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Country: Bolivia
Social and Economic Background of Bolivia

According to the World Bank, in 2003, Bolivia had a population of 8.81 million people, 57.3% of whom were between the ages of 15 and 64. 14.4% of Bolivia’s population lived on under $1 per day and 34.3% lived on under $2 per day in 1999 based on the World Bank World Development Indicators. The 2003 PPP adjusted GDP per capita in terms of current international dollars was $2587, a 3.6% increase from $2496 in 2002. According to the International Labor Organization (ILO), Bolivia had an unemployment rate of 5.5% in 2002.  ILO reports that in 1997, small or micro-enterprises accounted for 52.7% of the employed population.  According to the IMF, from 2003 to 2004, the remittances Bolivia received amounted to $94.59 million. According to the UN, the GINI coefficient for Bolivia in 2001 was 0.45. The World Bank and OECD estimate that Bolivia’s M2/GDP ratio was 0.41 in 2003. In 2003, Bolivia had received $166.84 million FDI net inflow and $930 million in foreign aid and development assistance according to the IMF and OECD.  
The currency of Bolivia is the Boliviano (BOB). The central bank of Bolivia operates a crawling-peg exchange-rate regime, through daily foreign-exchange auctions. The average exchange rate was BOB7.17:US$1 in 2002, BOB7.66:US$1 in 2003 and BOB7.94:US$1 in 2004, according to the Economist Intelligence Unit (EIU). 

Bolivia will participate in the World Bank and IMF’s Financial Sector Assessment Program (FSAP).
Doing Business in Bolivia

The World Bank uses several indicators to assess the business environment of a country. In Bolivia, entrepreneurs are required to go through 15 steps to launch a business, at a cost of 173.9% of GNI per capita in 2004. Registering property requires also 7 steps. It costs 51% of GNI per capita to create collaterals. Bolivia scores 2 on a scale from 0 to 7 on the Disclosure Index.  The Disclosure Index  measures government protection of private business owners and investors.  

In Bolivia, credit information is collected and made available by the Central de Información de Riesgo crediticio (CIRC) supervised by the Superintendence of Banks and Financial Institutions. Public credit registry covers 96 borrowers per 1000 adults. There is no private bureau coverage. In terms of the World Bank’s Credit Information Index rating, Bolivia scores 4 on a scale of 0 to 6.  

Regulatory and Legal Environment of Bolivia

According to the World Bank, it takes 45 procedures and 591 days from the time a plaintiff files a lawsuit to when they are actually compensated. The cost of enforcing contracts in terms of legal and court fees reaches 10.6% of debt value. Filing bankruptcy takes about 1.8 years with a cost of 18% of estate value. The recovery rate for creditors in Bolivia is $0.33 per USD.  

According to the Microenterprise Best Practice Project Report (MBPP) by Development Alternatives, Inc., there are three types of financial institutions in Bolivia: commercial banks, private financial funds, and credit unions (including cooperatives). All financial institutions are supervised by Bolivia’s Superintendent of Banks and Financial Entities (SBEF), which also administers the registration of all financial institutions. SBEF created private financial funds (PFF) to serve the microfinance sector.   At present, it is the largest form of MFI. 

According to CGAP and MBPP, all financial institutions are allowed to participate in microfinance activities. There is no limitation on the size of a financial institution’s microcredit portfolios.  

MBPP states that in the Bolivian financial system, there is no special set of laws covering microfinance. Rather, financial regulations cover all types of institutions and activities.
Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Bolivia

According to the MBPP, there are 13 commercial financial institutions in Bolivia, 6 of which provide microcredit services. BancoSol is the only commercial bank that exclusively serves the microfinance sector. It serves more than 85,072 clients and provides an array of services. The other 5 commercial banks that are involved in microcredit are Union, Santander, Boliviano-Americano, Economico, and Nacional. They are mostly involved in micro and small-scale microcredit activities. 

There were 207 credit unions in Bolivia as of May 31, 2000 based on the MBPP Report; 140 of those credit unions were open cooperatives; and 60 had solicited a license for operation from the SBEF, but only 19 managed to obtain one. According to the World Council of Credit Unions, credit unions serve 84,812 clients in Bolivia, with a penetration rate of 1.69%. Total savings in credit unions are $44,814,569 and loans are $38,735,549. Credit unions hold reserves of $7,108,608. Their assets total $55,872,274. 

According to CGAP and MBPP, there are 21 NGOs and 7 PFFs that provide microfinance services in Bolivia. PlaNet Finance reports that DIACONIA and CRECER are operationally and financially self-sufficient. According to the MBPP, except for a few NGOs such as PROMUJER and IDEPRO, NGOs have concentrated operations in rural areas. 

The urban microfinance sector is dominated by formal financial institutions, such as PFFs, licensed credit unions, and commercial banks. CGAP reports that PFFs, BancoSol, and NGOs served a total of 412,164 clients in 1999, 65% of whom, or about 266,486 clients, were in urban areas. Similar to credit unions, PFFs are not allowed to receive deposits in checking accounts, to issue credit cards, to engage in international trade, or to run trust operations. They can provide loans, savings, voluntary savings insurance, and fund transfer services. 

There are two major microfinance associations in Bolivia. According to the MBPP, one is FinRural or Association of Financial Institutions for Rural Development. It was founded in September 1993 as a non-profit organization. Its members include 13 largest NGOs, BancoSol, and some PFFs. It serves 412,164 active clients. According to the Association of Financial Entities Specialized in Microfinance (ASOFIN), ASOFIN is a major microfinance institution. It was founded in 1999. At present, it has 7 financial institutions as active members: one is a bank, five are PFFs, and one is a foundation in the process of requesting authorization from SBEF.

Activities of Bolivia’s National Committee

Bolivia’s National Committee was formed in March 2005 and was integrated by 4 government institutions: the Ministry of Foreign Affairs, Ministry of Finance, Ministry of Sustainable Development and FONDESIF (Fund for the Financial Sector Development and Support to the Productive Sector).  In order to involve other organizations in National Committee activities, Bolivia will work on the coordinating activities with private enterprises, non-financial organizations and MFIs.  It will also participate in the microenterprise forum of the International Development Bank.

Bolivia’s National Committee is making an effort to raise public awareness about the importance and operation of microfinance. It is organizing workshops directed at university students and professional associations (boards), and discussion panels with the participation of representatives from microfinance institutions and micro-entrepreneurships. Bolivia is also planning to hold an international conference on the “creation of inclusive financial sectors for low income people”.

Bolivia’s National Committee training strategy is based on the exchange of MFI experiences through a convention in which each institution presents ideas on optimizing microcredit services, as well as promoting meetings among same sector MFIs clients.

Bolivia is not involved in the Global Microentrepreneurship Award (GMA) program in 2005.
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