOO en una cuenta de ahorro a - 
plazo f i j o ,  a nombre de l a  "Secretaria Ejecutiva P.L.GO Titulo 

III", hasta tanto se defina,  de mutuo acuerdo entre e l  BANCD y 
l a  SECRETAFUA, una inversi6n rrds adecuada a objeto de preservar 

su poder adquisitivo. Estos recursos principalmente se& des- 

tinados a cubri'r las  pérdidas por insolvencia o morosidad,. De 
ex i s t i r  saldos disponibles a l  f ina l  del periodo de vigencia del 

FONDO, estos s e d n  de propiedad del Programa del Titulo 111. 

,,,,, 1 Cualquier enmienda a l a  presente Carta en su totalidsd o r l ~  i 7 n a  
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cláusula en particular,  deberá efectuarse por escrito y 
tener e l  acuerdo expreso de las  partes intervinientes. 

REST AVAILABLE COPY 
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SEGUNDA ENMIENDA A LA CARTA DE ENTENDIMIENTO 

SUSCRITA ENTRE LA SEC3TAXIA E J E N S V A  DEL PROGRAMA P.L.480 TITU- 
M 111 Y EL BANCO PARA LA XMPLEMENTACION 

DEL FONDO ROTATIVO DE CREDITOS 

En conformidad a l  numeral 9 de l a  Carta de Entendimiento s u s c r i t a  
- - 

con e l  Banco en fecha cinco de diciembre 

de 1984, para l a  implementación d e l  Fondo RDtativo de ~ r é d i t o s ,  se 

Enmienda e l  numeral 5.3. y se incorpora e l  numeral 3.2. en l o s  si- 

guientes térninos:  

- 3.2. En conformidad a l a  ~ l a ú s u l a  3.1. de l a  presente Carta, l a  

SECRETARIA incrementa su apor te  a l  Fondo Rotativo de c r é d i t o  

en Sb. 2.000.000.000.-- (Dos m i l  millones oo/100 pesos bo l i -  

vianos) y e l  BANCO s e  compromete a l  apor te  adic ional  de has ta  

Sb. 400.000.000.-- (Cuatrocientos mil lones oo/100 pesos bol i -  

v ianos) .  Por l o  t an to ,  l o s  fondos comprometidos por l a  SECRE - 
TARIA ascienden a l a  fecha a Sb. 5.000.000.000..- (Cinc0 m i l  

millones oo/100 pesos bol iv ianos) .  

E l  apor te  adic ional  de l a  SECRETARIA s e  desembolsará en favor 

d e l  BANCO en función a su d isponibi l idad de recursos.  -- 

5. 3. Los rrontos máximos de préstamo, con recursos d e l  ~ í t u l o  111, 

serán de Sb. 100.000.000.-- (Cien mil lones oo/100 pesos bo l i -  

vianos) para préstamos individuales y Sb. 500.000.000.-- (Qui- 

n ientos  millones oo/100 pesos bolivianos) para pequeñas y m e -  

dianas agroempresas. 

Estos l í m i t e s  podrán ser revisados periódicamente en función 

a l  incremento de l o s  cos tos  de producción. 

Nosotros, L i c .  Juan Cariaga Osorio y L i c .  Grover Gutierrez E s p i n o z ~  

en representación d e l  BANCO y Sr .  Fadrique ~uñoz' Reyes, en reprece? -. 
tacidn de l a  SECRZTAñiA, aceptamos l a  presente  Enmiuda y para cona - 
tancia-s/gn l a  ciudad de La Paz, a l o s  t r+e=  d í a s  de1 me- = -  

7 
febrero de m i , l / 3 d v e ~ n t o s  ochenta y cinco afios. 

----- - - - - 7 - 5 ,  

/ 
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ENMIENDA A LA CARTA DE ENTENDIMIENTO 

SUSCRITA ENTRE LA S E C ~ T ~ I A _ E J E ~ N A 9 E L J R O G R A M A  P. L. -480 TITU- 
LO 111 Y EL BANCO PARA LA IMPLEMENTA - 

CION DEL FONW ROTATIVO DE CREDITOS 

En conformidad a l  numeral 9 de l a  Carta de Entendimiento suscri-  
_ _  __  ---- 

t a  con e l  Banco . en fecha 5 de diciembre 

de 1984 para l a  implementación del  Fondo Rotativo de crédi tos ,  se 

enmienda e l  numeral 7.6. y se  incorpora e l  numeral 7.7. en l o s  si- 

- guientes términos: . 
7.6. E l  BANCO se  obliga a reembolsar a l a  SECRETARIA l a  integridad 

de lo s  fondos otorgados en calidad de fideicomiso, incluyendo 

lo s  intereses  generados por cualquier concepto, a l  término del  

plazo estipulado en e l  numeral 4.2 de l a  presente Carta. 

7.7. E l  BANCO se  compromete a presentar a l a  SECRETARIA, informes 

financieros mensualco sobre e l  movimiento de l  FONDO y l a  s i  - 
tuación de l a  Cartera. ~ambién presentará trimestralmente 

informes narrativos respecto a l  grado de implementación e in - 
versión de l o s  crédi tos  otorgados. 

Nosotros Lic. Juan Cariaga Osorio y Lic. Grover Gutierrez Espinoza, 

en representación de l  BANCO y Sr. Fadrique Muñoz Reyes, en repre- 

sentación de l a  SECRETARIA, aceptamos l a  presente Enmienda y para 

constancia firmamos en l a  ciudad de TA Paz a los  ve in t i s i e t e  dlaa 

dei  mes de diciembre de m i l  novecientos ochenta y cuatro años. 
- -  - .  - -- - -- - - 
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1.2. E l  B s ~ c o  q u e  p a r a  f i n e s  de la  
= . r e sen  te i - . . a r t a  SE denomina  el BANCO, 
r e p r e s e n t a d o  F @ r  s u  G e r e n t e  G e n e r a l  L i c .  
F e r n a n d o  Canchez de Lorada  y s u  G e r e n t e  O F i c i n a  
La Faz L i c . E z r i . i r ~  G l v a r e r  R .  

La p r e s e n t e  C a r t a  t i e n e  p o r  o b j e t o  e s t a b l e c e r  l a s  - 
no rmss  v ~ r ~ ~ ~ d i r ~ i ~ n t c s  P a r a  l a  a d m i n i s t r a c i t 5 n  de l o s  
r e c u r s l > s  dsl P r s ~ g r , m d  P. L .  -4EO? a ser ctorqados ?or la 
CECRETGZIA a 1  EAi.,.jii;O sn c3 1 i d a d  d e  f i d e i c o m i s o .  

P a r a  F i n e s  de 5 s i j n a c i Ó n  d e  r e c u r s o s  f i n a n i  ieros? 
p r e v i a m e n t e  el Blith.Y.3 d e b e  d e s a r r o l l a r  un p l a n  d e  
rnerczdeo.  ~ a n s i ~ : ~ ~ t e i  h i s i c s r n e n t e .  BP. :a 
i + r i . & l c '  - -  - <;. - , la-GzL :.I:,!-I p r e s t a t a r i s s ,  I-.ubres d e  
f i n a n c i s r r ~ j e n t a  Y r z s u s r i m i e n t o s  d e  z r k d i t o r  
i n f o r m a e i 5 n  q u e  d e b e r 4  .ser p r e s e n t a d a  sor l a  
SECRETAFIFi en el f o r r n u l a r i a  N o .  1 a d j u n t o ,  acurripañando 
una p r o p u e s t a  C P ~  p l a n  B e  de . s embo lzos .  La SE,:EETAHIA 
e n  t i . 3 . ~ ~  a: p l a n  d e  d e á s m 5 o l s o s  p r o p u e c t o  y a SU 

d i s ~ ~ r 8 : b i  l i d s d  d e  f o n d o s ,  e r e c t u a r i  l o s  d e s e n b o l s o s  e n  
f a v o r  del GF:P;CO. 
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5 .  1. Los recurso- ; <  ot~raa.-~-: - L a 1 ~ A h l 1 ~ O v  en 
cjli,-j.ad ,-J.? = ' d - ' -  . = l ~ ¿ m i ~ ü ,  deberán ser destinados 
exclusivsrnent- para financia7 inversiones del 
sector agrícola ? e c u a r i ~ ,  asroindustrial y 

srtesanal, b ó j a  las condiciones establecidas en 
el numeral 7. de la presente Carta Y sujeto al 
iandicionamiento de colocar al menos el 60% a 
sgricultorer Y artesanos individuales y el 40% 

.% yestante ~..z?a F e l c e n a s  Y medianas empresas. 

5.2. LGS recü:----- =.U 3 a ser desembolsaaos por la 
SECRETARIA al BANCO? deberán ser canalizados, en 
calidad d e  cr&iitoi en un período no mayar a los 
treinta días calendario d e  la fecha del -- 
desembo 1 so. Los recur=ss financieros no 
colocadüs él-. dicha perio-lla deberán ser 
revertidcs ~ ü i -  sl BciN20  a s i m ~ l e  solicitud d e  la 
C E C R E T U 2 I A .  

. 
5.3. Una vez efectuad& el primer desembolso, por 

parte d e  1s S E C Z E T A R I A  en favor del BANCO? los 
subsiguientes desembolsos prsrederán una vsz  que 
el BANCO hava colocado, por lo menos el 80% de - 19s r-orurc,cs F-.ZV iamerit~ rc2.z :bidos. c? i r , farmz 

. , 
d z  c~lucac;cz iz faz3os se utilizandü ~1 
forinul>rio PJr- .2  3~:11::_;it~ a ! . S  p~e-sznte Cartz. 

5.4. Las  r.et::u;jeraz iun-:+s de 1 S-; E-sd j. tos otorgadas pc7r 
P laz,-J'; ~1+I!~~~~a %.., -. - t ~ . n c z  anos Beben ser U 
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5.6. Las recursos desemboisados a la SECRETARIA con 
anterioridad a la fecha de !a pr~ssnte Enmienda 
devengarán una tasa de interés del 6% hasta el 
31 de Julio de 1986. a partir de! !a. dri Agozto 
esta tasa se mcdifica 31 ? X  anual que t amb ikn  se 
apliiari a las 2uevas dese1nba:sos. 

5.7. .Todos los desembolsos de La SECRETARIA al BANCO. 
tendrán claúsula de mantenimiento de valor -- 
respecto 5 1  dular oficial vigentz en las 
respectivas fe:zhas de d~sen?ha!so y de 
-ecuperacibn d 2  1 ~ s  f 0 9 d ~ z  en fideicanic~. 

La aprobación de créditas es responsabilidsd ?xclusiva 
del BANCO. condicionddo a que el tope maxino de 
c-édi to para agricul tcres o artssanos individ~ales, -- .* 
=e3 51 et;üiralente 3 sus. i5.@0;.-- iu;-)x;\lC 111: , , ' C / ~ O C U  

- .  DCLARES Cil.+?ERI CGtiVS I . =1 zape r n i i x l r i i s  de crk-ditc! para 
.v 

Fe;qi>er,3s y median.?, e y i ~ ~ r e s a 2 ;  zer6  de T;;\ 739. -- 
!SETENTA MIL 00/100 DC!LAREC AMERICA!\JOS) 
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los ~restatarios serán de ,= j.nc.5 ,sñcs ~3 :enJ:sri= 
U coq dos ano.-, de g r a ~ i ~ .  2 . 3 ~ 3  f i n a n c i . 3 -  ;.;,=it~l 

.. . de iiiver=icjn~s ',, de un :.;-;I> . .  p j ; - . ~  

financiar capital d~ e;iraciu:?is. 

7.3. L a  tasa de interss a~l;--' - L J U ~ S  a ni221 de 
prestataria sera del 12h idoce pcr- ciento! 
anual, hasta el 31 de Julio de 1986 y del 1lX 
anual a partir del fa. de Agosta de 196&. tanto 
Para capital de inversiones como de areracibn. 
Esta tasd podrá ser modificada en funcijr, d r  la 
política de crkdito que disponga la SECZETARIA 
vara sus líneas de financiamienta. Los intereses 
se cobrarAn anualmente s o b r ~  saidos. 

7.4. Los créditos a nivel de prestataria tendrán -- 
clafisula de mantenimiento de valor respecta a la 
~sridad del dólar oficisl vioente en lss Fechas 
de desembolsoti r cancelación de los creditüs. 

7.5. Adicional a la tasa de interés aplicable S nivel 
de ~r-estatario, referida en el numera 1 
anterior* el 8ANCO cabrará una cmisidn .del 1% 
(Uno Por ciento), por una sbla vez. s,~k,re ei 
total del crédito. Estos fandos ionstit~irán 
promiedad del BANCO d e s d e  su  genorsr i . j n  Y 

s e r v i * S  p s r a  cubrir los r:ss-sc 6-: 23P :C I  ó i - i t i  

event~aies perdidas por irrecuperabi 1 idad d e  
cré.d i tos. 

7.6. Las ssrantías a ser exigidas S :.:!s prestats:-:=s. 
zerári d 2  respcsnsabi 1 idad exc l :si del 2,?4C@, 
sin erbsrgo, el BANCO se compr@i~zts a estsblecer 
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8.2. ~ 1 '  s&NCO asuirie la res~onsabilidad t c t a l  ce 1s 
reccperáción de los créditos. r -- - - q ~ , ?  

-  vistan pérdidas por morosidad v / o  insolvencis. 
si GANCO se obliga a cubrir la diferencia con 
rezursos P~OP~OS. 

2 . 3 .  El BANCO se compromete a mantener registros 
financieros y contables del movimiento 
financiero del presente Programa de fondos en 
fideicomiso, en forma separada ? a fin S 

facilitar la identificación de las operaciones Y 
desarro1 lo del Programa. 

5.4. El BANCO se compromete a presentar informes -- 
trimestrales independientemente de las fechcs de 
de~emóolsosr sübre el movimiento financieru Y ei. 
estado de la cartera del Programa utilizartia el 
formulario No. 4 ?  e informes narrativos sobre 
el grado de implmentación de los proyectos 
financiados. 

!.os recurscs otorgados anteriormente al BANCO en bz.;n 
3 13 Sarta de Entendimiento de fecha E. A e  dici~nb-.~ be: 
1954, .ssrán : i q u i d j d c g  al 31 de diciembre de 1SE5 y a 
partir del lo. de enero de 1966, se incorporaran a las 
normas de la presenti Carta. 
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