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9. 	 Action Decisions Reached at Evaluation Review 10. Officer cf I. Action by and 
including items needing further study Unit Respon- Date to be
 

sible for completed
 
follow-up 

the exact requirementb for loan refinancing 
requests. USAI/DR BC/LTID - 9/30/17 

a) 	The BC and UL3AID should consider ways to 
increase FRI promotion and to implement 
a new promotional campaign as soon as 
possible USAI/DR BC/U3AID - 9/.C/77 

E) 	An investigation of FRI loans made in Cocha­
bamba should be undertaken to see if ICts 
there have in fact made their required con­
tribution. Usa!:/DR BC - 8/31/77 

e) 	The BC should make at least one inspection
 
visit a year to the on-going YIK sub­
projects. TiSAI3:)/DR BC - ongoing 

ff 	 The BCsh-uld encourage ICIs to be more
 
.e!Able in their ccllateral requirements
 

and to reduce them wherever possible with­
out overlooking the security of the sub­
loan. 	 USAID/DR BC - on going
 

g) 	The BC and tMAXLD should take the necescn 7,
 

6teps to induce IC.s that do not have tech­
nical staffs to review and evaluate feasi­
bility studies to arrange for assistance
 
that could be paid for by the ICI in the
 
di.ferent cities, 	 USAID/DR, BC/USAID - 12/31/77 

b) 	 The BC shculd ensure that the FIj is main­
tained as a permanent revolving fund. USAL/DR BC - ongoing 



EVALUA TON REPORT 

Loan 511-L-043 - Industrial Refinancing Fund (FRI) 

The $8,000,000 FRI project ($7,000,000 A.I.D. loan and $1,000,000 GOB 

contribution) was to facilitate the creation, expansion and modernization of 

private production enterprises in Bolivia. The loan was fully disbursed on
 

February 29, 1976.
 

Since the beginning of the implementation of the loan in January, 1973,
 

the FRI has refinanced loans to Bolivian private enterprises totalling
 

$7.,5a,850, Of the 195 loans approved to date, 97 have been to finance the
 

exparUmin of existing industries, 37 for modernizing enterpripes and 61 for
 

the creatin of industries.
 

The pu:pose of the loan wa ; to stimulate an incretse in private irdustria. 

invetment, As a ne':sure of attainment of project plixTPse, fo2.1owi!.g tables 

prese,-,t tb..e amount of loans refinanced by the FRI fund, by ICI and by distribu­

tion by departments: 

($0M-) ($!m) 
Total Dis- Total Per 

N* of Loans bursed Committed Cent 
to 4/30/77 to 4/30/7" 

Pannn del Estado 3,56557 3,85]. 33.2
Fizst Nationa. City Bank 2 560 i;60 4.8
Bantk of America 5 471 h71 4.o 
BAnco Hitotecario Nacional 24 
 807 1,135 9.8
 
E'n7o BoUviano Am-ericano 6 6363 .5
 
E~neo Industrial 20 1,351 1,451 12.5

Banco t.lercantil 18 .81 781 6.7 
Banco Nacional 17 377 38 3,3
Barco Popuar deX- Peru 10 756 8P94 7.7 
Banco Potos{ 2 :.52 152 1.3 
Banco Santa Cruz de Ia Sierra 17 516 616 5.3
Bdrco dp Cr6dito Oruro 9 594 59. 5.1 
Bauco de Financiamiento Tndustrial 1 
 33 33 .3

Banco U. Paz 1 13 13 .1 
Banco de Cochabamba 4 376 527 4.5 
Banco Industrial Comercial Beni 
 2 61 7 .6
 

T o t a 1 195 I0,476 11,599 100.0
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($000) 

Total ris-
($000) 
Total Per 

repartment No of loans bursed 
to 37-7 

Committed 

to 4/30/77 
Cent 

tA Pa' 
Cochabamba 
Santa Cruz 
Chuquisaca 
TariJa 
Potosi 
Oruro 
Beni 

57 
48 
47 
19 

4 
4 
5 

11 

5,091 
2,596 
2,076 

365 
17 

162 
64 

105 

5,744 
2,924 
2,176 

372 
17 

162 
64 

14o 

49.5 
25.2 
18.8 

3.2 
.1 
1.4 

.6 
1.2 

T o t a 1 195 10, 476 11,599 100.0 

Of 19 iCIs (not counting branches) which could participate in the FRI 

progrnm, 3 have not participated and the participation of others has been 

limited due to the following reasons: 

1) Foreign banks have their own funds for development loans and prefer to 

use them (The 3 non participating banks) 

2) Some bar1k2 lack technical personnel to review and evaluate subloan feasi­

bility studies, thus limiting their participation in the FRI program. The
 

Banco del Estado and Banco Industrial have developed the institutional
 

capability to review aud evaluate industrial credit proposals. Other banks
 

have an economist on their staZfs to perform the evaluation but most of the
 

banks race the problem of lack of technical staff.
 

Eva. uation Vethodoogy 

During the period of April 18-29, 1977, visits we:re made to Tarija, Potosi 

Cochabanba and Santa Cruz to conduct an evaluation of the FRI program. As part 

of this evaluation, interviews were held with the manage:rs and other personnel
 

of private and public banks and FRI-financed industries in these cities in order
 

to discuss their experience with the FRI program and obtain suggestions for 

improving the operation of the program. Similar interviews were held with bank 

and industry managers in La Paz luring the week of 1'ay 9-13. In addition, 

detailed discussions were undertaken with the managers and staffs of the Central 
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Bank Regional Technical Offices (OTRs) in TkriJa, Prtosi, and Santa Cruz and 

The Central Bank agency in Cochabamba. A total of were37 bank offices visited­

5 in Potosi, 6 in Tarija and Santa Cruz, 9 in Cochabamba and 11 in La Paz. 

These included all of the national bank agencies in Tarija, Potosf and Cocha­

bamba, and most of the national banks in Santa Cruz and La Paz. The Banco
 

Popular del Peru was also visited in La Paz and Santa Cruz, as was the First
 

National City Bank in La Paz. Because participation in FRI has been limited
 

in Tarija and Potosi, discussions with banks there generally dealt with reasons 

for their limited involvement and future prospects for use of FRI resources in 

these areas.
 

Twenty-two industries of different activities were visited in the same
 

cities, The twenty-two industries consisted of 5 food producers, 2 tanneries, 

1 pharmaceutical firm, 4 building materials producers, 1 wood processor,
 

2 plastic products manufacturers, 5 metal mechanics shops, 1 stocking and 

socks factory, and 1 producer of batteries for vehicles. 72% of the visited
 

industries have received loans fol enlargment and modernization and 2el for
 

the establishment of new offices. 
The average increase in production of the
 

enlarged and modernized industries is 1185. 
 36, of these industries use
 

nationna raw materials, 21S imported and 43% mixed. e4% used loan funds for
 

investment capital and 16. for working capital. 
68% of the industries visited
 

require additional capital to enlarge their activities. One industry was 

visited in Mirija, 3 in Potosi, 6 in Cochabamba, 6 in Santa Cruz and 6 in 

La Paz, 

Observations and Recommendations 

The following observations and recommendations emerged from the discus­

sions with the banking and industry community: 

1) Loan Approval Process 

Discussion: Almost every bank outside of La Paz that had participated in 

FRI had major complaints about the ielay in Xoan approvalL by CtUtral'-
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Bank The BC regional offices have no approval authority for FRI projects; 

therefcae aJl refinancing request .'ust be sent to the Divisi6n de Desarrollo 

in La Paz for approval. Nevertheless, OTR personnel usually evaluate the 

projects before sending them on to La Paz with their recommend tions. According 

to the banks interviewed and to the OTR staffs, the BC in La Paz again evaluates 

the project, for a total of three evaluations per project (the first one being 

that of the lending ba:k). This process takes a minimum of one month, usually 

longer, and is a substantial disincentive for possible borrowers and lenders. 

The situation is somewhat better in La Paz, where lenders send refinancing 

requests directly to the Divisi6n de Desarrollo. The process still frequently 

takes one month, however. Unfortunately, this is not a new objervation. The 

evaluation of the FRI program undertaken in late 1973 pointed out the same 

d:ilays. Apparently, little has been done to resolve this problem in the inter­

vening 3 1/2 years, despite BC regulations stating that it should only review 

loan applications for eligibility in the program and that this process should 

take a maximum of 5 work days. 

Recommendations: Repeating the recommendation of the earlier FRI evaluation,
 

it is recommended that the BC review project feasibility only upon the request
 

of an ICI or for initial subloan applications submitted by a newly-participating
 

credit institution. Other than this, the BC should be more concerned with
 

"eligibility" of the loan within the rules and regulations of the A.I.D.
 

documents and its own directives.
 

In addition, it is recommended that the BC consider giving loan approval
 

authority to its regional offices for the FRI program - as well as other
 

refinancing programs in addition to FRA-2 up to a specified level. As
 

evidenced by the experience on FRA-2, this great.1y speeds the process of BC
 

loan approval and facilitates the implementation of the program. We believe
 

the regional offices are capable of assuming this responsibility, and
 

http:great.1y
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reconend that the BC consider adding industrial engineers to its offices in
 

Cochabam a and Santa Cruz to asoist in this effort.
 

2) 	Procedur.s
 

Discussion: A substanttal amount of the delays in the apprval process
 

are 	due to lender and borrower non-conformance with the docurentation require­

ments of the program. In several of the bcnks visited there is
an apparent
 

lack of familiarity with these requirements and a 
belief that these require­

ments are excessive and beyond those needed by the lending institution to
 

make its credit decisions. Also the prospective borrower does not receive
 

the 	appropriate information.
 

Recowmendation: 
 The evaluation team recommends that the documentation and
 
other require.,nts of the FRI program be closely examined and that unnecessary
 

documents or require-.ects be eliminated. 
Further, it is reccmended that the
 

remaining requireme-ts be videly publicized by the BC so that ICIs and potential
 

bor-owers wit?, be familiar with the exact requirements for loan refinancing
 

requests.
 

3) 	 P-.o;z Promotion
 

Discussicn: 
 In the early implementation period of the project, substantial
 

promotion was undertaen by the BC. 
However, promotion of the FRI is presently
 

at a vry 'oIlevel, with the result that the FRI program is largely forgotten
 

and available tunds ar' unused.
 

Recomienciatiion: It is recoumiended that the BC 
and LYSAID consider ways to
 

increase FRI promotion and to implement a new promotional campaign as 
soon
 

as possible, Consideration should be given to encouraging and facilitatt!g
 

FRI 	promotion through individuzl banks as well as through the BC.
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4) ICI Participation
 

Discusslon: A tota. of 16 banks, out of a possible 19 have participated 

in the. FRI to date. Yost backs interviewed have bad good experience with the 

program, have few delinquency problems, and are interested in continuing their 

participation. The banks in most cases are making their required contribitions 

to the loans made. In all cases, bwever, they charge the standard 15% interest 

rate on their contribution rather than the 12% rate applied to the refinanced 

portion. In addition, it appears that at leairt some banks irA Cochabamba have 

not made theja- contributions as required.
 

Recoetdation: It is recommended that an investigation of FRI 10605 be 

made in Cochabamba to determine whether ICIs there have in fact not wade tbeir 

repaired contributions. If thi3 is true, the BC should take appropriate remedial 

a..tion and insurv that this pra.cti s is not continued. 

5) Inspectcrn. 

Discuss.on.: 9%. of the industries visited have been inspected by the BC 

and the ICI's, but in La Paz the last visit of the BC personnel too place in 

January 19o76. 

Recczrendatic: The evaluation team reconzendi that (especially in La Paz) 

the BC make an Inspection visit to each on-going project at least once a yea. 

6 ) Col.l.ate'.al 

Discussiro: Most cf the industries visited complat.ned of the exagerated 

collateral requirezneots of the Ilis. Most of tbzi cases are related to 

mortgtge collateral and some to mortgage and personal grarantieso The ratic. 

of collateral to the loan amount is generally lt:i, altk~ough in some cace 

where combined mortgages and peroonal guaranties were 'wed, re~uirementc 

reached lY to 1. 

http:Col.l.ate'.al
http:Discuss.on
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Recommendation: The BC should encourage the ICIs to be more flexible
 

in their collateral requirements and to reduce them to a reasonable ratio
 

wherever possible, without overlooking the security of the sub-loans.
 

7) Technical Staff 

Discussion: The Banco del Estado and the Banco Tndustrial have developed
 

the technical staff to review and evaluate credit proposals. Other banks have 

insufficient personnel and the rest do not have personnel capable of reviewing 

and evaluating feasibility studies. 

Recommendation: The evaluation team recommends that the BC and USAID make
 

the necessary efforts to induce the ICIs to organize in the capital city of
 

each Department a small technical unit, (1 economist and 1 industrial engineer) 

the cost of which could be paid by the regional CIs. 

8) ,aintenance of the Fund
 

Discussion: An ambiguity of the Supreme Decree that establishes the FRI
 

hag been interpreted to mean that the FRI has to pay the principal of the
 

A.I.D. loan. 

ERecmmndation, Since the original Project concept was that the FRI 
shou:,.d be established as a permanent fund (same as the FRA), the evaluation 

tam recomends that the BC takes the necessary steps to try to maintain the
 

FFI as a permanent rotating fund.
 

EVALUATION CNCLUSICUS 

Since the loan uas fully disbursed on February 1976, this will be 

the final loan evaluation. The evaluation team has concluded that the FEI 

project has been successful and has attained its objectives and purpose: 

The resuts of the visits to the previously mentioned cities indicate that 

the loans to the private industries reflect increases in production capacity, 

the establishment of new industries, improvement and enlargement of existing 



indubtries, incrie'ases in aggregate value, substitution of imports, and 

savings of foreij currency (divisas), as well as contributing to the 

growing climatc of confidauce in private sector dev.elopmrent in Bolivia. 

"v- pv&.uation coniitte2 wa-; composed of: one re.ia-enteive of the 

lr'nco Ccrt:,S.. Mr. A2.ex Zegar'ra; tL'o staff members frov the USAID Devebirnet 

Rezoxces U.fice, .'esrrz Scot E. Simith and Ernest: Ga-cia; and one stnff%. 

member of the- Controlleros Office, Yr. Fernando Torzes. 


