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This ¡report wan preparnd. by a UWID1 mission (Uorld Eank/lUFIDO 

Co~(ip'-.r¿».t i ve Progrcrcm;»), which vini bed Poli via during tho period 

7 November to 4 I»3oenib..-.-r 1977. 

Tho mifuioii was^çflariflmitl, M¿ r.ocorsf H. Molinaj( indus tri--0   en.anoor 

und r.5.B!ó.on I and o r) Q... 'Tho rson QT irroy, ojal an.v.l,y4) ai«j£?.  lV;-.<:li^:o > 

(industrial eooiioidui),     l':r. J. liiraki of .IBRD accompanied the 

miction dur in »j tho first two v.^ek«  in tho field,  helped j>l&n initio on 

BtraW;y, And provided advice on sources of infcreation.    A .Bolivian 

consulting fimi war. hired to ad; unie tor a questionnaire to a selected 

isampïc of email industrial enterprises in La Pas and to urrangi- 

contadi: and interviews v.-ilh representativos of public r-md privale 

inet i tut ions.    KU: zi on ir>e:ribe»r3 administered, tho questionnaire 

directly in 6 other ira.ior cities. 

The Ministries of Planning and Coordination,  and of Indue try, 

Consiisme and Tourism acted ne Solivian counterpart«.    Logistic support 

W&u provided by the Banco Industrial S.A.  and the Departmental 

Development Corporations.    The National Chamber of Industries    and 

the Departmental Chambers of Industry were most effective    in helping 

to iseîcet and contact companies that were visited by mission nciubori«. 

Spooial acknowledgement io given to Kousrs. A. Valuer,, Under- 

otcrotary of Planning and Coordination,  and Mr. R.  Arrivillaca, 

XBXD'u Kosiílcnt Represen tut ivo in Bolivia,  for their help in cicaline 

the iDinnion with the Government and in ir.ak.inc preliminary preparationo. 

Thanks are alno extended to all other Government officials, represen- 

tative» of financial institutions and mattatore of enterpriser! vinitod 

for the hiüh level of cooperation received.       ,    .. .     

t 
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1,      Ky]-¿;/'!?V 

Por the pu:-po.:-s of 1.ho minráon and in atfrenrnont with «üvcrnment 

tmthori lier» air), private ¡.v-clor representative',,   r.mall*-»«alo  inOur.tr.i o:; 

(SUI) wave defined a« *wU;rp.rir.cìf> bavins fi;:;o:ì asseta bctv.-een \ÌL'   2.^00 

CQuivûIcni ami t&S  100,000 equivalent, ercjiutir.Q land and luii.lc'.in^r!, 

liXiô bclvrcoii f, and 2lj employee!-.    l'or purpoivoa of definition,   tho 

roir.sion rece'tvr.eirlr. to i ne re o no the number of ouployoeti to {)Q and to 

up-dato the limit for fixed inveai::iont periodically by mcanw of 

relevant index?.:«/--. 

Bolivian ini IT, try ic i» an early »itase of development,     'lìtio 

fact its ruf lee-tod by it;., Phare of mound  12 percent in GbP and less 

than 7 percent of the country«B total labour force during the past 

5 year..;,    However,   USI aro an important and dynamic pe¿jr.icnt of th?. 

whole industrial sector, contributing about V) percent of industrial 

value added,   3? percent of industri*! employment,  and 16 percent of 

Crof;s investii'cut  in industr,;,    The main iiSI activities are the 

manufacturing of consumo;' goods,  such an food,  bp-vera^c-o,  wearing 

apparel, and wood and leather products. 

! 

Almost the entire production of ßSI iß declined to omo 11 markets 

in the vicinity of the product i ou faci litico.    Duo to the land-looked 

position of the country, poorly developed surface transport facilities 

and high production costs, export* of SSI products are limited 

mainly to handicrafts. 

A aainplo of 97 companios wes vicitedj    however,  18 were found not 

to comply with the established parameters for SSI.    In conerai,  SSI in 

Bolivia have a one-wan or one-family ownership with all managerial, 

administrativo and production responsibilities under one person.    AB n 

conuequonce, and to avoid the introduction of middle management, companion 

have to date deliberately remained Knall,  a fact reflected in the 

average uf;o of 16 year» for the companion  included in the cample. 

The manager-owner is typically woll-vr.rrcd in the cimple production 

techniques uued in Bolivia, but lack» formal training and needs technical 

aas ir.Lauco in th« fioldo of financial, operational and industrial 

(¡iana¿:ei.ic:ntt 
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Tri /.v.cior'.l ,   worker;- arc  i.rained by the cv.ip-.-meH by '.•.•Irish thoy aro 

o:upIoy"d  and uro  oomiic'l'.ro:! ckillod who;'' thay have inore than rj years of 

on-tho-jab o;;; >! ri ••.ne-ci«.    'J'h-.-y demon it rato the .ability to learn rjuicklv but 

rjliov: a di^in;.1 v-'r'tion to work according to a regular schedule«     Lai:   • • 

rat o f. ."./•<-: aiU'Vjr; DIM lowart in Latin Ann-noa,  and the lo.'.'ir'.'Jati on 

pertaininf; thereto ir confnainr: and eut--da|,cd, 

])uo to a chronic r.horta'-o of working coivi tal,  nil uaually bny 

raw ¡naterialr. and  nuppli.cu on a daily or weekly baric from jrapjvtin.'í 

fir¡n:M  thereby involuntarily rfcrtouncin;;: the tax cy-oiripticn:: fur which they 

would often in: hì:j filile if they i incori od directly. 

Capacity ut il i ¡sal i on of plani and  equipment ir. 40 percent-  on the 

average due to the limited mar''.et,   chortarr-; of workin;; capital,   production? 

bottle-neck':;,  ne ebani cal brcak-d.Ot.Tir:,   low produci i. vi ty of labour,   and low 

quality ni' producta.     Ti'an:, port  problem of both raw mat erial r, and f iniühcd 

product" o.lfio contribute to low output.    I.'ar^y of the CM.lier companies 

operate in rent od prenifjeu or in a y>art of the o.'.wir'î. hc.uaaboldi   con ro- 

quent ly,   plani- lay-out,  material flew,  and ccr.forl and safety for worker« art; 

matters that »how neglect.    Production equipment and machinery are usually 

old cm/or second-hand and lyokin;; in repair und maini enanco, 

Aoeonnibility to industrial  credit is restricted to S3I that are able 

to cope with the relatively short  maturities and difficult  collateral 

rcguireraentn innoned by both public and privalo banks.    Banks are reluctant 

to work with G3T. because of the riada; perceived, because of the   costly 

proccr.idnc of often incomplete and ill-prepared credit appi i cat iena,  and 

because, of the unattractive interest epreadt; on existing linen of credit. 

The mis: ion recommends the cslablinhmcnt of a special credit line for 

SSI in the magnitude of UT>S 30 million for fixed investment and 

permanent working capital.    Among several er.i£>ti)j£ alternative."!,   the 

Bolivian institution fcej:i equipped to administer thia credit  line in 
believed by the minisi on to bo the Banco del Eatado (BANììSTA).     In addition, 

mipport is recommended for the px'opo^od Central Bank/USAID tuaranleo fund 

BO tliat ito bonvîfitn way be extended to SSI in urban areas.     îîuch mpport 

could involve tho pled^in/ï of up to USS Ì.71) Million.,  thei-tby doubling 

the capacity of the fand that ha» already been proposed,    Tho mini; ion 

iccoiiti ndc a profciammc of special nnuir.tanco to Sal in the preparation 

of ero Jit and incentivo applications and nomina-ter: tho Bolivian 

lm-.tilulc for Cmall-.Scalo Industry and. Artirvmry (iKDOl'IA) an the i:ior.;t 

appropriate institution to provide thin typo of assistance, 

A need for to ci m ioni ar.r.ir.t:uioo in baric buriner-a matters: inoluainr: 

fiirtnci"'! K >n.î^cment and cotnitorciall/.atJon wa:-. observed by tho minaiun an an 



adjtuvvò   ' r,  tho   ).'V"ivi'.Hn,'; ot* >c;w erorli t facilitaos',    A:::-.ir.tanoe in tili 

î>rcpir ili on o i"  ba» r-ble  j..-ejects ir¡ al';o generally nocdod by SUI,   an.!  the 

Bo! i v tau  inst i. i ..i l. i on roeoi: morded   lo administer Ihoco í¡crvi.ci:.::  ir; once again 

IIIDOríA,    llovíovor,  tht;;   i uu I. i tut i or, would  iiuoi to bo roorganirted and  stvengtho;ir*d 

for <>n-h an important  ta;;k,  A fumi for technical anr.i. atanco to the extent required 

world call   for a mi.nir.utii contribution of UiJS ¡jO0,0GO (equivalent  to 10 i.vm/ycar::)* 

Tho t.ûiîiïion alno ror.oimiciidr.; that independent nnnagopiont centers; bo oetab- f 

lishod '«'ith th?.  initial help of tho Uoveniir.ont,    Thone coûtera should offer 

training in bacie operational,   acimini stiviti ve and industrial Kia>ngCi.io»t» 

The Government hat: no policy for 251,   a fact reflootc.l at all institutional 

level»,  whore a preference for largo industrial enterprises  ir, apparent,  Existing 

institutions; dealing with 331 aro not  properly oriented and lacle sufficient 

resources and   staff to have a meaningful  impact. 

(liven tho fact that a hoalthy and modern ZZI sector ir; nesecraìy for further 

industrial development  in Bolivia,  tho lr.isslon recoM^ends giving spoliai attenti or. 

to SSI in tho country'« dovei opniint plans.     It altio rceo>nnor.ds modifying existing 

legi alati on or enacting a special incentives law,  possibly of a  temporary nature, 

for all  existing and new f>o.C. 

cmAK ACT.''iigrïCs_o? 3MAT.V:g£Ai^_r?"•r\srinsg_iw_>yu 

Tho official definition used by the Ministry of Industry (both BIE0PIA 

and tho Directorate of Industries) restricts £31 to enterprises having 

fixed assets ranging from U33 2,C00 to U3$ 50,000 equivalent.    For tho 

National Cluübar of Industry,  SSI fall within their Third Category 

Membership, v.'hich is defined i\a having paid-in capital between U3;> 2,500 

and USJ 30,000 equivalent.    One must recognise that these figures have not 

been updated since 197-1 » uiwl that they do not reflect today*a values of 

money and asseta.    Therefore,  the Mini a try of Planning und Coordination, 

together with      private and public Rector institutions dealing with S3I, 

as well an the mission mombors,  agreed in tho courro of a meeting; at tho 

beginning of the micción to raise the upper limit on fixed investment to 

USÒ 100,00.'),    This definition excludes land and buildings, because those 

assets are often not ouiod by SÎ3I.    Koroovor,  employment (workors and full- 

time administrators) vas token as a socoml parameter for SSI;    tint limit 

was tentatively cot botwoon 5 and 25 persons,  excluding the owners lho;i>solvna, 

Ai» a remit of the above, artisans wflro de finad an «ntsrpriscs having 

on invor.tir.oat in equipment of lrr.» than \Kïï 2,000 équivalent and ].os?i tho» 

fivo enploy.v.ii.     They wore excluded from the survey» 
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The pre.-!.. ".;;(; ti Oí) of qualify in.-; S3!  to IH: visited unü  i ¡itovi«; od by 

the lui:.:, i ori \ut¡. difficult due tt» in:.efficient sUitifMV.ir.a'l data ori investment 

and employ in o ni.     Out  of 9?  onterpri^en that VK;JO vir ri. ed anú evaluated  e. 

the: bai; i .-J  of reni value of equipment and í\ottu-.l er.iplo.Vir.rini,   only 79,   or 

about í)0 percent,  complied with the cri i cri;. rcr-;rdi!.¿; value of fj;:u.l invest- 

ment.    The eirolcr/i/.cnt  limitation of 25 parpens  wac »nere  b,/ only £5 enterprises, 

or '¿I percent of the Sample.    Hov.'evrr,   because of labour-intensive; product ion 

methcùs .md owner-mannseiw.nt oiiaracvoristics,  25 companies with mores than 

25 employees wore finally included in  the survey. 

On the basis of the mission's o:z y e rie)«;e,   it is  recommended tint  the Si; I 

limit» on investment value be updated periodically ir. aooor&vnce with suitable 

indexing.     Additionally,  an ine recce in the upper limit  of employment for Sfjl 

to 50 perdona is reconirnended.    Without  Buch an increase,   a lar^e number of 

firme hiving the fccnuial characteristics  of S°,I would  be a at optically excluded. 

Statistical information, which are available r\nd which continue to bo used 

in V.'orld Bank reports and Government projections for the current Fivs-Ycar Dan 

(l97^-iyno), should be accepted with reservati on.    Hany of these data, although 

consistent within themselves, are in the process of being revised by a number 

Of agencies:    by the Central Bank for economie data ovich as croas production 

value and value added}    by the Central Statistical Office for population ^, 

labour force und urban employment;    and by the Ministry of Labour for 

distribution of employment in manufacturing inductries  in urban areas. 

Within official ctatistics,  data on SSI aie «a-oally combined with data on 

artiuanry production.    Moreover,  mont of these data arc tnkon from official 

quoBtionniireo which, for tho obvious reason of mirnmiainß tax liability, 

tend to understate capacity,  investment,  productif value and valuo added. 

ïlie miiiBion has therefore prepared a now Bet of data on SSI brined on revised 

Official economic data, an yet unpublished, and on tho mission's findings in 

the courr.o of interviews with 79 Bolivian nmall-scale enterprises. 

j/   The 19/') Census established tJjat. Bolivia han a population of /[.6 million 
us opposed to tho 5*6 million that had been estimated on the basis of the 
1972 Census. 
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Bolivia ifi at im r.ï-vly ntage of industrial   development.    In 

197**, inuuufuctiirius industry employed Iti:» th:m 7 percent    of 

Uwlivia'fi toU-.l li.'.ijour force, of about I.5 m>Ilion.    Conditions predai linfe* 

i» 19'/6 «J» be 0 ulnari :>.cd ai; follov.v*i 

liglJSJI 1 

BpjaVlAf Jl-Ií.Süiíii.^S •îO'iiic Indi L-SüÍ£í--£ST. "'Ha 

Value Ad ('.od Orofcc prodi Action Voluo Empi oyr.iort 

Roonomic Rectors £b million Percent ^'i> pillioiiM JP ;rcHut »000  oerr.onr; 

Asricuitui'o 10,006 17.0 740 

Comnerco,  Hetals, 
Rostaurairts 11,371 19.3 79 

Mining 4,067 8.3 46 

Energy, Trans port, 
Communications   • 5,23? 8.9 46 

Manufacturang jum &2L afilla 100.0 m 
Pood/Boveragee 2,623 4.4 7,031 41.9 

Textile/leather 1,677 2.8 3,641 21.7 

Chemicals 1,722 2.9 2,532 15.1 
Other 8ub--»eotors 1,348 2.4 3,561 21.3 

Other Sectors 2OrO03 

56,949 

34.0 186 

fötal IOO.O 1,200 
Mnauaaiatsn BWr» mrwm 

urcet      Unpubliahod BtatiBtical data of tho Contrai Bank, 1976 coneue 

«1 population, 1977 oample conçue on urban eaîploymf.nt and hourt««* 

holdß. . 



¿?2i£J--!l£-.)-~.'-.\r£LJL   nnow  '•"<-' "if'S't  r*5cmfc data on population 'md 

urban    unti  rural  lubour force. ïcr;pootiV'..l,y\    Auîî'iT—i giver; details on Gill•' 

and over.-'.?..!  economo grouth r.:tiH;o 1970.    According to tlicso data,  Tiol ìVìI'ì; 

population tot-died about 4.63 miVIion in 1970r grüv.vlng at an annua)  roto 

of abr>;rt 2.5 pcrcoir!,.    The Bolivian economy     grew at au ovor.ìgo 

rate of 6 perccv.it per year during 197û-V)7u;  ilio n:iTil'af.v|.uring r-set or gv .u 

olighily facte r at an avemmo rate ox" Y.2 percent p<;r year.    Thcue re-suit;:, 

vero achieved during a period of political otabj.Jit.v, of inr,r.;<""od world 

market prices  for Bolivia*!! main export:: (minora.) r. and n.cr.'-i't.rrou!-. m;;tali.i) 

Mid of favourable voathor conditions for agricultv-ra)  product«. 

/it the and of 1977»  a ricrea of uncertainty MM     introduca  Ví¿fch 

the announcur.ient of general olcutiem: scheduled for mid^l978,    This could, permit?; 

reduce pro.'poets for economic growth, at leuat   during ¡97B.    l'ore ver    on- 

going effort« to increase 1:0l'Id market price« for luydrocarbonii» coupled with 

an increase in domestic production of hydrocarbons an well as of i-.^j ¿culta; al 

and industrial goods, aro expected to counterbalance any negative effects, arising 

from political uncertainty.    The Bolivian e con ont/ i;.:.,y therefore,   continuo to 

grow at a steady rato of about 6 percent per annum at? durine the previous» five- 

year period. 
^£r.,i.l3Ld    Gn^ ^ac sumuury table on the previous puge clearly indicate 

that consumer good« continue to bo the nain producta of Bolivian mumifno luring 

industries.    Pood producta and beverages account for about A?, percent of 

industrial output, and textile?; and leather products for about 22 percent.   She 

chemical industry,as the third largest sub-Bector, accounts for about I5 

percent of  industrial output. 

The moat recent investigation»    ihto   employment  m. 

urban arous,where most ci' industrial labour is recruited 1 is shown in 

/nngx_^t   • Tbesi. figures indicate that about 236,000 persona, or31 percent 

of the total* urban labour force, aro presently under-eisployod, i.c„are subject te 

irregular working hours nnd fluctuating, generally low income.    The    un- 

employod constitute about 60,000 persona,  or 8 percent of the la.l>our* forro. 

These figuren aleo show the important role that imnufacturing industry, end 

especially SSI»will have to play to absorb around 300,000 persona who are 

at present either undo reemploy cd or unemployed in urban arean. 
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TiiroviiaUf.» O;î  Ih? total oumbor ¡.mì ci«« of LoJivian induntriu)  ontoï-- 

pri;';::  i;.  ¿i.-':-;-,l.:t(. vu^i í:r;)i-,)0;,c!.oi;!.,     .j^.    j);ij inoul    RÍÍC.¡.Hlry    of 

lnàu;;!v:i.^ icaintMnod by ;?1C» :¡• 'iiiuoypJotu.    Lvr.jrHc tho fact   Dvd 

rof;ÌB-i.r:'.ìi.«i i ¡: cblitfìtory,  an cyUjir.t'xI 30 i;,-re cat of till ontfcrprir-.o.'i, 

cup^ially 1;J,{, ¡.ynrOlfr oner., have f;d3orl lo co;,,!;/.    K,;wbor:-.hip in 

tho "irvlu-n^i. Gviiïo.r of Indurrle.-; :,ovcr:s Kinr.ll, m:,lhm n,,d 3:v,-c industrial 

onle/;.;!^:; an/I. i-cludun Brinami, whirh they doflut, a¡; wU^riyoo with 

leu:: than    U3    S^.^OO nqn:lvalwt of naid-iw oppila.    lu lytf,  total 

Membership uà« Jtfo w.terprkr.n which iho Cha*b,r «btiraalcs to represent 

about >0 percent of ali exi.-¡t;.nfí industrial enterprise, excluding artiísooi-H, 

These tatimtoii art clono lo the mx^iorx'v finding:, vhieli havo br.0iì 

derived from ewployr.iont ¿uta. 

Officia ruta un inOu:¡trial umpicyniant uro equally incompleto and 

contradictory (eoe feaj.).    Startitj with    total induatrial 

employant  (303.0ÛO pcroow: in 1976) :^d ûppjyi»tT uvemgo e^lcv^ent rijuron 

for ívríiRaiu-y nr.d cifall~scalo entorpriue  (3.3 for nrtjcanry and 21 for Sul), 

the i.j.Hcion arrived at tho ful3ouin¿- brcak-dotmt 

ai?^..eOj;dCinLrÌS3 &^LJ£L^<^E^'.i gumlxir oí; Binployoçq 
Lai'íje and îîediuin ' 350 20,000 

Soll-Seal 3 1,600 33,000 

Artí.aaary 1^,000 20,000 

Total lC,9'jO 303,000 

Sourç«:    üiDoion estimates 

The olBolon attcxptcd to dotoxmine the decree of S8I participation in 

Bolivian economy by eatiaating ite share in certain major economic parameter». 

Tho eliaiM of S3I       in    ßrooa doMootio product (CUP) way arounJ 

4.4 percent in \<Jlû. Durine tho »ame   yo:*,    tho 

CSI »:hnrc in total value added of iriMiufnoturin;: induutry wat-, in tho order 

of yj percent.    Thiu fi^uio io rolativoly clono to an estimate made by 

1M330PIA :irr Ipf?.,    Tho uvnilabio data aro ouiiwiarized in tJio following tablet 
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Íl^ÜÍL .il;liKi:-£r.iî!.i!jL5.i?.!?5 

U;>3 Million 

Grcsn Poínos tin Product 

Valued /..ìi1 KJ by ¡.Liüuf.-joturinß industry 

Valued Adùî-fl by ÍJñl 

19 ^ 1976 

2.0YS'. 3 .   2,947.:> 

248.3 36G.5 

n.u» 129.3 

?   11.9 

porcelli- 

_J97£^ 
12. í> 

n.a. 4.4 

Valuer! /.dded by Ma,i»ufacturinß l'nduntry/OP    11.9 

Valuó Added by SSl/CPï» 

Value A-.lùcd l>y SST/vVTucd Added l'y 
J.!!í.r.ufr.cturin¿- Imhu, «ry n.a* 35.1 

* This; fi/M.'?'ü  is calcul;.-! «d by muUi plying tl.'o averag« annual cuíca per BNall~t?calft 
cinterpr-U'.c   (\!f;, 1fcS,000 equivalent)  by the total  estimated nu;'bor o." cniali-ßcolo 
enterpriser;   (l,60ü),   in  turn muli..iplied by £,'.', percent value adduci,    ïbc 43  percent 
fj.u-.i: o !.:•!> derived fron data collected from eompcnioH interviewed by the nifw:ion. 

Source:    Hat:ioral /.ccourntü aad win:; ion estimates 

Wie. official fibres in reypect to Bolivia's; labeur force nnû. industrial 

employmsr.t roquir?.d adjust mont on the baa i 3  of tn«.* renultt. of the  1976* Nati cool 

Ceiwuf on Population."   In 1976»  Bolivia's labour force totalled tibout 1.5 million, 

Of vhieh aUnit 50 pcioont were located ?.n urban arca«.    Employment in marmfaeturir 

industries was about 7 percent of total labour fore«,  avid employment in Hal almost 

one third of employment in manufacturing and about 2 percent of tho total labour 

force.    5'hie if? uninruaviscd in the follovinç table: 

CABLE M° /j 

VpVNTK'.   ffiare of ^A-.ift,^.»!-,..^?^_wil'..J'.c'r.?,S\.'""^..If1 JA-^.!lr» ^VI"0 in 

"J ~""IU'"""'' ~" """*** ^amrfac;tur j.T.-y Sec tor 

Thou'iamlu of Poifuna 

"970 ~ 22IÍL.1 
Total Labour Foroe 1,264.4 1»510.5 

Employment in Manufacturing tiß.8 103.0 

Bnploymant in SOI 25.0 33.0 

Percent 

13ESLT ZÏÏ7£H 
Employment in Kamifacturinq/Total I.ubour Porco   7«0 6.0 

Employment in SSl/rfotal Labour Forco 2.0 2.2 

Employant in SBl/ßnployment in Manufacturing   28.2 32*0 

Source:    Pivo-Yeav LVjonomic jmd Social Development Plan (1976-1900) 

»à 
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jj¡  j'J':o,   l'i    >,.•:, 't.;.,' ' ',-.-.'I   i'V..   :, i"¡ ni   ij t,¡ t,);Vii';¡(;!..;v.pi¿j  in'¡jr.; ! ry,   luv! I:  j.i.Mic 

."?'.]  }-:•:••• •'•••,  M: .••.\ld!   Lo l,".'   KU..5 mi.! 1 ion otjui «'aleni ,  of which tJic rn.i".:.':i en 

«-""ii: •- ' •-   •>! 3 ¡i.'1     i. r. : f « k oí Ul";:  I9, J million cruivalt nt,. or UJ : mid lo pacceví;, 

in i.¡i: ..•,.' •: -.'le  ij.'!i;rh^„    The 1972 figuro on iric-remanla)  industrial involti»'! »i« 

íL-  <»r,v ii\n.\:l 2\) percent oí' tiif: .1.976 valu«, whilf: the vAvv.ro of ZU I in  U;o total 

i.;)  r.r .""   -li: vj ?,C porerr.t  or twice that of i97*5•     These fÍ£ii"<¡M ihui'-.ato a rcJ¡--\ ivi 

j.j:.r.:tr.i"p  :i.v¿  inve.-; ti ¡o» i in iiv..uiu:n and lr.rcc—scale  riiaiiufaoturin/.; innusstry dnrin/o 

i ho ív-jed 197''-J 97^«    Data are rumori si cd in the iolio-.'iii^ table; 

l'OI-Ci ;li'l 

197¿ .1SJ1
(
2 

100.0 1CO. 0 

36. Y 15.9 

Tote!   Ii^T-c.iv;¡,r:il Inven Irrori; 
in !i-ir..y;"f c:J.-,->ririí; Iiduuiry 30.0 121.5 

InvcL-tü.Oüt   in SS.T n.o 1S>.3 

52ili£jil.!    í''^'' "ïf,iV Plan for bonomie and Social. Dc-voJ.upükint,  Operational 
pian 19Y7 ¿j.Md Volume *, ¿nd ini;.-s ion estimates   . • 

Th.rv  in. «i pancity of data available on fsmaJ .'-¡'cale industry,   and 

therefore  the ir.-isnion h;v- estimated investment   in SSI by the  fo'.! lov.-iiij;   method : 
.Tha avciF.^c vi lue of assets per small-scale enterprise  in the sample van 

found to'ba about U3S  141,000 equivalent.  When multipliod by the total rrimbcr 

of companies  (i,600),   total assets cf SSI should be valued at about 

US$      2¿jj million équivalent.    Future expansion,   estimated at a connerval ivo 7 per 

cent par annum,  would result in an amicai investment el US$15.8 million equivalent 

Added to this  ir;  the annua?   investment for replacement  of existing assets.  The 

cample survey showed that tho investment  in machinery and equipment  ir. equal  to 

about 30 percent  of total asset* for SSI.     It was aleo found b¿  the mission 

that machinery ir; used for a relatively lonj period of time, and au ¿ivoruße 

lifespan or 20 y e rovi has been assumed,    llsinß there assumptions,   the ¿uinuaì 

amount required for replacement of equipment should lv  in the order of 

U3$      3.4 million equivalent.    Therefore,  annual  investment  in USI,   for both 

new and replacement assets,   is estimated to be around. US$      .20 million 

equivalent. 

It in worthwhile noting thu Bharo of various cub-cootorn of SSI in totel 

employment,in the number of rc/rit'tered enterpriser«,   in the valuo of ßroct; 

production,  and in value added.    To do thin we have assumed thai  those companicc 

which arc registered with IKfOPIA aro representative  of SSI in Bolivia.    The 

sootors of major importance aro food,   textiles,  and wood.    Chemical producto 

aro aloe important  in terms cf fjross production valu« and value added,  potai lu 

aro ¿viven in the iollowin¿, summary tnblu: 

^ 



TA'.Mí i!°f. 

i 

ÌP]-^]!l. ^i:iil:i^'}\J&LfiJüiJ^i!':ilí2i^L¿C...ulL,J.2IÍÍ 

.Bnjj)loy;noií-fc   Mo. of Jï< ¿inlered   Groas      Vax.*. .•.dtV¡J. 
Jánterpri:iys Prod» 

V.'ilup; 

* • % 

2?,5 20« 2 

15.6 21.6 

20.8 23.5 
6.0 7.» 

5.6 4.1 
5.4 6.1 

6.8 5.8 

4.4 5.8 

4.9 5.1 

100.0 100.0 

PoOcl/jlìCVtìJfC.'ìOO 

Textiles and Leather 

Wowd t'.nd Furniture 

Paper and Print inj 

Choiaioal Pioduot« 

Mineral Producta 

Non-Fe rrouR and Ferrous Hotaln 

Pinßvoüoring 

Others 

'fotal 100.0 100.0 100.0 100.0 

% '   * 

30.0 19.9 

17.7 17.4 
15.0 2^4 

4.1 8.3 

13.7 11.0 

3.0 Wi 
2.8 6.4 

3.4 i.B 

2.3 2.1 

Saure©.    INBOPIA,   unpublished draft, on S3I and Articen Workshop;» 

2.4» BfOIOHAL DISTRIBUTION 0? BOLIVIAN 33^ ' 

Ocnorally, industry is conoontr&ted In und »round urban oenturn, 

where infrastructure is moro developed in tonna of communications, poweri 

W»tor,  Bovioraae, banking, community Eervices,  etc.    Proximity to  tho main mar- 

ket» and to labour aro also determining; factors for the concentration of 

industry in and around cities and larger villagos. 

Tho groatent concent iati on of SSI at tho ocntor of   a; oity wan 

found in La Pai, whereas in tho caeo of Cochabawba and Santa Cms dispersion 

of industries to tho peripheral areas íH beginning; to occur.    Relatively- 

•peaking, thero io loso industry in Oruro, Suore, Turija and Potosi, while 

In other towns, villages and in i-aral arcati SSI in virtually non-exiotont. 

In rural area«» mainly largo n>iro-industriOB, such «B ouflar mills or 

vegetable oil extraction pianto, aro to bo fouiid. 
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Tim following tabic» »hows \iv¿ di« tribut run of employment \# Department 

for th<; pampio SSI firm« lutarvi «wods 

nmjti 

mMèi„Mu^**MJ&m$mi &rjfcgpjpj&s 

^igart.-nc-ntr; 

U Pat 

Coohfcbatnba IM 
Sunta Cms 11,4 
Oruaro S.J 
Chuguicaoa t.5 
Tarija 0.8 
Poto»! 0.< 
Beni t.1 
f^nde ~ 

Firms YlnUc-1 
l»y Million 
****  

46*0 

21.0 

11.0 
4.0 

$.0 

1.0 
9.0 

SSâESS1  Minietrj of Labeur, ' "Labour fltatiotio»* ani 
•ißiion finito to »elootod SSI. 

100.0 100.0 
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An dcscribad in the wif;o:l.on'ß tormo of refcr«»uo,  a tiainplt; of ß 

ovit::Tj->rír:c!!,  /.Vilin/; within the n,;':rcf,à definition of rj"l raid ic.pri.r..(;.,>   • -, the 

lüOtit    important       «mal 5-coal fi  industrial activrlijs (food proaetirín,':, 

to/til o;:'unci v.vícnin¿; apparel,  leather ami leather product::,  wood. and. wood 

prodvixstü and building materi.al;;),;»oro «.-.elected.    Mi union numbers,  ac compati Jr. 1 

by Bolivian counterpart::,  vinitcl companion in La Pa/,,  Manta Cru/., 

Coohaba.iiba, Omro, Poloni, Tari ja and. Sucre, au indicated in Tabic 1 of 

Statistical   Î£P„'ix„,.l.K~    whi*-!ft ¿i"0 contain:: information on a^a,  nizo, 

typo of orcploymsnt,  industrial activities, voluiao of nales,   and technical 

evaluation   of tho cample, firrofi. 

2,5.1. (OTBrAL C/L^ACTOfílSTIca 

Tho average age of the 79 companies was found to bo 18 yee-ro. The 

averse0 nuv.bcr of v;o.r!:oro was 21.    Other characteristics and comparable 

data from Peru, a8 an example of unothor Jatin American country in the 

course of industrial devoloijment, are indicated, in the following tablet 

o 

^OLIVIA:    A Comari pan o? Chn-acterinticn of 351 fo Bolivia^ ond Pom 

wimWì        rm Orni 

Fixed ftoootB per worker (UüS) 2,100 4|600 

Oroco output por worker (US?) 8,9!)0 13|700 

Value added por worker    (USS) 3f100 6,400 

Vblue added by SSI as a 
percentage of value added by 
manufacturing industry    ( % ) 

Value added by SSI an a 35» 1 46*7 
percentage of value added by 

Boureet    Mißsion interviewa with Bolivian SSIj    ÏKÎT) Small-Soalo Induntry 
Survey Micción to Poru (Uducmbcr 1^77) 

L- 
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Vìi e alio-.", ti; ¿tu eli.?-? clo.irly Iho mort: advLnoo'J  ¡;tap,e of Pcntv.'an fî;;ï UH 

(¡o.T!]v..ro'1 \.jth Hol .i v .i an fiiîl in tonnr.  oi' productivity und AM! in; addaci-. 

In 9¡J j,íjreOJU of tho r;a:j.-,t,  the Bolivia»    corr.ynnio» irtorviciisd wore 

:f'ou<id io b;< Oi-.Ticci  a ¡ici managed  t.v  individu J " or fami lio»,   arid, ilio othora, 

ut.vrO.ly llií.: largest «oinpariot-; in tho campi.;;, beve no more- than r> p-tvtuc-r:¡. 

Produci... Tn';i)v.farí,iv,.(\3 uro ror-.Hy comaker ^oodi;,   of medium and low quality, 

H ¿wot irnos of arti:.an "type.,      Corii-rajly r.pr.tìring,   equipment  ir: del,   name limes 

Kc.oord-hcr.d,  a: à often pooily maintained,    Tho  ouuor is in most oat; en tho 

only Bi'inao of icc-hiùoal  training for employée:.;,     Cip?.oily utili.:•.:.)lio») if. 

ou tho average /¡O percent,  Dio main  reason-  bcini; the limited demand for 

products and the «shortage of vor-lriivg capital« 

îî^::Tii;3 

Due to the disadvantages of being a land-loehed-'co;\nt ryf with rugged 

topography and inadequate infrastructures,  tho markets for Bolivian industry 

arc necessarily limited to tho urban oontois where ihc production unit is aro 

locai ai«    Existing ¡surface transportation cyr/teitin aro inefficient,  unreliable 

and costly»    Contraband and production from non-regis toiled, and thus non-tax 

paying enterprises (cr.pocially artisans),  make  it hard for registered SSI 

to compete*    A number of smaller companion operato on the ba'jis of rpescial 

ordern only and net for stock,  thus incrcaaing the coot of production}  in 

this case the financing of raw nate rials iß mado nani or by the fact that 

the dov:n-payment required can bo usod for thin purpose,    Those who produoe 

for Block frequently face tho problem of insufficient working capital,   oven 

though s-lcs are made on a cash-battio*    In exceptional cases,  interest-free 

credit up to 60 day« in .granted to cunto:nera,    Commercial letters of credit 

are gonorelly not used because of tho difficulties experienced in 

redi&countiïig thyrw 

In Porn, SSI are defined an private ontorrrlr.cn with annval 
nul eu of up  to US$ 360,000 equivalent and u lur'ximuM of AO 
employee» {i-vn MM) Sinai 1 -Scale Industry Survey Mionion to 
Peru,  report dated December 1977)» 
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Subcontract in^ arrc-n¿icni.'n1;iJ between lar,-.:; corpanietî and SSI aro ' 

utili ?.od in other comerles ar. a mounn to prowote uuVr-trial dov?3op.v.ßntt 

Vd ccpoeially Lho develop:--./it of S3I.    In Bolivia,  however,  Bub-centrac-tinc 

i» not yet pjv.ctii-ad even by largo Goverun,cnt-ov:íJtd oRterpxi.ccc M'.eh ns 

Corporation lanera du Bolivia (COEilOh),   Yacimientos Petroli fc¡vn:-. Fi:;calaB 

Boliviano:;  (YPPJ3) und Biipi-cce. NfiCioiiül de Fcxroc.aivi.lru; del Eat-vîo (EiiPîï). 

On tho contrary,  theae entities still accept infrondir:o from !ì,Ul on a 

oommler.ion besis and pay on ou in-cgi'lar ochcdule,   ooi:.uti»nec up to 6 

months after consignment. 

Emporte of fiSI aro limited to handicrafts,  some food end leather 

produrle and marine apparel.    The enterprise« vi»itod oxpoit-cd leas than 

3 percent of their combined calce in 197<$ («ce Tablo 8 of Statistical 

Annoxjf). 

Enterprices with high quality products do not face marketing problcmu. 

Their linitationr, to increased cale» aro related to the lack of recourceo 

for financing additional <uiui.pnint una permanent working capital. 

t.5.3.   Ei£Lci^Si!SiS 

The dorne inefficient transportation «y3tems that impede delivery of 

products to moro distant markets make raw material supply difficult and 

expensive. SSI located in La Pan, Coohabwnba and Sunta Crus can purchase 

raw materiale fron local importine firm?, while those in «nailer town« euch 

en Potoui and Snore are often penalised by being obliged to transport 

their raw materials from far-away importing eontoru« 

Ac a result of limited v:orking capital, oomo emolí entrepreneur!* are 

unable to import raw datoriale directly from abroad in the relatively lare» 

quantities that represent minimum ordern. Inr.toad they «re obliged to 

purchase on a daily or ueokly bacie from importing firme, and in eo doing, 

they aro unable to take advnnUgo of euctomd dut lets exemption^ even when 

eligible under existing regulations Additionally, SSI muet usually meet 

cash-payment conditions, although they uomotimen enjoy ahort-term crédite 

ef up to 60 ifayo at an interont rato of 1 to 3 percent per month. Tho 

general rule io to buy raw materiale and ether'inputs for canh and »ell 

finiched producto for cash. 
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Xïicîa::hï-j.of- prooemin,?; local agricultural raw laaterjaln complain 

of lií{,?. prive:'.;, lov: quality aril  limited quayititi.oiî, duo in p;.vrt   lo 

«the oav't.y ntw-;o of development  of morir m agricultural and animai 

husbandry mulhoiU'..    ïn addition,  illesi c::porl;r>  of rev Materiale of 

the l)o.-. I   quality    (e.ß.    b id en to Argentina) reduco lK';ir availability 

t a'Cfr.^'iublo prie:;« for Bolivian' indurii ry.    Another factor duv>rivin£ 

fiali iiiliisf-ilalirti.; from U3ir& high quality raw rcate.vjalo i» tJ;o lack 

of storage end fceauoninf faciliLtoy  (n.ß. * crains orrt timber). 

í 

AH night bo expect od,  industrien producing traditional conr-un^r good», tnscL 

as    food arid cotto/5 text il no and wearing apparel, are leaa dependent 

an imported iaw materials than are enterprises producing rto^-l.Vr?dih-iont;l 

wore cophir/tioatod products, uucb un chemiealc, metal ond electronic 

product r.»   Tabic ?3o. 9 indicator the origin of raw Materiale ur;od by 

the nuin industrial branches of Bolivian Wx, 

TABLE N° 9 

BOLIVIA.:   bücr.l :<rA Trnrjortpd..^l^Mj^erlnl 
byArar..-).» of fÂl,   1<Hr) *.~* 

Local flaw Líate rial         Imported. Raw Material 
flSI Branch  l^orccnt Percent ___ 

Food, BöVmages, Wood + 
Wood Prorluota, Furniture, 
Non-Metallic Minerals CO - 100 0 - Î0 

Clothing, Leather and 
Leather Producto, Non- 
Forrouu Metalo 30 -• ÍO 90 - JO 

Shoes, Chemical Products W - 50 30-80 

Printing and Publinhinft, 
Ghemloal», Oíase Products, • 
Metal Producta, Mechanieal 
and Electrical Equipmont . 0 - 90 80 - 100 

flou roo;    JîîBOPIA, unpublished report on fS3I and urtiean type 
production in Bolivia, 

i 
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.5.4.       K^uin^i-n-rr? 

i 

As ia tho cas« in ir.any developing countries, a characteristic of 

SSI in Bolivia io      one-man or ene-family m-m-igemo.-t t.   E yon in elio caí.« 

of a family-ovmed enterprise, tho tendency i.a for tho at ranket personality 

(generally tho oL.UVc man)   to   .ar.aurao   • all function; and rosporesihilitios 

inherent to  the operatiun,   ïvou tho acquisition of r:iu materials and tho 

hiring of poi-sennel to tho »alo    of finishod product« and tho keeping 

of clcrotjiitary financial end production record«.    Sometimes    tho cansa par«on 

ia aleo involved in actual production,      in operating machinen and toóla 

and even in carrying materials. 

A    result    of this situation is      ron i ut. une o to growth, 

because beyond cortean limits it is not possible for one porrson to control 

all   things. Instead of introducing middle management and  thus 

evolving into medium-scale industry,  enterprises arc deliberately kept 

email or within what is considered to he a "manageable nine'; indo finitely. 

Therefore,  and taking into consideration the limited ¡naiket and the 

relatively low capacity utilization,   it ir, not isurprisinff that 5I percent 

of the companies visitiod by tho mission wore found to be more than 

JO years old, 31 percent to have existed for more tha;i 30 years, and the 

average age   to be 18 years. 

Tho concentration of authority at tho administrative level is shown 

by tho fact that, within the sample, the avcrag.; number of perçons with 

administrativo capacity is I.5 por eaterpriao, whereas the average numbex* 

of workers engagod in production is 19.5 Pßr enterprise.    Those results 

do not consider the uso of part-time accountants and other part-time help, 
which i8 generally found to bo tho practice. 

Normally, the manager-owner is a person with many years of 

experience in production (a competent carpenter,  ehoc-mnkor, tailor, 

etc.), wcil-verscd in tho simple production techniques that are 

chaiactoristic of SSI in Bolivia.    On the other hand, ho usually lacks 

formal unnagoment training, and hiu practical experience in often 

affected by inieconcopt ions,    )Ie usually does-not know the» basto elemento 

of accounting,  production planning and control,  -ml marketing,    b'inanoial 

statement s aro fonci-ally prepared by out Aiders for tho benefit of 

Qovernmont authorities and rarely reflect reality» 
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Unfortunately, financia! data, aro usually not used as toólo to mcarairo 

poi-fonrxn'.ifi .'-nd to pianai tiWublo upot,^, but rather to winlmlao tax 

obligition;«« 

The orarli li Kation or tho production process ma generally found to bo 

inoff J. ni ont,  with resulting wast 3 and accumulation of rcaturials in procas3 

along tho production liner?.    Low product quality and high produci.ion costs 

aro tho result of the poor management observed. 

An a general rulo, no off orla aro made to open now markets ir. neighbouring 

towm«,  regions or countries,  partly duo to a non-agrossiva managön-unt attitude« 

The Generally low lovel of iranagerial capability within SSI could 

bo partially raised by Govcivunen!-sponsored extoimion services,  which at 

present do not exist in Bolivia,      Tho most ursoni needs fall within 

the following categorie«* 

Eim ;• :• iril._"^."^L*•<•£ti  including cenerai,  coat and cash accounting« 

Induct rial Kanyconont,   including produit dos.i¿71,  quality control, 

materials utilization,  mat orlalo flow, • production technique«, 

industrial safety, and plant maintenance and rop-iir« 

Opft^-Vfoy*!. ^Jn'Yr:!"::>nJ>  including procurement of raw materials, 

Marketing of finished producta and market research*    Project 

preparation,  compliance with Government requirements, and knowledge 

of business legislation should also bo included in this category. 

Thin typo of technical assistance needs to be organized by tho 

Bolivian Government through a public institution, with help from inter- 

national organizations.    Sinno many Bolivian SSI are already accustomed to 

paying for accounting eorvicos. it i¿: conceivable that a nominal fee might 

be charged to th« ben^H ciarlos.    Howuver,  evon if assi stanco is given 

on a f rue -basis, tho cont3 to the Government would be compensated by 

increased employment, increased income tax revenues, and a healthier 3SÏ sector» 

Another important contribution would bo tho organization of 

••Management Centers", where seminars on tho most important management, 

administrativo and production techniques,  at the appropriate 1 ovoli» 

and using competent instructors from Bolivia ard abroad, night t-.ko place 

periodically to complement tho practical experience of Bolivia's small-seal o 

buninosenon.      At present, there Is no public or private institution 
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©n¿ívtf-ícl In thono activities.    Xt io alno a fiold whsro international 

turnio tunco :.¡i,r-:bi plu,y an important rolo. 

In cenerai there i« a lack of confidence on the part of urnali- 

ceale entroprsnoura iu Govern;.",'..; ut authorities,  who ¿ivo the impvor.aion 

that they aro raainly interested in increasing tav-rcvonuon ami noi  in 

providing aotnülancc to the bushiest; ooirumMiity»    This  j.c a nitmvtion 

thftt will take acme? tircc to change,  requiring a real effort on the 

pari of public instituí, ions to show that they can be useful as chinado 

Of financial ami technical assistance.    It in an obvious reeo!nuK¡ncl?,tion 

that public institut i our. choulû try to improve their ima^c by bacomine 

more effioiout, 

2.5-5.        ¿Af|pyH<n .?:TLraj&T)j-?/<oi!?3 

The sample results show that 29 perçant of the workers aro ßkilled, 

< 39 porccnt comi-ükiilcd, and í>5 percent non-skilled. An a matter of 

definition, a «-skilled worker ìB a person with more than 5 years of on- 

the-job experience, .usually ac a machino operator, and with the ability 

to perform his work with a minimum of supervision. In 99 percent of 

the CiiBcc, he has been trained in tha same enterprise in which ho is 

now working, and where he vías initially recruited as an apprentice. 

Usually h*  has no formal training. 

It appear» that moat Bolivian workers have the ability to loam thoir 

trades quickly. However, aa in other Latin American count rica, their conno of 

responsibility io questionable, and they ore often unwilling to accept 

rügulav working hours. Therefore, whon a Bolivian entrepreneur speaks 

of luck of "qualified personnel" he is often ruf errine to a luck of 

.responsibility on the part of hin personnel. Industrialists report that 

absenteeism iß high among woikers and is one of the reasons for low 

oapacity utilisation. They alno cite carelessness, indifference to tho 

eorapany'n welfare, and continuous domande for increased compensation 

and frint:c Vonofitu as other unitivo attitude!;. 

I 
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Ün the Cithor Jvvrd,  (".omo or the email. I or ooinpanien and 

<irH::r.n chrjp;; aro ÎT'.n.'n to pay v;a^o¡; veil bolw the local ìrinitaitn, 

to avoid .;>:>,v.i.n('.' bonuî.'j?, and to retain norial futurity coiitribution;..;. 

Undor nnr.h corvi it ion n,   it in hard to find v/oi-ltovc with a «¡cnyc of 

responsibility o »id even harder to justify hi/;;h profita when the/ are 

obtained by tho above method!".. 

I 

There ii; di «array in tho existing labour leticia hi cu.   Minimum wr»coB 

are r.oIiIoM rovised,  and th'? preferred method to inarcano conpenr.ation 

in  to aid ar.other bo;nir» to the extent tJiat wages '¡.bonnolvci; arc only 

a nmnll part of total co;.ir.ani.ation»    The system has many ïnoplioloi- and 

leads to confusion and irdrrintorpriiUition.    Dcrjr/ite tho incori ctenc/it-c 

found in tho information obtained diractly from the coirj.c.nies'  managern, 

tho most frequent range::: for monthly labour compensation! includine 

fringe benefit!;,  are shown in tho following table: 

BOLIVTAt   J-Tont\ 11 y labour Cempc-nrat i or¡m in Small-Scalo ïndurtjri r;_n 

Bolivian 
Pono?; 

Skilled workers 3,500 to 4i300 

Sesii-cJdllod workers   ?,50C to 3,500 

Non-skilled workers     1,000 to 2,500 

Source:   Mission survey results 

U»S. Dollarn 
cquiv/.l errb 

175 to 225 

125 to 175 

50 to 125 

Examples of fringe benefits (which aro not always provided) are 

"Christina» bonus",  "half year bonus",  "prima logal" (25 percent of 

company*n profits before taxes),   social accurity contributions,  and 

oomniuFary »en'ices for companies with moro than 20 workers.    The&c 

benefits ran^o from 20 to 68 porcont of banc puy.    Tho degree to uhi oh 

observed varios by location and oven fron company to comply» 

Avaro of the need to up-dato and consolidate existing legislation! 

the Bolivian Government is studying a new Labour Code (November 1*)7?) 

that will, hopefully,  eliminate problems of comprehension und 

inconsistency of application»    Consistent and clear information io 

necessary for both existing industries and now venturer.. 
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i 

Cnly /¡i-í percent of the co:r.r.rmic3 vinitod uhGi.'od a eat?«factory lev.:.'. 

of ca^xity ui3.1is!J.ti.on (more i ht.M    60 percent of inr.tallod uap-'oity), 

v?hile tho average ic 40 percent.    The nont  frequent reason.-, for low 

capacity utilisation aï^iinjurTiciieirl demand for product«, an^'  rhortago 

of werkln,-; capital.    From the technical point of view,  production 

bottlc-ncckc,  equipment  break-downs,  low productivity und unreliability 

of labour arc the if.vui fao!,on; responsible for thj.;: fùtuation.    Twin »sport 

pi-obici.• and inadéquats qaavitity ami quality of raw !ti-".-i.cri;-.l£i arc o the/* 

constraints.    No coi:-olati en va;:, found butwí¡t:n a.<;c of co^paaiey ai;d 

capacity utilization (aee Tabled 2 and 10 of. Í^Ustir-al. ^nrrj). 

Decpitö ihe rather ri »pio production procedo« and technology- used 

by ESI in Bolivia,  about one third of  fchouc included in the n*m:lv wore 

found to nesd technical a&siiilaiii-e to improve their production techniques. 

MOBt of thorn appear to nocd help to improve product design and quality. 

The majority of SSI operate in rented preuiinyß or within the owner's 

homo.    Despite adaptations,neither location is likely to provide a proper 

layout, with easy access,  smooth flow of materiale,and confort and safety 

for tho workers.    Por como, th« problem   could be solved by movine to industrial 

estates, the const miction of which ohould bo further encouragea,  or to their 

own premise« with the proper financial assistance.    Tor others that must 

remain in the center of urban arüae,  for proximity to mwrlfëta "and other reason«, 

Oovernaont intervention may be the only solution, particularly no concomo 

the safety and welfare of worker:. 

Wastage of raw materials in due mostly to reluctance to ui-c proper meaaurin; 

and carrying devices and to    deficiencies in tho trainine of wovfcem. 

Little attention is paid to  wastage of eioctricity, water, and fuol. 

Machinery and equipment are in general old,  in conformity v?ith tlt0 

ago of companion.    In some cases, it was found that second-hand equipment froai 

Braail and Argentina had been importad for initlatini; operation»-..    Lock of 

maintenance and repair contributo to tho no^tive nupoctc observed,  especially 

in the cane of smallar companici:.    Difficulties in obtaining lon'.-torm credit 

for replacement and inodorili »at ion are among the primary reason« for the 

frequent UBO of worn-out equipment. 
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In-ntmlyj.n^ ih« financial circvmsBtP-nooa of 531 in JtalivJ*,   ii 

muet bo kept  in mind that ntati »7ticA  data Import on tax return« arc to 

a lar^o de^roo inmcc-utt.to.    It  ir? a common practice,  for S:M.-.0.1 firme 

in particular,  to report only a cnall portion of tot:-J. nulo» revenue», 

with the reuult  thai only u fraction cf a potential tax liability 

:LB actually paid.,    This lead» to distortion of acuot val woe, UH 

vieil an to a fabrication cf oout  and profit figurea.    Tax rotuna 

ure unvally preparad by profonsional accountants employed on a 

part-time basin.    Fron the point  of view of the entrepreneur,  the 

high cost of this fipccial acrvioe  ir more than justified by the tax 

B&vingn,    It is nlco apparent that  statistics on pi of i tabi 1 i ty of SSI 

would bo significantly allerod if reporting of incorro wore more 

otrictl/ monitored by tha GovoiTmcn t.    The officio   corporate income 

tax rute ics 30 percent except when,   as an invtntpent incentive awarded 

by IKI, the rate is reduced to 25 percent« 

In viow of the practice described above, the mi BE i on endeavoured in 

the course of interviewe with SUI to ascertain real values in preference 

to those reflected in official accounting records.    Those effoitn often, 

but not always,  mot with ivuccesa.    This meant boin* content with oral 

approximations, as written roeordo reflecting real income and expense 

were rarely ir evidence,   nevertheless, the mission fool« rcore confident 

in the figuren obtained in the cournn of the interviews than in any 

official written records of the Government or of the companies. 

.5.7.2. .FBOPITAEJLITT 

In spite of inofficieneiöc, limited market potential, and imccensibUity 

of bank credit, SSI in Bolivia wao found to bo generally profitable. 



Ai; txplin.,0.3   in rietina 2.VM.» ono rcar.on for tïiln prof i tubility iß the low 

•t-ÍTcrtnro r¡ •<< o." tîwaUotn  AnoUe* retwon is the cxiolonce or a lar¿í© and 

cheap 3f.lii,.ùr forou not always sublet to minimum vw;« and benefit ro</ul:Uio«B. 

When profit is measured ti«;>.ìr.ul Dio invc:.:trount committed Io 

Obtain': i;; thir.; profit,  w« fourni that half of th«.; companies  interviewed 

reporl.'- ì ¿TOSU earnings in excess of 20 percent of te tal aoiioiu. 

Seventy--three percent reported moro than a 5 pero ont return on total 

assets.    Only 4 out of 79 companion wore in a losy pou!tien,  and that was 

believed to be a temporary situation. Profits rcm.«ininrç uft«r tax o f. and after 

compensation to creditors in the form oí" interest were in excers of 

10 percent of total asset:-: for 43 percent of the sample. 

The earning power of the ownership in<>csti;¡cnt was found to be 

correspondingly high.    Thirty-eight percent of tho firms interviewed 

reported a groat or than 30 percent return on wot worth, and ¡>5 percent 

indicated a greater than 10 percent return. 

Profit marcine are normally high. Earning lis fore interest and 

taxes wera found to be greater than ?0 percent of sales in almost 

half of the cases examined.    For the sane number of canes, net profit 

exceeded 10 percent of sale», and this would probably have been higher 

if all respondents had been candid about Giving their real sales and 

profit figures.    An analysis of ratios regarding profitability is at 

Annex 8, 

Tho profitability described above mu3t be considered alno in 

light of tho relatively low inflationary ti'ond in tho economy, which 

has varied between 5 &nd 10 percent por year over the paßt 3 years. 

L« 



.3.      A'iìR-H^'^'ILJìiiÌ^?^'-^^ 
Tho i.u;-.:-io)i found a general pattern of Htrength ámoní,-. 331 in tun;*» of 

ability to noch current obli^fitionr:..    Dat.*  on curren!: arretri and cuvant 

liabiliticr; v.Mve obtained only in 1A PHü,  Coohabuìnbn    ¿-nd ¡¡unta CIUK, 

and in thoce í'.JTOH::!  63 psreont  of t)ie compatii os  interviewed reported 

current r..r;i;ol:; greater then twice  the amount  of current  liabilities.:. 

TíJíB reflecte the- tendency to carry largo inventorie»  in rci:.pi>n;.o to 

trupply prebloi'.;,   the  inability to obtain raw n/atorialc on a credit 

basis, and tbo dir.ine 1 ¡.nation to incur ohort-terri debt bacalao, of its 

relatively high co;..t at- well na tediuur. ¿>ppli<;ation proocuh'.rcs. 

Tho asnujption    that emuli firms in Bolivia operato for the mor:t 

part with tin.ir ovni fumín and rnrely with borrowed money was verified 

during the curvey.     Jn only 2/| percent of thu caaos wore more than J>0 

percent of total ansctf; financed by a company*r; creditor!-.      In /|1  percent 

of the CUECE: lane than 20 percent of total annota were provided by debt, 

either long    or nhort-tcrm.     Three firme reported no debt of any kind.  'Dio 

position bceon::» even clearer on examination of long-term debt in the 

capital structure of the companies.    Forty-si:-', percent of the firuiL;  inter- 

viewed reported no long-term debt at all,  and 78 percent of the iinnv> liad 

lent; than 20 percent of their capital resources in long-term debt.    Only 

11 firms reported a greater than 30:70 debt/equity ratio.    Hon-avuilability 

of long-term money on reasonable tanuu iß a major reason, and of paramount 

importance i» tbo question of collateral.    It 3.8 aico worth noting that 

email businessmen chov; a certain reluctance to expose themselves to bank 

audit« in connection with loans, leat thio act comproni co them in the oyco 

of tho tax authorities.    Annox j) carries; an unalynin of ratio» pertaining 

to liquidity and indebtedness. 

?ó.7.4.       3V.NK ÜKF.DIT 

Almost witho;* except ion the componicu interviewed cited inaccessibility 

of bank credit on reasonable torma as a major financial probloi.i tending 

to   limit    their activitioe and acting aa a dicincontivo 

to inveii Lieut.     The ov;noru  of email bur. i nef free generally find it difficult 

to obtain bank financing,  particularly in the form of lon/;-tunn ioano, 

•I 



particularly for poì-manmi working capitali and particularly in Che more ta»..-'   ~ ''.rout 

The û.ch\fi;  experienced in pi-ocossing loan applicai ion» f a procedu.ro little 

nuf'Jri.r.-.iood by small-scale bnyiner-.iwion, is a further determent to applying 

for Iv.-ik loans.. 

Bolivia1 e commercial bankfi arc reluctant to lend to SSI becauí-.o oí' what 

ihoy pc-rcco.vo to bo a high-risk factor. Conflicting opinion« wore obtained 

in l-ocpeet to whether- thorn is in fact a higher ri»!: in lending to i nail— 

scale industry than there is in lending to larger firm«.  Inasmuch ay SÍ3.T 

in Bolivia is found tu bo just, as profitable if not more profitable tlun 

ir.cdiur.) and large cntc.rpri.BO«, the fear of high risk, may be more i inalinoci 

thon real, lloro than likely thr- behaviour patterns of rnrll bvoincr.aii.en 

undermine .confidence on the part of the bunkers. Correlerei al banks aro reluctant . 

io lend to R3I also on the grounds that loan applications from this sector 

aro costly to process and that the loan« care expensive to supervise, parti- 

cularly when one considers the relatively email amounta involved. 

Banker:.; claim that an inordinate amount of staff time io needed 

to extract the necessary qualifying data from small-scale entrepreneurs. 

It iß a fact that the spreads on existing linos of credit arc not sufficiently 

attractive to cover the cost of lending to SSI, especially when one considers 

alternate investment' possibilities available to the coirmcrcial banks« • 

Tho terms under which bank credit iß available are almost universally 

considered by small-scale entrepreneurs to be unreasonable, first in terms 

of intercut rates; charged, second in respect to repayment période, and third 

in regard to collateral requirements. In Bolivia, interest ratee arc in 

fact relatively high because the financial coot of resource« to tho bank» 

io high. Interest rateo paid en savings deposits in pesos range from 10 

percent to 11.71* percent. UC dollar depositi; yield up to 9  percent per 

annum, '¿'he average cost of resources to Bolivian banks is roughly 0 por- 

cent, but this varies depending; on the proportion of savings account«! to 

current accounts, the amount of rcdincounting in which a bank enga/rce, and 

the amount of foreign borrowing incurred. Interest•rates charged by 

commercial banks to SSI vary from 12 percent for loans discounted at the 

Central Bank to more than 30 percent on short-term commercial loans with 
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intero::.!, prepaid onci varioun comminnionn attached (neu n-.iotion on privato 

co.'.ìinr.-'C:•<••!  lr.r,;:?:),    IoeJ currency ìoanu from the Banco 'Jndur; trial   (J'JCöA), 

which arr- iv-rcly available to !TJ,  arc mude ¿vfc  Vj pe-cent,  and foroi¿jn 

currency loan:; from ilio suv.vi nourri: «re in the ortìcsr of V¿ percent. 

Companies that aro forced to go  lo privato money lender» for ubort-term 

credit beraw-.-o the;/ cannot laeot the conditio?»:-; of comare ial bank;:; ¡¡una 

ppy effective interest ranking an hitíh as 5 to 10 percent r'-r Month.    In order to 

avoid d'::i;.y;.,  rod-tape,   and tho powriblc embarrassment  involved in annoi 

appivtiual (vii-;, tax   liability),  tiicall-uc-alo inductrialir.ts  often 

accept        offers of bi-lutorHl finorici);- from fornici baviix in connection 

with thu purchaso of machinery and equipment  (UBO noetion or» private 

e Oiwuerc i al 'banks ), 

Repayment por iodi* on loans from commercial bank« art usually loca than 

5 year.".,  and írr&co periods are rarely    available.    There ia»  hov.v.vcr, a 

movemert into lonjcr maturities,,  because rocen», bank legislation ja 

forcine th-î comercial banks to keep a larger percental of their portfolios 

jn medium-term loans (See soot ion on private coi.vnoiT.i.al bu-iks).    The principal 

development bank, EISA, maken working capital loans for up to 3 years and 

loans for fixed aßüctrs np to 10 years.!. 

The gonoral practico among Bolivian b;-nks is to toko personal 

guarantee« on all loans under 3 years, and mortifies on real property, 

machinery and équipaient and inventories as collateral for loan« exceeding 

3 years.    Jjonger torni loc.no uuuully carry both types of guarantees.    The 

guarantee policy io conservative,  the bunko normally rcciuiring up to ?. timer-, 

loan coverage -with roal estate and up to 3 timen coverage with Machinery and 

equipment.    A number of firms interviewed asserted that banks have auked for 

loan coverage of 5 or 6 timer*,  but this probably sten* from disagreement over the 

appraisal of the fair warkot value of the aer.ot in question,  the banks« 

appraisers attach in- lower values than the owners tlwmnelvos would estimate.    In 

any caco,  guaranL-cw are usually considered to be excessive and a roal 

hindrance to the uuaf.o of bank credit . 
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In the opinion of the Bunco del litotado, which hud particularly con- 

structivo advice to ¿~'LVG on ways  to aBuiot SSI, tho standard form of 

collateral should not ho applied to tiri» doctor. Moro reljunco r.hould 

bo placed on the rrrri Is of a given project a« the büßt form of ciaran too 

for any bank, and this raises the question of technical assistance to 

entropreneurs; in preparing "bankable projects";. Another as yet little 

used form of guarani;eu is tho aosigrciiont to tho financing agency of the 

Kales proceeds reaulting from any given project. However, this one o again 

calls for costly «upci'vision, v;hicJi the banks aro reluctant to accept. In 

uny caso, it ia necessary to agroe with the Banco del litado that special 

ani  not standard arrangement3 need to bo Hide for security on Ioana to amali 

entreprenou.ro da') to their general inability to meet standard collateral 

re.quiro;ncntii. Tho newly proposed Productive Credit Guarantee program of 

US/ill) aii'j the Central Bank merito »special ¡.ttcntion in tlùa regard (sea 

oection on Contrai Bank). 

3. HKTITUTKWA!. FRATXJORK 

•BJO Five-Year Dovelopmcnt °lan 1976-1980 callo for a more dynamic and 

balanced participation of the industrial fuctor in OT)P, pointing to the 

rather lov* (^2^,j  percent) contribution achieved in 1976 and to the eoni- 

poBj.tion of industrial output, tho latter consisting mainly of consumer 

goods that aro usually manufactured in email and inefficient unite, Tho 

plan envisages a growth rute for industrial production of 9*8 percent 

por year compared with an average of 7.2 percent achieved in the previous 

• five-year poriod. According to tho plan, the country is to take advantogo 

Of export possibilitien within the Andean Group and other neighbouring 

regional markets, end an expansion of the domestic markot corresponding to 

an increase in population, personal incorno, und availability of raw Material» 

(e.g. minerals, natural gao and oil, farm commodities). 
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Total  now investment for the five-./oar period A» ostAmatoti at 

US? 2.?! Mil ion,   of whi::h about Uß$ 1.'/  billion ('/6 ptvci-nt) arc;   for public 

doctor project:;.    f>Uon¿; crüph;i.r-.;it; :¡-: put on large projects,   especially 

tuor.'.c dc:;1;in-;'l for tJi'.¡ /wi'leai) Market  (motti],  MüCJinuical,  petroohriiiiea! 

and tivto/r.otivvì products), and the processing and refining of minera.it> 

(tin,  coppe1",  zinc,  silver, bismuth). 

No munt.i.on A» made An the five-year plan of the rolo SfJT are expected 

to play.     In fact,  there Ar; not a clearly defined policy tev.'ii'd:;  Lhi3 

sector,  although it ir. obvious  that many componen!H,  interirodiatb*; and 

services necessary for the larger projectr, will havo to lie supplied from 

email and medium-:: i PO e¡ntc¡rj>rise«.    Those must be planned and or¿:ar,ii'.ed 

well in advance. 

This lack of a Covcrronani policy toward ESI íB rcfloctod at all 

institute o"!.?,). levolt.,  whore preference for lare« projects or enterprises 

iß apparent.    The situai.ion is not likely to change as Ion/; ar performance 

of Govi.i'nmcr.t agencies dealing Kith industrial development  Ars measured in 

terms of inv;rtmcnt value, value of industrial output,  or number of jobs 

created,. 

Another tendency is to confuse 881 with the artisan sector at the 

other ond of the scale.    Although artisans and small industrialists havo 

some common features (owner-management and problema of acccr.r to credit, 

incentives and  Government protection),   they are essentially        feront in 

Bolivia.    Artisans belong to the informal sector and function were or less 

at the margin of the Government's knowledge and control and aro therefore 

not subject to taxation or regulations regarding minimum wages and frinire 

benofits. SSI aro cxpocted to conform to Government regulations, although 

the degree to which this is enforced varies considerably» 

Small businesses in othor sectors of the economy ouch as mining, 

agriculture and art i saury, are nowadays receiving moro attention than 

is Sul from the Government and from institutions like ITIRD 

41 
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and rjLî/.ÏJ). Thnnc have exerted considerable influence in tho 

CBtuW ir.h:nt!.-it of policies and procedure».* favouring the dovûlop.nont  oí" 

those imvioyu w< a pro-condition for financial auf;¿stanca.     5o:ne  aid pro- 

graims:;s inbothrturi.'iand urb;.'n areas focus    on small bnülnoKs IM -¿. rocana 

lo i'iíih-:, poverty und achieve a moro rational and just income* d.i.r: tribut ion. 

However,   SSI have benefited only marginally fron these prosraumoa. 

Mac situation of SKI in Bolivia contrast»*  with other countries, 

including those with a high lovai of i ndur; trilli nation, where  there  is 

recognition  that problems affecting SSI differ from thess of largo and 

raediuüi-::.iwc enterpr.ir.es and f.i-oin those of the  artisan sector.    This 

recognition lias    led   to apecial loßiskvtion and treatment for BSÏ,   in 

the under:; tanding that those uniti: aro. tho aest'lingi-. of larger enterprises. 

A weaî: and stagnimi SSI,   such as we find in Jjoli.via,  will in the opinion of the 

mission never load to sound indurtrial developj-ieht.  Therefore,  it is advisable tba 

the Bolivian Government initiate a comprehensive plan in favour of SSI, 

Bcttiri;i-up adequate policies and goals,   establishing priorities for 

inducirla! activities,  and identifying critical areas in whieh 

governmental action i a necessary.    At the »sania ti MO,  strengthening and 

reorganising existing Government institutions should bo carried out. 

.2. . IKVEolìIWT INCENTIVES 

Incentives for all new inventmont arc granted unaor the "Investment 

Law" (Decree-Lav? Wo.  10045  or 10 Dacembor 1971 ), which ic administered by 

the National Institute for Investments (iWl).  Chapters V and VI of the 

Investment Law deal with industry.    Tho "Rulec for National Industrial 

Integration" (Supreme Decree )To.  1305O of 7 November 197$) apply to assembly 

industries and give Eil tho right to decide upon Government incentives on 

the basis of projected value added.    In neither cone ìB SHI treated differently 

from any other industrial sector« 

Tho incentives provided under the Investment Law are uummariaed in 

Annex, 10.    Tho moût important incentiven aroî(l) exemption from import duties 

on machinery and equipment, raw materials and supplies not producud in Boli- 

via,  (2) refund of customs dut ios on raw materials and supplies re-exported   as 
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1.'ini f.. Î i orí p-ro;îi-:.;t!-j,   and  (3)   "in cur Lui n cresos   IU.CO.T.0 tax :;->:.<.t-.-.ptjo» 

propon tional io reinvestment ci' proí'iti.-.     ÌJ«;w iuduntrie!/ aro ti j. vi de ti  into 

three categories accural ng lo Dio economi o  iüjpojr tance of each activity,  the 

first category reei'.vving üuxii'wm incentive^.     Activities iv¡cl-•;lcd    in the 

f:irr;i; Category are tJics:! re..!.;: led 'to (he pro/p. <v,;.ucr, of  t)i-' J.vi'J.ouu Group 

(noia?., rcecba'iical,  petrochenrJeaT,  che;.:iüül,   pharmnohe.-J-' • .3,   nutovotivü, 

lcctrii- t.-rid electronic products).    Th-o too und category  includes production 

of jntci'iiiediate ¿;oodc and inputn for fi.r:.-t  category prodv.r.t:-,   agro-industries, 

consumer foods and explosives.    Other product«; not covey v. ¡i in tho first two 

groups balon.; to the third category. 

In additi (in to failing to provide spori al treatment- for Sfjl,  the 

Investment  Law and it? application have disadvantages for the* si.iall-scale 

entrepreneur«    An application for benefits requires a complete feasibility 

study of tîio proposai investirent,  even for a modest investnent or replaceront 

or improvement of existing installations.     Since in a c';i-cf>.t number of caces 

the incentivo« are limited to customs duty exemption on imported machinery 

and equipment (about 10 percent of ci.f. valr.c), ¡in»<y i.'»Sl* arc auto- 

matically exciudad bocaaso tho co3t of the foacibility ¡ lurly exceeds the 

benefit«.    Additionally,  applicants report 6 to 24 montiw pro-- ssjng time 

with corresponding price increases which SSI cannot, afford.    To many 

small-scale businer-einen the Investment Lav; is difficult to understand, 

thereby necessitating explanations and assisterne in preparing applications 

for incentiven.    In EOHIO cases complete ignorano« of the Investment Law 

was found to exiut,  indicating that its promotion is necessary. 

Ex-port incentives arc confined to the "draw-baokO system for imported 

raw materials and inputs.    For financial and practical reasons, GSI are not 

»bio to import directly and therefore benefit from the eye. lem.    Information 

regarding fiscal incentiven for exporters frequently reiches only the 

intermediaries engaged in export sales and not tho manufacturers»    In 

contrast, other Latin American countries have export bonuses which 

allow for the refunding of custom duties on locally purchased raw 

materials and eupplies that were originally imported by commercial 

firms.    In tho latter respect, tho example of Colombia should bo 

studied for possible application in Bolivia.—' 

1/   Ex-port incentiven of thin nature wore recently enacted in Bolivia but 
aro not yet in effect (poorce-Law No.  140O3 of tt August 1977). 
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ütogothor v.'ith simplification cf crinting appli.cnt.iou procedure««, 

tho Investment LAW urgently roqnirea amendment if tho (Îovornniunt 

i»erioiu.Oy intendi? ur.in;¿' it at¡ a tool to prenoto private invnntra'mt 

in general. Tho prêtant requirement for a completo feasibility study 

in order tu cwtablinh eligibility for incentives, vhilc obviouwly 

ïiouosnary for nei; venturer, obonld be relaxed in favour of u brief 

3ur.tiiV:-c.ti'on for erpamùon or modernization of exiating rmall- 

6Calo bue i »'-sorbin. The incentivo fer tho reinvestment of earnings, 

ntirtoly reduction of taxable income by the airount oí' the roir.vc::tir.ont, 

io at present limited to further investment in tho same company which 

genera-tod tho earnings. It iî; rocoin.T.enderf that this incentive apply 

to the creating of new capacity in any form, o.g. in neu venture» or 

in other oxiuting firrcr;. Decentralization of industry to lore developed 

regions of the country could be assisted through utilizing thiti incentive. 

All euch modification of existing incentives and the introduction 

of new ones could justify a new special legislation for CSI or the 

incorporâtien of special provisions into oxicting legiolaticn. 

3.3.    ff:STIT?JTIO:;S BBAUPa WITH SSl^ 

3.3.1.    THE S}TGI?CT;,:<TAT OP THE iwiom COUUCIL FC:: PSOKOMY AND PLAHNIHO (COMSP!,**) 
I1H    —ml i in i    m      •  i i m     i  MI» i i I pi     IMI     ni  •• Miai    • •«••pa—•    • •••»•«j   I^P  ••        i    •——mn«¡i—KM  • n—i    n •       iin »mi —•# i—j—1 ••—•••• 

CONEPIiAN performs the general tasks of planning and coordinating 

for ell cectorc of the economy. It is siso in charge of preparing 

social ar.d economic nurveye for the various executive bodies of the 

Oovevnmont• COlvEPLAN hao played an important role in tho preparation 

of tito Investment Law and in the croation of the existing institutional 

infrastructure dealing with industry, including SSI* 

Financial and credit inetitutiono ore not Jncludod in this oootion 
but rathor in Section 3.4* 
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The üc-uralariat of (JO'iWIA'K bari an Induntrial Seotor flcpart'nont 

that prepares, '¡valu'itoc and up-dates  on an anmi.il IJC».;!» tito five- 

year plani*, for industry,  for which pn/po&e it oollootu information 

from   rubliu uid privato ricurces.    As» mentioned prev..nui.a,v, neither 

the Fivr-Yoar Pl'.m nor tho 1977 Annual Plan contain poJicio.';, »tra logico 

and goals r.pccñf jc¿aiy decig^üd l'or Sîiï. It ir; evident tha'. COJÍVJPLAií 

in conoûntratiw; on largc-ucale project» au a intanfì to accelerate 

indus.t.rial development. 

•. 2. gCiynv^ITAI, • • ??.LOPIffaTT COïïPO!?ATTCi?g 

©»o Dapartir.cntal Development Corporations (Cirporacior.eß de 

Jesiuvolle) arc an extension of GOXEPUK.    The? nrcj responsible for 

planning and executing publicly financed project» in each Department 

and for monitoring tho various eoctcro of the economy, includine industry. 

Some of thesu corporations are vieil organised und carry out 

their work with tfreat enthusiasm and an acceptable decree of efficiency. 

Por the industrial sector, thoy prepare feasibility ctudien, organiac 

ventursr. with private participation, plan and conotract industrial 

parks and cope with infrastructure problems, enpocially tbom; related 

to transporta ti on | power, water and sewerage« 

•Pha development corporations of Santa Grue and those of Tarija, 

Potori and Suero are actively promoting the oreation of rogional 

development finance corporations that would provide credit on 

concessionary terme* 

i 
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This In in response« to problema faocd by privalo entrepreneurs in 

obtaining financia] asiiatanoo from the oatabliehed commreinl banking nyttùut. 

There is, however, a lack of coordination of tha oorporatirvnE» 

aotivitico,  resulting in undue compivi it ion for rogativo] y í;M;IH 

markets.    In  the field of industry, projects for cvich producto ao 

vogetuble oils,  leather "2nd wood producta, and v.ineu and upiritt» 

arc contemplated by airiest all of tho corporei ions visited by tho mission. 

3.3.3.       TMì.jTATrogAi. myavnriF, yon IIHMSTI-TOTS (mi) 

DÏI writs created by Dec roe-Law ITo. 10045»  of Decomber 1971»  to 

be responsible for the administration     of   the Investment 

Law.    It operate» ac an autonomous unit under the supervision cf 

the Ministry of Indur.try,      Commerce and Tourism (MICI')'    Ita Board 

of Director.! is composed of the Minister of Industry   ae chairmn, 

tho Ministers of Finance and of Plruining and Coordination, and two 

representatives of the private sector. 

IHI'n function« and oompctenoo    also include gaidanoo to 

•ntrepxcncurö regarding investment incentivos and investment 

opportunities.      The bulk of Ell's   work iß   tho 

processing of applications to obtain tho benefits of the Investment 

Law.   Although INI has a ornali Department of Promotion   Aooiotanco 

and Surveyo to collaborate with private-initiutivo, the iwpaot of 

theee activities has yet to reach »mall entoiprioes. 

t « 
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"Between Jí')iuar,y  197?. "»i Auguwt  1977 XJIT Tirul appi ovod or registered 

». tola!)  of 321 project:.,  ropror.e)vtij;;i; an inventmont of ü!:^ /|0*j,6 n-illion 

(«c;o Annali).    Of theno,  67  projecir. (or ¡M percent)  con:-,ti!.v.tod an inventM-nt 

or lew tii/m ULig 103,000;    33 pi-ojccts (or 1? percent) woo below U3S 50,000, 

fìnti only  1? projects (or 4 percent)  wore lcn:i  thin Vo'l 20,000.    Tlic niimlion 

improved in 1977,  when in 8 month:-; 2?. prcjeciu of lost: tiri.* VU?-  100,000 each,  or 

about L'7  percent of all appi 5 nations durine that  period,  wore regi»tored. 

From  the figure« monti onert above and considering that the J war, tment 

Luv: is intended for all types of economic activity,   one may conclude  that 

the number of D5Ï thot have received the benefit of Government  incentivi;» 

in very low.    The main rKisc» for this  in the fact that tho bulk of Molivi un  SSI 

with an average afre of about iQ years,   could not benefit from incanti vet; 

grunted unde^ the Investment Law, Mhich "was introduced only for new invosti.-cnts in 

the year 1972.    Therefore,  tho sample shown that only 3,  or about -1   percent 

of the enterprises interviewed,  actually received benefits under thir.  law, 

while ¡>1 enterprises,  or 65 percent,  started operati one bef'oie 1972 and 

thus aro excluded from the incentives altogether. 

!      i 

These figures also reflect those entrepreneur» who were entitled to incentive 

but never preoentod applications   to    tho   Government    because   of    tho 

cumbersome procedures.     Tho mission discovered entrepreneur J who are not 

knowledgeable of existing incentive schemes,   which indicates that much moro 

should be done to publicize these opportunities. 

Aware of ita present limitations and inefficiencies,  IHI ha« expressed 

interest in obtaining aseietaace from international organisations  to train 

its profeneional stuff,  to simplify procedures,  to identify investment 

opportunities,  to prepare feasibility studios and io organise tho promotion 

Of new projects among local and foreign investors.    However,  ovan with thia 

help it will be difficult for INI to concentrate on S'il, which require mov« tvttcn 

tion that do largo-scalo enterprises.     At' lonjas INI» ß performance in 

measured by comparing Btaff-timo input with tho investment value of approved 

projects,  SDI will continue to have low priority for EH. 
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IiniOPTA van created by Supreme Decree lío. lì7341  of 2ñ Au^urt 197«». 

and utnrted      operating       in June V)T).        As    an autonoraour. puVio 

institution isupoxviuril by the; MICTf    it.  io authorized to ungalo in a crowl 

Dpeotiv.;a of activities.    IITBOPIA in mainly in cli.irge of prewot.nc «'-*" 

projects for SSI and artiuanr. ani    in    providing      financial and. technical 

ayrjintancn   to improvo the productivity of existing enterprises. 

IKEOl'J.A i:j aluo     involved      in the formula* ion of policial and  incentive» 

and the coordination of activities of all iaatitutior.rj deling with the 

two «cctorc. 

With a current budget of only     l<3 5140,000 aria a staff of 35 perconr., 

of which 14 are profcenionala (eco f¿v¿*x.22.)»  INOPIA can achieve very little- in 

Viow of the fact that there arc 1,600 SSÏ and 1^,000 artiran workr-hopa.  The fact 

that INBOPIA '.vas only recently created and therefore hac fc* relatively 

inexperienced staff contribute«! to ito lac'.i of success tfcun far. Up to 

now, I1IXUPIA has concentrated on the following activities: 

a) Preparation of a sector analysis of SSI wd artiuanry (in process). 

b) EntaWichmant of a Notional Registryfcr SSI and arti-i'-ns. 

o)      Promotion of haudicrafts for export rcarkctB. 

d)     Promotion of artisans cooperatives for the production and 

commercialization of handicrafts!.*J 

From items   (c) and (d) above,  it it; onviouu that INB0PÏA io 

»ore concerned with artisans than with SSI and that handicrafts» have the 

highest priority.    For this purpose, the institution i« receiving financial 

assistance fron USATI) and technical assistance from ÏDD.    On the basis 

of its otatutos, INOPIA properly reinforced and organized could be  the 

bent source, of technical assistance and extension services  for modernizing 

the S3I sector.    Certain urgont needo of SSI,   no identified by the mi er i on, 

oloarly oomo under the responsibility of IÎÎW0PÏA,   and' these arc-: 

An   examplo is "Kanon do Bolivia», a conglomerate of 9 cooperatives 
located nround Lake Titicaca manufacturing handwoven cwoutcro und 
other garments from alpaca wool. 

i 
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ft)      Idei/tifi cntion oí in»/estaient opportunitieo. 

b)     Proparatiwi of industrial profiles and feasibility rjtudioM, 

o)     Preparation of applications for ordii: and       investment 

ineuntivos» 

d)   ' Extension uorvicec to existing onioxprines  to inprovn 

productivity raid uff iciency, including banic nyutomn of 

financial,  cpcratiOMfil t,nù. production mano<;nncnt. 

o)     Promotion of eerviccu and incentiven available to RSI   through 

IlfROPJA, IUI «.mei other public, private, national 

and international organisations, 

f)     Planninc and construction of indur.xrial estates and parila. 

Diving due credit to tho importance of export promotion for 

handicrafts,  the micsion believe« that this activity requires a 

BpecJal.i»od orfani ¡¿at ion, with a network of show-rooms and distribution 

channels in the moat popular tourist centre« of the country and in 

•oloctud cities abroad.    It also roquircs assistance to devolop now 

designi-,  to improve manufacturing techniques,  to supply raw materials 

and to develop new markets.    This programmo ic too large for IKBOPIA's 

existing organization and structure.    AB an oxanpl«,  INBOPTA ha:; so 

far unsuccessfully engaged in the marketing of wool products in 

competition with another institution,  the Committee for Devolopmsnt 

of Wool (GOMBOJ'LA).     In order to use its limited resources in tho 

best way,  INBOPIA should assist in organising marketing entities for 

handicrafts,   including thono Biado out of wool,  rather than in being 

directly involved in marketing activities.    Such policy would free 

INBOPIA to concentrato on providing much needed technical assistance 
to SSI and artisann. 

In oidor to enhance INBOPIA*« rolo as a Bouree of technical 

aiBietance for SSI,  tho Government should givo groater financial 

support to the organisation.    In addition,  tho mission recommends 

that assistance, both financial and technical, be provided to IKBOPIA 

ay international organisations. 
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Since 197?,  FCIíO hue Veen vhav¡^ií with preparing and 

trai Hins    workers    for   dif ferent so,-; tory    of the 

economy.    According lo I-'OMO,  only 30 peixscnt of   available lrl.rmr in 

the country is uk.in.nd,    'phi:, low percentage icflocLi iii part the large 

number of unskilled workerr, in the r.griculturai sector. 

In -ìiho inrliw trial sector, the Five-Year I)ovoioprn<vnt }»lau 1976-1980 

oaJle. for the fontatìon of none 31»!>00 qualified worker.:, or about il percent 

Of ilio lv-quirtrrtonts of (dl economic sootor.T.    To meet íbore targetü,  FCttO 

trained nomo 2,500 perr-.ona during jtr. first thrr.es years   of ont ra- 

ti one and an additional ?,600 perr-onr; in 1976.    Special training for 

industry cover« welding and operating of machine tool« fcr mutai. ¿.nrl 

wood preccsning.  Other fioldr. of trainine are electric installations, 

electronics end antemotive    repair, 

P0ÌTO    hb,v. thus   far    received touhnical end financial help from 

Spain, Brasil, USA, Went Germany, Switzerland, France end from international 

agencien    including ILO find WÏIP.    Agreements for training have been 

concluded     with private, industrien or croupe of industries   (e.i;. textile and 

furniture)^ local development corporal ionE and other official agencies. 

Despite;   FOKO'r. success with training programmes,  it is 

obvious    that    resources available aro insufficient for 

such an ambitious programme.    Thoiois groat scope for additional help 

wring dornte tic, multilateral and international  aid resources.   In the meantime, 

industry is obliged to rely on ite own capacity for preparing and training 

workers, and this io particularly burdensome for email companies. 

3.3.6.        TOS DIVIOTCET Fonjsxpoirr PHOMCTIQH torex) 

FCMRX i« a section of tho Central Bank in charge of export promotion 

and technical assistance to   exporting firm?..    Among other services, 

FOMEX provides information on international fairs and trade conventionu. 

It publisher a Directory of Exporters and a Letter to the Exporter 

containing references to potential customers abroad.    Exports promoted 

include handicrafts and agricultural and manufactured producta such 

an canned foods and preserves, leather,  cocoa, chestnuts, coffee, parquet 

and veneer.    Traditional exports like mineral concentrate« and ««gar aro 

not within the cphcro of activity of FOMEX. 
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misa   has no direct contact with either Sfil or nrtjr.aw»,  v-hlch in any 

o.,f.e   do not norwlly export directly bul; thrcuph cooperative»* or export firn:;. 

On tho other howl, infoiati on on importine finar, in othar count rice J.R 

available to any ontnrprino, re^HloGi! of viic. 

Wïiu   of fico vas recently created by Dscroo-La,-: Ko.   14803,  of 

5 Awrunt 1977,   Lo administer iJie export incentive; eutablioh; d under the name 

la;;.    «Roc boaueep Granted in proportion to the local value «Med or tho 

exported productc are in accordance   with the following fcabloj 

Vmii h° 11 

ï/>cal Value Added as percentage» «fta bonus as percento 
 • 8£J^.S&_Ï*1«£_  of F.O.B. Valiic    ° 

5 
7 
9 

12 

16 

21 

25 

3.3.0. 

From   0.0 to 10 

^0.1 30 

30.1 40 

40.1 50 
50.1 60 
60.1 70 

70.1 100 

Source«    Docree-Lav No.  14803 

ïraditionr?l exporto, such an minerale and agricultural produciti, ao 

well ao raw materials whoso export is prohibited arc excluded from tuono 

oxport incentiven.    This ócheme will bo offectivo after approval of 

internal reculât ione prepared by tho Technical Council.    Aßain,  the   bene- 

ficiarios may be exportinff firma and not neconcarily «mall manufacturero. 

OKI, with    a  membership of uomo <)?0 induotrial ontorprioeo (noe   Annex 1j>.) 

cover j about |,0 percent of all private inclur.trial cntoxprioen in Bolivia"," which are 

ectimatwi to muOvr around  2,000.    Arti^nc arc not. mcirborr. of CNC and are thorcroro 

excluded from thune fearer..   Twcnty-ei^ht percent of CKI montare are located  in 

la IV*», '¿'j pnrpent in Santa Cruz,  23 percent in Goch-ilvimba, 



und the ron ar.drir in other 'Doparhiictrti;,    Ucnih^.v.'ï arc divided ini o 

•Unvìi; VxtL^ßiiv.v, t\c.norôir\F to the arr.ount of their paid-in capita],  and 

Meibf.rr Lip fee:; arc  proportional,  to thin cup;! tal.     It is t):orrtV<ro ur... 

stand ibie ti ut  corripriuicr. tomi te» undorivlato the. ir  capital   Lo limit 

their CUI fé an and that statistical Infortirvi i on submitted to OJJ.l  is 

largely unreliable«     KSI belong to the Third Category. 

Among the oerviccn provided by the CNT to iti?    Trcmborr. art; information 

on existing liiwn and Govo riment  procodtrro!;,   on warmfaeturers of machinery 

and orpnpnc.ijt,   on financial in: tit ut ions and on market oppcrturñ.tier;»    However, 

CHI*» work is restricted by il.10 s¡.,:3.1 nuitibor of pernor.'./¿el in charge of thuso 

tai'kf.'. or.d by ihr. difficult i en of  coni.riisriiVtiing hy mail ani telephone with 

ir)(lU!.;tr.U¡3 j r,t:; located  oxiisido 0.'.' La Vi.:;, and other »i'ajor industria!  contri-;.« 

Although efforts are being made by CUI   to coordinate iti? activities with 

th« Dcpartuental Chanibcr» of Industry,   it remains difficult, to maintain 

contact v;ith n:err.borr> outside of L*î Par.. 

.3.9. IR]JUnT7?TAT. EfVj'ATiïS AlîTî PA IKS 

I 

The responsibility for the planning und construe lion of industrial 

cetp.tci'. rad p-.i'!œ   liar with the Departm:ntul Dovslopnont Corporation;», 

Practically all of then», are hand 1 ir*   Bi>ch »rejects, wliich are at various 

cti'ges of procreen.    The wost advanced park is located in ijanta Cxvia;   it 

iu el reatfy in partial operation.    Coehaba.'nba has completed plans for an 

indue trial estati« where enterprises resulting ficin the implementation of 

the automotive indurrti y progrfu.ur.e of the Andean Group will be located, 

Omro has just invited international competitive bidding for    a   feasibility 

study and final design for üB indastrial park.    Tari ja and Obuqivisaca are 

considering Fimilar parks and may need export assistance to prepare their 

projects. 

None ov" tho industrial parke under implementation harj boon conceived 

for Î3SI oxolusivcly.    Again, preference iu given to large-coale projects, 

and in most caaes SSI and artisan« vili benefit only occasionally    in cace 

of insufficient demand from medium aim largo industry.  Inasmuch an large 

enterpriser will have to depend on servine:*, and sub-supplice: fron Î.53Ï, 

the loca I ion of cuitablc swall-scalo enterprir.ee  within the industrial park»! 

should bo cone i de ved desirable. The lay-out of then« park» rhould therefore- 

allow for r.naoo declined to a certain number of nolcetcd SSI. 
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1        A ciuio fltcovvjiii;- iiivn^j ;tc allenti on for ilio planning of an 

indu;-Ivi a'I t!i!-i.;«.1.c» in Jrj. Ta:: whíi.ra, because of lundi coiif i ^.nation, 

epaeu avaj 1;.\)1>2 viiliin -ilio city IM reaching its limiin..     Horn,  industry 

in gcncrfl fuars U serious problem for further expansion.    Existing prices 

for real estate in La Vav, &ra arjiong the highest in LcvLin America,  and 

the moti seriously affeci.trt by this situation uro the small entrepreneurs. 

An of this writing,   tho Municipality of la Paz and the Development 

Corporation of ).i par.  (COIVIOW,) hav£ not yol, reached agreement au to 

whether as industrial estate, should be located in Kl Alto or farthor 

out on tho road to J,a!v.e Titicaca.    CORDEPAZ, for environmental reasons, 

opposes oort.tract ion of nero i nd act rial fp.cj.li.tie« in El Altof which' 

coulù, for rcasont of topography, spread air pollution into the 

lowar-lying conter of la I'aa. 

>.>1i FIUAÜCT « i, ; • ir/riTOTiOfs 

Tho following is a brief rovisw of all financial institutions roported to 

be dealing with small-scale industry in Bolivia.    It baars noma reference 

to artifi.inry becauca of overlap in definitions. 

>.4»1» BOLIVIAN (iOVIirer.SMT EHTITIBS 

.i.4.1.1.    BAITCO CEMTKAL IF BOLIVIA 

The Banco Central do Bolivia (Central Bank), throuch the Ministry 

of Finance,  advises tho Bolivian Covorntnent on monotary and financial 

policies, manases tho raonotary reserves,  regulates tho functioning-of 

financial entities, and acta an financial agent of the Government in tli© 

handliug of internal and foreign debt.    It also serves as a channel for 

various financial resources,  among which aro funds for the financier of 

lnilustiy.    Those funds and programmes which relate to small-scale industry 

nrei 

a) Special Fund for Economic Development 

b) Industrial lie financing Fund (Fill) 

,o)   Artisanry He financing bine (MIL) 

d)   Fund for Igribusinora and Artisanry 

c) Proposed Productive Credit Guarantee Programme 

ti 



A briol' decripti on of thouo fundu and. pioßrammcu and ooBimcnto 

on their iiuufuhiocc firn au followot 

(R)   äüBiül. fo!£fi-£íir. 3-í':P!l?2¿ °J)i?V¿' '• °P''¡<"¡nt 
'fhia fund ira H oKiabHwtart in the Contrai Bank in February 196?, 

titillali:/; rcju-ymentrj of three loanc    from     U3AID  to tho Governila lU 

Oiftiod Corporación Minora Boliviana (COMU-OL).    The throe IKJAI» loann, 

totalling U3S 10.9 million,  «vero made to COÜIBOL for a period of 40 

years, Including; 10 years «race,  at a rate of intcrcnt of 3/4 percent 

p.a.    COMHOL,   on thu ctiu-r har;ù, liar; l>*:eii repaying tin loans to tho' 

Central Bank over a period of 20 years at 2 porsonc intoreiM, p.a., tho 

difference in forati ore fit in;,- a fund in local  currency that ha» been relent 

tj»ruuiji intermediary banks to varioau oeonci. ic «ectors.    Subloanc liuv« 

fecnornlly boon :r.t«lo for periodo of lone than 5 years at V? percent p.c.., 

Of -viliicli 7 percent i» retai-¡YA by the Contrai Bruk and 5 i>ercer.t by the 

intermediary bunks. 

Aa of July  1977,  unblown« total ling USS ?6./r roillion equivalent 

had been financed from thiu funi,  Bad 60 percent of those were adminis- 

tered by Oovernjnont-ovmod baukn (Del Kot ado,  Agricola, and Minoro). Mia 

Banco del Entado alor.e accounted for 45 perenni of the cubioano.    Tho raajor 

portion   of   tho  eubloanu  has  been for agriculture and liventOc!;.    The 

dieti'ilmtion of uubloano by economic «cctor in as follows» 
> 

TABIfl N°1j> 

Bolivia t Contra:» r-ank •» Distribution of ..Special .Ifrnd Credits b,\ 

Economic Hector as of Pecowber 31,   19]6 

Sector 

Comjtructlon 

Exports 

Industry 

Agriculture and 
Liventook 

Mining 

Artiuanry 

Vat *C00 equivalent 
Cumulative 

6,800 
2,465 

4,545 

9,835 
105 
40 

Percent 

?8.6 

10.4 
19.1 

41.3 

0.4 
0.2 

I 
*3, 790 

Bouree»   Hanoo Contrai do Bolivia 

100.0 
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Recordc wore not available to indicate the amount from thin fund that hau gone to 

Btwdl-uciac industry, but tt io ORí il to be negligible    Nono of the 

firms iriterv.-iowod. during the current survey had benefited from ionnu 

from i hic special fund. 

AB of Doceiaber 31,   1976, the balance of loons outstanding under 

this progjfwr.no was USS» 4. 0 million equivalent» 

*0    liy1^"tri al ffifiiipncTr)^ Fund 

The Industrial Kefinaneing Fund (FRI) wan created in September 1S72 

by means of a loan to the Central Bank from Uf.AID in the cmount of 

US» 7 million and US3 1  million equivalent in counterpart fundo of the 

Central Bank.    The USAIÏ) loan war for a period of 40 years,   including 

10 years* grace,  th& interest rate being ?. percent p.a. during the 

KTK-cc period and 3 percent p.a.  thereafter.    Proceed« of the fund have 

been used for making r>ubloans in local currency through the Bolivian 

banking system io the private sector for the establishment,  expunsion 

and modernisation of industrial enterprises.    The FRI fund we« fully 

disbursed within a three-year period,  i.e. by the end of 1971),   and 

uince then the fund has operated on recuperation of previous cubloano. 

The system provides for subicans to be channelled through intermediary 

financial institutions.   The Covemment-ovmod Banco del Estado has 

handled 23 percent of the loans by number and 29 percent by value.   The 

balance ha» been channelled through all but two of Bolivia's private 

oonmoroial and Lpaoioliucd banks, the largest user» boin¿ the Tìanco 

Industrial, Banco Mercantil, and Banco Hipotecario }ìaci caul,    An"P:x )fl 

shows the distribution of FRI loans by financial intermediary. 

Although no particular emphasis was given to agro-industry or 

•mall enterprises in the design oi' the FRI project,  27 percent of the 

original funds vere allocated to agro-industry,  and 68 percent of the sulw 

lonns wore for U3$ ^0,000 equivalent or leso.    The maximum allowable ««b- 

loan is USJ /|00,000 equivalent.    Approximately 70 percent of the nub- 

loann hove boon for expansion and improvement of cxinting facilitici., 

whilo 30 percent have been for establishing new enterprises.    An of 
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the cwl yf Ociobor 1^77fn total of ?.?$ entc-u-pr.i&tto hail Vorn financed, 

with the follow:».»/! Cfcocraphioal distributions 

TAJIIM TI°.. 13 

ftg.Q.r December 31,   197 6 

!>a Paz 

Cochubar/iba 

Sante» Cru.". 

Chuquisncu 

Turija 
Potoßi 

Oruro 

Beni 

Pando 

number of 
Sublouris 
•i »•«—•   »««. 

*5 
53 

M 

23 

4 

T 

T 
12 

0 

Amount of 
Sublop.nu 

225 

2O.9 
23.6 

24.O 

10.2 

1.8 

3.1 

3.1 

5.3 
0.0 

100.0 

tv.uv.-rlcnl >X     Percent 

4,906 48.3 

2,573 24.9 
2,076 20.1 

333 3.3 

17 0.2 
162 1.6 

65 0.6 

10Ü 1.0 

0 0.0 

10,317 100.0 

Source 1   Banco Contrai de Bolivia 

The fund ha a been utilised as indioatod in the following tablet 

fklMF, lTnt4, 

BOUVTAt    Central Bank - Unci» of Fltl F»mdc HO of Paeemfrcr Ì1.  1976 

Pwroooe 

Working capital and 
looal exponaos 

Amount 
USS '000 équivalent 

2,949 
Invoutment capital and y ' 

iinportod £001*0 7,366 
Feasibility utudieo 2 

to,31T 

Percent 

28.6 

71*4 

0 

100.0 

boureet   JJwioo Central «io Bolivia 
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li) r.;.-.r.fct to purfo:to <>r lormn,  43 percent h*r. been for working 

capi-lai nui <jj percent for invontucnt in fixed aynetn. 

Th3 inlor,nwUaiy banks ohargo 12 porcili p.,-u  liferent on 

rib-loan« uliliKiny Fìrt  fund;;,  and tJ.i.: it; con:¡i durably lower than 

Btondar.l co,-crei aï   rate* for loi>.n:-. to the productive nuctor (16 

percent p„-,.t). •    Oat of the 12 percent,  5 percent aro n«t:ûnea by 

tho co^eroi-a ban):« and 7 porcent by tbo Centrai Bank. 

Eighty-tiro percent of tho sub~l e:w; have been with naturi ti er, 

Of 1  to 5 ycni-u,  and  18 purcont vi ¡:h maturities of 5 to  iO years. 

The avorio te• for inveßtmoiit capvUl ban been 4*9 yiars, unci 

tho avorio tena for working capital 1.Û yea re.    Bocauao of short 

payback periods, it wa» poaaiWe to fir.unce tub-loan:; totally 

USS 11.6 million equivalent between initiation of the prograrcno 

and June 1977.    The balance outr.tanrUng of FRI sub-loane un of tho 

caino dato was UES 6.3 nil li on equivalent. 

Approximately ?,200 new jobo have been created thus far an a 

rcbult of the Frtï protratane.    The avejage unxmnt of investment por 

Job has been USS 5,760 equivalent. 

»urine 1976 tho number cf sab-loano approved under the FUI programe 

declined by 45 percent and tho troni continued into 1977.    Tho reasons 

are the slow recuperation of funds now that tho original source has 

been exhausted, lack of knowledge on the part of many Birall-ccale 

entrepreneurs as to tho existence of thin fund, und lust but not 

least the lack of interest on tho part of borrowers duo to lot:»! 

red tape and collateral rcquiröüionts. 

A major criticism of tho PRI lending programme in that it hau 

reached and continuos to roach mainly medium and largo inductrien Jn 

urban areas.    It ic ootiuateu that Icos than 30 percent of the Fill 

BUb-loano were .to industries that qualify as amall-ceale under our defini- 

tion,  even though roost of tho oub-loann were for amount a cf ICRR than 

US$ 50,000 equivalent. Tho avorago size of loami ha« boon approximately 
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USO 60,000 equivalent.    Tho n'vahar fcf ooropaniea within the mission's 

ourvoy that arc- uoint: or havo utilised FftI sub-loans is 11, eonntitutir:¿; 

1} percent of tho rjumplo. 

Another criticiwn of tho prograMmc ia that technical assistance 

in terns of project identification and preparation has been neglected» 

The Central Ban':, with a staff of 14 professional.?.,  is theoretically 

capable of export financial analysis.    However, it is up to tho 

corrano rei al banks to initiate tho cub-loan requests for subsequent 

Contrai Bank approval,  and it it; the commercial banks that are 

doin¿; 1 itti o or nclhinç to assist tho investor in preparing bankable 

projects.    Lack of attention to this inattor on the part of tho 

commercial banks «¡ay al KO be traced to tho 3 percent p.a. interest 

they receive,  which nirniy hankers believe to be too low to warrant 

the e*:tra effort in terms of time and manpower rcq\iired to provide 

euch technical assistance. 

The timo involved in proccscinc a sub-loan under tho Fiìl prosatane 

has also been the causo of conoern to clients«    The procedure often 

takes up to six months to completo.    Delay vii thin the intermediary 

oomaercial banks it» usually caused by problems in obtaining 

«uff ici ont security on the loan and orcossivo paper work. 



- /}6 - 

c)   Azliuiior.Jli'ií^uKi^^liiri: (Ara«) 

In 1974 the O cart ral Bank established with ito own resource« a 

US& 1.5 million equivalent rcfiuaucin/c lino of credit for artiwtmy 

cubprcijcotr:.    Thiis included financing for typical  h.THii crafts and 

emciU-Lxrvlo productive cnterpriacK.    Within ont; year,  cua-loarn?. were 

»ade through th'- commercial baiikir,«; nyniom to 863 art.l!:aní¡,  with t?>o 

maximum rub-loan fixed at UöS 3,000 equivalent and an avera-co uub-loun 

of M'M 1,7^0 equivalent.    Ae of Jine 1977,   rub-loans totalling 

UDÎî 2.1  million equivalent had been made from this fund,    'ì'evuìo aro 

up to 18 r/.onthr for working capital and up to 5 yeaia for investment 

capital,    The into rent iato at; 12 percent p.a. of which 7 pen cent  in 

paid to the Central Hank and 5 percent  retained by the :irter¡v.cdiavy bank. 

The private banking syutera hau nach; 63 percent of thn sub-loanr,, ana tho 

Banco del Estado 37 pareent.      According to tha Central  Dank, the 

repayment racord has been excellent.    This fund haa created aboil  1,300 

jobs and contributed to the recent e::panr;ion 1 ' export of Bolivian 

handicraft«.      The contribution of oub-lcans by Department iu as 

folIowa; 

TABMS K° 1g 

ftoliviaft , PI rétribution of AEL Credits by Ttepartment 

ae of »accmber 311   1^)?6 

flopart nient 

La ftis 

8anta Cruz 

Coehabanba 

Suor« 

Harija 

Pbtooi 

Ortiro. 

Beni 

fondo 

Amount 
USS 000 cattivaicnt 

192.4 

216. 5 

621.4 
306.1 

318.7 
130.8 

164.3 

94.0 

6.4 

VOTAI* 3,030.6 

Jferpoti|¡ 

.     9.4 

10.6 

30.3 

15.5 

6.4 

8.0 

4.6 

0.3 

100.0 

i 
Sourcet Banco Central de Bolivia 
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A privi«:\.yA orviAcí sm of the Central Brinco artisamy rofin-moinfr 

lino in ib-il ih« prolamine oxtor.dn mainly to urban arcas und that ni ml 

arma continue lo be neglected, although this was not the original 

intention of the progmimno« 

d)      Pronorod Fund, for Agri burinera, and Art i carry 

The Central Bank and USAII) arc now in tho procer;c of creatine; 

a refinancing fund similar to FUI for agribusiness and artisanry* 

It in expoctod that this new fur:d will bo operational by tho end of 

I97O.    Agribusiness aro defined un thoco thcit próvido inputs for 

snail fanner production purporoB or for tho marketing of small fanner 

products.    Artisan activity in urbrm areas is limited to activities which 

inveivo.the processing of agricultural  products,  e.g. wool,   leather and 

wood.    Tho financing of other types of artisanry,  such as metal working, 

furniture manufacturing and cottage industries, would be limited under 

this progri.*T.iRo to projects located in rural areas only.    Tho seven 

cities visited by tho mission, which arc the largest concentrations 

of SSI in tho country, aro thus excluded« 

The fund, will consist of a loan froic USAID to the Bolivian Government 

in the amount of URS 6.2 million and USS 3.2 million ocpxivalent in funda 

of the Contrai Bank«,    Tho USAID loan is proposed for a period of 40 yoaro, 

including a grace period of 10 years,  with interest at 2 percent por 

annum during tho first ton years, and 3 percent thereafter.    Sub-'Joano 

will bo channelled through the Bolivian banking »system at an interest 

rate of 13 percent p.a. for perioda of up to 10 years.    Sub-loans will 

bo limited to 80 percent of tho principal of eligible loans.    The 

upper liait on cub-loans will bo US$ 400,000 équivalent for agribusinens 

and USS I5.UOO equivalent for artisamy.    Out of the 13 percent p«a. 

interest,  the Central Bank will retain 3 percent as opposed to tho 

7 percent it has retained on sub-loans from FRI.    The intermedinry bariko 

Will receive 5.5 percent for nub-loanc to urban agribuaines, 6.5 percent for 

eub-loons to jural agribusiness and urban artiranry, and 7«5 percent for cub- 

loana to rural articanry. This spread to tho intermediary banks is higher than 
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on tht FTìJ uub-loanc and reflecte the previous lar:]; of interw.'jt 

on the part of the iiitor1nccl.if1.j7/" bMrkn when the nproai.'? was limited 

to 5 peîeont.     It alno  reflecte tho déterminât iOìJ on the part of 

U;>A]'D to utilise tho oorancroial bîtivdr<g eyalürp ar; the beri   cînimol 

for tiV,'¡)-loai)B to r.it:all entrepreneur;;, 

Tho balance of the inloroct (from ?„5 porc-rt to 4,'j rorcevrt)   . 

vili bo placed in a special technical aMsietarjce fu/r.i,  alce- to be 

»iCMi'.ißfid by tha Contrai Bank,    Tho latior is intended to provide a 

wide ranco of technical and pror.ot5or.rl  servicer, to ieri i eij >•.•.; ins 

eub-lenáera and cub-borrower«»    Tit; jirijor activities viiil bo? 

(i)    to finance an inventory of industrial projects 

for tho benefit of the barking communi ty, 

(ii)    to finance promotional und training nrríivitioe 

undertaken by participating br.nke,  any 

(iii)    to finance nub-project development froa the idea 

stage through feasibility H tody« 

Tho technical asrdntance programme wiH bo funded initially by 

a UÍ33 200,COO f;rnnt from UEAIfl and USS 200,000 equivalent from the 

Contici Dank,  the latter originating from the interest cprcad to 

the Cent ml Bank on earlier U5AID loann.    USAI!) ¿çrant financing 

will alKO be une:!, to provide a long- 101m adviser to tho Central 

Bank on the administration of lending and technical acniotanco 

programmes, 

Thio now project is expected to ror.ult in US* 13«9 million 

equivalont additional direct productivo investment in agribusiness 

and artiranry in Bolivia over the next 3 y co. re, not including 

rcEource3 invented by aub-borrowera in their ovm projects.    The project 

ic expected to finance over 630 cub-loan» over the five-year period 

and create about 5,000 jobo«    Inductrice that qualify  under thitt progmmnie 

•I 
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ore likely io overlap those that qualify under the minion'a definition 

Of Siil,  particularly offro-induuiriea und nrnull bustinot^ec in rural 

areis.    On tho oilier hand,  tho prc^iT-mmc in limiting in termr, of 

eligibility,  and the Ui>AID officiale that were interviewed Et refund 

the îiec-d for complementarity of programmes to annuvo aid to all 

types of SSI.    USAJO would like to cue a co-ordinated approach by 

all lending institutions,  not only for lending; but aleo for pi-oviü/ing1 

technical assistance in project identification and preparation. 

6)     Prünc^cd Pr(:d\:r-.t jre .Crt;d vt^ Guarantee Pro.;-y,-.ramo 

ThiR new credit guarantee programme! is r.ponsored jointly by 

USATI) and- the Cunt ral Dank und has yet to be approved by tho 

participating institutions,    It váll be o omo operative sometime in 

1978.    Ite objective is to provide institutional credit to person« 

or groups that presently lack access to such credit bcoause they 

have insufficient collateral to moot the normal requirements of 

tho lending institut i cm».    As euch, it is destined to fill a long- 

reoogniaed need that was observed repeatedly during tho mission1e 

programme of interviews with small-scale buuinossmoa. 

According to the plan,  a fund is to be established within the 

Central Bank to guarantee 7¡> percent of the amount of each qualifying 

loan made by Bolivian financial institutions.    The fund will bp 

capitalized through a one-time Guarantee comriiisMion of 4 percent on 

qualifying Bhort-tyrm loans and 5 percent on qualifying medium and 

long-term loans.    It vail be supported with up to US$ 2.5 million 

from U3AIÛ and 1)5$ I.25 million equivalent from tho Central Bank, The 

programme will be implemented on a pilot project bacie for four year« 

Bubject to periodic evaluation. 
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The fundís for loans that would bo guaran bocci muí Oí« this 

prcgxvvr; ;c would co¡nc   from refinancing .lino»} administered by Ih« 

Geritavi3 Ihnk us woll an from rosoiucec; of tho participating 

lending institutions.    Tech»icol assistance und loan supervision 

would he provided to borrov;crs through another fuud aàiùAnKtorcd 

by •the Central 3>nk,    It is proposed that  eligible loans should 

include those to;(l) agricultural production and related infra- 

ntru".tu.ru and services,   (?) small-scale priyaiuly--owm¡d ugro~ 

inriustrios,     (3) business enterprises located in rural arena 

or market towns,     (4) i-rti^nry projects located An rural or 

urban areas, and (5) aolf-fioanoing,  fa e If-help community 

development project». 

Thin new Guarantee progriÄXO may have significant impact, 

as luck 01" sufficient collateral hau been repeatedly observed to 

bo a stumbling block to utilisation of bank credits by SSI.    Under 

this scheme,  however,  it is probable that SSI in urban areas;,  which 

are the primary concern of thin mission,  will bo excluded from 

tho guarantee programno. 

1.2.        CORPOR/ICICJT BOJ.jjTIAKA IB F0t?:;ijT0__(Cliy)_ 

CBP haa in recent years become more of a holding company for 

Government investments than a development banking institution,  although 

tho latter was  its original    purpose.     With investments in approximately 

25 different companies,  its assets exceed      \)ü $150 million equivalent. 

In most instances,  it is the solo owner of the.'-;e companies and is directly 

involved in their management.    Major investments are in sugar refining, 

milk processing, vehicle body construction,  ceramics, cement,   and metal 

»Bolting.    CJF has borrowed heavily from tho Central Lank to finance 

these projects and has been unable to meet the scheduled repaymentB. 

Por thi3 reason,  CIP »a investment plans have been curtailed,  i»nd  the 

Government is arranging a loan from a syndication of fore A,'711 Vankc in 

order to consolidate CWc debt and restructure itr. investwents.    Most 

of CiFfs investmentB are very highly leveraged and in ncod of being 

rocapUali»cd. 
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In additici lo ilio refinancing of CBP* s debt, the Üwünr.miVr, 

nei: policy ìP IO decori;.r.üi.:-,c Ihn í.vinagoiücnt of P.ÏÏP'L comj/tnio::, to 

divert by rollini: thi-r.i v.horovor pore ibi o io -Dio privai-.! n-;otort 

and to reconstruct CJ!P along the linen of a développai banking inr.titutior«. 

Thus far 3 firnr, havo been sold, av:d OFF Ima pubHuhed u lint of 12 

additional firmrî i'or ralo with total assets et;tir,:atoJ at WM 98 million 

equivalent.    CJiP ir, seeking outride assistance for ite ro-or£;¿aii:'.ati<m 

effort as well as for the »ale of itr. asceta,  und the minioa had 

discutions with CEP management regarding possible technical assistance 

from UKÏDO for thebe purposes. 

For a time iti itR recent history,  i.e» between I96C and 1973,  CBP 

administered a fiwd for sub-loans to Ilio productivo rector.    If. received 

three global credito fi-oín the Int ora; ieri can Dovei opaiorit Bank (Jl)3) 

totalling USO 30 Trillion at an avo-ago eost of 4 percent p.a.,  for a 

period òf 30 years with 10 yearr' grao o, for on-lending to industry,  rainiiig, 

agriculture,   tourism and axtir.aniy,.    An additional '¿um oí' UtfS 1  million wan 

provided to CHI1' for the taine purposes by the Corporación Andina de Fomento 

(CAP) at an interest rate of 6 percent p.a.    Out of the tot:û to all 

sectors, 94 industrial enterprises received sub-loans totalling 

USS 2.9 million equivalent, find the amount channelled to SSI was 

about VSS 300,000*    The balance outstanding on all cub-loans an of 

October 1977 wan USS 560,000.    Terms for the sub-loans were 1 to I5 

years at 12 percent p.a.  interest. 

CBP haß boon much criticized for poor administration of these 

Bub-loans as vol]   as for bias in the selection of candidatos. 

Supervision was not adequate and many of the cub-loans have beon in 

default.    Tho mission believes that, without a major organizational 

restructuring, CBP is not in a position to administer effectively a 

lending programme to SSI. 

Future plann of CBP include divesting of holdings nnd remodelling 

tho institution along the lineo of a developinent bank, but it ic too 

early to predict the outcome.      CJF*s position in respect to financing 

SSI depends much on the restructuring of ito staff and on 

priorities to bo set*    Clearly, with changos,  it could be a candidate 

for the administration of fimnci.tl and technical assistance to SSI* 

CBP if; oxpooting a new line of credit from CAP for USS 10 million, 

but this would be mainly f < r agro-industry. 



EANR3TA has "bcon fjin^lcO out. for opecia! attention because: of 

iti", peccarti al rol« hi the financing of C3T.    It win created in 

November 1970 te ta};» over the functions of the B.in':.in¿; Department 

of c)iv Central Bank.    The Bolivian Government iü the nolo shareholder in 

BANES'J'A.and although it in a (Joven:••• ont  institution its orientation i a 

exclusively towards the private net-tor.     It 3m; the character of both 

con-nrjriîial and development bank,  utilizine» public depo.:iU: as tho batán for 

œakinc short-tenr. commercial leant* and specially deFicnatnd soiirecc for 

laakinj; loans at lov.-or interest -.'.ni 1 oncer tenn to priority sectors «ucli ao 

maiiufaetv.rinc industry,  agro-indu fît ry,   export and construction.    BAWJ3TA 

io Bolivia's largest commercial bank,   with about 24 percent of all deposits 

held by the banking syrtein and A4 brancher throughout the covntry»    1'tn 

paid-in capital by  the end of 1976 ».'US U3$ '¿,rj million equivalent,   capital 

and recorvos US? 7*1 million equivalent,   portfolio of commercial Ioana 

USC 33,7 million equivalent and portfolio of development loans 

USS 46.0 lnill J on equivalent»    BAKK3TA has financed approximately 

28 percent of all imb-lo^nn redineounte'd with the Central Bank under 

the Industrial  Refinancing Fund (lîTï 1 ) f  far more than any other 

Binale institution.    It has nino financed 37 percent of the sub-loans 

to arti arms under tho Central Bank's Artis.nry Refinancing Line, 

Loan approvalo in 1975 and 1976 by Sector and Department are ffivon 

in Anner 1^. 

Because of ito experience in the FRI procraiumo,  its character 

as a Government institution with an obligation to cerve the country, 

its orcaniüation with 44 branches utratoßirally located to service 

remote areas,  and ite utaff of professionali- qualified to handle 

project appraisal and supervision (.30 in La Paz and 40 in the field), 

BA11E3TA has been mentioned by the banking coinmuuity au a logical 

choice for an institution to administer a special programme cf 

lending and technical aBuictancc to D3I,    The management of BAlWiTA 

io clearly interested in assuming ouch a responsibility, an evidenced 

during an interview by the micción with BAKKSTA'c president. 
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ßuccftfirful iirinagowont of ft special fund for SDÌ is not continent 

upon Ci.-oti-nl Baifo co-administration, according to tho President of 

BATIÎÏSTA,  and the wi:;cion concurs with this view,    Th<¡ President alno 

fctro:.'.!î^d the importance of" financial con tri bit ions from the Bol i vio« 

Government as symbolic of the mutual assi stanco that is required to 

tnako this type of programme successful. 

'-Ì.4.M*      issmipo MCTOKAL DB PP^TKV/JïSIOîT (IHAIPR^ 

IKALPHE io a public occtor entity un3cr the Ki.nir.try of Planning 

and Coordination,  created mainly for the purpose of preparing pro- 

feasibility and feasibility studios for Covcrancnt investments.    However, 

a email part of its effort is directed to industry in general nnd to the 

privato sector, but virtually none of it extends to SSI,    IlT-lLPHS ha« 

a professional staff of 6 persons and a roster of local and foreign 

consultants on which to draw for specific projects. 

Loans for pre-investment Studien aro granted by INAURA for periods 

of up to 8 years at a cost  of D*. percent ]?•%•%, (»IT percent being IRALFIffî*s 

average cost for funds, leaving INALFKE v/ith a 2 percent spread.    Its 

financial resources arc a fund of US3 14 million equivalent from the 

Government budget and various loans from the Union de Bancos Bolivianos. 

Negotiations aro in progress for a USÎ 5 million loan from IBB and 

another US& 5 million from the Canadian International Dovolopuont Agency 

(CHDA),    Sub-loans for pre~fea3ibility studies are made for a minimum of 

US£ 5,000 equivalent and a maximum of USS 15, COO oqxii valent J fcr 

feasibility studios, a minimw.i of US$ 15,0C0 equivalent and a maximum 

of USÍ} 100,000 equivalent,    SSI are generally neither willing nor able 

to spend tbtae sums on investment studies as they aro out of proportion 

to the value of their projects.    Thus INALPRE cannot bo thought of as 

rendering a special service to SSI, 

I 
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ïhe private corir.iciv.iy.1 banking uyotorn in mad o up of ion national 

and cix foreign bimku. !BM!o«"i6 banks have a total of ß7 offices throughout 

Bolivia,  for the mout prut conovivlrulocl in the tfepartmcnlal capitals. 

Annex ifi^shows location;.! for private comraoroial an well as privale 

upecialiaed ba.-ìku. Est: opt for thc&o hanks that h uve been active in 

oßriculturai lending programs, the coirniyrcial bankr; have had  a prevailing 

urban orientation and have lent on relatively ¡bort tnrm for traditional 

activities mich aa eonutruotion and commerce. 

Total depositi.; registered, in all private cora¡ercial bankn were 

1)3 3 2^5 million equivalent at December 31, 1976,  an increase of 73 pot-cent 

over the previous year. This phtnor.ienq.1 growth rate of the Bolivian banking 

oyaten reflecta the rapidly incren a i ng VIM age of bonking service »J throughout 

the eountry. Loans to the private ucctor from private commercial bunkn 

totalled 1)3 % 175*5 million equivalent at year end 1976»  an inoreaoo of 

42 percent over the previous year. The relative positiono of privato 

national,  private foreign and tho state-owned commercial bank in reßpeot 

to depocitt, and loans at tho ©nd of 1976 were a« follows s 

TABLB N° ?6 

BOLIVJAi Deponite and boann of Private Contine roi al  Banks In 1976 

(in peinent) 

Deponite l£ä?i£, 

Private national bankn 49.6 4?.1 

Privale foreign banko 26.5 ÍK5.7 

Banco del Entodo 23.9 31.2 

100.0 100.0 

1 
Boni v.r. î F>unc:o del Rutado 
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Souroer. of finn noe for ihu privata roctor and dirvi ribo, lirm of deponito 

within the cnitti.joi'cial hanking ayutem uro i-hovm in  Annr-x: 17, 'i'otr.l doloriti; 

and portfolio uf loans: from ouch lunik*H own oourcer. are chova in  Annoy \ß, 

Arn-»:   1¿ illutstratcu portfolio growth and distribution by nootor among the 

privato oomuioroial htmko. 

Private national oommeroial banke are required to have a minimum capital 

of US % 1 million equivalent,  who re oc the requirement for foreign oommüx-cial 

banks ia W> % 2 million equivalent. The maximum debt/capital ratio in;30 I 1 

for national banke and 20  i   j .for foreign bankrw Reservo requirement« aro 

M shown in the following tablet 

TAWr. IT0:1? 

BOLIVIA; Reserve Kequiromontr, for Privato Copiarci al. Bank» 

(in percent) 

Demr.nd Deponite |[ByingR Account» 

»at io nal banke 45 .    * 10 

foreign banks 45 15 

Bouroct U3AID 

Commercial banka muct maintain a 10 percent legal rouorve in reopeot 

to foreign ioanswhen the loan ig for lens than two yearc and provided the 

cub-loanuaro granted to tho productive fteotor for more than two yearn. 

A law passed in 1975 require« overy commercial bank to have at least 

75 percent of ita loan portfolio in credits to the produotivc nector and 

IM more than 25 percent in credit» to {¡Uiotly commercial octivitico. A 

further rcntriction in ronpoct  lo ter   of Ioana wan enacted in June 1977» 

requiring commercial bank» to »Tortini thoir loan portfolioo a« follows»t 
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•MIíLK ii° iß 

¡JfikTl^^Cg'g"\Poyy.roì>l.f<>li« Codionition of qowaerolal ftwkB 

(in percent) 

22ÌJB 

2-3 yoarn 3-5 yearn —_—       

lattarmi banks 10 

Existing foreign bank« 15 IO 

Äow foreign banka 20 1J 

pou root    Banco Central de Bolivia 

The banks   had until March 1978 to make the corresponding adjustments 

in their portfolios,    Those tliat do not comply aro required to invect 

in bondo of the State.    The intent is to manoeuvre the commercial banks 

from their traditional nhort-term lending to mediiun-tom activities. 

From tho above,  it is apparent that foreign bank« are not treated 

by the caino ßtandardo as the national bankr..    lievertheHBB,  in the recent 

past, r.t least 2 or 3 foreign bank« had been making enquiries evury week to 

•he Minittry of Finance about establishing opeiationo in Bolivia« 

Interest is not paid on demand deposite.    The Interact schedule for 

áavings and time deposite ic as follows» 

WW jfll 

BOLIVIA! IjOgftllntirort qn Savings and Time jopcylU 

(in percent) 

Savings doposits 10 

JO-day doposits . 10 3/4 

loWiy deposits 11 1/4 
36ü~day deposits 11 3/4 

go^rcct   Banco Central de dolivi» 

I 
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Dollar dypoiíilti yi.çld ¿p lo 9 pui'cuvit per araro.    Tho consumer 

price in:!ox rhewü n.nnu.vl.   inorùifUiB betwc n |; urA 1.0 poroont over the 

p.;rt three y.'.-ti-i).    Pise tu the relatively low rato e" inflation ami     a 

eatinfactory irado balance, the possibility of a devaluation of tho 

peso in the near future in not forenoon. 

In tho banking system, the intoror.t rate   on coprirci.-il loitnu 

from tho barila:'  own a ou re cu iu a nominal   ruto of 15 percent 

per annum pluE '/ percent per .\nmim tax plu« 3 porco;:! por annum corrminoion 

fer a bank cnployocn» benefit fund,  fer a total of festive interest rate 

of 25 percent por annum.    The intercut rate   on  productive loan:; from 

the banks'  ovm source» is a nominal   rato of 15 percent par annum 1 

plus 1 percent per annum tax,fer a total effective   rate of 

16 paicont per annum.    Por coi tain areau of activity, e.g. production 

und marketing of cotton, noya,  coffee, wood,  corn,  sugar and livestock» 

and housing construction and promotion of non-traditional export«,  the 

1 percent tax is removed leaving an effective rato of I5 percent per annum 

for loons under 2 years, increasing to 16 percent per annum for leans 

with tonna of 2 to 5 years.    The  current intercut rate for loans from 

external sources is LIEOll plus from 4 to 6 percent per annum. 

Additional fees, commits ions, and    prácticos    can   boost 

the effective interest rate several percentage point«.   Examples are 

fl-ont-end fees for closingand for supervision of Ioana, the practice of 

requiring prepayment of interact and foes,  the practice of requiring 

compensating balances,  a special fee. for the benefit of bank employees 

amounting to 3/4 percent flat every 3 months on renewable loans,  and 

a 1 percent university tax in the Department of Sarita (¡ras.    Daring 

the interviews,   the mission encountered companies that were paying effective 

interest ratos in excess of 20 percent on productive loans and in 

exoess of ,30 percent on oommr nial lo.ms. 

Maturities on oonuacroia] ban!: loans are normally 30 days to l8 

months for working oapital and 1 to *j years for fixed capital. Security 

arrangements for short-term loan« are usually in the form of personal 

a 
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guarantor;-!.    }íortfíu£Cf.> are almont always required on lorsng exceeding 

3 years, and the value of tho oollatoral muni bo 2 or 3 timen  the 

amount of -the loan. 

Frola di ecu F>r. ions with Bolivian banker;, it it, apparent that they 

are not interested in increasing their lending activity 

"to   SSI,    which in in any case minimal, because of the porceived 

high-risk factor on euch loans; and because of the exr.ti3c.ive cout 

of proceeding uid cupcrvicion. At present the banks can afford to limit thoir 

lendinn activity to well-known and uell-establishod client».    As an 

indication of their conservative practices,    the loas rute on Ioana 

for the commercial banking ay stein as a whole is estimated at 1 percent 

of tho portfolio.   Arrears over 3 months affect leus thin 1 percent 

of tho.portfolio. 

Suppliera* eredita denominated in hard currency for capital 

goodfl made in Argentina and Brazil are available through the Banco 

de la Nación Argentina and Bunco do Brasil respectively.    Terna are 

generally 3 to 8 years at 7 to 6 percent per annum interest plua the 

guarantee of a Bolivian bank, which costs   up. to 1& percout 

por annum depending on tho client*c connections« 

Ì.4.3. PRIVATO SPECIALIZED BANKS 

3.4.3.1. BANCO INDUSTRIAI, 3.A. (BISA) 

Duo largely to the support of international financial institutions, 

BISA has played a major role in the expansion of tho productive sector, 

and it« activities are expected to increase ßignifioantly.   BISA. wa3 

. founded in 1963 as a private development bank under the sponsorship of 

i 



-   VJ w 

the Bolivian National ditMcbor of Indubiriu.? and U3AID,    Its 

ohurôholùova now number 246»   All aro privato institutions 
grouped ua followst 

Private Bolivian banks 

Bolivian firms and individuala 

Bolivian mining entcrpriuoo 

Foreign investors 

100 

The largest shareholder io AIRLa Investment Company, wiih 

13 percent of BISA«s share capital.    A mon ft the other foreign 

inveatore are the International Financo Corporation (IPC) and 

Deutuchft Gesellschaft für Wirtschaftliche Zuoanrnuanrboit (îF.O), 

both having    become shareholders in 1977» 

BIS/L's taain office la in La Pae, where 17 profonnionals are 

employed.   There it; a branch office in Santa Cruz, with 3 professional«, 

and a regional representativo in Tarifa.    Pull branch offioes are 

planned fir Coohabnrcba and Tari ja in the near future. 

I 
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An of September 30,  1977, BKA «o total assets were   1138    24.3 million 

equival ei.t.    Capital and roservos wero   US3    3.7 million equivalent, 

with p.-iti-In capital at     US5  3.0 million equivalent.   Long-term dobt 

was     UCS  16.9 million equivalent.    The loan portfolio stood ut 

Vüí    21.2 million equivalent, and equity investments at   US8  319,000 

equivalent. VISA*v. profit in 1976 was USS 349,000 equivalent after taxes 

and othor deduction:;, representing a return of 15 percent or invested 

capital.   Loans in arroars over 3 monthy affoetod 6 p&rconc of tho 

portfolio, down from the I5 percent level of 1972.   Although thin sho-.ra 

a considerable improvement in EISA's portfolio, it chould be noted that EISA's 

lending to industry involves wore risìrji than   that    • undertaken "by 

the coirca« rcial banks, as indicated by the fact that the latter have a 

corresponding arrears position of less than 1 percent. 

BISA*s objectives are   (1) to stimulate investment in the Bolivian 

private productive sector and (2) to give financial and technical assistance 

io this end.    Its principal activity io medium and long-ten:) lending 

for perioda of up to 10 years, but it is also authorised to buy shares 

in tho enterpri tice that it assists, a Amotion it has thus far exorcisod 

very little.    In 1976 the loan portfolio was about  19 percent short-term 

and 81 percent medium and long-term.    BISA's past and projected loan 

operations arc shown in .Annexes 20 and PI.     BISA aims to have at least 

10 porcent of its portfolio in loans to   SSI   in tho future, but up 

to   now only about 6 percent of loan approvals bavo been for small 

oompanic'j.   BISA defines   SSI as those with equity 

not exceeding     US S 50,000 equivalent and which employ not more than 

50 perronsj    thus its loans to   SSI   are   difficult   to 

reconcile to our definition.    Ninety porcent of BISA's loans are in 

dollars and 10 percent in pesos from its own capital and from loans 

discounted with the Central Bank. 

In its 13 yoara of operations, BISA's cumulativo resources have 

been in the order of    USS 35 million equivalent, tho principal t'.ourooo 

of credit being: 
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Intorariea-iean Bevelo.rwnt Ba,ik (iMj) 

i.  International Bank for Reconstruction and bevo).opinent (iBUTî) 

US Agency for Intcrnation-d Bovol orient (tfJAlD) 

KroditanctaK für Wiederaufbau (KW) 

Banco Central dc Bolivia (Mil) 

European Economic Coniaunity 

In addition, during 1977 BISA euceeeded in tappine the international 

capital markets with direct Ioana from a consortium led by the Atlontio 

International Bank Ltd. of London,  logothcr with tho Boyal Bank of 

Cunada, Libra Buv)k Ltd., tho Pirat   National. Bank of Chicago, ani tht_ 

Beutfeoh-S'JduTTiorikMTiitìche Bank. 

Tha oout of BISA's financial retsourceß var.:.er¡ from cno source to auother ar 

from one loan to another from tho came conree, p.p. 3.?5 percent to 

8 percent p.a. in tho cane of IBB, aero to 6 percent p.a. from IBA IB, 

8 percent p.a. from the World Bunk, LIBOR pliw 2 percent p.a. from 

the Atlantic International Bank, LIBOR plus  1.75 percent p.a. fx'om the 

Firut national Ban!; of Chicco, and 9,5 percent p.a. from the Bcutnch- 

BUdaworiksnische Bank,    UncocBsritted. resources as of 30 September 1977, 

t/ero    URfc' 5 million equivalent in domestic currency and   us$    I.7 million 

in foreign currancy, the latter being principally from.a 1976    IBRD 

loan of   US8   10 million for industry and mining.   BISA i» presently 

negotiating a new   US$    15 million credit from IBB.   Also, as a 

Bhareholdov in the newly formed A rab-Lat in American Bank, BISA way have 

acceso to nevi lines of credit in the future. 

Interest rates charged by BISA are 15 percent p.a. for working 

capital loans in dornest io currency up to 3 yoaro, 12 percent p.a. on 

dollar loans up to 10 yeare for fixed assets uning funde laainly 

froin IBRD, and LIBOR plurs 4.5 percent'p.a. for working capital 

loan» up to 2 years uoing dollar sources.    Other fecit ore» 

ft 1 percent commitment fee on tho undieburned balance of a loan, BOO» 

io bo inorcaned to I.5 percent, and a 2 to 4 porcont el owing and 

oupcrvicion fee on tho full amount of the loan. 

Loans of undor UD3 50,000 equivalent are usually channelled through 

oonnnorci.il bank» and carry the gmrantoeo of those bankn at a cont to tho 

client of up to an additional 3 percent p.a.    In tho latter cane,  BISA holde 

tho commercial bank renponoiblo for collection and loan cuporvinion. 
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Where 3ÎISA directly managen the  loan,  it usually holds a 

mort^/yo equivalent to 2 to 3 ti ¡noe the amount of the loan. 

BISA.'Iî plans for the future includo iss'.ting 'bond* in order to 

raise local currency for lending.    It also aims  to expand it:-, activities 

•to arcar, of tho country in viJiich it io not presently operating.    Fifty 

percent of itr. activity i a now in La Pa a «-and 2^ percent in Santa Crus, 

where it ha» boon efitabli'-.hcd for only two yearn• 

BISA hats boen designated as the channel for an IBRD loin of 

US£ 2,05 million to SSI in the La Pay. area,   this bcin¿; a component 

of IBRD* c new USS 22,5 Million Urban Development Project for La Pa«. 

SSI ie herein defined as business with a paid-in capital  of lens 

than USS 20,000 equivalent.    IBRD estimates that about 140 small- 

scale enterprises will benefit from this loan,  assuming tho average 

loan requirement ie about USS 17,500.     Ternrj v;ill be 5 to S years 

I>lun up to 3 years of grace«    The interest rate on these locns v;ill bo 

12 percent p.a.   plus up to 6 additional  pointe depending on the assessed 

risks or appraisal work required.    A relatively high spread is needed 

to cover the administrative costs associated with this type of loan, for 

additional feasibility studies, and to allow for possible bad debts. 

A epecial appraisal unit will bo set up within EISA for the selection, 

monitoring and supervision of the small firms that aro expectod to 

seek credit under this écheme.    BISA is expected to give assistance 

in financial and cost accounting to borrowers under tha programme« 

MSA is respected as a highly professional institution, well-managed, 

well-organized and efficient in its operations.    It is a major domestio 

bouree of medium and long-term financing for industry and mining. 

However, it is unable to satisfy the fast growing demands of private 

industry.    It has beer criticised for neglecting promotional activity, 

particularly in outlying areas of the  country and particularly unions 

ornali oompanics.   Especially in Santa Crua, where all EISA's loans have 

been channelled through'local commercial bank3, BISA is thought to be 

weak in its promotional work and   slow in natisfying local neods. For that 

reason, local business groups in Sunta Cm«,  including tho Regional 

Development Authority, are planning to establish their own development 

bunk («oe section on   3.4.3.5). A* *«« «ano "timo, tho cona-teroial bonks 

in Santa Cruz are not satisfied to earn only 3 percent as intermodiarien 

ii 
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for loan:, originatine with M3A, bnlioving thin to be iiwleqaato 

ouiii)x-nr.;ition for the many problem: inhfiiont in tho collection and 

M/pürvif.;ion oí" tbc'.'ti loan s. 

Backed by the international financia i c< vnm-aty and enjoying ft 

reputation for profc;:.nioirtU:;n, jjj;^»  ¿s expoclod to continue  to play 

a very important rolo in leading lo industry and mining,  inolwdin» 

ever-incrcar.ing attention to SS.'C. 

i 

•'••4.3.2.       Mí29JE!L2í!3H9^^ 

In Hoveiabar 1974 a priviito financial institution,known as Banco do 

Pinanciamiento Industrial S „.A.  (BAFIIJSA) vrai   fonaci in Oruro.by a 

number of small mining corcp?nies.    Itr; headíiuai-'cor.-; was inoved to La Paz 

in JVoruary 1977.    HftFllIHA now hat:  1,070 Bolivian shareholders, rco*t 

of them'iuini^g complies, and 30 together hâve a controlling interest. 

BAFPiSA's paid-in capital, in   U33     1.2 million equivalent.   Employees 

number \'¿i  of v.-hich 7 are in La Paa and 5 in Oruro. 

BAFINGA's policy is  to extend nbort and medium-term credit up 

to 5 years to industry and mining.    As with all non-commercial banks, 

BAFI13SA is not allowed to accept deposits of any hind. it 

concentrates cm export financing for raining companies« 

Stibscquenl to criticism for granting loans to its own shareholders, 

BAFIIJSA adopted a rule of not lending to any company in which e shareholder 

of MFIUHA hac   an interest creator than 20 percent.  It intends to assist 

borrowers in project preparation, but   very little of this han been 

Aon©    thus far.    MFIÏÏ5A plans to maintain leverage at 5 to 1, raid 

to increato its paid-in capital to    USS   1-5 million equivalent in the 

near future.    Local resources aro its own capital pluc line» of credit 

from the Central Bank.    Other sourocn of funds are lines of credit 

from U.S. banks, particularly Citybank and Ban00 do Boston. 

BAPINSA'u maximum term for fixed asset loans is 5 years, and for 

working capital loans 12 to 10 months.   Ao with commercial banks, tho 

interest rato for local currency loann to industry is 16 percent p.a. 

Tho spread on loans from foreign sources iu between 2 and 3 percent. 

Tho maximum loan granted in    U3$   100,000 equivalent and tho minimum 

UîîS     25,000 equivalent.    Borrowers aro expected to maintain a dobt/oquity 

ratio no greater than 111.   Prof erteci security arrangementu are mortgages 

L^. 
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on ruai er-.tutü(but not on platd and oquiproont), und also the act;ien»ont 

of MMCí: proocsdu. \x •...:. •  . 

ïhoorcticolly, the renoureca of thia financial inntitution could 

bo madü avr.iluU« io   fisi bat it it doubtful that * 

thin will occur duo  to the udiuinirvtrntivc problem-; und expon-o involved 

in luiJirg to  SÍ.T   and BAFJDiJ/.*'«! limitations in rer.poot to porrón noi 

for cvrj.uatir.ii -end supervising loanr¡.    In tho opinion of TAVllV.'Â'a 

»nungwncnt.'very little reliance can bo placed on tho offici:'! financial 

statements of »mall companies, and ca:h flow project i ont;, must In made 

for r,vcry case.   At the sr.mo tine, BAPIIT3A is of the opinion that 

881   are highly profitable,    tho   -average    rate    of 

return on invented capital being in the neighbourhood of 30 percent. 

Thio largely coinciden with tho missione findirle. 

3.4.3.3.       RAUCO m irrorici? BOLIVIANO ì,.A. (BIBSA) 

Pounded in September    1<?77i BIBSA ie Bolivia's newest specialised 

banking institution.    Ita five shareholders are all in the private 

sector.    One io a holding company that wan formed to purchase the 

Bolivian interecto of W.IU Grace ami Co.;  another   i3 Bolivian 

largest private mining corporation.   Eighty percent of the equity is 

ownod by Bolivian,    the balance by a Canadian national,   BIBGA'B 

paid-in capital is   ÜS5     1 million equivalent, to be inoreasod to 

USfc    1.5 million equivalent by September 197C.   BIBSA plans to buildup 

its resources to    US$   V) Billion équivalent over the next 5 year«, 

depending largely on the support of the U.S. banking community.    Lines 

of credit have already been established with American Exprese, 

Wanufaoturors Hanovor, Wello Fargo, Continental Illinoio, First 

Kational of Dalian   and Dow Banking Corporation of Switzerland, among 

others.    Leveragü ia planned at about 9 timos paid-in capital 

including oontingont liabilities.   The intention in to have a londing 

mix of 2/3 at 2 to 5 years and l/3 at short-torn».   Total lending 

commitments for 1p77 were expected to bo botwoon    USS  5 and 6 million 

equivalent.    BIBSA has 6 full timo oirployccn, 5 of whom aro profoooionalu. 

BIB3A*a  poli.cy is to.concent rato on short and mod ium-t OTITI _ .. 

dollar loans to tho productivo center, defined as agriculture, 

ranching, industry, mining and tourium.    Ohort-tena credit will bo 

extended to cover working capital needa,    modium-tora for financing 
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industrial mmshincry raid now pi .-.voit;.    It io alno allowed -to take 

equity, and it; considering doing so in lieu of foor; vhich it would 

othurwino charge for it u services.    EIBSA ali:o hopo» io placo a number 

cf lurgo Government and privato Rector borrowings with international 

"bai: ko. 

On short-terra loarrs the nominal interest rato charged iß 1¡> per tont 

p.a., the effective rate eoniridoriug front-end fear: and etoiup taxes  «¿Mounting 

to   About 20 percent p.a.      The term.'.; for lung-term leading v?,ry 

according to the foreign source of fund:;, with a epreacl of 3 to 4 percent 

p.a.  ovor the cost.    Maturi tier; • laust    not   excoed J} yean;  inaf.much ao 

thiu is the maxiiiiuia  term for funds obtained by BIBSA from, forcina commercial 

banks for on-lcr.di.ug. BIBSA1'u statutes prohibit lending ncr¿ thai» '¿0 percent f 

its capital  to a Binalo client.    Security requirements are a fi ria mort cage " 
an violi arj personal guarantecu of the borrower, particularly in the 

case of small end relatively unknoui borrowers. 

According to BIBSA»u management, the mission's definition 

of SSI does not embrace companies that are among ita clients. Not 

one of the companies in its present portfolio of loans totalling 

approximately U3S 1 million equivalent would qualify as St'I, till biing 

relatively large enterprises.    BIBSA would not be interested 

in lending to SSI because of the high work input required.    If 

such loans were made, BIBSA would charge a loan supervision fee to 

compensate for the extra time and effort involved. 

3.4»3.4« CORPORACIÓN FINANCIERA TOS BCT.TON S .A.  (FIHANCIKHA BOSTtsQ 

Financiera Bonton,  100 percent owned by tho Boston Overseas 

Financial Corporation, -war. opened in La Paz in June 1975 in conno otic*? 

with obtaining approval for tho establishment of the Banco dc Boston 

. an a commercial bank.   Financiera Boston's paid-in capital in 

US$ 1*3 million equivalent.   The staff at ite only office in ha Paz 

includes 5 professionals for project analysis. 

Financiera Bortón has been engagod mostly in medium-term project 

financing for up to |j years for induntry und agriculture.  In 2¿- yearn 

of operation*, it han financed a total of 43 projects for approximately 

133$ 13 million equivalent.   Very few of therjo would qualify au 

SSI   under our definition.    Two-thirdn of tho loan«   jJnvo been for 

hew projects and one third for expansion» »    Only 3 were 
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chc>rt~icrm low. for vorhin,'; capital.   The averle loan tiizo in 

U2Í 350,000 ot: ri valent, and ihc avoroge tona its 28 monihü.    Ite wain 

courcf; of fumi:; in Eurodollar 3 cono from the parent company, and all 

Butv-lcavrsliavü toon in foreign échange wil.li ilio exchange rio!; io tho 

berrwor.   Tho j-.lièrent l'aio ir. LlPOIï plur> 2 to 3 percent p.a., which 

averager, out to about  13 Forconi p.a.     Arrears aro noi significant, 

and thoro has bann only ono default out of tho 43 loan».    Client« reprcnont 

geographically 7 out of ilia 9 department») in Bolivia. 

According to Financiera Posten's managoraont,  tho net spread io 

about 3».5 porcent, and it io jur,t breaking oven.    Since ite 

affili.vi.cd company, tho Banco de Dor;ton,  io engaged in ciinilar londing 

aotivitien, the two comparii oc plan to merge ac soon OB tho Bolivian 

authorities grant perniier.ion to do GO. 

/ 3.5. CORPOR&CI0ÏÏ FKAKCIERA PS SAKTA CRII?, S.A.. _( COPILA) 

A privato development bank fez- medium and. long-term Icons to 

industry and agriculture ic in the proceed of formation in the 

Doparlinoni of Sarita Cruu.   Principal sponsors aro iho Regional 

Development Authority ^ and the Banco do Santa Cruz do la Sierra, 

which in Solivia* s largest private commercial batik.    CCFIH5A is a 

priority projoot for thft Regional Development Authority, whioh 

finances this and other projects through a royalty of 11 percent 

which it receives on tho market value of all natural gao and petroloura 

produced in t*\e Department of Santa Cruz.   The Regional Development 

Authority will be a 20 percent nhareholder in COFIN5A, and in addition 

plan» to próvido a loan of US$ 5 million oquivalent under quasi- 

eqviity termo. 

In addition to lending medium and long-term, C0FIK3A intendo to 

underwrite securitioB,  inDUO marketable papar,  itsuo guarantees and 

letters of credit and finance feasibility studies.    It does not 

intend to engage in commercial banking activities or make equity 

invobttnontn.    COPIKSA* s initial paid-in capital will bo 

USt 1.0 million equivalent, to bo increased to US8 2.5 million 

equivalent within 5 years.    It intondo to cook loan« from tho World 

Bank among othorn, and plans to occuro financial recourceo totalling 

i/     Cornilo do Obrar. Publicando Santa Cru». 
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tI33#17»'J million equivalent by tho fifth year of operations.    Tho 

cponr.riiT-' intend that OOFBTA should eventually operato nationally and 

not lo Huit ed to tîiu Survit; Cruz uroa. 

Santa Cru» buninosnwen aro dissatisfied with the- paucity of 

aßsietanoe thc>y rocoive fron Govvrnmcmt ii'istitutions and from 

^.1¿A ^ i,or i,),:i"t reason arc creating this new institution 

to cope with tho dioi-tago of financing fo*  investment projects. 

COPIOSA»s sponsors ostinato that the shortage of «neh financing for 

ull project;; in tho Ci.nta Cru?, area will raount to about IBS 2i> Million 

equivalent per year   over tho next 5 years. 

A 

'.4.3.6. COKPOMAüIOJ:_ iTOiici?•<*.J^si^J^snrm^ 

The Departmental Dovolopmont Corporations of Tara ja, Pot OH i and 

Suore aro actively prowotiívj tho croati at of CODEöUT   as a regional 

financial  corporation   with practically the ea:!:e objectives os'-"i   ' 

COPEföA.   A  consulting firm,hired by tho three corporation!?, has 

prepared a feasibility study for C0iE.3UR.uud nc£otiaionß with 

tho Central Government in La Pa?, are underway in order to obtain 

legal authorisation and financial support for the new organization» 

4.3.7. BOLIVIAN IQELQPIgaiT KfttmiTION    (FDD) 

It 

FBI) is a privato, non-profit institution founded in July 1971, 

It belongs to tho Council of American Development Foundations,  which 

was created in Santo Domingo in 1972 for the purpose of channelling 

privato resources and capital assistance to Latin American countries. 

Tho FBD has distinctly social objectives while working in the financial, 

technical, rcducational and cultural fields.    As a non-profit organisation, 

it receives tax-free status from the Belivi an Government.    K3D operates 

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

U3Í 100,000 for on-lending to eligible borrowers.    The organization has 

only 5 employees, all based in La Paz, but it hat» plans to open centers 

in Coch-ihaiiiba, Santa Cruz and Tarija, whero it will ortfaniite technical 

aBßictnnce to nerve those who benefit from FBD loam;. 

Sources of finance have thus far been contributions from privato 

j)ornons and or¿7ani:',itions, a loan from the; Panarne ri c?m Development 

Foundation,  contributions from 1hc National Chamber of Industriel?, 

donations from USAI]),  the proceeds from public health activities,  and 

funds provided by DIRA for mnaU industries and handicrafts.    Those 
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altogether financed 27 îonnr. totalling USÎ 97,500 equivalent between 

1974 and I577.    Fifty poi-cor.t of thciso by value went to iwiall 

bur¡.Uj'juncB-and artium.c for a total of 18 loanc with an iiverogo ci«o 

of V'ùZ 2,700 t-iuj. volent.,  Inpayment pori odo varine! from 1 to 3 ycaro 

and intercot ratee from ß to M percent p.a.      ])uo to lad: of funcin 

there hau been no further lending activity for the punt 8 moivthn. 

The average interest npread to FAD hna toen 2 percent, uhi oh iß 

insufficient to cover conte.    Twenty pcroont of tho Ioana have been 

in arrears and in need of rescheduling.    The penoral policy hau boen 
not to require guarantcec. 

FBI) hau a plan to create a nervico unit to provide technical 

acrûctanoe to borrowers.    Help will bo given in teaching techniques 

of production,  flàmini tirati on and commerci al i zat i on,  intombi 

organization and accounting and techniques related to credit.    Por 

thir; service, PBD iß considering charging a coirai BBì on of 1 percent 
flat on all Ioana. 

With ita limited reßourooc, both in respect to finance and 

poraonnel, FJJJ) can only operate on a very email scale.    It in in 

continuoua need of soft loans and grants.    Bocnuae of its eocial 

orientation, however,  it has been recommended by tho Corporación 

Andina de Fomento (CAF) ao an organisation that could be expanded 
to play a more important role in lending to SSI. 

A. CONCLUSIONS Aim jWCOi^EnPATTOjg 

For Bolivia, SSI ìB of major importance as a source of employment, 

a means to promote industrialisation, and an opportunity for the 

formation of skilled labour and experienced entrepreneur» and manage•. 

In addition, the promotion of SSI could complement ongoing Programmen 

for developing rural area3 and improving tho economic conditions of 

tho urban poor.    In concluuion, Bolivia muct develop a modem and 

healthy SSI oector as a basio for tho uuccecsful economic and Bound 
nocini development of the country» 

Decpite tho apparent profitability of mont SSI, the ponoibllitioD 

for further growth and rnodcrnisntio» are limited under existing 

conditions    The miorcion therefore recommendu that tl»e Government 

• • 
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rrovJdc specif jr.- fiscal incentiven and financial Mid tonimi cul aus^ntanca 

to fiîil in order to improve tho quality oí' manigcwnt and the officionoy 

of operations.    Such efforts inur.t be eonpieinented by a more positive 

attitude on tho part of tho Government towardu the anal!, entrepreneur, 

who ut pror.cnt fnolo alienated from public institutions. 

In order to achieve tho above-mentioned goals, the mi union off ore 

the following suggestionar 

4.1 jjECpWftjn)¿Tig;s IïEOARMHO JE?KAi.cg 

The few existing credit faci litios dealing with Î5SI are oortly 

and rostrictivo.    The relatively high cost of credit to SSI io of lena 

concern to the entrepreneurs than aro the short maturiti en,  excessive 

collator?! requirements,  and complicated and lengthy application 

procedure.    Considering the fact that Rwall-scalc industrialists are 

largely unaware of the benefits to bo gained from credit utilisation 

And that project preparation io a major problem for them,  it is apparent 

that technical assistance is needed along with financial  assintpnee. 

SSI's past experience in receiving a relatively minor allocation of 

loans from FP.I resources and in obtaining little assistance from commercial 

and specialised banko loads the mission to propose a package of moasuros 

for a new line of credit especially for SSI.    Thia package includes the 
following throe complementary measures: 

a) Creation of a special credit lino for SSI 

b) Croat i on of a guarantee fund 

c) IVovicion of special asoistanco for the preparation of 

credit application and application»» for Government incentives. 

a)     Creation of a nnooinl line cf credit for S5Ï 

The proposed line of credit should cover both fixed investment and 

permanent working capital,    Tho mission estimates that 80 porcont of tho 

total futuro financial requirements of SSI can be covered by 

¡Internal cash generation and by other credit facilities prooontly 

available to SSI.    As described in Section 2.3,  investment by S3I for 

replacement and expansion of fixed asseto io predicted to bo about 
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USS 20 milJion t.nnufúly.    T)ie need for a new rourou of financing, 

oonnMrvatively estimated at 20 percent of the total requirement,   is 

tho-efori! USÎ 4 million per year.    Assumine thut the entire credit in • 

to bo dip-burr.^ over a J-yenr period and nube«questiy revolved,  tho 

total amount  of now financing required would bs roughly UC$ 20 million. 

•    Tho needs for permanent working carila), arc estimated ac follows: 

Annual sales of SSI aro in the order of ,U3£ 300 million equivalent 

(see Tabic 4 of Statistical tor* 7).    AnKiuning that the working capital 

requires!, i e equivalent to about two ir-onths»   palbBf  or UBS î>0 million 

equivalent, and that the need for a new Bouree of funde amount o to one- 

fifth of thin amount, then a cum of about ltt£ 10 million «hould be 

earmarked for permanent working capitili. 

It ia therefore recommended that the total amount of a new lino of 

orcdit for SSI be fixed at about USS 30 million.    Bas*.! upen the mission» E 

ob nervati one,  the organization beet equipped to administer such a npoeial 

line cf credit, includine appraical and fiupcrv.ir.5on,  is the Government- 

owned Banco del Estado (BÄHEST).    AB described in Section 3.4.1.3, this 

choice is based upon JUKESTA'a past experience and demonstrated capability. 

Lens desirable alternatives could be the Corporación Boliviano de Fomento 

or the Central. Bank utilising,  in the case of the latter, the entire 
commercial banking uystem. 

b)      Creation of a fwarantee fund,  along tho lines of the system that is 

being orean!aed by the Central Bank with USAIT) support,  in order to reduce 

the risk factor.    In the opinion of the mission, this ie a sound programme 

filling a very important need to make credit facilities available to 

oompanier. or persons that lack .sufficient collateral. 

In ito presently proposed pilot project form, the Central Bank'a 

credit guarantee programme will be limited to special type« of SSI in rural 

areas.    In the mission's experience, however, most SSI aro locatod in 

urban area* and will therefore be exceed from the guarantee nohemo.    By 

increasing the financial support to the guarantee fund, the coverage 

could be extended so that all cub-coctors of SSI in all locations would 

benefit from easier collateral arrangements.    The Central Bank and USAIT) 

have pledpod to eupport tho guarantee fund to tho extent of US3 3.75 million. 
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Tho mi ocien proposes thai; initially lìùv amount bo doubl od through 

parlicipition by other institution.:; DO tint loans to ft mibüíunti.il 

number of urban ÍJfJl could bo covered in tho pilot programme, 

c)     ll,Í2XLr:i^J!Í^il!í::2-!i.ÍJ^ for th<! preparation of erodit 
application« and appi i cat i our. for fi real incon liver;.    In the opinion of 

tho ni orden,  thio ao»iot:\nco should come fro;a ;:,n institution outoido tho 

tanking intern, thun r.eparating tho cor.t of euch aj¿oiRtanco from tho 

cont of money.    These sondeen chovld be froo of chirlo or fit meut carry 

n nominal fco»    Tho Govemr.cnt chould be encouraged to absorb a portion 

of the coot as promotional asrdstance to SHI, 

The existing organi nation which,  in the opinion of the minsion, would 

be beet prepared to provide this type of asoi»tanae ia IliBOPIA.    INBOPIA 

is an autonomous public oector entity, .whose mandate even now io the 

providing of technical assistance pro^raF.mes aimed at incrnr.«3ing 

productivity of S3I»      There would be an advantage in terms 

Of objectivity in having a neutral agency ouch as INBOJ'IA ¿.Rsint 

in preparing credit applications,  which would then be acted upon by 

the institution or institution administering the credito. 

RDSOi^rynVflONS SaSAPTVnri. TOttHCAb ASSI3TANÜB 

In addition to assistance to SSI in preparing credit and 

incentive applications, tho need for technical aosistance in matters 

Of accounting, financial management, and commercialisation was amply 

documented in the course of the mission's interviews with 94 companies. 

An initial num of at least US$ 500,000 (equivalent to 10 man/years) 

is suggested for a tochnical assistance fund aimed at alleviating 

»omo of the problems caused by lack of basic burincus knowledge. 

Once again, INBOPIA is considered by the roic¡don as the moat 

appropriate institution, which, after a thorough review and possible 

revision of its present policiers,  organization and ntaffing,  could 

channel tochnical acuistancc and extension services to SSI.    Thio 

technical ostictanco uhould concentrate on •'ho following arcasi 

i)      Informing SSI of incentives and sources of financial and 

technical anointance. 

ii)      Preparing appi i dot ione for crodit and/or Covemmont fincal incenti veo. 

i  M> 
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iii)      IYoviding extension servicer.,  especially in the fields of 

financial mairi cement (prôner.'!.!,  cost and ca:¡h accounting), 

ìttdustrial m:¿jr.„gei:iont (product Uc-üifcn,   quality control, 

materials balance and flow,  production techniques,  industrial 

safety and plant maintenance und repair), and operational 

management (procurement,  commerciali nation, and market research)» 

iv)      Identifying investment projects and preparing market and 

feasibility studien. 

It ic obvious that Government financial support to I1P1CPIA chould 

be substantially increased before thie institution can be entrusted 

with carrying out an effestivo teclinical assistance programme» 

International assistance to provide foreign expertise,  train j>ro?eccional 

staff, and supply equipment to IIîiïOPIA would also be desirable. 

Alternatively, technical assistance could be administered by the 

Banco del Estado, in conjunction with adminiutorine a lending programme, 

although probably not without come significant restructuring of that 

organization.    It could also be administored by the Central Bank, 

utilizing the came facilities as exist within the new lending programmo 

for agribusiness: and artisanry.    The Bolivian Devclopmont Foundation 

already has plans for a business advisory assistance programme on a 

limited scale, and this could be expanded»    Such assistance oould also 

be administered by cr through the semi-autonomous region-il development 

corporations,  such as C0RD3PAZ and CORDECO«    Those organizations are 

already giving financial and technical assistance to small farmers and, 

at least as expressed by COKDSPAZ, would welcome tho opportunity to extend 

this aid to small businesses in rural areas« 

The mission advocates tho creation of independent management ocntors, 

similar to those existing in other Latin American countries«   These 

centers could bo established with Government grants in the beginning 

and could later cover a major part of their operating costs through 

training fots«    For SSI entrepreneurs, training foes could bo nominal« 

Seminars for SSI chould be carefully dosigned to covor basic knowledge 

of management, administration, production techniques, and commercialisation« 

They should have a practical orientation in order to complement the 

accumulated experience of small industrialists« 

I 
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4-3 RHfîOrv'RKDATTOIÎS KíWMWTra VHT3 IffiiAL AITI) AIKIWISTRATIVR Fi.V.l'.I'îUOKK 

In ordor further to strengthen BDI,  the natter of official i*>licy 

should be rovi owed, mid legislation amended»    In particular, the mission 

recommends the following: 

ft)      Prcp'tTiiir; a doveloyjtfr&nt jl^n.for J3SI, in which policicoj 

strategies und target o aro clearly defined.    The impact on Í5SI of 

large project« in the industrial «ector as well P.H in other sectors 

of the economy,  such m; agriculture,  education, health and transport, 

ehould be considered for determining priority activities for SSI, 

Programmes euch as the one linked to the automotive industry of tho 

Andean Group will creato a number of possibilities: to provide components 

and services through SSI.    International organisations ehould be in a 

position .to ausist in preparing such plane. 

b)     Improvôn^ oxiatin^^^gisjtation through tho amendment of existing 

investment incentives or the issuance of a special law for SSI»    New 

legislation should cover existing as well as now enterprises,    Tho 

incentives that are tho most urgently needed and which should bo 

readily attainable aro: 

i)     Exemption of customs duties on imported equipment and 

raw materials« 

ii)     Income tax reductionr in case of reinvestment of profit, 

either in the same company that generated the profit or 

in othor existing or now enterprises* 

iii)     Export incentivos« 

Regulations concerning the availability of financial and technical 

assistance should be included in this legislation« 
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1, Kruployocc v.'Uli fixed working Jiourr» 
and recular inoomo 

2. Under-employed pornoms vrith irregular 
v/orlrin;; hours and f 1 uotu.iting rol«-lively 
low Annoino 

3»    Inrîopcndnnt ProfoRsioinlB with relatively 
hitfh incorno (lawyorn,  doctors, etc) 

4»    Unanploj'c'J 

Poraona («OOP)   _3hara In Total (ft) 

419.5 

236.4 

45.6 

60.6 

TOTAL URB-.li LABOUR FOHCB 762.7 

Source»    national Inotituto of Statistics, «Invoctigation on 
Employmentt September 1977," a sample Gurvey    in 
4» ICO hoaceîioldî,. 

gABLB P;     URMW EKPLOyMIfflT UY B^VOl? 

55 

31 

ó 

8 

100 

Profoeoiojrús 

Urban \tnemployment and 
«ndor-empi oyment 

mst 121? am 
* 

6.0 6.0 6*0 

39.0 39.0 39*0 

,  1226 
('000 persons) 
based on 197 5 
distribution 

305.0 

Urban Employment 

Mining and Petroleum 

Manufacturing 

Civil Construction 

Energy, Trancport and 
Communicitionc 

Commerce 

SorvicoB 

TOTAL UHBAN LADOUH FORCE 

6,0 5*8 5.5 45.8 
12.7 12.5 12.4 103*0 

J.9 4.2 5.5 45.8 

6.1 5.9 5.5 45*8 
10,1 9.9 9*4 78.5 
16.2 16.7 16.7 

100.0 

138.8 

100,0 100.0' 762.7 

Souroot 

1. "Plan do Desarrollo Economico y Social 1976-1980", Volume 1,  pp. 129-130. 

2. Winiotiy of Labour,  "Bctadictici Laboral 1970-1975«,  pp. VIH and Tabico 
12 and <|0. 

3. T-llfUiion eiiliw.-ito!j bnnod on tlie September 1977 invostir-ition on urbin employ- 
went, colutine labour otalinticn, und recent data on tho urban labour forco, 



BOLIVIA:        B4PMWM3HT ACCOKDIBG TO 8IZB OP IKWISTfïiAL EBTEHPRinE 

Covorament 
Institution 
Reporting Artirin ry Staall-f .cale 

Medium and 
'Largo Scalo 

Total 
Employees 

Wo» * Ko. * Ko. * Ko«             i 

Social Security 1,950 7.« 7,956 31.0 15.75Ö 61.4 25,662   100.0 

Ministry of Labour 1,181 5.7 4,702 2?. 7 14,831 71.6 20,713    100.0 

IXBOPXA 111,249 66.6 25,729 15*4 30,176 16.0 167,154  100.0 

Kiniotry of 
Planning and 
Coordination 39,577 28.8 

»mal! 

TT 
and vu »di un topethor 

¿O. 
¡"oTÓ* 71.2 137,187   100.0 

Sources    Information oollcotoA %y the ttiasion during visits to the following 
institution«: 

1, ßocial Security:   Computer print-out prepared upon roquoat of the 
•dsoion. 

2, Kiniotry of Labour:    Computer print-out showing; employ«*1"** enterprise, 
location and induntrial aotivity. 

3, INBOPIA:    Unpubliuhed roport determining parameter© for u work 
programme» 

4«     Ministry of Planning and Coordination«    »1978 Progrooo Roport on tKo 
Pive Yoar Plan for Economic and Social Devclopmont 1976-1980," page 5, 

•unpublished draft. 
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WAl'lflTJW.l. IWOIMTIOH 0?! foïTliUPRÏWïi VJSITÎTO KWFHRViJÌ 1977 

<ÂU .HBCOIBMSD OH QUE3TI0IM7áIi2B3) " 

la Piw 

CoohaY>ti<jibr* 

Sia* Cru« 

Tarija 

Oniro 

Suore 

Potoni 

t  total 

TABÏJÎ 1: 1.0C/ÌTTM OP KHTO!ïï'niSi:î'> 
T"t~-"t~T *-»Hi i »•   i -* - m m    **i ra~    im   ru iM^nw»   — m     » wf 

fànm it WJHBRR OF rame 

5 
4 

T9 

pgRCTarr 

48 

a 
11 
f 
t 
5 
3 

100 

JADIJ: 2|A0B OF EIîTSKPRISES 

l' 

AOB JN YÄAIW WHBER Or Flir^S flMK 
0-Ì IT ti 

Î-5 10 •u 
5-10 12 V> 

10-20 .   1* to 
Nor« than 20 • •4 w 

total If 100 

.  «• 

Avornß© affai   19 yean 



UE f. llfMHVAì.WP NJIW.H (W PÏW43 

Hi» to 10,000 M 
Up io PO,000 13 
Up to /ÌO.OOO 16 
Up to 60,000 9 
Üp to 80,000 9 
Vp to 100,000 *T 

»otiti 75» 

20- 

17 
80 
11 
11 
21 

100 

Average Jnvoetmeñi in Maohinory and equipmeni US Z 44,000 

man* At BIBB An icTB&mrEi) BY mmi SALT« (1976) 

22.0 

»5.3 

17.7 
I?./ 
6.9 
5,0 

1.3 
. 1.3 

79 '. 100,0 

Avoraco annual ßulttt V3| 168,000 

1/    Ono company shut down for the entire ywr ino io fir*. 

.    MIWHBR 0? WRM? 

Up to 50,000 16 
50,000 to 100,000 to 
100,000 to 200,000 M 
200,000 to ^00,000  » 14 
400,000 to 600,000 T 
600,000 to 600,000 A 
600,000 to 1,000,000 

I.A. 
1 

/ 



J€¿Jí/.0:LJJ-íJ1íí Vi.^U-J^l'i^iiiìiiiil:^ jLiXlJIiJl* jJ ií¿J L-12?iLAií'.1'I?Uü|jL'i. 

Y1CIWKI3BS 

5 through 10 
11 thx-ou^i Vj 
16 tlirouch 20 

21 through 25 
26 und »ore 

fötal 

20 

le 
9 

M 

19 

18 
15 
11 

|     31, 

100 

Average nimber of workero per flint   81 

\l Exoluding owner. 

~;. .ifflmf gi wraor ¡monna?? 

... . MUHEBH OF OPlOTffS 

Administrativo and Clarion! 116', 

Skilled workero 478 
»   Bomi-pkillcd workers 631 

.   Kon-skillcd violen 41} 

total 1,636 

IWOT!» 

? 
t? 
39 

«5 

100 

! i 

Average acaotu per employeoi VB I 6,700 

Avoms« fixed investment in »aohincry ani Ü8 $ 2,100 
equipment per employee« 
Avorago Balee per employee! 08 $ 8,930 

y 



2!$ '• 'iL'/ íJi'Xi.'ü. lili ,1 ! ÍPÜJ.:Ti'.r.y : JUi!JlL¥J2I 

WM'HRlf OP WPaîJ 

Pood prooGuuínn 12 

Leather and leívthor producta lì 

Hood arid. wood producta 12 

Textilcn and wearing tipparol 14 

Metal producta 13 
Building materials 6 

Others 10 

...ÖSäSEKl 

Total 7ß 

TABï,B 8t Ammi. HALT» BY iNDtJSTnm ACTIVITY (1976) - 

«3 * 000 

Food processing 3tT7S 

Iioaihor and Inatbor 
produci0 

2,101 

Mood and wood produci« 1.5*? 

Textiles and wearing 
apparai 

»,494 

Koial products 1,084 

Building materials 1,336 

Others •8,333 

Total M, «53 y 

.  15.4 

14*1 

I5.4' 
10.0 

16.6 , 

7.Î 
12.8 • 

100.0 
t 

nkm^lL 
• 

"v.- 1 
'     ! 

• gnKssNT 
i 

t$.8 

14.4 • 

,, .•• 

10.4 
I7.O 

t.4 
M 

15.9 
100.0 

l/ Based on data fyom 7O fi ma* 
2/ Includes oxports, mainly leather producto, wearing apparel, and 

handicrafts, for a value of approximately U3 $ 405,200 equivalent 
(2*8 per cent of total »alee») 

y 

%\ 
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g s Tï 
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115 
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')i' !.-,',,  t, ,i /.('• r H;'.¡ ...I,,':'<'.! ON 

w 

ExoftouAvo. competition frewt lur^o 
indur;iricu tvrj/or artinane 

Xmoti'fjoicnt (Uvmtind 

Competition from contrutuuvl 

Exoen.'sive dov?»~tim3 du« io 
•xoor.fiivi? product divernlfication 

Low quality of product  und deoign 

»WW«« OP FJBK3 »«»«» «ni im^.«»» 

6 

24 
6 
e 

PWìCEHT 

18 
6 
2 

Insufficient cupply 

EXOQOOivO   COfct 

Law quality    • 

Frequent breakdowns 

Production "bottlenecks 

Inability to operate machinery 

6 
y 
5 

5 
»5 
3 

0 

S 

4 

4 
It 

nVMCÏIJ, PROBLEMS 

v High production cost 

Lack of working capital 
t 

t? 

Unreliability wid lot*, 
productivity 

Lacle of skilled labour 
« 

High transportation ooot» 

Lack of transport facilities 

torn vxnmm OF EXPLANATIONS 

5 

9 
s 

tao 

t 

f 

4 
t 

100 

•J" 



w^B^m 

'SSM Jill Jffi0Jî3«2aJ33^ ' ' 

. *ooj> wtoc^snra 

txhtam + UMS« PRODUIS 

WOOD + woo» pRowiera 

«XTÏltf S +  MSARIRQ APPARA 

NKYAL » .PJX&BGÏS 

HUIUmiO KMBRIALS 

WÎ1EJÎ3 

» 

.TOTAL 

V 

WfBICIH KXCHAHOB 

, • , • 

MUMHBR 
OP FlXIáO 

• PKROKirr OF1 

lorn >rrx¡¡a> 
pjOWPK jwvRar«3?u!P ojRioif jwni^riw 

* 2,245.00 1,025.0 21.3 

10 1»615.00 1,331.0 15.3 

* 869.90 660.2 8.3 

18  ¿V, *,212.00 2,122.80 21.0 

11 t,3Y2,50 1,011.5 22.6' 

» T15.00 *?$.3 6.a 

T 499.30 362.8 

8,689.3 

4,2     ' 

II 10,Î>2?//0 100.0 

• 

5i667.70 
• 55,0 

•• 

•••• •. 

.•** 

y. 

•A 
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