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Thiz report was prepared by a UNILD mission (Verld Dunh/UHIDO
Co~-oprralive Progromne), which vicibed Nolivia dvring the poriod
T Boveauher to 4 Dsceaber 1977,

Phe mission was CQak

e Thorion

wsosrs{ I Molina Lindustain) ensincer
Suhd winien lerder) ﬁﬁ .
(inﬁuntrﬁa; enonomiub)g lire Jo Lidvaki of IBHD wccomprinied the
mistinn during ihe £irst two wereks in the Tield, helped plen micuson
stravesy, and provided advice on sources of information., A Doliviun
conculting fiwm wor bired to adwinicter a questiornaive to a selected
gampic of small) indusirial enterprices in Lo Pos end to arwvings

.

contucin and interviews with repsesentativas of public snd privuie
institutions. Miezion wembers adminirtered the questionnaira

directly in 6 other major citics,

The linisiries of Plawnirg and Coordination, and of Induciry,
Conizeee and Tourism acted #8 Zolivian counterparts., Jogistic uupport
wat provided by the Yancoe Indesirial S¢A. and the Deparimental
Developent Corporations, The Notional Chanber of Industrice and
ths Dopertmontal Chanmbers of 1ndusify were mofit cffective in helping

to select and contact companies that were visited by micsion ncnbers,

8pociald acknowledgement is given to Meusrs, A. Valdes, Undore
secrotary of Plaming and Cocrdination, and Mr. R. Arrivillaga,
IERD's lesident Reprecentulive in Bolivia, for their help in clcuring
the misnion wilh the Government and in making preliminary preparaiions,
Thunks are &lso cxtended to all other Govexrument officiuls, represcne

tatives of financial) iustitutions.and munagerc of cnterpriscs visiled

“ w

. for the high level of coopuyation roceived. .

Avaneied n,vr:,].yr:'t.) andCl, Laceh%e T
- PR . . oy
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For ihe purpc.ns of the minnion and in agreomant with Government .
auilliorilics awl privete scvotor reproscatatives, small-soale industrien
(S5T} worn delinad as enterprices haviug Tized asseis bebucon UL 2, 500 .
equivalenl and USE 100,000 equivalent, excinding land and baildings,
end belween 5 and 25 employeer, Ior purporoew of definition, the
mirsion recomnenis 10 increase the mumber of cuployers to 50 end to
up-=date the likit for fised iavesimont periodiczily by means of

relavant indoxing,

Bolivian induvsiry ie in an corly stage of development, fhic
fact ie reflected by its share of avowad 12 percent in GOP and less
than 7 pereent of the cownlyyts total labour force during the nast
5 yeuri. lowever, 5SY are an inportont and dynumic regneat of tha
whele indusirial sector, conlriluting about 35 porcent of indnsirial
valve added, 22 percent of industirisl employmens, and 16 percent of
gross dnvestwent in indusicre The main 83T activities arc the
manufacluring of consuncy goods, such »s food, beverajges, wcaring

apparel, and wood and lecather producis.

Almost the entire yproduction of 88T is deciined to smoll markeis
in 1he vicinity of the production facililties. Due to tho lond=locked
rosition of the ecountry, poorly developed surfuace transport facilities
and ~ high production cosis, exporis of SSI products are limited

mainly {o handicrafts,

A sample of 97 companies wes vieited; however, 18 were found not
to comply with the cstablichcd paranciers for £5T. In general, SSI in
Bolivia have a one-man or vnhe~family ownership with al)l munagerial,
adninistrative and production responsibilities under one person. As a
conueqguonce, and to aveid the introduction of middle mansgement, companies
have to date deliberalely remained snall, a fact reflected in the .

averago are of 16 ycars for ihe companiecs included in ihe sample,

The manager-owner it typioally well-verccd in the cimple producticn
techniguen used in Bolivia, but lacks formal iraining and necds technical
assislonco in the ficlds of financial, oporaticnel and industrial

nanagenent,




In gopeindy worker: ars wradried by the conprmices Ly which they are
cwployed and nre congldered cRilled vhor Shoy hove wmore Lhm 5 ogrears of
on—the-dob oy erionee. Thoy demonsteste the abilily to Leara guickly ot
ghow o dieing tetion To vork accordive to & rerwlar schoednles  Lab
rades nre areng Lhe Yovart an Latin Awmericn, and the leginlalion

pertaining thercto de confusing und out--éntled,

Due to a chironic shortoge of worling copital, 081 usvelly buy
raw gralerials and cvpplics oa a a2ily or wcekly basie Lrom dupovbing
fivin,, therchy involwntirily rcnouncing the tex exemplions for which they

vouvid often bo elipible if Lhey dmported Qirecily.

Capocity ntilizalion of plari and enquipeent in 40 percont on ka2
average due to the lintled marhet, chortage of worlking cupitid, production
Lottile-necks, mechenical break-doens, low produstivity of lzzbum‘, 2l low
aurlity of produciue Transport problom:s of beth row imterinls and Tinished
products adeo contrivutie to low onlpale Meary of the smeller coupmmics
opcrite in rented premices or in a puirt of the owaer's housnsholdy consa-
quently, plant lay-out, muterial flei, and ccufort @nd sufetly Tor workers are
matlcers that show neglecis Production eguwinient and machincry are uvswilly

old r..nd/or secor.d-hand end lacking in repair and mainleonarcecs

Accensihilily to industrial credit is restricted to SSI that are able
10 cope with the relatively short maturiticy ard difficult collatersn
reguirenenis inposed by both public and private banks, Banks are reluctant
1o work with 58T beecanse of the risks perceived, becaare of 1he¢ costly
processing of often incomplete and ill-prepured credit applications, and
beeanse of the watiractive interect syprzade on existing lincs of credit,
The miscion recommenas the cet *‘b]m}nnont of a special credil line for
S$SI in the mgnitude of UGE 30 willion for fixed irvestment and
rermanent working capitals. Among several evisting altermativen, the
Bolivian institution weed cnudpp2d to adwinister this credit lince is
bolicved by the mission to be the Bunco del Estado (BANMSTA)e  In addition,
pupporl is recommended for the proroscd Central Rank /U‘.‘.IT) eaanrantlec fand
so thit its benefils mny be extended to S5) in wibaun oreas.,  Huch cupport
could involve tha pledging of up to USE 3.7% wiillion, therdby doubling
the ecapaecily of the fund thot bus alyeady been proposed.  The misgion
racout nds a programne of specinl assiptance to 85T in the preparation
of creldit and incentivo appliecationas and nopinetes the Bolivian
Institute for Small-Scale Industry and Avtisanry (IRDOPLIA) as the wont

appropriate institution to provide 1hin 1ype of acuivtance,

A veed for technicnl asnivtonece in basic business miters inelwling

fivaneirl wongerent and connercinlization was obeerved by the mission an an
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lpuri o Wi providing of new eretit facilibicees dncisiance in b

prepgirdion of bueedble perojects is also gonerc)ly necded by 551, and the

Dolivian inslbituabion recerncrded 1o adminieter theze services 1o once qomin
INBGiis,  Hevever, thic inclituwlicon would beol to be reorianized and strengthoned
for such an fwportamt task. A Tond for techmiceal ascistance 4o the extent roguived

yorld 11 for a minimum contribation of USS 500,000 (cquivelent to 10 wanfyerrs)s

M™e wiceien also recornends that independont minagem:nt centers ba estabe
1ished with the initial help of the Governments, ‘Mhese cectors should offer

troining in basic operational; adaministrative and industiial manageuncats

The Govarnment hac ne policy for 8SI, a fact ceflectel at all justitiiioul
levels, wiere a preference for lurge industiial mi‘cerpri:ms is apparvent, Bxiating
institubions denling wilh 851 are not properly oricnted and lack sufficient
regources and staff to have a measingful impach,

(livon the fact that a healtly and maolern SSI sestor in nesesnaxy for further
industrisz) dovelorment in Bolivin, the mission cocommsuds glving spanial a'b'tczz_-r!;'} on
to 851 in the countiy's developm:nt planc. It alsoe recomncnds molifying existing
legislation or eracting 2 special incentives law, possibly of & toaporary nasure,

for all existing and new 831
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The official definition used by the Ministry of Industry (both TILOPIA !
and the Diractoiate of Industries) reatricts €3I to onterprises having
fixed ascets ranging from USE 2,000 to USE 50,000 equivalent, Mor the
National Chonmber of Iadustry, 8SI fall within their Third Category
Mombership, which is dofined as having paid-in eapital boatween USH 2,500
and US3 30,000 cquivalent. One must rcccznine that these figures have not
been updated since 1974, and that they do not reflact today's valves of
money and asseta, Therefore, the Ninictry of Plamning and Coovdinration,
togethor vith  private and public seotor institulions doaling with SUI,
as well as the mission memboers, agrced in the course of a meeting atl tho
beginning of the mission to raise tho upper Yimit on fixed investment to
Us% 100,003, This definition excludes land ~nd Mildings, beeause those
assels ere of'len not ouined by 85I, Norcover, omployment (workers and fulle
tive administritors) was token as a sccond paraueter for 38T; the limit - .

was tentatively sot betucen 5 and 25 persons, cxcluding the ouncra lhoemselvaa,

At a resalt of the above, artisany ware dcfined an enterprises having
an investicent in equipment of lens thon UST 2,000 eguivalont and less than

fiva enployeciy  They wevo exeluded from the aonrvey. .




2.2,

The pre-voisetion of guelifying 88T to be visited and intervieroed by
the wminsion wai diffacalt due to innefficient slotictical dein on investment
and cuployment,  Oat of 27 enicrpriren that were viritved und evilvniad e,
the bauin of real value of cquipment and cetwsl coplayieni, only 19, or
about §0 porcent, complicd with the eriterin reparding volue of {5x.4 invest-
ment,  The emplojient limitation of 25 persens wie woi by only 55 cuierprives,
or 57 percent of the cumple. However, beeunse of dubouvr-iniensive preduciion
methicis and owaer-management clurecieristics, 25 compenices vith mera thun

25 euploycer were firally included in the curvey,

On 1le basia of the mission®s erperience, it is recommeinied 1l the SUI
limits on investuent value be updated pericdically in eccordince uwith suitable
indexing,  Additionzlly, an irercasc in the upper limiti of employneatl foxr SGI
to 50 jersons ie recosmended, Withowt such an incrcacze, a large numwber of

firme having the general characterictices of £5I wenld be antematically exeluded,

IR TANISTRTAL SPUTOR TN e POLIVIIN ECOLOKY

Statistical infermation, which are availible ~nd which continue to bo vged
in Forld Bank reports und Governmeni projections for the current Mive=Ycar Plan
(1976-1920), should be accepted with reservation. Many of these data, althoush
consivtent within themselves, are in the process of being revised by a muber
of agancics: by the Central Dunk Jor economic duta such as groas production
valuc and value added; by the Ceniral Statistical Office for population L
labour force and urban employment; and by the Minisiry of Jabour for

distribution of employment in manufacturing indusiries in urban arecas.

Within official ctatistics, deta on SSI are wavally combirned with data on
artisanry production. Mereover, most of these data arc taken from ofricial
quostionuiires which, for tho obvious reason of mirimizing tax licbility,
tend to understale copacity, invesiment, productirn value and valuc added,

The nmivsion has thercfore prepured a new set of data on SSI based on rovised
offici:l economic data, ar yct unpublished, und on the missionts findings in
the courre of interviews with 79 Bolivian small-tcale enterprizen,

e

1/ The 1975 Cenzus entabliched that Bolivia has a population of 4.6 mil)ion
us cpposed to the 5.6 million thut had been ectimated on the bisis of the
19172 Cennus,
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Bolivin it al en covly stage of industrial development, In
1976, wzrufacturineg industry employed less than 7 peyrcent  of
Bolivizts tolel lebour force of zbout 1.5 million., Conditionz prevailing
in 1976 cau be sunmarized as followss

e

YOLIVIAe Belected Beosonie Indicators for 1976

2 0 T B 000 N 2 00 0 s S e AR Sy s 250 V.

—.Valw Mdded - Groxs Productiom Velve EBaploymort
Foonomic ficclors $b':r§;ii‘;;) .P:.!_?.I"(.!fm‘f; Yh pillion | Percant 000 pexrons
Agricultvre 10,006 17.0 . 140
Connerce, Hotels,

Rostawraats 11,371 19.3 79
Mining . 4,867 8.3 . 46
Enerey, Transport,

Communications . 5,232 8.9 46
Manufaciuring Lo 12,5 16,185 100,0 103

Food/Boverages 2,623 44 7,031 41.9

Textile/lrather 1,611 2.8 3,641 21.7

Chemicals 1,722 2.9 2,532 151

Other Sub-sectors 1,348 2.4 . 3,581 21,3
Other Scotors 20,0083 34.0 186
Total 58,949 100.0 1,200
WrRSIMEIS . SBURAT' 3 W% BEEEIR

fourcet  Unpublished statistical data of the Coutral Bank, 1976 consus

on population, 1977 sample aoncus on urban employrent and houna-
holds, ' P




fimewer_ 3l 20 show the rost recont data o population ind

Wlav  wnd roral lubeur force, renpoctivily. 4nner 3 gives doladls on G
end overadl cconcinic grouth since 1970, Aecording 1o these detln, Boliwviets
pepalation totalled abhout 4.65 wlilion in 1976, growing al an wmual) rote
of whuut 2.5 percents The Tolivina etonomy  grew al an pverare

rate of 6 percunt por year during 2970319765 the mwalacluring scetor grau
elighily facler at aa average rale ol ‘(.2 percent por yenr, Those retaldin
were achicved during a period of politlicol stalility, of iner:e~ed world
morket prices for Molivia't main exports (imincrale nnd nen-fervous melols)

end of Tavouruhle wveather coaditions for asyicenlivrs) produsts,.

At the end of 1977, a drgree of uncortainiy var  inteodw:-d with

the announcument of general clestions schaduled for mid-1978. This coule peorsil):

roeduce prospects for economic growbh, st lenst during 1978. Hovever on-

oing efforts o increase vorldd morketl pricen for hydrocorybensyeoupled wiih

an increase in domestic productien of hydrocarvons as well as of ognacultosicl
and indvstrial goods,ave eipceled to counterbulance any negetive effcela arising
from poliiical wnrertainty. The Doliviun economy ey therelore, tontinue 4o
grov at a sicudy rate of ebonl 6 percent per anmum at during ihe previouz {ive-

yuuxr noriod, .
Jnpex 4 end the sumary table on the previous puge clearly indicaite

that consuuer goode centimce 1o be the main producis of Bolivien wmapulacturing
induntrics, J0od products and beverages account for sbout 42 perccal of
inducsirial output, and texliles and leather prodicis for about 22 percent. fha
cicnicil dndustiiy,as the third largest snb-sector, nccounis for about 15

peroont of indurtrial output.

‘e most recunt investigations into employment in
urban arcus,where meot ¢f industricl labour is recruitedyis showm in
dnnex 5, . These figures indicate that about 236,200 persona, or31 pereent
of the total vrban latour force,are preszontly u;zdc-r-emplnyccl, icesaxe subject to
irregmlar working hours ond fluctuating, gercrelly low income. The wun-
employcd conciitute about 60,000 percons, or 8 porcent of ihe labouis force,
These figares 21so show the important role thut minufucturing industry, ond
enpecinlly SSI,will. have to play Lo abuorbd arcund 300,000 percons who are

at present either undencmployed or wnemployed in waban arcan,
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Inforinaticn on ko botal nankor wnid sise of Lolivian indun triuw) entor-
Pl AL dnnerndete oo sralrodictorye The  Datianad Repiatry of
Indvatuien peintaiued by 1ew icinsorpletes Deppide Lhe fact that
pegishrotion dn ebligs oy an cstimated 30 uoreent of wll enterprines,
cuptoditlly e wma)ler onen, have fidled do eyl Bembernlip in
the Wations) Chunber of Irdauirics soveis amaddy mediam aed Javee inducteind ¢
entorprinen anld areladen srtivonmwhict they dulioe A ealorprises with
les: thun UG 22,500 eguivalmnd of prid-in erpitade  Tu 1976, tota)
membzrahin was 920 weterprians uhich he Chanbiy estinules 1o reprecent
about 50 percent of all exiate ug Indnotvial taterpriscs, cacluding artisons.

These cotimnten ore elone Lo the miusionts findinge, which have brea

derived {rom employnent catn.

Officiel data on industrinl erploynent are equelly incomplete and
contradicicery (coo Arrey G)e Blarting wilh teotal irdustrial
employarnt (105,000 persons in 1916) wid applying average emplomment #iguren
for eriisenzy and smallescule entarprive {3.3 for arty sunry end 21 for S5SI),

the tission prrived at the fulloving break=doin:

nis 10

BOLIVIA:  Musber nf'ulnduai;rjf;.].~1“.ntc.x~priaon and Froployceg

Size of Fnterprise Humbor of Fnterprdecs Numbeyr o Bmployees
Lorge and lediwn ‘ 350 ) 20, 000
Siall-Scals 1,600 33,000
Artisanry | 14,000 50, 000

MM TLITETTLIRN KBiagTINEILINTY

Sourugz Yisgion ostimates

THE _TMPORTANCT O S3T Y 0w BOLIVIAN RCCUOMY

.

The wission atlempied to doturmine the degree of SBY participation in
Boliviats’ cconomy by estimating ite share in cextain majox economic parameturi,

The share of SSI  in g@rous domcutic product (GDP) was aound
4.4 pereent. in 1976. During iho same Yeoxr, 4o .
S3Y vharc in total value ndded of mamfacturing indusizy wose in the order
of 3) percent.  This figure is relatively close {o dn cotimatoe wide by
INBOPIA (im 1972, The available data are summarized in the following tnbles

[PV —
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a9 018
Crese Domesiic Product, 2,073 . 248474
Vulued fided by iwfocinring Industry 2483 366.5
Valued Aidacd by 06 Netle 129..5%
e o FOTCT e
200 916
Valuad Added by luunfacturing Industry/Cii 11,9 12,5
Value Added by S5I/009 n.a. 4.4
Valae fiided by SSY/Velued Added Ly
Menufroturing Indusiry Neitie 35.1

¥ Mhis Cignee is calevletod by malticlring ihe nverage armval eeles per small-zceale
emberprise (U075 168,000 cquivelent) by the intud estimatcd nurber ol omull-scele

enterprivon \1,()-.40), in lvra suliiplied by 43 percent value addeds  fhe 42 percent
Ligvre ves devived Iran data collected fron companices inver \rlm.gcl Ty the miscion.

T R B e .

&gycu: Natiecral Aecounts agd winsion estivoles

The cfficial figeres in respect to Polivia's jabowr force aud induntirial
enploymart xoquirad wdjustment on the banizs of the resulis of ihe 1976 Naticnal
Centcne nn Populaiion, Tn 1976, Roliviats lalour force totalled abont 1.5 willien,
of vlich akout 50 percent were located in urdban arcas, Baployment in manvfaclwrir
indvsirien was about T percent of total labour force, end employmert in SGT alios?
one third of empleyncnt in manufacturing and ahbout 2 percent of the totel labour

force. f%his ir swmnuriged in the folloving table:

'I‘I.BL_Q_ 1° 4

stww

BOLIVTA: _ Bhare of §54 in Total iabour Poree and in Inheur Fosce in
lr).nuf‘m"turn'rv Seoetor

Mhovsards of Porscns

' _age T G
Total Labour Foroe ' 1,264.4 1,510.%
Bnploy.nm.t in Manufaotwring 88,8 103.0
Boployront in SSY 25,0 33.0

Percent

- (ORI '} (7
BEmployment in Manuluetvring/Total l.ubour Force 7.0 6.8
Znployment in 8SI/Total Labovr Force 2.0 2.2
Paployaent in SST/ Mployment in Manufocturing 28.2 32,0

Sources  Pivo-Year Eeonomic and Social Development Plan (1976~1980)




T o, o v el dey i ad v osataearing dncastiry, betl jablie
pod orecteg e dod to USD 12005 mid Tion equivalent, of wirieh thoe miccicon

LAk s o o et ool U 1YL 3 'm')]jon cevivalont, or wonnd 16 peeceat

anowe b sele diotuntyye Phe 1972 figure on ancerowenta) anduntreial dnvesioaens

an oonly whonl 29 percand of ke 1976 value, while the shore of £55 dn tha leotal
4 roes Uk oy 36 peracnl or lvice thal of 1976 These Fipuren dndisate o rededive
ipcvcnte Au dnvestiont dn mediwn and lorge-nenle menaluacturing indastry during
1he redied 1072210764 Dati ore pumaerised in the folloving toble:

w70 Y

Trvvertment an fianulooturinge Indvatey
e B el :

- W p——h apsroe.
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e

Usd miili 09,
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Tole) Ivcronsntnd Investrond
in Nanelecloring Indousiay 30.0 121.0 100.0 1¢0. 0
© Invactuont in ST 11.0 19.3 364 5.9

L i R L

Sovices  FuveeYewr Plan for Zuonomic and Socind Development, Operitional

Pain 197 7 wiel Volume 2, and winsion cotinates

Thure is a peveity of duba available on smsll-scale industry, and
therefore the minsien has estimaled investment in 88T by the followins methods

Nhe aveia e va]uc of’ assels per mmall-ccule enterprise in the sanple was
found * b; chout USE 141,000 equivalent. When multiplied by ihe total mumber

of compunics (4,600), iotal assets of 5T should be valucd at sbout

Us§  22) wmillior cyuivalent., Pulure expansion, cstimuted at a conservalive 7 per

cent por anrmwa, would rasult in an anueel invastmeunt of USS15.8 million equivdlent
Added to thiv ic ihe anaun? investment for replacement of exiuting assets, 'The
gampl > survey showed that the invesiment in muchivery and cquipmont it equol to
about 10 percent of {oial asseis for 8SI. It was alco found b, the mismion

that muchinery in ueed for o relatively long pericd of time and an average
lifespin of 20 years has been assumed.  Using these assumplions, {he annual

amount required for replocement of equipment shounld ba in the order of

Us$ 3.4 million equivalent, Thereforc, anmual investuent in $8I, for bolh

new and replacenent ansets, in estimated 1o bv axounu Usg . 20 million

equivalent. -

It is worthwhile noting the share of various cub-scetors of SSI in toseld
employment,in the number of remivtercd enterprises, in the value of grous
production, and in value added. To do this we have assuned th-.l thove companies
vhich ure regittered with IKPOPIA are represcntialive of SSI in Rolivia., The
soctor: of major importance are food, toextiles, aud wood, Chemical producta
are nlse dinporiool in teerns of grons production valuw and value added, Details

ara given in the iollowing eammary tobles
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IOLATI A Btatinkienl Detn on tube nectors of 00T, 1976

- - BRI 2 Z1 SRR DY s VIR + @
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Buployincat Noe of Reginlered

¥nterprisoes

Pood /Beyerosen 22,5
Textiles und Leather 15.6
Wood end Tumiture 28.8
Pepir ond Printing 6.0
Chenicel Products 5.6
MBineral Products 5.4
Non-Ferrous and Perrous Hotals 6.8
Frigincering 4.4
Others ' 4.9

Potal . 100,0

- .- e o

%
20.2

21.6
235
7.8
4.1
139}
5.8
5.8
Hel

ST Y. Yo

100.0

Grong
Prﬁd .
Vislue

%

Vird oo 2o,

[ R e L Y

%

38,0 19,9
7.7 17.4
15.0 25.4
4.1 8.3
13.7 11.0
3.0 56
2.8 6.4
3.4 3.8
2.3 z. )
100.0 100, o

T o oo

Source: INBOPIA, unpublished draft oa 831 and Artisan Horkchops

HCOTONAL DISTRIBUTIOH OF BOLIVIAN SSI

Gcnerzlly, industry is concontrated in und aroun? urban ceniers,

where infrastructure is more developed in terms of commmnications, pover,

water, seuwerage, banking,community eervices, etc,

Proxiuity 1o the main may-

kots nnd to labour are alse determining factors fox the conscnirution of

fnduetry in and around cities and iarger villagos.

The groatecut concentrution of $8I at the centor of g oity was

found in La Paz, wiercas in the caze of Cochabomba ond Banta Cruz disperaion
Relatively -
spenking, therc is Jcss industry in Oruro, Sucre, Tarija and Potosi, while

of induntries 10 the poripheral areas is beginning io occur.

in otlicr towns, villages and in raral arcas SSI im virtually non-cxistont,

In rmral areas, mainly large ngro-indusiries, such us sugar mills ox

vogatable eil cxtraction plants, are to bho found,




The folloving table shows the distribuation of ewpleoyment Ly Deportment
for th«i samplo 55 Lirms dmtorvievods

P SN

HOLIVIAs = Byl ovutit by Drpngtmont for funnje 841

Repariauuts L Eondovieat Rirms Vindicd
*
La Paz ‘1 . 6 ‘8 0
Coshabanha 17.% 21.0
Bunta Crue 1.4 11.0
Oruro 5.3 6.0
Chuquisaca 2.5 5.0
Tarijo 0.8 6.0
Potoni b - 5.0
Bend o3
Pando

”‘-
100,0

80ure0t 1iniutry of Labour, ' "Labour Statisties? and
miseion vioits %0 melcoted BSI.
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2.5, EERITY:)
hn dezeribed in the wminclonts texmo of reforenue, o nample of 19
ontorpricen, fullingg within the agrced delinition of 30T rnud roprenc.. -, the
pout  dnpsrtont  swoallescale indusiriul nctiviliocs (food proscuning,
tortilos’ end wearing apparel, lcuther and leather vrodyets, weod and wood
proeduets and building miterials)uere selecteds Misrion nmumbers, aceompanicd
Ly Potivian coanterpart:s, visitcd companic: in La Paz, Santa Craz,
Cochakawba, Omure, Polosi, Tarijsz and Sucre, us indicoted in Table 1 of
Btutiabica) Annex 7, 7 which also contninn information on ags, nizn,
typo of cmploymeat, indusiriel activitics, voluac of nales, and tcchnical
evaluation of the cample firme.
251, GTHRRAL, CEARACTY nIsTIcs
The avarags pge of the 79 companies was found 10 be 18 yeero. The
averese nunber of woriters was 2l. Other characterisiios and comparable
data from Peru, as ar cxemple of miother Jatlin American country in the
gourse of industrial developwent, are indicated in the following tibles
0 .
TApIE N 8 o e e
e ey .
BOLIVIA: A Comrarison of Chivecteriniics of 351 in Bolivia ond Parm
BOLIVIA (1976) peRy (0975)
Fixed asoais per worker (Us%) 2,100 4,600
Oross output per woxker (US?) 8,950 13,700
value added por worker (US$) 3,100 6,400
Value added by SSI as a 35.1 46.7
percentage of value added by
. manufactwaing industry ( %)

Bources Mimsion interviews with Bolivian 8313 IBRD SmalleScale Induntry
Survey Micsion to Poru (Deuvember 1977)
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he aboee dita eliny clearly the more advencod stare. of Pervvian S0l ap

* N M 1LY M e A} : .‘
covperod with Bolivion O8T in Lerns of produclivity and value addaed

In 95 porcea! of tho cases, bhe Jolivian  eowpmicn ivterviewed wore
Connd 1o b emed wad panaged by dndividucle or fanilien, ond tho otlhoers,
] ,imu:ﬂ.'ly the lurpeast co;rq:ﬁmiu:g i thoe cr::mp'.".-,;-, hove no more thans R probnerie
Procduct. waefachoved are roslly concuner poode, of mediuwm and low gquality,
pometimes of artivan type.  Cenvrally speaking, couivnont de cld, romelimco
sooond-tovd, 2uil citen poouly knintainceds The owwer iz in monl casen the
enly sonrce of icchricnl treining for employecu,  Copreity wiilisolion is
ou the zverage 40 vereewt, the main reasons being the limited domand for

producte &nd the ehorloge of working capiirle

EARLEITL:

Pue to the disudvantiage

topogreyhy and inudoquale in'('f-::':tructur‘a, the markcts for Belivion indnst

ges of being a land-loeed. cowntry, with rueped
arc nccensoevily linited to the urben centers where the produveiion uwnits are
locnted:e Existing surface transportaticn systems are inefficient, uwnreliadle
and coztlye Contraband and production Trom non-regiciered and thus non-tax
paying enterprives (espociclly artisans), make it herd for registcred SSI
to conpete. A nuaber of smaller compunics operate on the basis of special
orders only and nct for siock, thus incrcasing the cout of productiont in
this cese the finoncing of raw materials is made cusier hy the foct that
the doun-payment required can be used for this parpose. Thouc who produce
for stock frequently face tha problem of insufficiert working capital, even
thouzl: srles are nade on o cash-basise In exceptional cares, intcrest-free
credit up to 60 days is gronted to cuntowerss Commereial letlers of oredit
arc goncrolly not uzed becaure of tho difficultier experienced in

vediscounting thom,

”

l/ In Forn, £85I are defined as private entorprines with amual
nitkes of up to USE 350,000 equivalent and o meximum of 49
employcen (ree TDRD ,.m..l ~Seale Inductry Survey Minrion to
Puoru, report dated December 197'1).
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gub-cenbracting arvengements belveen luegs corpanies end 83T are”

wbilized in other comiries as o mewns Lo promote indnstrial dever opient,

and erpesially ihe develop -nt of 33L. In Bolivia, bowcver; sub-conbracting

it not yot prectizad cven by loxyge Government-owined erierpoises nnch a3
Corpor: =idu Kinery du Boluvia (CORILNL,), Yaoinicnton Petrolifcyan Piccalas
Boliviano: (YEEB) end Faprose Necionul de Ferrocarsiles ¢) Estndo (EdER)o
On ths controry, these entitics still sceept morchendicze from HIL on B
commicsion bosis and pay on en irrcgrlor schedule, souetimes up i0 6

ponths afier consifguneni,

Erporis ¢f ST are Limited to hundicrafts, some food end lewpthor
products end wiacring apparel. The enterpriscs visited expol ted leas then
3 percent of their combined pales in 1976 (scc Tablo 8 of Ltatiniical

Jnex 1),

Pnterprices with bigh quality procdunts de nol face markeling provlent,
Fheiy linitations to increzeed sales are relaicd to the lack of resources
for financing additiconal equipment wnd pernancat working capitel.

The same inefficient transportation systems lhat impede delivory of
products to worc distunt markels make rav materia) supply difficult and
oxpencive, SSI locoted in la Paw, Cochabombe and Sunta Cruz can purchase
raw materials from local jmporting fivme, while thouze in smaller touns such
af Potosi and Susro are often penalized by being obliged to transport

their raw materials from far-ouay importing centers,

A5 a result of limited working cupital, oome small enireprensurs ure
wnable to impori raw muteriuls divoctly from abroad in the rclutively large
quantities that reprerent minimum ordcrn, Instoad they are obliged to
purchuse on a daily or veckly bacis from imporbing firme, and in so doing,
they are wnablo to tc.n.ko advantame of customs duiles cxempliong cven vhen
eligible mnder cxisiing remlations, Additionally, SSI must usually nect
cash-payment conditions, althouch they comatimen enjoy short=term cxcdiie
of up to 60 daye at an interesi rato of 1 to 3 percent por menth, Tho
genaral rule is to by raw materiale and ethier ' inputs for cash and sell

finiched products for cush,
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Indacteles proceszang loenl agricwliural raw materials complodn
of hign pricei, low quality ond limited quwbitios, dus in port to

the ecavly stono of development of mod-rn poricudlural and animal

huchandrs; methodu.  In addition, illesn) cxports of rew mederials of

the buol guality (e.gs hider to frgentina) reduce ikeir availubility .
at xenonable pricss for Boliviaw induatyy. “Avotler factor devriving o
pmall inlestyialicts €rom usirg high cuality saw materinls s ilo luck

of slorare and nezuoning faeiliiies (o.g. - T grains ord Linber).

As night be expreted, induvetries producing traditional consunrr goods,tuch

a8 food end cottos textiles wund wearing apparel, are lexs deperdent

on iwported raw mitceials thin are enteiprices producing non=-iseditionud

more sophisticated producic, cuch as chemicilde, metal and clectrunic

products, Table Wo. 9 indicalru the origin of raw melerials uscd Wy

the min inductedial branches of Bolivian H07T,

AR 'o '
hRLz K 9
BOLIVIA: locel ond Tmported Faw  Materipl
by Brorch of S50, 1975
Loeal Nou Yaterial Imported Raw Matcrial

§5] Branch Perecnt Percent

Pood, Beverages, Wood + ' .
Wood Products, Furaiture,

Non-Metallic Minerals € - 100 o - 20

Clothing, Leuther and

Leather Products, Non- '

Porrous lelols % - 00 20 - %0

8hoes, Chemical Products ' 20 - 50 50 ~ 80

Printinz and Publishing,

Chemicals, Glase Products, ’
‘MNetul Produets, Mechanical

and Rlectrical Bquipment 0-20 80 - 100 .

ources  JNBOPIA, unpublished report on 831 ond artisan type ' .

prodvction in Bolivia, = .-
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Aa is the case ln many developing countries, a charactervistic of
S2I in Polivia is  one-mm or cne-Camily monyroment, Kven in tho oo
of a family-oumed enterprise, the tendency o for Lhe stromgest povsonalily
(gonerally the old.at man) fo assume - all tunctions and responsibilities
inherent to the opurotivn, (rem the acquisition of raw naberials and the
hiring of poruscnnel to the sale of finished products and tha keeping
of elcuuutary finaacial end production resdrds. Somctimes the same parson
is 2lso diavolved in actusl preduction,” ip operating machines and tools

and even in carrying materialu,

A resmlt of this situztion is  remiuvtance 1o growth,

because bzyond certedin limits it is not pounible for one porson to cenfarol

all thinga, Insteal of introducing niddle mamzgumeant and ihug
evolving into medium-scale induslry, enterprises are deliberately kept . ’

em1ll or within what is coasidered to Le a "menaseable size'y indefinitely.,
Thercfore, ond taking into consideration the limiled moidcet and the
relatively low eapacity utilizatior, it is not srprising thalt 51 percent
of tnc companics visiticd by the miszion wera found to be more than

10 years old, 31 percent to hove cxistoed for more thnn 20 years, and the

average age to te 18 years.

The concentration of wuiliority at the vdministrative level is showm
by the fact that, within ihe samplc, the averag: numbar of percons with
administrative capacity is 1.5 per enterprisé, whersas the average number
of workers engugod in production is 19,5 per enteorprise. These results

do not consideyr the use of part-time mccountants and other parte-time help,
which is gencrally found to be the practice.

Normally, the monoger-ovner ig a'person with mony years of
experience in production (a competent carpenter, shoc-maker, tailor,
ctc, )y well-versed in the sinple production techniques that are
chaiacteristic of GSI in Bolivias On the other hand, he uswally lucks
formal wagement training, and hiu practical ezxperience in often
affected by nisconcepliona. e nsually docs-not knovw the basic elemonts
of accouniing, production plaming ond contrvl, ~nul marketing. Mincnoial
statomonts aro genccally proparéd by outaidern for the buncefit of

Govevmment anthorities and mrely vefloct renlitys
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Unfortuniiely, finaneciald data are urunlly not wood oo tools to measure
perfoiminee nd t0 signal ti1bnble spody, but rather to minimize tax
abli s tions, ‘

The orgrnization of 4he production process was generilly (ound to be
inefficicut, with resulting vaste and accumnlation of matorinls in proceas
aleny the production lines. Low produst quality and hizh pr’bf!.uci.i.on cogtln

are the result of the poor manigement obsurved,

As a general rule, no efforls are made to open new markebs ir neighbouring.

townis, regions or countries, partly due to o non-ogressive managewent attitudes

The generally low lovel of managerial copability within 5SI could
be partially raised by CGoverameni-snonzered cxbension services, which at
present do not exist in Bolivia,  The most urgent noeds fall wilkin

the folloving entegorient

Fin: il Fanozement, ineluling general, cost and cash accounting.

Indvstrial Mangonent, including produst desigm, quality control,

materials niilization, materials flow, . production techniques, :

industrial safcty, and plant maintenznce and repairve

Operxtional Mapyromont, including procurcwert of raw materials,

marketing of Tinished products and marke$ »cse¢arch. Project
preparation, complisnce with Govermment requirerents, and knowledge

of business leziclation shonld also be included in this category.

This lype of technieal assistance needs to be orgwnized by the
Bolivian Coverument through a public ingtituticn, with help from inter-
natioral orgarizationss Since many Bolivian SSI are alreadr accustomod to
paying for accownting sarvices, it i: conceivable that a nominal fec might
be charged 1o tha beneliciaries, However, evon if assintunce is given
on a fruoc-basig, the costs to the Government would ba compensated Ly

inoreased employment, inecrcased income tax revenueu, and a healthier 38T sectors

Another import:int eontribution wonld be the orpanization of
"Mana;emend Contera®, vhere seminars on the most important managenont,
adminictrotive and production tochniques, at the approm-iate levels
and using competent instiuclorn from Aolivia ard abrerd, might toke place
poriodically to complemout the practical oxperience of Boliviats ::mrxll-nc.-zl_n

buninascmens AL present, there ic no public ov private iastitution
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engicoed in thene activities, [t is alro a field where intermational
ansictunce icht play an imporlind roln.

In gonvral tlherc it a leck of confidenca on the part of tmall-
cenle eabropreneurs in Goverrmont anthoritics, whe give the impression
that they are mainly inrtorested in increaning tav-reveuues and not in
providing assistence to the Lusincen commeoity. Thir ic o sitnation
that will {eke some time to change, requiring a rosl cifort on the
pard of public instiiulions to shou that they can be uuelul as chennels
of financial anrd tecloical asnsistance, It is an obvious rccomacndstion
that public insiitulionr chiovld lry to improve their imaze by boeoming

more efTicicent,

265050 LADOUR, SNILIS AED WACES

The sample reuulis show thel 29 perceni of the workers are skilled,
39 perceni semi-skilled, and 25 percent non-skilled. As a maticr of
definiticn, a skilled worker is a person with more than 5 years ol one
tha=jo0b experience, .usually as a machine operator, and with the ability
to pexrform his work vith a mininum of supervisien, In 99 percent of
the cazes, he has bteen trained in the same enterprise in which ke is
now vorking, end where he was initially recruited as an apprentice,

Usually h~ hes no formal training.

It appears that most Bolivian workers have the ability to loawn their
trades quickly, LKouwever, as in other Latin American countricyy, their conne of
respontibility is questionable, and they are often unwilling o accopt
regulac vorking hours, Therefore, when a Bolivian entreprenew tpcaks
of luck of “qualificd personnel® he is ofion referring to a luclk of
.responsibility on the part of hin persomncl. Industrialiuts report that
abzentecism is high among workers and is one of the rcasons for low
capacity utilization, They elno cite carclesanens, indifference to the
company®n wclfare, ond continuous domands for inercaced compens:ation

and fringe Lonofits as other negative atiitvdes,
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On the ¢ther hoirdy some of the cewller componies and
artdsan ohaps e Froun 4o Py wages well below the legal winiam,
to avoid poying bonuues, and to relain rocial securidy coatribulion:.
Undey suech conditions, it is hard to Find workers with a senue of
recponzibilidy ond even hueder o jusiifly hipgh profits when dliey are

obtained by the above methodie

There it disarrny in the exiisting lobour legiclations Minimam urgen

ave ficldem revised, and the prefersed method 1o increasc coaporsciion
in to 22d arother bonan 4o the extont 1hat woges Lhennelves cre only

a rmall part of total coapensnlions The systiem has mony Jeopholee ond
Jeads Lo confusion and wicinterprelnlions DNespite the incemcictencies
found in tlie infornation obtained diractly from the compznics? managers,
the most Trequent ranges for montlhly labour compersation, including

fringe bencfits, are scheun in the foiloving tsbles

TARLE i 11

BOLIVIA: Monthly Jobowy Compeonsation in Swail-Seale Indusiries

Bolivian UeSe Dollara
Yeron equivilent
Skillel workers 3,502 to 4,500 175 to 225
Semi-r)rilled uor‘.orq 2,50C 1o 3,500 125 10 175
Hon-skilled woukers 1,000 to 2,500 50 to 125

Sourca: Mission suivey results
SRS e wwend

Examples of fringe benefits (vhich are not always provided) arc
"Chyistnas bonua", "half year bonus", “prima legal" (2% percent of
company's profita before taxes), cocial security contributions, and
comniteary ncrvices for compunies with more then 20 vorkers, Thesc
bencfitr 1ange from 20 to 68 porcent of base piy. The degree to which

observed varics by localion and cven from company to compunye

Avare of the nced to up-date and consolidate oiiuting legirlation,
the Bolivian Government is ntudying o new Labour Code (Movember 1977)
that will, hopefully, climinatc problems of comprehension and
inconsistency of applications Consistent and clear information ic
nocecsary for both cxisting industries and new venturcen.
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JOCHLRTOM, ARERCT
RIS SAMIAGHE SIS L ST

Enly A2 percent of the compunies viniled ehoged a catiofaclory lev..
ol canocity wiilizution (more 4k 60 pureent of instelled c:n.p:_e.r,-:'o.ty),
while the avernge i 40 percent.  The moat frequent reasons for low
capacily utiliziticn aym(1lnuuffiuioni deand for pv@ducts,uui(a) choriage
of working ecopitz). From the declnicnl point of vicu, production
botile-nceks, cuuiprent breal--Gownsy low productivity and mnrelicbiliny
of lubour wsre the muin laslost responsible Jor thi siluation. Tronsport
problaas and inadegusts quaalily and quolity of raw weteriids ave olher
constyoints. No correlatien vas found beluera age of conpanies and

capecity whilization {see Pables 2 and 10 of Stadistical Arner 1)

Despite the rother einple production prouesses and technology used
ky £9)% in Bolivia, obtoul one third of Lhoue included in the sumple wvore
found to nezd tcchnicel essisianes to iuprove their produciion techniques. :

i
Most of them anpear ‘o necd help to improve product desiga and quuality. !

The majority of SSI operate in renled premines or within the owmer's
home. Degpite aduptations,neither location is 1likely 1o providc a proper
layoui, wilh easy accefis, smooth £low of materials,and corfort and safely
for the workers. For some, the problem could be solved by moving to indusirial

estates, the constiuction of which should be further encovraged, or to their

own premises with the proper financial ascistence. FPor others that must
remain in the center of urban aveas, for proximity to markeéts and other reasons,
Governnent intervention may be the only solution, particularly as conccims

the safcty and welfare of workers.

Wastage of rav materials is due mostly o relactance to ure proper measuring
and carrying devices und to dcficicneien in the training of WO,

Litt)c attention ic paid to wastuge of e:octricity, water, and fucl,.

Machinery and equipment are in gencral old, in conformity with the
age of companier. In some cases, it wee found that nccond-hand eguipment {rom
Brazil and Argentina had becn imported for initiating operaltion:. Iack of
maintenance and repair contribuile to the neg:tive acpocts obnerved, cspecially
in the cose of omaller compinicts  Difficuliies in obtaining long--term credit
for replacement and wodernization are among ghe primary reasons for the

frequent use of worn—out equipment,
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In.ciudying the financial eircumstonces of S3I in Bolivin, it
must bo kept in mind that sloticticn) dota based on tox rol nrns are 1o
& large degree invaccurato, Tt in & common praciicey, for el Tirms
in pirtievlar, to report cnl}: o oprll portion of totrl sulen revenua,
with ihe result that only o fraction of o potential tex Mability
ig acturlly puid. Whiw leads to distortion of asset wi nes, as
well an to u febrication of cout and profit figurass Tox returns
are usvally prepired by prefessionzd accountsnis cmployed on a
part-time basise Prom ihe point of wview of the entreprencwry the
high cost of this speeial service ip mere tha Justificd by the tax
sovingn, T{ i mleo apparent thal statistics on rmrorfitebility of 85I
world be eignificantly eliered if reperting of income wore more ‘

etrictly monitcrzd by tha Covormments The of 04eind cerporite income

tax rule is 30 percent cxcept when, as an investrent incentive awarded

by INI, the rate is reduced to 25 pecconta

In view of the pmctice deseribed abovey, the mission erdcnvoured in
the courze of n.tc*wxcm. with 85I to ascertain real values in prefercnco
to those reflcected in official accounting recordss These effoiis of ten,
but not alwayz, met with vuccess. This meant beins content with oral
approximations, as written records rof flecting real income and expense
were rarcly in evidences Nevertheless, the mission feels more confident
in the figures oblained in the course of the intc «=vicwf= than in any
officirl written rccords of the Govermment or of ihe c‘)mpnmc...

. . 5.10 2. Pm:'l;']‘ABILITY

In epite of incfficienciec, limited market potential, and inncecensibility
of btunk credit, 8SI in Bolivia was found to bo gonerally profitoble,




Au expleined in Seotion 2,5.7.14, one reation for thin profitobility is Lthe low
adferlive rote ol waaiion, Anoller reason is the existonce of a large and

cheup Joboar Torce not alwoys subject to ménimun waze and beneiit ropulations,

When profit in mcasurcd ageirnst the invesiment committed lo
obtainiag thic profit, we fowmdthit h2if of the companies interviewed
eporl st prosu camings in cxcest of 20 percent of tetoal coueli,
Scventy--threo pereent .roportnd more than a % percend rotvrn on toial
ussots. Mnly 4 out of 79 compunies were in a lots potition, end that wao
believed to be 2 tomporary sitvation. pProfits remvining alter taver and aftey
compensntion to creditors in the forim of intercst were in excons of

10 poexcent of tetnd sssetn for 45 percont of the zample,

The corning power of the ownerchip investment uas found to be
corrcapondingiy kighe Thirty-cight percent of the firms interviewed
reportcd a greaicr than 30 percert peturn on ne’ worth, and 5% percent

indiested a grealer than 10 percent retuin,.

Prcfit margins arce nornally high. Barmines before interent and
taxes wera found to be greater than 20 percent of sales in alwost
half of the cascc examined. TFor the same nmumber of eascs, nct profit
excceded 10 percent of sales, and this would probably have bcen higher
if 0ll respcnden't; had bewn ecandid about giving ihceir real sales end
profit figurcs. An annlysis of ratios regarding profitability is at
Annox 8, |

The profitability described above muat be concidercd also in
light of the relatively low inflotionary trend in the economy, which
has varied between 5 and 10 percent per yoar over the past 3 years,
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The mastion found o goeneral pattern of sirength among. 53T in torss of
ahiliiy to meot cwrrent obligations.  Data on current atscts and cuvrond
Liabilitics were obtuined only in Lo Pasz, Cochobamba  end funln Cing,
and in thnoe arcas 69 percent ol the compuni e nlervieved repurled
current aspels grestor then twice the wionnt, of current Liebilditicu,
This vellucin the tendoney to corey lavge inventorics in sponte bo
tupply proebloas, the ivebility to obiuin raw netorinls on o credit
bazis, and the dicinelination to innur chort-term debt becavna of its

relotively high cosl ar well as tedious applicotion provadurces.,

The asemapiion  that small firms in Bolivia operate for the mont
part with thciv own fands and rarely with borvowed moucy wis verificd
during the wwvey. Tn only 24 parcent of the cases were more ihan %0
percent of tolal aszeis financed by a company?!s creditors, In 41 pereent
of the cuser leos than 20 percent of totw) assets were provided by debi,
either leng  or shorl~ticrm,  Three firme reporled no debt of any kind. Thae
pocition becomzy even clearer on exzmiration of long-ierm debi in tie
capital ctevcture of the compunice. Forty-six percent off the firus inter-
viewsd reported no lonf;—»tcrm debt at all, and 18 percent of the Tiran hud
lens thar 20 percent of their capital recources in long-ierm debt. Ouly
11 finzme reported o greater Lhan 30:70 (3eb't/cq\1.i.'l'.y ratio. Non-availibility
of long-term money on reasonable terms is a major reason, and of paramount
importunce is the question of collateral. It is aleo worth noling thut
smal) businessmen show a certain reluctunce to expose themselves io bank
anditls in conneclion wilh loans, lest thio act compromise them in the eyes
of the tux anthoritics., Annex 9 cerrios an analysic of ratiou portaining
to liquidity and irdcbtednecs.

BANE_CRIDIT
Almost withowt cxceplion the companics intervicwed cited inaccessibility
of bank credit on reasonable terms as a major financial problem tending
to limit their activitios and acting as a disincentive
to inveslienl,  The owners of smal) busincsees generally find it difficalt

to obtain Wk financing, parlicularly in the form of long=ierm lonng,




perticvliorly for pevmnent working capital, and partienlarly in the more rc.m

The delsye cexperienced in procesting loan applications, a procedure litile
welnrsiood by small-scuale businessmen, is o further detersent to applying

for bLoak loanz,

Polaviate comucreial banks are reluctant to lend to SSI boecuuse of what
they perceive to be a high-risk faclor, Conflicting opinions werce oblained
in recpeet to vheiher iliere i in fuct a higher risk in lending 1o ol
seale industry than there is in lendinge to larger Cirms,  Inoomuch on SST
in Bolivia is fonnd 1o be just as profituble il not morc profitable thun
mediun and large enterprizes, the fewr of high rick may be more imeined

than real, llore ihan likely the belavidur patterns of =wmnll busincnsicon

e N

wadermiae confidence on the part of the bunkers, Commerciul banks arc reluctant |

10 lend to S31 also on the grounds ihal lonn applications from this sector
are costly to procens end thet the loare are expensive to nuporvisé, piarti=-
cularly when one considers the relatively cmall amounis invelvad.

Bankeys ¢laim that an inordinsie amount of sinff time is needed

to extract the necessury qualifying deta from small-scale entreprencura,

It is o fact that the éprcads on existing lines of credit are not sulficiently
atiraciive to cover the cost of lending to SSI, especiully when one considers
.altemate invcstmgnt'possibiliuibﬂ evailable 10 the commeraial baukse -

The terms under vhich bank credit is available are almost universully
conaidercd by small-scale entreprencurs Lo be unreasonable, Tirst in terms
of intcretit rates charged, second in respect Lo repayment periods, and third
in regard 1o collateral requirements. In Bolivia, interest rates are in
fact rclutively high beeguse the Tinancial cost of resources to the banka
is high, Inierest rates paid can vavings deposits in pesos range from 10
percent to 11.7) porcent, US dollar deposits yield up to 9 percenl per
annum, ‘he average cost of rezources to Bolivian banks is roughly 8 per-
cont, btut this varies depending on the proportion of savings ancéuntu to
current accounts, the amount of rediscomnting in which a bunk engages, and
the amount of forcign borrowing incurred., Interest- rates charged by
commercial banks to 86T vary from 12 percent for louns discounted at the

Centra) Nank to moure than 30 percent on chort-term commercial lounc with
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intercsl proprid and various comnissions attoehed (see seetion on private
come: el hnuks). Iot:] currency loans from the Banco Indurnlbaiad (BLSA),
which wre rarcly available 1o 807, urc mude at 15 pencont, and foreign
corrency louny from thz saws sowrce are in the order off 12 parcent,
Compznicr ihet are forecd to go Lo privete money lenders Tor shori-desn
crcoit becsuse they commot neet thoe conditioas of comncreial burke wunl
pay oF fective interest rencing as high as § 1o 10 peroent por ronth, In ordcr to
avoid drliyn, reé-lape, and the possible caharrussment iuvolved in astod
appraize) (viue tax lViability), small-scale industricliste oftlen

aceepl offers of bi-luboral finoncing from forsign bLawis in conncclion
witli the parchase of machinery end cquipmest (nec mection on privatle

commuerc:al banks),

Repuyment poriods or loans from commercial benks are usually less than
% years, ang groce periods are rarely avellable. There is, howcver, a
movomert into lonser mutwritics, because recent bank legislation o
forcing tha commercial kanks to loep a larger pereentnge of their porifolios
in medivi-term doans (Zee section on privaie commercial buvke ). The principal
devalopment bark, BISA, makes working capiial loons for up to 3 yours and

loarie for fixed usseis up 1o 10 years,.

The general practice among Bolivian binls is to take person:d
guarantecs on all leane under 3 ycaru,':md mortzages on real properiy,
mackircry and equipnent and invertories us collateral for loans cxceading
3 years. Jonger term loums usuwlly carxy boih types of guavantees, The
guoranice policy is vonservative, the banks normally reguiring up to 2 times
loan coverege with real estote and up to 3 times coverage with nechinery and
equipmani. A number of firms interviewed asserted that bonks huve asked fov
loaﬁ coveragze of 5 or 6 times, but this probudly sions from discrrecmont over the
appraisal of the fair markel value of the asnet in quostion, the bunks!
appraisers attaching lover values than the owners themeelves vould estimates  In
any coge, guaraublics are wounlly contrideved Lo be uxcessive and o real

hindrance to the usage of bunlt eredit .

. e m e - AP = —e——— - e
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In the opinion of the Bunco ded Ustado, which hud particulirly cone
structive advice o give on ways to assict OSI, the slendard foim of
collatcral should not be applied to this seclor. lMore reliunce should
be placed on the muvils of a given project an the bhest form of gunrantee
Tor any dbank, and this raises lhe question of technicul assistance to
entroprencw s in preparing bankable projects,  Anothor an yoel little
used form of puavantee i3 the assignaent le the financing agency of the
saleos proceedae rewulting Frow any given project. Nowever, this once agein
cails for coestly pupcrvision, which the banks are relualun® to nccepts In
any case, it 18 necesswry to agree with the Banco del Msiodo ihat npeciud
and nol stondard arrvengernonts nced to be made Tor scourily on loasins to swall
enlreprencurs due §o their general inability to meet siandard collateral
requirencnts.  The nely propeced Product’ve Credit Guarantee Frogiam of
USHID avd the Contral Bank merits spocial witention in this regnurd (sce

.

pection on Central Bark).

TUSTITUTIONAY FRAVTIORK  F - or - e

et agr e ve e

GOVERTILT POLICTES
Tue Five~Ycar Davelopment <ian 1976-1980 calls fer a more dynamic and

balanccd participation of the industrial s:ctor in GNP, peinting to the
rather dow (12.5 percent) contribution achicved in 1976 and to the com-
pouition of industrial outpul, ithe latier consisting mainly of censumar

goods that are ucuwally manufactured in small and irefficient wits, The

plan cnvisages a growth rate for industyial production of 9.8 pciccné

per year compuved with an average of 1.2 percent achicved in ithe pravious
five-ycor period. According to the plan, the cowniry is to take advantage

of export yoosibilities within the Andeun Group and olhor neighbouring
regional markets, ond an expunsion of the domcetic market corresponding to
an incrcase in population, personal income, and availability of raw materiuls

(e«g. minerals, natural gas und oil, farm commodities).

)
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Tolal nov investment Cor the five-yorve period ju eslimated at
US2 2.2 biliion, of whizh abont USE 1.7 billioa (16 pescent) are for public
seclor progectn,  Slreong ewphasas is pal on large projuclhn, cupucially
thouc devtind for bhe Andewn Narkel (metad, weenavicnl, pelrochenical
and entorolive produsin), and the processing and refining of mincrals

(tin, copper, zire, silver, bitiauih),

No ment.ion is mnde in the five-year plon of ike rele BUT are expected
to play. I fact, there iz rol a clearly defined policy tewnrd: ihis
sccltor, altbough it in obvious that wuany componentls, intermedizies and
scrvicens necessary fer the larger progeclsn will have to be cupplicd from
emall and meldium~iige coberprises,  These musl be planned and orgunised

well in advoence,

This lack of a Qovernment policy toward £SI is reflected at all
institvtions) levels, wherce preferenca Tor lorge projects oxr enlerprises
i apperent. The sitvaiion is not 1liliely o change @8 long ac perlormance
of Governmert agencies dealing with industrial devclopmcﬁt a5 mezsured in
terms of invoutment value, valve of industrial outpnt, or muuber of jobs

orecated,.

Another tendency is to confuse SSI with the artisan scctor at the
other cnd of the scale. Altheugh artisans and smu.ll'ind'mmtr:ié.v,listn have
gome comnon Features (ovmer~management and problems of zeces: to credit,
incertives and Goverrment protection), they are essenticlly srexeont o in
Bolivia. Artisans belong to the informal soctor und function were or less
at the margin of the Governmentts krowledge and controal and axe therefove
not subject to tuxation or repulations regardingminimum wages wid fringe
benefils. 58I are expocted io conform to Government regalotions, alihough

the degree Lo which this is cufercod varies considerablys

Small businesses in othor nectors of the cconumy such at mining,
agricnltuce and artisanry, wre nowadays recciving more attention than
i8 85I from the Government and from instituticonn like IWRD
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und DSAYD. There have axerted considorable inlluonce in tho

estab? inkacal of policies and proceduree Lavonving the devolopacnt of
thesa pecvors as o pree-condition for financial assistance.  Some aid DO -
gravzs an bolh mirnd and wrben reas focus  on sirall Lusiness o & moans

Lo fighl peverty aund achicve o mor- rationnl and Just dncome Qintribution,

Howvever, B3I have benefited only marginaliy from these PrOSLINCS o

The situation of SSI in Bolivia contrusls with other countrius,
inclading those with a high leval of inducirizlization, vhere there is
recogaition that prollems afferting 85T differ from these of lrrge and
medivi-cive enterprices and Toeom those of the arlbican cector. This
recognitien has led to specicl lepis)ation and teeoutnent for 381, in
the wnderstanding that these wnitls are the secdlings of larger caterpricces.
A vies: and stagnent 85I, such as we find in Bolivia, will in the opinion of the

misgion never lead to sound indurtrial development, Therefore, it it adviseble tha

the Bolivien Governmont imitiale a comprchensive plan in Tavour of SSI,
sctiing-up adequate policicu wnd gonls, cstablishing priorilier for | -
industrial activities, and identifying critica) arcas in which

overnmental aclion is necessary. At the sama time, strengthenine and
] L <)

reorganising existing Covernment institutions should be carcied out,

JHCESG T INCENTIVES

Inceniives for all new invesiment are grantcd under the "Investment
Law" (Docrec-Low No. 10045 of 10 Decembeor 1971), which ic adrinistered by
the National Instiiute for Investments (1M1). Chapters V and VI of the
Investnent Law deal with indusiry. The "Rules for Nationa) Industrial
Integration (Supreme Decree Moo 13050 of 7 November 1975) apply to acsembly
industiries and give INI tho right to decide upon Government incentives on
the busis of ‘pro;jectcd value added. In neither cone is 851 trouted diffexrently
from any other industrial coctor,

The incentiver provided under the Investment Law are mummarized in
Annex 10, Tho moust important incentives are ! (1) cxemption from import dulies
on machinery and cquipment, raw matcrials and cupplies not produced in Loli-

via, (2) rcefund of customs dutiocs on raw materials and supplies re-expourtcd an



vinished prodieotsy and (3) an cortain coses itucome box osonphion

yropestisnad o reinvestmant of profifes  Jow duduntyrice are divided into

three eategorien eecording to the ecowvmic importaince of cach wetivity, the
firsl cabogosy rocciving marimam incentives, Activities iunclt+ded  in Lhe .

first culojory are these rolated to the progeanuazs of the [ndewn Group

(netal, mechenicnld, pebrochoauica?, cheicel, phoarmachemion ), outorotive,
oleeteic end cleclronic ]_n-oducta:). The vecoud catenery inclades production
of intcrmediaie goodes and inputis for Livet catepory prodects, agre-industrics,
conswier ¢oods and cxplosives, Other nroducti not covorcd in ithe first tve

groups bLalon; o the third cutepgory.

In addition vo failing te provide sperial trceiment feor 58I, the
Investueni Law and ite applicetion have divadvartizgen for the ciall-scale
entreprenewre  An applicetion for benel'its recuires u cemplete feasibility
ptudy of the proposa2a invesinmeni, even for o modest investniond or replacencnt
or improveneznt of existing installationz. Since in & giecal number of cases

the incentives are limited to custons duty exempltion on inpoitcd machinery

and eqnipnent (abowut 10 percent of c.iofe value), many SSY are aunlo-

matically coxeluwdzd boecaase tha cost of the feasibility stuly crcesds the

tenefits, JAdditionaliy, applicanis repoxrt 6 to 24 months proc.osing time
J 9 i bt ¢

with coriesponding price iucreases which SSI camnet afford. To nmany

emall~scule businencumen the Iavestment Law iz difficult to uaderstand,
thereby necessitating explanations and wscisteorce in prepaving applications
for incentlves, In somc cases complete ignorance of the Jnvesiient Law

was found to exist, indicatling that its promotion is neccscary.

Export iucentives are confined ito the "draw-back® cyuicn {or imported
rav materials and inpuic. Por financiul and practical reanons, 35I are not
able to import directly and therefore benef'it from the cysiems  Information
regarding fiecal incentives for exporters froequenily reaclies only the
intermediariecs engapged in cxport scales and not ihie manufuclurerse In
contrast, other Latin American countries have export bonuvses which
allow for thc refunding of custom dutics on locally purchiscd raw
materials and eupplies that were originally imposrted by coiaercial
firnz., In the latter rempecet, the exuuple of Colembia should be

etudicd for ponnible application in Bnlivia.-l

y Expert incentives of this mature were recently chacted in nc_»livin but
are nol yet in effoct (Dovrec-law No.o 14803 of 8 Avgust 1971).
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Togoether with wimplification ¢f oxisting application procedures,
the Investnont Low urgonlly requires amendment if the Governmunt
serioas)y inlowds using it as o teol to prenote private inventment
in general, Tho  present requiremont for a 60mp1etu fearibility study
in order tu eslublish eligibilily for incenlives, vhile obviounly
nocessary for ncew ventures, shondd be relaxed in favour of & brief
gustificctvion Dop evpansion or modernization of existing iumulle
scale bucinesseu,  The incentive for the reinvestuent of enrningn,
neaely redvetion of taxable income by the amount of the reinvestmoent,
is at present limited {o further investuwent in the same compony which
pencrated the carnings. It ic reconmmended that this incentive apply
to the crcating of new capscity in any form, c.gs in nevw ventures or
in other axisling fixmns. Decentralization of industry to lers developed

regions of the country could be assicted through utilizing this incentive.
All ruch modification of oxisting incentivee and vhe introduction

of nevw ones could justify a new gpceeial legislation for SEI or the

incorporaticn of tpecial provisions into existing legziolatien,

DESTITUTONS yEALTra urma g5y

THE _STCRTEAYAT OF THE NATIONATL, COULCIL, FC» TCOHCMY AND PLANNING (CONE’P!:Q_’D

CONTPLAN performs the general tasks of planmning and coordinating
for all sectors of the economy. It is =lso in charge of prcyaring
socia)l and cconomic surveys for the varioune executive bodics of the
Government, CONEPLAN has played an important role in the preparation
of the Investmenit Law and in ithe ercation of the oexisting inctitutional

infrastructure desling with industry, including SSI.

Finaucial and crodit institutions are not included in this scotion
but raihor in Seotion 3.4,
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The Gecrolarial of COUMPLAE bas an Industrial Scotor Nepartment

that prepores, ovaluites and up-dale: on ar annocl boais the five-

year plane for indasiry, for which pusmpose it collests information

from public wnd privele fcuces, As wentioned prev.ow:ly, neither

the Pive-Year Plan noe the 1977 Armaal Plan conlain policinn, slrabtngics
end goals specifically desigred for 851, It i ovident that CONKPLAN

is concentrating on large-scale projects as a means 10 uccelerate
industrial dovelopment.

ISR BEAOTIAL  RLOPIIRT. CORPORATTCIS

The Daparinental Development Corporations (Corporacioncet de

. ) v~ cng. o .
Desurrollo) arc un extension of CONEPLAN. They ara responzible for
plamiing end executing publisly finwnced projects in each Department

and for moaitoring the various gectors of the econowy, includi)ig indusiry,

Some of these corporations are well organized and carry out
thedr work with great enthusiasm and an accepiable degroee ol efficiency.
For the induw:trial sector, thoy prepare feasibility studies, organize
venluras with private participation, plan mnd conotruct indusirial
purks and cope with infrastructure prodblems, eunpecially those relatod

to trancportution, pouer, water and sewgrage.

The developmeni corporations of Santa Cruz and those of Tarija,
Poteoi and Sucre are actively promoting the orecation of rogional

developmont finrance corporations that would provide credit on
concessionary terms,
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hig 4o in response to problema faccd hy privote ontroprencurs in

obtuining financia) assistunce from the eatablirhed comanreinl ba.nlcirig ByEten.

Thore is, however, a lack of coordination of ihe corporationc!?
activities, resulting in wdve compelition for relatively wmall

markets., In the field of iundustry, projects for such prodivele as

- wugetuble 0ils, leather 2nd wood producis, and winecs and spiriks

aro centenplated by almost all of ihe corporctions vioited by tho miceion.

ok MATTONAL INSPITONE FOR NVESinges (1)

IIT wvas created by Decree-lLaw 1o, 10045, of Deccmber 1971, to
be responsible for the administration of the Investment
Law, It cperates ac an autonomous unit vnder the supervision c¢f
the Minislsy of Industry, Commorce and Tourism (MICT). Tis Board
of Direclors is composcd of the Minister of Industry as chairman,
tho Ministers of Finance and of Planming und Coordination, and two
representatives of the private sector,

INI'e functions and compeionze 2lso include guidunco to
enireproncurs regarding investrment incentives and investment
opportunities,  The bulk of TWX's vork is tho
procesuing of applicaticns to obtain the bencfitz of the Invcstment
Lav. Although INI has & umall Departmeni of Promotion Assisteance
and Surveys to collaborate with private.initiutive, the iwpaot of
thece activities has yet to reach small enterprisces.
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Betveen Jenunry 1972 and Avgust 1977 IHT had approved or ropglotered

a tolad) of 321 projeciiy reprecenting an irventment of USH 4056 wiilion

(sco _{»_ﬂg}j}_}_ﬂ. 00 theen, 07 projecicn (or 24 purcent) conntituted an investaont

o les thon UCE 100,000 38 projecls (or 12 perecat) were boloa UsSS 50, (00,

and orly 12 projecic (or 4 poreent) were less than U3E 20,000, 'The siturlien

improved in 1977, when in 8 months 22 prejects of lezu this UL 100,000 eoch, or

ubaut 27 percent of all applicalions during thal pericd, were regiuslereds

From tlhe figures mentioned atove and conmidering thal the Tovestment

Law is intended Tor all types of cconomic activity, one may conclude thaut

the number of SSI thot have received the benefit of Govermmeny incentives
Qe

38 very low. The main reuscn for this in the fact lhut the bulk off Boliviien SUX

with an averaze age of about 18 yeurs, could not dbenelit from incentives
o t ]

granted under the Investment Law, vhick wes introdaced only Tor new inventuenis i

the year 1972, ‘herefore, the sample shows that only 3, or abouv 4 percent
of the enterprizes interviewed, acluzlly received benefils under this law,
vhile 51 eaterpriscs, or 6% percent, started cperatione before 1972 and

thus are excluded from the incentives altogether,

These Tigurce alse reflect lhose entreprencurs vho were entitlcé to incentive

but never presented applications to the Governwent because of the
cunbercome procedurcs,  Tho micsion discoverad enteapreneurs who ares not
knowledgeable of existing incentive schemes, which indicates that much more

should be done to publicize those opportunities,

Avave of its present limitations and inefficicncies, INY hus expressed
interest in obtaining assiriance from international orgenization: to truin
jts profemsional staft, to simplify procedures, to identify invcatmont
opportunitics, to prepare feacibility studies and 1o organize the promotion

of new projects among local and foroign investors. Mowever, cven wi th thias

help it will be difficult for INI to concentraie on S$3%, uwhich require more ailten

tion tiat do large-scale enterprises. Ae long as INI's. performunco it
ncasured by compurir.;f: staff~-tims input with the investment value of uapproved

projecius, SSI will continne 10 have low priority for nir,
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POLTY A4 T PON £ L TCALE AMDIGRRY ATD ARTISATLY, (INH0RTA)

lout el oy

IGBOPTA was crenbed by Svprs-.%mc; Docree Woe 11734, of 28 Aurunt 1974,
and started  opersting n June 1979, s un anlonomoun puhlic
jnotitdution supesvised by the MICT, it ius cuthorized {o cngage in a broad
gpeclyan of ectiviticze IMLROPIA is mainly in charge o pramol. op new
projects for £SF and ariivann and in providing finaeial and technical
angintuncs 10 improve the productivity of existing coierypriscs.

TUROFIA Lu aluo  involved in the formula®lon of policins and incentives
and the coordination of activitics of all institulions derling with ihe

two scctore.

With 2 currevt budget of enly U3 $140,000 and u etalf of 35 persons,
of which 14 ave professionals (cee fuuex l_a), 1HLEOPIA cen achicve very little in
view of the fact that there are 1,600 SSI wnd 15,000 urtiron workshops. The fuct
that TEHOPIA was only rccently created and +therefore has & relolively
inexporienced staff eontributes to its lach of suecess trus far. Up to

now, LITOPTA has concentrated on the following aclivities:

a) Preperation of & sector enalysis of 55l ard artisanry (dn ProOCEss) o
h) Establichmant of a _I.’ationul Hegistry fer SST and arvistnse
o) Promotion of hsudicrafis for expori murkeis.
d) Promotion of artisons cooperatives for the production and
comnercizlization of handicrafis. l/
From items (c) and (d) avove, it it obviouws thut INBOPIA is
more concerned with artisans than with SSI and that handiciafis have ‘the
highest prioriiy. For this purpose, the institution in receiving financial
anoistanze from USATD and technical assistence from IDB. On the husis
of its vilatutes, INBOPIA properly reinforced 2nd organizcd cuuld b the
beut source. of teckmical assistance and cxtension gervicces for modernizing
the S3T mector. Cortain urgent nceds of SSI, ¢s identified by the misgion,
cloarly come under the responnibility of INBOPIA, and these arc:

An example ic “Manosn de Bolivia", a conglomerate of 9 cooperativen
located nyound Loke Titicaca manufacturing handwoven sweuters tnd
other ghrients from alpacu wool,




n)  Tdatifiention of fnvosiment opportunitica.

L)  Prepracticn of dndustrial profiles and feanibility sindios,

6) Propuration of appliantions for eredit and  investmerck
incuntives,

a) * Bxtension uwvices o existing ernberprises to improva
productivity rnd ufficiency, including bLasic oyutoms of
financial, cperotiona) nd production monogement,

e) Promotion of services ond incentives availulle to SST through

IBOPTA, INY imd othcr public, private, national
and international organiustionz,

£)  Plamuing wnd conutruction of induntrial eatales and parku.

Giving due croecit to the importarce of export prumotion for
bandicrafts, the mirsion belicves that this activity requires a
speciulized organisation, with a network of nhnw-roomn.and distribution
chonnels in the mout popular tourist centres of the country and in
solocted citirs abroad. Yt also requires ussistance to develop new
designe, to improve marufacturing techniques, to supply raw saterials
and io develop new markets. This'programmo is too large for JI'POPIA's
existing orgunizition and structure., 48 an expnple, INBOPTA has so
far wnsuccesefully engaged in the markeiing of wool preducte. in
compelition with another institution, the Committce for Developmant
of Wool (COMUOSLA). 1In order to uee its limited rescurces in the
bost way, INBOPIA should asnist in organising marketing entities for
handieraits, including thosc made out of wool, rather than in being
dirsctly involved in marketing activities. Such policy would {rce
INBOPYA te concenirate on providing much needed technical assintanze
to SSI and artisans,

In 6rdcr to enhance INBOPIA': role as & source of technical
assistance for 55I, the Quverament should give greater financial
support to the organigation, In addition, the misgcion recormends
that ausictance, both finuncial and technical, be provided to INBOPIA
by internationa) organizations,
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TiS VAT OVTAT, STREVTCE POR LABOUR_TRATRTHG (0N0)

Since 1072, FCNO hes been ¢hapied with preparing and
training werkers  for diflerent sosiers of the
seonony.  Accocrding to FUHN0, only 10 percent of available lobonr in
ihe couniyy is skillede Thin low percentage xcfleclu in part the largo

nuaber of unskilled workers in the agricultural seclor,

In She industrial ecetory the Five--Yeur Developmont Plau 1976-1980
calle fer the formation of nome 31,500 gualificd werkers, or about 1) percent
of the requirements of all cconomic sectors. To mecd here 1o rpelcy BOS
triined nome 2,500 percons during jts £irsd throo years “of onCrie
tioncand en edditionn) 2,600 peysons in 1976.  Special training for
industry covers welding and operating of muchine teols for moial end
woud processing. Other Tields of training are clectric installations, i

elcotronice end antemwotive ropair,

"0l10  hes thus far received tochnicol end financial help from

Spain, Lrazil, U4, West Germany, Switzcrland, Prance and from international
agencies  including ILO and WNIP.  Agrecmeats for {raining have been :
concludedd  wilh private industries or groups of industries (cere textilse and

funntu“c) local development corporalions aund other official agencies,

Degpite: FONO's success with training programmes, it is
obvious that rescurces available are insufficient for ’
such an ambitious progrimme. Themic great scope for additional help,
using demcoiic, maltilateral and international ajid resources. In the meantine,
indusiry is cbliged to rcly on its own capacity foa preparing and trajning

workers, and ihitv is particularly burdensome for smell companies.

THE_DIVISTON FOR EXPORT PROMOTION (FOMRX)

WOFX is a seotion of tho Central Bank in charge of expert promotion
mld technicud assistunce to exporting firms. Among other services,
FO&EX pl"u\'ldc'-' information on intemational fairs and trade conveniionu,
It publiches a Dircotory of Exporicrs and a Letier to the Bxporter
containing refercrnces 1o potentind customers abroad, Bxports promoted
inclulde handicrafts and agricultural and manufacturced products such
as eamucd foods and precerves, leather, cocoa, chestnuin, coffee, parqiet
aud veneere Traditionil exports like mineral cencentraten and sarar are
not within ihe ocphere of activity of FOLEX.
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FOid  hes no divect coatict with oithor il or artirans, vhieh in any
eeie do noy normully expost directly buk threugh cocporetives or export {irme,
On ihe other hand, information on importing firus in othsr cewntrics is

availnlla to auy enterprice, regurdloss of sisc,

M MRCIN G/, COUACTL, FOR 597 PROOMION O _FLPORTMS

This offico was recently erecuted Ly Deerce~lu Noo 14802, of
5 Auwgust 1917, to wminister {he cxpord incentives cotablish: d under the same
lawe Tux beauses sranted da propoertion to the locn) viiue added ol the

exported producte are in accerdunce with the folloving table;

o w0 11

WLIVTA:  Lxport Inceatives for Hanufoetured Products

Jocel Vilue Added ase percentage Tax benus as percentzge
of F.0.Re Vulue of F.0.8., Vulue
From 0.0 to 10 ]
10.1 30 )
30,1 40 9
40.1 50 12
50, 1 60 16
6.1 70 21
70.1 100 | 25

Sourcc: Decree~Law No. 14803

Traditionn) exports, such an minerals and agricultara) prodvcis, as
well at rau matorials whose export is prohibited arc exeluded from thene
oxport incentivern. This scheme will bo effective aftexr approval of
internel regulations prepared by the Technical Cowicil, Again, the bonec-
ficiuries may be exporting firms and noi necesgarily bmall manufacturers,

THE HATTONAYL, CHAVBIR OF TUDUSTHIES (CYT)
CNIL, with a meabershipy of some 920 indusirinl enterprices (noc Ilmlt‘-zw‘l_?i)

covar: about 50 percent of 1l private imdustrial end «erprises in Bolivia, vhich ave
cctimated to nuaher around 2000, Articans arc not members of CNE and arc therefore
excluded fyom therc figures, Twenty-cight percont of CNY members are located in

la Fas, 25 pereent in Santa Civz, 23 percent in Coshoabamba,
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end ke remadrndor An olhor Doprvtments.  Wenhavs are divided into

three crﬁ,'v..'k-.jorins: necording Lo the epount of their puldein ewpitol, and
merbornlip Jeen are proporticnn) do thin cupitils It is ';;):(!r('.'l'r.t'fr ur..
stencable it eomprnicr terd to wderstate their eapital lo Linit
iheir CHI Tous and that stulictical jr.-i‘ox-m'rl,irm submitted to CR) is
largely warcliablee  S3I belong to the Third Calesory,.

Among the servicen provided 1y the CHT to itn  wonbers are information
on existing liws and Government procodures; on mnmafecturcers of machinery
and cevipncuty on finoneial dnstitutions aud on nevkel opveituniticne  Howover,
ClItn work is restricted by the w21 nurber of persoricl in churpe of these
toeke ond by the difficulties of comnurieating vy m2id ardt beleplone with
industriclicts located outoide of La Pan und olhier wajor induwiricl cenleri
Althoush offovis are being mzde Ly CIT to ccordi yate its activitics with
the Pepurtiental Chudbers of Iedwelyy, it vemains diffiowlt to peintoin

controt with nerbors oninide of La Pan,

DIPUIDRTAY, BRCAITNS AWD PARKS

Thoe responsibilily for the ploarming wnd eomsiraction of indnuirial
estetcn and priks dies with the Drpertmonteld Developrent Corporatd uli,

Practically «ll of them ave handlirg snch prcjeets, which are ail wvuriouvs

steges of progresss  The nost advanced paris iz located in Santa Crazy it

iy elrendy in partial operatione Cochuabamba has comploied plems for an
industrizl csiete where enterpricce resuliing frem the implementiclion of
the antonolive industry programce of the Andcan Grovp will lte located,

Oruro his juct invited intemationu) competitive hidding for a feasibility
gtudy ond €inzl design Cor lic indastrial paik. Tarija and Jhugeiszca are
considering rimilar parks and may nced cxper’t assistance 1o propare their

projeais,

Nouce o the indusiriel partc wader implementaiion has been concceived
for 03I oxolunively. Again, preference is given to large-r: cale projects,
and in most cases SSI and artisans vill benefit only occucionally in eane
of insulficient demand from medivm ana lrovge industry. Inasmuch as larmge
entorprices will have to depena on serviccs and sub-supplics [yom 531,
the locilion of suitable swall-scule enterprises within the industrial pocks
ghould be concidered demirable, The lay-out o these parks chould therniore-

allow for ruaca destined to a cortain numher of selected S5I.
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' 4 cuse decevving imped;ote altention for the plunning of an
inducisial entate in Je Pan where, Recauso of luand conligmiatlion,

Epaty avad labie within 1he c¢ity as reaching itn limiis.. Here, induniry
in geversl fuces o cerious problem for further expantsion, FRExicting prices
for real citale in Ja Pax are anong the hiphest in lodin Awerica, and

the mosti serxiously affectes hy shis sitnation ure the small entreprencars.
Ln of this writing, tho Hunicirulity of La Paz and the Dovelopuaent
Corporation of 1 Panm (CONDIPAZ) hwve not yel reeched agreemcnt ot 10
vhetlhor an industrinl estale sbeuld be located in Bl Alio or farthor

out on ile road te Juke Titicacz, CORDEP.Z, for chnvirommenial reusons,
oppeses conttruction of mere indasirial fecilities in El Alto, which
coulé, for reasaat of topography, spread air pollutien inio the

lower=lying center of La lag.

FINANCY 'L SCINTITUTIONS |

The Tollowing is & brief review of all financial insiitutions roporied to
be draling with omwall-nsale industiy in Bolivia. It bears nome referonce
to erticanry becauce of overlap in definitioas.

]

FOLIVIAN GOVETINENT BUPITING

BANCO CRUTRAL D BOLIVIA

The Banco Ceniral de Bolivia (Contrel Bank), through the Minietry
of Pinance, advises the DBolivian Covernment on monelery and f{inanclal
policies, manages the moneiary reserves, regulates the functioning of
financial entities, and ants as financial agent of {he Goverumenl in the
handling of inleruzl and foreim debt., It alvo serves ao a chunne) for
various financial resonvces, mnong which are funds for the financing of
iniusiry. Thoue funds and programmes which relate to small-scule industxy

areg

a) Special Mund for Keconomic Development

b) Industriel Refinuncing Fand (PRI)
o) Artisanry kefinancing Linc (ARL)

d) Pund for Agribusinecs and Artisanry

.¢) Proposad Productive Credit Guarantee Programme




A brief dunceiption of thesz funds and programmey and comncnins

on iheir nuufulnese acra au Sfollowst

(a) Speelvl fund Por Boonondie Devedopment

Thiz fund wen esioblished in the Ceniral Loank in Pebruary 1967,
wiiliving repeymentis of three lomns {rom  USAID 1o the Govermmoite
omed Corporacidn Ninera Bolivisna ((:OT-ZJI.IOL). The three USAID loaun,
tetolling UBS 10,9 midlion, were malde to COZIBOL for o period of 40
years, incluting 10 yours grace, al o rote of interest of 3/4 purcent
peas  CUHINOL, on the elhere hasd, has been repaying tha loans to the
Ceirirul Bank cver a period of 20 yeurs ot 2 pereent dnterest p.oa., the
Gifieroncs in toerms creating a fmd in lock) currency that hos been veolent
through intoraediory bavks to vorioas ceoneiie sectors. Bubloanc have
generally been amede Tor periods of less Lthan 5 years at 12 percent Pedoey
of el 7 parocat is retainsd by the Central Eruk wnd 5 perceni by the
intermediory Lunks,. _

As of July 1977,. subloans totalling US$ 26.4 willion couivaldent
hed been financed from this funi, and 60 percent of these were alminisie
tered by Goveramenti..cwned banke (Del Eslwio, Agricola, and ilincro). Tha
Banco del Friado alone sccounted for 45 percent of the sublowns. The mejox
portion of +the subloans kas been for agriculture and livestock. 'The

distribution of subleowns by coonumic scetor is as followas
1

mauy WO i

Bolivias Contxy) Dauk .« Distribution of ~Svecial Fund Credits by
Economic _Sector as of Decenber 31, 1976

Bector ' US$ 1000 equivalent Percent
Cunulative
Construction 6,800 28.6
Exports | 2,465 10,4
Indvsiry - 4,545 19.1
Agriculture and
Liventock 9,835 4.3
Mining 105 ' 0.4
Artisanry 40 . 0.2
23, 7190 100.0

8ources Ranoo Contral de Bolivia




-4 -

Records were not available to indicate the mmownt from 1bin fund ihat hao gone to

sasll-vesle induciry, but it is peid to be negligible. lone of the
fimme ivterviceed during the current swvey had benelited from lonns

from thic sperizl fund,

As of Docenber 31, 1976, the balanse of Joana outitunding wnder

this progrermoe was USS 4,8 million cguivalent.

b) DIidusirial Refinencing Fund

The Indusirial Refinancing Fuand (FRI) was created in Sepleaber 1972

by meins of & loan to the Centrel Bavk from USAID in the smount of

USS 7 millien ard USS 1 million cquivalent in counterpart funds of the
Contre) Banke The USAID lean was for a period of 40 years, incinding
10 yearc® grace, the intersst rate being 2 percent Psae Suring the
grace peried and 3 percent peue thereafier. Procceds of the fund liave
been used for meking subloans in local currency throngh ihe Bolivian
banking system to the private sector for the establishwent, expansion
and molernization of industricl enterprises. The PRI fund was fully
disbursed within a three-year period, i.e. by the end of 1979, wnd

since then the fund has operited on recuperation of previous cubloans.

The system provides for subloans to ba chamelled throush intermediary
financial institutions. The Covernment.-ovmed Banco dcl Estudo has
hendlesd 23 percent of the loans Ly number and 29 percent by valuc. The
baluane hias been channelled through all but two of Bolivia's private
oonmercial and wpaciolized banks, the largest wsers being the Banco
Incustricl, Banco llercentil, and Banco Hipotccario Racicnel. Jfnuox M
shows ihe disiribution of FRI loans by financinl intcrinediary.

Althouph no partiovlar cmphecis was given to agro-industyy or
small cnterprives in the design of the FRI project, 27 percent of the
original funds vere allecated to ngro-ilx(luqtry, and 68 percent of the cvbe
loans uare for USS 50,000 equivalent or less. ‘The maximwm allownble tub-
loan is US3 400,000 equivalcnt. Approximately 70 percent of the sub-
louus hava been for expancion and improvement of existing facilitien,
while 30 percent have been for outublishing new enterprices. Asn ef




1he end of Geiober 1917,0 total of 225 enterprises hiad beon Linunced,

with the following grographical distrivutions
mne 10 13

POLIVY Ae Continl Bank - Digtreibution ef FRI Sul:loons by Depeviment
o of Decembor 31, 1676

Anouwnt of

Mumber of 3ubloens
Dep. orinent Bublonnis Percent ('0‘553"000 cpnivilent)  Percent
L Paz 65 26.9 4,985 48.3
Cochubamba 53 23.6 2,513 24.9
Senta Crus N 24,0 2,076 20.1
Chuquiseca 23 10.2 XX 3.3
Tari ja 4 1.8 17 ' 0.2
Potosi 7 3.1 162 1.6
~ Oruro B | 3.1 : 65 0.6
Beni 12 5¢3 ' 105 1.0
Pando 0 0.0 ) 0 0.0
+ e - ———cee
225 100.0 - 10,317 100.0

Source; Banco Central de Bolivia
The fund hao heen utilixcd as indiocated in the following tables

-

e 114
BOLIVIAr _Contral Pank = Uscu of FRY Fonde_ap of Dacember 31, ‘;976
Amount
Purpose U8 '000 equivalent Pcerocnt
Working capital and ‘
local expenscs 2,949 28.6
Invouinent capital and o : ‘
importad goodn 7,366 T1.4
Fecasibility wtudieo 2 0
' 10,317 100.0

Bouroce: licnco Cenirol do Bolavin




W eanypert Yo purnone of lorney, 43 percent har been for workings

onpilal wnd 47 pereent for inventment in fixed aunetii,

Tha intermediary backe charge 12 purcenl peite Intorent on
rabeloans alilizing M) funds, and thic iu conui deyably lower thon
ptandard cormercicl wodes for Lowns to the prvdactive seetor (16
Fereenl pea)e - Out of ihe 12 percenty 5 porcent are retained Ly

the commercinl barke and 7 parcent by the Countral Bank,

Yighiy-tvo poreent of the sul-Yein: hava been with wturities
of 1 to 5 yours, and 18 percont vith yaturities of 5 to i0 yenrs,
The avernuge tern For investment crxpilil hos been 4.9 yeays, wnd
the average temm for working capital 1.8 yeurs.e Beouuse of shord
pyback veriods, it was poszible to firunee cub-loan: toitnlling
USE 11.6 million cquivalent betwoen initietion of the prograine
and June 1977, The badance outntanding of IPI sub--louns an of the
same date was USS 6,3 willion equivalent,

Approzimately 2,200 neyr jobs have been created thus far an a
resnlt of the FRY pregranme. The avceruge amount of investment per
Job haz been USS 5,760 equivalont. )

Y

Durirg 1976 the nwiber of sub-loang approved under lhe Fi{I programme
declined by 45 percent and the trend continued into 1977+ The »casons
are the slow recuperation of funds now that the original source has
been erhausted, lack of knowledge on the part of many srall-scale
entreprencurs as to the cxistence of this fund, and last dut not
loast the lack of intercst on the part of borrowers duc te legal

red lape and collatoral requiraments,

A major criticism of the FRI lending programme is thal it hau
roached and continues to reach rainly medium and large industries in
ﬁrban areats It ic estimotied that less than 30 percent of the FRY
sub-locns were .to industries that qualify as small-ccale under cur definie
tion, even though most of the sub-loans were for amountis of less than
Us$ 50,000 cquivalents The averase size of louna hus been approxinately




UsS 80,000 ghuivalents The naber of compindes within the minsion's

survey that are using or have utilized FRI spb-loans is 11, conntitutirg
13 purcent of tho sumplee

Another criticism of the prograusne is that technical assintance
in tewne of project identification ard preparation has been neglocleds
The Contlral Tanky with o stalf of 14 professionzlz, is theoretically
vapable of expert finarcicl anclysise. MHowever, it in up to the
cormercinl banks to indtiate the sub-loan rceguests Tor suhacquent
Central Bank approval, and it it ihe commercial bawlts thal are
doing litile or nolling to agsist the inveslor in prepuring bankable
projects.,  Lack of attention to this matier on the part of the
comncreial banke way alwo be traced to tho H percent peae interest
thoy reieive, vhich meny bankers believe o be too low to varrant
the extra effort in torms of time and manpower rcguired to provide

such technical ansistance.

The timo involved in procescing a sub-loan wnder the FRI programme
has nlgo been ihe cause of concern to clientse The procedure ofien
takes up to six monthe to completes Delay vithin the intcrmediary
commercial banks i usually causcd by problems in odbteining
sufficicnt security on the loan and excessive paper work,
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e) . Artiinurs verdmaneing Lirse (ARL)

In 1974 the Cental Bank cstabliched with ils own recources a
USE 1.5 million equivalent relfivancing: line of es¢dit for artisanyy
gubprojects,  This inclnded fivancing for typieal londieafts and
smell-ceole produetive enterprises, Within one year, ovi-leouns vere
made through the commercial bauldiiag system to 865 arfisans, with 1he
maximn cub-loan fixed at USE 3,000 equivilernt and an averige sub=doun
of UsY 1,750 equivalents As of Jwie 1977, svh-loans totnlline
USS 2.1 millieon cqaivelent had been made from this fonde Teinis are
up to 18 nonths for working copiial end up to 5 years for investment
capitale The intercyt sate is 12 percent peas of which 7 pareent is
p2id to the Central Bank and 5 percent retained by the intermediary banke
The private banking system has made 63 pereent of the sub-loans, and the
Banco del Lstado 37 pereent,  According to the Central Bank, the
repaymont racord hus been excellents This fund hac crented abosnl 1,300
Jjobs and contridbuied to the recont expantion i export of Bolivian
handicrofis,  The distribution of sudb-loans by Department is as
follows:

TABLE 3O 45

e anrtn dus.

Bodiviat  Dictribution of AVL Credits Ly Nepariment
ag of Nacember 31, 1976

Amounit

Pepartment Us$ 000 cauivalent reon
La Ps 192.4 . 9.4
Santa Cruz 216.5 10,6
Cochabamba 621.4 30.3
Suore 306, 1 , 14.9
Tarija 318,7 1545
Potosi : 130.8 6.4
Oruro. 16443 8.0
Boni . ' 94.0 4.6
Pando ' | 6.4 0.3

TOTAL, - 2,050.6 - 100,0

Sourcet Banco Central de Bolivia
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A prisicipal eryiicinm of the Cemtrel Bank's arlinany refinoncing
linoe io ikl the prosvamse extonds mainly to wiban arcas und thal rural
areag conlinue Lo be neglecicd, although thic was nol the ori cinn

inkention of the progismng,

d)  Propored Pund for Asriburinecs and Artisanyr

The Cerdial Bank and USAID are now in the procenc of ercating
a refinancing fund cimidar 4o FRI for agribusiness and asvisanry.
It is expectoed thet this new furd will be operational by the end of
1978, Agcibusinenszo are defined as thoge that provide inpats fer
grall farmer production purporcs or for the narkoting of =mmall farmer
productt. Artisan activity in urbm wareas is liuited to activitics vhich

invelve the processing of eagricnltural products, e.ge wool, leoilicr and

woods Tha fineacing of other types of artisanry; ruch as metalworking,
fumniture parufacturing ard cottiszge industries, would be limited under

this progromme to projects located in rurel arcas onlye The seven
cities visiled by the miszion, which are the largest concentraticns

of SS8I in the country, are thus excluded.

The fund will coneist of a loan from USAID to the Bolivian Government
in the amount of USS 6.2 million and USH 3.2 nillion oquivaleni in funds
of the Contral Nanke The USAID loan is proposed for a period of 40 yours,
including & grace period of 10 years, with intcrest at 2 perccnt per
annun during the first ton years, and 3 percent thercatters Sub~loona
will be chainelled through the Bolivian banking systen ai an intercst
rate of 13 perount pene for periods of up to 10 yearss Sub-loanc will
bo limited t6 80 pereent of the principal of cligible loarse The
upper limit en sub-loans will be Uz 400,000 cguivalent for apgribusiness
and Us$ 15,100 eguivalent for artisanry. Out of the 13 percant ped.
interest, the Central Rank will retain 3 percent as opposcd to tho
7 percent it has retaincd on sub-loans from FRI. The intermediory bhanko
will reccive 5.% percent for sub-loanc to urban agribusines, 6.5 poercent for
gub-loans to rural agribusiness and wrban arti nanTy, ard 7.5 percent for oub-

loans to rural articanry. Thin spread to the intermediary banke iu higher than
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on the FRI sub~lounc ond reflects the previous 1nel of interosnt
on the part of ihe intermediiny bLunkn when the sprond was limitoed
to 5 percents 1t also reficets the determination on ihe part of
USATD to utilize the commercind Waiing syasben an bhe beed choniel

for sub-louns to rnald) enlreprancus i,

The balance of the intercet (fiom 245 percert o 4.5 perecat) |
vill be placed in a specin) techricol ausistonce fued, aleo bo ke
wrnged by the Central Bank, The latior is intended 1o provide a
vide ronce of technical and prorotiontl services to perliecipaiing
sub-lenders and sub-BLorrowers.  Tis mijor activitics wiil be:

(i) to f'inance an inventory of industria) proiects

for thuc benefit of the borking commcmily,

(ii) 1o fivance promotional end {raining antivities

uncerialien by participating banke, and
(1i1) to Tinunee sub-project development fyom the ides

stoge throvgh feunibility siady.

The techniecul assintance progra.me widl be funded initially by
a U5 200,000 grant from USATD and 5% 200,000 cquivalont from the
Centicl Tank, the latter originating from the interect spread to
the Central Bank on earlicer USATD loanss USAID grxant finwncing
will also be uscld to provide a long-team adviscr to the Central
Bank on the administration of lending and tcchnical ascistance

Programnas,

This new projact is cxpacted to result in US$ 1349 million
equivalent additionnl dircet proluctive investment in agriduasiness
and artisanry in Bolivia over the next 5 ycors, not including
recources invested by sub-borrowers in their owm projecteze The project

is expected to finance over 630 cub-loans over tha five-yeay poriod

and create about 5,000 jobue Inducziries that qualify under this programie




ure like2ly to overlap those that qualify wnder the misgionts definition
of 8SL, purticulerly ogro-industries and smull busincices in rural
areas, . On the other huad, the pregroame i limiting in terms of
eligibility, and the USAID officicle that were intervicwed streused

the tezd for carplenentarity of prograunes to ussnre uid to all

types of S3X. USAID would like to cee g co-ordincted approach by

all lending inslitutions, not only for lending but also for provicing

technical asmittince in project identification énd prepacation.

o) Pronuced Productive Credit Quaraniee Proswecmme

-—

o e

This new credit gaarantee programme is nponsored jointly by
USATD wnd. the Central Dani: und hus yet 10 be approved by the
participating institutions, Tt will become operative sometime in
1978, Iic objeciive ie to provide insiitutional credit to persons

oer groups that presently lack uccess to such credit because they

have insufficient collateral to mzet the normal requirements of
the lending institutions, As cuch, it is destined to fill a long-
recognizcd need that wae obzerved repeatedly during the minsionte

progremme of interviews with small-scale buuinassmen.

According to the plan, a fund iz {o be cstablished within ihe
Central Bank to guarunice 75 percent of the amount of each qualifying
loan madc by Bolivian financia) institutions, Tne fund will be
Sapitalized through a one-time guarantee comiiisuion of 4 percent on
qualifyirg short-term loans and 5 percent on gualifying medium and
long-term loans, I will be supported with up to USS 2.5 million
from USAID and USS 1.25 million equivalent from the Central Bunk, The
programne will be implemented on a pilet project bacis for four ycars
subject to periodic evaluation,

R —
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The funds for loans itbat would Lo gaarantceed wuder this
pregeamae wonldd coine £rom rolinancing Xincis adminisiered by the
Central Bink o woll ans fron recowces of the parvieipating
lending institutionn, Techuicel acsistonce and loen supervinion
would be provided to borrewers threupgb cnether fuud nawdnictered
by the Central Fonk, It is propoced lhat cligible loans vhould
include thore to:{1) amricwltural produstion and r1elated infea—
strusinre and services, (2) suall~scule privetcly-ouncd ngro-
indusiries, (3) bucinsco enterprines locotled in »uval erecs
or m=rhet towms, (4) ortisenyy projects locatcd in rural or
wrhuin arcas, and (5) velf-fisunsing, sclf-help commwnity
development prejecis,

Thins new cuarantée progreime mry have cignificant impoct,
a8 lack of' sufficient collatera] has becn rep2atcedly observed to
be a stwalling bleck to utilization of buuk crediis by 85I, Under
this scleme, however, it is probable that SSI in urban areas, which
are the primary concern of this mission, will be exclinded {rom

the gucrantac progromna.

CORPORAGION BOLIVIANA 1 FOVELTO (C1w) -

CBF has in recent years becowe more of a holding company for
Government invectnents than a developmwent banking institution, although
the latier was iis original purpese,  With inveriments in approxiwcately
25 differeni companies, iie assets exceed U8 8150 million equivalent,
In most instances, it is the wole owmer of these componics and is dircetly
involved in their management, Major investmenis are in sugar relining,
milk processing, vehicle body consiruciion, ceramict:, cemcnt, -and melal
ssclting. CH' has borrowed heavily from the Central Dank to Tinunce
these projects and has beon unable 10 mcet the scheduled repayiments.

For this rcason, CW's investment plony have been curtailed, omd the
Government is arranging a loan from a syndication of foreirn tinkgs in
order to connolidate CH*'g debt wnd restructure it investuents. Most
of Cik''s investwentns are vary highly leveraged and in ncod of being
recapitaliged.




Ta addition o the refinzneing of COFYs debl, the Coverroemi's
new policy ie to decentraline the wwmapsencnt of OUPYg comjanien, Lo
diveot by selling them wherever poczible 1o 1he privale snotor,
and to rceonsteuct CEP along the lines of o developmual bankinge institution.
Thue far 3 firms have been sold, and CPF Las pablished o lint of 12
addivionad fiyma for rale with tolal aszets estimated at USE 98 willion
equivalents CUF in sccking outzide uesinstanca for its re-organizatioen
effort as well au Tor the sale of ity aseets, wnd the micvien bad
discuncions with CDP managemenl regarding possible tcechnicu! cesistance
from UNIDO Tor these parponcs,

For a timc in its rocent history, fec. bolween 1966 and 1973, CBP
adriinistered a fund for sub-loans 1o the produetive rectore It received
three glebal credits faom the Interamerican Deoved opucnt Bank (IDR)
totalling USSG 30 willion at an average cosi of 4 percent Msas, for a
period of 30 ycars with 10 yeare! grace, Tor on-lending to industry, miniag,
agriculiure, lourism and artisaniy. An additional sum of U585 1 million was
provided 1o CHF £or the vame purpoces by the Corporacién Anciva de Fouento
(CAF) at an iniercst rate of 6 percent pone  Out of the totnl 'to all

| sectors, 94 irdusticizl enterprises received sub-loans Low.nm.,
US$ 2.9 million equivalent, and the amouni chapnelled to SSI was
about USE 300,000, The balance ouletanding on all cub-loans as of
October 1977 was USS 560,000, Termsz for the sub--loans were 1 to 15

Years at 12 percent pea. intercst,

CBF hag hcon much criticized for poor adminictration of these
pub-loans as well as for bLias in the sclection of candidates.
8upervicion waz not adequite and wany of the cub-loansg have been in
defauli, The mission believes that, without a major organizational
veslructuring, CBF ie not in a position to administer cffectively a

lending programme to SSI1.

Future plans of CBP include divesting of holdiuge and remodelling
the instituti onhlong ithe linen of a developneni bank, but it is too
onrly to predict the outcome, CBMs position in respeet to finmucing

85I deponds wuch on the restructwring of itn siaff and on
priorities 1o be sete Clearly, with changes, it could be u candidale
for the administration of finmciil and {technical assistance to SSI,
CBF in expecting o new line of credit from CAY for USE 10 million,
but thie would be wmainly for apro-industry,
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BANCO DAL BAPAND (BANTSTA)

BANBSTA has bezn singled ont for special atieniion Leecauss of
ite potential role ia the financinz of S8T. It was crentled in
Kovember 1970 te take over the functions of the Danbing Department .
of the Central Rank, "he Bolivian Covernment ic the sole charcholder in
B.&I\'IEQS'J.‘A)and alibough it is a Goverrzent inetitulion its orientation ia
exclueively towards the private sectore It hus Lhe chorocler of beth
comnzreinl and developmewt bank, utilizing pablic depouile as the basis for
making short-term coumnerciel loans and specially designited zowrces for
waking loans at lower interest 2pd lobger tern to priority sectors such as
manufacturing indusiry, agro-indvsiry, export and consiruclion. BARGUTA
in Bolivia's lurgest conmercial barnk, with aboul 24 percenl of w)l deposiis
beld Ly the banking sysrtom and 44 branches throushoul the covntry. Yin
pid-in cnpital by the end of 1976 vas U3$ 2.5 million cgnivalen?, capital
and reeoxves USE Te1 million cquivalent, porifolio of commercizl louns

US® 33,7 million cquivalerd and portfolio of developrment loane

US$ 4640 million equivaleni, BANRSTA has firanced approvimately
28 percent of all sub-loins rediscountcd with the Ceniral Bank wnder

the Indusiriad Refinancing Pund (1W1), far morc than any other

single institutions 1t hiac almo financed 37 percent of the sub-louns
to artisung under the Cential Bank's Artisinry Refinancing Line, ‘
Loan approvals in 1975 and 1976 by Sector und Department are given

in M\’ 150

Because of ite experience iu the FRI programme, ite characler
as a Covcrnment institution with an obligation to cecirve the cowntry,
ite organization with 44 branches strategically located 1o service
roemnote arcas, and its siaff of professionmale qualified to handle
project appraical and supervision (30 in La Paz and 40 in the I’icld),
BANESTA has been mentioned by the banking comrmwmity as a logical
choicc for an institulion to adminislier a npecial progromme of
lending and technicul assistance to 53T, The management of BANEITA
is clearly interested in assuming such a rerponcidbility, as evidenced

during an interview by the miscion with BARKSTA'c president,




Sehelehle

Puccenr.ful minagerent of o upecind fund fo'r 551 iz nol contingent
wpon Cuntral Bank co-administebion, according to the President of
BAIMISTA, 2od the nivwion concurs with thin views The President also
ttrocsad the inportance of financial condtributions fron the Bulivion
Goveriment as syrbolic of the muiwul assistance that ie required to

make this type of programme successful,

IESITTIT0_FACTONAL DB PRATRVANSION (THALTRR)

IRALPRE is a public ocetor entity wiler the Ministry of Plunning
and Cnordination, created mzinly for the purpese of preparing pro-
feazibility and feosibility otudies for Coverament investirents, However,
a small .p.n't of ity effert ie directed 1o industry in gonoeral and to the
private scetor, bLut virtually nome of it extends to 5SI. IMILPEE has
a profcesusionzl stalf of 6 persons and a roster of leocal and foreign

consuliants on which to draw for spccific projects.

Loans for pre-investment atudies are granted by 1INALFRE for poriods
of up to 8 years at & cost of 8} percent peae,. 6% percent dbeing INALFRE's
average cost for funds, leaving INALFRE with 2 2 percent spread, Its
financivl resources arc a fund of USS 14 million equivalent from the
Government budget ard variouvus loans from the Unicn de Bancos Bolivianos.
Nogotiations are in progresn for a USE 5 million loan from INB nnd
ancther USE 5 million from the Canadian Intermationul Developuent Agency
(cIpA). Sub-loans for pre-feusibility studies are made for & minimum of
USe 5,000 equivalent and a maximum of USS 15,000 equivalentj fer
feasibility studies, a minimua of Us$ 15,0C0 equivalent and a maxipwn
of U5S% 100,000 cquivalent, ssi are. generally neither willing nor uble
to spoend thuse sume on inveastment studics as they are out of proportion
40 the value of their projects. Thus INALFPRE cannot be thought of as
:.'cndcring a cpecia) scrvice to SSI,
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the private cormercivl banking systom ic made wp of ien nalional
and ciry. forcign Lonks. fhese 16 banks have o total of 87 offices throushout
Bolivie, for ihe most pmt concenlruled in the Cupartmental capitals.
Chnrex 16 shows losationy for private commercial oo well ag privale
speciclised banks. Breept for these banks that have been active in
agricultnral Jending programe, the commersicl banks have Lad a prevailing
wben erientation and have lent on relatively chort tarm for troditional

potivities such s consireotion end comicrco.

!‘otal‘dcpositu registered in all private comrerciul tarnks were
U3 3 275 million equivalent at Decembor 31, 1976, on increasc of 73 peveent
over the previous ycer. This phenomenal growth rate of ihe XKolivian Lanking
systen reflects the rapidly incrensiug vsage of banking scrvices throvghout
the country. loans to the privete secior from privele commercial bunkn
totalled US & 1'f5.5 million equivalent at year cmd.1976, an incrcase of
A2 percent over the provious year. The relative positions of private
nutional, private foreiga and tho state-owncd commerciul bonk in respect
to depoecitin and loans at tho end of 1976 were as follcouss

TABLE 1O 26

'BOLIVIM Deponits and Joans of Privote Commercial Banks in 1976
(in percent)

: k?_m-ia Loang
Privatec national banks | 49.6 4?’.1_

Privatie foreiyn banks 26.5 26.7
Banco del Estado . 239 .2
100.0 100.0

pbowree: Danco del Entedo




Souroen of finnnce for 1hio private eector wnd dinlribelion of deposito

wvithin the comicscial banking system are shoun in snne )], Yolal depority

and portfolie of lozn: from cach Lunk's owa gowrcen are chovm in Annex 18,

Arnny J2 4 lustreies portfolio growth and dirtribution by scctor amonp the

private commereinl bunke.

Private nationnl commeroial dbanke are required to have a minimum capital

of US & 1 million equivalent, whercos the requirsrent for foreign cowmercial

banks is US § 2 million equivalent. The maximum dcbt/copitnl retio ini30 8 1°

for national banke and 20 ¢ 1 .for forcign banka. Reserve requirerents wre
as showvn in the following table:
TANIR NOT

BOLIVIA: Reserve Reguirements for Private Comuareial Bunks
(in percent)

Demend Doponits g_qvin;'r?‘ Accountis

National banke 44 10 ' .
Foreign banks H 15

Bonr.gg: USAID

Commercial banks muot maininin a 10 percent legal rescrve in respect
to foroign Looansvhen the loan ig for less than two yearc and provided the

sub=-loarsare granted to the produciive sector for more than iwo yecars.

A law pasacd in 1975 roquireu overy comnercial bank to have at least
15 percent of its ioan portfolio in oredita to the productive scctor aumd
no more ithan 25 percent in creditin to nlriotly commercial activitics. A
further restriction in renpect to ter. uf loann wan enncted in Juvne 1977,

requiring commercial banks to ospoprticon their loan portfolivs as follows:

S




AR 1° 18

BOLTVIA: Compmlpary Torifolio Corponition of Commereial Wwnks
(in percent)

Ton
2odyoars 3 -5 years
¥ational banks ' *1% g
Fxisting foreim danks 15 10
Now forcign banks 20 15

gourcet Banco Contral de Bolivia

The banks had wntil March 1978 to moke the oorrcsponding adjnstments
in their portfolios, Thosa izt do not comply are required to invect
in bonds of the State. The intent is to munocuvre the commercizl banks
fromtheir traditional short-teim lending to mediwn-ierm activitics.

From the above, it is apparent that foreign banks ere not trecated
by the came standards as the national banke. Weverthelene, in the recent N
past, rt least 2 or 3 forcisn banks had been making cnquiries every week to
the Nihistrf of Finance about establishing operations in Bolivia.

Interest is not paid orn demand deposiis. The intorest schedule for
. davings and time deposits ic ne followst '

0

13

ROLLVIAs Legal Intere:i on Savings and Time Doposits

(in rorcent) _L

' Savingn dopoaite 10
90-day doposits .10 3/4
180-¢ oy deposita 1 1/4
360-day dcposits - .n 3/'4

ourcct Banco Contral de Jolivia




Dollay depouily yield &p to 9 percent per armun.  The consumer

price index chows annund dnercoses between % and 10 percent cver tha
post three yeurss  Due to the relutively Jow rate o inflation :nd  a
satinfoclory trade balonce, the popsibilily of a devaluution of the

peoo in the near fature in not ferescen,

In the banking sysiem, the intorent rate on comnzreial loms
from the bunks! own sources is a nominul rate of 1Y percent
per ennuin plug 7 percent per famun tax plus 3 percent per annum cormiusion
for & bank employcen! benefit fund, for a total offective interest rate
of 25 percent per annum.  The interest rate on produciive loans from
the bhanlis' oum sources is a noiinal 1ate of 15 percent per annum '
plus 1 percent per anmum tax, fer a total effective rule of
16 parcent per anmawn.  For certeia areas of activity, e.g. production
and markcting of colton, noya, coffee, wood, corn, sugar and livestock,
and housing construstion and prowotion of non-traditional cxporis, the
1 percent tax is remeoved leaving an cffeclive rate of 15 percent per anaun
for lowas under 2 years, inercasing to 16 percent per annum for lcans
with terns of 2 t0 5 yearss The current interest rate for loans from

external sourcec ic LIEOR plus frem 4 to 6 porcent per annum,

Additional feces, commiszions, and practi‘ces can boost
the eﬂ‘ccti\;e intcrest rate several percentage points. Examplos are
froni-end fees for closing and Tfor supervision of loans, the practice of
requiring prepayment of interast and fees, the practioe of requiring
compensating balances, a speczial fee: for the bencfit of bank cmployees
amownting to 3/4 percent flat every 3 months on rencwable loans, and
a ) percent wniversily tax in the Depariment of Santa Craz. During
the intervicws, the mission cncountercd companies thal were paying effective
intcrest ratos in excess of 20 percent on produective loans and in
excess of 30 percent on comme zial 1lc:mns,

Maturities on commercial bank loans are noreally 30 days 1o 18
months for working capital and 1 to ) years for fixed capital. Sccurity

arrangements for short—tem loans arc uwually in the form of personal
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guarantees, lortgurses oare almont wluays required on loans excceding
3 years, and the valve of the collatoral must te 2 or 3 times the
amount of the loan,

Frow discussions with Dolivian bankers, it is epparent that they
are not intorested in inereaving their lending activity
40 85I, vwhich is in any case minimal, tecaune of the perceived
high-risk factor on cuch louasn and becsuse of the excessive cost
of processing and supcrvision. it present the banks can afford to limit their
lending activity to well-¥noun and well-ectablished clients. As an
indication of their conservaiive pructices, the loss rute on lomns
for the cormercial bavking syzicm as & whole i estimuicd at ) percent
of the portfolio. Arrcars over 3 months affect leuss than 1 percent
of the.porifolio,

Supplierst credits denominated in hard currercy for capital
goodn mude in Argentina and Brazil are available through the Banco
de 1a Nucion Argentina and Bauco do Brasi) respectively. Terns fre
genorally 3 to 8 yearc at 7 40 8 percent per annum intzrest plus the
guaranice of a Bolivian bank, which costs up to 1% percent
por anmun depending on the clienttc connectiona,

PRIVATE SPECTALIZED BANKS

BANCO INDUSTRIAL S.A. (BISA)

Ive largely to the support of intornational financial institutions,
BISA has played a major role in the expansion of the productive scctor,
and its aciivities are expecicd to incroase significantly. RBISA was

. founded in 1963 us a private developrcnt bank wider the sponsorship of




- the Bolivian Naticnal Chiowber of Indunirics and UBATD, Its
gharcholdurs now numbher 246, All are private institutions
grouped ag followst

oroont
Private Bolivian banks 21
Bolivian firns and individuals 32
PBolivian mining entcrpriuos 15
Poreign invesiors 32
200
T;tc largost shareholder is ADTLA Inventment Company, with [

23 percent of BISA's sharc capital. Among the other foreipgn
invesiors are the Intoernational Financu Corporation (IFC) and
Doutschs Gesellschaft filr Wirtschafiliche Zusammeanrbeit (IRG), _
both having become sharcholders in 1977. “

LY

BISA's iain office is in La Pag, where 1T professionals are
employcd, There is a branch office in Sante Crus, with 3 profeseionalas,
and o rogional raprosentative in Tarije. Full branch offices are
plamed fir Cochabamba and Tarije in the near future.




Ao of September 30, 1977, BISA's totel assets were US$  24.3 willion
equivelents  Capital and ronerves were USE 3.7 miliion cruivalent,
with pcid-in copital at  USY 3.0 millicn equivelents Long-term dobt
vas  USS 18.9 willion equivalents The loan poriiolio stood at

U58 21.2 nillion equivalent, and equiiy investments at USY 319,060
equiveicnt. BISLt: profit in 1976 was USS 349,000 cquivalcead ofter taxes
end other deduction:,representing a retwrn of 15 percent or invested
capitel. Loans in arrcurs over 3 month: affected 6 percene of tho
porifolio, down from the 15 perccnt level of 1972. Alithough this shous

& consideradble improvement in BISA's portfolio, it chould be noied that BISA's

lending to industry involves nore risks than that - underialen by
the cumncreial banks, as indicaled by the fact that the latter have a

corresponding arrcars position of less than 9 percent.

BISA's objeotives are (1) to stimulate imvestment in the Polivian
privata productive seotor and (2) to give financial and technical usesistance
to this end. :Its principel aciivity is modium ond long-tern lending
for periods of up to 10 yearc, dbut it is also authorized to buy shores
in the enterprises that it assists, a function it has thus far exorcised
very little. In 1976 the loan porifolio wac about 19 percent short-term
and 81 percent medium and long-ilerm. BISA's past and projected loan
operations arc chown in fnnexes 20 and 7?1, BISA aims to huve at lecst

10 porcent of its porifolioc in loams to SSI in the future, but up
to nou only about 6 percent of loan epprovals have been for sinall
oompaniose BISA defines SSI as those with equity

not exceoding US$ 50,000 equivalent and which employ rot more than
% porsons; thus its lowns to SSI are dAifficuit to

.roconcilo to our definition. Niraty percent of BISA's lounc are in
dollars and 10 percent in pesos from if'tt own capital and from loans
dizcounted with the Central Bank. '

In its 13 yoars of oporations, BISA's cumulative reaources have
been in the order of US$ 35 million cquivalent, the principnl tourcco
of credit being:
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Intoramesican Dovelopment Paok ( 1)

v Interasiional Buok for Tieconstraction and Vevelopment (IBRD)
US Agency for Internotionl levelopment (USAID)
Kreditmnetalt fite Wiederawlvan (XM)

Banco Ceiniral de Rolivia (IRT)

Europcan Teononic Comaunity

In addition, during 1977 DI5A succecded in tapping ihe international
vapitel markels with dircet loans from & consortiwm led Ly the Atlontic
Internutionul Lenk Lid. of Landon, together wilh tho Royul Bank of
Caneda, Libra Buonk Ltd.y the Pirst Nationel Buink of Chicago, and ihe,
Deuisch-Slidunerikinische Bank,

Tha cout of BISATz financial resources varies from cne source to uuother ar
from one loan to annther firom the came source, e.f. 3.2% percent to
6 percca;t pe.a. in the case of TLB, sero to 6 pcroent pene from USAID,
8 percent pe.a. from the World Bunly LTROR plus 2 pereent p.2. from
the Atlantic International Bank, LIPOR plus 1.75 percent p.a. {vrom the
Firui Nationol Dank of Chicozo, and 9.5 percent p.ae from the Deutsch.-
Slidamerikznische Banke Umcommitted resources as of 30 Septeubor 1977,
vera USE 5 million equivelent in domestic currency and USE 1.7 nillion
in foreiim currency, the latier being principally from a 1976 IBRD "
loun of US$ 10 million for industry and mining. BISA iz presently
nogotiating o new USE 15 million oredit from IDB. Also, ds a
shareholder in the newly formed Arob-Latin Amcrican Bank, BISA way have
accees to noy lincs of credit in the futwre.

Interest rates charged by BISA are 1% parcont p.a. for working
oapital loane in domestic currency up to 3 ycars, 12 percent p.a. on
dollar lonns wp to 10 ysurs for fixed assets wsing funds mainly
" from IBRR and LIBOR plus 4.5 percent: Peds Tor working cupital
loans up to 2 years using dollar sources. Other fec:s ares
a 1 percent commitment fee on the wndicburncd balance of a loan, som
%o be incrcased to 1.5 porcent, and a 2 to 4 poreent cl o..in\, and
supervision fee on the full amownt of the loan.

Loans of under US$ 450,000 oquwalcnt are uwsually channelled through
" comncreinl banks and carry the gerarantocen of tliosec banks at o cont to the
client of up to an additional 3 pereent pene In tho latter canc, HRISA holdn
tho commercinl bank responsidle for colleection and loan supervision.




Where BISA dircetly manages the loon, it usually holds a 0

mortyure equivalent to 2 to 3 times the amsunt of the Yoan,

BISA's plans for the futvre include icuuing bonds in order to .
craice locel cuerency for lending, It aleo wins bo expand ils activitices
to orcas of thie country in vhieh it is nol presently operating. Filty ’
pereent of itn aclivity iz now in La Paz and 29 percent in Santa Cimz,

where il has been established for only two yours.

BISA haz heen designated as the choannel oy an ITURD lonn of

5% 2,05 million to SSI in the Lo Pav area, ihis being a cemponent

of IBRD's ncw USS 22,5 million Urban Developincnt Project for La Paze
$ST is herein defined as buciness with a paid-in capital of less
than USE 20,000 equivalent, IERD cstimates that about 140 small-
" pcale enterprives will benefit from this loan, asswning tlio average
loan rcquirement is obout U3S 17,500, Terms will be 5 to S years
plus up to 3 years of graces The interest ratce on these louns will be

12 percent p.2, plus up to 6 additional points depeuding on the asscuced

risks or appraisal work required, A relatively high sprend is needed
to cover the sdminintrative costs associated with this type of loan, for
additiona) feasibiliiy studies, and to allow for postible bad debis.

A special apprajral uait will be et up within DISA for the selection,
monitoring :m& supervision of the smull firms'that arc expccted to

seck credit under this schemes BISA is expected to (;i\!e arsistance

in financial and cost accownting to Lorrowers wnder the programmes.

BISA is recpected as & highly professional institution, vell-managed,
well-organized and efficient in its operations. It is a major domestio
source of medium and long-term financing for industry and miniag,
However, it ic unable to selisfy the fast groving deminds of private
industry. It has beer criticized for megloeling promotional activity,
particulerly in outlying arens of the country and perticularly amoug
enall companics. Especially in Santa Cruz, wherc all BISA's lcans have
been plmrmq'l.}pg }hx-‘ou(;!\_' ;pu’_ﬂ commercial banks, BISA is thoughl to be
weak in its proamoticnal work and slow in natiofying local needs. For that
reasen, local businevs groups in Sunta Cruz, including the Regional
Development Authority, are plamming to astalliszh their om development
bunk (sec section on 3.4.3.5). At tho some timo, the commereial banks
in Santa Cruz are mot satisficd to carn only 3 percent as inteimedinrien
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Lor lowy oripminating with TISA, believing Lhis to Ibu ina.ulcqu;ﬂ;r:

cunpenration for the many problen: ipherent in lho collection and

cupervision off theve loans,

Backed Wy lbe internationnd finoncisl eccounmity ond enjoying a
reputution for professionntismg, BIDA do expocled Lo conbinue Lo 1) ay
a very iwporiant role in lending lo inductry and mining, including

ever-increaning witenlion to SSi.

BACO_ I FINANCIAMIENTO INRUITRIA), S.h.  (FAPTHGA)

In Novenbar 1874 a privalc financial institution, Jnovm os Banco de
Finoncilamiento Inductriol 8.4, (BAFINSA) war formed in Oruro. by a
nuaber of =mall wining componics. TItn ‘headquar‘kors: wag awoved to la Paz
in Pebrvery 1977. FARINGA now hus 1,070 Rolivian sharcholders, most
of ithem wining compinies, and 30 together have a coatrolling interest.
EAFINSA's paid-in copiled is 133 1.2 million equivalent. Ewuployecs '

nunber 12, of vhich 7 are in La Paz and 5 in Oruroc.

DBAYIRSA's policy is to extend short and medium-term credit up
to 5 years {to indusiry and mining. As with all non-comucreial banks,
BATTIISA i nol 2llowed to accept depconits of any kind. It

concentrztes on export financing for mining companies,

Subscqueni to criticism for granting loans {o its own charcholders,
B\FINiSA adopted a rule .or not lending 1o any company in which & shareholder
of BAFIUGA hac an interest greater than 20 percent. It intends to assiet
borrowers in project preparation, dbut very litlle of this has been
done  thus far, BIFINGA plane to maintain Jeverage at § to 1, and

%o increasc its paid-in capital to US$ 1.5 millicn equivelenl in the

noear futurc. local rescurces are its own capital pluc lines cof ciredit
from the Ceniral Bonk. Other sources of funds are lines of credit
from U,S5. banks, particularly Citybank and Danco de Boston,

BAFIRSA's maximum term for fixed annet loans is § years, and for

working capital loans 12 to 18 mont!‘ns... Ap with commercial bunks, the

“dntercst rate for local currency loans to industry in 16 percent p.n.

The spread on loans from foreign sources iu betwsen 2 and 3 pereent,
The watimum lown mranted dn U338 100,000 cquivalent nnd the minimun
Uss 25,000 cquivalents Borrowerc ore expected to maintain o dcb't/cquity

ritio no greater than 131. Prefeorred secewrity arvangemonis are mortgares
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on rcol entute(tit not on plart ond oqui; nent), und also the acc.imment

of celce proceads, ERTE

Theorctically, the resources of this financial institulion could
bo mado aveilulle 1o 8SI bab it iz doublful that -
thin will occor due to the odninistrotive provlems and cxpense inveolved '
in Jendirg 1o S5T and BAPIS.ve limitubions in recpeet to perconnel
for cvalwiting cnd supervising Joans, In the opinion of BARIIGA'S
manazunent, very Jittle reliance can be placed on the officin) finuncial
slatemculs of small companics, ar;d ¢ach flow projection: must be made
for wvery cese. At the same time, DAFINSA is of the opinion that
881 arc highly profitable, the average rate of
relwrn on investod cupital being in the ncighbourhood of 30 peroents
This largely coincides with the mission's findirgs.

BANCO 17 _INY/7SION DOLIVIANO £.A. (DIRSA) B

Founded in Scplember 1977, BIIA is Bolivia's newest specialized |
barking institution. Its five sharcholders are £l1 in the private ‘ i
sector. One ic & holding cumpany that was formed to purchasc the
Bolivian interesis of W.ll, Grace and Co.; another is Bolivia's

largest private mining corporation. Eighty percent of the cquity is
owmod by Boliviaus, the ﬁalancc by a Cansdian national, .BIBSA'B
paid-in capital is US$ 1 million equivalont, to be inoreasod to

US§ 1.5 millior cquivalent Ly September 1978, BIBSA plans to build up
its recsources to USE 25 million equivalent over the nrxt 5 years,
depending largely on the support of the 1.S, banking commmity. Lines
of oredit have alrcady been csiablished writh American Expresc, '
Nanviacturers Hanover, Wells Fargo, Contincntal Illinois, Pirst
Xationnl of Dallas and Dow Danking Corporation of Suitzerlund, among
others. Leverage is planned at about 9 times paid-ir capital
including oontingent liabilities. The intention is to have a londing

- mix of 2/3 at 2 to 5 years and 1/3 at short-term. Total lcnding

comnitments for 1977 were expocted to be lLetwoen US$ 5 and 6 million
equivalent. BIDSA has B full time ewployces, 5 of whom are professionalu,

BIDSA's po.lip,v is to.concont'ydto'ox"_n short and mndium-tom -
dollar loans to iho productive seetor, dcfined as agricul ture,
wanching, industry, mining and tourism. Short-tera credit will be
extended to cover working cupiial needn, modiwn-icym for financing
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industrial mechincey @d nov plantse It is wlso allowed to take
equity, and ic concidering doing so in licu of feoes which it wowdd
otburwine charge for its corvices. FINSA aluo hopes to place a nunber
of lurge Governuent and privivie scetor borrouings with internationud

bVanks.

On chorti-term loans the nominal interest rate cherged is 15 percent
PeBey the effcelive rate corusideriug front-ond fees and ctwnp toxer wacunting
to abounl 20 percent peas.  The terms for long-lerm lending very
acocording to tze foreigm source of funds, with a sproud of 3 to 4 percent
p.a. over the cosie. Meturitics must not excoed Y yeors ipzemuch as
this is the maximun term for funds oblained hy BIBSA from forcigo conrvacrcial

banlzs for on-lendiug, BIBSAYS statutes prokibit lending nmerce than 20 percent ¢

e - e : C o : , ] \F .- - [
Ats capital to a single elicntes Seenrity requiremonis are a first morigage

as well as personed guarzabtcves of ihe borrouer, particularly in the

case of small and relatively wkmoin borroucrs.

According to BISSAts management, the mission's definition
of SSI does mot embrace companies that are among ils clients. Not
one of the companies in its preseut rortfolio of loans totalling
approximately US$ 1 million equivalent would qualify 88 5%I, a1l Wiing
relatively large enterprises. BIBSA would not be inte”r'csted'm'_.
in lerding to SSI because of the high vork input requircd. If T
such loans were made, BIBSA rould charge & loun supervision fee to

compensate for the extra time and effort involved,

CORPORACION, FINANCIFRA I BOSTON S.A. (FINANCIERA BOSTOXN)

Financiera Boston, 100 percent ouncd by the Boston Overscas
Financial Corporation, was opened in La Paz in Jwe 1975 in conmection
with obtaining approvel for the establishment of the Binco de Bocion

. as & oommercial hank. PFinanciera Bostion's paid-—in"capi‘l-nl in

US8 1.5 million equivalent. The ctaff at itc only office in La Paz
includes 5 professionals for project analysis.

* Finemciera Borton has been engagod mostdy in mediuwa~tcam project
finaneing for up to 5 years for industry and cgriculiwre. In 2% ycars
of operations it has financed a tolal of 43 projects for approximotely
USE 13 million oquivalent. Very few of theno would qualify as
S3T under our definition. ‘fwo-thirds of tho loant jave bhoon for

new projects and onc third for e;{patrnsionxx. Only 3 were




chort~ierm loaws for working cupital. The average loan usize in

Us{ 350,000 eqrivalent, and ihe aversge tors is 28 monthi, Its wain
gource of fund: is Burodollar lowns {rom the parent company, and all
gub-lcirn bave heen ip Loreimn cichange with the exchonre rink to the
boerrover, Tho iuterent rate is LIPOR plus 2 to 3 percent pede, which

averagres out to abcut 13 percent p.as Arrears are not significint,

und theree has been only ons defoult out of the 43 loanu. Clionts represcent

geographically 7 out of the 9 departments in Boliviae

According to FMinancicera Foston's manazement, the net spread is
about 3.5 percent, and it io Just breaking oven. Since its
affiliaicd company, the Banco de Bonton, is enpaged in cimilor londing
n.ctivi'tien, the two companiec plan to merge ae soon as the Bolivian
authoritiee grant permierion to do so,

CORPORACION FINANGITRA_DE SALTA CRUY 8., (COFTNSA)

A privatu developuent bank for medium and long~-term lcanz to
industry and agriculture ic in the process of formation in ihe
Departmont of Savia Crux. Principal sponsore are the Rogional
Dovol opment Authority J/ and the Banco do Santa Cruz de la Sierra,
which is Bolivia's largest private commercial bank. CCFINSA is &
priority projoct for the Regiomal Development Authority, which
fironces this and other projects through a royaliy of 11 percont
which it receives on the market value of all natural gas and petroloum
prodquced in tae Departmont of Santa Cruz. The Regional Development
Authoritiy will be & 20 porcent sharcholder in COFINSA, end in eddition
plans to provide a loan of US$ 5 million oquivalent under quasi-

equity termo.

In addition to lending medium and long-term, COFINSA intcnds to
undorwriie securitics, insue marketable paper, issue puarantces and

‘letters of crcdit and finance feusibility studiems It does not

intend to erngape in commercial banking activities or make oquiiy
invostuents, COFINSA's initial paid-in capital will be

Us$ 1.0 million equivalent, to be incrensed tv US$ 2,5 million
equivalent within % years, It intehrln to ccok loans from the World

Bank among othors, and plans to sccure i'inancial resources totalling

4/ Comilé do Obras Publicac de Sunta Cruz.
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U3, 175 million egnivalent by the £ifih yoar of operniions. The
gponnors dvlend that COFINA chould cventunlly operute natienally and

not be Linited to the Sunta Cruz erea.

Sanla Cruz busincscuen are dicsatliufiod with the pancity of
asnsistonce they reccive Lreom Governmont dostitulions and Crom '
BISA and for that rcason are creating this new inclitution
to cope with the chorlage of finuncing for investmeat projects.
COFILEA's cponuorn eatimate that the shoriase of such financing for
&ll projecls in the Tenta Cruz arca will amount to about US$ 25 millioa

equivalent per year over the next § years.

CORPORACTON FINANCITNA T SUR _ (eopmsun)

The Departmental Davelopment Corporationcs of Tarija, Potousi and

“Buere are activel romoting the ercation of CODESUR a3 a regicnnl
y P 'Y . &

finaucial corporation with practicelly the sare objectives aff |
COFLISA. A conuulting firm hircd by the three corvoralions has
prepared a feesibility study for COMLBUR,aud negotiaions with

the Contral Government in La Paz are wnderwny in order to obtain
legal wulhorization and financinl support for the ncw orgenizaticn.

BOLTVIAN DTVELOPIZNT FOUMDATION (FRD)

FD) is a private, non-profit institulion founded in July 1971, .
It belongs to the Council of American Developmont Foundations, whichl
was created in Santo Domingo in 1972 for the purpose of charnelling
private resources and capital acsistarce to Latin American countries,
The FBD has distinctly snocial objectives while working in the financial,
technical, :educationzl and cultural ficlds. As a nou-profit organization,
it receives tay-frece ctatus from the Bolivian Govermment., F3D oporaten

with a very small budget, Since inception it has had less than

.U8$ 100,000 for on-lcnding to eligible borrowerss The organizalion hag

only 5 cmployces, all baned in La Paz, but it has plons 4o cpen centers
in Cochnhauba, Santa Cruz and Tarija, where it will organize technical

ansistance to verve those who benefit from FBD loant,

Sources of finance have thus far been contributions from private
pernons and organivitions, a loan from the Pwmamericun Development
Foundation, contributions from the Nationil Chamber of Irdustriesn,
donations from USAID, the procceds from publie health netivitieon, and
funds provided by BISA for small indastrien and handierafis,  Thene




altogether financed 27 Jouns tetalling USS 97 1500 cqulvalent between
1974 and 1977,  Fifty porceni of theso by value went to swall
busincusen-and artivanc for a total of 418 loans with an averapge sine

of Uil 2,700 vyuivolent., Repaymont poriodn varied from 1 4o 3 years
and intercot rates from 8 to 14 percont peae Dae 40 dack of funds
there haws been no further lending aclivity for the past § monthn.

The avernge interest spread to FiD has been 2 por cent,y which is
insufficient 1o cover conts, Tventy percont of tho loans liave been
in arrears and in nced of rescheduling. The gereral policy has been
notl io require guarmntees.

FBD has a plan to create a nervice unit to provide tcchnicul
actistance to borrowers. lielp will be €iven in teaching techniques
of production, adminiciration and cormercialization, internzl
organization and uccouxﬂi.ng)und teclniques related to credit. Por
thir service, FBD is concidering charging a coruission of 1 percent
flat on all loans,

With its limited reszources, both in respact 1o finance and
personnel, FB) can only operate on a very £mall) scales It is in
continuous nced of soft loans and grantse Bocouse of its gocial
oricntation, ‘however, it has been recommended by the Corporacién
Andina de Fomento (CA¥) as an organization that could bdbe axm.nded
to play a more important role in lending to §SI,

CORCLUSIONS AND RFCOIT: LENDATTONS

For Bolivia, SSI is of major importance as a source of enmploynment,
a means to proicote industrialization, and an opportunity for the
formation of vkilled labour and expericnced entreprenewrs and minagers.

In addition, the premotion of S§SI could complencnt ongoing programmen

for developing rural areas and improving the economic conditions of

tho urban poors In conclusion, Bolivia must duvelop a modcan and

healthy SSI sector as a basis for tho succenaful gconomic and sownd

~ socinl development of the cowitiy,

Deepite tho upparcnt profitubility of mont €SI, the possibilitiec
for further growlth and modernizition are limited under existing
conditionn, The mionion thercfore recommends that the Governmeni

'e
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provide specific Tiscal incentiver and financial :nd technieal) ausjntance
1o 551 in opder to dmprove the guality of manvgenent and the efficienay
of operationse Such efforts must bLe conplemented by @ more pouitive '
atlituic on the pat of thu Goverrnunent towards the switl) entreprencur,

who ut prerent fecls alicnated from public institulions.
In order to nchieve ihc above~mentioned gouls, the wission offors

the following sugrcctionss

RGOMUEIMATIONS RLGARDING FTNALCE

The few exinling credit facilities ceuding with 881 are costly
and restrictive, The relatively high cost of credit to 85I is of less
concern tu the entrepreneurs than are the short maturities, exceusive
collaiersl requiremenis, and complicated and lengthy application
procceiures, Considering the fact thal suall-scalc industrinlicie are
largely wiaware of ithe bencfits to be pgained from eredit wijidisation
and that project preparation ic a major problem for them, it is apparent
* that tachinical assistance is needed along with finoncis) assictonce.

85I's past oxpericnce in receiving o relatively minor allocation of
loans from FRI rescurces and in obtaining 1ittle ausirtance from commarcial
and rpecialirzed banks leads the mission to propore a puckage of measures .
for a new lire of credit especially for §SI. Thius package includes the
following three comrplemontary measurest

2) Creuaiion of a special credit line for $SI

b) Croation of a guarantce fund

" ¢) Provicion of spzcisl assistanco for the prepzration of
oredit applications.and applications for Government incontives,

a) Crcation of a specinl Jine cf eredit for SST

The proposcd lire of credit should covesr both fixed investmunt and
permanent working capital, The mission estimates that 80 porcent of the
total future financial requircmentc of 58I can be covered by .
internal cash generation and by other credit facilitics prosontly
available to 8SI.  Ae dencribed in Scclion 2.3, invesiment by 531 for
replacement and expansion of fixed aspets is prodicted to be about
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5% 20 willion tnnually. The necd for a new fourne of financing,

connervatively cotinated at 20 pavecnt of the totul requirement, is
therefore USE 4 million per year.  Assuming 1but the entire credit in -
to be disbursed cver a H=year period and subsequently revol ved, the

totol anownt of row fimancing required would be rouzhly US$ 2C million,

The necds for permanent wvorling cupital ure catimated ac follows:
Anrmzl pales of 851 are in the orde» of VZE 300 million equivalent
(Bee Pable 4 of Statistical Ames: 7. Aszuning that the working capital
requireronl it eguivalent to aboul two ronths' p) =8y or USS 50 million
equivalent, and that the necd for a new rource of funde amounts to one-
fifth of this amount, {ihen a sum of about USS 10 nillion ghould be

earmarksd for permanent working capital,

It is therefore recommended that the total amount of a nev line of
orcdit for $SI be fixed at about US¢ 30 willion, Racc? upen the mission's
obrervations, the orgonization best equipped 1o administer such a mpeoeial
line of credit, including appraisal and supervision, is the Government-
owned Nuuco del Estado (BANESYA)e As described in Section 3.4.1.3, this

choice is hased upon PANESTAY g past expericnee and dcmonstrated'capability.
Lesns desirable alternctives could be the Corporacibdn Boliviano de Fomento
or the Central Bark utilizing, in the casc of the laticer, the entire

commercial banking system,

b) Creation of 2 muarantee fund, aleng the lines of the system that is

being organized by the Contral Bank with USATD support; in order to reduce
the risk factors In the opinion of the nission, this ie & sound programme
filling a very iwportant nced to make crodit facilitics avajlable to .
oompanies or persons that lack sufficient collaterzl.

In ity precently propoced pilet project foirm, the Central Bank's
oredit guarantee programme will be limited to spceial types of SSI in r\m.ll
arous. In the mission's experience, however, most SSY are located in
urban areas and uill therefore be excluded from the guarantee nchemo, By
increcasing the financial support to the cguarantce fund, the coverage
could be cxtended so that all sub-cectors of SSI in all locations would
benefit from casier collateral arrangenentse  The Centyal Bank and USAID
have pledged to support the guirantce fund to the extent of USZ 3.7% million.. -
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The mincicn propones that initially Lhie arount Le doubled {throuvgh
pariicipibion by other institutionz vo th2{ leins 1o o subsiantiol

nunbars of wrbun HBST could bo covered in ihe pilot progrumme,

c) Provizion of specin) assistomac for the preparation of crodit

.-

applicotions and applicutions for ficcal ineomlivess In the opinion of
the misrion, thie aseistonce chould come {roa an institulion outside the
banking system, thus separating tha cost of cuch assistance £iom the

coust of moncye These servicon sheavld be froe of chfir;;e or nt mout carry
a nominal fee, The Covernment chould be encouraged to adbzorb a portion

of the cost as promoticral assisiance to S51,

The existing organivation which, in the opinion of the mission, would
be Lest prepared to provide this lypoe of assistance is INDOFTA., INBOPIA
is an aulcnomons publie sector entity, whose mandate even now is the
providing of fechnical assistance progmurmes aiwed at incrensing
productivity of S3I, There would be an advontage in terms

of objcctivity in having a neutral agency such as INBOPIA wssist ’

U ——

in preparing crcdit applications, which would then be acted upon by
the institution or institulions administering the crodits, ; :

.2 RECOWMENDATIONS FECAPNINTG TACHNICAL ASSISTANCE

-

In addition to assistance to SSI in preparing credit and

incentive applications, the nccd for technical assistance in vatters

of accounting, financial management, and commercialization was amply
documented in the course of the mission's interviews with 94 companies,
An initial sum of at least US$ 500,000 (equivalent to 10 man/years)

is suggented for a tochnical assistance fund aimed at alleviating

some of the problams raused by lack of basic burincss knowledge.

Once u{;‘ain, INBOPIA is coneidered by the micuion as the moat
appropriate institution, wvhich, after a thorough review and possible
revision of its prosent policics, organization and ataffing, could
chunne) tochnical asuistance and extension zcrvices to 5S1. This
tochnical assistonce should concentrate on the following areass

1) Informing SSI of incentives and nources of financial and

technical ascistance.

11) lProparing applications for crodit and/or Covernment fincal incentives.
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§31)  Providing extencion cervices, especially in the ficldn of
firancial marasement (gencral, cont and cash accounting),
indnstrial wunseenont (product desigm, quality control,
materials balance and flow, productici techniques, induntirial
pafely and plont maintenonce and vepair), and operational
management (prnuurcmcnt, commercialization, and merket ra:suarch).

iv) Identifying inveulment projects and preparing market and
feascibility studics,

It ic obvious that Government financicl sapport to IWNICIIA chould
be substanltinlly increused before this instiiuiion can be entruntied
with carrying out an cffective technical asciulance prograume,
Intermationul asgistance to provide foreigm cxpertice, train profecsional
staff, and supply cquipment to INBOPIA would also be denirable.

Altematively, technical assintance covld be adminictered by the
Banco del Ecstado, in conjunction with administering a lending programme,
although probably not without some significant restructuring of that
organization, 1t could 2lso be administered by the Central Iank,
utilizing the same facilitics as exist within the new lending programme
for agridbusiness and artisanry. The Bolivian Develeopmont Poundation
already has plans for a business advisory assistance programme on &
limited scalo,l and this could be expandeds Such assistance covld also
be administered by cr through the semi--autonomous regional development
corporations, cuch as COFDZPAZ and CORDECO. These or(:ani.zutions are
already giving financial and iechnical assislance to snwall farmers ang,
at lérmst as expressed by CORDEPAZ, would wclcome the opportunity to extend

this aid to small businesctes in rural arean,

The micsion advocates the crcation of independent management ocnlers,
similar to those exiusting in other Latin American countriese These
conters could bo cstablished with Governeent grants in the beginning
and could laticr cover a major part of their operating cosis through
training fecce For SSI entreprencurs, training fees could ba nominal,
Seminars for SSI chould be carefully designed to cover basic knowledge
of wmanagement, adminictration, productien techniques, and commercialization,
They should have a practical orientation in order to complament the
accunvlatoed exporience of smrll industrialicice




4e3

RECOTERDATTONS REGARDY G YMHIE LWGAL AITD ADUMTHISTRAVIVE 150V ILIORK

In order further to utrergthen 85I, the maticr of official poliey
shonld be reviewed and legislation amendods  1n particular, the misuion
recommenda the followings .

a) Preparving a develovment plun fop 85I, in which policico,

LY re T

ptrategies und targets are clearly definede The impact on H5Y of

Jarge projects in the industrial scclor as well es in other sectorn

of the econony, such as ogriculture, education, health and trancport,
chould be consicdered for determining priority activities for S5I.
Programies such as the one lin%oed to the aulomotlive industyy of the
Andcan Group will create a numher of possibilities 1o provide compenents
and scrvicef.; through 581 International organizations shonld be in a
position.to amsist in prcparing such plans,

b) Improving existing legislation through the anendment of existing
investment inconiives or the issuance of a special law for 85T, New
logislation should cover exicting ag well as neow enterprices, The
incentives that are the meot urgenily neceded and which thould bo
roadily attainable arct
i) Exempiion of custore dutics ob'._iﬁpoi'té.d'_ggﬁimqht and
raw materials, ' ' . -

14) 1Income tax reductionc in case of reinveatment of profit,
oither in the came company that gencratea the profit or
in othor existing or new enterprisecs,

111) Export incentives.

Repulations converning the availability of financial and technical
assistance should be included in this legiclation,
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BOLivihe  THE UL BAROUR 1ONGE TN 1916

TADL: 13 UIRAN LABOUR ¢houeg

Persons_(1000) Shara_in Totul (%)

’

1e  Fuployece willi fixed working hours
ond reguler income 419.5 55

2 Undcr-enployed persons with irrepunlar
working hours and flucturting relelively o :
low income 236.4 n .

3¢  Tndcpendent Professionals with rclatively
high income (lawyers, doctors, cte,) 4548 6
4 Uncioployed 60.6 8
| TOTAL URDAL LADOUR FORCE 762.7 100

Sources Mitioncl Institule of Statictics, "Invectigation on !
Employmenit, Scpbomber 19774 a sample survey in
4,400 houccholds,

Y

PABLE 2:  UHPAN FIIPLOYMENT BY SWHIPOR ‘

1970 1912 15, 1916

. (*000 porsons) ‘
¥ ¢ ¢ based on 1974 ,g |
! distribution ' =
Profeccionals 6.0 6,0 6.0
. : 305.0
- Urban wnemployment and '
undor-emp) ayment 39,0 39.0 3.0
Urban Buployment
Miuing and Potrolcum 6,0 5¢8 55 45.8
Manulaciuring 12,1 1245 12,4 ' 103.0
Civil Construction 3.9 4.2 5¢5 45.8
Encrey, Trancport and '
Communications (] 509 5.5 45.8
‘Comnu:ree 10,1 909 9'4 1805
Scrvices . 16,2 16.7 16.7 138.8

R o0 D + V=t b eristr H bt

Sources
Te  "IMan de NDesurrollo Yeonomieo y Social 1976-1980%, Volume 1, ppe 129-130,

2. lMinistyy of Labour, "Rsindicticd Laboral. 1970-1975", ppe VIII and Tabloes
12 and 40, '

Je¢ Risaion cotimtes Lased on the Scpicmbcr 1977 investimation on urban employ.
wenty exicting Jabour otalintico, and reecnt data on the wbin labour forcue

.




BOLIVIAs ESITOYVENT ACCORDING TO 8I1ZE OF INDUSTRILL EWTERFRIOGE

Covornment

Institution Meodium mnd Tolal
Reporting Articanry Small-scale Large Scale fmployens

. Ro. % No, % Noe. ‘;I" No. ‘ii
Sooial Security | 1,950 7.6 7,956 31,0 15,756 61,4 25,662 100.0
Ministry of Lebour 1,181 5e7 4,702 22,7 14,831  T1.6 20,713 100.,0
INBOFIA 111,249 66,6 25,729 15.4 30,176 16,0 167,154 100,0
Yinistry of ~ smal)_and medium togethor

Planning and ' Yo, . 3& {
Coordination 39,517 28.8 97,610 71.2 137,187 1000 |

)

Bowoe: Informalion collcciod by the minsion during visits to the following
institutione: ‘

fe Boocial Scourity: Computer j:rint-out prepured upon roquost of the
- mission,

2, Miniotry of Labour: Computer print-out showing employrent, enterprise,
location and industrial activity.

3, INBOPIA: Unpublished report dctcrmining parameters for o work
Progranmos

4 Minisiry of Plamming and Coordinationt 11978 Progrons Raeport on theo
Pive Yoar Flun for Kconomic and Social Development 1976-1980,* page 5,
~anpublished dralte -




BRAWEGTIC L, TUNOATION 00 SNTSIPRISYS VISTTED NOVAMIR 1977

(A8 NECORDED ON QUESTIONSAXRES)

L TABLE 1z _LOCATION OF FWTENPRISLS
ey TARLE 13 NUMBER OF FLinis
La Pos . 38
Cochabobn ' .15 .
Bta. Crus ' '. 9
Parijn - - ° s
Oruro 5
Buore 4
Potosi 3

—

v Total 19

P4DLE 2140 OF FATERPRISES

-
= AR JIN YEARS . NUBER OF FINS
0-3 17
- 3=5 0
5 = 10 ’ 12
10 - 20 AT T
Nore than 20 . 4
Total o L

Average ages 18 years

Y

7’

LI

-

n
1)

15

20

»
100




EAGHTGY Lol Pl il

No_L RO VAL FULSER OF I3 'PRICENE o
Up o 10,000 - 6 20
Up to 20,000 | 13 X7
Up to 40,000 - 26 T 20
Up Lo 60,000 .9 | 11
Up to B0, 000 | 9 ' : B § |
Up to 100,000 : ¥ A 21
Totul 19 . 100

Average 3nvoctment in machinery and cquipment US ¢ 44,000

MADLR 4t SI78 AS JETRLTIEN BY ATROAL sATms. (2976)

, NUABER OF YIS PEICENT
tp to 50,000 18 22,8
50,000 10 100,000 20 5.3
. 100,000 to 200,000 M . R X
200,000 10 400,000 M 17.7
400,000 to 600,000 1 8.9
600,000 10 800,000 A 5.0
" 800,000 to 1,000,000 ) | ' 1.3
WA, " R Y 1.3
T _ ', 100.0

.

Avorage awnual salest U3$ 188,000

1/ Ono company shut down for the entire year due to fire,

4

[ IR ey 2
[l




WORKEDG WMEDER OF Pk

5 {through 10 20

11 through 1) 14

16 through 20 12

2) through 25 9

26 ard more 24 .

Potud ' : _7_9—.
I

Average namber df vorkers por fimms: 21

1/ Exoluding ownor,

B . 1. JMDER OF RIPY

Adninistrative and Clericnl 116,
Bkilled workern 476
Somi-rkilled workers 61

. Non-skilled vorkers ! 41)
Yotal | 1,638

Average asscis per employecs

Averuge fixed invesiment in wmachinery and

equipment per employees
Avorago sales per employeos

B oan . eadvmers e

-

S LA A TG I BN OF MO

_PENENY

25
18
15
n

1N

100

Sy soup

25

100

" $ 6,700
us § 2,100

vs § 8,950
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BUNER LN G SIS Y, ACYVTEY,

PO TPR P A S R

Wl OF FY P |  YERCEN

Food procecuing 12 g . ,' | . 15.4
Loalher and leouther products © 11 R 14.1
Wood and wood produchs 12 : 5.4
Poxiiles and wearing apparcl 4 | 18.0
Metal products .13 , S , . 16.6
Building waterials ' 6 1.7
Others o 10° © '12.8
Total o 8 200.0

. S DI e
.

L)

PABLE 8: ANUAL SALES BY INDUSTRTAL ACTIVITY (1 gjg)_}__/_

"ne o ' S5 3 000 . - PERCGENT
Pood procesning 3,718 - 5.8
Leathor and leather . 2,101 . ' 4.4
' producis .
Wood and vood productl 1,527 _ T 104
fextiles and voaring 2,494 | ‘ _ 7.0
apparel . : .
¥otal products 1,084 | | 7.4
Puilding materials 1,336 S D
Othcrs '. B 1%X%) | 15.9
Total ' | 1,653 &/ ' 100.0 .

.1/ Based on data fron 70 firms,

2/ Inoludes oxports, mainly lcathor products, wearing apparol, and
handicrafts, for a valuc of upproximately US $ 405,200 cquivalent
(2.8 pexr cont of tota) sales.)

7
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L TEE I T T R RS S Uy

BALIS_11ANKER

Excensive competition from large
industirien wndfor artinons
Insulficient dempnd

Competition Mrom contrabund

Excensive dom-time due to
exocnnive product diversification

Low gualily of product and densgn

RAY FIATRRTALS

Insufficient supply
Excesvive cort
Lovw quality

TEC!ICAL, ASTIEGTS

Frequent brecikdowns
Production hottlenccks
Inbilily to operate machinery

FIRANCILL, PROGLES

.+ Bigh production cost

" "Lack of working capital

M!}OIJR

Unrclinbility wnd low-
predvctivity

Lack of skilled labour

IRFRASTRUCTURR

Righ frﬁni:iwrta.tion conts
Lack of trancport fucilities

TOTAL NUMBER OF EXPLANATIONS

A\

(IR Vil il
o ol

- RUMBER_OF_Fiidm
é

w ool

W e eoe -

35

® ® w

|§|,.

>

PERCERY
5

18

12

e

kst i e

e e e T ket




TRABLE 1150 PROJIETS FOR RAPMISION Ay DIVERSTFICAYTOR

(O THOIRATD 1,5, TOLLARS)

- PBOUECTH  INVRSTIT  cremp

" POOD PROCESSING

LEATIZR + LEATHER PROMUCIS

WOOD - WOOD PROVUICTS

TEXTIINS + WEARYNG APPAREY, -

METAL - PRODUCES

‘BTLDING MATSRIALS g

OMIERS
[ 4 ® e
. 1
OmAL e .
o l. .

~ FORRION RACHANGR

., .
» W o
LJ
.
' ' s
.
.
" - aqgmpean®
LJ
. L]
.
* .
[ 4
.
[ ] . .
*s
* ]
. ¢ o
’ *

NUNKER
or PIXED

PERCENDP OF
VOTAL FiXiED

Invesmammy

, . . 2.245000 "82500
" 10 1,615.00  1,331.0

w 2,122,80

2,212.00
“ 'O372-5o ‘.81105'
3 115.00 5715.3

1 499.30 )62.8

21.3

1:.3

" ‘0'521.70 8.68903 100.0
P P . .
5,0861.70 %5.0 -
” *
W
4 . .
A
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