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INTRODUCTION

The purpose of this evaluation was to assess the work done by the Borrower,
the Ceja Central de Ahorro y Préstamo para la Vivienda (Caja or CACEN), in

the implementatinn of HG 005, & housing guaranty loan used to finance shelter
solutions for low inccme families in the rural areas of Bolivia. The Caja is
the Bolivian Savings and Loun System which is made up of twelve non-for-profit
regional Mutual savings and loan institutions (Mutuals), Of these, nine have
participated in the implementation of HG 005. The loan amount was $4,0 million.
GACEN's counterpart ccntribution was $1.0 million. All funds have been dis-
bursed although $600,000 remains in escrow. It was estimated that the project
would preduce approximately 2,870 shelter solutions. The project was the first
of its kind to venture natiounally into the rural areas of Bolivia. No other
banking or housinz production inatitution has attempted this on such a wide
scope. Under the implementation agreement (511-HG-005) signed between USAID
end CACEN, rural arcas were defined as all those areas in Bolivia outside the
capital) cities of the nine Belivian departments, except for the capital citiea
of Triuvidad and Cobija, where the project could work,

AID coatracted two advisora to carry out this evaluation, which was to "deter-
minc Iha extent to which project HG 005 has assisted the Caja Central de Aho-
rro y Préctamo pera la Vivienda and the.individual Mutuals to develop a con-
tinuing capacity to finance shelter solutions in rural areas.," Thio advisor
wvan costrected under a personal services contract, Mr, Lindsay Elmendorf of
the Ceoperative l'ovsing Foundaticn (CHF) was contracted under AID's indefinite

quantlty contract with CilF,

Tvo evaluotion teams were formed to review the implementation of the project
at each Mutusl, Mr, Elmendorf and Mr. Antonio Reyes, the project director
for the CACON, wore uesigacd the Mutuals in the North. My team consisted of
Mr, Wiillwe Garvelink from USAID/Bolivia's planning and evaluation office and
Mr. Gauton Ramos, un svditer with CACEN., We were asaigned to visit the follow-
ing Mutuuls; Mutual Potua{ 4in Potos{ and iis branch office in Tupiza; Mutual
Tariju in Tarijn and its various branch offices; Mutual La Promotora in Cocha-
bamba; and Mutual 1l Progreso in Oruro.

An extensive trip vas made to thu Mutuala by each team to review lcan records,
to conduct site inspections of the loans made, to interview Mutual officials
and to meet some of the project beneficiary families, In order to stylize
data, an evaluation quustionnaire covering the points contained in the scope
of work wns developed. Tho questionnaire was presented to each Mutual. The
salient pointa of tho data taken from the questionnaire and from interviews
are contained in the narrative and charts which follow,
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I.  MUTUAL FOTOSI ,

Net with: Eduardo Corral, General Manager
Bfrain Retamozo, Chief Accountant

BACKGROUND: Mutual Potos{ only recently became involved in the HO 003
program, 1t entered the program around December 1981 and has carried out -
HG 005 activities in three areas: Camargo, Atocha, and Tupiza. In Camargo
and Atocha, the HG 005 credit line represent 100§ of the loans given out,

In Tupiza, the Mutual issued 122 type A loans, 153 type B loans, and 10 type
C loans. The office in Tupiza also handles a small number of loans which have
been passed to them by the central office in Potos{. These "H" loans are
short-term family loans which Mutuals generally lend for one year and scme-
times up to three years,

There are no offices or representatives of the Mutual Fotos{ in either
Camargo or Atocha. However, a branch office was opened in Tupiza to carry
out the HG 005 loan program. We met in Mutual Potos{ with the General Manager
and the Chief Accountant vhere we ocutlined the objectives of the evaluation,
presented our questionnaire, and carried on a general discussion of the Mutual's
activities. The next morning the evaluation team and the General Managsr pro-
ceeded to Tupiza for an inspection of the HG 005 activities there,

JA. AGENCIA TUPIZA (Tupiza Branch Office of Mutual Potos{)

Met with: Lic. Jeime Gandarillas Maldenado, Ceneral Manasger
Guillermo Gonzales Arsmayc, President of the Board of Directors

Staffing Pattern: The office employs five individuals; Mr. Maldonado,
an accountant, a loan officer and an office assistant,
Mr. Blas Bivila Sarmiento is a contracted project
technician/inspector hired to carry out HO 003,

BACKGROUND: As mentioned above, this office was created for the expressed
purpose of implementing the HG 005 program in Tupiza, a eity with a population
estimated to be around 18,000, Economic activity is limited to agriculture and
some beef production. Mining exists in the ocutlying areas. It is located some
265 kilometers or about 6 hours to the siuth of Fotosf,

This branch office operates like all other offices insofar as procedures
for granting loans are concerned. The General Manager prepares a report on each
loan request and submits them to the Board of Directors. Disbursesents which had
been made in thirds in tho past are now being made in full, A budget is prepared
for each loan which, the Manager assured me, is strictly eanforced within 15§ of
the total, The contracted technician prepares the necessary papervork and
inspects the progress of the construction,

LOAN FOLDER REVIEW: Because this branch office had not been vialted before,
a general review was made of the loan folders, As wvas previously mentioned, Tupi
has iasuod 122 type A loans, 153 type B loans and 10 type lack
of time, it vas decided that a sample of every fifth loan
loan lines would be reviewed, Therefore, 20% of thess loan filss were studied
and 100% of the type C loan files examined,
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"A" IOANS: In general the loan files appeared orderly and neat,
Family income levels and monthly payment amounts were within the program guide-
lines (prior to the 764 readjustment). In several cases, hovever, there were
no project location maps and some of the loan request forms had not been filled
out completely, A majority of the loan folders included only very general
budgets of the vork to be undertaken, For example: "Repair work $b15,000,"
In some instances no budget existed at all, Loan amounts were grouped toward
the maximum amount to be lent,

TYPE “R" IOANS: Agasn, the folders were neat und orderly, and income
levels and menthly payments were within the program's parameters., In some loan
folders there verc affidavits from the place of employment certifying the loan
beneficiary's income, Loan request forms in some cases were not filled out
eccvrectly or parts vere left blank, e,g. incomes of other members of the hduse-
hold, Dates and income amounts wvere juxtaposed, Budgets wer : more detailed
than in the type A loan files and, in many cases, there was a description of
the vork to be undertaken., Plans howvever, wvere sometimes absent., Loan amounts
tended to gravitate toward the maximum, :

TYPE “C" IOANS: Folders vere in order insofar as project incomos and
ponthly guidelines vere concerned, Here again, loan request forms were not
filled cut completely. Budgets, however, were detailed in most cases. Environ-
pental impact forms were present but appeared to have been filled out without
variation or comment, They wvere neither dated nor signed. A plan included in
one folder was not for the construction of a core unit but ruther for the ampli-
fication (upper level) of an existing house. ’

BITE INSPECTION: The evaluation team accompanied Mr. Corral, Mr, Gandari-
1las and Mr, Givila on an inspection tour of construction under this project.
W¥nhile some loans were carried out within the spirit and intent of the project,
there vere major problems with others, These problems can be tied direc to
tvo factors: 1) many loans vere made during the period of the February 1
devaluation and the establishment in March of a parellel dollar market (during
this period the Bolivian peso rose substantially and construction costs and
materials tripled), and 2) cost overruns, the absence of budgets and plans, a
lack of technical asoistance to loan beneficiary families in construction tech-
niques and alternative building materials, appear to be correlated with the
technician/inpsector's lack of understanding of housing construction and of
NG 005's program goals and cbjectives.

In our estimate, the firat factor described above vas directly responsible
for many loan amcunts not being sufficient to cover the cost of the intended
repair or home addition, By the time the second and third disbursements were
made (beneficiary families received loan disbursements in thirds), the families
getting these loans could not afford to purchase the construction materials
needed to finish the projects, They had exahusted their loan funds and had no
more resources of their own to invest in their construction projects. As a
consequence, far too many of the projects have not been finished and are
uninhabitable in their present state of construction, The timing of these
loans, given the econocmic situation in Bolivia during the first quarter of
1982, vas unfortunate for the loan beneficiary families,
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On the other hand, the second factor was even more of a problem, Had the

technician/inspector been a person knowledgable and adept in this field (he is a
topographer by trude) many of the problems would have been averted or mitigated,
For instance, becuuse the topographer could not draw house plans, loan benefi-
clary fanilies desiring them had to employ professional architects to do this
work. 1The Ceneral Manager of thec Agencia Tupiza estimated that this cost loan
beneficinry families cn extra $b 6,000 to $b8,000. This perhaps explained why
8o many loan folders lacked plans, sketches, o1 drawings of the work to be under-
taken. Also, there did not appear to have been any technical assistance to loan
beneficiary families In such arecas as construction methods and materiasls to be
employcd. Steel rod reinforced concrete was used in constructing beams for one
story dwellings. Four .nch concrete slabs were poured as roofs, There was also
no contro) of unit size. Toan amounts generally dictated the size of the area

to be constructed or repaired; hovever, once construction began it became apparent
that in many cases cvpectations were allowed to excced resources, The area of
construction was in some instances deubled. A lack of detailed budgets and plans
was again a main factor, As a concequence, construction was half-finished in
many cases, resulting in a double payment by loan beneficlaries. In some cases
they were ctill payine rent because the new construction was uninhabitable, and
they hud to maxe payiecnts on the HG 009 loan as well., This branch office hed a

high incidence of ovceraue payments,

GENEEAL CGM4iTULY AND RINOMMENDATIONS: Mutual Potoa{'s loan portfolio is
one of thc smallest in the Polivien savings and loan system. While Potos{ war
one of the richest nining arens in the world at one point in time, these riches
have been virtually depleted,  This Mutual hans had o long strugzle and i3 not
consider-d very stroup Uinancially, It wan hoped that HG 005 wo:ld serve aa
the impetus in helping the Mutuel break into a broad ne« market since its Potos{
market has alvays beoen rather ntayed., I technical and financial problems can
be alleviated, the Matuzl can perhaps have a good recovery. CACFN muat imme-
diately take notice ol the situation in Tuptza. Technical staff should be sent
to work with the stoft’ in Tupi.a and to asgess the rtatus of half-finished
structure. and examine vays of repairing the deedn done, A technician ahould
be trained and fully cnpacitaled in the vorkings of this projJect's intent and
purposc. The cost/denipn methodology should be employed in this truining aa
the bauis for the technician's future selection of adeouate and appropriute
construction materinls for lomn beneficiaries., The General Manuger who appears
to be very adept at administrution and finance should be more involved in over-
all project execution, When the technician/inspector left our inspection trip,
the manacer could not gov us where the leans were located, Care should also
be taken se that lozn beneficiaries actunlly utilize loan proceeds for housing
rather than ccmmercinl purposes,  The high delinquency rate should be carefully
monitored Ly the Apgencia, the Putunl dn Potoaf, and CACEN. The Tupiza staff
should worh clozely with lonan fwnilies who are delinguent to try to find solu-
tiona nnd to work out sultable payment schedules, Gome loan beneficiary fami-
len wanted Lo "glve back the loan" due to the severe readjustment., CACEN and
the Mutuhl should Jointly review the loan disburaement nllocation vis-a-via

the problems encountered in Tuplza, A decision should be made as to whether
new loans, assuming an improved technicnl capability at Agencia Tuplza, can
offaot the current problems cauned by the situation outlined above.

There are familien §n Tupisa which have benefitted from receiving HG 009
loana, The critique delinented nbove {8 not intended to overshadovw the benofita

%
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and good work that have becn done. However, a serious inquiry should be made
into the technical cepability of Agencia Tupiza so that the benefits to be
derived from this program's correct implementation can be shared by more

families in Tupiza.

II. MUTUAL TARIJA

Met vith, Dr. Jeaime Colodro, President
Lic. Victor Flores, General Manager
Ing. Armando Nogales, Project Technician
Lic. Julian Cuellar, Chief Accountant

BACKGROUND: Mutual Tarija's involvement in the HG 009 program under
Dr. Colodro's leadership has been exemplary of how shelter solutions for low-
income families in rural areas should be developed and implemented. Because
Tarija is a depurtment copital and under the TImplenentation Agreement the
project could not be implemented in & capital city (c<cept Trinidad and CobLi-
Ja), this Mutual's efforts have concentrated on an outreach program that in-
volved four areas. The 1'irst area includes the dispersed rural communities
of Choclocu, Chagunya, Caiias, Guayrihunnu, all iotated about tvo hours awvay,
und the community of Padcaya about a one hour drive to the sovéh of Tariia,
The second area iz the city of Entre Rfos locaved 109 kilometers or approxi-
mately three and a half hours to the ecast of Tarija, Villamoutes, the third
arca, lies 2597 kilometers or an 8 hour drive to the rast northeast, Yaculba
ia the fousrth urca and {5 locuted approvimately 10 hours to the southeust of
Tarija, a dlstance of approximately 357 kilometere,

BRANCH OFFICES: Mutual Tariju has four branch offices. In katre rfos
an office does not exist per se, However, the Mutunl has hireld Mr, Guido Vera
to oversee the loans in the area and to make loan collections, In Yocuilba the
Mutual) dees hnve a one room branch offlce,. This office iz headed up on a part
time basis by Mo, Elizabet de Silva,  In Bermejo an office {o managed by a
full tine persen, Villasmontea, like Intre Rfos, has no foreal bruuch offlce
but the Mutunl has appeinted a man to oversee Lusiness there,

GITE JROYECTION: A genceral {nnpection wan made of the HG 005 loans
pluced in thrce of the five activity cutreach areas of Mutual Tarfja. In
the rural corzanities of Choclocen, Chaguaya, Guayrihuuna and Cafing, small
type A loans vere made. Despite the small lonn snize, families have been
able to rake them go far becouse they have done most of the work themnelves,
Dirt floors have been replaced by cement or brick floors. Fajosed adobe wallsg
have been plantered with a cement @ity which preserves thes from deterforation,
Doors and windows have been fnstalled and water and electrical connections
have Leen made,  Roofs previounly made of mud packing mixed with thatch have
been raplaced vith efther colonial tle or zine sheets, Cedlinpgs have baen
plaatered or covered with fabric mater{al, Thelr heses are sore sanitary
;?d free of the bugs which thrive {n the adobe ceflings and tranamit chagan

feang,

In the city of Pndeaya, Mutual TariJa placed type I ap well aa type A
loana, 3Javernl type B lcans were used for hame improvementa. In other

9
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instances the type B loans were used for structural additions including units
with an adjoining bath,

In Entre R{os the majority of the loans were type B. Bathrooms, kitchens
and vashrooms have been constructed, BSmall houses were constructed for use as
bedrooms, GCenerally speaking, these loans have been utilized for a variety of
improvements which have bettered the living conditions of the families wvho have °
taken advantage of this line,

Yacuiba is a large border city of about 12,000 people. A general site
inspection was made of the loans granted there. These type B loans were
similar to those in Entre Rios, Additions consisted of bedrooms, baths, wash-
rooms, kitchen arcas and living-dining rocm combinations. ‘fhe houses inapected
seemed to be of good construction., ALl but a couple of the houses inapected
vere completed, One structure wvas half-finished, 1In this case, the borrower
had decided to alter the plans submitted to the Mutual., Because of the switch
ir, building matericls (the borrower employed brick and steel reinforced concreta),
he ran out of money to complete his bathroom, which would have hed an elevated
vater ntorage tank, Ing. Nogales pointed out that whils he had drawn up the
plan and budget, the borrower's alterations caused the problem, Because tech-
nical supervision by the Tarija staff is not ongoing, this type of problem can
and does arise at times., Time unfortunately did not allow a visit to Villa-

montes or Bermejo,

GENERAL COMONTS AND RECOMMENDATIONS: The shear diatances involved from
the hote office in 7arija to the project sites dictatel that this Mutual's ad-
ministrative coct would be extremely high compared to the total volume of lend-
ing and that recuperation, given this high cost, would be slow,

Mutual Tarija contracted an additional staff person to be the technician-
project director, Btaff vas trained in the project's guidelines and its imple-
mentotion, Branch offices were opened in Entre Rics and in Villamontes in res-
ponse to needs arising from this project.

If there exists a Mutual with the sensitivity and willingness to lend
to lov income families in rural areas it would be the Mutual Tarija. Dr. Colo-
dro's firz understanding of the problems of the poor in rursl areas and his
compassion for asaiating them in their efforts to upgrade their shelters into
decent home and suitable living environments i wisurpassed in the system,
No other Mutual has put the type of effort thay this mutual has into the WG 005
program, In viev of the fact that the Mutual's loan levels have not been as
high as those of the Mutuals in the north, the difficulty of Mutual Tarija's
outreach effort into the rural areas is particularly noteworthly, Choosing a
cambination of small, intersediate market towns as vell as some of the towvns
in remote rural areas shovs this Mutual's coemitment to serving the rural poor
vhere loan access has been unknown., While the wvillingness to contime is
definitely present, the financial ability appears to be scmevhat lacking,
Bavings generations from the participants has been minimal, Recuperations,
given the level of lending, will be slov and too fev to finance continued :
lending without added assistance from CACIN to the Mutual for this purpose,
There is little doubt that Mutual Tarija would divert its own portfolio re-
sources to service this type of target group; hovever, this appears unlikely
because of the current economic erunch,

\ : |0
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‘Mutual Tarija could perhaps reduce overhead and administrative coats per
loan by contracting with technicians in each of the morc urban areas vhere they
are currently working to develop loans and provide technical assistance to the
loan beneficiaries. These technicians would have to be fully trained in the
workings of the project, They could be employed part-time and the Mutuel's
technical staff would only have to supervise their work periodically, thus :
cutting down on the number of costly trips to these areas,

The recent devaluation and the readjustment of loans by 76% will more
than likely hit this region very hard, especially the more rural loan bene-
ficiary fanilies, The Mutual's staff commented that while urban borrowers
had a better means of absorbing loan readjustments because of the greater
varioty of economic ectivity to which they were exposed, rural lenders were
more limited and therefore would be hit hardest by the economic meusures.
Their incomes would remain virtually the sane while their monthly loan amounta
would go up by 76%. School teachers in Entre Rios voiced this concern adding
that they as saleried vorkers would also be harshly affected because incomes
wvould never be adjusted az high as the devuluation readjustment amount,

Measures being contemplated by CACEN i.e,, the 701 readjustment of
loan balances and a substantial increase in interest rater (possibly to 39%),
would devastate Mutual Tarija's ability to operate., Wh.le the Mitual's leader-
ship is in accord with the readjustment, the proposed doubling of the interest
rate to 381 vould in their opinion critically damage their delicate relation-
ship with the rural campesino boriower, Bince these pcople have been lied to
and deceived by other institutions, the task'of dbuilding confidence in the
savings ond loan gyatem has taken a long tine to develop., The Mitual feals
that the interest rate measure wvould severely damsge the confidence built
thus far and vould make the campesino aven more difficult to reach in the
future, A way to minimize the impact would bo to seil up a schedule for easing
into higher interest rates, Thiu accompanied by the proper educational campaign
vould lesscn the blow,

The environmental checklint was incorporated into this Mutual's operating
procedure for %ype C loans, This, however, appears to bo becuuse it is an AID
requirement rather than because it is the rationzl thing to do, CACEN's in-
fluence on this as a system-wvide requirement for all such loans would probably
be the impetus that wvould gerve to institutionalire such a checklist, In the
case of the cost/design methodology, this Mutual did not appear to use it often
in its ieplementation of the HG 005 project. A cursory reviev of the mathodo~
logy's purpose vould suffice in Mutuals with competent technicians, This vas
the case in Terija. In other Mutuals vhere the capability doos not exist, there
should be pore use of the methodology. Perhaps an error in AID's introcution
of the cost/design methodology wvas that it vas given coly to administrative
personnel of each of the Mutuals during the training session in La Pez, insteud
of the project techniclans who would use the methodology. CACEN's full-fledged
support of the technique, its introduction to the Mutuala, and its periodic
updating vould also have been invaluable in guaranteeing its succecss,
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III. MUTUAL 1A PROMOTORA, COCHARAMBA

Met with: Alfonso Flores, General Manager
' Augusto Celaya, Chief Accountant
Daniel Mejfa, Project Technician

BACKGROUND: Mutual La Promotora has also been one of the Mutuals wvhich
has had to leave its urben setting to implement the AG 005 program. Their work °
has been carried out in places like Bacaba, Quillacollo, Irpa-Irpa, Punata and
Arani, parket towns outside Cochabamba but within its growth corridor. While
the Mutual's leadership was at first very reluctant to start the program and
there were several times when they froze loan activity, it is apparent that this
Mutual mounted a strong effort to implement the program. They even exceeded
the loan levels allocated to them by CACEN.

SITE INSPECTION: The evaluation team accompanied Mr. Flores and Mr. Mejia
on a tour of Ha 005 projects in the market towns of Punata and Arani, Punata
located some 40 kilometern Lo the east of Cochabamba has about 15,000 inhabitants.
The loans ranted in this city are type B loans for home improvemen%s and
structurel additions., The constructions inapected consisted of expanding old,
one story adobe structures by adding an additional top floor for use as bedrooms,
Lower floors were converted to kitchen-living-dining areas. Exposed adobe
facades wverc converted both on the outside and on the inside. Delapidated
roofs were replaced with better pitched ones and covered with either colonial
tile or zinc sheets. Bathrooms connections were also made., Ceilings were
covered with cither plaster over bamboo, or with a nylon material used to
cover exposed roofs. One loan reviewed consisted of a complete rehabilitation
of the old structuze and the addition of several rooms., The Lorrower had been
purchasing building materials on his own and secured the lcan from La Promotora
to actually start and finich his remodelling. This particulsr loan was exemplary
of the type of work which could be done using self-help mothods. The borrower
had done all the work himself and was even velding iron railings for an outdcor

stairvay during our inspection,

In Arani, 55 kilomcters from Cochabamba several loans were given to people
in this small town of about 3,000 people and several other loans had been given
to people in the outlying areas. The work done here was of the same nature as
that in Punata. BSome borrowers had either remodelled their old structures and/
or had built on additions, The transformation of the deteriorating huts to
new=looking, canitary and inhabitable structures wvas particularly notewvorthy.
ilere again, dirt floors were covered with either cement or bLrick. A nylon ma-
terinl was sevn together to make a ceiling covering, valls were plastered tnd
painted and clectrical connections and installations vere also made,

The vork curried out by this Mutual appears to be very well executed, This
is probably due to the fact that the architect hired to do the work understood
the nature of the program and was technically qualified to carry it out. His
experience in the field, dealing with low-income families, developing simple but
useful construction plans, selecting appropriate materials, and budgetirg the
vork to within loan limita, had a great deal to do with the success of the
program in tho Cochabamba region,
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GENERA: COMMENTS AND RECOMMENDATIONS: Mutual La Promotora hired Mr, Mejfa
under contract to carry out the program, The Mutual also hired two "promotores"
to scout out rural areas and develop loan requests of prospective loan benefi-
ciary families, A branch office was opened in Quillacollo but it was soon closed,
In conversations with the General Manager over the possibility of retaining
Mr. Mej{a after hias contract terminates in August 1982, Mr. Flores vas doubtful
that Ja Promotora could keep the architect on, He claimed that the cost was too’
high and recuperation was too slow to juatify keeping Mr. Mej{a on the staff,

In our es\imation, every effort should be made to encourage the Mutual to re-
tain Mr. Mejfa. He has done excellent work and is an extremely valuable resource
to the Mutual, It was pointed out that no other person in the Mutual knows where
loans vere made or knows the borrowers individually, In additicn to this tech-
nical capability Mr. Mej{a has at tiwes even served as collector for the Mutual,
Bhould he leave, the collection department would be at a loss to locate some
borrowers and to collect from them, There is a general distrust of persons not
known by rural borrowera, particularly people charging them money., If rural
lending ia t> be continued, the Mutual muct keep capable ntaff on hand who can
wvork well in the fiecld, The Implementation Agreement stales that CACE! and the
system are to add additional staff to carry out the program, It is highly recom-
mended that this issue, cspecially in this case, be pressed in order to retain s
capable and knowledgeable technician in a most important area of the country,

Mutual la Promotora would be quite willing to continue lending to low-
income families for shelter solutions in rural arees; hovever, the Mutual's
leaderahip felt that new monies would have to flov to Lhem from the Caja or
other sources in order Lo continue such lending., Mr, Flores stated that the
requirement that loau Leneficiary fumilics open up savings accounta has not
been advantageous to the Mutual, Thue far, he estimated that only about 3%
of the beneficiaries have actually saved on a regular begis, The majority of
borrovers have merely opened minimus balance savings accounts., Doam payments
have been added to these accounts but thic has been done for the solu purpise
of fulfilling this requirement in ordsr to obtain a housing loan, Mr. Flores
said that borrowers fear putting more poney into thelr savings accounts because
they mistakenly believe that If they didn't make a paysent, the Mutual would
automatically vithdrav the funds from their pavings acoount to asortize thelr
loans. Recuperations were slov and insufficient to fluence continued lending.
The Chief Accountant, Mr. Celayn, stated that they may only rollover the funds
one and onc half times vhereac they had expected to trobble rollover, There-
fore, Mr. Flores stated that the program vill be paralyzed when HO 005 stope,
la Prazotora's leaderchip indicated that vhile they would like to divert re-
sources from their regular portfolio to lov income shelter solutions in rural
areas, this would not be possible, This is interesting because [a Fromotora

has been known to have excess liquidity.

Mutusl 1a Promotora has made short-ters loans (one year) totalling milliens
of pesogs to Mutuals in the north, This suggests that this Mutual may have the
financial ability to continue lending in rural areas but that it has chosen &
congervative pattern in managing its portfolio, Given the economic Limes in
Bolivia, this is understandable although it should be pointed out that if this
is the case vith all of the more solvent Mituals, thea it will be diffieult for
tha savings and loan system to meet its agreed goal of utilizing 29% of its °
losn portfolio in rural areas asong lov income families, It might be appro-
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priate for AID to consider requiring Mutuals to meet same percentage goal for
rural program lending as a condition precedent or covenant in future housing

programs.

Mutual La Promotora was the only Mutual participating in the program which
signed an agreement with a large firm to provide loans to employees. Loan
amounts are automatically deducted firom the worker's salaries and payment 1s
made to the Mutual. This agreement with the Compaii{a Boliviana de Cemento (CO-
BOCE) has, in effect, reduced the Mutual's overhead and administrative costs
insofer as collections are concerned. Because the borrowers are concentrated
in one single erea, there is better access to the houses, reducing the tech-

nician's travel time,

The Mutual would like nothing better than to divevsify its loan lines
so that productive credits could be granted. If this were the case, the Mutual
veuld be willing to participate in the formation of the integral rural savings
and loan associations in key areas of the Departument of Cochabamba., The Chapure
region vwhich is rich in resources and which produces many native consiruction
materials would be a primc location. In a talk with a representative of L0 to
50 loan beacficiaries in Punata, a storekeeper, he iterated that many borrowers
felt that the 764 readjustment would be very difficult because "the credit was
not for business tut for home repair". On the other hand, a productive credit
would give them the means of making a better life for themselves and their
ability to pay for hoae improvements would be enhanced. Mr. Flores tocok tuis
very seriously and stated his willingness to participnte in such programs if
they vwere "reosors™le and dtd not kill with too muel papervork’”, He used the
PCGP as an eremple of one with cnerour paperwork which scares off' tne camnesino,

The 707 readjustment will be very Cifficult for the HG 005 loan benefi-

claries to stomuch. The same representative of loan beneficiaries asked no
less than three times if anything else could be done to alleviate thin heavy
readjustment. He stetcd thal it would be very hwad on people in the campo.
The other measure contemplated by CACEN, to raise the intcrest rate to 38%
per annurt, vacs herd even for the Mutual'a gtaf to father. Their position
was that if this doubling ot the intercst rate were to occur, tney might an
well close thel: doors beenuse all their borrovers --urban and rural alike --
would not buy it. This Mutual alsc rtuted that the payback would more adver-
scly affect the rurul borrovwers than the urban borrower becaune the formoer's
incomes tended to remuin more stutlc in these times than the urban borrover'sa
incomes.  Mr. Flores and Mr. Celaya complained that it would probatly be a
year before the econonic situntion in the country bepsn Lo reasolve itself,
In the interim, they feared that high interent rates would nlco elow lending
to a trickle. Alro, given the hard times, they predicted that savings would
dwindle becnuse fumilies which were hardly mediing 1t would be hardpressed to
suve any amount, Inflation would erode the value of current savings and the
floating rate w 1ld add fuel to the fire.

Therefore, the recent devaluation and the accompanying cconomic measures
are expected Lo play havoe with the savings and loan system. These will more
adversely affect poor, rural borrowers although urban borrovers with higher
loar, amounts will nlao be harchly affected. Tne Mutual's lendership suggented
that there might not be any wey to minimize the negative impact, The 76i
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devaluation would be pro forma, however, higher interest rates might be the
answer, but only if the system slowly made the transition tc the higher rates

rather thun doubling them at once.

Environmental checklists were used by this Mutual in the implementation
of somc type B loans and in all type C loans. It was difficult to assess
whether the Mutual would continue to use the checklist on their own for all
loans granted. Mr. Kessler's cost/design rethodology was employed by this
Mutual because Mr. Mujie was given the manual and trained in its use. A good
example of its use was in figuring the cost of a ceiling. The nylon material
recomsiended by Mr. Mujfu to be used to cover ceilings had a $b 30 perxn2 cost.
Alternative materials such as bamboo covered with plaster cost uas much as $t)300
per m2. The savings Lo borrowers was clear. This was the purpose of the
cost/design methodology. ITUs use in this case proved very bereficial., It
should be noted that the use of the nylon material as a ceiling is useful in
those arcar scrved by clectricity., For areas where there is no electricity
and candles, kerosene Jaups nndfor torches are used, alternative materials
ghould be employed becuuse nylon is flamable.

IV.  MUTUAL PROGRISO, ORURO

Met with: Cristira de Mercado, General Manager
Ing. Oscer Vargas kncinas, Chief, Technlcal Division
Pnrigee Heredia Guzmdn, Technician, Project Directer

BACEGRCIND . Mautual F) Prepreso was late in Joining the program. During
A visft Lo v ititual in August 1901, the Mutual's staff was Just becoming
fomilar with the progoran and undergoing training in its requirements, The
technlcal &t 08 was sliepiical at that time and felt that the program could
not be frpleronted at wll in the Department of Oruro. At present the Mutuel
has placed relatively few loans: 3 type A, 20 type B and 2 type C. While
the progras iz small, the effort has been cubstantial cnd eflective. The
Mutual has pleced loans v uine areas ontaide the city of Oruro. In the areas
visited, project techniclans have had to take buses and walk to theac dispersed
altiplenc leeales,  The Matuul does not have a vehicle for its technicians to
uee, Other arcas in vhich the Mutual works are far from Oruro and technicians
st rely oo vhatever public transportution there is to reach thece communities.
Huard f2 13% Lilometers avay and Llnllagua 43 95 kilemeters from Oruro, Lucia
iz approxicately 200 k{lometers from the Department capital., The other commu-
nitiea are closer to Oruro and are deceribed below,

1008 FOLDER REVIIY: A gencral review vas mnde of the loan folders in
the Mutual, ney sere the most complete and orderly files that this advisor

has ceen n the entive progras,  loan requent forma were filled oul completely
with nll the pecesaary fnCoraation, Budgetn were detuiled., The Mutual's tech-
niciana hnd developed o form for the development of loan budgets. Plana whether
detailed or fllustrative vere fn each doen folder and were adequate for the

work undertshen,  Technical ppecifications cunplemented them, Another form

van developed whiteh detntled the percent cuapletion of the conatructisn under
vay. Dicburrements were based on the information contained therein. Technical
reportas exinted for each fleld visit made,

(5
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A noteworthy achievement evident herc and absent in other Mutuals, was
that this Mutual actually followed the guidelines suggesting that loan
amounts be constructed on the basis of the borrower's capacity to pay --which
is based on his or her income. For other Mutuals it was much easier to grant
the maximum loan amounts in each loan category and work backward from there,
The method of constructing the loan amounts based on income then advising the
loan beneficiaries as to what typc and how much of an area of constru.tion
could be done vith the loan amount was very much in line with the program's
intent and guidelines. In Oruro this was done with care and forethought.

The program itself in the office was most impreseive.

SITE INSPECTIONS: The impressive work done in the office also existed in
the field. Several loans were made in a dispersed altiplano community located
five and a half miles from the Mutuval's downlown office and three and a half
miles off the main road. These loans were made in the vicinity of Challapampa
and Canyapata., It chould be reiterated that projeet technicians must visit
these arcas on foot becaurtc buc seorvice drops them off three und a half miles
away on the main road. 7The area covers approrximately three and one half
kilometers from the first site to the final site where loans were granted.

In Challapampa, two loans were made for conatruction of bedrooms and
¥itchens., A cowplele transformetion could be seen in the new constiuction
as compared to the old. FEntire nev structures were built which could be con-
sidered core units finunced with type B loans for hoae improvements. In one
loan, in addition to the new construction, enough money was available for the
foamily to repluce the rocf on thc old structurve with colonial tile, The new

structure sported a zinc sheet roof, Self-help methods were employed in these
arcas which reduced considerably the costs involved in constructition.

On onc loan it was noled thal the amount to be borrowed was going to be
$ 46,000, However, working in conjunction wiih the Mutual's techniciana, the
borrower reported a drop in incouire due to a crop failure. The Matual's tech-
niclans worked with the borrover Lo reduce the loan emount and calculated the
nev arca of the loan construction,

Canyapata is locnted about two kilometers from Chsllapampa. The loans
made in this commnity and its environs were type B louns for home improve-
ments and arplifications. These loans ranged from $b 35,000 to $b k1,000,
Again, the loan beneficiory families constructed new ctructures consisting
of bedroons with andjoinin, kitchens., Walls were either constructed or repaired
and plastercd, Thatcheld roofs which the borrowers complained had leanked
terribly during rains were replaced, Dirt floora were covered with concrete
or brick. Windows and doors were bought and installed. One borrower purchased
used window frames in Oruro and caved on the costa,

While the aites inspected represented only about one fourth of the total
loans granted by the Mutunl La Promotora, it was clear that the program had
been carried out succesnfully., The work done at the Mutual both in the office
and in the field wan very good and had been carried out within the purpose
and spirit of the HG 005 program,

\b
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GENERAL COMMENTS AND RECOMMENDATIONS: Mutual El Progreso did not hire
any additional personnel. The branch oftfices in Huanuni and Llallagua, how-
ever, were said to have been strengthened as a result of the existance of

HG 005.

Mutual El Progreso would like very much to continue lending in this
new area. However, it was pointed out that loans were very slow in develop-
ing. Now, with interest rates rising, the Mutual's staff felt that it would
be even more difficult to place loans. While willingness was pre :nt, the
ability to continuc lending wvas another issue. This Mutial would like an
additional loan from CACEN to continue this and other possible loan 1lines.
It appeared that they did not have funds of their own to lend for this pur-
posce. Savings for the 25 loans under this program had not been sufficient
to finance continucd lending. The administrative costs reported by Mitual
El Progreso were very low. They did not charge off any of their personnel's
time since they felt that they were already on board and this progrem was
simply an added recponsibility., The other reasons for the low administra-
tive costc were clear., No new offices were opened or new employeces added.
Costs of travel were minimized because public transportation was used. The
trade-off, hovever, was that the 1level of loan placement was low, despite
a radio and newspaprr campaign advertising the pregram, This method of ap-
plying or implementing the loan caused a small overhead but also resulted in
a small volume of loan placement. Perhaps a better method of working in the
Oruro aren would huve been for the Mutuul to have found a company puch like
the Mutual in Cochubamba, This would have concentrated credits, facilitated
loan pay-backs and lowcred administrative costs while placing many more loans.
Technicinns at the Matval were working on such e possibility with a minjmu
concern al the time of this evaluation., It would be inceresting to track
this possibility and compare the adminictrative costs to see their effect
wvhen thiz method is cmployed.

The recent devaluation and the accompanying n~conomic meazures would,
according to the General Munager, be very hard on Hi 005 loan bencficiaries.
The greup of twenty five borrowers with which the Mutual hed been working
were mainly poor altiplono farmera who had very little economic activity.
Perhaps o saving gracc of this Mutual was the method used in calculating
loans snd ‘*he relatively low loan amount. Another group that would be
affected was the 2) or so who had made loan requests under the program. The
Mutual had yet to approve and implement these new loans pending a resolution
of the Interest rate situntion., Project technicians claimed thut many of
these prospective Vorrowers would be reluctant to go through with the loans
should interest rates double, Mra. Mercado pointed out that this situation
would be hnrd enouphi on their more traditional urban borrowers. The Mutual
had an aparument building with apartments yet to aell., She atated that
given the readjustment plus the new interest ratea, the Mutual would encounter
difficulty in selling those apartments. According to Mrs. Mercado "all
borrowing 1s parulyzed". Decnuse of the grave economic aituation, the Mutual
an well az banks had been closed for twelve of the last fifteen dayo.

This Matua) had only uned the environmental checklist in its two type
C loana for ccre unita., Thenc had been correctly filled out. However, there
was an environmental problem that had risen in two type B loans. It should
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be noted that system-wide the environmental checklist was generally used only
for type C loans. A case for the checklists' use in all loan lines can be
seen in the follewing example. The Mutual had two type B loans to which it
had stopped disbursing the full loan amount contemplated. The disburasements
were suspended in November 1981 at 70% of the loan value because of flooding
from & nearby river. The ground on which the homes of the loan benericiaries
were located was somewhat low. Also, the Padia river, whi:h flooded outlying
parts of the city of Oruro wvas diverted by the city to its present course
which cauged the flooding problenm for these two type B loans, While the
dwelling themselves had not flooded inside, water came up to the houses'
exterior walls. Use of the environmental checklists for all loan lines would,
have alerted project techniciana to the potential problem.

The cout/design methodology was not known at this Mutual. Nonetheless,
the technicians, vho had been fully trained in the vorkings of the HG 005 pro-
gram, used good sense in granting loans and in assisting loan beneficlary
families in sclecting the best and least coatly materials, Because this was
the intent of the cost/deiign methodology, its absence in this case was nct
detrimental.

Overall, project implensntation in Oruro was impressive. While it ap-
peared that soae CACEN slaff nemdbers had a rather cavalier attitude towvard
this Mutuanl and thought thut mining communities were most difficult to wcrk
with. We could not find much fault with the way in which the HG 005 program
had been carried out, This Mautual, in fact, appearesd to be very forward lock-
ing. They were in the process of programming a new ccmputer which the Mutual
purcheoad,  Mra. Mercado wes interested i diversifying the loan portifolio
to incliude productive credit, artisanry und othur types of loans for produc-
tive machinery and the like. While the loan volume for HG 005 was lamentably
low, the loanc made were done well,

GENERAL DATA

I. Volumc of handling by Mutual

Mutual Mutual
Mutual Potos{ Mvtual Tarija La Promotora El Progreso
Potos{ Tarija _Cochabanba Oruro
A. ib Total 58,842,305 105,148,000 138,22L,8/L 189,181,169
b HG 005 19,068,737 12,101,830 17,769,511 585,380
005 as 9 of Total 3200 1151 1285 JOUA2
B. zb all housing loana  58,6uli,305 101,370,000 133,93k ,84h 120,959,839
b HG 005 19,068,737 12,101, 17,769,511 985, 380
005 az 9 houaing loans 3252 1194 L1307 .00l
C. Number totnl loana 707 T22 1,105 3,800
Number 009 lomns Lo7 183 330 ' 2y
005 as 7 of total 5157 2535 3003 0066
D. Number housing loans 702 622 1,045 1,188
Number 005 loana ko7 183 35 25
005 as 9 of total 5798 2942 3388 0210
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CONCLUSIONS

This report was structured such that it incorporated among other things
the data of site inaspections and loan folder reviews, While this type of in-
formation is generally reserved for trip reports, time constraints dictated
their incorporation here. Not separating these comments was also deliberate
because this advisor felt that it was of paramount importance in any evalua-
tion that a general assessment of how the project was implemented and how it
performed be included, This was the intent of this report. The information
gathered on the trip to the Mutuals has a direct bearing on whether or no
RG 005 was carried out effectively. :

The specific issues related to this evaluation can be found in the com-
pents and recommendations sections sppearing throughout the rercrt, These
comments deal solely with the Mutuals visited, They concern caly those issues
delineated in the scope of vork of the evaluation. This scope focused r:i.za-
rily on econcmic and financial factors, the level of lending by the mutuals,
the financisl capacity to continue lending given certain administrative coats
and overhead, and the impact vhich the severe econcmic measures taken in Bo-
livia during the past seven months have had on the project., Only two tech-
nical points vere included; the eavironmental checklist and the cost/design

pethodology.

It is the financial factors that represent the "bottom line" in any
project., These factors determine vhether this “"line" is black or red, Hov-
ever, to concentrate primarily on net profit or loes in an exercise such as
s final evaluation {3 to losec perspective of what the project has achieved,
For the post part, ve have not addressed the positive soclological, econcelc,
and long-term benefits derived from this pllot effort vhich has alleviated
the shelter problems of over 3,000 families, Project benefits, these in-
tangible, difficult-to-quantify assets, cannot be readily plugged into financial
formulas. Nonetheless, they are well vorth mentioning especially because the
scope of this evaluation focused alsost exclusively on the finascial liabili-
ties, such as high administrative costs and overhead, vhich are the prime
deterainants of the project's net profit or loss.

Project HO 007 has come about in the wvake of the wvorst economic crisis
ever to hit Bolivia and CACEM. This project cannot be isolated from this
problem, but neither can it be blamed for the ills of the bigger economic
situation, MG 007 cannot be objectively evaluated in terms of CACEN's financial
capacity to survive the economic erisis, or in light of its long history of
borroving in dollars since this has accentuated the problem, This was, in
part, the reason for the incorporation of the trip notes and observations into
the body of this report. Without this perspective, the bottom line fails to
recognize and measure the project's true, outstanding impact on the rural
poor in Molivia,

In formlating the following conclusions; this advisor is draving on
knovledge of the entire project, Therefore, the folloring comsents are
general in nature and include data derived from all nine participating Mutuals,
not solely the ones visited during the trip te the south of Bolivia,

XEE \1
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1, Project 511-HG-005 has enabled the Caja Central de Ahorro y Préstamo
para la Vivienda and the Mutuals in the Gavings and Loan (84L) System to
develop their capacity and capability to finance shelter solutions for low
income families in the rural areas of Bolivia. At CACIN and in each indi-
vidual participating Mutual, HG 005 has served as a pilot project whose ob-
Jectives and guidelines have been well underatocd, These have been imple-
mented with the project's purpose and spisit is =ind, The administration
and staff of CACKY feel that MG (0% 18 merely a start, It is a first effort
{4n the directicon the SAL Systes shoeld go i rural areas. With nine of the
tvelve S&L's i the Systesm participating, interest is obviously widespread.
The body of knowledge and expesrience galficd from the implementaticn of HG
005 constituted & scdtd roewndatiug upun which new projects can be built,

e sysles has takess note of the particular problems associated with
the tmplezentation of This project; exceasive paperwork for Loth Mutuals
and borrovers, special lcgal vork, mortgege registry and the time involved
in this, Atrficultic: vith agrarian reform lands (which are not mortgageble),
loan processing, special inceoee guidelines, and outreach efforts. As a result
of Hi G5, CACHEN, participating through the Matual La Paz, experimented with
housing {n a rural area near La Paz known uns Santiago de Collana under the
Productive Credit Guaranty Program (PCGP) sronsored by the Bolivian Central
Bank and AID. HNG 005 was the impetus for the System to alter its effort and
look forvard to the demand and special work required in helping the develop-
ment of housing in rural Bolivia,

There {a widespread enthusiasm and willingness system-wide tfor conti-
nuation of u program such as HG CO5. Techniciang have been trained, skeplics
feara have been allayed, and there is little doudbt that CACEN and the Systen
have the knowledge and ability to continuc lending for shelter solutions in
the 1ural areas. With adequate financing, good technical training, careful
site and project selcction and controlled expenses, CACEN and the System can
function extremely well in this vast new sector.

2. The project hns been effective in reaching the target group--lov income
families in the rurnl arces of Bolivia. Fron laundry wemen to school teachers,
and laborers to farmers, the project has given shelter opportunitics to a
group not previously served by any financial institution. It should be noted
that incomes in rural areas arc difficult to determine, eapecially hccause a
majority of these familics are not salaricd. Also, income guideline: vere
difficult to follow, though a good effort was made. Payback periods were
determincd by the beneficiary's ability to pay, i.e. monthly, bi-monthly, or
quarterly. Some payments werc even tied to harvesta, It was found that pay-
back periods of more than four months werc not satisfactory and cre not re-
cazended, There does exist a proclivity on the part of a few within the
savings und loan aysztem to either ignore or soft-pednl the income requirements,
Thsre ore some who blame AID for this and describe it a3z a harsh inposition,
The majority of adminiatrators associated with the system, are, however,
villing to follow incuame guidelinea, There wvere neveral effortr made to

rajse {ncome levels, There nlao exinted a tendency in some Mutuuls to wvant

to give cut these loans to people who they knew, deapite chvious incomo re-
quirements, 7This {s a problem inherent in most lending activities. Never-
theleas, )5 005 did reach the people it intended to reach. A majority of

WP
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these low income families would never have réceived a loan from commercial
ingtitutions for shelter had it not been for this project and jts specific

income level requirements,

3. Good exparience has becen gained in the diversity of rural areas reached
in terms of geographic areas and size of locals where the project has been
implemented. Bolivia's three distinct geographic areas --altiplano, valleys
(high and low), and tropics -- have all had good coverage. Also, the project
experience spans small, rural dispersed areas (where technicians walk from
site to site and house to house) and small intermcdiate and regionel rural
market towns. The cambination of these can serve as a good foundation on
which any new or ongoing project can be based.

A curious phennmena occurs when the project is implemented in large,
regional market towns. The population 1n Lhese places considers themselves
more urban than rural. They resent being part of a "rural" program, Housing
expectations i» these locals tend to be greater; therefore, borrowers will
generally demand unre "urbun-looking" houces, This entails the use of cona-
truction materials w!th higher costs. CACEN, the Mutuals and project tech-
nicians should be attuned to these quirks in the continuation of the HG 005
program and in planning future activities.

L, Either additionul or existing staff were employed system-wide in the
implementation of the project. The retention of key technicians hired under
contract will determine whether the ongoing capability of these institutions
to serve rural low-income families will be preserved or lnst. FEvery effort
should be made to retain thoue techniciosns who huve understool the program,
have implemented {t v~ll, and who have contributed significantly to {ts
success. The quality of tne technician and his édirect knowledge of the
people, their languave und how Lo treat them i1a dmportant. This is perhaps
why techniciana czuch as MuJfu in Cochabamba and Nogeles in Tarlja liave been
successful, These fuctlorz should be considered when selecting project tech-
nicianz, and should definitely be factors in develeping training for the
techniciana,

Most all of the participating Mutuals had radio, televisjou or other
types of medi. nampaigns in order to romote the program. Flyers vere used
by some while uewapaper and maxazine advertising were used by othcr Mutuala,
These eftorts must nlvays e followed up by pernonal visita §f the target
group is indeed going to be reached,  (me Mutuel had a radio crepatgn and
the ataftr sat behind tholy dezks for a year before they vere advised that
they needed to “bent the bushes” {n order to attract eligible familica, This
helpa to explain the late start of several Mituala, Adequate prozmoticn ds
needed and must be followed with on-afte visfts Lo target areas by Matual
personnel in order far medin campaipns to be effective,

The opening of branch offices or fu'l-fledged Mutuala case aliw% a3 &
direct result of the Amplementation of )G (0%,  Home "braneh offices” like
the one in Intre kfos (Tari)a) are not offices at all, Lul rather are places
vhere a peraon has been hiired tn prosote the progran, tale paysents, and
advise tne people vhen the ataif of the Mutual vil) visit next. In other

Zl
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locals such as Guaysramer{n, the existing branch office drew a sufficient busi-
ness from HG 005 to enable it to become an independent Mutual., In order to
fully serve their purpose, branch offices must have trained personnel who can
not only relay information from the Mutuals, but can also serve as techniciaus
collection agenta, and perform nearly all of the functions that a branch cffice
should perform, In this manner, the Mutual not only has a liability in a paid
representative but an asset in a trained and capable (even though part-time)
person. The demand in the community and the level of .'loam/uvings generated
should dictate the necessity of the branch office, not other factors (i.e.
half-vay point on the road, broad interest but not real demand, etc,).

5. Adninistrative costs in implementing HG 005 have been generally high
and recuperations will be too slow to cover these to a point of self-gufficiency
in the very near future. It is perhaps implied in the scope of work for this
evaluation that HG 005 would, in fact, generate a level of activity to effect
a financial sufficiency to cover these costa, 7The project's documentation
(the Project Paper and the Implementation Agreement) do not delineate this
intent, Rather, administrative costs for this pilot project were to be
tracked by CACEN : ~ that these data would form the basis for further analysis
and projections, /‘specially in consideration of possible future activity

(e.g. reflovs and follow-on projects), Much more data and time would be
required to spen’fically calculate a level of activity necessary to effectuate
this activity., Due to the time constraint in Bolivia this activity was not

completed.

Other than the work done by the very capable Technical Division of CACEN,
the Syatez has lacked a short and long-term financial planning capability to
effectively track administrative and overhead costs and %o perform the cash
flovs necessary to keep the project solvent., 7o my knowledge, no financial
planning exists at CACEN. This shortcoming has impeded the organization from
truly dedicating an effort to plan and prepare for econcaic stumbling blocks
vhich the Systes has had to face. The Technical Division cannot adequately
perform both technical and financial functions for an crganization such as
the Bolivian Bavings and loan System, Project administrative costs are an
important part of projects such as this; however, without a concerted effort
to track these on a system-wide basis, the on-going planning process for
the project's implementation is truncated, It 4s hoped that CACEN can in
the near future employ a financial analyst who can concentrate on this and
oaal)- issues (1.0, cash flovs, projections, long-term financial planning,

. . L

6.  CACEN and participating Mutuals are generally enthusiastic and willing
to continue lending for lov-incame shelter solutions in rural aress. Thelir
ability to do this, hovever, is limited to reflows, No Mitual volunteered
to use their own reserves to continue this lending program, New lending from
CACEN or other sources vill be necessary. Tie program has generated oaly
minisal savings for the participating Mutuals, Hovever, it should be noted
that because of the severe econcalc conditions in Polivia as a result of
devaluation, institution of floating peso market system, and loan readjust-
menta becsuse of their dollar-tied lendirg clauses, there has been little
savings generation as a vhole,
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Te The greater the rural cutreach effort expended by the Mutuals, the .
higher their administrative costs. Mutuals vhich have been allowed to work
within their own locations have relatively low overhead coats, Such expenses
can be reduced by providing shelter loans to interestea employees of compa-
nies or factories which under contract can deduct mortgage payments from loan
beneficiaries' payroll. Finding clusters of housing in which technicians can
have ready access to beneficiary families concentrated in one location can
also serve to reduce costs, While working through cooperatives or other
such groups, including those groups capable of lending technical assistance
could help to keep administrative and overhead costs down, the impression is
that the savings and loan system would prefer to work on its own,

8. A broader range of credit services to be provided by the existing B&L's
or by nev rural integrated S&L's (ARAPIS) would benefit rural borrowers espe-
cially if housing credit were paralleled with productive credit. The latter
would aid the borrowers' financial capability to pay his or her housing lean.
It would also help them improve earnings, instead of merely saddling them with
the onus of a mortgage payment without giving tbem the added capability to
payback such a loan,

9. The recent devaluation and accompanying econcmic measures will adversely
affect HG 005 beneficiaries. It will take at least another quarter or aix
months before the full impact can be adequately discerned by measuring delin-
quency rates and comparing these to urban middle-income clients' rates, While
few Mutuals' leaders are blaming AID for making them grant loans to poorer
people when thoy would have preferrcd more middle-incoms clients, there appears
to be a better payback attitude and record on the part of the rural poor than
by the urban middle-class borrover. Also, the urban borrower has protested
readjustment of the loans more than the rur~l borrowers.

10. Measures contemplated by CACEN to counterac® the current economic crisis
are being met with mixed reviews. Mutuals are resigned to the 764 resdjust-
ment as a necessary move, but they are extremely 'ary of a doubling of the
interest rate. Nany Mutuals argued that should interest rates immediately
Jump to 30% they might as well shut down operations because there would be
little or no borroving, A more gradual shift or transiticn to higher interest
rates would be more palatable and would help minimize the negative impact of
such measures. An interest rate in the high twenties might b. a tesporary
solution if it {s financially feasible, Many rural borrowers, especially
those vith little or no facility in Spanish, have had difficulty understanding
these changes., The SAL System could well consider a media campaign almed at
its diverse clientele to fully explain the measures and minimize rumor and
speculation caused by those who are involved in inciting campesino groups
againat the measures,

1l. CACEN has made a good effort to introduce the environmental checklist
into the System. Its use, hovever, has been limited to type C loans,
Decsuse of the economic measures taken and the flotation of the Bolivian
peso, loan amounts wvill tend to rise considerably, mnvironmental risks

are present for type B construction as well, CACEN should require use of
either the checklist or a detailed modification of its owvn FiA-2 form in

. y) ’
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order to help prevent environmental problems fram occuring vhere they have
given loans for home improvements,

12, The coat/design methodology developed by Farl Keasler is an extremely
useful tool for the Matuals' techniclans to use {n assisting lov-income fa-
milies select aize of area and materfals for construction, The methodology
can bde a good foundation fur training techniclans in designing lov-cost
shelter solutions. A training syatem for the techinicians of all the Mytuala
¥vill be helpful. It could serve to train a nev corps of technicians for
other progra=s which could f¢llov, The experience has been that wvhere
trained, consclentious teclinticlang exisgt, the pmethalolcgy's infur=zaticn !a
being usecd. Hovever, where there §8 an abdence of tralning, the methodology
should be used as the teol to gulde novice techniclans in the selection of
alternate building eaterials, including consideraticn of appropriate local
materials,
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