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EXECUTIVE SUMMARY 

This stIudV covers the mid-term evaluation of the USAllD/Bolivia Market Town Capital
Fomlation Project (tthe "Project", or "FOCAS"), n5 110573[1'-07 1,based on (ata available from 
July 1986 through June 1990. The Project Agreement completion date (PACD) is July 1991. 
° he evaluation was conducted in two phases from MIav 10 through A ugus1 1I, 1990. Phase 
I is the actU al evaluation of the first four years of the Project. It examines ProtJect objectives,
and presents findings and conclusions of: the investment financing mechanism, self
sustainability, the institutional framework and socioeconomic impact. Phase 1 gives
recommendations for the last year of the Project. Phase 11 gives recommendations for creating 
a permanent institutional structure. Both are presented in this report. A.I.D. contracted with
Management Systems International (MSI), which provided a three person team for Phase I: 
Jacques Trigo (Team Leader), Edgar Pereira (Institutional Specialist), and Eileen F-vans (Credit
Specialist), and a five person team for Phase II: JacqIes Trigo, Eileen Evans, Oscar
Rodriguez (Finance Specialist), Rodrigo Ortiz and Michelle Coffee (Investment Promotion 
Specialists). Interviews were conducted in every Department except Pando, and the evaluation 
has been handled in the most transparent way possible vis a vis the Bolivian coillterpallts in 
the Project, the GOB, USAID, and beneficiaries throughout the country. 

Proiec. Backeround and Obiectives 

Until recently, Bolivia had not actively promoted agro-industrial investment outside of
the principal cities (La Paz, Cochabamba, and Santa Cruz). By not doi- g so, tile Country had 
not been able to take full advantage of the opportunilic ., available for development within the 
agricultural sector. Failure to invest in secondary commercial centers means that market 
linkages were not developed between rural producers and processors, or with suppliers of
production inputs. The consequences of' this failure are less national production than otherwise 
possible, less employment generation, lower exports of non-traditional products, and slower 
growth in national income. 

Against this background the Project was designed to address the key constraints to more
efficient financial markets in see,)ndary towns. Tile Project's goal was to achieve a higher
standard of living, through increased employment and production, in Bolivia's rural and semi
urban areas. The purpose was to increase the level of productive private sector investment,
which would fuel production in these regions, create employment and generate economic 
growth. This would be accomplished by improving the capabilities of tile institutions, the
Project Coordination. Unit (UCP), the Financial Credit Units (UCFs), and the Intermediate 
Credit Institutions The was suppose develop as(ICls). Project also to UCFs investment 
promotion entities, and encourage ICIs to expand their rural and semi-Lirba n loan portf'olios. 

The inputs for the Project were: US$15 million from USAID/Bolivia, US56.5 million
from PL-480 Title Ili Program (the Bolivian Government), and US$17.4 million I. be carried 
over from a predecessor USAID project (DDC Project). A permanent, centralized UCF Credit
Fund was to be created with US$21.5 million from this Project and US$17.4 million from tile
DDC Project. However, the DDC Project has a high Percentage of past due loans and its
transfer to i UCF Credit Fund, or another permanent institutional StltC ti'e, iS uncertarin. 



There were five to ten priority "naiker towns" identificd in rural and scli-urblan aras 
at the beginning of the Project. lowever, duec to reluctance by the conimcicial hibnks to lend 
in these areas, and lack of adequate infrastructures, only two towns, Ribcralta and a1mago, 
actually benefitted under this Project. This regional linitation caused delayvs in dishtirsemlents. 
and jeopardized the Project's ability to generate sufficient fee income to sustain itsclf. As a 
result, the Project was amended in February 1989 (Armendment No. 6) to include tile major 
cities of Bolivia (including the central axis of La Paz, Santa Cruz and Cochahamba), provided 
the investments had forward and backward linkages to rural areas. Also, the amendment 
allowed for working capital loans exclusively. 

Findings 

The investment finance mechanism has gone through tour distinct periods. The first 
period, from July 1986 until January 1989, was characterized by limited lending to market 
towns and cities outside the central axis, and a very centralized, ow loan approval process: 
only US$3.5 million was disbursed. The second period began in Februiarv 199 with the 
anendment to include La Paz, Cochabamba and Santa Cruz, and working 'a pital Iloans, when 
disbursements reached US$17 million. During the second period, decision making was 
decentralized under the automatic refinancing schene. The third period wis a iine of crisis. 
from October 1989 through January 1990, when a few existing projects, but no new projects 
were financed. There was uncertainty over the future of the project based on USAII)'s 
decision to suspend undisbursed funds (US$7 million), in order to develop a -rivate financial 
institution (Carana Study). This decision created much controversy with the UCFs and the 
Bolivian Government, both of which pressured USAID to abandon the private financial 
institution idea and continue the project. The fourth period began in January 1990, when 
USAID followed the Bolivian Government's advice. There is still US$3 million which has 
been set aside pending decisions after this evaluatioL. 

As of June 1990, 303 projects had been financed with US$18.3 million, therefore the 
last year of the Project will involve relending loans that have been repaid (rclo ws). Some 
loans have fallen past due, and rescheduling is being done on a case by case basis. 
Commercial banks take all of the credit risk, and must repay the UCP immediately after a loan 
falls past due. Finally, the financing mechanism has not been able to meet the demand, (nor 
have ICIs lent on their own), as there were 400 viable projects approved by UCFs without 
financing. 

The Project was to achieve financial sustainability based on fees charged by the UCP 
(1.4% of the total national portfolio) and by the UCFs (2.6% based on portfolio in their 
regions). The ICIs earn a spread of 5% on the Project's loans. This fee structure created 
wide disparities in the level of income generated by the UCFs, and generous income levels 
for the UCP and ICIs. This is due to the size of each UCF portfolios, and also contributionIs 
from the Regional Corporations (DDCs) for operating expenses. The UC-s in the less 
developed regions (Tarija, Beni, Potosi and Oruro), have Much smaller pmirtfolios, and 
insignificant DDC support. All of the UCFs have operating surpluses except Potiosi and Oruro, 
which have been, and will continue to be supported by the UCP for several years. 
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Can tle system sustain itself' The U(I's and UCP helie,. that by tile end ofI ,9(0tile UCP should be self-sustaining, but tile UCL:s will receive tl1t)h incoie to c er on!lv60% of their operating expenses. This will increase to 80% hv .1tinC 1 991, and h\v J i ne 199 2the system should be self-supporting. A recent agreement to red isrrihine .()'.:of tile reflowsfrom tie larger, profitable UCFs to the less developed regions, III order to) irnceasc the sizeof their portfolio, will be implemented soon. The accounting and ludget in g s\sten is of eachUCFs and the UCP are currently being consol idated to satisfy requests by tile Superintendent
of Banks. 

The Project was suppose to improve of' te capabilities of tie institutions involved intile investmeti fi nancinrig sy stem. It has achieved this with tile UtC and U('S, hit rot tleICls. The UCP/UCF/ICI syStelm has managed to iobilize tie resources available, in spite ofuncertainties and bureaucratic delays. However, tie system has not achieved its oh.jective tobe fully decertralized. Even though all investments Under US$25),(0() do not need UCPapproval under the automatic refinancing mechanism, there still is involvement by the UCPin checking compliance with tile Project's norms: -Most decisions by the ICls are centralizedin La Paz. Also, loans are made on a first come, first serve basis. On tie other hand, theProject had another purpose, tile development of the UCFs as investment promotion entitiesand intermediaries between potential investors and ICIs. This has been only partially met.Technical assistance from Development Associates was not able to transfer these skills (seeInstitutional Options Study by Development Associates). The UCFs see themselves primarilyas financial intermediaries which have mobilized the funds, and have not developed skills ill
investment promotion. 

The number of players and competing interests involved, makes tile UCP/UCF/ICIsystem a difficut activity to implement. However, the Project has delivered loans to smallard medium size businesses in secondary areas where it would not have been possible before.The svstem has stimulated private sector participation in the development process. The privatesector participates with 3 members in most UCFs' directorates. As the system is functioningnow, no component has complete control over the loan granting process. UCFs have completecontrol on project evaluation and on issuing certificates of eligibility. The ICIs perform thisfunction in the central axis, however, they rely on the UCF in the outlying areas, where theydon't have offices or sufficient staff, and the cost of project evaluation is high. This is whereUCF activity had the largest impact. The ICIs have control on loan approval, since they takethe ciedit risk. The UCP has control on disbursement t; ICs and on loan approvals for loansabove $250,000. Finally, the whole system is outside of the supervision of theSuperi ntendency of Banks, and not subject to internal audits. 

As of June 1990, the Project met its socioeconomic objectives to increase production,foreign exchange, and employment. The cumulative effect tile \'earsof' four included anincrease in demand of local inputs of US$23.5 million, creating indirect value added (backwardlinkages) of IJS$2 1:8 million, based on a multiplier of 0.94. (Multipliers for this analysis wereprovided by the Central Bank.) Net foreign exchange earnings generated by the Project forthe first four years equalled US$20.8 million, or based on a multiplier of 3.29, US$68.4million. Together, the cumulative total valte added was US$I 11.8 million, or more than 6times the actual funds disbursed through the Project, or 2.4% of GI)P in 1989. 

iii 



The 	Project created 3,250 new jobs since Ju lv I986. or an alverlCinvest mentI fUS$5.'31 I 
per job, based on US$18.3 million otutstanding as Of JLneC 1990. The Ioject has llScontributed to export diversification and import sn(]stitution, such as the ease of Brazil nuts 
and milk, respectively. The Project has been qil([trt successful in achieving an\1jNuiiable
distribution of funds throughout the coun try: 691X was concentrated in the central axis,
compared to 86% channeled by foreign credit lines through the Central Bank. Finally, the
Project also helped create new economic activities in depressed areas. 

Conclusions 

The 	 NITCF Project has: 

o 	 Achieved the highest socioeconomic impact in the less developed re.,ions of the 
country, and was successful in secondary market towns of Camargo and Riberalta. 

o Generated the most employment in small, medium, and export-oriented businesses, 
in particular. 

o 	 Obtained better regional distribution than other foreign credit lines, and has helped
create new economic activities in depressed areas. 

o 	 The Project has financ-d projects that otherwise would not have been financed 

through tile commercial bankin , svstem. 

o 	 Improved the capabilities of the UCFs and the UCP. 

Hoowever, 	 the MTCF Project: 

o Did not directly address the constraints to increasing capital fomiation in secondary 
market towns. 

o 	 Emphasized financial sustainability over 	 other Project goals. To increase 
disbursements, the Project channeled funds to some large projects which generate
little 	employment, and lent working capital for 	medi url and large projects which 
probably could have obtained financin from commercial banks. 

o 	 Has riot fully achieved its objective to be decentralized, inspite of tile automatic 
refinancing system, mainly due to centralization of' decision-naking by tile ICls. 

o 	 Did not develop the investment promotion capabilities of the UCIIs. 

o 	 Created a complex, cumbersome structure outside of the Central Bank 	 reinancing
system, which will not be sustainable in its current formi after PACD. 

o 	 las not directl\ addressed the constraints in tile banking system, such as improvirig
project evaluation. 
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Recommendations for the last year of the Proiect 

o 	 Continue the project through to PACD, emphasizing lending to sniall and mcdiurn 
projects, and export oriented projects, in less developed regions of the country since 
that is where there has been the highest impact. 

o 	 Carry out penrding administrative matters to the project, such as: reschedule 
problem loans, write down the DDC portfolio, consolidate accounting systenis,
coordinate efforts with the Superintendency of Banks, and redistribute portfolio to 
less developed regions. 

o 	 Improve the participation of ICIs by strengthening their development departments
in project evaluation and supervision, by encouraging decentralization of' decision
making, and by requiring more flexibility on guarantees/collateral requirements. 

o 	 Support the increaseq.d participatiou of tile privatC sector, in par ticuil'ar to obtain a 
majority on the Board of Directors of each UCF. 

o 	 Provide technical assistance for investment promotion, marketing and economic 
studies. 

o 	 All project evaluations and credit analysis should be done bv the ICIs which have 
skilled personnel, otherwise bv tl,, in the as it hasUCFs less developed regions, 
been done in the past. 

Recommendations for Creating Permanent Institutional Structure 

o 	 There is general consensus that new financial intermediaries are needed to introduce 
competition to the banking system. 

o 	 There is a need for a private development bank (PDB) to address the unmet 
demand for long term credit in Bolivia, especially with the closirng of State banks. 

o 	 The GOB does not intend to be an owner in the financial sector, therefore tie 
proposed PDB would be private, for profit, with a wide shareholder base. 

o 	 The PDB would initially have three core departments: project financing (for
medium and large businesses), foreign trae, and small business. The PDB would 
lend in all sectors of the economy. 

o The UCP/UCF system could be absorbed into the small business department of the 
new PDB. This would include absorbing the personnel, loan portfolio, fixed assets, 
and 	learning experiences as much as possible. 

o 	 The PDB would be complemented by separate project, an investment promotion
prograti called FINDES, which would conduct marketing studies and help attract 
foreign investment. 



Lessons Lcarned 

o There should not be a multiplicity of objectives, such as supportin,.g secon(larv areas 
vs. financial sustainability, or financial intermediation vs. investincn promO0tio1,
which cause confusion and require tradeoff's in implementation. 

o AID should ensure any investment financing mechanism it creates he sihbject
adequate supervision and control (by the Superintendency of 13anks. and subject
regular internal audits), to contribute to institutionalization after PACl). 

to 
to 

The fee structure throughout the country should be more flexiblc to acconmmoda.itc 
different stages of development and risk. Also, investment financing projects will 
always need to have clear guidelines for rescheduling. 

o Rash decisions to suspend project fnrids MaV undermine 
disrespect for AID's work in the financial sector. 

the I'roJect anl create 
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COUNTRY CONTEXT 

In tile decade of tile seventies, the Bolivian economy showed high investment GI)P
growth rates, in a context of low inflation and equilibrium of the external sector. That 
was possible because the country benefitted from a period of relative political stabmity,
exceptional prices for export of its products and an important flow of foreign loans 
with international private banks. However, the surplus generated by favorable terms 
of trade and the resources from external loans were utilized to increase the State 
bureaucracy and to finance numerous costly investment projects with doubtful financial, 
economic and social viability. 

At the end of the seventies and the beginnirg of the eighties Bolivia underwent a 
strong period of political instability due to its fragile democratic process and to the 
ambition of some military groups to remain in power. At the same time, investment 
and internal savings started to fall, external financing was reduced and the external debt 
increased. The grace period of commercial loans came to an end and hadthe principal 

to be repaid.
 

In 1982 a coalition of leftist parties, "Unidad Democritica y Popular (UDP) took 
over power claiming political freedom and greater social justice. The UI)P Government 
confronted a difficult economic-financial situation, since the lack of internal and 
external equilibrium became more acute as a consequence of world crisis that was 
reflected in the deterio,,ition of terms of trade, the increase of interest rates and the 
exhau,,:ion of external resources. On the other hand, in the absence of a clear and 
coherent economic strategy to mitigate the crisis, contradictory and counter-productive
macro-economic policy measures were adopted which hindered financial stability and 
savings and investment. 

These factors, combined with the strong drought that whipped the high plains and 
the valleys, and the floods that affected the Eastern region of the country in 1983, 
caused the GDP to further contract. The fiscal situation deteriorated rapidly due to an 
excessive increase of expenditures that could not be offset with increased taxes. As 
a result, the public sector deficit increased from 8% of the GDP in 1981 to 28% in 
1984. The high fiscal deficit was financed with expansion from internal credit by the 
Central Bank, which generated the highest inflation in Latin America. As of September 
1985, the annual inflation rate reached 24,000%. 

In 1984 the external public debt was higher than the GDI1 and its repayment
represented over one third of exports of goods and services. The Govcrnmnct's policy
with respect to a fixed exchange rate lead to a significant over-valuation of the 
currency and to a parallel rate more than twea.. tires the official exchange rate. This 
caused acute distortions in the all, -ation of resources and discouraged exports. More 
people dedicated themselves to speculation, since it was more profitable, than productive 
investment. 



The crisis was also the result of structural problens inherited lruno the pisi. ,.\fkcr
the 1952 Revolution, intervention of the State in the ecolnmy was overpoweri ,-.
The participation of the public sector was not limited to the Provision of social. 
educational and health services, and the construction of basic infrastrtuctLire, hut also 
to the production of gcxds and services. Thus, a significant 1rLIni her (of pulic
enterprises and decentralized entities were created. The majority of them turned (uit

to be inefficient, and in order to survive had t)have direct and indirect 
 (G(,'ernienci

subsidies. Another structural 
 problem worth mentioning is the lack of capacity of tile 
economy to increase and diversify its exports. The nmtcro-ccorromic policies
implemented prior to 1985 lacked th'e necessary incentives for exporters since it was
 
more profitable to produce for the domestic market, 
 instead of producing for export
 
purposes. In 1985 tin exports arid natural gas represented over 80% of total exports.
 

Under these circumstances, the Government of President Paz Estenssoro took power

in August 1985. He inherited a very acute economic, social and political crisis. The
 
most important economic objective in tile short tern 
 was the drastic reduction (f
inflation and to restore external equilibriim, so as to immediately rccors1ruct tie
 
economy and to establish the basis for sustained ecoinomic growth. In this seise, the

Government irmple merited to achieve stability and
a progr-,m structural chancs kniown
 
as the "New Economic Policy" (NtP), designed to attack, in tile first place, tile 
non
financial public sector deficit. At the same time they carried ou, 	a set of' sIructUral 
measures tending to eliminate controls and restrictions imposed by tire State, as well
 
as to reduce the role of tile public sector in production.
 

On tile other hand, measures were adopted to promote a free trade economy, where
 
decisions to produce and invest would be oriented 
 by the needs of the market," and tire
price of production factors would be freely determined in accordance to tile rules of

the offer and the demand. The most 
 important elements of the economic strate,,v were: 

1. 	unified exchange rate and flexible exchange rate policy:
2. 	 liberalization of interest rates and the financial system:
3. 	 elimination of tariffs and other trade restrictions: 
4. 	 the liberalization of labor; 
5. 	 more discipline in expenditures and tax reform: 
6. 	 the restructuring of public sector entities
7. 	 the modernization of the State with the implementation of financial information. 

non-financial systems and fiscal control; 
8. 	 Improved relations with Bolivia's official creditors. 

The program initiated in 1985 has been very successful, in spite of adverse external 
factors, such as: tile drop in tin prices in international markets du ring 1985, that
compelled tile Government to disrniss the23,000 miners from Iiining Corporation (ut"
Bolivia; the reductio:; in export prices of gas and tie non-payment of gas invoices by
the Republic of Argentina. It is estimated that intire period 1986-88, tile reriris of
 
trade dropped 46 percent. 
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During the next three years the econonmy showed positive growth rates, even thoughin per capita terms, this is still insufficient to improve the standard of living of thepopulation and to reduce the still high unemployment rate. Public investment jcoveredits traditional levels. Nevertheless, the private sector showved rather low investmentrates; partly due to the high rates of interest prevailing in tile financial market and also
due to the lack of' a clear legal framework for direct foreign investment. 

Inflation has been fully controlled thanks to the austere fiscal and monetary policies
and to a cautious wage policy. The public sector deficit has been greatly reduced dueto strict controls on expenditures, realistic prices in the public sector enterprises,decentralized entities of the Central Government and the implementation of the Tax
Reform. All of these have increased fiscal revenues from 8% of GI)P in 1986 to 16/4
in 1988. 

In spite of tile fact that the current account of the balance of payments still shows a considerable negative balance, the international reserves of the cotntry have beenstrengthened due to a massive repatriation of capital and to fi naric ial support frommultilateral and bilateral credit organizations. Exports did riot rcach tile amountsregistered at the beginning of the eighties, as a consequence of the external shocks
aforementioned, and to the lack of dynamics in the export sector, in spite of foreign
exchange, tax and credit policies granted by the Government. 

The successfui renegotiation of the external public debr with the international
private banking system and with bilateral creditors also helped strengthen international 
reserves. In effect, an agreement signed wifh the international banks in 1987 has
allowed the country to re-purchase 65% of its commercial debt for an amount of US$ 
387 million, at a price of 0.11 cents. 

The new Government that was inaugurated in August, last yea.', announced that itwould maintain the general guidelines of the economic policy determlined by theprevious Government, but would place greater emphasis in social development. Thisresulted in Supreme Decree No. 22407, which gives the guidelines aid regulations on:the Law of Investments, the Law of Hydrocarbons, the Mining Code, and rules for joint 
ventures.
 

On the other hand, the new authorities continued negotiations with the InternationalMonetary Fund and the World Bank and established the objectives for 1989/90
structural adjustment program. In turn, the Governments of Argentiia and Boliviarenegotiated their debts, which resulted in a substantial debt reduction for Bolivia.Likewise, Bolivia paid its debt to Brazil with discounted Brazilian debt purchased onthe secondary market. Also, Bolivia was able to obtain the ternls and conditions
established in the 'oronto Agreement that had been granted until now only to the 
poore,,: African countries. 
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BACKGROUNDI. (PROJEICT AND OJEC'TIVES 

A. Background 

Until recently, Bolivia, had not actively promoted agro-industrial investment outside 
of the principal cities. By not doing so, the country had not been ahlc to take full
advantage of the opportunities available for development within the agricultural sector. 
Failure to invest in secondary commercial centers means that market linkages were not 
developed between rural producers and processors, or with suppliers of production
inputs. The consequences of this failure are less national production than otherwise 
possible, less employment generation, lower exports of non-traditional products, and 
slower growth in national income. 

B. Goals and Objectives 

The Project goal was "to achii've a higher standard of living, through increased 
employiment and production, in Bolivia's rural and semi-urban areas." T h e 
purpose of the project was to increase the level of productive private sector investment 
in Bolivia's rural and semi-urban areas. This would fuel production in the region, 
create employment and generate economic growth. Increased economic activity would 
stimulate 'financial markets to respond more effectively to the financial requirements
of enterprises locateld in the rural and semi-urban areas, primarily small and inedium 
in size,. The penetration of financial institutions to new markets will generate mort 
business increasing services and profits. The component's dual purposes were: 

1. The improvement of the capabi Iities of the institutions involved in the 
investment financing system: the UCP, the UCFs, and the panicipating ICIs. 

2. The development of the UCFs as investment promotion entities and
 
intermediaries between potential investors, and ICIs interested in expanding 
their rural investment loan poilfolios. 

C. Component Inputs, Outputs and 3eneficiaries 

The component's inputs were expected to be: 

1. By USAID: 

a. Investment Financing: A permanent, centralized UCF Credit Fund composed
of $17.4 million in DDC Project reflows and $26 million in new funds 
from AID ($14.5 million) and the PL-480 Title III Progra im ($6.5 inillion). 
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b. Technical Assistance and Training: This item includes funding for: 
(1) 	 Three long-term advisors in the fields of investment promotion, small 

and medium enterprise development and marketing. 
(2) 	 48 person-nonths of short-tenn assistance. 
(3) 	 In-country seninars and overseas training. 

c. Project Support Costs: This item includes funding for salary and commodity 
support to the UCFs and the UCP. It also funds investment research in 
priority market towns and an AID Project Coordinator. 

d. 	 Evaluations and Audits: Yearly local audits and tle two project evaluations. 

2. 	 By the Bolivian Private Sector: 

a. 	 Private Sector Investment: A total of approximately $16.5 million, assuming
30% equity investment by potential borrowers and an average of 20% of 
each loan financed by ICI deposits. 

b. 	 Participation of private financial institutions in credit granting activities 

according to the UCF Credit Fund's operating procedures. 

3. 	 By the Bolivian Public Sector: 

a. 	 Regional Corporations: Approxirmately $400,000 for the UCFs operating 
costs. 

b. 	 Manaeement of the Project Coordination Unit (UCP) of the Ministry of 
Planning and Coordination. 

c. 	 Support of the proposed activities, to reach out to a broad sector of the 
population engaged in small and redium size business activities in rural 
and semi-urban areas. 

D. 	 Based on the Project Amendment in February 1989, tile component's outputs were 
expected to be: 

. Private sector investment in rural and seni-urban enterprises, totalling 
approximately $32 million. 

2. 	 A self sufficient system which will finance and promote private sector 
investments. 

3. 	 Five improved and strengthened ICIs for better management of their 
development lending programs throughout Bolivia. 

4. 	 The UCFs will have improved their capability to promote investments. 



5. Three 'iUInct ion ing J ;oriy mi'ket town pi lot projects. 

(Note - See Appendix 1) for discussion on whether outputs wer-e achicv,,l.) 

E. The beneficiaries were expected to he: 

1. Primary beneficiaries: 
a. Owners and employees of rural enterprises which will receive credit that

would not have been granted otherwise. 

b. Owners and emnployees of intermediate credit instittin t which haveions willexpanded their markets to rurl and scmi-urbhan areas that WOUld not havC 
been possible without the program. 

2. Secondary benef'iciaries of* this componernt will include expo-ter, supplier andcilients of the rural enterprises. The entire Bolivian society through improved
access to new ventures and credit facilities. 

Ill. FINI)INGS 

The findings of the evaluation team are based on extensive interviews in La Paz.Santa Cruz, Beni, Tarija, Ortiro, Potosi, Cochabamba and Chuqtuisaca. wheire the' arefunctioning UCFs witdi portfolios. The team wishes to thank USAID/Boli via. all ofthe Bolivians directly associated with the Project at the UCP and UCfs, g-overnmcntofficials, private sector leaders, and individual borrowers, for their kind coopearti(mduring this evaluation. (See Appendix G for list of persons interviewed.) Finding-s arCbased on: A. The Investment Finance Mechan isn; B. Financial Susta inahi Iitv; C. TleInstitutional StructuLire; and D. Socioecnornic Impact. 

A. The Investrment Fiance Mechanism 

I. SOlrces of' Funds
 

The Loan and Grant Agreement to establish the FOCAS project 
was signed on July23, 1986 between the governments of' Bolivia and the U.S. The USAID Loan was for$15 millioii, and has a maturity of 40 years, with 9.5 years grace. (The loansubseq(Leritly reduced was 
to S12 nillion, and the grant comporent was iicr'eased $3 millionin Project Authorizatior Armendmerit No. Interest2.) payments are 2% p.a. for firstten years after disbursement, and 3% p.a. thereafter. Principal repayments will beginin 1996 will paid in 61and be equal semi annual installments. The BolivianGoverrmerit, acting through PL480, made loana for US$6.5 nillion, for 7 years, vithtwo years grace. Interest payments to P1.480 are currently 6%, bIt discussions areunderway to lower the interest spread. Principal repayments begin in Septemberto PL48(, will be inand made five equal, annual installments. F'IA8() funds willtherefore be paid back by 1995. There is the possibility that PL-S() funds will be 
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made available again to the project, but it is not explicit in the Le tter of Understanding
between FOCAS and PL-480. USAID funds will be available for thirty five ,,ears after
the project ends in July 1991. Therefore, a penianent finance mechanism is required
for the US$15 million from USAID, which may or may not be augmented by the 
US$6.5 million from PL480. 

2. Evolution of the Investment Finance Mechanism 

The investment finance mechanism has gone through four distinct periods. The 
first period was a startup phase and was very slow in disbursing funds. By September
1988 FOCAS was significantly behind schedule; only US$3.5 million had been 
disbursed. At this time USAID recognized that the original idea to develop five to ten
priority market towns would not produce a large enough portfolio to sustain the system.
A decision was made to have only three "pilot" market towns (Camargo, Riberalta and
Tupiza), and to include La Paz, Cochabamba and Santa Cruz, provided that the projects
had backward linkages to rural areas. This. decision created. Amendment No. 6, passed
in February 1989, which was the beginning of the second period. The amendrnent also 
allowed for working capital lending, and lending to large businesses. Another 
significant change during the second period was the Automatic RCefinancing Mechanism
which allowed each UCF to approve loans tIp to $250,000. Durine the second period,
from February 1989 until Ocober 1989, disbursements increased over US$12 million. 

During the third period, from October 1989 until January 1990, disb..Irsements came 
,. near standstill a of USAID's decision to freeze allto as result remaining funds 

(approximately US$7 million) due to internal uncertainties over the future of FOCAS. 
During this "crisis period", there was a proposal within USAID to use the funds for 
a private financial institution, "financiera", and to end the FOCAS project. This caused 
doubts by' all participants, and there was some turnover of staff. The UCP and UCFs
lobbied USAID to stop the idea for a financiera, since it did not build on the system
which existed. In January 1990, the Government of Bolivia intervened and requested
that the project continue. As a result, the proposal for a private financial institution was 
put on hold and will not affect the future status of FOCAS. The project should 
continue until July 1991, as originally planned. 

The fourth period started in January 1990 and continues to the present time. Since
January 1990 the UCP is under completely new management. Most of their efforts 
have been directed at solving the problems that arose during the crisis period, and 
working with the reflows from the loans. 

In summary, the investment finance mechanism has not been evenly disbursed
during the first four years of the project. Instead, it had a false start in the beginning,
and then disbursed too quickly during the second period with changes introduced in
Amendment No. 6. The financing mechanism came to a complete halt for four months 
during the crisis period. Now, the new management at the UCP is concerned with 
managing the reflows ($4-5 million per year), and institutionalizing the system. 
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3. Status of tile Portfolio 

As of March 31, 1990, all of the availahle All) Loan Funds wcrc committed. 
USS4(X),00() was only US$6(X),0()0 of thepending disbursement, amid I1.4,M() I.an was
 
uncommitted. In other words, at the time of this evaluation all of the available funds
 
were placed, more than ocne year before project completion. A breCakdown of total
 
funds disbursed by region follows in Table 1.
 

Table 1 - Status of the FOCAS Portfolio as of March 31, 199()
 
In US
 

Reuion No. Proiects Disbursed % of lotal
 
Beni 21 1,687,348 9.4%
 
Chuquisaca 41 1,335,784 
 7.5c 
Cochabamba 91 4,593,373 25.6'; 
La Paz 43 3,750,474 20.9%
 
Oruro 16 866,443 4.8
 
Pando 3 366,451 2.0%
 
Potosi 29 753,174 -1.2%
 
Santa Cruz 36 4,052,930 22.6c;
 
Tarija 18 512,436 3.)'
 

Total 298 17,918,413 I00.01'th 
-

Source: UCP, March 1990 most recent data available 

By March 1990 298 projects had been financed by FOCAS, although over 400 
projects had been evaluated and approved by the UCFs. The borrower hears full 
foreign exchange risk, as the loan must .bepaid back at the official dollar/boliviano 
rate. The interest rate to banks is Libor + 1% for fixed investment Only, and Libor 

.
+2% for working capital. Th banks then pass on a spread of 5% to the borrower,
making an effective rate of 14-15% with current interest rates. The avcrage am1OULnt 
coning due from 1990 until 1996 is estimated at US$5-6 million per year. 13y January
1991, approximately 26% of loans, or US$4 million should be repaid. excluding any
rescheduling of problem loans. The average size project inthe FOCAS Portf ho is 
$30,000, excluding five large projects over $500,000, or $60,000 including them. ''iiis 
compares to $95,000 on average for rural projects the DDC's Porifolio (first mid
term evaluation by ISTI). 

Relevant case studies to compare this Project are found in Appendix 1. This 
includes CINDE from Costa Rica and FOPINAR, is a similar project in cICIt[()I , which 
lends to small businesses. By 1988 FOPINAR had made 7,467 loans averaging 
US$14,000. 



4. The Automatic Refinancing Mechanism 

In May 1989 the A utomatic Ref naui n Mechanismn .Vas inIroduced. This was a 
significant step towards decentralization. In essence, this enahled each UCF to have 
automatic refinancing approval for pro.jects itp to $250,000, with UCI alpproval needed 
for projects above US$250,000, and All) approval needed ahovc US$5(),()(). The 
automatic refinancing mechanism enabled more diversification between regions and with 
participating ICls, as demonstrated hy Table 2. 

It is interesting to note that concentration in La Paz, Cochahama and Santa Cruz 
decreased from 78% to 64%, and concentration in the top 3 banks decreased from 63/; 
to 46%, after the automatic refinancing mechaniism was in place. The aultOml;,atic
financing system was hindered by the lack of decentralized decision-making within the 
ICls, however. For example, in Potosi, Banco Nacional can approve projects up to 
US$20,000, otherwise it mnust go to its office in Sucre for approval up to USS50,000.
All projects above US$50,000 mLust be sent to the head office in La Paz for approval.
The original project document differentiated between the approval limits of each type
of UCF, ranging from $75,000 for "A" rated UCFs, $40,000 for "B" rated UCFs. and 
only ip to $1I5 ,00() for "C" rated UCFs. The Automatic Rcl'irmncini Mecha ii sil 
increased these limits substantially for every, UCF. 
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Table 2: )IVERSIFICATION OF I'()ITI)lII() FB'TWEEN RII(I )NS 

Befores Auto. Refin. After Auto. Rcitl. 
Projects US$O00 % Projects US$() 

Beni 2 311 2 11 1,376 II 
Cochabamba 9 886 22 71 3,335 25
Chuquisaca 1 33 1 38 1,259 1()
La Paz 2 282 7 37 3,058 24
Oruro 2 17 -- 14 85.1 0
I'otosi 5 222 6 19 471 4
Santa Cruz 3 1,965 49 30 1,988 15
Tarija ..--- -- 18 513 4 
Concentration in 
LPZ, SCZ & Cochabamba 78% 64% 

DIVERSIFICATION BETWEEN PARTICIPATING ICI 
Before Auto. Refin. After Auto Refin. (Mar 9)

Projects US$0()0 % Projects US$0() % 

Hipotcecario 2 1,320 33 19 3,053 18
Santa Cruz 5 671 17 44 2,578 16
B.13.A 2 206 5 23 1,714 10
La Paz 5 341 9 31 1,807 1IUnion 1 455 12 26 1,782 11
CACEN 2 266 7 30 2,032 12
Nacional 3 50 1 41 1,222 7
13Bi,, 13eni 1 20 0 25 881 5
Mercantil 0 [) 0 14 578
13,ladesa 3 535 13 3 535 3
Cochabamba 2 118 3 11 364 2
11135A 0 0 0 6 2(1 1 

C()ncentration
 
top 3 banks 10 2,526 63% 
 93 7,843 46% 

-
Sources: UCF La Paz and UCP. 
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5. Relationship with ICs 

There are two reasons that more than 40(( projects have not beeil Inranced bv the 
Project. One is that there are no more finds available, until reflows come in, and 
USAID decides what to do with the remaining US$3 million. Another reason is the
high collateral requirements of the banks, which is usually 200-3007 of the loan 
amount, in the forn of fixed, mostly urban assets. Obviously, many of the smaller 
borrowers do not have enough fixed assets to meet this requirenent. In the less 
developed regions, real estate has a lower value than in the larger cities. II Potosi,
for example, the average cost of a house is less than US$4,000, and ICIs won't accept
other forms of collateral, such as land, equipment or future sales. The Project has 
addressed this issue recently by utilizing the US$2 million Loan G naran tee Facility
provided by AID/Washington. This Facility guarantees up to of tihe risk,50% anl 
some ICIs have agreed to reduce their collateral requirements to 1:1 with this support.
There are sonic limitations to the Facility, however. Tlheie is only. US$2 million 
available, which is not enoughi for projects already identified, and the gtarantees are 
for tip to three years. 'Fhe Portfolio has an average maturity of five \'ears, howevcr,
with one year grace. USAID Bolivia has requested that the terms of: the guarantees
be extended to five e'ars to better suit the terms of the Project's loans. 

One banker suggested that other items need to be addressed to lower collateral 
requirements. Banks need to improve project evaluation capabilities, and there ne-eds 
to be clear polk ies to allow the restructuring of loans. (Currently, if a loan falls past
due, even one day, the ICI must pay the UCP imnediatelv.) Finally, a better 
understanding is needed of the risks posed by contraband activities pro*jects,to which 
has resulted in problem loans in the past. Also, sonic ICIs have been very reluctant 
to finance any agricultural or mining projects, even if there are sufficient guarantees.
This may be do to a lack of expertise to evaluate projects in these industries, and the 
high risk associated with the projects. 

The history of developnent credit facilities in Bolivia is ample and well 
documented. The Central Bank of Bolivia (BCB) currently manages at least 20 different 
guaranty and direct lending facilities frorn different donors. Among them, institutions 
like IDB, World Bank, AID, UN, and several European governments. Many of these 
facilities have been hindered by problems within the RCB. 

Extensive interviews with the banking cotilniunity revealed that. inspite of the 
cumbersome UCP/UCF systen, there were some advantages: 

- When FOCAS became available, there was a general scarcity of fuinds in the 
banking system. This situation !as since changed and now tile banking system 
is very liquid. 

- The offer of automatic refinancin g and the opportunity of hv-passing the 
Central Bank bureaucracy was appealing. 
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The 5 point spread Wsand ulie control over the credit authorization process
attractive. 

Since they were not required to modilfv their collateral reqtiiircuilents, they were 
not increasing the risk. 

Essentially, the ICIs perceived the new activity as an opportUllity to broaden theirmarkets without materially increasing, the risk, when lending funds Were difficu to
 
obtain. However, at the onset of the program, funds moved slowlv. All credits had tobe approved by the UCP and USAID. Some of the UCFs were not organized for thecredit evaluation activity. Additionally, it was difficult to reach the secondary areas
because the ICls were not there. 

Some ICls began organizing development depa rtments overlapping much of theUCFs' activities, especially in the ma jor cities. One of tile major problems with tilheProject is that ICls must reimburse the UCFP immediately for loans that fall in arrears. 

6. UCF Credit Fund 

A proposed document at the UCP establishes the rules for "institionalizine thesystem". Itdescribes the mechanism to unifv the portfolios under control of the newsystem, for the first time.' (The Corporationi's portfolios are currently outside of thecontrol of the UCP.) The Project Paper assumed that by the end of the project apermanent UCF Credit Fund would be established with DDC (Corporations) ProjectReflows ($17.4 million), USAID ($15), PL480 ($6.5), or a total of' $38.9 million. Thenew UCF Credit Fund document assumes there will be US$34.5 million available, byreducing the DDC portfolio by $4.4 million. In fact, it will still be less, considering
the uncertainty of PL480 funds, and the potential losses in the Corporation's portfolios

of up to 50%.
 

The Fund will be centralized to allow the GOB to allocate resources rationallyamong the UCFs. Also, the UCF Credit Fund supports a permanent, decentralizedtfinancial mechanism whic, responds to the regional financing needs. Specifically, it

tries to improve the loan operations, and regional distribution of the portfolio. One of
the goals is the ability to generate sufficient financial income to susta ii tile UCP and
UCFs. The new criteria under the UCF Credit Fund are: 

- Diversification and eq ual distribution of the portfolio; 
- Reduction of risk; 
- Better supervision of credit; 
- Decentralization of the approval of credits; 
- Compatibility with monetary policy of tile Bolivian government, especially regarding

interest rates. 

This will be more in thediscussed in detail section on recommendations for [he
institutionalization of, tile system. 
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B. Financial SuStainabilitv 

One of [he stated goals if) the IIroject I'aper is financial sutiainahilitv. As
mentioned earlicr, the UCFs receive 2.6% interest spread of their own portfolio, and 
the UCP receives 1.4% of the total portfolio. In order to increase (Iishurse ments ind
help sustainability, Amendment No. 6 was passed. This has enabled some UCF. to 
achieve a sufficiently large portfolio, but some UCFs in the less developed regions
have not been able to sustain a large enough portfolio to support thcmnselves. Table 
3 presents the future value of the income earned by the UCFs onl their portfolios. 

Table 3: Income Earned by UCFs on their Portfolio 
As of March 31, 1990, in US$ 

Reeion Disbursed % of Total UCF's Fee (2.6%) 

Beni 
Chuquisaca 
Cochabamba 
La Paz 
Oruro 
Pando 
Potosi 
Santa Cruz 
Taria 

1,687,348 
1,335,783 
4,593,373 
3,750,474 

866,443 
366,451 
753,174 

4,052,930 
52,436 

9.4% 
7.5% 

25.6% 
20.9% 
4.8% 
2.(0% 
4.2% 

22.6% 
2.9% 

43,871 
34,730 

119,428 
97,512 
22,528 

9,528 
19,583 

105,376 
13,323 

Total 17,918,412 100.0% 465,879 
-

Source: UCP 

The UCP earns 1.4% of the total portfo io,or US$250,858 based oil the portfolio
in March 1990. (The income is realized on the reflows, so it is spread over time, but 
itis nevertheless substantial). The UC3 has been supported by USAID with grant 
money of US$248,000 per year for the first three years. This is apparently the amount 
needed to cover all operating costs. One would assume that the costs of running the
UCP should decrease towards the end of the project, as the system became more
efficient and automated. This does not seem to be the case, however. As of June 1990,
cumu'relative surpluses by the UCP totalled US$746,551. 

The level of personnel and total expenses of each UCF varies sign ificantly, as seen 
in Table 4. 
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'able 4:Expenses of the UCFs 
December 1989 

Reuio Personnel Expenses/ Total lI"x p.ns,..j 
Total Expenses It )Total l'otliU 

Beni 57.6% ."; 
Chuquisaca 77.0% j7.)'; 
Cochabamba 48.0% 2.2e,; 
La Paz 58.0% 6.71,: 
Oruro 89.0% 17.5 ,; 
Potosi 81.0% 7.'.'; 
Tarija 	 n.a. 19. I1" 

Source: UCP (Santa 	 Cruz was not availtable) 

Cochabamba has the 	 Oruro and I'( t()ilowest expenses relative to other UCFs. appear If) haVC 
hih personnel costs, however, Potosi's total expenses were only US51,337. comparcd to(
USS167,512 expenses for Oruro. Chuq u.:isaca has relatively high expenses. hut it is fi lly 
SUpported by DDC funds. 

Table 5 presents the operating surpluses (deficits) of the UCFs for 1989. and forecasts 
for 1990. 

Table 5:Operating Surpluses/(Deficits) of UCFs
 
In US$
 

Reuion December 1989 Forecast 1990
 

Beni 3,105 2,518
 
Chuquisaca 98,419 153,923 (April 1990)
 
Cochabamba 48,959 33,7 11
 
La Paz 9,688 288,046 (April 1990)
 
Oruro (75,921) (40.175)
 
Potosi (24,443) (30.000)
 
Santa Cruz n.a. n.a.
 
Tarija 	 18,520 n.a. 

Source: UCFs 
n.a. - not available 
Exchange 	 Rates 13s. 2.69/US$1.00 in 1989 (period average) 

Bs. 3.09/US$l in April 1990 
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At this time, it is impossile t) have an audited, consolidated version of tihe 
operating )LIdgCLis. The best impression obtained on the system is the Ic'el of expense. 
and surpluses (deficits) shown above. \Wt must therefore qualify our analysis due to 
lack of consistent accounting methods. Tiie UCP is going to implement a standard 
accounting system for all of the UCIs, and has contracted a local accounting fir to 
help with the effort. Most of the UCFs now provide the Superintendency of Banks 
,.i.h monthly statements, and so consistency is improving. This will be necessary 
before advancing to Phase II, the institutionalization of the system. 

Can the svstem sustain itself'? The UC's and UCP believe that by' the end of 
1990, the UCI1 should be self-sustaiiiing, bUt tihe UCFs will receive enough income to 
cover only 60% of their operating expenses. This will increase to 80% by June 1991, 
and by June 1992 the system should be self-supporting. It is hard to con in'n or deny
this, however based on the accounting differences rientioned above. It seems that the 
profits of some UCFs (especially La Paz, Chuquisaca and Santa Cruz) are more than 
sufficient to carry the losses of Potosi and Oruro, however. Obviously, there is a wide 
disparity in the level of income generated by tile UCFs. This is a function of tile 
distribution of both the FOCAS and Corporation portfolios, the level of I)DC support. 
and other resources available to the UC-s. Table 6 presents the breakdown of tie 
UCFs Portfolio and the level of DDC support. 

Table 6: Breakdmwn of UCF's Portfolios and DDC Support 
In USS 

ReLion Focas Portfolio Corp. Port. I)IDC Support 

Beni 
(Dec. 1989) 

1,502,130 
(1988) 

(52%) 
(1986-89) 

1,376,673 (48%) 12,968 
Chuquisaca 1,280,391 (43%) 1,713,016 (57%) 14,000 
Cocnabamba 
La Paz 

3,844,659 
3,113,187 

(61%) 
(63%) 

2.510,393 
1,803,848 

(39%) 
(37%) 

76,00()0 
52,000 

Potosi 645,892 (93%) 49,009 (7%) 8,000 
Oruro 847,612 (88%) 110,3>.q (12%) 8,000 
Santa Cruz 3,952,929 (56%) 3,116,574 (44%) 46,000 
Tarija 489,912 (19%) 2,122,219 (81%) 50,218 

Total 15,676,712 12,802,068 267,187 

Source: UCP 

Tables 5 and 6 demonstrate the gap between UCFs in the more developed regions.
which have larger portfolios and more DDC support, from the smaller UCFs. Potosi 
and Oruro, inparticular fall short in!.vel of portfolios and DDC Support. 



The Project Paper projected that both Oruro and Potosi would have larger portfolios
(over US$2 million), and that both would receive more support from the DDC. 
Obviously, this was optimistic, and it seems that for the foreseeable future these two 
regions will need additional support. In 19,9 the UCP provided an interest free loan 
to Potosi for US$12,146, and will provide another interest free loan for IJS$30,(X() in
1990. The UCF in Potosi needs a portfolio US$2.5 million just to break even. In the 
case of Oruro, interest free loans of US$40,J75 and US$24,580 were provided in 1989 
and 1990, respectively. This extra support, combined with the decision to reallocate 
40% of the reflows from the FOCAS portfolio, will help the less developed regions,
but may not be the long term solution to cover their operating deficits There is an 
Institutiona1l SUppOrtlFund aimed at supporting the less developed regions, which should 
be implemented short]v. 

In comparison, some UCFs, such as Chuqluisaca, La Paz and Tarija, are generating
substantial levels of income. (Most likely the UCE of Santa Cruz is also.) Also,
several have substantial resources beyond either the FOCAS or Corporation portfolios.
For example, Chuquisaca's operating budget originates mostly from their own resources 
(65%), and 35% from both the Corporations and Focas portfolios. Finally, the 
difference in size of portfolios between regions is significant. The largest UCF, Santa 
Cruz has a combined portfolio of more than sever times the portfoli'os of Oruro or 
Potosi. 

The main issue regarding the sustaicriability of the systerm concerns sharing p'rofits
and losses between the UCFs, and the level Of support for the UCP. At the present
time each UC" acts as an autonomous unit, and there is obviously reluctance to 
consolidate the accounts by those that are better off. Profits are not shared at all, but 
the 40% of the reflows from the portfolio will be distributed to the smaller regions.
This is further complicated by the lack of ICls and inflexible collateral requirements
in the less developed regions. Eventually, a decision will have to be made to subsidize 
the operations of Oruro and Potosi permanently, (or perhaps raise the interest rate 
spread to 3.5% or 4%, as was anticipated in the Project Paper). Finally, the current 
interest rate spread of 1.4% to the UCP seems high, in comparison with the spreads
earned by the UCFs. The original spread allocated to the UCP of 1% was supposed 
to be sufficient to cover its operating costs. 
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C. 'he Institutional System 

1. Overview 

Despite the less than anticipated receptivity among 1( ,. to participation, 
the UCP/UCF/ICI system has placed all the credit line availablc -- loans totallingo3 

nearly $18.0 million.
 

Fhe number of players and competing interests involved, however, makes 
the UCP/UCF/ICI svstem a difficult ,,,t:iv t,, implement. In view of its complexity 
the system has done well. It has delivered loans to small and medium size businesses 
in secondary areas where it would not have been possible before. 

The system has stimulated private sector participation in the development 
.process. The private sector participates with 3 members in most UCFs' directorates. 
Recently, a repres tative of the private sector has been included in tile UCP's board. 
Only privately owned ICIs are actively eclged in the financing. l'he heneficiaries of 
the loans are privatelI owned companies. 

As the system is functioning now, no component has complete control over the 
loan grantin~g process. UCFs have complete control on project evaluation and on issuing 
certificates of eligibility. The ICls on loan approval and the UCP on disbursement t. 
ICIs and on loan approvals for larger loans (above $250,000). 

Their respective activities and interests frequently clash causing frictions and 
controversies among them. The role of the UCP is viewed as redundant by ICIs and 
customers who frequently complain on the long time it takes to complete a transaction. 

The UCP has not perfonned well the expanded responsibilities envisaged by the 
Project Paper. It has been unable to consolidat the budgetary inforimition it receives 
from the UCF, (although this is underway, and should be complete by September 
1990). During the crisis period, the UCP did not provide information to the ICIs that 
funds were no longer available. After four years of the project the UCP does not have 
procedural manuals in place, although there are drafts. Finally, the UCP only recently 
went through an internal audit, something Which should have been (one on a regular 
basis. 

Very little investment promotion is done by the system beyond an occasional 
visit to producer associations and contacts With local ICIs. Much of this criticism is 
based upon the failure to transfer investment promotion skills by the long tenn advisors 
under the Development Associates contract. Some UCFs have participated in local 
trade fairs. 
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The UCP has an investment promotion oflicer who recommends investment promotion
activities to the UCP Board and publishes tile newsletter "Promotor de lnversiones",
however the last issue of the newsletter appeared in May 1989. The UCIs have
advertised in some local newspapers and promotional leaflets. lowever, the amount 
spent and the impact of the advertising is riot significant. At the UCP and UCF level
there is agreement that investment promotion activities should be carried out by the 
government. For the ICIs investment promotion nomially means giving information oncredit lines available for different types of investment. As a result, potential loan
beneficiaries contact the UCFs on the recommendation of ICIs. 

In the principal markets the ICIs see this feasibility study as redundant because
their own development departments are able to do this work. However, in the secondary
areas they rely on it for their own decisions. In secondary and marginal areas, where
ICI presence is relatively scarce, UCF activity has had an impact. On the strength of
UCF intervention ICls have entered .into loan arrangements that normally would not 
have been made. 

2. Project Evaluation 

The larger ICIs perceive the project evaluation and credit analysis activity of the
UCFs as redundant, at least in the principal ma-eets. There, they already have their 
own development departments to evaluate credits. However, they acknowledge that they
would not have given some credits in secondary areas had it not been for the credit
analysis done by the local UCF. The same is true for the project follow-tip performed
by the UCFs. The ICIs perform this function inl their principal markets, however, they
rely on the UCF in the outlying areas. The cost of project evaluation in secondary
and outlying areas is high, compared to the cost in principal cities. Nomially, ICIs do 
not begin project evaluation until the potential borrowers have a certificate of eligibilitv
from the UCF. However, UCFs do not issue a certificate of eligibility unless a
feasibility study of the investment is done by a qualified consultant. 

Prior to March 1990, UCFs would evaluate projects before the ICI approved.
This resulted in 400 projects with UCF approval and without ICI financing. Many
borrowers wasted time (and money) for their feasibility studies, to no avail. However,
since March all projects must have ICI approval first, as stated in the proposed credit 
policy. The procedure is suppose to work like this. The borrower first approaches
the ICI. The ICI evaluates the project and the collateral, and upon approval presents
the following documents to the UCF: Application for eligibility, letter of credit with 
guarantees, notarized signature by borrower, their evaluation, and financial statements. 
Upon request by the ICI, the UCF will do the evaluation. Once the evaluation is 
complete, the UCF then detemnines if the project fits the eligibility criteria: 

Developing or expanding productive, privately-owned enterprises in rural 
or urbaih areas,
 
Significant forward or backward linkages
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Creation of new jobs, directlv or indirectly 
Al increase in producin)n for local consumption (orcxporl 
Financial viability over tile long term. 

The UCFs check to make sure the financing is not used for: 

- Publicly owned enterprises
 
- Infrastructure development activities
 
- Traditional agricultural production
 
- Strictly commercial trading activities
 
- Mining activities, except in Potosi and Oruro
 
- Working capital loans for less than one year (this was later amende(l). 

since this was supposed to come from a line of credit tro m a commercial 
bank. 

If all of the above criteria are met, the UCF will then issue a Certificate of 
Eligibilitv. 

The initial responsibility for assessing the financial viability (I' the project is 
with the ICI, because they bear full repayment risk. However, since most ICls do not 
have staff to evaluate projects outside of the central axis, they often depend on the 
evaluation by the UCFs 'n Oruro, Potosi, Tarija, Beni and Chtuuisaca,. There are no 
complete statistics on this, but a small s(irvey done by the UCP showed that ICs 
depend upon the evaluations of the While thereby UCFs 41% time. are differences 
among the UCFs in terms of capabilities in evaluating projects, most have improved 
over the life of the project. Generally speaking, the ICls look at financial rates of 
return ol the project and evaluate the collateral requirements. The project was Suppo)se 
to assist ICs in improving their project evaluation capabilities, rather than rely
exclusively on collateral. There is no evidence that this has occuri ed. TIc 
Superintendency of Banks supports the testing and licensing of P~rojcci Evaluators, to 
ensure a high level of competency. 

The UCP has provided the UCFs with an analytical model and loan evaluation 
foml to evaluate projects. The model is quite detailed, but riot tailored for any specific
industry. The UCFs in Oruro, Benti and Cochabamba use the model as it is; other 
UCFs tailor the model to fit their own needs, such as for smallcr projects or for 
agricultural projects. The model rates the project based on socioeconomic criteria 
(60%) and financial criteria (40%). Projects which have scores above 60% are further 
distinguished based their probability with "B" oron of receiving approval, "A", "C". 
Projects that have an "A"rating have a higher probability of receiving approval, those 
with "C" rating have less chance. The UCP also "reviews" the evalluations prepared
by the UC1 and ICI, again to see if the project complies with all of tile requnisites. 
(In most cases, this is a duplication of efforts.) 
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3. Intcrnal Opernting Policies 

Administrative decisions are taken cxclusivelv by the 13oard I Directors ()
F'OCAS, which consist of representatives from tile Ministry of' Planning and
Coordination, USAID/B, PL-480, the UCIs, the Regional Corporations and the private
sector. A Credit Committee exists with in tile UCP (consisting of the same lemblers
of the Board, and managers within tile UCP) to approve projects ah( c US $250,0(0),
and to establish new policies, such as rescheduling on a case by case Ihasis. General 
decisions are delegated to the Director of FOCAS according to the original aereement. 

The internal operating documents which govern financial decisions within tile UCP/3(': 
system are: 

a. Credit Policy (and Credit Opcrating Nlanual) 
b. Financial Policy (and F-inancial Operating Manual) 

Both the Credit and tile Financial Policies have been revised recently and Should takc
 
effect ill July 1990. 

a. Credit Policy 

The Credit Policy includes tle ovrZll conditions under which loans arc 
made from the FOCAS and Corporation portfolios, including eligci ble activities,
operating procedure, supervision an( administrative responsibilities. This 
docuIment has been revised several times, to accommodate changes in activities,
amounts available for working capital, decision makig authority, and regulat ions 
oil reflows. Some UCFs have their own Credit Policies as well regarding their 
DDC portfolio. A new Credit Policy was passed in July 1990. 

Projects must go to tile Board of Directors of each UCF for approval.
This process within the UCF can take up to one month, but the approvals from 
ICIs have taken longer than a year, insrome cases. Once all of the docurmentCs 
are complete and approved by both the UCF and ICI, they go to the UCP t',r
 
review and for disbursement. 

Sometimes the UCP requires additional documentation, before it approves
disbursement. The funds are disbursed within seven days after the UCP 
approves disbursement. When tiere is more thantr1 one installment, tile 10', in 
cooperation with the UCF, vill Inonitor progress and obtain appropriate
documentation before approving a second or tlird disbursement. During this 
initial monitoring phase, several credits have been retracted, dire to misuse Of 
funds.
 

Durin the crisis period, there mniy projects whicli had their Certificate 
of Eligibility from the UCFs, but coUld ri1ot get fi naicinrig. Ilrioe case tile UCF 
aid the ICI (Banco de La Paz) had approved six projects, all of them relatively 
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small (from $30,000-$50,0(0), but these were rejected by tJC with no official 
explanation. The Certificate of Eligibility issued by the UCF expired during this 
time, and in a few cases Banco de La Paz provided hridge financing.
Comnmunicatior with the lCls especially broke down during this, period, which 
has discouraged some from working with the project in the future. 

The supervision, control and monitoring function is carried out by the 
UCFs, according to the Guide for Control and Monitoring Subprojects prepared
by the UCP. The UCF in Sucre has developed a much more detailed 
monitoring plan for its projects, which may be useful for other UCFs to study.
Each year they develop a plan for visiting every project, to monitor it at thle 
most appropriate time. Each project is visited twice a year. This is a way to 
mitigate the risk in the portfolio. In fact, rno,;t ICIs rely on the supervision of 
the UCFs, or may jointly supervise the project with the UCF Ivaluator. 

In summary, the Credit Policy has changed frequently over the first four 
years of the project. Some UCFs find the guidelines provided by the UCP on 
project evaluation and supervision to )e too general. The P~roicct Paper states 
that one of tile objectives of Decentralized Investment financing System was 
to facilitate decentralized credit approval by the UCFs, ICls. However, the 
Credit Regime shows that project evaluation and credit approval has flot been 
completely decentralized. 

b. Financial Polic 

The previous Financial Policy did not really function as an distributive 
mechanisnm between the regions. Credits that had approval from UCFs and ICls 
were first in line to receive disbursement from the UCP. (As a result, the more 
developed regions were able to place loans quicker than the less developed
areas.) As shown in Table 7, the actual distribution of the portfolio during the 
last year did not completely follow tile plan. 
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lahle 7: 	 Dis-trihution o the ttthlio h%, Re,.'
 
July 1989 June Jr){(). pelrcent (f 1'otiIl
- u 

USS Amoutnt 

Planned vs. Actual (.March I990)
Cochabamba 31.917( 25.6

La Paz 
 20.6% 20.9% 
Santa Cruz 14.2% 22.6% 
Oruro 13.4% 4.8%
Beni 6.0% 9.4%
Chuquisaca 	 5.87 7.5%
Potosi 4.3 . .,l
2(/,
Tarija 	 3.8% 2.9% 

Source: Annual PlanInvestment 1989/1990, UCP statistics 

Durin<, the last year, sot iicdepartments (Oruro antI jal in partict1latr)elided ip with shortfalls, while Santa Cruz had more than 8(; of its paimncd
amount. In order to address this ineqLicy in the system, the larger uCr-s (SantiCruz, Cochabamba, La Paz and ChuqtLIjisaca) recently agreed to keep only ('";of the ret'lows from their portf'olio (approximately USS12 million), and :,reallocate.40% to a Fund to Eq tral ize the Portfolio between Reionus, which
mainly involves reassigning 4(. of the portfolio (US$4.8 million) to l'arijn, 
Bleni, Ornro, 	 Potosi and Cobija. 

This does not involve loan rellows from the Corporations portfolio, whichwill stay in tle region. (In the cases of Cochabamba, La Paz, Santa CrIz tid
Tarija, the Corporation portfolios are substantial. The pcrtfolio will he 
redistributed to the less developed regions. 

The new Financial Policv establishes also accountirg procedLires toconscolidate the UCF/UCP Credit System. This is difficult since Cach UCF hasits own lccounting nomenclature. During Jine and July each UCF, as well as
the UCP, will undergo an external audit. The UCP hopes to corsolitlate tile 
accouits before tlie end of I99A. 

The roles of 	 each participa nt are also clearly explained in the F-inancial
Policy. ICIs will continue to administer the portfolio under norms andthe Letter of Under ta nding signed with the UCP, and report on ctlie sctIu.s of
the portfolio. It is interesting to riole that the ICIs have not participa ed in)designing the 	operating cdociCetMS. eve, though1 they ate an ilrit-ral part of the 
pro.ject. The UCP views them tnly is intermediaries. 
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The role of the UCIP is to administer the resources and establish
computerized information and accounting systems, and.to supervise the activities 
of the UCFs. It is supposed to help develop investment prortion activities.
The UCP will continue to evaluate projects over $250,000 as per the atrtornttic 
refinancing guidelines. 

Each UCF will manage reflows from the Corporation portfolio, through
ICIs, according to norms in the Financial and Credit Policies. Also, each UCF 
prepares an Annual Investment Plan, in accordance with regional demand for 
credit and private investment. (The document doesn't officially acknowledge
that the UCFs act autonomously on many of the subjects, even through there 
is a centralized policy.) 

The P1-480 Secretariat, as an autorornous public entity, will contineti to
assign and disburse committed resources uses itswhich funds. a1nd evaluates the 
application of those resources. 

The legal documents bindtinLg the above relationships arc: 

Letter of Understantcing between donors-FOCAS and PL-480 
LEtter of Understanding to implement projects with funds from 
FOCAS and establish a UCF Credit Fund 
Contract to regulate provision of banking services 
Letter of Understanding to finance productive investments to the 
private sector. 

- Letter of Credit and Guarantee 
- Notarized Letter by the ICI, which is a guarantee that thtw ICI will 

pay UCP in the event of a default, through its legal reserve or 
current account at the Central Bank. 

The existing Financial Policy specifies how the interest spread will be 
divided between the UCP and UCF's to cover operating expenses. It says that
2.6% will go to support subsidiary operations of the UCFs, and 1.4% to support
the operating costs of UCP. (In the Project Paper, the initial spreads were 3%
for the UCFs, 1% for the UCP, and 4% for ICIs. As a result of legislative
changes, the spread for ICIs increased to 5%, and a decision was made to
increase the UCP's spread to 1.4%) The 1% or 2% spread, (from fixed
investment or working capital) vil i go to an Investment PI-.mlOtiorl Fund. Any
remaining spread will go to a Capitalization Fund. 
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1). Socioeconomic Impact 

The Project goal was to "achieve a higher standard of living, through increased
employment and production in Bolivia's rural and semi-urban areas". The purpose was
to "increase the level of productive private sector investment in Bolivia's rural and
semi-urban areas". This would increase production, create employment and generateeconomic growth. In this section the socioeconomic impact achieved by the Project,
in increasing production and employment, generating foreign exchange, and helping theless developed regions of the country will be presented. The socioeconomic impact is
based on a portfolio of US$18.3 million which financed 303 projects, as of June 30,1990. The methodology for measuring the socioeconomic impact is discussed in Annex 
D. 

The quantitative information presented by the UCFs has serioussome deficiencies,which prevented us from making a more scientific analysis of the socioeconomic 
impacts of the FOCAS Project. The most relevant problems were: 

There is no information on the aggregate valuLle, employment and foreign
exchange generation during the start up, or construction phase of the projects. 

In the operational phase the calculation of foreign exchange generated by project
does not specify if it is due to exports 'or import substitution. 

There is no distinction between new investment, or expansion of an existing 
project. 

During the operational phase of the project the forward linkages to the rest of 
the economy are most important. For example, it is important that we consider
marketing and transportation that results, to cite some examples. These impacts
are difficult to measure with the information provided by the UCFs, and will 
require additional infomiation to be collected in the future. 

1. Increase in Production. 

During the operation phase (vs. the startup phase) of the Project, the direct effect 
on aggregate value is equal to the total cost of production minus the national inputexpenditures and imports. This is equal the sumto of the perceived profits by the 
owners and the payment of wages. The direct aggregate value generated by the Project
is US$ 21.6 million, based on the initial investment of US$18.3 ihillion (using a 
multiplier of 1.18). 
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Table X: Direct and Indirect Effects on the :conomy
 
from the FOCAS Credit (Operational Stage)
 

Direct Effe:c' lrdi,, :',fl,:ct 

Gr0s5 Domestic _ Effect n tile re-i 
Product of the Frnonmy 

I 
_ 

Purchase of . Foreig - ge

Imported Eii,:,_
 

Inputs _ __
 

National Purchase Effect o, Demand 

Aggregate Value Effect DIfNc'on oft 

Aggrezate Value ueUS$ 21.6 I 1 aEXL.C 

The indirect effects can be distinguished between the increase in demand of raw 
materials and national input, and the increase in demad of final goods. The total 
projects financed by the Project using raw materials and national inputs is US$ 23.3 
million. This amount also generates an increase in the aggregate value as a result of 
the effect of the demand by the sectors. For Bolivia, the multiplier impact of the raw 
material demand and national input is calculated to be 0.94. Thus, the indirect 
aggregate value would equal US$ 23.3 million multiplied by the factor of 0.94, that 
is, US$ 21.8 million. 

On the other hand, in the case of 3olivia, the method of evaluating the impacts 
assumes external restrictions. This implies that net foreign exchange generated is 
incidental to the generation of the gross national product, due to the fact that the 
increase in foreign exchange allows for more importation of capital goods and inputs 
not produced nationally. Therefore, there exists a very important actor of recovered 
investment, growth and finally, aggregate value. The 'oefficient of the increase in the 
aggregate value owing to an increase in net foreign exchange has becn calculated at 
3.29. Therefore, the aggregate value in this case would he equal to the net foreign
exchange produced by the piojects, which is US$ 20.8 million, this multiplied by 3.29 
all of which results in an increase in the aggregate value of US$ 68A.I million. 
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Therelore, the direct and indirect impacts during the startup stage of the project 
are not taken into account, which most likely means a negative foreign exchange 
position. The total aggregate value generated in the operation stage, as a direct impact, 
plus the effect in the purchasing of national inputs and the effect of foreign exchange
reaches US$ 111.8 million dollars. This implies a multiplying effect of 6.1 x the 
amount of resources channeled through the Project. With a current GDIP of US$ 4,168 
million dollars in 1989, the total aggregate value obtained directly or indirectly through 
the project would be equivalent to 2.4 percent of the GDP. 

Agroindustry has a multiplying effect on the agricultural industry, hence 
promoting products which would not have been produced in significant quantities if 
financed by tile industries themselves. This is the case in fruits which are perishable, 
such as strawberries, cherries, pears, peaches, tumbos; and also vegetables, such as 
hearts of palm, asparagus, mushrooms and tomatoes, all of which have a high unit 
value in tile international markets. Likewise, the yucca, which is utilized in 
manufacturing starch, is an important input to the paper industry. Another interestin g
example is the financing of a plant which manufactures flour from bone, an input to 
a balanced feed for poultry. Additionally, this last project has an effect upon the 
distribution of income in that an innumerable amount of indigenous people collect the 
bones from tile trash and provide the factory with the bones. 

2. Increase in Employment 

The Project created transitional employient during both startup phase, but 
unfortunately the data is not available, as mentioned. It also created permanent
employment during the operation stage. Similarly, during the two stages, direct 
employment related to the actual activity of the project and indirect employment 
induced by the project in other activities was created. 

The furnished information indicates that the Project created 3,250 employments
which, considering the amount invested at US$ 39.7 million dollars, signifies an average 
of US$ 12,218 dollars per job. If one takes away the largest projects financed by the 
Project which had almost no effect on employment, the average investient per job is 
reduced to USS 7,584. For example, US$1.5 million was used to finance four 
harvesters, or USS 375,000 dollars per job. Another example, the Cabanas Nelori 

.project had a total investment of US$ 387,756 dollars per job. Also, the Central 
Aguirre project, with US$ 1,278,095 dollars, created only 13 direct jobs worth US$ 
98,315. Although these are examples of projects which did not contribute to an 
increase in employment, they are a very small amount, compared to the majority of the 
portfolio which was used for productive activities with a large social impact an 
employment creation. 

Although some criticism of the Project has been made about financing larger 
businesses which could have access to financing from the Central Bank, resources have 
nevertheless been channeled to the medium and small producer and to tile regions in 
which it is difficult to obtain formal credit. 
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It is important to note that within the snall productive inits aml the artesans,
those that are oriented toward export are al so those with a higher inciolnce of creating
employment. This is due to the fact that prinitive technology is used and manual labor 
is more intense. On the other hand, the ltrger businesses tend to incorporate more 
modern technology which uses automatized machinery and equipmnent. There is less 
manual labor, and that which is utilized is more highly qualified. 

For example, the cost of US$ dollars for the704 small artesan business of
Waldo Soria, Eliseo Orellana and Alejo Garcfa is impressive. The same for La 
Cochalita which employs 86 workers at a cost of US$ 862 dollars and for the Centro
Artesanal ASARTI, which officially employs nine persons at a cost of US$ 2,901
dollars but also gives additional work to 100 workers who weave sweaters in their
homes. This has a very positive effect on the quality of living because at the same 
time they can care for their children an other chores in the home. 

It is worth mentioning that tile impact of tie loans given to the Brazil nut
processing plants in tile eastern part of Bolivia. The financing of these four projects
created 982 jobs, or an average of USS 3,000 dollars per job. This is even more 
relevant when considering the social impact; 90% of the workers aire women who 
contribute to the family income. Additionally, during harvest season tile number of 
employees can easily triple with the incorporation of eventual personal. 

Finally, in order to calculate the onimpact of the project indirect employment,
the total aggregate value created mtst be considered. For the project, the total 
aggregate value was US$ 111.8 million dollars and this was divided anong tile average
productivity of each employed person, estimated to be US$ 2,071 dollars. In this 
manner, it would have generated 53,984 indirect employments which is very significant. 

3. Generating Foreign Exchange 

The data obtained from the UCFs show an increase of net foreign exchange
(during the operation phase) of US$ 20.8 million dollars, and does not define whetherit was created through exports or savings on imports by substituting domestic products. 

However, in visiting some of the projects and through information obtained from 
other sources, one can conclude that the high percentage of the foreig n exchange camefrom export activities. Furthermore, these activities were non-traditional exports which 
reduces (although still not substantially) the large dependence upon a few export 
products such as minerals and gas. 

The exports supported by this credit are composed ii iiinly of' industrial,
agroindustry and agricultural products and tourism. The industrial exports are: furniture 
and spare parts, clothing, textiles, sweaters and footwear. Exports from the agriculture
industry include: food products, flowc:, , coffee, rabbit hair and Brazil nuts. Also,
hotels were financed, especially in Potosi. 
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------------------ ---------- -------- ---------- -------- --

-----------------------------------------------------------------------

Apart from this, FOCAS financed various dairy projects in llfi ;and Santa Cruz.
which served as a substitute to the powdered milk consumed before in these areas.
Also, a project for processing steel products was financed, which substituted steel
imports worth US$ 2.5 million dollars. 

The impact of the export of Brazil nuts deserves special attention. Bolivia was
the principal exporter of Brazilian nuts to toNorth America last year and is estimated 
be the world leader this year. 

TABLE 9: ANNUAL EXPORTS OF BRAZIL NUTS 
(Volume in 44 lbs. boxes, value in US$ millions,_priqe US$/lb) 

Y E A r 

1985 1986 19871 198" 991d 

V.lue 0.65 ".25 5.0( 8.00 1?.10 15.90
Fr'ice (1.65 0.85 1.26 1.39 1.61 1ll
U1,)ume 22, 500 60,000 
 90, ()00 130,(I0 17!, (1(10 33), 000
 

:3cu'ce: Asociaci6n de Productores y Beneficiadoi'es de (Cktaia. 

4. Geographic Distribution and Credit .:,ctivities 

As can be observed in tables 10 and 11 on the following pages, the Project had 
a more equal regional distribution than the BCB. The Project concentrated 69. 1% in
the main regions (La Paz, Cochabamba, and Santa Cruz), compared to the 85.8%
financed through BCB. However, a clear difference in favor of Santa Cruz, at 59.1
percent, is clear, to the detriment of Cochabamba when considering the credit given by
the BCB. This high concentration of credit in the Santa Cruz region was the result ofthe line of credit 213-BO furnished by the Interamerican -Development Bank for
agriculture activities. This was principally utilized by the large agriculture businesses. 

On the other hand, while the loans distributed by the Project for the rest of the
country equal 30.8 percent of its total, BCB only lentthe 14.3 percent to the less
developed regions. This difference is even more accentuated in the Departments of
Oruro, Chuquisaca, Beni and Pando. Apart from this, there also exists a large regional
difference in the central region and the rest of the country. We believe that a better
equilibrium would have been achieved if the original project was maintained, that is,
furnishing loans secondary and the moreto areas depressed regions of the country.
Likewise, a better equilibrium would be attained if limits are placed on working capital
!:ins, at market rates (instead of subsidized rates) of interest. 

In referring to the credit distribution for economic sectors, thc difference
between FOCAS and the BCB is asnot marked. With the loans by FOCAS, a more
profound empha;is on Agroindustry is encountered whereas the BCB emphasizes the 
agriculture sector. 
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It is worth mentioning that the FOCAS program contributed to the mitigation
of recession which threatened some of the regions by creating new economic activities. 
For example, due to the fall in the price of tin, mining in Potosf stiffered a heavy
recession. This was diminished somewhat by the construction of hotels. This is 
similar to the situation in the zone of Riberalta (Beni) when the price of rubber fell. 
Brazil Nuts have proven to be an attractive substitute. Likewise, in the region of 
Camargo (Chuquisaca) where the price of grapes has continually been low, the 
harvesting of peaches has helped immensely. 

The concentration of credit by FOCAS in large enterprises, however, is only
26.8 percent. The Superintendency of Banks does not have a classification system of 
credits according to the size of the business. Still, the fact that 57 percent of the total 
portfolio of the banks has been directed to 2,000 credits gives us an idea of the degree 
of credit concentration in the banking system. 

I. CONCLUSIONS 

A. 	 Achievements of the Proiect 

1. 	 The Project has achieved the highest socioeconomic impact in terms of 
direct and indirect employment, and backward linkages in the less 
developed regions of the country: Potosi, Beni, Oruro and Tarija. 

2. 	 More employment has been generated in the small and medium 
businesses, and in projects that are export oriented. In addition, female 
employment is high in these industries, which complements family 
income. 

3. 	 Compared to other credit lines, the Project has achieved a better regional 
distribution of credit by channeling funds to less developed regions of' 
Bolivia. 

4. 	 The Project has also supported non-traditional exports, such .as Brazil nuts 
in Beni, leather production in Tarija and sweater production in 
Cochabamba. In the case of almonds, it has been particularly successful. 
By 1989 Bolivia became the largest exporter of Brazil nuts to the U.S., 
and by 1990 it will be the largest exporter in the world. 

5. 	 Many of the UCFs have developed professional evaluation and 
supervision capabilities. In several instances the ICls depend exclusively 
on the evaluation and supervision by the UCFs. 
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6. 	 In spite of difficult Cconomic circumstances and lack of IClS in the less 
developed regions, the Project supported two of the three priority market 
towns, Camargo and Riberalta. The impact could have I)en greater it 
there were ICIs, and the terms of the mechanism were otre flexible in 
these and other areas. 

7. 	 The Project helped local production by increasing intermediate goods used 
in agroindustry, which contributes to GNP growth, such as drying peaches
in Cochabamrba, Tarija and Carnargo. 

8. 	 The Project contributed to the diversification of depressed economies. 
such as substituting Brazil nuts for rubber in Riberalta, and tourism and 
small industry for mining in Potosi. FOCAS has also indirectly
contributed to better transportation and marketing in these economies. 

9. 	 The UCP/UCF system has managed to mobilize all (of the r.sources 
available, in spite of uncertainties over the future of the project during 
a crisis period and bureaucratic delays. 

10. 	 USAID has recently begun to address the high collatcral recluirements 
required by ICls, by integrating the Loan Guarantv Program from 
USAID/PRE Washington with USAID/Bolivia projects. A specific
request has been made to accommodate the terms of the guarantees
(which ,.re up to three years) to the terms of FOCAS loans (tip to five 
years). However, the gmuarantee fund for Bolivia is qitie limited, oly 
US$2 million dollars. 

I1. 	The Project financed investments that otherwise would not have been 
financed through the commercial banking system. 

B. Limitations of the Project 

1. 	 Credit has been channeled to some large projects which generate little 
direct employment. These large borrowers usually have access to the 
fotmal credit system. This has taken away resources from other 
departments whose projects have more social impact and don't have 
alternative financing. 

2. 	 One project, Puerto Aguirre, is so large, has high risk, and may not be 
economically and financially viable. In fact, it ikbeing rescheduled at 
the present time. This kind of I-roject should not nave been financed by
FOCAS, but rather by the public sector or the regional corporation, as 
part of the national interest. 
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3. 	 The original objective to increase capital formation in secondary arcas 
was not fully achieved. Capital formation also requires developing
markets, increasing investor participation, removing regulatory and other 
obstacles, and developing new products. The lack of technical assistance 
for these activities may have contributed to an over concentration and 
higher risk in the portfolio. The UCP should have Supported the UCF-s
with marketing studies to identify opportunities and risks, as well as ideas 
for marketing the new products. 

4. 	 Working capital loans in some cases went to the ruediLun and large
projects, which could have been financed by the commercial banks. The 
interest 	rates 'or working capital loans charged by commercial banks are 
8-10% higher than FOCAS rates, which are subsidized. This has been 
a great incentive for some borrowers to approach FOCAS, rather than 
the commercial banks. 

5. 	 The amendment to the project which alowed lending in lie central axis 
and working capital financirg only created a mechanism that disbursed 
too quickly, even though itcontributed to sustainabilit\ of tihe system.
There was a trade off between self sustainabilitv and lie original
development objectives. 

6. 	 ICls prefe-r to finance larger projects which require less staff to evaluate 
and supe. vise the projects. Tile credit limit of US$250,00() encourages
this practice by the ICls. (Nevertheless, the project has managed to 
finance small and mediuri sized businesses.) 

7. 	 The temis of some agricultural loans are inappropriate (too short, with 
too little grace period). Most agricultural projects are seasonal, and some 
projects need four years before the first harvest. However, current terms 
require amortization payrients in the third year. 

8. 	 The svsteni has not achieved its objective to be decentralized. The UCP 
has been criticized by the UCFs as an obstacle to the process, rather than 
a coordinator, as originally envisioned. This was particularly the case 
during the crisis period from October 1989, when USAID decided to
freeze funds, until January 1990, when the GOB insisted that the project 
resume. 

There was no cominiunication ahead of time with tile UCFs and 
ICIs of this decision. Also, communication was not handled well 
afterwards, as the UCP ' jected projects with no explanation in 
several case,. As a consequence, many projects with Certificates 
of Eligibility (good for 90 days) expired without financing. This 
created bad will and discouraged many participants. 
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Even though UCFs supposedly have autotlatic approval up to 
US$250,0(X), the UCP still "reviews" all paperwork. stating that11 
sone UCFs are not as capable as others in evaltitat i and project
monitoring. We feel that there is no nced t have further 
evaluation, or "review" of projects at the UCP, once they and the 
ICI have already approved them, since this has caused 
bureaucratic delays and frustrations. 

There 	 has not been a decentralization of decision-making by the 
ICIs. Their central offices have rejected "viable" projects, due 
to lack of understanding of the local market. 

9. 	 There is some overlap on the evaluation of projects, particularly in the 
central axis, most are located and havewhere ICIs personnel in 
development departments. In the less developed regions, ICIs depend 
more 	 on the evaluatit,1iOf the UCFs, because they don't have 
development departments. The proposed credit regime attempts to 
eliminate this duplication, however. 

10. 	 The ICIs have been inflexible on guarantees, except in recent cases with 
USAID's Loan Guarantee FuiId. In some instances this has resulted in 
financing wealthier individua ls with urban real estate, and projects in the 
central region where real estate is r-iore valued. 

11. 	 Although the ICIs take the credit risk, the UCP/UCF system sh ould have 
been more realistic and better prepared for rescheduling loans. For 
example, if a loan is one day late, the ICIs pay the UClP immediately, 
which discourages ICls from taking risk. 

12. 	 There are sonie projects which do not justify FOCAS financing in termrs 
of financial need, since FOCAS is only 5-10% of the total amount. 

13. 	 There is no internal auditing systen in place in at tile UCP. The UCP 
has been audited by external auditors once, for the period 1987 through
September 1988, and will soon undergo another audit through December 
1989. A permanent internal audit function is necessary the UCP toat 
avoid an), misuse of resources. 

C. 	 Lessons Learned 

1. 	 There should not be a multiplicity of objectives, such as supporting
secondary areas vs. financial sustainability, or financial intemediation vs. 
investment promotion, which cause confusion and require tradeoffs in 
implementation. 
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2. 	 AID should ensure any type of financial institution it cICItV he suhject 
to adequate supervision and control (by the Supcri ntcnade c\v of Ban ks,
and subject to regular internal audits), to contribute to inslit Lionalization 
after PACD. 

3. 	 The fee structure for UCFs throughout the couIntry should be more 
flexible to accommodate different stages of development and risk. Also,
investment financing projects will always need to have clear guidelines 
for rescheduling. 

4. 	 Rash decisions to suspend project funds may undermine the Project and 
create disrespect for AID's work in the financial sector. 

,. RCOMINIENDATIONS 

The recomnendations which follow concern activities during the last year of tile project
only. Fhe second phase of this evaluatiol will present recommendations f'01rdesigen ing 
a permanent UCF Credit Fund. 

A. 	 Support Small, Mediurn Businesses and Prc-tvs in Less Developed Regions 

Since the Project has achieved the highest sociceconomic impact in small and meditim 
projects throughout the country, and all projects in less developed regions (Potosi,
Oruro, Tarija and Beni), every effort should be made to support these areas the last 
year, by directing resources and providing technical assistance. Also, support for 
FOCAS could be integrated with USAID's projects in AHVA (alternative development) 
and Chapare in particular. 

B. 	 The UCP/UCF System 

Since nearly all the funds have been committed and disbursed and since only 14 
months remain to project completion, only minor adjustments to the system will be 
recommended. 

Efforts 	should be made to complete the following tasks: 

I. Reschedule of problem loans and create a mechanism within the UCP 
for future rescheduling. 

2. 	 rry to obtain financing for those projects whose certificates of eligibility
expired during the crisis period. 
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3. 	 Carry out all pending adininistrative and financial matters, including but 
riot limited to: 

a. 	 writing down the Corporation's portfolio
b. 	 resolving the current controversy over interest rate payable to PI,

480 for the use of its funds 
c. 	 consolidation of accounting systems
d. 	 coordinate efforts with the Superintendency of Banks 
e. 	 carry out the recent agcement to redistribute 407. of rlclows from 

FOCAS to the less developed regions, (60% stays within the 
department that where the loan was made). 

4. 	 \Vorking capital loans should only be granted to projects which also have 
a fixed investment component. However, the interest rates for working
capital should be at prevailing market rates. 

5. 	 Given the limited am11OUll of funds available for the last year of tile
project, we propose a new lending limit of US$100,000 for reflows. 
New financing should be given to projects for small and medium 
businesses, with better geographical and sectoral distrihutiin. 

C. 	 Improve Participation of ICIs 

1. 	 Strengthen the Development Department of the ICIS 

Only a few banks have strong Development Depatrments. and these are
located in the head offices. Technical assistance needs to be provided
to these Development Departments in project evaluation and supervision,
and encourage decentralization of decision-making. This should 
emphasize training to ICIs that have offices in less 	developed regions,
and eliminate overlap the UCFs. In theany with ftiure, all project
evaluation and credit analysis, as well as disbursements and loan servicing 
should be done by the ICls. 

2. 	 Help establish more flexible guarantees (collateral) 

In order to expand the credit delivery system to the small and mediumr1 
businesses, and the less developed regions, USAID should support the 
Government of Bolivia and the Banking Association, ASO3AN to create 
more flexible collateral requirements. (In particular, ICls should consider 
accepting equipment, rural land and sales as collateral as wel!.) This
could be done under USAID's Strengthening Financial Markets Project 
as part of policy dialogue. As a special incentive, USAII) may want to
direct its Guarantee Program to projects in less developed reg ios, that 
could not get financing from ICs due to lack of guarantees. 
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I). 	 Participation of' the Private Sector 

In ordcr to increase transparency ()tile system, and adequately scrvice the needs 
of the private sector in each region, we recommend that the private sector have 
a m:j(rity iartici pation on the Board of Directors of the UCI-s. T1'his already 
exists with some UCFs, but should be introduced to tile others as soon as 
possihle. 

E. 	 Provide Technical Assistance for Investment Promotion, Marketine 
and Ecoriomic Studies 

1. 	 This area still needs much support during the last year of the project. 
There is a general consensus al USAID, the UCP and the UCI-s that tile 
technical assistance provided by Development Associates did not transfer 
skills (especially in investment promotion) to the UCP/UCI: staff. Since 
the advisor left in June 1989, nothing has been done in term .;of technical 
assistance. Now the UCP has a plan for technical assistancc for the last 
year, and USAID has reserved funds for this purpose. Ve recommend 
tle following be considered. Marketing studies need iohc completed to 
lielp the different regions identify their comparative advantages, and 
unidc 'stand the competition from other countries (including- comraband). 
"lThese studies could look into developing new products and markets, and 
identify local economic constraints. For example, an economic study of 
the Camargo region could identify pricing problems by tihe only 
monopoly which purchases the grapes, and alternative ways to lower 
the cost of transportation. Specific technical assistance could be offered 
to borrowers in new technologies or marketing. 



HIlASE 	 II 

VI. 	 CRITICAL CONSIDERATIONS FOR A PERMANENT INSTITUTIONAIL 
STRUCTUIIRE 

A. 	 Introduction 

The second part of the evaluation examine critical considerations and alternatives 
in creating a permanent institutional structure. The conclusions from Phase I of the 
evaluation indicate there are several achievements of the Project which are worth 
continuing after PACD. In the chapter on Financial Market Issues, we discuss the 
constraints in the financial system and proposed financial sector reforms currently 
underway in Bolivia. Ideas for a Guaranty System for Small Businesses are also 
presented. We then will discuss three alternatives for the Project: UCFs convert to 
Investment Promotion Units; UCFs convert to ICls; or a new Private Development 
Bank (PDB) is created which absorbs the UCF/UCIF system. We will advance son>, 
ideas on the structure and services of the new PCB, and how it will be integrated with 
a separate, but complementary project of USAID - Investment Promotion Foundation 
(FINDES). We will compare our recommendations with the Carana proposal and the 
UCFs proposal. Another recommendation is that USAID, with private sector 
conmitment, move ahead to Phase III, which is implementing the recommendations 
included in Phase II for a private development bank. Terms of reference are proposed 
for Phase III. 

B. 	 Financial Markets Issues 

1. 	 Constraints in the Financial System 

The Bolivian Financial System was very competitive during the seventies. There 
were several foreign banks, and one bank, BISA, was created as a development bank 
with IFC support. With the crisis of the early 1980s, most foreign banks pulled out 
of Bolivia. A majority shareholding of BISA was transferred to a group which turned 
the bank into a commercial bank. There have been no new development banks created 
since that time. 

While the financial system has partially recovered from the crisis of the 1980s, 
there are persistent problems: financial savings have not reached the levels that they 
had at the beginning of the decade, the real rate of interest is too high. Some banks 
have profitability and solvency problems since their operating costs are very high and 
their portfolio is in default. 

The new Economic Policy initiated in 1985 increased the past due loan 
portfolios of the banks. The enterprises that previously showed profits because they
held a monopolistic position in the market, or received interest rate subsidies or access 
to preferentiai- foreign exchange rates, are now confronting problems with he 
competition of foreign products, market interest rates and realistic forcign exchange 
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rates. In ianvinstances, the banks were not able to determine which wereactivities and productiv.e sectors thethat would confront difficulties, as a consequence ofthe NEP, and continued to refinance the portfolio of non-competitive enterprises.inability to adapt to the new economic policies caused 
The 

four commercial banks tobankruptcy. lhis situation was filealso intlunenced by the existing close links betweenfinancial intermediaries, individuals and economic groups, 
the1 

who used these banks tocarry out fraudulent operations to their own benefit. 

The concentration and relation of the banks, with economicproblem of the financial system, groups is a serioussince it extends the riskprevents democratization of its loan portfolio andof credit. The philosophy of Supreme Decree 21660 isclear, to prevent the concentration of industrial groups 
very

with banks. Now this is oneof the main cnicerns of the Superintendency of Banks. 

No doubt, the main problem affecting the process of reactivation and growth ofthe Bolivian economy is the high level of interest rates. In orderenterprises to he competitive,are working with very low profit margins, but the high costaffectingz the total cost, which tends of money isto diminish
the local industy. On the 

the already precarious competition ofother hand, the generalized increaseinterest has ne gai e effects on the growth 
of the real rates ofof the economy, sinceprojects have somc investmentstopped being profitable and therefore, are not carried out. 

Obvio.ily, it cannot be expected that the rates of interest in Bolivia approximatethose in international markets, since Bolivia commandsother hand, a higher risk premium. On thethe lack of confidence 
inflation, 

in economic policies and the expectations regardingdevaluation and the contraction of net credit to the private sector,of the Central Bank, to finance the public 
on the part

sector deficit or to strengthen the precariouslevel of the international reserves, contribute to the persistent high real 
rates of interest.
 
Even though Bolivian deposit rates are 4-6 percentageof the international markets, we believe 

points higher than thosethat the domestic spreads between loansdeposits still andare too high!
the spread 

The current dollar spread is 8-10 points, and in bolivianosis 10-15 points. The factors affecting this situation asare follows: 
A good number of the banks in the system are operating with a high degree ofinefficiency, with high operating costs due to a large number of employees intheir payroll, to' many branches and bulky overhead expenditures.
 
Some banks maintain a 
high percentage of fixed assets (buildings and land), andnon-mobilized resources, which cannot be loaned to the public and thereforediminish the profitability of total assets. Furthermore, these representexpenditures since maintenance costs have to be covered.
 

An important proportion of the portfolio is in default 
 or is classified as highrisk. This factor compels the executives of the banking sys:. n to takeprecautions in advance against uncollectible loans. Thus, profits rc.,ulling froma high spread would offset future losses caused by bad loans. On the other 
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hand, the Superintendency of' Banks has become strict and is obligating the
banks to make provisions against bad debts or high risk credit operations. 

In some instances, the benefits derived from a lower cost of financial
intermediation are retained by tile banks and do not benefit tile savers (higher
deposit rates), nor the users of credit (reduced loan rates). This is because the
banks still maintain an oligopolistic structure, due to lack of competition,
(especially with the closing of the four banks), and the inefficiency and quasi
paralyzation of the State banks. 

Commercial banks, for the most part, notdo evaluate tile profitability of aproject, but rather look to see there is sufficient collateral. Therefore, viablesome
projects with high socioeconomic impact do not obtain financing due to insufficient
collateral. This situation could be mitigated if a guarantee system, or a type ofinsurance against uncollectible loans could be available, especially for small businesses. 

There is a dire need for term credit in Bolivia's financial system. Productive 
sectors require resources from tile capital market (at medium term 3 tofrom 5 years,or sometimes up to 10 years), while tile savers provide funds to the monetary market(at very short term, maximum 90 days). The lack of confidence in nmacro-economic
policies creates roadblock between funds available in the financial sector and funds 
needed by the productive sectors. 

There is an excessive concentration of' credit in the central axis of the country(La Paz, Santa Cruz, Cochabamba), mainly due to the absence of financial intermedia
ries in the other regions of the country and due to the rigid policies of the banks tolend to other regions. In the lesser developed regions it is quite possible that the risks a-re higher, and potential profits are lower. Since the GOB recently decided torestructure or eliminate the State banks, the), should create the necessary incentives
for the creation of new financial intermediaries, which also support the less developedregions. Otherwise, these regions will not attain the expected economic development
due to the lack of sufficient financial resources td mobilize their productive capacity.
Also, this is the best way to introduce competition to the financial industry. 

A problem that the banking system is confronting is the low level ofcapitalization as a result of high inflation (and the de-dollarization) in the early 1980s.This prevents them from increasing their deposits and their lending operations. It isimportant that the financial intermediaries emphasize profitability in their projects, notjust sufficient collateral. This will help ensure investors that it is profitable to investin that sector. The financial intermediaries should have competeto for resources ina more aggressive manner, not only for financial savings to expand their creditactivitie. but also to obtain investment resources to capitalize their banks. It isabsolutely necessary that the banks become profitable, and their dividend payout ratiosand the price of their shares are satisfactory, in order to attract investors and toconvince them to channel a part of their available resources to the banking system. 
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2. 	 Proposed Reforms to Modernize the l'inancial Sector 

The Bolivian authorities, working closely with the intcrnatimnal fiialncial 
community, has initiated a series of reforms to modernize the financial ,cctor. "[hese
reforms are aimed specifically at some of the constraints mentioned ;thi\vc. Thesc 
measures try to eliminate distortions in the allocation of resources, which was heavily
influenced by the large participation of the state, and also to create a more efficient 
economic system, where the decisions to invest and produce are based on the market. 
The reforms which will be introduced include: 

o 	 State intervention in the financial system will cease. The State development 
banks, such as "Banco del Estado", "Banco Agricola", and "3anco Mincro" will 
be closed. These banks have accumulated large losses in the last twenty years,
have large past due loan portfolios, and are in a posi-ion of near insolvency and 
illiquidity. 

o 	 The necessary conditions will be created to give more trl lparency and 
encourage competition in the financial system. This will hc achicved bv 
continuing to strengthen the Superintendency of Banks, and the passa,,c of a 
proposed General Banking Law which will soon be presented t ()7 jress. This 
Law does not include specific rules regarding Development lanks, hokcvcr, 
which is very necessary. 

o 	 The creation of new intermediate financial institutions (ICls) is heing encouraged
in order to democratize credit and to finance and support a more dynamic 
productive sector, especially those that are export oriented. 

o 	 Credit cooperatives and savings and loan institutions will be approved as ICls, 
as soon as they comply with requirements by the Superintendency of Banks. 
These new financial institutions will focus on the small businessmen, artisans, 
and micro-entrepreneurs. 

The Development Department of the BCB will be restructured andi development 
credits will be based on the needs of each economic sector. 

o 	 Interest rates will be liberalized for development credits, through a proposed 
auction system. The rationale is to eliminate the subsidy that exists, and I- -vent 
the diversi.,n and misuse of funds. 

o 	 Credits granted from private international financial organizations will not receive 
the guarantee of the GOB. 

3. 	 Guarantee Fund for Small Business 

In Bolivia credit is very concentrated among large companies; few resources are 
act ual lV channeled to small businesses. This is primarily a result of the hih collateral 
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rCquirements already discussed in this r [or thiscreate Fjor. reason, itwouhIa Guaranty be wiseFund specifically toto hel ) small businessesIFund would guarantee par obtai inanci ng. Thisof the risk, .iid thus would encourageto small businesses more ICIs towho otherwise would not lend 
insufficient collateral. have access to formal credit, because of(This couldLoan be similar to AID/Washington'sGuaranty Program). The Small Businessincentives encourage voluntary should be structured in such a wayparticipation as to 
establishing such a 

by ICIs and borrowers. In consideration forFund, below are some desired characteristics: 

Independent Manlagement 
The Fund will specifically be targeted at those borrowers which doaccess not haveto credit, due to insufficient collateral.institutions, should have complete autonomy from short term political decisions, 

The Fund, and the participating 
and they should base their decisions purely on technical issues. 

o Solid Capital Base 
From the very beginning it should be clear tnat the Fund is a way of addressingimperfections in the financial system and not a'way of granting subsidies. Toaccomplish this the Fund will need to establish from the beginning the financialparameters (commissions, relation to capital,in a realistic way amount eligible for guarantee, etc.)which prevents the decapitalizationFund should not assume too high 

of the Fund. Also, thea level of risk which it cannol co,.,.r in theevent of losses. 

o Operating Guidelines 
It is important to establish clear rules and responsibilities of each of theparticipating institutions in the Fund. 

o Increase in Credit 
The impact that a Guaranty Fund will have is directly related toin credit that will result. the increaseOne would hope that besides an increase in credit, thefunds are used to finance profitable projects. 

Avoid Tramfers of Risk 
Some ICIs may be tempted to transfer their projects with the highest riskFund. It would be necessary to have controls which allow only 

to the 
without sufficient collateral, but new borrowerswith attractive projects, to be eligible for theGuaranty. 
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C. 	 Analysis of Alternatives 

The current institutional structure of the FOCAS project viahle overis not the
lon, term, therefore it is not one of the alternatives presented. The institutional 
structure which divides responsibilities between the UCFs, UCP and ICs will never
function smoothly, due to competing interests between the participants, and constraints 
in the banking system. The system needs to be integrated under one roof. Also,
FOCAS was never able to develop an investment promotion capacity, due to corpeting
objectives which required a tradeoff in implementation. Nevertheless, there still is a
persistent need for investment promotion. The trends in the GOB are to encourage new
private financial intermediaries, and to bring those intermediaries under the supervision
of tile Superintendency of Banks. We present three alternatives for institutionalizing
tile FOCAS project: 

I1. 	 UCFs convert to Investment FPromotion Units 
2. 	 UCFs convert to ICs 
3. 	 A ::,'w, private development hank is created which ahsorbs tie FOCAS 

project, and works in conjunction with a separate investment promotion 
project, FINDES 

1. 	 UCF, Convert to Investment Promotion Units 

In order to study this alternative, we will first examine the characteristics of' a
successful program, and then compare with the existing UCF/UCP system. Further in
the report we will discuss the current efforts of USAID/B to create a separate
investment promotion project for Bolivia. "FINDES". 

a. 	 Characteristics of a successful program 

There seems to be confusion over just what is investment promotion in Bolivia.
in spite of the fact that technical assistance was provided for that specific reason. In
order to be effective and produce significant impact, an investment promotion program
should 	ideally have the following characteristics: 

Political Independence 

A lack of political independence may subject the entire organization to severe 
pressure at staffing time and selection of priority programs. Political appointees are
frequently forced to act with only a pol: :al viewpoint, delegating to a secondary
position the necessary technicai or development objectives 
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E.l.'ctive Representaion at the Board Le'el 

An ideal Board for a promotion program should consist of innva iivc and 
creative private sector people who are capahbe of recommending alternative priority
developlent programs. Frequently Board:, are constituted by politically influential 
people, who though effective as a pressure group, do not have the technical or 
vocational background to produce effective change. 

Budgetary Independence 

The type and quality of effective investment promotion activity requires high
operational budgets. The Costa Rican experience shows that public institutions find
hiring and retaining qualified personnel for key positions extremely difficult due to 
budgetary constraints which do not allow for higher salary levels. This along with
extremely cumbersome and inflexible systems inhibits the formation of a highly
motivated group of individuals capable (if producing results. 

QualityN Human Resources 

The most critical element for success is having tile necessary human resources 
to draw upon, both in terms of quality and quantity. Bilingual and biculturail staff with 
international business skills are needed. An essential part of this activity entails the
ability to pay the appropriate salaries and offer cempensation packages which will 
attract and keep key personnel. 

This staff should have both sales and technical skills. In addition, it is essential 
that there be sufficient staff available to effectively serve as counterparts to the foreign
office promoters, and also to attend the local volume of investor interest and service. 

Selectivity of Services 

A private sector promotional agency with complete operational independence
should be selective in choosing with priority projects and areas with tile most potential.
This allows for short and medium term results to be obtained with a minimum of 
wasted efforts and resources. This selectivity avoids being overrun by a myriad of 
exporters, investors, students, politicians and others soliciting information and services 
which mav be unproductive and of doubtful viability. 

Active and Aggressive Presence in Foreign Markets 

Only by direct operational presence in the market will effective investment 
promotio-; activitie.,- be carried out. These offices should be located in the principal
business centers and successfully integrate its promotional activity with the local
business community. This will achieve networking for effective penetration of target
markets. Overseas promoters are highly specialized (and expensive) individuals that 
must carry out the tremendously sophisticated task of identifying and convincing target
companies t0) carry out an off;hore investment. This task can sometimes take months 
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to achieve. This saime promotional groujp will effectivelv access r comnerce 

inputs and infomiation. They should be intimatelv relate'd to Illforeign colmilerceactivities carried out in Bolivia in order interpret andto process this information for 
their promotional activities. 

The following countries, and many others, have effective investment promotionprograms in place: Costa Rica, Dominican Republic, Honduras, El Salvador, Mexicoand Jamaica. These programs are highly sophisticated and have already obtainedsignificant results. Bolivia's proposed investment promotion program (HINDES) wouldhave to contemplate competing vith these programs for foreign investors. 

Quick Response Time 

The promotional field is plagued with changing world conditions and innovativecompetitive strategies, forcing developing countries to adapt to evolving foreign marketrequirements. These require .i very fast response time on behalf of promotionalagencies in order to structure and modify their programs. Public secior agencies
not very responsive to these types of chanzes, and have 

are 
lost their competitive positions 

over time. 

b. Relationship to the UCF/UCP System 

Each UCF is governed by a Board of Directors with at least one member fromthe Regional Development Corporation (CRD). These are dependencies of the Ministryof Planning and are therefore subject to political staffing, pressure and intervention.Other members of the Board of Directors are appointed from the Chambers of Industry,Agriculture and the Federation of Private Businessmen. Under this type of integrationit is very difficult to maintain objectivity and be cohesive with institutional coals whilebeing subject to pressure from private interest groups and the public sector. 

Another important consequence of being i public institution is the lickbudgetary independence. As mentioned above, 
of 

this can severely inhibit contracl;ng theappropriate people and can handicap the institution since programming and disbursements of public funds is frequently untimely and insufficient. As the UCFs aredependent upon the CRDs for financial support, political pressure as well as budgetary
constraints are handicaps of the existing UCFs. 

Investment promotion is a sophisticated and technically complex activity that
requires market intelligence and foreign market presence. 
 There is nothing within theUCF experience base, human andresource organizational structure that complies with 
•the above mentioned prerequisites. 

The nature of public sector dependencies is such that they must provide servicesto everyone. They cannot draw the line between unproductive exercises andInstitutional priorities. endThe result is that frequently projects are not taken toconclusion due to the competition for time and resources. The I iCFs play an 
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important role within the coiltext of the CR1)'s activities. It would be impossible tocontinue this role while also, trying to promote foreign investment. The budgetaryrestrictions, political intervention and most of all the regional responsibilities wouldcreate significant conflicts of interest and, once again cause a multiplicity of objectives
which could not be obtained. 

The nature of the activities that the UCFs have carried out in the past does not 
prepare them any for newin way the types of activities and skills that investmentpromotion would require. There is no real possibility that the existing organization andstaff could realistically undertake the required investment promotion activities for 
Bolivia. 

2. UCFs Convert to Internediate Credit Institutions
 

There are 
some positive aspects concerning the UCFs converting to ICIs. Theycould continue to provide credit in outlying regions to small businesses. They couldbreak their dependence on the ICls. Finally, they could capitalize on their re: 'onalexpertise gained from the FOCAS Project. There have been at least three attempts to
establish ICls, (Santa Cruz, Chuquisaca and Cochabamba).
 

However, the negative aspects outwCigh the positive aspects. 
 Tihe GOB is tryingto privatize the financial system, and we would be creating a publicly owned ICI byconverting the UCFs to ICIs. In fact, tile Regional Corporations recently signed adocument acknowledging inevitable privatization of their activities. Some of the largerUCFs have already looked into this, and probably have the expertise, capacity, and sizeto convert into ICIs, but the smaller UCFs would have difficulties converting to ICIs.The regional "financieras" or converting UCFs into separate ICIs is not a nationalsolution for creating a permanent institutional structure. It is very difficult to think of a transformation of the UCF':: into a national ICI because of regional differences andthe ownership of each re,;ional corporation. Thus, if the UCFs converted into IC-'sthey would operate with higher risk due to concentration by region and/or product. The essence of an ICI is to diversify risk, this not achievedand could be fully. Bybecoming ICI's, they would have to concentrate on the financial and credit aspects ofthe business, discarding the promotion functions. It is probable that by becoming ICI's,they would have normal commercial bank rates and spreads. Due to the small size of some UCFs and moderate spreads, it is doubtful that they could sustain their operationsas an ICI. Up to now the UCFs have riot been under the Superintendency of Banks.
they toBy becoming ICI's would have ad'iere to a more inflexible regulatoryenvironment, thus reducing their present level of social impact. There does not seem 

to be any advantage in the UCFs converting into ICIs. 

3. Private Development Bank is created vhich will absorb the UCFs/UCP 

The only viable alternative, considering the sectorfinancial constraints, recentreforms, the limited institutional structure of the FOCAS Project, and competing
regional needs, is to create a Pri vaie l)evelopment Bank (PDB). The PD3 could absorbthe FOCAS Project (in tens of personnel, assets, goals and valuable experiences), and 
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address se veral of the constraints inthe financial sector. 

Several argume nts can be made for establishing a P1)B: 

Bolivia nc!(k to expand its productivye capacity, and that can ()i)llv he achieved 
'ficiclIt mediurn longby sLi to term financing handled in) a prolessional wav 

(guarantee requirements, promotion, T.A., debt rescheduling, etc. This is not 
currently available in Bolivia. 

A successful investment promotion for Bolivia requires efficient and agile 
Development Banks. 

The scope of what needs to be done requires a professional sta ff in a central 
and several regional offices, to reach economies of scale. 

Bolivia is pei ips at its peak in developmental financial assistance. It is an 
appropriate moment to establish i formal, credit-worthy, prf'essional bank to 
channel and maximize the use of those resources, while they last. 

It is important to establish a broadly held private Bank as fresh alternative to 
the closely held banks of powerful interest groups or individuals. 

It is in the line with the *GOB desir, to privatize the financial system and to 
increase competition. 

Has far greater impact potential (by shear size, by complementing efforts with 
FINDES, the investment promotion agency), than leaving FOCAS as a separate, 
smaller project. 

It is better to incorporate the UCF/UCP system into the PDB an order to ensure 
continuity of programs and maximize UCF experience. 

Relative health of the FOCAS portfolio 

There most frustrating aspects in establishing a PDB are: 

It will take one year to establish :.and 1-2 additional years to "take out the 
bugs" of the Banks' System. 

It will require higher proffesional staff re(qlirements. 

Will require active private sector participation (this is not a negative aspect, but 
rather a temporary task requiring additional effort). 

This alternative is recommended by the evaluation team. Below we will present 
preliminary ideas for the new PDB, which will be further developed dlring Phase 111,
when a conprehensi'\,,' feasibility stud\, is done. 

1h 



VII. 	 REICOMMIENI)ATION TO CREAT' A PIVATE I)EVIEL)OMEI' BANK 

A. 	 Desired Characteristics 

I. 	 A private, for profit institution 
2. 	 With active private sector participation in its management 
3. 	 Broad capital base where no one controls more than 5% of outstanding 

shares, but still have an important stake and participation 
4. 	 Clearly established long term objectives and goals which allow postive 

return on investment along with developmental impact
5. 	 Will not accept public sector deposits 
6. 	 Be under specific regulatory framework for development banks 
7. 	 Will coordinate wth other related institutions 
8. 	 \Vill be self-sustainable while achieving socioeconomic impact 

B. 	 Objectives 

There is more of a need than ever to establish an instit LItionlwhich provides 
medium and long term credit, with special support for the less developed regions and 
small businesses. The objectives of the new institution are completely in line with the 
public sector goals, and will continue to the original objectives of FOCAS. They are: 

-	 i.:ilmployrnent generation 
-	 Foreign exchange generation 
-	 Multisectoral development in traditional 

and non-traditional export sectors 
-	 Foreign and domestic investment 
-	 Reiional development 

Unemployment is estimated to be 20% on a national level, but is actually much 
higher outside of the central axis. This evaluation demonstrated that employment 
generation was especially impressive in the less developed regions. Also, this new 
institution will continue to help diversify the economies of the depressed regions, as 
did the FOCAS project. Finally, new employment opportunities could attract workers 
from the Chapare coca-leaf producing area, contributing to the alternative development
strategies being implemented. 

An analysis of Bolivia's traditional exports indicates an important reduction in 
foreign currency generation in the last decade. Even through non-traditional exports 
increased 25% in 1989, the total figure of $819 million is one third less than exports 
at the 	beginning of the decade. Investment projects promoted by the PI)3 should have 
export and foreign currency generation as a high priority. Experience in other countries 
has demonstrated that the most viable developmental projects are linked to exports and 
new markets. 'l iese projects typically represent between four and ten thousand dollars 
of exports for each new job created. 
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There are several sectors in tile Bolivian economy where opportunities exist. 
such as mining, agriculture and agroindustry, and industry. The new institution will 
strive to have a socioeconomic impact in these traditional industries, as well as in non
traditional activities. One of the goals of the PDB would be to recover the export 
levels attained by the traditional sectors, as well as substantially increasing exports from 
non-traditional sectors. 

Due to the multiplicity of objectives, the FOCAS project did not achieve its 
objective to promote investment. Although the project did generate domestic 
investment, the personnel were not trained adequately by the foreign advisors, and it 
did not have the resources to promote foreign investment. Investment promotion 
experts emphasize that it is a major commitment requiring trained staff and sufficient 
resources; investment promotion cannot be (lone "half way". In other developing 
countries foreign investment projects had significant impact in increasing employment 
and non-traditional exports, opening new markets, generating foreign exch.,.ze and 
transfering technology. The lessons learned from these foreign iMcstmCnt.,, can be 
quickly transferred to the local sector, providing an important increase in export market 
orientation at the local level. 

The PD13 would continue the regional development objective of FOCAS, to 
emphasize lending outside of the central axis. Alt!iough loan applications would be 
processed on a first come, first serve basis as before, special technical assistance would 
be given to the less &,-.eloped areas in identifying viable projects. This could include 
careful studies to determine opportunities and priorities on a regional level. Aggressive 
promotional activities would be carried out both in regional offices and internationally 
in conjunction with the proposed Bolivian investment promotion program (IFINDES). 

The PD13 would have multilevel beneficiaries. Developmental Agencies have 
a tendency to focus on small enterprise projects, which may have social impact, but 
limited economic importance and long term viability compared to the larger projects. 
The PDB would serve small, medium and large scale enterprises. The large projects 
in particular can provide examples to the smaller projects in terms of vertical and 
horizontal integration, particularly subcontracting and sub-component sourcing. To 
ensure that tile small business projects receive the appropiate priority and assistance, 
a specific Small Business Department would be created within the PDB with specialized 
personnel and specific objectives and goals. 

Development projects frequently strive to produce economic and social benefits 
for a country, however gains in this area may produce an impact which is not 
necessarily the optimum. In a country like Bolivia where most inputs are limited, it 
is critical that the PDB choose and develop projects which maximize tile use of 
resources through vertical and h,rizontal integration. 
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C. Core Services 

1. Project Financing 

This department would carry out medium to large project financings. This
would be tile unit most intimately linked to FINDES on a day-to-day operational 
basis. 

2. Small Business )epartment 

This department would engage in FOCAS-type financings, and would be the 
place to house the FOCAS portfolio and personnel. It would work in a more 
decentralized fashion than the above mentioned department. A delicate balance 
must be reached in limiting the cost of financing small businesses, while still 
achieving overall profitability. This could be supported by the Small Business 
Guaranty Fund in terms of sharing risk. Many international agencies would be 
attracted to the PDB because of the Small Business Department. 

3. Foreign Trade Banking Services
 

This department 
 would provide export and impoit financing (L/(s, collections,
etc.), and would contribute to export diversification. It would generate income
in the short term, to balance the income derived over a long period of time from 
the other two departments. 

D. Future Services 

1. Second story bank (rediscounting of development loan portfolio) 

2. Equity participation (when not a lender) 

3. Leasing 

4. Low and medium income housing (within the Small Business Department) 

E. Funding 

Funding must be appropriate for this type of activity, in terms of cost and 
repayment horizon. Refinanced lines of credit through BCB would not be 
adequate. 
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I -.ItIitv 
a. Exact amount to he defined in Phase III when financial projcct ion 

are made 

b. Based on scope of activities and impact sought, equity hase 
possibly US$15-20 million 

c. 	 Sources of Equity 
i. 	 Undisbursed MTCF Funds, reflows MTCF, and GOB 

(through PL480) equity underwriting 
ii. 	 Bolivian Private Sector investors 
iii. 	 International Agencies/Development Banks (11U, CDC, 

DEG, SBI, FMO, Swedfund, IFC, IIC, KFU, etc.) 
iv. 	 USAID 

d. 	 Potential breakdown of equity 
i. 	 International Agencies (USAID) (33%-49 4-)
ii. 	 Private Sector (66% ideally, however it may he less if there 

is not enouh investor demand initally, decreasing over 
time by sale of shares to private sector) 

The mechanism of having the GOB underwritc a portion of the 
PDB' : capital with the Project's funds, is a fresh alternative that 
resolves the issue of transfering the funds to the private sector,
while alleviating the need for raising substantial amounts of money 
from the Private Sector all at one time. 

2. 	 Credit Lines 

a. 	 Development credit lines with 5:1 maximum leverage 
b. 	 Correspondent banking credit lines 
c. 	 Limited amount of market rate credit lines 

3. 	 Grants 
a. 	 rechnical assistance 
b. 	 Other 

F. 	 Relationship to FINDES - a new Investment Promotion Program 

As of 	rnid-1990, a Bolivian pr:.,ate sector group initiated a private, non-profit
investment promotion institution. FINDES - The Foundation for Investment and
Development is the result of this initiative. USAID/13olivia has been inoving forward 
with FINDI ulder the Carana Contract for Export Promotion. 
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Thirty successful members of the Bolivian private sector will provide institutional 
support and an eleven member Board of Directors will provide prograni directives. "'he
objectives of FINDES to:are generate considerable employment, contribute to thebalance of payments through export earnings and attract significant forcign investment 
to Bolivia. 

The statutes and Board representation are being constituted in such a way that
itwill avoid political intervention at the sane time that public and private sector 
support is provided. Operationally, this organization will have an Executive Director,
a General Manager, Investment Promotion Officers abroad and locally, as well as sector 
specialists for technical assistance. 

Financing will be sought from international donors and the local private sector.
Given the present worldwide interest in Bolivia and the altemative developmentprograms being considered, this option has met with local enthusiasm. FINDES could
well be the hoped for solution to integrate and coordinate foreign commerce activities 
in the future. 

FINDES proposes a two stage chronograrn of activities which hopefully willbegin in Mid-1991. The first stage would create two foreign offices with a full local 
counterpart staff as well as contracting specialists and three sector specialists. (SeeAppendix J for Organizaional Charts.) In the second stage two additional foreign
officers would be staffed well two regional offices andas as a specialis't for Bolivian 
:.'xports to South America. 

These local offices could share physical space with the proposed district officesof the PDB in three regions initially: La Paz, Coclabamba and Santa Cruz. The PDBactivities could be complemented by coordinating with F!NDES staff members andaccessing local and foreign data bases. The selection of these three regions is based 
upon meeting FINDES objectives; the location of branches for the PDB will beanalyzed in Phase III. The PDB staff members could disseminate FINDES information 
and act as receptors of regional Inquiries outside of these main cities. 

All staffing would be done based upon strict selection criteria and with technicalassistance backup. This type of staff and organizational structure would ensure a rapidresponse time as well as access to critical foreign market infomltion and networking. 

The Bolivian private sector group adopted the CINDE - Costa Rica model whichhas proven to be successful. This model is highly transferrable to the prevailing
Bolivian environment. If the project is supported by technical assistance from
USAID/Bolivia, CINDE and Carana Comoration, it should also be successful. 
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G. Breakdown of Functions between PDI3 and FINDES 

F- Financial 
P - Promotion 
T - Technical 

I 
2 

- Head Office 
- Regional Office 

Identification of regional 
opportunities,priorities 

Function 

P 

Office 

I 

Identification of international 
opportunitiespriorities P I 

Project conception & development P/F1F 1,2
 

Pronoion (local) P -

Promotion (international) P I 

Pr.jeci evaluation F/T 2 

Approval Process F/T 1.2 

Disbursernents/Follow up F/F 

Technical Assistance F/T 1,2 

Debt Rescheduling F 

H. Development Banks in other countries 

Development Banks or Finance Companies are broadly defined as financialinstitutior,; which grant medium and long term loans. They may obtain their fundsfrom a ',rietV of sources, including the local government, foreign institutions, privateinvestors and deposits. Their lending activities may be broad in scope or they may helimited to specified areas considered critical, such as housing, agriculture, fisheries andsmall business. In developing countries, development banks often follow commercial
banks in the growth of the financial markets. They offer the same services provided
by specialized banks and the securities markets in mature economies. They have ,more important role in providing long term financing in a country with limited,ecturities market, is in Bolivia. In most countries, development banks rcspresent 2-I15% of the total assets of all dornestic financial institions. (Divid Gill, IfC,'Developnent Banks and the Mobilization of Financial Resources", 1979, p. 2) 
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Tile role of dev,-lopment banks as a catalyst in modernizing the financial sectorhas varied considerably between countries.
long-term Some confine their activities to furnishingloans and paying no attention to other financing areas. In other cases, theircharter calls for specific participation in different aspects of tile securities markets.example, the National ForDevelopment Bank in Sri Lanka is expected to stimulate thesecurity markets by selling shares of client enterprises to the general public, with theobjective of developing an active capital market. Also, the Bank may underwrite shareissues of client enterprises or syndicate the fundsshares. (Annual 

needed for the successful issue ofReport, National Development
development bank in Thailand made 

Bank of Sri Lanka). Another 
no contributiorn to the creation of a capital market,despite the fact that among its stated objectives was to "conduct its operations in sucha manner as assistto in the growth of a capital market in Thailand and to improvefacilities for marketing shares and securities".

Thailand.) The Korea 
(The Industrial Finance Corporation ofDevelopment Finance Corporation (KDFC) was established1967 illto assist in the development of private enterprise by furnishing m'edium and longterm industrial financing and equity participation, as well as technical and managerialconsulting services. Not only did KDFC encourage the development of thesecurities market, Koreanbut also it played an important role in the creation of tile country'scommercial paper market, and encouraged leasing activities. The Private DevelopmentBank of the Philippines participated in the development of that country's money marketand formed securities trading subsidiaries. The Corporacion Financiera Colombiana(CFC) sought the development of underwriting activities. 

Although many development
financial markets, there 

banks ha',e contributed to the modernization of theare several obstacles which were necessary to overcome.included the preoccupation of their managements 
These 

lending, their reluctance to buy equities, 
with the narrow area of long-term

and their general unfamiliarityoperations of a securities market. 
with the

According to the World Bank, private developmentbanks are finding it increasingly difficult to mobilize long-tenm resourcesmaintain and totheir financial positions. They are concentrating less on term lending andmoving toward mixed financing strongly diluted with quick-turnover operations.Moreover, they are now combining project lending, often principallyexchange, with commercial in foreign 
with 

or money market financing. Their self interest in working
the business community and institutional investors 
 have provided the privatedevelopment finance companies with the incentive to play an active role in developing
the capital markets. 

(Quoted from Creating Capital Markets in Developing Countries, by Sidney Robbins,professor at Columbia University, in a report for AID) 
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III. COMPARU ISON WITH OTHER PROPOSALS 

A. CARANA 

In September 1989 Carana Corporation did a pre-feasahility for a private
Development Finance Company (DFI) in Bolivia, and wrote a projcct identification 
document (PID) for the DFI in February 1990. This was the result of recommendations
from the Development Associates Study, done in March 1989, and the first mid-term
evaluation of the Project by ISTI, finished in August 1988. USAID/Bolivia decided 
to put the new DFI on hold, since it did not create a permanent institutional structure 
for the Project. 

The pre-feasibility study by Carana indicated that there was a strolg possibility
of creating a viable, self-sustaining private DFI in Bolivia, using concessionary loan
funds, grant and technical assitance from USAID. However, the study pointed to legal,
political and technical difficulties in transferring the Project's funds to the private DIP:I,
and therefore recommended that USAII) go forward with the private I)FI as a new 
project, separate from the MTCF project. 

The recommended PDB differs from Carana's DFI in several ways. The most
important is that feel the UCF/UCP system canwe be absorbed into the new PDB,
terms of personnel, physical assets, and learning experiences. Unlike Carana, we feel

in 

that the UCFs have developed good project identification, evaluation and monitoril-l
skills. They are particularly respected by the ICIs in the less develoleCd regions, where
the ICls depend on them for these services. (ISTI and CARANA consultants did not
visit the less developed areas, so did not arrive at the same conclusion.). Also, the 
new PDB would be completely integrated with FINDES, which would help in attracting
foreign and domestic investment. Carana limited its scope of activities to industry and
agroindustry; we include other sectors as well (agriculture, mining). PIDB will have 
a small business department specifically tailored to the needs of those borrowers, and
will analyze the creation of a guarantee fund exclusively for small business. However.
it will also lend to large projects. Carana said it would be focused on small and
medium borrowers, but the DFI's average loan would have been S100,000, hardly
small in Bolivian terms. (The FOCAS project has an average size loan of S30,00)when the largest loans are excluded, or $60,000 if they are included.) We feel the
loans should be for up to ten years, Carana limited them to 3-5 years. We envision 
a larger sharehold,-r base than Carana. We also will approach other donors (IFC, IIC)
to obtain interest in the beginning; Carana limited its funding to USAJI) only. Carana's 
DFI would have concentrated lending in the central axis only,*our proposed PDB will 
continue lending in the less developed regions as well. 

There are some similarities with Carana's PID; however, which should be kept
in mind for the next feasibility study, following on this report. Both studies
recommended the creation of a new private, for profit development fin:nce institution,
instead of working with the banking system. The financial, institutiu,il and technical
constraints are the same in both studies. Carana estimated demand for term credit at 
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$16.5 million during 1990/91. Both proposals envisioned an initial capital base of $3million, where ownership would be to more 5%, and oflimited no than a leverage5:1. Carana went so far as to identify potential investors, which hopefully can be 
contacted again. 

13. Comparison with UCF Proposal (FINIRSA) 

The main obstacle in tile UCF proposal (FINIRSA) is that it does not coincidewith the philosophy of the GOB; FINIRSA includes public sector participation, whilethe GOB has decided to climate the state's participation in financial institutions.FINIRSA also includes the participation of private sector associations as investors,which would seem to be difficult, if not impossible, based on the statutes of tileassociations. Also, their capital contribution would be minimal since they have limitedfunds. They may not be objective as Directors, as they may support loans to theirlilembers, instead of basing their decisions on the overall financial condition of thenew PDB. In other words, there would be a clear conflict of interest with associations as owners. FINIRSA also assumes that international organizations invest in the new
entity, which is not very likely due to the state ownership. 

The FOCAS project has been operating like a second tier bank, similar infunction to the Development Department of the BCB. Besides operating on the marginof the financial system, it has been supported by the agreement betweep USAID andthe Bolivian Planning Ministry, or with the implicit guaranty of the state, and withsubsidized resources (interest rates at 4%), which permit the Project to susiain itself.In the future it is unlikely that this situation can continue, because the policy of theGOB is not to give guarantees, which would make it difficult to capture funds frominternational agencies. Also, the GOB stated that it will eliminate subsidies thatactually exist in development credits. This will be managed in the future under aproposed auction system. Under this new system, the 4% that the UCFs/UCP receive,
and the Libor rate that is rediscounted through the ICIs, 
 would not exist, which could
 
cause the system to be unviable.
 

FINIRSA insists on working with the private banking system as an intermediaryin the channeling of resources. We believe wasthat this one of the major problemswith the FOCAS project, due to the thelack of ICIs in the less developed regions,
inability of many ICIs to evaluate projects, and their unreasonable collateral 
requirements. 

What we propose instead is a private development bank, which would absorbthe experience and capacities of the UCIs and the UCP, especially in terms ofidentification, evaluation, and monitoring of projects. This PDB would compete withother ICIs in capturing foreign development credit lines, to channel funds directly tothe borrowers. It would offer specialized services for small businesses, combined witha strong technical assistance and investment protliotion component. This new PDB
would have ample regional and national coverage. 
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.	 "TE'RMS OF RE ERENCE FOR PIIASE' III 

Below are suggested terms of reference for Phase Ill. 

A. 	 Feasibility Study 

1. 	 Legal framework (what steps are needed to incorporate a Bank) 

2. 	 Organizational structure (Staff, responsabilities, authority) 

3. 	 Financial proyections (key assumptions, sensitivity analysis, conclusions). 

B. 	 Other Issues to be Studied 

1. 	 GOB support
 
- Privatization of financial system
 
- Importance of competition 
- Need for a Private Development Bank 
- Auction System 
-	 Underwriting of stock (gradual transfer to Private S.ctor) 

2. 	 Private Sector Participation 

- Is the Private Sector really ifiterested in the PDI?
 
- Are there 200 shareholders willing to raise $ 3 MM?
 
- Is it reasonable to expect a broadly based PDB?
 
- active participation of a group of Shareholders at the Board level
 

of the PDB, providing the necessary oversight and supervision of 
the Bank's perfornance. 

3. 	 Superintendency of Banks 

Regulations measures (define them) 
Approvals needed 

4. Produce a multidonor proposal 

Approach other donor agencies to assess interest 
USAID should take the leadership role? 

5. 	 New Banking law 

Is it feasible to introduce a chapter on Development Bank? 
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6. 	 USAID Commitment 
- Is there a loll" tcrnCu from USAIDcrmititmnnt to develop the 

IPDI3? 
- low does it fit in witih the mission's financial sector 	strategy'? 

C. 	 Staffing Requirements 

1. 	 Team Leader
 
Must be familiar with the dynamics of the Bolivian 
 banking sector,
interest rate policies, and be an effective lobbyist for the PDB. 

2. 	 Bolivian lawver 
Must be familiar with the banking law and incorporating a new financial 
institution. 

3. 	 Management Consultant 
Must have experienced restructuring organizations, reviewing personnel
requirements and drawing ip new job descriptions. 

4. 	 Financial Ana lvst 
Must have experience analyzing financial statements and projecting
alternative financial scenarios for new financial institutiorns. 

D. 	 Timing Considerations 

We feel that Phase III could be conducted in approximately 4-6 weeks, and thatthe mission should begin sometime in September. It is important that both
USAID and the private sector approach Phase IIl with a long 	tenn committment. 
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Statement of \Vork (original) 

Statement of' Work for Pha.se I (Menimo Ma)' 17, 1990) 
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ARTICLE I - TITLE
 

n 
Mid-.Term Evaluation of the Market Town Capital Formation

*ro-ect
 
*r:ject No. 511-0573
 

'.:oLE II - OBJECTIVE 

* re 
!tive of this deliver, order is 
to measure progress to'w'ard
:anment of the ourpose and outrcu:s of the project, and
-e plans for the instiutionalizaion of the current UCP/U&CFs
 

acnieve this purpose the evaluation should determine:
rfcrmance of the
f a) theinvestment 
finance mechanisms, including norms
a-: regulations; b) the performance of
scruz:ure; c) the current institutionalthe achievements of the project purpose an 
 cutouts;
the options for the institutionalization of the system and a

L_-n for the implementation of the best option.
 
ARTICLE III 
- STATEMENT OF WORK
 

evaluation will be carried out in two phases.
 

*..se I
 

contractor shall evaluate the performance of the current system
an2 Its achievements. Specifically, the contractor shall focus the
n..vestigation on 
the following questions:
 

a. 
Findinqs and conclusions concerning the performance of the
-n'.'esmentfinance mechanisms.
 

Is tihe 
system of evaluation, approval and disbursement for
subprojects performing adequately? 
 Are the norms, conditions,
Procedures and eligibility criteria
Cr set forth in the different
<7enting documents clearly defined 
(e.g. Regimen Operativo de
* _ ) and are they being net?
-. Is the control and monitoring
, or both the banks and the 
FC2s/PCU, functioning well?
t.. system achieved the required volume of lending to 
Has
 

ant. future operating costs? cover current
How is the automatic refinancing system
ferocrming? What 
lessons have been learned for the new 
'nstitution?
 
z. 
 Findin s and conclusions concernin 
 theperformance cf the
 
. institutional 
structure.
 

.re the investment promotion activties being carried out
7:Us/PCU? What other investment promotion activities ccul 
by
 

::-... out? To u'hat the'.'
extent do the FC 's complement the
* i.ies of in-.o
t.- ICIs? Have the 
FCr:s and IC~s helped p.. -cge:her

'e packages?
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,..hat is the performance of the 
:CTs under the project? Why do the
.... use
's 
 the MTCF credit line :2stead of 
other refinancing cret
lines? 
 Are there still obstacles which impede
carticipation of the ICIs? 
a more active


Is the UCP effectively managing the
z;rtfolio? 
How effectively is the UCP coordinating activities with
the ICIs, UCFs, USAID and PL-480? How important is
craanized private sector in the project? 
the role of The
 

" ts participation? What has been the impact
Why has the private sector not actively
::articipated 
in all the departnents?
.ow 
 did the Regional
e..elopment Corporations and the national government support the
acnievement of the project goal? 
 What lessons have been learned for
t:e new institution?
 

c. 
Findings and conclusions concerning the achievement of the
=,_cject purpose and outputS.
 

-: what extent have project outputs been achieved? Explain the
successes 
and the failures. 
 To what extent have the subprojects
ch'osen for financing contributed to the purpose and goal of the
croject? 
 Compare ex-ante estimations of impacts with ex-post
results. 
 How can the project more effectively achieve the purpose
an* goal? What impacts has the pr- 4ect had on 
the regional
eccn omy? Has 
it reallI created employment, generated foreign
exchange, added significant net value and contributed to the 
use of
:cal goods and services? 
 Has it contributed to increased
competition in certain industries 
or sectors of the economy? Has it
helped establish new enterprises? 
 Has the project helped develop
subprojects which would not have been developea without its
2sistance? 
 Has it 
improved the technology or management of certain
:n4ustries? 
 Has it had other structural impacts?

-te What impacts has
project had on the banking system?

the ability of the banks to engage in 

Has the project increased
 
long term lending? Has the
project decreased the uncertainty and/or risks associated with long
:erm lending? 
 Has the project had 
an impact on the collateral
 

r- ':,iredfor long term lending? What is the quality of the
:r'folio? What 
is the perfor:-ance of disbursements vis-a-vis
::rcections? 
 Is there a rati0na: !) geographical distribution
secondary vis-a-vis urban areas), 
2) sectorial distribution and 3)
'nvestor equity participation? 
How did the project enhance the
support of the government for private sector activities?
lessons have been learned for the 
What
 

new institution?
 

T.e original project was designed 
to prom.te investments in the
secondary areas 
of Bolivia, and specifically excluded lending
=rban centers. In January 1989, 
in


the project was amended to permit
:cans 
to firms located -. 
the three principal urban centers of
3olivia - La Paz, Cochabamba, and Santa Cruz. 
 These projects could
-nly be funded if they had 
forward and backward linkages to the
r-.:ral areas. 
 Was this modification in the 
project purpose necessar'
order to 
increase loan disbursenents? 
Might there have been
:rher mechanisms to increase 
'n disbursements, while still
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retaining the rural and semi-urban focus of the project?
te Would it
feasible and advisable to 
return to the original project purpose
and restrict loans to the rural 
and semi-urban areas?
 

P..ase II
 

The contractc,r will study the options 
for the institutionalization
of the system and design a plan for the implementation of the best
c:...n. Specifically, the contractor should focus on 
the following

q'estions:
 

a. 
Review of options for institutionalization.
 

*'uw: are the options for creating, from the system, a permanent
iE:tu'tion? 
 In what existing institutions could the program be
:'aze-? 
 What are the advantages and disadvantages of the current
s? What are 
the advantages and disadvantages of those options
re-sented in the Development Associates and CARANA studies and the
s 
proposal to establish Financiera?
 

b.sign and implementation plan for selected option.
 
Hc',.' can this system become a permanent and self-financed
-i... -:ution? 
 What would be the
sec:crs? role of the privat- and public
Design the organizational scheme of the
present nuw institution,
an action plan for establishing the institution, and develop
financial projections.
 
Tne contractor is required to 
prov de in 
a final report their
 
- _ngs, their conclusions and their recommendations for each phase. 

AR::c:E IV - REPORTS 

I. Format of the Report

ne 
contractor should prepare .a written report containing the
 

ffo o'ing sections:
 

-Basic Project Identification Data.Sheet;
 

-AID Evaluation Summary form;
 

-Table of Contents;
 

-Body of the Report. The report shall 
follow the format of
the statement of work. 
 ..-should 
include a description of the
country context in which the project was developed and carried
out, and provide the information (evidence and analysis) upon
w'hich the conclusions and recommendations are based.
!>:ngth of the body of the report should not 
The
 

exceed 50 pages.
:nclude details in appendices or annexes;
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-The 	report should end with a full 
statement of conclusions

and recommendations. Ccnclusions should be short and
succinct, with the topic identified by a short subheading
related to the questions, posed in; the Statement of Work.
Recommendations should correspond to the conclusions; whenever
possible, the recommendations should specify who, or what
 agency, should take the recommended actions;
 

-Appendices. 
These are to include at a minimum the 
following:
 

a) The evaluation Scope of Work;
 

b) 
 The pertinent Logical Framework, together with a brief
 
summary of the current status/attainment of modified
 
outputs;
 

c) 	 List of actions taken, and status of actions not yet
taken but still considered valid by the evaluation team,
based on the recommendations of the 
first evaluation of
 
the project;
 

d) 	 A description of the methodology used in the ealuation.
Evaluators should recomzmend 
a monitoring and evaluation

plan 	(review plan for other Private Sector Office
 
projects for 
a model to be followed);
 

e) A bibliography of documents consulted;
 

f) 	 A draft of the abstract for the AID Evaluation Summary;
 

g) 	 Other relevant details related to 
the evaluation and a
 
list of agencies consulted.
 

2. Submission of Report
 

The contractor shall submit two reports, one 
for each of the items
 
'-- .hseI and Phase II of the Statement of Work, The contractor is
rzr---ed to present the draft report and make 
an oral presentation
tc '"AID/Bolivia 
staff and host country counterparts of the draft
re 
port 	five days before the end of the work in each phase. 
 After
review., by appropriate USAID staff and host country counterparts, all
substantive comments and 
recommendations will be incorporated into
the final reports. 
 A clear and bound fina'. version of both reports,


En 'ish and Spanish, with 20 copies in 
each language shall be
ted to Chief, Private Sector Office, USAID/Bolivia, within
fcur 	weeks after termina-'.ng the work in Phase II.
 

AR:.CLE V 
- TECHNICAL DIRECTIONS
 

The contractor shall work under the general policy guidance of
 
.. D/Bolivia Mission irector ani/or his designees). 

e\Q 

http:termina-'.ng
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Tethnical directions during the performance of this delivery order
will be provided by Project Officer pursuant to Section F.3 
of the

cZrtract,
 



6. 	 Have the guarantees of the commercial banks been 

reduced for FOCAS projects? Is there a difference 
between guarantees required by each bank? What 

incentives need to be introduced to have banks 

lower their guarantee requirements? 

the FOCAS
7. 	 What. is the level of past due loans in 

portfolio and the Corporation's portfolio? What 

type of moni toring system exists for problem 

loans? What are the guidelines for loan loss 

p'ov is i one and writedowns? 

B. 	 Supervision, Monitoring and Control 

1. 	 What are the norms and operating documents 
established by the UCP? 

2. 	 How do the UCFs monitor and reduce their risk in 
the event of a bank failure? 

3. 	 How do the UCFs monitor the subprojects? Is the
 
methodology for analyzing subprojects established 
by UCP used by all of the UCFs? 

4. 	 What formal arrangements (legal or otherwise) 

should be made to bring all of the UCP/UCF sy -em 

under the supervision of the Superintendency of 

Banks? Should it be under the supervision of the 

Central Bank? 

5. 	 Is there a need for an independent auditor at UCP? 

C. 	 Financial Sustainability 

1. 	 What. volume of lending is necessary to cover
 

current and future operating costs? Why has it
 

been difficult for 
 Oruro and Potosi to achieve
 

financial sustainability?
 

2. 	 How does the system support those regions until 

they are self supporting? Is there a relationship 

between the skills of the personnel in various 

UCFe and their ability to sustain themselves? 

What would be the best mechanism to share in the 
risk? 

3. 	 Is the size of each UCF and the UCP reasonable in 

term,3 of personnel, operating costs? What should 

they be if they increase the portfolio with 

additional donor funding? 

4. 	 Will the sytem be self supportive after AID 
funding terminate .in July 1991?
 



MEMORANDUM
 

To: 	 D. Je cee/M. Hoyos
 
USAID/Bolivia
 

From: 	 MSI Evaluation Team (E. Pereira, J. Trigo, 	E. Evans)
 

Re: 	 Revised Scope of work for Mid-term evaluation 
MTCF/FOCAS Project 

Date: 	 May 17, 1990
 

We have 	 revised 
 the 	 original scope of work in the following

Sections I, II and III. was
This 
 based on 	 information obtained
at USAID/Bolivia, 
and during a strategic planning exercise with
the managers of the UCFs and 
the Director of the UCP. 
 We have
also included our Evaluation Methodology in Section IV, and a
Timeframe for completion of both Phases 
 I and II in Section V.

This scope of work only includes Phase I, however.
 

I. 	 THE INVESTVENT FINANCE MECHANISM 
 (E. Evans)
 

A. 	 The Investment Finance Mechanism
 

1. 	 What are the sources of funds for FOCAS, and what 
are the conditions of the loans/grants (USAID,
PL480, Corporations) that will affect its future
 
funding? 

2. 	 How has the financing mechanism improved over time 
with the changes in the original agreement? 

3. 	 Has the automatic refinancing mechanism increased
disbursements in regions? theall 	 Is FOCAS line 
disbursed more efficiently 
 than other foreign

lines channeled through Central Hasthe' 	 Bank? it 
introduced more risk in the loan portfolio? 

4. Why 	 was the program amended to included working
capital loans? -What percentage of loans were made
for working 
capital only, and what percentage for
 
fixed investment? Should the FOCAS 
 line finance

working capital? Were the conditions in the
 
*Regimen 	de Credito" followed 
 by banks making

working capital loans?
 

5. 	 What. improvements have been made 	 in the evaluation 
of 
projects? r)oes the evaluation methodology
mitigate risk thein loan portfolio? What is he 
elig-ibility cri terla? 

/
 



TI. THE INSTITUTIONAL SYSTEM (E. Pereira) 

A. Overview of the existing system 
I. How effectively is t. ,,- UIPsupervising the .?oMponen)t" s

managing the portfolio? 

coordinating 
acti vit.ies 

and 
and 

2. What sh u ., b,. th'- rela t.icnsh iP betweenUCP/UCF/ICI and do:r's in terms of responsibility.approvals, reporting, decision-making? Who hascontrol over what? 
3. What are the 

ownership, claim 
legal differences 
on DDC-FOCAS 

in terms of 
Portfolio? Can the
two be fully integrated?
 

4. 
 What has been the role of the private sector?
 
5. 
 Who is using the system? By regions?
 

B. Promotional Activities 
1. 
 What io generally understood when we talk about an

investment promotion program?
2. What is the trade-off between sustainability and

investment promotion? 
3. Should the UCFs carry out investmentactivities promotionin the future? If yes, what investmentpromotion activities can they carry out? 
4. Who are 
 the beneficiaries 
of the investment
promotion activities?
 
5. Are they presently promoting or could they promotenew alternative activities? 
6. Is 
 there 
 a relationship 
betweei


activities and volume of lending? 
promotional
 

C. 
 Financing Activities
 

1. How do the UCFs encourage more 
lending in ICls? 
2. What are the comparative 
advantages 
 of the MTCF

line vis-avis other refinancing lines?3. Are there alternative sources of financing for
the sub-borrowers? 

4. How have the UCFs reachedsecondary citie. the smaller andthe ICes haven't by themselves? 



5. 	 Should we continue lending in the big cities: La 

Paz, Cochabamba, Sta Cruz? 

(J. Trigo)
I1. 	 ACHIEVEMENT OF THE PROJECT, PURPOSE AND OUTPUTS 


A. 	 Impacts on the Economy 

I. 	 How much direct and indirect employment was 
created, and what was the emp]oyment creation per 
unit of capital? 

2. 	 How much foreign exchange has been generated in 
the traditional and non traditional sectors? 

3. 	 What are the backward linkages generated by this 

project'? 

B. 	 Impacts on the Financial Markets 

1. 	 Would long term credit be av.iilable to small and
 
medium businesses and agroindustry producers if 
the FOCAS line was no longer available? 

2. 	 Is there a reasonable distribution of the FOCAS 
credit line by regions and economic sectors? 

3. 	 How does the current high interest rate 
environment hinder productive private sector 
investment, and the project in particular? 

IV. 	 TIME FRAME
 

A. 	 Phase I (4 weeks) 5/14/90 to 6/9/90 

1. 	 Team Orientation and Strategic Planning Meetings
 
(I Week)
 

2. 	 Conduct of Phase I (3 Weeks) 

B. Phase II (4 weeks) 6/25/90 to 7/20/90 tentatively 

1. 	 Review of Phase I, Orientation and Information
 
Meetings (I week)
 

2. 	 Conduct of Phase II (3 weeks) 

'N
 



V. EVALUATION METHODOLOGY
 

A. C]arify Scope of Work 
B. Establish priority questions 
C. Assign data collection tasks
 
D. Collect data
 
E. Analyze data
 
F. Develop findings, conclusi,-,nt1, recommendations 
C. Debriefing and feedback 
H. Write reports 

Concurrence of: MM. Zalles 
D. Jessee 
M. Hoyos 

cc: USAID: 

UCP: 
HSI: 

F. Kramer, D. Jessee, 
E.Kadunc, D.Carroll 
M. Zalles 
L. Cooley 

M.Hoyos, L.Downing, 



FMvORrNDfiJM
 

EATE: July 30,1990 

TO: Miguel Hoyos, Private Sector Office, USAID/Bolivia 

FROM: MSI Evaluation Team (J. Trigo, E.vas) 

SUBJEX: Revised Scope of Work for Phase II of the Second Mid-Term 
evaluation of MrCF/FOCAS Project 

Based on the decision made by the Mission that during Phase II of theF'XCAS evaluation the MSI Evaluation Team should concentrate its effortsto analyze the options to institutionalize the current L)CP/UCFs system,
we propose the following revised scope of work: 

Analyze the critical considerations for a permanent institutional 
structure of the UCP/UCFs system. What are the options for creatinga permanent institution? Wat 
of 

are the advantages and disadvantagesthese options? Which, and why, is the most preferred option?Define the role of the new institution, its organizational scheme,
the requirements, conditions anid constraints to establish it, theparticipation of the private and public sectors and its relationship
to other financing and/or investment promotion programs. Compared
the preferred option with the proposals presented by CARANA and theUCFs. Faggest terms of reference to implement the selected option,
pointing out the issues to be studied, expertise required and timing
considerations.
 

Concurrence of: _____Miguel Hoyos, USAID/Bolivia 

\ Miguel Zalles, UCP
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LOGICAL FRAMEWORK 	 INSTRUCTION, ThIS SAN OPTIONAL Fom FY _____to FY__1 __1 
FORM VSHICI CAN BE USEO Al AN AID Toial U.S. Fundrh I 0S0000 

-ce r.t;. & N., bt,: HARKET TOWJN CAPITAL. FORMATIO1 	 TOORGANIZING OATA FOR THE PAR Do, Preptuerd: 7une 1Y,13Wlr..REPORT. IT NEED NOT BE RETAINED 
OR UfulT TED.)

NARRATIVE SUMMARY 	 PAGE IOBJECTIVELY VERIFIABLE IrlDICATORS m1 EANS OF VERIFICATION IMPORTANT ASSUIAPTIC.;S
-:-ro. or eto Goal: The brooder objective to Measures of Goal Achievement: Assuwpuiona forachieving goal largels: 

S'.ch thispolecI contributes: 

To achieve a higher standard of In Bolivia's rural and semi-urban 
 INE National statistics. Political stability obtains
living through increased employment areas: 
 in Bolivia.

and greater production in 	Bolivia's 
 Local studies done by DDCs and
rural and semi-urban areas. 
 Employment statistics have regional banks. 
 Bolivia continues the ecolumic 

improved (jobs have been improvement process begun in
 
created). 
 Banking sector statistics. August 1985.
 

Business and farm output 	has COB policies on foreign exc!ani~t:.
 
increased. 
 private sector activites, 	export:
 

and imports and curre:cy reform
 
Levels of household consumption 
 remain positive.
 
have risen.
 

No natural disasters ofLevels of business investment 
 overwhelming proportion (like

have risen. 
 "El Nijo") distort the
 

development process.
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LOGICAL FRAMEWORK F,o,, FY l9f, oFY 1991P-. .iI & N, b,: MARKET TOWN CAPITAL FORMATION Toll U.S.FndirN SI,500,o)ooDo__ Pe.__pr_ _ _,,,__,_______t4.RPA0Ijv S;.')...y O;JECTIVELY V(RIFIA L[ INDICATORS ITffS OF V[fRIFIC IOI R TU4O PAGE 2t',oi-ctP,,.,oi.: 
Cd 
 'kon=
1 t wiII-ill purpose h-tI 

I ondrColr
achieed: End of p,.ij ztofus. 


,:ireasc the 1"Cl.Is (f productive Alt.spliosor f c hi.ing pwprpo e:
Pr iv 
ate sector investmnt*n . .ocnI l bank t.ItiS ricH, AGEnprivate sector investment in 
id I)C 1. UkL1-.a, Mai:jt ain. p1 iticalhave increased. 


H.livia's rural and semi-urban 
 studies " s' ility.
 
raIntermediate Credit 
Institu-
 larticipatine; 
ICI loan tvalua- 2.tions performing more Economic stability is obtained
tiont; and f[ll(,w up. and maintained in Bolivia.
effectively, and with 
larger


development loan 
portfolios. 
 UCF subproject evaluation data. 
 3. GOB policies supporting the
 
private sector continue.
UCFs working well. 
 Mid-term and EOP project
 

evaluations.
 
UCF Credit Fund established
 

and functioning.
 

Variety of types of 
investors
 
have taken new equity
 
positions in private sector
 
ventures.
 

Agricultural and agribusiness
 

enterprises show greater
 
production, higher
 
productivity and/or better
 
quality in their outputs.
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PROJECT DESIGN SUMMARY 	 Life of Plrifli 
, -,., I 	 LOGICAL FRAMEWORK FY _ --_I. FY_ _ 

T:at U.S. Funding 1. f.i 
o HARK.ET TOWN CAPITAL FOKHATION 	 Date Prop.ed: A1nit 2VijT,. 

? '. ,','II' ,'Aiy OT JE:C IVI L1Y VI(,'ii I.I , 1 Ir-)ICA TI, .! F ' ricArIOr, 	 I, ItT AS P I Il., , 1 	 I!.'fl IA P0R 
*ull..ul:; 	 Magnil.do of O( rpus.: As .umplion. I. acit..tng OUfPu." 

i r. .-*.. . -hich are bern fici.,l I. 4'21 ,riilioi, -I project l ari; . i' ', ICF. and ICI r ko-,l:,. I. Th,:re is urtst . .t v 
Loth ,ocG1-econumically and f inancial made .h ich I in,.ic inv.stmr nts credit d'rniiJ.
 
ly, totalling approximately S37.5 I orth.$37.5 milli,,n. Internal and ex" _rnal audits.
 
million. are undertaken. 
 2. 	AID and GOB disLurse lunm
 

2. 	One. integrated into new Mid-term and EOP evaluations, funds promptly.

2. UCF Credit Fund is established, development finance institu

tion, or operating under 3. The ICIs participate actively

3. ICls' rural lending operations institutionalized PCU. in the project.
 

have impiaved.
 
3. 	 Up to 12. 4. 	Appropriate PCU and UCF staff
 

4. All UCFs are fully operational, 
 and 	operating cost support
 
4. 	 8. 
 are 	available.
 

5. 	DDC and UCF relationships
 
remain productive.
 

6. 	 UCF's and the PCU retaii, their 
semi-autonomous status. 

http:Magnil.do
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AIIIE'NIJIX I)
 

List of Actions Taken
 

Amendment No. 6
 

USAID Letter to Planning Ministry (20 Octubre 1989)
 

Project Implementation Letter (December 28, 1989)
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Dounaci6n AI) %.511-0573
 
A.D Grant No. 511-0573 
PrS&,o AIL) N 311-T-071 
AID Loan No 511 -,-071 

ENh!ENDA No.6
 
AMENDMENT No,6 

CONVENIO DE PRESTAXIO Y DOr.\CIO.; 
LOAN AND GRANT AGREEINT
 

ENTRE
 
BETWEEN
 

LA REPUBLICA DE BOLIVIA
 
THE REPUBLIC OF BOLIVIA
 

AND
 

LOS ESTADOS UNIDOS DE AMERICA
 
THE UNITED STATE; OF AMERICA
 

PROYECTO 
FORMACION DE CAPITALES EN AREAS SECUNDARIAS
 
,MARKET TOWN CAPITAL FOR NATION PROJECT 

,\. 16 de febrero de 1989
 
Februar'y 16, 1989
 



ENMIEtNDA No.6 A.MENDENr No.6 

L Xep6blica de Bolivia ("Bolivia") y The Republic Boliviaof ("Bolivia)!c :stados Unldos de Ainrica, actuando and the United 
States of America,
por intermedio de la Agencia para el acting through the Agency for>s:irrollo Internacional ("A.I.D."), International Development ("A
suscribieron un Convenio de Proyecto 
I.D
 

entered into 
a Project Agreement
denomiinado "Proyecto de Formaci6n de entitled "Market Town Capital
Capitales on 
Areas Secundarias" en 
 Formation Project," dated July 23.
2echa 23 de julio 1986de (el 
 1986 ("Agreement"), 
 Said Agreerent
Convenio"). Dicho Convenlo fue was amended on Septemberenmendado el 4 de septiembre de 1986, 

4, 1986,
February 28, 1987; May 27, 1987; Julyel 2F de iebrero de 1987, el 27 de mayo 
 25, 1986; and September 30, 1988
.!e :937, el 25 de julio de 1986 y el 30
 

Je septiembre de 1988.
 

Lolivia y A I.D. acuerdan ademis 
 Bolivia and 
A.ID, further agree 
to
modificar dicho convenio como sigue: 
 amend this agreement as follows.
 

1. La primera 
frase de la Secci6n 
 1. The first sentence of Section

2 1 se modifica para que diga loSI 'uiente~ 2.1. is amended to read as follovs.
 

'El prop6sito del. Proyecto, que 
se 
 "The purpose of the Project,
describe 
con mayor detalle en el 
 which is further described in
Anexo i, es incrementar el nivel 
 Annex 1, is 
to increase the
de inversi6n productiva del sector 
 level of productive private
privado en las regiones rurales y 
 sector investment 
in Bolivia's
urbanas de Bolivia". 
 rural and urban areas
 

2 Se incluye 
una nueva Secci6n 8.6 
 2. A new Section 8.6 is hereby
: ,-,venio de Donaci6n de Proyecto added to the Project Grant Agreement 
c :o sigue. 


as follows:
 

'Secci6n 8,6. Violaci6n de 
la Ley Section 8,6, Violation of 11Sde EE UU. 

Law,
 

A.I.D. se reserva el derecho de 
 A.I.D. retains the right
retener 
 propio criterio, 
to
a su withhold, at 
its own discretion,
cualquier :esembolso que podria 
 any disbursement which would beser 
una violaci6n a cualquier 
 in violation of 
any legislation,
 

legislaci6n, ley, o regulaci6nes law, or 
regulations governing

que goubierna a '.I,D.". A.I.D." 

- Se suprime en su totalidad el 3. Annex I, Section I-A has been
Ant::o I, Secci6n I-A y se 
lo sustituye 
 deleted in its entirety and the
zcn io siguiente: following substituted in lieu thereof 

CT,~
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"El objetivo del Proyecto es 
 "The goal of the Project is to
lograr un mejor nivel de vida, achieve a higher standard of
mediante el 
aumento de fuentes de 
 living, through increased
trabajo v producci6n, en Bolivia. 
El 

employment and production, in
prop6sito del Proyecto 
es 
 Bolivia. The purpose of
incrementar el the
nivel de las 
 project is to increase the level
inversiones productivas del sector 
 of productive private sector
privado en las regiones rurales y 
 investment in Bolivia's rural
urbanas de Bolivia. Al final del 
 and urban areas. At the end of
proyecto, es decir la Fecha de
en 
 tht Project, that is by the
Terminaci6n del Convenio del 
 Project Agreement Completion
Proyecto (23 de julio de 1991), 
 Date (July 23, 1991), the
deberdn existir las siguientes 
 following conditions (EOPS) will
condiciones (EOPs): 
 exist:
 

i. Las inversiones del sector 
 i. Private sector investments in
privado en 
empresas productivas en 
 productive enterprises
toda Bolivia habrdn aumentado 
 throughout Bolivia will have
considerablemente, 

increased significantly,
 

2 Las Instituciones Crediticias 
 2: Intermediate Credit
Intermedias 
(ICIs) se desempefarin 
 Institutions (ICIs) will be
con mayor efectividad y sus 
 performing more effectively and
ca.teras de pr6stamos para el 
 their development loan
desarrollo habr6n aumentado 
 portfolios will have increased
sustancialmL-nte, 

substantially.
 

3. Las Unidades Crediticias 
 3. The Unidades Crediticias
Financieras habrdn desarrollado 
 Financieras will have developed
importantes actividades de 
 important investment promotion
promoci6n de inversiones, 
 activities.
 

4. Se habra establecido y estarl 
 4. A self-sufficient system for
en funcionamiento un 
sistema 
 financing and promoting
autosuficiente para financiamiento 
 investments will be established
y promoci6n de inversiones. 
 and functioning.
 

El Proyecto cendr6 cuatro 
 The Project will have four major
resultados principales: 
 outputs:
 

i) Inversione productivas y de 
 1) Productive and services
servicios relacionados del sector 
 related private sector
privado por un 
total aproximado de 
 investments totalling
IUS32 millones, que incrementen la 
 approximately US$32 million to
producci6n v el empleo en greas 
 increase production and
rurales v semiurbanas. ',.mployment in rural and
 

semi-urban areas,
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2) Un sistema autosuficiente que 2) A self-sufficient system

financiarS y promoverd inversiones 
 which will finance and promote

del sector privado. 
 private sector investments,
 

3) Mejoramiento y fortalecimiento 
 3) Five improved and
 
de cinco ICIs para una mejor 
 strengthened ICIs for better
 
administraci6n de 
sus programas de management of their developmenc

cr~dito de fomento en 
toda Bolivia. 
 lending programs throughout
 

Bolivia
 

A) Las Unidades Crediticias 4) The Uniaades Crediticias
 
Financieras habr6n mejorado 
su Financieras will have improved

capacidad para promover 
 their capability to promote
 
inversiones. 
 investments.
 

5) Estargn en funcionamiento tres 
 5) Three functioning priority
 
centros prioritarios de mercado 
 market town pilot projects.
 
como proyectos piloto.
 

Con excepci6n de lo que se enmienda 
 Except as amended hereby, the
 
expresamente mediante la presente, el 
 Agreement remains in full force and
 
Convenio permanece en plena vigencia y effect.
 
efec to, 

E." TESTIONIO DE LO CUAL, la Repdblica IN WITHNESS WHEREOF, THE Republic of 
de Solivia y los Estados Unidos de Bolivia and the United States of
 
Arica, cada cual actuando por America, each acting through its 
 duly
intermedio de su representante 
 authorized representative, have
 
Zebidanente autorizado, suscriben la 
 caused this Amendment No.6 co the
 
presente Enmienda No, 6 al Convenio de Agreement to be signed in their name
 
referencia, en sus nombres y en la 
 and delivered as of the day and year

feca y ailo indicados ris arriba. first above written
 

REIZLICA DE BOLIVt 
 ESTADOS UNIDOS DE AMERICA
 
RE it'tIC OF BOLIVIa 
 UNITED STATES OF AMERICA
 

-ea4.. 2 
L4c Fern do Romew loreno G. Reginald van Raalte
 
:inistro dt_.L eamicnto y Coordinaci6n Director
 
Minister of Planning and Coordination USAID/Bolivia
 

95 L-O896L Fecha/Date. February 16, 1989
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UNITED STATES AID MISSION to BOLIVIA
 
c/o American Embassy
 

La Paz, Bolivia
 

USAID - COL, I A 
K ) ML M 1 34V "; IT.l.pho , 3 012035026 I

C o t~lo 6 7 3 1 

to Po. ol;o 

20 de octubre de 1989
 
PS-A-171-89
 

Sefor 
Lic. Enrique Garcfa Rodrfguez
 
Mlnistro de Planeamiento y
 
Coordinaci6n
 
Presente
 

Estimado sefor Ministro:
 

Xediante la 
pr 
3ente tengo a bien informarle que USAID/Bolivia ha
concluido el iufforme de la primera 


fase del Estudjo sobre}inanciera de la Instituci6nDesarrollo, realizado por la firma consultora CARANA Corp. 
En base al an~lisis del informe presentado por la mencionada consultora,USAID/Bolivia tom6 conocimiento de varios problemas fundamentales
respecto al establecimiento y financiamiento de una Financiera privada.
Ademds, creemos 
que a6n existen problemas pendientes de soluc16n respecto
a las opciones de largo plazo para la institucionalizaci6n 
FOCAS. del ProyectoPor lo tanto, nos gustarla discutir las conclusionesde la Financiera, adems de del estudiolas opciones de institucionalzaci6n pars elProyecto FOCAS, tan pronto como asf usted lo crea conveniente.
prop6sito, adjunto a la presente para su 

Con este
 
conocimiento una 
copia del
resumen del informe presentado por los consultores.
 

Entretanto, y dada la importancia de utilizar el~saldo de los 
recursos
del Convenjo de Pr~stamo 511-T-071 del Proyecto FOCAS pars cumplir con
los objetivos prioritarios de desarrollo que tiene el Gobierno,proponemos suspender temporalmente nuevos 
desembolsos para el
financiamiento de inversiones 
bajo el mencionado proyecto.
recomendaci6n no Esta
implica una paralizaci6n de las actividades del Proyecto
FOCAS, las cuales pueden continuar mientras el Gobierno tome una decisi6n
respecto a los problemas mencionados anteriormente. 
Con eete prop6sito,
estamos dispuestos a colaborar en 
las acciones que el Gobierno emprenderd
en relac16n a la institucionalizaci6n del Proyecto FOCAS.
 



En esera de 
su 
respuesta, saludo a usted atentamente.
 

G. Reginald van Rl..Ite 
Director
 



-.. I1ED SIATES AID MISSION to BOLIVIA
 
c/o American En assy 2 '
 

La Paz, Boliva 

U SAID - EGL I, 

%I-. -
A 

rIephon., 3501'0.350251 
Cosilo 673 

Lo Pat. 3i1,o 

28 d d ciembre do 1989 December 28, 1989 

Scthu 
Lic. Elnrique Carcia Rodriguez 
Mi11isLro do Planeamiento y 
Coordinaci6n 

flcusetiLe 

t-it " . Entique Car'cia Rudciguez 
Minister of Planning and 
Coordination 
La Paz 

. '1 c 
CatLun Martinic Reyes 

i ccLou 
Unidad do Coovdinaci6n de Proycctos 

v"i.Gast6n Martinic Re',:; 
Director 
Proj0ects Coordination Uunit 
La Pliz 

.i,:idos seior-es: Gentlemen: 

,.t: iLrstamo AID No. 511-T--071 
DonatiOn AID No. 511-0573 
Proyeto Formaci6n de Capital 
un Areas Secunda'ias (FOCAS) 
CarL*a de Implementaci6n No.71 

El pt'op6sito de la preser.te Carta de 
JmIplementaci6n es dar respuesta a su 
UCLda No. 5800, de fecha 30 de 
noviembre de 1989. En esta ear'ta se 
so]icita que USAID/bolivia reanude 
desembolsos bajo el pr'oyecto de 
Eetfurencia para financiar subproyectos 
aprobados pot las UCFs. ''ambi6ti se 
solicita que so lleve a cabo una 
evluaci6n y sc tome una dctet'mi.naci6n 
respecto a las medidas a set adoptadas 
para institucionalizar" el actual 
sistnma UCP/UCFs. 

Mudiante la p'esente, USAID/Bolivia 
conviene reanudar" desenbolsos y quo (.L 
proyecto FOCAS no emita m.s 
Ceut.ificados do Elegibilidad para 

" 

Ref: AID Loan No. 51 [-T 0/ 
AID CL'ant No. 511 0573 
Market Town Capital 
For-mation P'r'oject 
ImplemetLtation Le(?tter No. 71 

The pur'pose of this Implementation 
Letter is to respond to letter No. 
5800, dated NovcmbOV 30, 1.989. Iln Lhis 
leLter, it is requesLed that 
USAID/Bolivia resuitte disbursements 
under the refer'enced proLjeci to 
finance *ubpr'oject:; approved by liv 
U'Fs. It is also requested that an 
evaluation be cartried out and thaL a 
detevimination be made as to the 
nteasures to be taken to 
institutionalize the curr'ent UC1-/Ut1'*s 
system. 

USAID/Bolivia, heLeby, agrees to 
'esume disbursements and that the 

FOCAS Project not issue any more 
Certil Iates of Eligibility for new 



... .. ubpvoyecLos dado el elevade 
*!.:0E,'jya emiLido. Tambion 
'',:c:(: ,mvdamos quo cl ProyecLo FOCAS 

U,.tv.:±,ve US$3 millones de los 
fondos de 
tr'":tdm'O ($USI,9 millones de fondos de 
AlL? y $USI,l miliones de fondos de 

PL- 180). 'stos fondos no ser~n 

desermbolsados hasta despues de 
la 
coinciusi6n de la evaluac:.6n, y que sus 
rucor. idaciones incluyendo aquellas 
coII .nientes a la institucionali-
zaci6n del fondo, sean implementadas.
 

iumbien estamos acuerco Ilevarde on a 
una evaluaci6n paL-a determinar el 

de.s-mpefo del actual sistema y los 
ju, ; que sean necesarios. Esta 


eva'Luaci6n tambi6n 
 deberia estudiar 
!as opciones para institucionaliza:. el 

Condo. Este trabajo ser6 

esLrechumente coordinado 
con la UCP, 

las UCFs y el sector privado. 


Apcovt:cho la oportunidad para 

infor'marle que de acuerdo a las 

recomendaciones del Sr. Jorge Urquidi

Bar'r'au, Subsecretario do Inversiones 
Pr1blicas y Cooperaci6n Internacional, 

estamos coordinando las acciones 

nec.sarias para Ilenar las vacancias 

de la UCP por medio de competencia 

abi erta, siguiendo los procedimientos

establecidos en el proyacto. 
Entre 

las posiciones a ser llenadas estA la 

del Director del Proyecto FOCAS. Esta 

nueva posici6n consolida la del 

Director de la UCP y la del Jefe de 

FOCAS, debido a la transferencia del 

Pi'oyocto Organizaciones Agricolas 

Privadas al Ministerio de Asuntos 

Campesinos y Agropecuarios. 

USALD/bolivia se 
reserva el derecho de 

aprobar los candidatos seleccionados 
para cada posici6n, quienes deben 
cufp] ir con los requerimientos minimos 
establecidos para cada posici6n. 

suh)pr'ojocLs given th1e alL-eady la'ge
number issued. We reconmte!.xd also thaL 
the FOCAS Project reserve US$3 milion 
in subproj, cL loan funds (US$1.9
 
willion in funds 
 from AID and US$1.1 
million in funds from PL-480). These
 
funds will not 
be disbursed until
 
after the evaluation is completed, and
 
its recommendations, including those
 
concerning institutionalization of the 
fund, are implemented. 

We also concur in carrying out an
 
evaluation to deLermine the
 
performance of current
the system arid 
any adjustments which are required.
 
This 'evaluation should also study the
 
options for institutionalization of
 
the fund. 
 This work will be closely
 
coordinated with the UCE, the UCFs,
 
and the pr'ivaLe sector.
 

We take this opportunity to inform you

that in agreement with the 
recomnendations of Mr. Jorge Ur'quidi

Barrau, Subsecretary of Public
 
Investments and Interrtational
 
Cooperation, we are coordinating the
 
actions needed 
to fill the vacancies
 
in the UCP through open competition,
 
following the procedures established
 
for the project. Among the positions
 
being filled is that of the Director
 
of the FOCAS Project. This new
 
position consolidates that of the UCP
 
Director and the ,'OCAS Chief, due to
 
the transfer of the Private
 
Agricultural Organizations Project 
to
 
the Ministry of Campesino Affairs and
 
Agriculture. USAID/Bolivia reserves
 
the right 
to approve the candidates
 
selected for each position, each of
 
whom must meet the minimum
 
'equirements establ.ished for each
 
position.
 

http:reconmte!.xd
http:evaluac:.6n
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E .'.:,.t.ro desco de que La We hope that iO, Oiipl uMnLaLiouto l1iL .:';, iunLaci6n de todas estas these acti ons wil pc',iL the ,'OCAS

W i. idades permiti'dn conLinuat" la 
 Projuct to conLi. nui. with its 
K-,, del Pcoyecto FOCAS e" una COrma activiit. ieu inian or'detuly manne" to
wuh,.JdU pura asi alcatnzac A objeLivo achiuve the ptoject goal and pucpose. 

y i pcop6sito del proyecLo.
 

Si" otrvo particular, saludo a usLed Sincerely,
 

irecloc a. 

35;00/35021 



AIPPE'ND)IX I. 

Mll-"l'l()i)),)(;A)Y FO(R TillE MISSI()N 

lhase I
 
.. Clarify Scope (fWork
A. 


13. lEstablish to
Priority Questions (Memo dated May 17 lISAIID/Bolivia) 
C. Assign data collection tasks 

1E. [Evans - Investment linane Mechanism 
lnancial Sustainability

I. 	 Pereira Institional [ramework 
Project Background and Objectives 

J.Trio 	 Socioeconomfic Impact 
Bolivian iE:conoImy and Financial Market Overview 

D. Collect Data 
E. Analyze 	 Data 
I. Develp Iin'ldintes, C01nCIlIsio1ns, and recommendations 
G. Debriefing and feedback (Me no dated Junie 8 to USAID/Bolivia) 
II. Write Reports 

.\ITI())OLO((Y F)R ,ASSEISSING TlE SOCIOECONOMIC IMIPACITS 

The L ntuiLatiVe lelsUrement of the impact has been redlized by taking into account
the information presented by the UCF's a long with a simplified Method of measurin"
the macroeconomic effects contained in the document completed by PREIALC, titled
"Impacto Econ6mico de los Proyectos Iiblicos. The qualitative analysis is the
cuhillation of samples taken of the project nationwide, the samples being conlpleted
by visiting consultants. The del,',riment of Panldo is not included. 

Application of the methodology involves three phases: 

(i) measurement of the direct and indirect effects of investment on the product.
This effect is measured by the increase in demand and tile net foreign exchange
generated by the project in the investment and operation phase, and the indirect
impact on industries or other economically active sectors which provide national 
i!Iptt to the financed project. 

(it) measurement of the increase in 	 withemployment associated the increase in the 
product. This step is completed through the assessment of the employment
coefficients and nlodile ittions over ttie dtie to increnme nts iil productivity. 

(in) measure lent of the net foreign exchange generated by the project in both the 
exectition phase and tle operation phase. 



MONIT()RING ANI) IVALUATION
 

'The FOCAS Project does nt have within its institutional structure I
prograii of titolmor'ing and evaliailoll. This is due in part to the absence of 
an internal auditing department which would condtuct al expost evaluation based 
on pie-established guidelines. Also, there have been no goals or objectives
established on an annual basis that the Project was supposed to complete.
Therefore, the Board of' Directors couLt not compare the planned with the actual
results. This has been even more difficult due to the high degree of autonomy
of each of the UCFs, and the UCF'does not have direct authority. 
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APPENDIX G
 

EVALUATION ABiSTRACT
 

I'he Market Town Capital Fornation Project (FOCAS) designed to increase tie level ofwas 
pr1 dL ctive private sector investment in B3olivia', rural and semii-urban areas. This wouldiii,:rease production, create employment generateaind economic growth. Alhhough there weresc\ln market towns initially identified, only two, Ribcralta and Camargo, received financingundCr tile project. This geographic restriction resulted in a project substantially behindI,,hcduhI in the first three years. An earlier evaluation conducted by ISTI in 1988,-,:bquently rejected by USAID Bolivia due to lack of objectivity) recommended that the:,iart,cts and uses for tile credit be modified to increase disbursements, as tile project did not 
h.,c a large enough portfolio to sustain itself based on i terest. As a result, tile project was;inmcided in February 1989 to include the cities of Cochabamba, Santa CrIz and La Paz, and , to allow for working capital lending. This mid-tern evaluation covers tile period from
.LuL\ 1986 through June 1990. The cvaluators visited eight regions of the country 
 to meet theI.C,:, obtain the private sector and the government's view, arid visit several projects. There 
, one year remaining in the project. ,,s a result of the amendment, all of' the funds have


beCl committed. 
 The major findings and conclusions are: 

( nclusions 

'he Project has achieved: 

The highest socioeconomic impact in terms of creating employment, increasing
production and encouraging non-traditional exports in the less developed regions.Employment generation in the small and medium businesses, and export-oriented 
projects, in particular.

* Full disbursement of available funds one year before PACD. 
* Better regional distribution that other Central Bank credit lines. 
* Improvement of the capabilities of the UCFs. 

The Project: 

Did not directly address tile constraints to increasing capital formation in 
secondary market towns. Instead, the amendment changed tle project to
emphasize sustainability.

* Has channeled funds to some large projects which generate little employment. 
Has lent working capital for medium and !:!rge projects which could have 
obtained financing from commercial banks.
Has not achieved its objective to be decentralized. Some of the functions 
overlap, such as project evaluation. 
Has not fostered the high level of cooperation needed with the ICls, in terms
of reducing/being more onflexible collateral requirements, or to lend their own 
funds,
Was not flexible enough to accommodate different terms, and also to anticipate
inevitable rescheduling. 



Rlccommendations for the last year of tile Project
 

Emphasize lending 
to small and mediun projects, and export oriented projects,
in less developed regions of tile country. 

Carry out pending administrative ma tters to the project, such as: reschedule
problem loans, write down the )DC portfolio, consolidate accounting systems,
coordinate efforts with the Superintendency of Banks, and redistribute portfolio 
to less developed regions. 

Improve the participation of ICIs by strengthening their development departments
in project evaluation and supervision, by encouraging decentralization of
decision-making, and by requiring more flexibility on guarantees. 

iTheprivate sector should have a majority participation on the Board of Directors 
of the UCFs to encourage transparency. 

Provide technical assistance for investment promotion, marketing and economic 
studies. 

All project evaluations and credit analysis should be done by the ICls. 
Before PACD, each UCF should decide whether it wants to become a legitimate 
financial institution (under supervision), or an investment promntIon unit. 

Recommendations for Creating a Permanent Institutional Structure 

There is general consensus that new financial intermediaries are needed to 
introduce competition to the banking system. 

There is a need for a private development bank (PDB) to address the unmet 
demand for long term credit in Bolivia, especially with the closing of State 
banks. 

The GOB does not intend to be an owner in the financial sector, therefore the 
proposed PDB would be private, for profit, with a wide shareholder base. 
The PDB would initially have three core departments: project financing (for
medium and large businesses), foreign trade, smalland business. The PDB
would be multisectorial. 

The UCP/UCF system could be absorbed into the small business department ofthe new PDB. This would include absorbing the personnel, loan portfolio, fixed 
assets, and learning experiences as much as possible. 

The PDB would be complemented by a separate project, an investmentpromotion program called FINDES, which would conduct marketing studies and
help attract foreign investment. 



L.es'mns Learmed 

o 	 There should not be a im.iliplicitv of objectives, such as supporting secondary
areas vs. financial sustainability, or financial intermediation vs. investment 
promotion, which 	 cause confusion and require tradeoffs in implementation. 

0 AID should ensure any type of financial institution it creates be subject to
adequate supervision and control (by the Superintendency of Banks, and subject
to regular internal audits), to contribute to institutionalization after PACD. 

o 	 The fee structure for UCFs throughout the country should be flexible tomore 
accommodate different stages of development and risk. Also, investment 
financing projects will always need to have clear guidelines for rescheduling. 

o 	 Rash decisions to suspend project funds may undermine the Project and create 
disrespect for AID's work in the financial sector. 



APPPENDIX Ii 

LIST OF PERSONS, A(E'NCIES CONTACTED 

., ,n/Name/FProjet Orainization Position 

l..\ PA..Z 

.S GOVERNMENT 
van Raalte, R. USAID Director
Kr'amer, Robert USAID Deputy Director 
JL..,cc, David US.A. 1) PSO/Acting Chief
lcnherg, Rich USAID PSO/Chief (8/90)1lo u., Miguel USAID FOCAS Project Officer 
l);\ i1on, John USAID Controller
K~Juiic, Ed USAID Chief, PD&I Office
.\lclmtyre, D. USAID Chief, ARD Office
l'atc. Wayne USAID Chief, DPO Office 

BOLIVIAN GOVERNMENT 
13o:ad:t, Raul Central Bank President
KnaudI, Susana Central Bank Manager, Devel. Dept, 

13arhery, Rosendo Super. of Banks Asst. Superintendent
Rosales, Ramon Super. of Banks Advisor 

3lanco, David Finance Ministry Minister 

Garcia, Enrique Planning Ministry Minister 
'rquidi, Jorge Planning Ministry Subsecretary 

Brockman, Carlos PLA80 Executive Secretary

Noda, Jorge PL480 
 Financial Manager 

ICP 
Zalics, Miguel UCP Director
Feltran, Arturo UCP Financial ManagerCtmheros, Antonio UCP Manager,Promotions
Kreidler, Lita UCP Asst.Man., Promotions
Antuzana, Nelson UCP Accountant 
.lia,, Javier UCP Project Evaluator 

PRIVATE SECTOR 
Cal'to, Carlos CEPB (Priv.Sect.) Priv.Sect. Confed. President
Nogales, Johnny CEPB Executive Secretary
Zalles, .Amparo CEPB Economist 



INTL. ORGANIZATIONS 
Mendoza, Fernando 
Shaw, William 

Ardiles, Luisa 

Dorfnan, Mark 


Albergucci, Francisco 

CastaFios, Arturo 


ICIS
 
Calvo, Fernando 

Alvarez, Eduardo 


Gutierrez, Jaime 

lbarnegaray, Jaime 


Blanco, Enrique 

Lerma, Mafio 


Hinojosa, Guido 

Pefiaranda, Rafael 


Unzueta, Emilio 

Arias, Jose 

Ortega, Ramiro 

M'ledrano, Otnar 


Sanjinez, Edgardo 

Divalos, Waldo 


Proiects
 
"Muebles Equus" 

"Textiles Modas Express" 


BENI 
Ruiz, Gonzalo 
Cuellar, Oscar 

Davalos, Luis 

Phi lects 
"Ben. Castana 13 ezerra" 
Ben. Castana Agrinhol"

"Ben. Castana Hecker" 
"Irobi Transferencia 
de Embriones" 

"Lecheria Nueva Espcr',za" Milk Processi ng 

World Bank 
World Bank 

World B13an k 

World 1Bank 


ID13 

CAF 


Banco Nacional 

Banco Naciona! 


Banco Inversion 

Ba nco Inversion 


BHN Multibanco 
BHN Multibanco 

Banco de La Paz 
Banco de La Paz 

Banco Mercantil 

Banco Boliv. Amer. 
Banco Boliv. Amer. 
Banco Boliv. Amer. 

UCF La Paz 

UCI L'a Paz 


Furniture 
Textiles 

UCF Beni 
UCF Beni 

Banco Big Beni 

Brazil Nut 
Brazil Nut 
Brazil Nut 

Cattle Brcetling 

Representative
 
Macroect om)[i,,I
 
Consultant
 
Consultant
 

Representative
 
Representative
 

General Manager 
Manager, l.a Paz 

Vice President
 
Manager, I)ev. l)cpart.
 

Manager, Dev. Depart.
 
Vice President
 

President
 
Manager., Dev. Depart.
 

Vice President
 

Exec. Vice President 
Commercial \'ice Pres. 

Assistant Vice Pres. 

Manager 
Project Evaltator 

Manager
 
Project Evaluator 

Managler 



COCHA13AMBA
 
Prudencio, Marcelo 

Rico Toro, Faustino 

Polo, Jose 

La Fuente, Jaime 

Gainsborg, Jose 

Gamarra, German 


Proiects
 
"ElTumbal" 

"Asarti" 

"Flores Canedo" 


SANTA CRUZ
 
Velasco, Jaime 

Paz, Roberto 

Vargas, Rend 


Cabrera, Jorge 

Savedra, Luis 

Arias, Jorge 

Fajerstain, Jaime 

Davis, Mauricio 

Proiects
 
"Refresco Cabrera" 

"Terminal Carga Pailon" 

"Inabol Ltda." 

"Jihusa" 

"Indusirias Caniba" 

"Matadero Frigorifico" 

SUCRE 
Aguirre, Josd Luis 
Gardilcic, Mirko 
Lopez, Alvaro 

Santa Cruz, Marcelo 

Projects in Sucre 
"Prelavado Lana Ove ja" 
"Proces. Polietilevo" Plastic 
"El Paraiso" 
"IPAL" 


UCF Cochabamba 
Corporation 

Private Sector 
Fed. Enmp. Priv'ados 
Fed. l-1mp. Privados 
Fed. l:iip. Privados 

Agroindustry
 
Sweaters
 
Flowers
 

UCF Santa Cruz 
UCF Santa Cruz 
UCF Santa Cruz 

Small Indusiry 

Banco Santa CrUz 
Banco de la Union 
Banco de IaUnion 
Banco de La Paz 

Agroindu.trV
 
Transportation
 
Textiles
 
Industry
 
Agroindustry
 
Meat processing
 

UCF ChtqluisaIca 

UCF Chuquisaca 

UCF ChuqUis;Ica 


UCF Chuit1. Ioard 

Wool washing
 
bag production
 

fDonestic Plants 
Food Processing
 

Manager
 
President
 

General Manatcr 
Second Vice I'rCsidenL 
Representative 
lconomic Advisor 

Manatger 
Legal Cotncel
 
Asst. Manager 

President 

President 
General Manager 
Asst.Man,Dev.Depart. 
Manager 

Manager 
Technical Manager 
Financial N anager 

Private Sct. Rep. 



Projects in Camarto 
"La Torre" 
"Agroindustria Colorado" 
"BuCna Vista" 

ORURO 
Calder6n, Josd 
Paz, Tito 

Projects in Oruro 
"Laminadora Oruro" 
"Ceramica Roja" 
"Carpinteria Collado" 
"Curtiembre lquimbol" 
"Fabrica Tejidos Sentdotx" 

POTOS I 

luhezo, Jaime 
Decorimis, Juan NI. 
Cornejo,-RuIth 
Ayala, Ramiro 

Rios, Armando 

Aguirre, Ramon 
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Box 4.2 Lending program for small enterprises in Ecuador 
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