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1. POVERTY PROFILE

1. INTRODUCTION

1.1 Bolivia has achieved economic stability and moderate economic growth in recent
years. Inflation, which averaged about 16 percent in the period 1987-92, was reduced to
single digit levels in 1993 and 1994, but increased to about 12.5 percent in 1995. Gross
Domestic Product (GDP) has grown at an average rate of about 3.5 percent per year
during the period 1987-93 and by 4.2 percent in 1994 and about 3.5 percent in 1995.
Nevertheless, Bolivia remains one of the poorest countries in Latin America as measured
by most economic or social indicators. Furthermore, there are few signs that poverty is
attenuating.

1.2 As is examined in this paper, growth is an integral part of a poverty alleviation
strategy. However, poverty in Bolivia has other structural elements-that is, there are
large gaps between urban and rural areas, and between the indigenous and non-
indigenous populations. An examination of a detailed profile of the poor, vis-a-vis the
non-poor, is essential to understanding why they are poor. Therefore, this paper provides
a description of poverty in an attempt to establish links between poverty and its numerous
determinants as well as its many facets-for instance, inadequate access to social
services. In particular, efforts are made to highlight the gender and indigenous issues.

II. OVERVIEW

1.3 Information on poverty in Bolivia is scarce, as most of the existing data is partial
and covers primarily urban areas. To construct an overall picture of poverty requires
pulling disjointed pieces together and some parts come out clearer than others. For
instance, the overall incidence of poverty in urban areas has been relatively well-
documented compared to the incidence of rural poverty. Urban poverty is widespread,
affecting more than 60 percent of the urban population, or more than half of urban
households (see table 1-1). Although it is known that most people in rural areas live in
even worse conditions, income-based information to describe the incidence of rural
poverty is at best fragmented and scarce. According to UDAPSO (1995), about 69
percent of rural households in the department of Cochabamba (about 80 percent of the
population) were living in poverty in 1991. Application of the poverty line approach to
the limited household survey carried out in selected rural areas indicates that more than
85 percent of the rural population lives in poverty.

This Background Paper draws on UDAPSO (1995) "Bolivia: 1995 Poverty Profile", a paper prepared
for this report, with additional contributions by Deborah Bateman and Haeduck Lee.
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1.4 Due to these data limitations, the evolution of poverty has only been studied in
urban areas and the available studies provide only an indicative picture. Following the
stabilization and adjustment of 1986, the economy has recovered from a deep recession
and growth has ensued. However, a study covering the period 1986-89 points to a
worsening of poverty.' This study found that during 1989-93 poverty did not improve-
rather, the poverty rate has increased from 60.1 percent to 61.6 percent.

Table 1-1; Trends in Poverty, 1986 to 1995
Unit of

Source Area Analysis 1986 1989 1990 1991 1992 1993 1995
Extreme Poverty Rate
Poverty, Equity, and Urban Individual -- 28.1 -- -- -- 29.3 --
Income Study (WB) Household -- 21.8 -- -- -- 22.4 --

Rural Individual -- -- -- 79.1
Household -- -- -- -- -- -- 72.7

UDAPSO Urban Household -- -- -- -- 23.1 -- --
Rural Household -- -- -- 58.6 -- -- --

Psacharopoulos, et al. Urban Individual 22.3 23.2 -- -- -- -- --

Poverty Rate
Poverty, Equity, and Urban Individual -- 60.1 -- -- -- 61.6 --
Income Study (WB) Household -- 51.6 -- -- -- 52.6 --

Rural Individual -- -- -- -- -- -- 87.7
Household -- -- -- -- -- -- 82.4

UDAPSO Urban Household -- 52.9 55.2 -- 53.3 -- --
Rural Household -- -- -- 68.8 -- -- --

Psacharopoulos, et al. Urban Individual 51.5 54.0 -- -- -- -- --
Source: Staff calculations for this report, UDAPSO (1995), Psacharopoulos, Morley, Fiszbein, Lee, and Wood (1992).

1.5 Moreover, poverty continues to worsen for some subgroups of the population-in
particular the poorest of the poor. This is a reminder that growth is a necessary, but not a
sufficient condition for poverty reduction. As the past strategy has not been sufficient, it
is important to identify other policy instruments and appropriate areas of government
intervention to accelerate poverty reduction. This paper attempts to provide a foundation
for making these decisions by answering the following questions: (i) What is the extent of
poverty in Bolivia? (ii) Who are the poor and what are their characteristics? and (iii)
What are the determinants of poverty?

III. POVERTY MEASUREMENT

1.6 Poverty is generally analyzed using the poverty line approach. Typically, this
methodology involves: (i) measuring an individual's welfare; (ii) defining an appropriate
yardstick to determine who is poor; and (iii) measuring the overall incidence of poverty.

This result should be taken with caution as the data sets for 1986 and 1989 are not strictly comparable. Specifically,
the 1986 data is drawn from the permanent household survey (Encuesta Permanente de Hogares), and covered only
four cities: La Paz, Cochabamba, Oruro, and Santa Cruz. The 1989 survey was extended to seventeen urban centers
with 10,000 or more inhabitants in eight departments. In both cases, the poverty line is not based on the monetary
value of the basic food basket, but instead defined as a puchasing power parity (PPP) of US$60 per month per
person. See Psacharopoulos (1992).
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Once the poor are identified, the analysis describes in detail the characteristics of those
belonging to the different poverty groups. In this paper, consumption has been be used to
represent an individual's welfare, hence poverty. To determine if individuals are poor,
their consumption has been compared to a poverty line based on the basic consumption
level of a food basket. Poverty, as such, is measured using a family of poverty indexes
known as the Foster-Greer-Thorbecke (FGT) indexes to quantify the incidence, depth and
severity of poverty (see appendix 1-1).

1.7 It is also possible to measure poverty using the Unsatisfied Basic Needs Index
(NBI). This methodology is based on the availability of and access to certain essential
services-housing, sanitation, education, and health-each of which is adjusted for an
adequate quality.

Welfare Measurement-Beyond Income to Consumption

1.8 To measure an individual's well-being-that is, poverty-consumption has been
chosen over reported income for a number of reasons. An individual's welfare depends
upon his or her level of income (defined comprehensively), which in turn determines the
amount of resources he or she can mobilize for consumption activities on a sustainable
basis. An appropriate income concept is "permanent income," or the component of
income not subject to transitory fluctuations. Unfortunately, however, permanent income
is not empirically observable. Furthermore, empirical research supports the proposition
that consumption is a better indicator of permanent income than reported income.

1.9 Typically, the recall period for income in a household survey is the period one
month prior to the survey date. This may not pose problems for those with stable income
streams (for instance, white-collar employees), but may pose problems for groups with
fluctuating incomes (for instance, blue-collar workers or the self-employed). On the
other hand, consumption behavior is generally more stable during the survey period.
Moreover, the design of the survey allows for designing recall periods for different
categories of consumption to coincide with typical consumption behavior planning
horizons. For instance, recall periods are allowed to vary from one month for certain
perishable or non-durable goods to one year for the purchase of certain consumer
durables. Hence, the use of consumption potentially achieves more stability and accuracy
in the measurement of welfare. Especially in rural areas, the use of consumption data
allows for a more complete accounting of the comprehensive income concept. As rural
participation in the labor force is more limited than urban participation, the reported
income derived from such participation would likely underestimate their potential

2 In housing, the building materials are the key determinants of quality (that is, whether acceptable materials for
floors, walls and roofs are used). In sanitation services, the standards for access to water is from pipes (urban) or
from wells (rural) and for sewerage, the minimum standards are connection to the municipal sewerage system
(urban) and to have a latrine (rural). Access to electricity is also a minimum standard and cooking fuel must be
either natural gas or electricity. In education, there are minimal attendance standards for youngsters and different
adult age categories. In health, the basic standard is access to a formal health establishment.
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resources. On the other hand, consumption gives a fairly accurate picture of resource
balances which determine welfare. Moreover, augmentation of consumption by auto-
consumption allows for a further enhancement to fully account for the comprehensive
income concept (see appendix 1-1).

Data Sources

1.10 The Encuesta Integrada de Hogares (EIH) provides the data for urban areas; there
have been some limited household surveys for rural areas. Therefore, the overall picture
of poverty at the national level can only be pieced together from these incomplete sources
of data-the related findings therefore should be viewed with caution.

Urban Integrated Household Survey

1.11 The Inst it uto Nacional de Table 1-2: Samples for 1989 and 1993
Estadisticas (INE) began carrying out Urban Household Surveys
household surveys in the late 1970s with Represented
a labor force survey known as the Year Households Individuals Population
Encuesta Permanente de Hogares 1989 7,624 37,287 2.4 million
(EPH). This survey was administered in 1 1993 4,297 19,769 3.1 million
tEH cTra asu cities of La rs , Source: Integrated Household Survey 1989 and 1993.the central axis cities Of La Paz,,
Cochabamba, Oruro and Santa Cruz, and was later absorbed and consolidated into the
multipurpose EIH in 1989. Between 1989 and 1993, INE carried out six rounds of the
EIH, surveying households in the provincial capital cities in eight departments and in the
urban centers with populations of 20,000 and above. The sample sizes of the two
surveys-1989 and 1993-analyzed in this study are provided in table 1-2.

1.12 The EIH contains a core
module, which includes Table 1-3: Distribution of

Family Consumption Expenditures, 1989, 1993, and 1995
sociodemographic, education and Per Capita Consumption Quintile
employment sections, and other 1 2 3 4 5 Overall
modules to capture indicators on 1989 Urban 100 100 100 100 100 100
health, maternal health, housing, Food 55 54 51 46 37 48

. . I Non-food ~~45 46 49 54 63 52access to public infrastructure, and Non-food45 649 4 63 2
1993 Urban 100 100 100 100 100 100

consumption. The consumption Food 54 52 49 45 38 46
module of the EIH solicits Non-food 46 48 51 55 62 54
household information on 1995 Rural 100 100 100 100 100 100
expenditures during a specified Food (purchased) 37 59 63 65 69 59
reference period. However, some Auto-consumption 35 16 13 12 8 16

Non-food 28 25 24 23 23 25
expenditure categories are ources: Bolivia: Integrated Household Survey 1989 and 1993, and
integrated in the other modules, Bolivia: 1995 Limited Rural Household Survey.
such as education and health. Overall, poorer households spent a larger share of their
total consumption on food than do the richer households (see table 1-3 and appendix 1-2,
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table 1-27). Other interesting consumption patterns for the different poverty groups in
1993 include the following:

(a) Housing is the second most important consumption item with an average
budget share of 17 percent, which increases slightly with income.

(b) Households at all income levels spend about equal income shares on
clothing.

(c) The poor spend a substantial share of their income (7.7 percent) on intra-
urban public transportation.

(d) Poor households spend less than non-poor households on education, health
care, inter-city transportation, and conununications.

(e) The budget share of electricity for the poor is higher than for the non-poor,
but there is no significant difference among budget shares allocated to
water.

1.13 Most troubling among these is the small budget share that poor households
allocate to education. However, this may partly stem from the inability of the poor to
send their children to private schools.

Limited Rural Household Survey

1.14 In this paper, rural poverty is mainly analyzed using the data based on the Limited
Rural Household Survey which was carried out in May to June, 1995. This survey was
limited to 497 rural households (1,709 individuals) in four departments: La Paz,
Cochabamba, Oruro, and Potosi. In spite of its limitations, this survey contain rich
sociodemographic information and allows for an analysis of consumption and other
poverty characteristics. This has been supplemented by an analysis of the 1991 Rural
Household Survey which was carried out in the department of Cochabamba.

Poverty Lines

1.15 The poverty lines used in this report have been derived using the basic food basket
approach which is linked to a minimum level of recommended nutritional contents.
Deriving such a poverty line involves three steps: (i) defining a basic food basket; (ii)
converting the basic food into extreme poverty lines; and (iii) adding non-food items to
obtain poverty lines. Additional work is required to determine the level of precision and
to account for regional variations of consumption habits and prices. The basic basket of
food recommended by the 1985 FAO/OMS/UNU report (prepared for the 1981
Consultative Meeting) serves as the basis for this study's poverty lines. This original
nornative list of food items was calibrated using the survey data to establish the actual
consumption patterns.



-6-
Background Paper No. I Poverty Profile

1.16 Urban Poverty Lines. The 1990 Family Budget Survey was used to estimate the
pattern of food consumption for each income group. The average caloric intakes
corresponding to the basic food basket for a typical poor person in La Paz was
determined to be 2,122 thousand calories (Kcal). Using information on the pattern of
consumption, the basic food basket for the poorer segments of the population was
converted into a nominal value using local food prices. The income required to purchase
this minimum food basket is considered to be the extreme poverty line (see table 1-4). In
urban areas, the extreme poverty lines are 73.0 Bs per person per month (1989) and 121
Bs per person per month (1993). As indicated, the regional variation of local food prices
can result in significantly different poverty lines at different places (see appendix 1-2,
table 1-26). For example, the extreme poverty line for La Paz is about 14 percent higher
than that for Santa Cruz.

1.17 Poverty lines were estimated by adding non-food consumption items to the
extreme poverty lines. For this study, food shares by households at different
consumption levels (Engel coefficient) were estimated using the information from the
1989 and 1993 EIH. In urban areas, the food budget shares of households in the poorest
consumption deciles ranged between 52 to 57 percent of total consumption. Therefore,
poverty lines were obtained by adding non-food items to the extreme poverty lines, which
is in line with a 55 percent food budget share.

Table 1-4: Poverty Lines and Average Per Capita Consumption, 1989 and 1995 *.

Extreme Poverty Line Average Per Capita Consumption
Poverty Line (current prices) (1995 prices) (current prices) (1995 prices)

Urban Areas
October 1989 73.0 132.7 270.9 (100) 167.0 341.7 (100)
August 1993 121.0 219.9 270.9 (100) 283.1 348.7 (102)

Rural Areas c
May 1995
World Bank 119.2 158.9 158.9 (59) 82.2 82.2 (24)
UDAPSO 72.3 96.4 96.4 (36) 82.2 82.2 (24)

Note: a. Sub-regional poverty line averages have been calculated using subregional sample shares as weights; b. Analysis of
the 1989 and 1993 EIH consumption data indicates that urban households in the lower three consumption deciles spend 52
to 57 percent of their income on food items. Therefore, an Engel coefficient of 0.55 was used to derive the urban poverty
lines. In rural areas, the food budget share among the poor is approximately 75 percent; c. The World Bank rural poverty
line uses the same food bundle as does the urban poverty line, but assumes a urban/rural price differential of 20 percent.
Lource:Bolivia: Integrated Household Survey 1989 and 1993, and Bolivia: 1995 Limited Rural Household Survey.

1.18 Rural Poverty Lines. The rural poverty line cited by UDAPSO (1995) is probably
the only one based on a basic food basket and likely has problems.3 To avoid similar

3 Complex procedures were used to calculate these poverty lines and probably result in poverty lines which seem
to considerably underestimate what might constitute a consistent poverty line. Complications were introduced as
the methodology estimates rural nutritional requirements by converting the average urban daily requirements
using a ruralurban family size adjustment factor based on 1992 census data from Cochabamba. The resulting
rural average daily caloric intake was estimated to be 2,045 Kcal per person per day. The composition and
structure of the rural food basket were estimated on the basis of nutritional data collected by INE's 1991-92 Food
Consumption Survey, for the department of La Paz. The resulting extreme poverty line was estimated to be 72.3
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problems, this paper uses a common food bundle for both urban and rural areas. In the
absence of reliable rural food price data, it is assumed that the price index of the basic
food basket for rural areas is about 20 percent less than that for urban area.4 This results
in an extreme poverty line in rural areas of 119.2 Bs per person per month (80 percent of
the urban counterpart), and a rural poverty line of 158.9 Bs per person per month (59
percent of the urban poverty line).

A Snapshot of Poverty

1.19 Based on the 1992 census and an assumed population growth rate of 2.5 percent,
the 1995 population is estimated to be about 6.7 million inhabitants. Since 1976, urban
areas have grown four times faster than rural areas; about 58 percent (3.9 million) of the
population is now urban. One of the major push factors contributing to urban migration
was the crisis experienced by the mining sector in the mid 1980s. Furthermore,
employment opportunities offered by the formal and informal sectors in the central-axis
cities of La Paz/El Alto, Cochabamba and Santa Cruz were major pull factors.
Nevertheless, compared to other countries in the region, a relatively large share of the
population still resides in rural areas, some of which are remote and sparsely populated-
for example, Pando and Beni with population densities of less than 1.5 persons per square
kilometer.

1.20 The poverty map, also based on the 1992 census, estimates poverty using the
Unsatisfied Basic Needs Index (NBI). Using this methodology, it is estimated that
approximately 70 percent of Bolivian households do not have adequate access to basic
services (see table 1-5). The extent of urban-rural differentials are obvious from this
indicator. While about 50 percent of households in urban areas lack access to basic
needs, in urban areas an overwhelming 94 percent of households lack such access. Based
on the NBI, the incidence of urban poverty is highest in the departments of Beni, Oruro,
and La Paz and the incidence of rural poverty is highest in the departments of Beni, La
Paz, and Pando.

Bs per person permonth, and the poverty line estimated at 96.4 Bs per person per month (assuming 75 percent
food budget share). However, this extreme poverty line for rural areas was less than 50 percent of urban
counterparts in real terms, and the rural poverty line was approximately 36 percent of urban counterparts. This
indicates that the two sets of poverty lines are inconsistent.

4 In Guatemala, a country with a similar situation, food prices in small urban centers were found to be about 10
percent less than in metropolitan Guatemala City. Empirical literature on the internal market integration suggests
that a 20 percent differential can reasonably be expected.
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Table 1-5: Percentage of Urban and Rural Household in Poverty, 1992
Department Households with Unsatisfied Basic Needs Household in "Critical" Poverty

Total Urban Rural Total Urban Rural
Bolivia 69.8 51.1 94.0 5.1 0.5 11.1
La Paz 70.5 55.3 95.5 5.2 0.7 12.6
Oruro 70.3 56.0 93.2 4.3 0.4 10.5
Potosi 80.0 50.2 94.0 8.5 0.4 12.4
Cochabamba 70.8 48.6 93.4 5.2 0.5 10.0
Chuquisaca 76.8 40.4 95.8 9.5 0.6 14.2
Tarija 66.3 46.9 91.4 3.8 0.4 8.2
Santa Cruz 58.0 46.0 90.4 1.7 0.3 5.3
Beni 77.4 67.4 96.7 5.4 1.2 13.6
Pando 80.6 43.8 95.1 9.3 0.4 12.8
Source: UDAPSO, INE.

1.21 Based on applying the poverty lines defined in the previous section, table 1-6
provides another summary of poverty.5 Using this approach, about 60 percent of
individuals in urban areas live in poverty, and of those, about half live in extreme
poverty-that is, despite spending their entire budget on food, they are not able to
purchase a basic food basket. Moreover, it appears that urban poverty has increased
slightly during the period 1989-93, and that the proportion of the population below the
extreme poverty line also increased. This means that, even though overall poverty
increased only slightly, a larger share of the poor are now in extreme poverty.

Table 1-6: A Snapshot of Poverty, 1989, 1993 and 1995

Population
Poverty Group 1995

Extreme Poor Sub-Total Non-Poor Overall (in
Poor (A) (B) (A+B) (C) (A+B+C) millions)

Distribution by Poverty Group
Overall (estimate) . 50.1 22.4 72.5 27.5 100.0
Urban, 1989 28.1 32.0 60.1 39.9 100.0 --

Urban, 1993 29.3 32.3 61.6 38.4 100.0 --

Rural, 1995 79.1 8.6 87.7 12.3 100.0 --

Distribution within Each Poverty Group (1995)
Overall 100.0 100.0 100.0 100.0 100.0 6.7
Urban 45.2 84.0 40.7 81.3 58.0 3.9
Rural 54.8 16.0 59.3 18.7 42.0 2.8

Note: a The following are assumed for the purposes of this estimates: (i) the poverty rate in urban areas are identical in 1995
and 1993; (ii) the surveyed rural subareas are representative of the entire area; and (iii) the projected urban and rural
population for 1995 is the same as the 1992 Census. This has been used as the weight for aggregating poverty.

ource: Bolivia: Integrated Household Survey 1989 and 1993, and Bolivia: 1995 Limited Rural Household Survey.

1.22 Rural poverty is high-it affects about 88 percent of the rural population. In
addition to being widespread, rural poverty is severe-among the poor in rural areas,

5 This is probably the first study to attempt the urban/rural aggregation in Bolivia, defining poverty using the poverty
line methodology.
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about 90 percent are below the extreme poverty line. Therefore, even though the rural
population is only about 42 percent of the total population, rural areas contain about 59
percent of the poor and 55 percent of the extreme poor. More specifically, the little
difference between the incidence of poverty and extreme poverty in rural areas indicates
that about four out of five live in extreme poverty in rural areas (see figure 1-1).
Furthermore, the depth of poverty in rural areas is very high, with the poverty gap index
at almost 55 percent. The FGT index-estimated at 40 percent-also indicates the
severity of poverty among those who are poor.

Pbpulation Share Figure 1-1: Poverty in Bolivia,
100 Urban (1993) and Rural (1995)
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1.23 The cumulative percentages of population whose per capita consumption falls
short of the hypothetical poverty lines (continuously defined on the horizontal axis) for
1989 and 1993 are shown in figure 1-2. Since the 1989 per capita consumption was
expressed in 1993 prices, the juxtaposition of per capita consumption data for both years
over the entire range of the distribution permits a first-order dominance test for 1989-93
poverty comparison. In this case, neither year dominates the other in terms of the first-
order test. In fact, there is a switching of poverty ranking around the per capita
consumption level of 250 Bs per person per month, under which about 70 percent of
population lives. The consumption level of those below this line was lower in 1993 than
in 1989, implying a higher poverty rate in 1993. Furthermore, as already indicated, there
is a large disparity in the incidence of poverty between urban and rural areas. As the
consumption level increases, there is a steep gradient in the incidence of poverty in rural
areas, in contrast to a more gradual increase in poverty in urban areas (see figure 1-3).

PopubtDn Figure 1-2: Urban Poverty Change, Figure 1-3: Urban (1993) and Rural
Share 1989 and 1993 100 (1996) Poverty Comparison
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1.24 There are wide variations in the poverty rate among inhabitants of the largest
cities of the different departments (see table 1-7). The poverty rates are highest in Oruro
and Potosi-greater than 80 percent. At the other extreme is Santa Cruz, where the
poverty rate is the lowest-about 45 percent. Even though the urban poverty rates are in
general higher, there is an exception-the poverty rate in rural Tarija is lower than in
urban Oruro and Potosi.

Table 1-7: Incidence, Depth, and Severity of Poverty by Region, 1989, 1993, and 1995

Extreme Poor
Poor

Population Headcount Headcount Poverty Gap FGT
b, d,Department City or Area Share (%) Index Index Index ' Index

Urban Areas, 1989 100.0 28.1 60.1 25.2 13.4
Chuquisaca Sucre 3.8 29.8 63.3 26.8 14.1
La Paz La Paz 24.9 23.8 58.8 23.4 12.1

El Alto 12.6 40.8 73.5 33.6 18.3
Cochabamba Cochabamba 17.2 22.4 53.5 20.5 10.3
Oruro Oruro 8.9 59.1 85.6 45.7 28.3
Potosi Potosi 5.1 50.1 81.3 40.0 23.2
Tarija Tarija 2.5 33.2 60.9 27.5 15.2
Santa Cruz Santa Cruz 22.0 12.7 43.7 14.4 6.3
Beni Trinidad 2.9 19.6 56.1 20.2 9.0

Urban Areas, 1993 100.0 29.3 61.6 26.2 14.
Chuquisaca Sucre 4.8 34.0 57.6 27.8 16.5
La Paz La Paz 24.3 29.4 60.3 25.5 13.4

ElAlto 15.0 34.6 73.3 31.4 16.4
Cochabamba Cochabamba 17.2 31.5 65.6 28.3 15.3
Oruro Oruro 6.5 53.9 80.3 41.7 25.7
Potosi Potosi 4.1 53.2 82.8 41.7 24.8
Tarija Tarija 3.1 36.1 60.1 27.3 15.0
Santa Cruz Santa Cruz 23.1 11.7 45.1 14.7 6.5
Beni Trinidad 1.2 30.9 70.5 29.7 14.8
Pando Cobija 0.7 10.2 26.7 8.9 4.2

Rural Areas, 1995 100.0 79.1 87.7 54.7 39.3
La Paz Cainacho/Mufleca 29.3 93.8 95.4 76.6 64.3
Cochabarnba Capinota/Arque 27.4 67.7 83.3 42.1 26.2
Oruro Saucari/Carangas 22.2 85.0 92.6 53.3 34.5
Tarija Linares/Saavedra 21.2 67.1 77.3 42.4 26.9
ote: a. Proportion of the population below an estimated extreme poverty line; b. Proportion of the population below an

estimated poverty line; c. Measures the depth of poverty or the difference between the poverty lines and the mean income
of the poor, expressed as a ratio of the poverty line; d. Measures the severity of poverty among the poor. The value of this
index increases whenever there is an income transfer from a poor individual to a less poor individual.
Source: Bolivia: Integrated Household Survey 1989 and 1993, and Bolivia: 1995 Limited Rural Household Survey.

1.25 Indigenous people are more likely to be poor than non-indigenous people, and the
poverty differential by ethnic group is more pronounced in urban than in rural areas (see
table 1-8). In urban centers, the poverty rate for indigenous people is about 15 to 20
percent points higher than for their non-indigenous counterparts. The poverty rate among
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the monolingual indigenous-a tiny minority (1.2 percent of the urban sample) of mostly
older individuals-is also substantially higher than the average. However, in rural areas
where 92 percent of the sample is indigenous, there is no statistically significant
difference in the poverty rates between the indigenous and non-indigenous groups.
Between 1989 and 1993, poverty was reduced slightly among indigenous people, but
increased slightly for non-indigenous people.

Table 1-8: Incidence of Poverty Among Key Groups, 1989, 1993, and 1995

Proportion of Population Below Poverty Line
Urban Areas Rural Areas

1989 (% dist) 1993 (% dist) 1995 (% dist)
Proportion of population below 28.1 (100.0) 29.3 (100.0) 79.1 (100.0)
extreme poverty line
Indigenous 37.3 (27.7) 35.7 (36.2) 79.9 (91.6)
Monolingual 51.7 (1.3) 44.3 (1.2)
Bilingual 37.1 (26.4) 35.4 (35.0)

Non-indigenous 22.2 (72.3) 23.7 (63.8) 71.5 (8.4)
Female-headed household 25.6 (13.1) 23.7 (14.4) 68.1 (5.3)
Male-headed household 28.5 (86.9) 30.3 (85.6) 79.6 (94.7)

Proportion of population below 60.1 (100.0) 61.6 (100.0) 87.7 (100.0)
poverty line
Indigenous 72.1 (27.7) 68.0 (36.2) 87.7 (91.6)
Monolingual 81.7 (1.3) 78.8 (1.2)
Bilingual 71.6 (26.4) 67.7 (35.0)

Non-indigenous 53.0 (72.3) 56.0 (63.8) 88.3 (8.4)
Female-headed household 54.9 (13.1) 54.4 (14.4) 92.3 (5.3)
Male-headed household 60.9 (86.9) 62.9 (85.6) 87.4 (94.7)

Source: Bolivia: Integrated Household Survey 1989 and 1993, and Bolivia: 1995 Limited Rural Household Survey.

IV. CHARACTERISTICS OF RURAL POVERTY

1.26 As indicated, based on the 1992 census, 42 percent of the population lives in rural
areas. The poverty map estimates that about 95 percent of rural Bolivians do not have
adequate access to basic services. The availability of the limited rural household survey
carried out in the departments of La Paz, Cochabamba, Oruro, and Tarija, allows for more
analysis of rural poverty and confirms its high overall incidence. The average rural
family size is 4.7 people, which is about the same as the average urban family size (see
table 1-9). Furthermore, there is a negative correlation between family size and
consumption quintile. Although 90 percent of the rural sample is indigenous, there is
virtually no inter-ethnicity poverty differential and poverty does not have a clear-cut
correlation with ethnic background, as measure by language spoken. However,
indigenous people in rural areas are more likely to be in extreme poverty; the ability to
communicate effectively (speaking, reading or writing) in Spanish is clearly negatively
correlated with poverty. Among the indigenous groups, the poor are over-represented in
Aymara-speaking households. Finally, individuals in households headed by females have
a higher incidence of both poverty and extreme poverty.
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Table 1-9: Characteristics of the Adult Population in Rural Areas, 1995

Consumption Quintile
I II III IV V Overall

Average family size 5.1 4.1 5.2 4.4 3.5 4.7
Years of schooling 2.4 3.4 4.0 4.1 3.8 3.6
Languages spoken: Aymara 36.8 42.1 29.2 28.0 17.3 31.7

Quechua 57.8 52.8 64.3 60.9 75.5 61.3
Spanish only 5.4 5.1 6.5 11.2 6.4 6.9

Speaks Spanish 56.6 76.1 83.8 91.3 86.4 78.3
Reads and writes Spanish 49.4 62.5 75.7 75.8 75.5 67.3
|Source: Bolivia: 1995 Limited Rural Household Survey, and Pradhan, M. (1995).

Education and Labor Market Experience of the Rural Poor

1.27 In general, the educational attainment of rural inhabitants is very low. On
average, adults in rural areas have about 3.5 years of schooling, in contrast to an average
of 9.8 years for their urban counterparts. Although 67 percent of adults in the survey
claimed to be able to read and write in Spanish, the rate of functional illiteracy is high.
Among children of primary school age, in the poorest quintile of the rural population, the
attendance rate is 90 percent for boys and 86 percent for girls (see table 1-10), while in
the other quintiles, enrollment rates are about 95 percent for both boys and girls. There
also appears to be a clear relationship between school enrollment and poverty for children
beyond the primary school age-children of the richer families stay in school longer.
However, being registered or enrolled in school does not automatically imply that the
child attends school, and the incidence of absence is clearly higher in the lower
consumption quintiles. Of the children in the lowest quintile, one out of every three
missed at least one day in the last month, compared to one out of ten in the highest
quintile. Consistently across all consumption quintiles, the most frequently quoted
reason for not attending school in rural areas was "economic reasons." Health is another
important factor explaining attendance-the absence rate is about 10 percent higher for
primary age children who were reportedly ill in the last month.

Table 1-10: School Attendance in Rural Areas, 1995
Consumption Quintile

I 11 Ill IV V Overall
Children aged 6-11
School attendance (overall) 86 95 96 95 100 94
Boys 90 94 94 96 100 95
Girls 86 95 96 95 100 94

At least one day absent
- all 37.7 18.3 25.8 21.4 10.2 22.7
- not reported ill last month 30 15 19 19 8 18
- reported ill last month 40 23 44 33 18 32
If absent: number of days absent 2.4 3.5 2.5 3.8 3.2 3.1

Children aged 12-17
At least one day absent 34.9 13.6 15.0 9.7 9.5 16.5
If absent: number of days absent 4.1 1.8 4.5 3.0 1.5 3.0

Source: Bolivia: 1995 Limited Rural Household Survey and Pradham, M. (1995).
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1.28 Policies directed toward improving the income-generating capabilities of the poor
need to take into consideration income sources. In rural areas, off-farm income appears
to play an equally important role as does farm income for households in the poorest
quintile (see table 1-11). This is likely caused by the fact that the landholdings of the
poor are small, and therefore, they are forced to find additional work off the farm.6

Among those employed off the farm, the participation rate of males is high. However,
there is a significant difference between consumption quintiles in the number of days
worked-males from the lower quintiles work fewer days per year, and are apparently
more frequently engaged in short-term employment. In general, in rural areas female
participation is lower than that of males. Among females, participation rates are higher in
the higher consumption quintiles. It is likely that females in these quartiles are better
educated and have better opportunities in the labor market.

Table 1-11: Annual Rural Income by Source, 1995

Consumption Quintile
I 11 III IV V Overall

Off-farm income 462 320 622 812 1,239 665
Farm income 404 501 715 1,184 1,220 783
Total consumption 1,056 2,666 4,443 6,325 10,061 4,644
Wage earner present 51 49 49 53 64 52
Number of products farmed 2.7 3.1 2.8 2.7 2.8 2.8
Source: Pradhan, M. (1995).

1.29 These findings are reinforced by an analysis of the results of the rural household
survey carried out in the department of Cochabamba. Small landholdings, agricultural
labor, non-coca production, monolingual Quechua-speaking, and remote access to roads
are all factors associated with being poor in rural areas.7 Among the agricultural
households, peasant smallholders (those holding less than one hectare of land) are about
30 percent poorer than the sample average. However, the deepest poverty is found
among the agricultural wage earners who are about 37 percent poorer than the average
rural population in Cochabamba. Furthermore, most of these smallholders lack
significant physical assets. This directly restricts their access to credit as legal provisions
place limitations on the use of the physical assets of the poor (including land and
movables) for the purposes of collateral. Econometric analysis indicates that returns to
both capital (16.8 percent) and land (28.1 percent) are high among the rural poor,
suggesting that the lack of physical assets and restrictions in the credit and land markets
prevent an efficient allocation of resources.8 This same analysis indicates that education

6 It is also likely that farm incomes are underestimated in the survey, as total consumption exceeds total income,
especially in the richer households. Farm incomes are computed using the same methodology as auto-
consumption which also seems to be underestimated.

The primary source of rural employment in Cochabamba (87 percent) is self-employment and family-related
work, largely concentrated in agricultural activities (77 percent of total employment). In the other departments,
in contract to Cochabamba, there are large contingents of non-agricultural rural workers, especially in mining.

This is based on the results obtained by UDAPSO (1995) from fitting Cobb-Douglas production functions.
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has a strong positive effect on rural income generation-in other words, holding all other
variables constant, income in households headed by a person with no education is on
average 15.3 percent lower than income in households headed by a person with primary
education.

1.30 In summary, rural poverty among peasant smaliholders in Cochabamba is highest
in households with any or all of the following characteristics: (i) headed by an
agricultural wage-earner; (ii) headed by an individual with no schooling; (iii) lacking
close access to infrastructure (in particular, roads); (iv) headed by a female; and (v)
headed by a monolingual non-Spanish speaker.9

V. CHARACTERISTICS OF URBAN POVERTY

1.31 Because migration has driven many out of rural areas, about 58 percent of the
population is now urban. Amidst growing population pressures, urban centers have had
to cope with providing the necessary infrastructure and public services. Based on the
poverty map, there is evidence that the urban population has better access to basic
needs-55 percent of the urban population lack adequate access to education, health,
housing and sanitation services, compared to 94 percent in rural areas. Although at 61.6
percent urban poverty is below the rural poverty rate, urban poverty is high compared to
the region. The key characteristics of urban poverty in 1993 included the following:

(a) The poor population is about equally divided between the extreme poor
and the poor. This is in contrast to poverty in rural areas, where the
majority of the poor are in extreme poverty.

(b) The incidence of urban poverty is highest in two departments-Oruro and
Potosi-yet, given the population concentration, there are a great number
of poor individuals in La Paz/El Alto, Cochabamba, and to a lesser extent
Santa Cruz.

(c) The incidence of poverty is high among children-among children below
the age of nine about 71 percent are poor.

(d) Poverty is more prevalent among indigenous people than among non-
indigenous people. The ethnic poverty gap narrowed between 1989 and
1993, however, he poverty rate is especially high among the monolingual
indigenous population.

(e) Poverty is lower among individuals residing in female-headed households.
About 14.4 percent of the urban population resides in female-headed
households with a corresponding poverty rate of 54.4 percent compared to

With the exception of recent migrants to the lowlands. these same characteristics were associated with the rural
poor in 1989 (The World Bank 1990).
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a poverty rate of 62.9 percent of the urban population living in male-
headed households.

(f) The poverty rate is high among individuals residing in households headed
by persons with limited education. Furthermore, among the poor, there is
strong evidence of an intergenerational transmission of poverty through
underinvestment in education.

(g) The poor are more likely to be employed as blue-collar worker or to be
self-employed and are less likely to be affiliated with the formal labor
market.

1.32 Although the characteristics of poverty are discussed in more detail below, the
results of a model reinforce the key findings.' 0 This model, which assigns a base
probability of being poor equal to about 45 percent, was used to estimate key factors
determining poverty among urban individuals. These factors include the following: (i)
being indigenous increases the probability of being poor by about 14 percent; (ii) each
additional child raises the probability of being poor by 6.5 percent; and (iii) an
unemployed household head increases the probability of being poor by about 14 percent.

General Family Characteristics and Poverty

1.33 There is a strong negative correlation between age and poverty (see figure 1-4 and
appendix 1-2, table 1-28). The poverty rate among individuals beyond the age of 60 is
significantly lower than the average rate, while poverty among the younger segments of
the population is significantly higher than average. Among the extreme poor, 67 percent
are younger than age 24, compared to only 51 percent of the non-poor (see table 1-12).
Assuming that the adult population is supporting the other population group, a simple
calculation shows that the extreme poor carry twice the burden that the non-poor carry.

Figure 1.4: Poverty Rate by Age, 1993
Pbverty Rate Urban Areas
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10 See Alves and Patrinos (1995).
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1.34 With regard to the incidence of poverty, there appears to be no significant
difference in terms of gender relative to the head of the household. Only about 15 percent
of households in extreme poverty are headed by females, while about 20 percent of the
non-poor population lives in female-headed households. About 45 percent of the extreme
poor are of indigenous origin, while about only 30 percent among the non-poor are
indigenous. Families in extreme poverty are generally both younger and larger (by an
average of 2.3 members) than non-poor families.

Table 1-12: Urban Family Characteristics by Poverty Group, 1993
Poverty Group

Extreme Poor Poor Non-Poor Overall
Percentage share of age group
Youth population, 0-24 (A) 67.3 61.4 51.2 59.3
Adult population, 25-64 (B) 32.4 38.4 47.9 40.1
Older population, 65 & older (C) 0.3 0.5 0.9 0.6
Age dependency rate = (A+C)/B 2.1 1.6 1.1 1.5

Percent of which are indigenous 46.0 36.3 29.2 36.2
Monolingual 1.9 1.3 0.7 1.2
Bilingual 44.1 35.0 28.6 35.0

Average family size 6.0 4.9 3.7 4.6
Female-headed households 14.8 16.9 21.1 18.4
Household head married 82.3 77.8 67.8 74.0
Source: Bolivia: Integrated Household Survey 1993.

Education and Poverty

1.35 As indicated, there is a strong correlation between poverty and the educational
attainment of adults in the family, in particular, the head of the household (see table 1-
13). Specifically, among the poor, the average household head has completed about eight
years of schooling-not advancing far beyond primary school-and many heads of
households have not even completed primary school.

1.36 Furthermore, especially among the extreme poor, there is evidence that poverty is
perpetuated intergenerationally through underinvesting in the education of children.
Specifically, about 35 percent of the school-aged children living in extreme poor
households do not attend any school. While net enrollment in primary schools does not
vary much across poverty groups, the net enrollment rate in secondary schools falls
sharply among the extreme poor. Moreover, repetition is a serious problem-about 9
percent of children of secondary school age were enrolled in the primary schools in 1993.
This problem is most serious anong the extreme poor, where more than 13 percent of
secondary-age children were reportedly repeating primary school."1

1.37 The vast majority of poor students attend public schools, whereas children from
non-poor households to a large degree attend private schools. More specifically, about 90
percent of poor primary-age children attend public schools, compared to about 45 percent
of non-poor primary-age children. At the secondary level, an even higher share of

This might partly reflect the late start by many children. Even though the typical school-starting age is six, about
60 percent of children do not start school until the age of seven.
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children from non-poor households attend private schools. Finally, it is important to note
that access to tertiary education is regressive-28 percent of young adults (age 19 to 24)
from non-poor households attend tertiary institutions compared to less than 9 percent of
young adults from extreme poor households.

Table 1-13: Distribution of Education Characteristics by Poverty Group, 1993
Poverty Group

Extreme Poor Poor Non-Poor Overall
Years of schooling by household head 7.0 8.3 11.1 9.3
Education level of household head

No education or primary incomplete (%) 58.0 49.0 21.0 41.0
Years of schooling among those 18 & older 7.8 9.0 11.4 9.8
Attendance of educational institutions by school-age children (6-18)

Not attending (%) 25.2 19.0 13.2 19.3
Attending (%) 74.8 81.0 86.8 80.7

Net primary enrollment (age 7-11) 83.2 87.4 88.4 86.1
in public schools 81.4 77.6 40.7 68.1
in private schools 1.8 9.8 47.7 18.0

Net secondary enrollment (age 12-18) 53.7 67.3 75.1 65.4
in public schools 51.0 53.6 28.9 44.6
in private schools 1.3 12.0 43.1 18.7

Repeat primary school (age 12-18) 13.3 7.3 6.8 9.1
Attendance in tertiary institutions (age 19-24) 8.7 15.4 28.0 18.9
Source: Bolivia: Integrated Household Survey 1993.

Labor Market Characteristics and Poverty

1.38 Unlike other countries, the poverty rate in Bolivia does not vary much among the
two major groups of the working age population: (i) those in the labor force; and (ii)
those not in the labor force (see table 1-14). There is a noticeably higher rate of poverty
among the unemployed in the labor force. Furthermore, the incidence of poverty is high
among children under the age of 15. This age group accounts for about 37 percent of the
population; more than 70 percent of the group are classified as poor. The poverty rate is
relatively low-40 percent-among senior citizen (aged 65 and over), who account for
about 4 percent of the population.

Table 1-14:
Incidence, Depth, and Severity of Poverty by Labor Market Participation Characteristics, 1993

Extreme Poor Poor
Population Headcount Headcount Poverty Gap FGT
Share (%) Index Index Index Index

All urban areas 100.0 29.3 61.6 26.2 14.0
Under age 15 37.1 37.1 70.4 31.8 17.6
Working age, 15-64 59.0 25.4 57.6 23.4 12.2

Not in labor force 22.2 25.0 57.9 23.4 12.1
In labor force 36.9 25.7 57.3 23.4 12.3

-- Employed 34.2 25.2 56.8 23.1 12.1
-- Unemployed 2.7 31.8 63.7 27.3 14.9

ge 65 & over 3.8 14.3 40.0 14.8 7.2
ource: Bolivia: Integrated Household Survey 1993.
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1.39 With regard to labor market characteristics, among the various poverty groups
there are no significant differences in the labor force participation rate or the average
number of hours worked per week (see table 1-15).12 However, there are at least two
important characteristics-high unemployment, and high informal sector employment-
which are highly associated with poverty. Among the extreme poor, the unemployment
rate is 9 percent; and almost 80 percent are employed in the informal sector. Of the
various employment categories, the poor are more likely to be self-employed or work in
blue-collar positions, whereas the non-poor are more likely to be employed in white-
collar positions. In terms of sector of employment, about 60 percent of the urban poor are
employed in one of three sectors-construction, agriculture, and public utilities.
Alternatively, the non-poor are more likely to be affiliated with a union, and work in
sectors such as transportation and finance.

Table 1-15: Labor Market Characteristics by Poverty Group, 1993

Poverty Grouip
Extreme Poor Poor Non-Poor Overall

Labor force participation rate 63.1 61.5 62.8 62.5
Unemployment rate 9.0 7.4 6.2 7.3
Average labor income (Bs/month) 109.5 183.8 449.2 263.8
Average hours worked per week 47.9 47.7 47.3 47.6
Percent employed in informal sector 78.3 68.1 55.0 65.2
Percent affiliated with union 15.6 24.8 26.1 23.0
Employment categories

White-collar worker 20.9 29.3 48.5 35.3
Blue-collar worker 25.3 20.2 9.4 16.9
Employer 2.6 5.2 10.3 6.7
Self-employed 37.7 33.6 25.1 31.0
Other ` 13.5 11.9 6.8 10.1

Industry
Agriculture 20.0 15.8 10.8 14.8
Mining 4.9 5.4 3.8 4.6
Manufacturing 3.4 3.8 2.8 3.2
Public utilities 13.2 10.3 5.8 9.1
Construction 33.6 32.3 31.5 32.3
Commerce/restaurant/hotel 8.1 9.3 11.6 9.9
Transport/wholesale 4.0 7.4 12.6 8.8
Finance/insurance 3.6 8.0 15.3 10.0
Personal service 9.2 7.7 5.8 7.3

Note: a. Includes domestics and family workers without pay.
Source: Bolivia: Integrated Household Survey 1993.

12 The labor force participation rate has been defined according to the International Labor Organization's criteria-
that is, for those of working age (15 to 64), the share currently employed, temporarily laid off, or seeking work
for the first time.
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Housing Conditions and Public Services and Poverty

1.40 As indicated previously, the average urban household spends about 17 percent of
its family budget on housing. Furthermore, this budget share does not vary much across
the consumption scale. There are certain housing characteristics-such as housing
ownership and separate kitchen facilities-which have a mild positive tendency
associated with consumption level (see table 1-16 and appendix 1-2, table 1-29). More
specifically, the share of homeowners among the poor and the share of poor households
with separate kitchens are slightly lower than the corresponding shares among the non-
poor. On the other hand, there is a very significant difference among the poverty
categories in terms of crowded living condition. For households in extreme poverty, the
average is seven people per bedroom; in poor households the average is four people per
bedroom, compared to an average of two people per bedroom in the non-poor
households. Finally, the quality of housing materials, especially those for safe walls
(stone, brick, cement, or wood) are positively correlated with income. Among the
extreme poor, only about 16 percent live in houses which contain safe walls (see
appendix 1-2, table 1-30).

Table 1-16: Housing Characteristics and Public Infrastructure Services by Poverty Group, 1989

Poverty Group
Extreme Poor Poor Non-Poor Overall

Housing characteristics
Owner-occupied 50.6 56.6 62.7 58.1
Number of persons per bedroom 7.1 4.4 2.0 2.9
Percent with separate kitchens 63.9 73.2 85.1 76.8
Detached dwelling unit or apartment 46.9 52.1 69.8 594

Housing materials
Safe roof 26.0 33.6 53.8 41.5
Safe wall 16.4 35.7 60.6 43.2
Safe floor 73.4 87.9 96.3 88.6
Public infrastructure
Connection to electricity 89.9 96.3 98.6 96.0
Access to water inside the building 63.0 78.4 90.4 80.6
Toilet for exclusive use 24.3 43.0 69.6 51.5
Method of sewerage

Public sewer system 59.0 57.4 71.8 65.7
Septic tank 8.1 12.3 16.1 13.8
Other 32.9 30.3 12.1 20.4

Fource: Bolivia: Integrated Household Survey 1989.

1.41 With regard to access to public infrastructure services, as discussed more in
background paper no. 2, in urban areas a relatively high share of the population-
including 90 percent of the extreme poor-have access to electricity (see appendix 1-2,
table 1-31). However, fewer among the poor have convenient access to water and even
fewer have exclusive use of a toilet. Whereas about 70 percent of the non-poor have
exclusive use of a toilet, only about 40 percent of the poor have such use.
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VI. GENDER AND POVERTY

1.42 The poverty rate among individuals residing in female-headed households is
lower than the corresponding rate among those residing in male-headed households (see
table 1-17). Although female-headed households account for less than 15 percent of the
total, the poverty differential is significant. Furthermore, the conclusion is robust among
all the poverty lines and poverty indices.

Table 1-17: Incidence, Depth, and Severity of Poverty by Gender of Household Head, 1993

Extreme Poor Poor

Population Headcount Headcount Poverty Gap FGT
Share (%) Index Index Index (PG) Index

Overall population 100.0 29.3 61.6 26.2 14.0

Female-headed household 14.4 23.7 54.4 22.1 12.1
Male-headed household 85.6 30.3 62.9 26.9 14.3
ource: Bolivia: Integrated Household Survey 1993.

Gender and Family Characteristics, Education, and Labor Market Experience

1.43 To analyze fully whether or not there are gender differentials in poverty, a
comparison of characteristics based on gender of household heads might not be sufficient
because the contributions of other household members to household income are also
important. However, such an analysis does provide some insights on gender differentials.
As indicated previously, an important characteristic of poverty is family size-poorer
families are on average larger. In the case of urban areas, households headed by females
are on average smaller-i.e., they have on average one less member than male-headed
households (see table 1-18).

Table 1-18: Distribution of Characteristics by Gender of Household Head, 1993

Head of Household

Female Male Overall

Average per capita consumption 313.8 277.5 283.1
Average family size 3.6 4.8 4.6
Percent with indigenous household head 57.5 60.2 59.7
Average years of schooling of household head 8.6 9.5 9.3
Labor force participation rate 72.8 91.6 88.4
Unemployment rate 4.5 5.4 5.3
Average labor income 413.0 879.0 796.5
Average hours worked per week 45.6 52.8 51.7
Percent employed in informal sector 75.6 58.1 60.6
Percent affiliated with union 29.5 28.8 28.9
Employment category

White-collar employee 26.8 36.1 35.4
Blue-collar employee 4.4 22.6 20.1
Self-employed 56.7 27.9 31.9
Employer 7.2 11.6 11.0
Others 5.6 1.0 1.6

Source: Bolivia: Integrated Household Survey 1993.
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1.44 However, there are some characteristics of female-headed households that are
associated with poverty. For example, compared to male-headed households, in female-
headed households: (i) the household head has a lower education level; (ii) there is higher
employment in the informal sector; and (iii) there is higher self-employment. Therefore,
the role of secondary income earners in female-headed households is important towards
determining whether in fact there are gender differentials in the incidence of poverty.

Maternal Health

1.45 Based on the 1993 data, it is possible to analyze health-related issues relating to
women between the ages thirteen and forty-nine.13 First of all, there is a significant
difference in the fertility rates of extreme poor and non-poor females (see figure 1-5).
Fertility rates between the two groups start to diverge around the age of twenty-three, and
the gap steadily increases with age. Women in extreme poor families on average tend to
have twice as many children as the non-poor.

Nurriberof Figure 1-5: Fertility by Poverty Group
Children Among Females Aged 13-49, 1993

6 Ed~reme

4 Poor

2 ___ Non-Poor

13 15 17 19 21 23 25 27 29 31 33 35 37 39 41 43 45 47 49
Age

1.46 The age of first-time pregnancy is negatively correlated with the consumption
level-more than 60 percent of women in extremely poor households have their first
child before the age of twenty, compared to about 43 percent of women in non-poor
households. Providing further evidence that the fertility rate is higher arnong poor
women, there is a significant difference in the proportion of women who have been
pregnant in the last twelve months-20 percent of women in extreme poverty compared
to 15 percent of non-poor women. With regard to the place of delivery, a large percent of
the poor have their babies delivered at home (more than 40 percent) while the majority of
non-poor women deliver in private clinics. Finally, as discussed more in background
paper no. 2, a relatively small share of the poor receive prenatal care-that is, only about
30 percent of the extreme poor and 60 percent of the poor.

13 Of the entire sample of 19,769 individuals, there were 5,752 women (29 percent) in this age group.
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VII. ETHNICITY AND POVERTY

1.47 Given the high incidence of poverty among indigenous people, this section
focuses on the differences between individuals with different ethnic backgrounds.
Ethnicity-indigenous and non-indigenous-has been determined by the language
spoken. The indigenous population includes both monolingual and bilingual (Spanish
and native language) speakers, where the monolingual indigenous language speakers are
made up mostly the older generation. Based on the 1992 census, it is estimated that about
57 percent of the Bolivian population is of indigenous origin (see table 1-19). Slightly
less than 12 percent of the total population is indigenous and monolingual, with Quechua
and Aymara being the most widely spoken languages by this group. The largest
concentrations of indigenous people are found in the departments of Potosi,
Cochabamba, and La Paz. The largest concentrations of monolingual indigenous people
reside in the departments of Potosi, Cochabamba and Chuquisaca (Quechua speaking)
and La Paz, and Oruro (Aymara speaking). On the other hand, the indigenous
populations are relatively small in the departments of Beni, Tarija, Santa Cruz and Pando.

Table 1-19: Population Distribution by Ethnic Background, 1992

Indigenous

Non- Total
Indigenous Bilingual Quechua Aymara Guarani Other Native Monolingual

Bolivia 43.0 45.3 8.3 3.3 0.1 0.0 11.7

Chuquisaca 33.3 41.0 25.5 0.0 0.2 0.0 25.7

La Paz 29.9 59.7 0.7 9.7 0.0 0.0 10.4

Cochabamba 21.6 59.8 18.4 0.2 0.0 0.0 18.6
Oruro 31.7 63.3 1.8 3.2 0.0 .0.0 5.0
Potosi 14.6 58.0 26.9 0.5 0.0 0.0 27.4
Tarija 86.4 13.1 0.2 0.0 0.1 0.2 0.5
Santa Cruz 76.4 22.2 0.7 0.0 0.6 0.1 1.4
Beni 86.5 12.3 0.1 0.0 0.0 1.1 1.2
Pando 83.3 16.5 0.1 0.0 0.0 0.1 0.2
ource: INE (1993).

1.48 It is estimated that about 36 percent of individuals living in urban areas are
indigenous. In rural areas, however, the population share which is indigenous may be as
high as 92 percent. 5 There are large concentrations of indigenous people living in the
cities of Sucre, Potosi, El Alto, Cochabamba, Oruro, and La Paz. With the exception of
Sucre, these same cities also have the highest concentrations of poverty in which the
indigenous are likely to be over-represented.

14 Ethnicity as defined by the language spoken is a commonly accepted criterion in demographic analysis.
Language is an important indicator in a country with numerous spoken languages, such as in Bolivia where each
of seven languages are spoken by at least 10,000 persons.

5 The estimate for urban areas is based on the results of the 1993 EIH, while the rural estimate is based on the
results of the limited rural household survey carried out in 1995.
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1.49 As indicated, between 1989 and 1993 the overall incidence of urban poverty
increased slightly (see table 1-20). However, the incidence of poverty among indigenous
urban inhabitants declined during this same period. The indigenous extreme poverty rate
declined from about 37 percent in 1989 to about 36 percent in 1993, while the indigenous
poverty rate declined from 72 percent to 68 percent during this same period. In other
words, poverty among indigenous people appears to have improved slightly, but still
remains significantly worse than for the population as a whole, especially among the
monolingual subgroup. As indicated, poverty is a universal characteristics of the rural
population, but there is little inter-ethnic difference in the incidence of poverty.
However, even among the rural poor, it is likely that a greater share of the indigenous
population is in extreme poverty.

Table 1-20: Incidence, Depth, and Severity of Poverty by Ethnicity, 1993
Extreme Poor Poor

Population Headcount Headcount Poverty Gap FGT
Share (%) Index Index Index Index

Overall 100.0 29.3 61.6 26.2 14.0
Indigenous 36.2 35.7 68.0 30.5 16.9

Monolingual 1.2 44.3 78.7 39.1 23.4
Bilingual 35.0 35.4 67.7 30.2 16.7

Non-indigenous 63.8 23.7 56.0 22.4 11.5
Source: Bolivia: Integrated Household Survey 1993.

1.50 In spite of some improvement in the relative income position of indigenous
people over time, their average per capita consumption in 1993 was still only 78 percent
of their non-indigenous counterparts (see table 1-21). There is some evidence, however,
that the relative income position of extremely poor indigenous individuals has
deteriorated.

Table 1-21: Distribution of Family Characteristics by Ethnicity, 1993
Ethnic Group

Indigenous Non-Indigenous Overall
Average per capita consumption 247.4 317.4 291.8
Average family size 4.6 4.5 4.6
Average age of household head 60.5 41.9 43.8
Percent female-headed household 17.8 19.4 18.4
Average years of schooling of adults (18 & over) 8.5 11.0 9.8
Average years of schooling of household head 8.4 10.7 9.3
Average years of schooling of females 6.3 10.2 8.3
School attendance by school-age children (6-18)

Not attending (%) 31.1 15.3 17.5
Attending (%) 68.9 84.8.0 82.5

Percent attending tertiary 10.5 22.6 18.9
Institutions in age cohort 19-24 .
0oe: a. Tertiary includes all higher level institutions (university, teachers college, and college of science and

technology).
ource: Bolivia: Integrated Household Survey 1993.
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1.51 While there is little difference in the average family size of indigenous and non-
indigenous households, the average indigenous household head of household is
significantly older than his or her non-indigenous counterpart. More specifically, an
average household head in the indigenous group is quickly approaching the legal
retirement age of sixty-five. While the gender distribution of the urban population is
approximately equal for the bilingual indigenous and non-indigenous groups, the
monolingual indigenous group is overwhelmingly female (Alves and Patrinos 1995).
This reflects: (i) the age distribution-female life expectancy is higher; and (ii) the fact
that in the past indigenous people-especially females-were less likely to receive any
schooling.

1.52 There is a strong negative correlation between educational attainment and
indigenous origin, as well as between educational attainment and poverty. While the
education gap between indigenous and non-indigenous people appears to have
ameliorated somewhat-the difference in 1993 was estimated at two and a half years
compared to more than 3 years in 1989-it is still significant. Furthermore, poor
indigenous females continue to be the most disadvantaged group in terms of educational
attainment-in urban areas, there is nearly a four year difference between the average
education level attained by an indigenous female and a non-indigenous female. Most
discouraging, however, is the fact that 31 percent of urban indigenous school-age children
(ages six to eighteen) do not attend any formal educational institution. This extent of
non-attendance is nearly double that of the indigenous counterparts. It is likely that the
ethnic differentials in rural areas are even greater.

1.53 With regard to participation in the labor market, indigenous people have a higher
participation rate, along with a lower unemployment rate (see table 1-22). However,
there are significant income differentials between the indigenous and the non-indigenous
populations. The average urban indigenous male eams about 40 percent less than the
average non-indigenous male, and the urban indigenous female earns more than 50
percent less than her non-indigenous counterpart. Indigenous people are much more
likely to work in the informal sector-more than 70 percent compared to 60 percent of
the non-indigenous. A large share of the indigenous (about 40 percent) are employed in
the informal sector, whereas, the largest share of the non-indigenous are employed as
white-collar workers.
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Table 1-22: Distribution of Labor Market Characteristics by Ethnicity, 1993

Ethnic Group
Indigenous Non-Indigenous Overall

Labor force participation rate 70.0 56.2 62.5
Unemployment rate 5.9 8.7 7.3
Average monthly earnings 609.0 488.0 662.0
Average females hours worked per week 30.3 63.3 46.6
Average males hours worked per week 48.4 46.7 47.6
Percentage employed in informal sectora 71.1 59.0 65.2
Note: a. Includes domestics and family workers without pay.
Source: Bolivia: Integrated Household Survey 1993.

VIII. URBAN INCOME DISTRIBUTION AND EXIT TIME

1.54 As indicated, there is evidence that both urban income distribution and urban
consumption distribution have deteriorated during the last decade. Income distribution in
urban areas appears to have worsened during 1986-89 (see table 1-23). More recently, in
spite of little change in the poverty level, it is clear that consumption distribution has also
worsened in urban areas-the Gini index of consumption inequality has increased from
0.465 in 1989 to 0.482 in 1993.16 More specifically, the consumption shares of each of
the poorest 7 consumption deciles declined between these two years (see figure 1-6).

Figure 1-6: Distribution of Urban Consumption,
1989 and 1993
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1.55 Given the limited information on rural areas, it is more difficult to assess the
consumption distribution. Considering the predominance of rural poverty, further
analysis of the limited 1995 rural survey data suggests a substantial concentration of
consumption. With the estimated poverty rate of 87.7 percent, the Gini index of 0.451
means that there is a wide dispersion of consumption levels among the poor and the
extreme poor. The coexistence of widespread poverty and a skewed pattern of
consumption helps to explain why poverty is so severe and deep in rural areas. Finally, it
is interesting to note that there are wide variations in rural consumption distribution

16 While the 1993 figure (0.48) is somewhat lower than the regional median (0.52), it is still substantially higher
than other regional medians in a seventy country sample. Other regional medians include: (i) high performing
Asian countries: 0.38; (ii) other Asian countries: 0.41; and (iii) OECD countries: 0.37. See World Bank (1995).
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across the four departments-the Gini index ranges from a low of 0.345 in Cochabamba
to a high of 0.527 in La Paz.

Table 1-23: Estimates of Gini Index of Income Inequality, 1986 to 1995

Urban/ Unit of
Source Rural Analysis 1986 1989 1992 1993 1995
Poverty, Equity, and Urban Individual -- 0.465 -- 0.482 --

Income Study (WB) Household -- 0.474 -- 0.522 --

Rural Individual -- -- -- -- 0.451
Household -- -- -- -- 0.469

UDAPSO Urban Household -- 0.420 0.486 -- --

Psacharopoulos, et al. Urban Individual 0.516 0.525 -- -- --

ource: Staff calculations for this report, UDAPSO (1995), and Psacharopoulos, Morley, Fiszbein, Lee, and Wood
(1992).

1.56 Given the incomplete data sources, it is impossible to estimate the overall national
income distribution for Bolivia. However, it is possible to conjecture based on the
separate urban and rural distributions. When looked at separately in urban and rural
areas, the distribution of consumption does not look excessively skewed. However,
average real per capita consumption in rural areas is less than 25 percent of that in urban
areas (see appendix 1-2, table 1-26). This powerful evidence supports what is already
well-known-there are large urban/rural disparities in both income and consumption. It
is likely that an aggregate Gini index of consumption inequality would exceed the
regional median.

Decomposing the Links Between Poverty and Urban Income Distribution

1.57 As noted above, high levels of poverty will continue to pose obstacles for
sustainable long-run development. While moderate economic growth has increased the
income levels of selected subsectors of the economy, recent evidence suggests that the
poorest subgroups have not benefited from economic growth. This section decomposes
the changes in consumption distribution in urban areas during the period 1989-93 as those
changes relate to poverty.

1.58 The changes in the poverty rate over time can be attributed to two factors: (i) the
overall growth rate of the economy; and (ii) changes in the distribution of income. To
capture the importance of each of these separate effects, it is possible to first estimate the
poverty rate that would have resulted if incomes of all households had grown at the same
rate-that is, the average overall per capita income growth rate. This captures the growth
effect of the change in poverty. It is also possible to estimate the change in poverty due
to the change in income distribution by holding average income constant and estimating
the effect of movements in the Lorenz curve. This is known as the concentration effect.
To capture the effects of the interaction between the changes in growth and distribution,
there is a third residual factor. Comparing the growth and concentration effects provides
a sense of whether poor households gained more or less from growth than the rest of the
population. The incomes of different population groups can grow at different rates due to
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differences in other factors, including among others, access to capital and credit, access to
the labor markets, innate ability, and education level. The concentration effect measures
the importance of these forces.

1.59 In the urban areas, average per capita consumption expenditures grew in real
terms by about 2 percent during the period 1989-93 (see table 1-24). If this consumption
growth had been distributed neutrally, this would have implied an absolute reduction in
the level of poverty. However, as already indicated, this was not the case. The
population in the top three consumption deciles experienced net gains in real per capita
consumption, and the top two deciles increased their income shares. The rest of the
population-that is, the bottom seven consumption deciles-experienced net declines in
real per capita consumption. During 1989-93, it appears that the concentration effect
dominated the growth effect. While average household incomes grew substantially in
urban areas, they fell for poor households. As indicated, this is reflected in an increase in
the Gini coefficient from 0.465 in 1989 to 0.482 in 1993. Consequently, to achieve
substantial results in poverty reduction, there is a need for targeted policies to increase the
incomes of certain poor groups. Growth alone will not be sufficient, but any growth must
at least equally help both the poor and non-poor households.

Table 1-24: Changes in Per Capita Household Consumption Distribution, 1989 and 1993

Years
Per Capita Household 1989 1993
Consumption (PCHC) Mean PCHC Mean PCHC

Decile Share (current) (1993 prices) Share (current)
1 2.2 35.9 59.6 2.1 58.8
2 3.3 54.6 90.7 3.1 87.0
3 4.1 68.2 113.3 3.9 110.9
4 5.0 83.6 139.0 4.8 134.9
5 6.0 100.0 166.1 5.7 160.7
6 7.2 119.8 199.0 6.8 191.3
7 8.6 143.7 239.0 8.4 237.3
8 10.8 181.0 300.6 10.8 305.0
9 15.1 251.8 418.2 15.3 433.5
10 37.8 631.5 1049.0 39.3 1111.2

100.0 167.0 277.4 1 00.0 283.1
CPI Food 100.00 166.09
Gini coefficient 0.465 0.482
Population represented by 2,400 3,121
the sample (in thousands)
Source: Bolivia: Integrated Household Survey 1989 and 1993.

Exit Time

1.60 Another way to analyze the impacts of growth on poverty reduction is by looking
at exit times. Assuming constant and distributionally neutral growth of consumption, the
exit time measures the amount of time required for a particular poverty group to escape
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poverty. Estimated exit times under three growth scenarios are presented for the poor at
six different consumption scales (see table 1-25). The consumption data from the 1993
survey provides a baseline from which to simulate the effects that alternative
consumption growth rates might have on the speed with which the poor can escape
poverty. Under moderate assumptions-per capita consumption growth of 2 percent per
year-the least poor (that is, the decile of the poor closest to the poverty line) will escape
poverty in about two years. However, under this scenario the next decile will take a
significantly longer time to exit poverty (about twelve years) and the poorest of the poor
will take more than fifty years to exit poverty. Obviously, under a more optimistic
scenario-annual per capita consumption growth of 4 percent-the exit times are reduced
in half. The least poor would exit poverty in about a year and the poorest of the poor in
about twenty-five years. Conversely, under more pessimistic growth assumptions-
annual per capita consumption growth of only 1 percent-the exit times are doubled-
that is, to escape poverty will take nearly four years for the least poor, but more than a
century for the poorest of the poor.'7

Table 1-25: Urban Exit Time of the Poor Under Three Growth Scenarios

Exit Time Under Alternative Scenarios
Poverty Line of Per Capita Consumption Growth (years)

Population at Bottom Decile (in Bs) 1% 2% 4%
2nd Decile 74.8 219.9 108.4 54.5 27.5
3rd Decile 99.4 219.9 79.8 40.1 20.2
4th Decile 122.6 219.9 58.7 29.5 14.9
5th Decile 147.7 219.9 40.0 20.1 10.1
6th Decile 173.7 219.9 23.9 12.0 6.1
7th Decile 212.4 219.9 3.5 1.8 0.9
ource: Bolivia: Integrated Household Survey 1989.

17 Again, all estimates are based on the crucial assumption that the distribution of growth will be neutral.
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APPENDIX 1-1

TECHNICAL APPENDIX

A. INCOME BASED POVERTY MEASURES

1. Headcount Index: How do we measure poverty? The simplest way is to count
the number of people who are poor. The headcount index (H) is defined as the proportion
of people who are poor.

H = q/n

where: q is the number of poor people, and n is the population. This is one of the most
popular measures of poverty because it is easy to understand and interpret. However, one
shortcoming of this measure is that it is not sensitive to the depth of poverty-that is,
how far the poor's income falls short of the poverty line.

2. Poverty Gap (PG) Index: The poverty gap index is a measure which takes into
account the depth of poverty. The poverty gap index is measured by

I q

PG =-, (1 - y, I z)i
n j=,

where: y is per capita household income of the individuals (i = 1,2,...,q) who are below

the poverty line z. Alternatively, the poverty gap index (PG) may be defined as the

average poverty gap for the population, (z -y,/n)expressed as the ratio of poverty line

z.

3. Foster-Greer-Thorbecke (FGT) Index: One problem with the previous two
poverty measures is that they are not sensitive to the re-distribution of income among the
poor, and therefore violate the transfer axiom. An additively decomposable poverty
measure proposed by Foster 1984 satisfies the transfer axiom, and is given by:

Pa =-E (1 -y1 /Z)'
n -I

where: is per capita household income of the individuals (i = 1,2,...,q) who are below
yJ

the poverty line z, and ca is a non-negative real number with a magnitude indicating the
weight attached to the severity of poverty among the poorest of the poor. The FGT index
is sensitive to the distribution of income among the poor, and hence the severity of
poverty, for a>1. For a>1, the value of this index will increase whenever there is,
however small, some transfer of income among the poor population from a poor person to
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the less poor. In this study, we complement the headcount and poverty gap indices by the
distributionally sensitive Foster-Greer-Thorbecke P2 measure with a = 2.

B. BASIC NEEDS BASED POVERTY MEASURES

4. The Bolivian poverty map was created using the Unsatisfied Basic Needs Method
(NBI) with data from the 1976 and 1992 censuses. The conceptual framework behind the
methodology justifies the selection of goods and services tied with public policy areas as
they can be considered useful for identifying geographical, sectoral, and global deficits in
areas that can be affected by social policies.

5. Considering the data available, the following areas were identified as reflective of
basic needs:

a) Housing
b) Basic services and inputs for the household
c) Educational levels
d) Health care services

6. The NBI index for each household was constructed using the following
procedure:

3 One or more variables were selected in each area. For example, in housing,
the variables selected reflect the quality of the materials used for construction
of the floor, roof, and walls, and the areas available in the house.

- The levels for each variable were determined according to the underlying
level of satisfaction that the variables can bring. For example, the variable
floor was ordered hierarchically, according to the quality of the materials
used.

* A minimum level was defined for each variable-this is needed to determine
the unsatisfied basic need. For example, the minimum level for the variable
floor was brick or cement.

* Each level was given a value according to its distance from the norm.

* The standardized gap index was determined.

* The overall NBI index was determined using simple weights. The result was
a household index that measures the degree of satisfaction of basic needs.

7. The minimum levels established for each variable are presented below.
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Group A. Housing

Subgroup A. 1: Main building materials used in the construction of the house.

Floors: brick and cement
Roof: calaminay plancha
Walls: adobe revocado and wood

Subgroup A. 2: Areas available in the house

Norms were established for each room type according to its function.
Two rooms for every five persons or two and a half persons in each room.
One room for another use for every five persons.
One room used as a kitchen (exclusively).

Group B. Basic services and inputs for the household

Subgroup B. 1: Water and Sanitation services

Water Supply and Source. The minimum requirement established a minimum level of
adequate water supply. The minimum requirement for source is water from a public or
private pipeline outside the house, but inside the terrain, or water from a well connected to
the inside of the house through a pipeline.

Sanitation services.
Urban area: sanitation with sewerage system or septic room and either used only by the
members of the household or with instantaneous drainage system
Rural Area: sanitation with drainage system to a well or surface

Subgroup B. 2: Energy

Electricity: the house has electricity
Main type offuel usedfor cooking: liquid gas or electricity

Group C Education

Access: For persons between seven and sixteen, access to an institution of formal education
Literacy: For persons ten and older, the ability to read and write
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Years approved, by age groups:

Ag Years Approved
17-29 10
3044 8
45-98 5

Group D. Health

8. The minimum level established for health is access to care in an institution under
the Ministry of Public Health.

9. Simple weights were used for the overall aggregation. More specifically, 0.25 was
the weight for housing, basic services, education, and health. Furthermore, indexes inside
each area are simple averages constructed according to the number of variables used.

C. POVERTY OVER TIME

10. The impact of economic growth and income distribution on poverty were
analyzed using Foster-Greer-Thorbecke (FGT) indices of poverty incidence (hl), poverty
depth (pl), and poverty intensity (p2):

Pa = 1/n Yj=,, [(z-yi)/z]U (1)
where:

Pa is a poverty index which depends on a;
n is the total number of households;
q is the number of poor households,
z is the poverty line for y; and
yi is the income of the ith household.

11. It should be noted that: (i) when a is equal to zero, the Po index is equal to the
poverty headcount index (hl): Po=q/n; (ii) when a is equal to 1, the Po index is equal to
the poverty gap (pl); and (iii) when a is equal to 2, the Po index is equal to the poverty
gap squared, that weights poor families greater the further away they are from the poverty
line.

12. Changes in the pa index, attributable to growth or distribution effects, require the
estimation of Lorenz Curve parameters. The functional form of such a curve can be
summarized by:

L(P)-P=9P (1-P) (2)
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where:
P is the cumulative population distribution, ranked by income;
L(P) is the cumulative income distribution; and
0,B,d, are the parameters to be estimated by simple regression analysis.

13. In reduced form, the function L(O,B,d) or simply L represent the distribution of
income.

14. Variations in the indices between two periods can be attributed to additive effects
and a residual effect:

Paq)-Paq-j) = GE + DE + R (3)

where:
GE is the growth effect; and where the only parameter that changes is Y, which is

estimated by the general income average -or any other statistic-by the following
equation:

GE = (Y1,L.) - (Y.,L.) (4)

15. At the same time, DE represents the distribution effect, where L changes from one
period to another:

DE = (Y0,L1) - (Y0,Lo) (5)

16. R is the residual effect, that captures the simultaneous effects of both growth and
distribution effects.

17. Poverty exit time. An alternative way of observing the impact of growth and
distribution effects is the average time needed by the poor to escape poverty (Morduch
1994a and 1994b). This measure provides an estimate of the years needed to reach the
poverty line, given a constant rate of growth. The relationship between income (Yi) and
the poverty line (Z) can be summarized as follows:

z = y1 (l+g)'i for g>O (6)

where:
g is the growth rate of annual per capita income; and
t is the time needed for Yi to reach the poverty line.
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t= [ln(z)-ln(y;)] / ln(l+g) (7)

[ln(z)-ln(yj)] / g for g>O (8)

18. The exit time has been estimated by quartiles of the population, in order to make
the measurement more intuitive and easily understood. The average time needed to
escape poverty can also be estimated as a complementary measure to the FGT indices:

(i) average exit time of the poor:

PE = I/q S [ln(z) - ln(y;)] / ln(l+g) (9)

= I /q [ln(z) - ln(,u)] / ln(I +g) (10)

(ii) average exit time of the total population (poor plus non-poor):

HPE = 1/n S [ln(z) - ln(y1)] / ln(l+g) (11)

= 1/n [ln(z) - ln(pt)] / ln(1+g) (12)

where:
m is the arithmetic average income of the poor; and, therefore
ln((,u) is the average logarithm of income.

19. It should be noted that the growth rate g is trivial while it takes on positive values
and is undefined for g<0. For the latter case, the index would take on an infinite value
and affect non-poor households as well as poor households, as the income level drops.

20. The exit time measure can be applied to different subgroups of the poor
population-by labor group or sector of the economy-with different rates of growth.

D. RELIABILITY OF CONSUMPTION FIGURES

21. There is no doubt that consumption is superior to reported income as a measure of
welfare and poverty. The reliability of poverty estimates in this study depends on how
accurately the consumption data in the survey were gathered. Since the EIH was
designed as a multipurpose survey for monitoring living conditions broadly defined, the
entries collecting consumption expenditures are not designed as thoroughly as those in
other surveys (for example, the Income and Expenditure Household Survey (IEHS) used
for the periodic update of the Consumer Price Index weights). A comparison of the 1990
mean per capita consumption from these two data sources by income decile indicates that
consumption data in IEHS might be 10 to 70 percent higher than that in the EIH (Jimenez
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1995). This difference is about 30 to 40 percent in four cities, La Paz, El Alto,
Cochabamba, and Santa Cruz. With the adjustment for underreporting, urban poverty
rates in select cities might have been as follows, La Paz 43.5 percent as opposed to 60.3
percent; El Alto 53.6 percent as opposed to 73.3 percent; Cochabamba 50.2 percent as
opposed to 65.6 percent; and Santa Cruz 29.3 percent as opposed to 45.1 percent.

22. However, there are at least two mitigating factors which alleviate concerns about
the possible underreporting of consumption data in the IEHS. First, there is the issue of
optimal design of the questionnaire, in that practically there is a positive correlation
between the level of detail in the questionnaire and the aggregate consumption figure. If
more is asked, more information is obtained. Therefore, it is hard to know whether the
consumption figure in the Income and Expenditure Household Survey is more accurate,
and if so by how much. Second, a benchmark analysis of the consumption figures in the
EIH and in the Socioeconomic Household Survey indicates that the national consumption
levels implied by these two household surveys is in line with the Bolivia GNP figure.
Specifically, the urban per capita consumption of 283 Bs per month in 1993 is equivalent
to about US$1,045 per annum in 1995 prices (using the 1993-95 inflation rate and four
Bs to one U.S. dollar in 1995). The rural per capita consumption in 1995 (82 Bs per
month) is equivalent to US$247 per year. With the 58 to 42 urban and rural population
distribution split in 1995, the national average per capita consumption is estimated to be
about US$710, which is reasonable given the reported per capita GNP of US$760 in
1993.

Source: Bolivia: Integrated Household Survey (EIH) 1989, 1990 and 1993.
Bolivia: Limited Rural Household Survey 1995.
Bolivia: Income and Expenditure Household Survey (IEHS) 1990.
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APPENDIX 1-2

STATISTICAL APPENDIX

Table 1-26:
Poverty Lines, Average Per Capita Consumption, and Consumption Inequality, 1989 and 1995

Average Per Capita
Extreme Poverty Line Consumption
Poverty (current (1995 (current (1995 Gini-index

Department City/Area Line price) price) price) price) of Inequality
Urban areas -
October 1989 73.0 132.7 270.9 167.0 341.7 0.465
La Paz La Paz 77.5 140.9 288.2 178.4 364.9 0.435
Oruro Oruro 95.3 195.0 0.416
Cochabamba Cochabamba 73.8 134.2 274.6 192.9 394.8 0.468
Chuquisaca Sucre 144.9 296.5 0.411
Tarija Tarija 151.9 310.7 0.433
Santa Cruz Santa Cruz 68.0 123.6 252.9 211.9 433.6 0.475
Beni Trinidad 207.0 423.5 0.539
Pando Cobija -- -- --
LaPaz ElAlto 70.4 128.0 261.8 111.6 288.3 0.387
Potosi Potosi 94.1 192.4 0.377
August 1993 121.0 219.9 270.4 283.1 348.7 0.482
La Paz La Paz 128.7 234.0 288.2 342.4 421.8 0.524
Oruro Oruro 191.0 235.3 0.470
Cochabamba Cochabamba 122.6 222.9 274.6 252.6 311.2 0.454
Chuquisaca Sucre 305.8 376.7 0.511
Tarija Tarija 292.1 359.8 0.496
Santa Cruz Santa Cruz 112.9 205.3 252.9 377.5 465.0 0.440
Beni Trinidad 239.1 294.5 0.470
Pando Cobija 397.4 489.5 0.399
La Paz El Alto 116.9 212.5 261.8 197.5 243.3 0.392
Potosi Potosi 174.8 215.3 0.460

Rural Areas b-

May 1995 World Bank 119.2 158.9 158.9 82.2 82.2 0.451
1995

La Paz Camacho/Muneca 41.0 41.0 0.527
Cochabamba CapinotalArque 100.8 100.8 0.345
Oruro Saucari/Carangas 82.4 82.4 0.358
Potosi Linares/Saavedra 114.9 114.9 0.414

UDAPSO 1995 72.3 96.4 96.4 82.2 82.2 0.451
Note: a Analysis of 1989 and 1993 EIH consumption data indicates that urban households in the lower three consumption
deciles spend between 52 to 57 percent of their income on food items. Therefore in urban areas the Engel coefficient of 0.55
was used to derive poverty lines from the extreme poverty line; b. For the rural areas, the Engel coefficient for the rural poverty
line is 0.75.
Source: Bolivia: Integrated Household Survey 1989 and 1993, and Bolivia: 1995 Limited Rural Household.
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Table 1-27: Distribution of Family Consumption Expenditures by Poverty Groups, 1993
Poverty Group

Extreme Poor Poor Non-Poor Overall
Percentage sbare by poverty group

Population 29.3 32.3 38.4 100.0
Total consumption 8.8 18.8 72.4 100.0

Budget share within each poverty group
Total 100.0 100.0 100.0 100.0
Food 53.7 49.2 35.8 39.9
Non-food 46.3 50.8 64.2 60.1

Clothes & shoes 3.9 4.2 3.8 3.9
Housinga 15.6 16.0 17.8 17.2
Education 1.9 3.1 4.2 3.8
Health care 2.7 4.0 5.9 5.3
Electricity 3.5 3.2 2.6 2.8
Water 1.4 1.4 1.3 1.3
Fuel 3.5 3.0 3.8 3.6
Intra-urban transportation 7.7 8.9 5.0 6.0
Inter-city transportation 0.9 0.7 1.3 1.2
Communications 0.1 0.4 1.7 1.3

Distribution across poverty group
Food 11.9 23.2 65.0 100.0
Non-food 6.8 15.9 77.4 100.0

Clothes & shoes 8.9 20.4 70.7 100.0
Housing' 8.0 17.4 74.6 100.0
Education 4.4 15.4 80.2 100.0
Health care 4.5 14.4 81.1 100.0
Electricity 11.1 21.8 67.1 100.0
Water 9.4 20.6 70.0 100.0
Fuel 8.7 15.5 75.8 100.0
Intra-urban transportation 11.3 27.8 60.9 100.0
Inter-city transportation 6.4 11.7 82.0 100.0
Communications 0.6 5.2 94.3 100.0

Note: a. Housing expenditures for owner-occupied housing and other rental categories were estimated using a housing
demand function.
Source: Bolivia: Integrated Household Survey 1993.
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Table 1-28: Incidence, Depth, and Severity of Poverty by Key Demographic Characteristics, 1993

Extreme Poor Poor
Foster-Greer-

Thorbecke
Population Headcount Headcount Poverty Gap Index

Gender/Age Share(%) Index . Index Index (PG)c' (FGT P2) d

Female (overall) 100.0 28.8 61.1 25.8 13.8
0-9 23.5 37.3 71.1 31.9 17.7
10-19 23.5 32.8 66.3 28.8 15.5
20-29 16.7 23.7 58.1 22.7 11.7
30-39 13.9 28.0 58.4 25.1 13.4
40-49 9.8 25.3 56.8 23.0 12.1
50-59 6.0 18.7 47.9 18.3 9.3
60 & over 6.6 13.6 39.3 14.3 7.0

Male (overall) 100.0 29.9 62.2 26.6 14.2
0-9 25.6 38.0 71.2 32.8 18.4
10-19 24.0 34.9 68.3 29.8 16.1
20-29 15.8 23.5 57.6 22.7 11.5
30-39 12.8 26.5 56.3 23.5 12.3
40-49 10.2 23.9 57.3 22.9 11.8
50-59 5.8 22.7 51.9 20.5 10.7
60 & over 5.8 16.0 41.8 15.6 7.4

Note: a. Proportion of the population below an estimated extreme poverty line; b. Proportion of the population below an
estimated poverty line; c. Measures the depth of poverty or the difference between the poverty lines and the mean income o
the poor, expressed as a ration of the poverty line; d. Measures the severity of poverty amnong the poor. The value of this
index increases whenever there is an income transfer from a poor individual to a less poor individual.
Source: Bolivia: Integrated Household Survey 1993.
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Table 1-29: Housing Characteristics by Poverty Group, 1989

Poverty Group
Extreme Poor Poor Non-Poor Overall

Percentage share by poverty group
Household 22.4 30.1 47.5 100.0

Housing Tenure Type
Owner 50.6 56.6 62.7 58.1
Renter 20.9 16.5 13.8 16.2
Other 28.5 26.9 23.5 25.7

Crowded living condition (number 0.14 0.23 0.50 0.34
of bedrooms per person)

Percentage of separate kitchen 63.9 73.2 85.1 76.8
Type of dwelling unit

Detached unit 46.8 50.7 58.6 53.6
Apartment 0.1 1.4 11.2 5.8
Rented room/sublet part of a house 52.6 47.6 30.0 40.4
Hut/shack 0.4 0.3 0.1 0.2
Improvised unit 0.0 0.0 0.1 0.1

Source: Bolivia: Integrated Household Survey 1989.
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Table 1-30: Housing Building Materials by Poverty Group, 1989

Poverty Group
Extreme Poor Poor Non-Poor Overall

Percentage share by poverty group
Household 22.4 30.1 47.5 100.0

Material for the roof
Calamina (metal /plastic) 73.1 65.8 45.7 57.9
Slate (clay or cement) . 24.5 29.8 45.4 36.0
Concrete piece a 1.5 3.8 8.4 5.5
Straw, cane, or palm leaf 0.7 0.4 0.4 0.5
Wood 0.2 0.1 0.0 0.1
Other 0.0 0.1 0.1 0.0

Material for the wall
Plastered adobe 76.0 60.4 38.5 53.5
Adobe without plaster 6.8 2.9 0.6 2.7
Stone with lime, cement or clay 15.3 33.1 59.2 41.5
Cement brick or blockb 0.2 0.0 0.1 0.1
Wood b. 0.9 2.6 1.3 1.6
Cane, palm leaf or tree trunk 0.8 0.8 0.3 0.6
Other 0.0 0.1 0.1 0.1

Material for the floor
Wood c. 10.7 19.7 33.8 24.4
Mosaic, tile or vinyl 1.2 4.2 20.7 11.4
Cement ' 14.7 11.7 7.1 10.1
Brick c. 46.8 52.4 34.7 42.8
Bare ground 26.6 12.1 3.7 11.4
Other 0.0 0.1 0.0 0.0

Gte: a. Materials included for calculation of units with safe roof; b. Materials included for calculation of units with
safe wells; c. Materials included for calculation of units with safe floors.

uorce: Bolivia: Integrated Household Survey 1989.
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Table 1-31: Availability and Quality of Public Services by Poverty Group, 1989

Poverty Group
Extreme Poor Poor Non-Poor Overall

Percentage share by poverty group
Household 22.4 30.1 47.5 100.0

Percentage of connection to electricity 89.9 96.3 98.6 96.0
Water supply (public or private)

Inside housing compound 3.7 9.9 45.9 25.6
Outside housing compound, 59.3 68.5 44.5 55.0
but inside the building

Outside the building 18.5 10.5 4.0 9.2
Tanker truck 4.4 3.6 2.0 3.0
Well 9.8 5.6 2.7 5.1
River, lake, and other bodies of water 1.0 0.1 0.1 0.3
Other 3.3 1.9 0.8 1.7

Type of toilet
Toilet--exclusive use 24.3 43.0 69.6 51.5
Toilet--shared use 25.0 31.8 22.2 25.7
No toilet 50.6 25.2 8.2 22.8

Method of disposing of sewage
Public sewerage system 59.0 57.4 71.8 65.7
Septic tank 8.1 12.3 16.1 13.8
Other 32.9 30.3 12.1 20.4

Source: Bolivia: Integrated Household Survey 1989.





2. SOCIAL EXPENDITURES AND SOCIAL SERVICES

I. TRENDS IN SOCIAL EXPENDITURES

Total Expenditures

2.1 After more than doubling Table 2-1: Trends
between 1986 and 1987, social in Social Sector Expenditures, 1986 to 1994
sector expenditures increased by |_Annual Averages
about 9 percent a year between 1986-87 1988-90 1991-94
1988 and 1990.' During this As % of Total Expenditures
same period, expenditures in Education 15.9 24.5 22.6

non-social sectors actual Health & Social Security 5.6 11.4 9.7non-social sectors actually Basic Sanitation & Housing 0.2 0.2 0.2
declined on average by 3.5 Employment 0.7 1.6 1.8
percent a year. Since 1991, Other Social Sectors 1.6 2.0 1.8
social sector expenditures have Total Social Sectors 24.0 39.7 34.6
increased at a slightly greater Total Non-Social Sectors 76.0 60.3 65.5
inrae-ase aterag slghl greater2 As % of GDP
rate-an average of about 12 Social Sector Expenditures 3.3 5.1 6.4
percent a year. Public Non-Social Sector 10.4 7.8 12.2
expenditures in non-social Expenditures
sectors have increased by an Source: UDAPSO, INE.

average of more than 20 percent per year. As a result, in terms of total public
expenditures, the share of expenditures in the social sectors increased during the period
1988-90, averaging almost 40 percent (see table 2-1). The share of social sector
expenditures in total expenditures subsequently declined during the period 1991-94, and
have averaged about 35 percent of total expenditures. Despite the overall fiscal
adjustment, in terms of GDP, social sector expenditures have steadily increased since
1986 and in recent years have averaged about 6 percent of GDP.

This Background Paper was prepared by Deborah Bateman and draws on UDAPSO (1995) "Bolivia:
Access to Social Services," a paper prepared for this report.

Given the various sources which provide financing to the social sectors, it is difficult to provide definitive
estimates of total social sector expenditures. The various sources include: (i) both current and capital
expenditures contained within the budget, including Treasury (Tesoro General de La Naci6n-TGN) financing
and international donor financing for investments and special programs; (ii) the various social development
funds-fondos-Fondo de Inversion Social (FIS), Fondo Nacional de Desarrollo Regional (FNDR), and Fondo
de Desarrollo Campesino (FDC); (iii) the Social Security system; and (iv) resources and programs administered
by NGOs. This particular discussion is based on TGN-financed expenditures (which historically have primarily
been current expenditures) expressed in current US$.
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2.2 Education has consistently absorbed the largest share of resources among the
social sectors, averaging between 60 and 70 percent or between 2 and 4 percent of GDP.
As discussed below, at least in primary and secondary education, wages and salaries have
accounted for the vast majority of expenditures in the sector. Expenditures in health and
social security have averaged between 25 and 30 percent of total social sector
expenditures, with other social sectors (including basic sanitation, housing and
employment) accounting for the remaining small share.

Table 2-2: Social Sector Capital Expenditures, 1990 to 1994
Capital As a Share of As a Share of Social As a

Expenditures: Total Capital Sector Capital Share of
1990-94 a. Expenditures Expenditures GDP

Urban & Housing 29,501 5.3 29.6 0.39
Basic Sanitation 37,852 6.8 38.0 0.57
Education 8,290 1.5 8.3 0.12
Health & Social Security 23,926 4.3 24.0 0.37
Total Social Sectors 99,568 17.8 100.0 1.45
Total Investment 446,996 100.0 I_8.60
Note: a. Average annual capital expenditures in millions of U.S. dollars during the period 1990-94.
Source: Ministry of Finance, UDAPSO.

Capital Expenditures

2.3 During the 1990s, capital expenditures in the social sectors has averaged less than
20 percent of total investment or about 1.5 percent of GDP (see table 2-2). Among the
social sectors, basic sanitation has received the largest share (38 percent), followed by
urban development and housing (30 percent), health and social security (24 percent), and
education (8 percent).

2.4 Since 1990, the geographical distribution of capital expenditures in the social
sectors have been more or less in line with demographic patterns (see table 2-3). Based on
rank correlation analysis, there has been a strong positive correlation between population
distribution and the distribution of social sector capital expenditures (A), implying that
those departments with the largest population shares also received the largest shares of
social capital expenditures. However, as evident in the table, there has been a strong
negative correlation between total social capital expenditures and the poverty level (B),
implying that during the 1990s the poorest regions have received the smallest shares of
social capital expenditures. Finally, there has been little correlation between per capita
social expenditures and poverty level (C).

2.5 At the departmental level, there has been a weak relationship between basic needs
and subsectoral capital expenditures.2 With very few exceptions, at best there has been a
weak relationship between departmental needs-that is, access to housing, basic services,

2 Within each department, this analysis looked at the relationship between the allocation of capital expenditures in
the housing and urban, basic sanitation, education and health sub-sectors and the corresponding access to service
as measured by the corresponding component of the basic needs indicator.
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education and health-and social capital expenditures.3 More specifically, during the
period 1990-94 there has been a positive relationship between subsectoral capital
expenditures and needs only in the department of Oruro and negative relationships in the
cases of Pando and La Paz.

Table 2-3: Social Sector Capital Expenditures by Department, 1990 to 1994
Social Sector Per Capita Social Incidence of

Capital Expenditures Population Capital Expenditures Poverty '
Department Amount Share Rank Share Rank Amount b Rank NBI Rank
La Paz 22,089 27.7 1 29.6 1 11.6 7 70.5 6
Santa Cruz 17,191 21.6 2 21.2 2 12.6 6 58.0 9
Cochabamb 7,253 10.4 3 17.3 3 7.5 8 70.8 5
Tarija 8,274 9.5 4 4.5 7 26.0 2 66.3 8
Chuquisaca 7,569 9.1 5 7.1 5 16.0 3 76.8 4
Oruro 4,773 6.0 6 5.3 6 14.0 4 70.3 7
Potosi 4,008 5.0 7 10.1 4 6.2 9 80.0 2
Beni 3,526 4.4 8 4.3 8 12.8 5 77.4 3
Pando 1,746 2.2 9 0.6 9 45.9 1 80.6 1
Total d. 398,273 100.0 100.0 12.4 69.8
Rank Correlation Measures
Social Capital Expenditures

(A) Population 0.85
(B) Incidence of Poverty -0.75

Per Capita Social Capital Expenditures
(C) Incidence of Poverty 0.02

Note: a. Average annual values in millions of U.S. dollars during the period 1990-94; b. Average annual per capita
expenditure during the period; c. Unsatisfied Basic Needs Index; d. Departmental numbers do not add up to total due
to some multi-departmental investments.
Source: Ministry of Finance, INE, UDAPSO.

Popular Participation and Decentralization4

2.6 One objective of the current government is to promote greater citizen participation
in public decisionmaking through popular participation and decentralization. To address

3 For the period 1990-94, in each department the subsectoral distribution of investment was ranked among the four
subsectors-housing and urban, basic sanitation, education, and health-with the subsector receiving the greatest
amont of investment ranked as one. Similarly, the different subcomponents of the unsatisfied basic needs
indicator-housing, basic services, education, and health-were ranked with the worst (that is, lowest access)
component ranked as one. A strong positive correlation indicates that the "most lacking" services in the
department received the largest shares of investment. A strong negative correlation indicates that the "least
lacking" services received the largest share of investments. In this case, it is possible that large investments in
the right areas had resulted in better provision of these services. This analysis reveals a negative correlation in
eight of the nine departments.

4 As the Decentralization Law is recent (July 28, 1995) and the details for its implementation are still being
developed, this section concentrates on Popular Participation. However, the Decentralization Law will have
major implications for the social sectors. Among other things, it stipulates that the Prefectura (the representation
of the executive branch in each department) will: (i) develop and execute the economic and social development
plans; and (ii) manage, supervise, and control human resources and budget assigned for personnel services in
education, health, and social assistance.
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rural poverty alleviation and economic development, the intent is to incorporate the rural
and indigenous communities into the country's political and economic processes and
empower them sufficiently to plan, implement and supervise their economic
development.

2.7 The Ley de Participaci6n Popular (LPP -enacted in April 1994) is the legal
framework to introduce and apply the participatory planning process. This law calls for
the "municipalization" of the country, the decentralization of political authority and a
more equitable distribution of public resources. As such, this is a departure from the
traditionally highly-centralized government structure, where fiscal allocations were
subject to the discretion of national authorities. In the past, 90 percent of public funds
went to the three major urban centers. Currently and in the future, allocations of TGN
funds for the municipalities-Coparticipation Funds-are based on population. It is
expected that the share of resources allocated to the rural municipalities will increase
from less than 10 percent (that is, the average prior to 1994) to approximately 50 percent
of coparticipation funds. To receive funds, municipalities must submit annual operative
plans and detailed municipal budgets to the central government.

2.8 Implementation of this program will likely change social sector expenditure
patterns and the delivery of social services in the coming years. For the majority of
municipalities, the availability of coparticipation funds means a considerable increase in
resources. In 1994, actual disbursements of the Fondo de Desarrollo Campesino (FDC)
and Fondo de Inversi6n Social (FIS) were around US$50 million and municipal
investments through popular participation were approximately US$33 million, of which
US$27 million were investments in social sector projects. Total coparticipation funds
available for distribution in 1995 were about US$210 million, and it is estimated that
approximately US$150 million have been invested in the social sectors. Not only are
there significant resources available to municipalities for financing investments, but more
importantly, the LPP gives new responsibilities and authority to local institutions to
develop a demand-driven process for directing social and economic development.

2.9 Although it is too early to analyze the effects of the popular participation program,
there is a noticeable difference between the early pattern of municipal investments and
national investment with regard to the social sectors (see table 2-4). During the period
1990-94, capital expenditures in social sectors averaged less than 20 percent of total
capital expenditures. However, during 1994 and 1995 it is estimated that about 85
percent of municipal capital expenditure were in the social sectors. Among the municipal
capital expenditures, the largest share is expected to be in urban and housing in all
departments with the exception of Potosi, with the basic sanitation subsector receiving the
next largest share in six of the nine departments.5 For 1995, it is estimated that resources

Based on the rank correlation analysis, there is a positive, although weak, correlation between subsector
municipal capital expenditures and the components of the basic needs indicator in six of the nine departments.
In the case of La Paz, there is a strong negative correlation and in the case of Chuquisaca there is no correlation.
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will finance about 45 percent of municipal capital expenditures, with external financing
(19 percent), the own resources of municipalities (17 percent), and other internal sources
accounting for the remainder.

Table 2-4: Municipal Investment in Social Sectors, 1994 and 1995
Total Social Sector Capital Expenditures

Capital Per Basic Urban &
Department Expendituresb* Share' Capitad Health ' Education' Sanitationt Housinge
La Paz 34.6 80.0% 14.0 1.4% 10.4% 12.7% 55.5%
Santa Cruz 36.9 91.8% 22.3 3.7% 13.6% 20.2% 54.4%
Cochabamba 25.7 82.6% 17.8 2.8% 11.6% 18.5% 49.8%
Tarija 7.1 91.8% 20.7 2.7% 18.4% 20.0% 50.7%
Chuquisaca 11.7 75.4% 18.7 8.4% 19.5% 7.0% 40.4%
Oruro 8.5 93.0% 22.7 1.1% 18.2% 31.6% 42.2%
Potosi 7.6 84.5% 9.9 4.0% 38.4% 12.1% 30.0%
Beni 7.7 86.6% 22.0 1.9% 35.2% 13.1% 36.4%
Pando 0.6 91.0% 14.3 0.7% 3.4% 13.6% 73.3%
TOTAL 140.2 85.2% 17.6 3.1% 15.9% 16.8% 49.5%
Note: a. 1994 figures are preliminary; 1995 figures are proposed investments based on approved municipal plans; b.
Average annual total municipal capital expenditures in millions of U.S. dollars for the period 1994-95; c. Social sector
capital expenditures as a share of total expenditures; e. Average annual per capita social capital expenditures 1994-95; e.
As a share of total municipal capital expenditures.
Source: Ministry of Finance.

In summary

* Social sector expenditures-both current and capital-have been relatively low, but
more importantly have not been directed toward the most needed areas.

. There are likely to be changes in the patterns of capital expenditures with the
introduction of the Popular Participation program-that is, capital expenditures in the
social sectors will likely increase. There are no incentives or programs to guarantee
that these investments will be directed toward the most needed areas.

* Discussed in more detail below, resource allocations within many subsectors have
been inefficient.

* The key sector for developing the human capital endowment of the country-
education-has not received sufficient allocations of resources in the past.

II. EDUCATION

Introduction

2.10 There is both public and private provision of education. Although an extensive
system of private education exists, in rural areas private schools are scare and in urban
areas there are few programs which provide opportunities for the poorer segments of the
population to attend private schools. As such, predominantly non-poor families tend to
send their children to private schools and the vast majority of the poor attend public
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schools, the focus of this Table 2-5: Poverty Category
section (see table 2-5). The and Attendance in Urban Areas, 1993 '.
current status of the public Percent Extreme
education system is well Attending: Poor Poor Non-Poor Overall

Public Schools 94.0% 81.2% 40.8% 71.7%
known and has been well- Private Schools 6.0% 18.8% 59.2% 28.3%

documented. Although Note: a. Ratios are based on students enrolled at the pre-basico, bdsico,
primary education-i.e., five intermedio, and medio levels. These urban findings are consistent with
years bdsico and three years the urban/rural public/private findings based on the Mapa Educativo

Basico, which estimates that 88 percent of total students attend public
intermedio-is mandatory, on schools and 12 percent attend private schools.
average the adult population Source: Bolivia: Integrated Household Survey 1993.

has had less than five years of schooling and about 35 percent has finished primary
school. Among the most striking education indicators include the following:

* High Illiteracy - About 20 percent of the adult population are illiterate (have never
attended school) while 35 percent are functionally illiterate, with illiteracy most
prevalent in rural areas and among females. Seventy percent of illiterates live in
rural areas, 68 percent are women; often female illiteracy in rural areas is 100
percent. Persistent high rural female illiteracy rates are in part responsible for
continuing high infant and child mortality and morbidity, and high fertility rates. The
total fertility rate for women with only a basic education has been estimated as six
live births, whereas the corresponding rate for woman who have completed a
secondary education is less than three.

* Low Enrollment - Coverage of the system ranges from 60 percent of children six
through fourteen years old in rural areas to 87 percent in urban areas.7 Overall,
enrollment has been high in urban areas and low in rural areas, particularly after the
first five years.8 In urban areas, female enrollment ratios are similar to male
enrollment ratios, although in rural areas female enrollment lags far behind.
Furthermore, in rural areas, only about 9 percent of the population attend one year of
school beyond the primary level, there are big losses between various levels and after
the basic level there is a sharp disparity between male and female transition ratios.
More specifically, only 1 percent of girls who enroll in the first grade eventually
finish high school. Factors posing barriers to access for girls include: (i) a lower
value placed on girls' education by parents, resulting in unwillingness to pay any
required costs; (ii) security concerns, especially where the teacher is male or the
distance to school is relatively great; and (iii) schools in most rural areas offer only
three grades.

6 See World Bank (1993a).

7 These are gross enrollment figures and include repeaters. Data for attendance by age and grade are insufficient
to permit calculation of net coverage which is substantially lower.

8 For example, the net urban ratio at the intermedio level is five times the corresponding net rural ratio, whereas
the net urban ratio at the medio level is twelve times the corresponding net rural ratio.
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* High Dropout and Repetition - High dropout rates (only 43 percent of children
enrolled in primary school in urban areas and 11 percent in rural areas continue
beyond the fifth grade) and high rates of repetition (between 23 and 31 percent for
primary grades) contribute to the high levels of functional illiteracy among school
leavers and even among graduates.

2.11 These results reveal a system that provides inadequate coverage and relatively
low-quality education. The underlying causes are interrelated and include demand-side
factors-such as illiteracy of the parents, absenteeism in rural areas due to children's
participation in crop or livestock tending, and poor nutrition-as well as supply-side
factors-that is, elements inherent in the education sector itself. The deficiencies of the
system have also been well-documented, and reveal a system failing to meet minimum
standards or goals of efficiency, effectiveness, equity, and access. The problems inherent
in the system are in part caused by the following:

* Inappropriate and inefficient management of sector financing, including insufficient
allocation of resources to primary education (discussed below) and over-allocation of
resources to tertiary education. Along with high repetition rates, this has led to high
costs per graduate at each level, ranging from US$863 at the primary level to over
US$35,000 at the university level, where graduation rates average 4.4 percent of those
initially enrollment.

* Weak administration, including: (i) a complex administrative structure; (ii) an
extremely centralized decisionmaking authority; (iii) a lack of appropriately trained
personnel in teaching and administrative positions; and (iv) encroachment of the
teachers' union into many aspects of human resource management.

* Exclusion and alienation of the primary beneficiaries-parents and communities-
from participating in the decision-making process and from the right to scrutinize the
provision of educational services.

* Various barriers to access and obstacles to education attainment, including
inappropriate or irrelevant content, inadequate provision of textbooks and
instructional materials, inadequate teacher training, and deficient infrastructure (that
is, school facilities), which primarily affects rural populations.

Demand Analysis

2.12 To help explain why children do not attend school, demand analysis was carried
out to identify the characteristics of families which affect the likelihood that children will
attend school. Models of demand for the different levels of education have been
estimated separately using urban and rural household data.9 In urban areas, the results of

9 The independent variable in each of these models was enrollment and the dependent variables were: gender, age
of prospective students, household size, languages spoken, recent migration, education levels of parents, and per
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these estimations vary depending on the level of education, but at all levels the age of the
student is positively related to enrollment (see table 1-6). This can be explained by the
fact that older students are more likely to be enrolled because of late entry and repetition.

2.13 While at the basico level, the education levels of both the mother and father are
positively related to enrollment; at the intermedio and medio levels only the education
level of the father is significant. At all levels, recent migration is negatively associated
with enrollment; this is not significant at the basico level. For all levels above basico
gender (male) and language (Spanish speaking only) are positively associated with
enrollment. Finally, at least in the case of public schools in urban areas, this analysis is
inconclusive about whether or not household income is a key barrier to enrollment.

Table 2-6: Factors Explaining Urban and Rural School Enrollment, by Level, 1993
Bdsico InJermedio Medio

Urban Rural Urban Rural Urban Rural
Mother's Education + + + +
Father's Education + + + + +
Age + ± + + +

Gender (Male) + + + + +
Household Size
Recent Migration
Language (Spanish speaking only) + + + +
Household Income + +
Source: UDAPSO (I 995a).

2.14 The results of the models of rural demand are similar. At the basico level, there is
a strong positive relationship between enrollment and age, gender (male), language
(Spanish speaking only) and mother's education level. These same factors are important
at the intermedio level; the education level of the father is also significant. At most levels
in rural areas, household income is an important factor and poorer households are less
likely to send their children to school. Finally, at the medio level the education levels of
both parents, and gender (male) are important.

2.15 In summary, overall the most consistent predictors of low enrollment are low
education levels of both parents, speaking of indigenous languages only and gender
(female). The association between low enrollment and low education levels of both
parents may signify: (i) low parental valuation of education and resulting low educational
aspirations for children; (ii) misreading of labor market realities particularly in segmented
labor markets; and (iii) higher opportunity costs of child labor. As previously indicated,
reasons for low female enrollment include: (i) a lower value placed on girls' education by
parents; (ii) security concerns; and (iii) limited offerings in rural schools. The strong
relationship between low enrollment and recent migration in urban areas likely reflects

capita household expenditures. While it is recognized that it is hard to separate demand-side from supply-side
factors, especially in the current environment where there is low quality and high teacher absenteeism,
nevertheless, this analysis attempts to identify the most important demand factors.
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the higher opportunity costs of child labor. Furthermore, the strong relationship between
low income and enrollment in rural areas suggests that rural scholarship programs, free
provision of educational materials or rescheduling of classes to reduce the opportunity
costs may be needed.

2.16 Although not borne out in the above analysis, additional analysis suggests that
even in urban areas part of the lack of demand for public education can be attributed to
the high private costs of public education-both direct and opportunity costs.10 In 1990,
average urban household expenditures-official fees, and costs of textbooks, paper,
uniform, transport, and so on-per student per year in public primary school were
estimated to range from US$25 to US$38 or between 4 and 6 percent of average annual
per capita income.11 More recent analysis suggests that urban households in extreme
poverty spend slightly over 2 percent of household income on education-not including
costs for transport and uniforms-compared to about 2.5 percent for poor and non-poor
households. 12

Expenditure Patterns

2.17 As indicated, inappropriate and inefficient management of financing for the
education sector has been identified as one of the major causes of the poor results. In
1994, public resources devoted to education were equal to 4 percent of GDP or about 22
percent of treasury-financed expenditures. Although this is a significant increase over
past spending (averaging 2.9 percent of GDP from 1986 to 1991), it is still low given the
current state of the system.

2.18 Equally important, however, is that there has
been misallocation of resources within the education Dr Table 2-7:Distribution of Resources, 1992
sector. Resource allocation has been strongly Primary 41
skewed toward tertiary education, with Secondary 9 %
underallocations to the primary and secondary levels Universities 30%
(see table 2-7). By international standards, the total Administration 20%
allocation to the primary and secondary levels is Source:UDAPSO (I 995a).

low-that is, average allocations in developing countries are 37 percent to primary and 44
percent to secondary. Conversely, the allocation to universities is extremely high by

10 See UDAPSO (1995a), and for a discussion of the opportunity costs see Background Paper No. 3, "The Labor
Market: Increasing the Labor Productivity of the Poor."

While these cost are high for the average household, they are especially high for households in extreme poverty
which spend more than 50 percent of their consumption on food. Although it is likely that households in rural
areas spend less on education, the costs are still believed to be high given that rural households are involved in
the informal and agricultural sectors with fluctuating incomes, strong intermediate needs, and greater dependence
on child labor.

12 These figures are based on an analysis of the 1993 urban household survey and include only households with
children in public schools. If households with children in private schools are included, average spending
increases for all household categories.
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international standards, in part because the level of cost recovery is among the lowest in
the world.

2.19 Of the total resources allocated to pre-university education, 95 to 98 percent is
absorbed by salaries of teachers and administrative personnel, while the remaining 2 to 5
percent must be used for operating costs, including electricity and water. There have
been no allocations for maintenance of infrastructure; allocations for materials and
textbooks have been insignificant since 1980.13 At the same time, average teacher
compensation is low, averaging about US$1,250 per year, as is productivity-the average
teacher's work week is only 15 hours of class time.

Incidence Analysis

2.20 As indicated previously, poor households account for about 80 percent of
enrollment in public primary and secondary schools, but only account for about 40
percent of enrollment at the university level. However, even including public
expenditures on universities-which are more beneficial to the non-poor-the poor
overall benefit from about 66 percent of total public expenditures on education (see table
2-8). Given that poor households account for about 53 percent of total households and
56 percent of total consumption, it would appear that public expenditures on education
are progressive. Furthermore, the share of education expenditures of the poor (53.9
percent) is slightly lower than their corresponding share in total expenditures (56.4
percent). This implies that expenditures on education by the poor are not way out of line
with total expenditures.

Table 2-8:
Distribution of Expenditures on Public Education by Poverty Category, 1993

Public Private
Expenditures on Education Expenditures

Household Household Not Including Including On Public
Category Distribution University University Education Overall
Extreme Poor 22.4 42.3 31.0 17.0 20.9
Poor 30.1 38.4 35.0 36.9 35.5

Subtotal .52.5 80.7 66.1 53.9 i 56.4
Non-Poor 47.5 19.3 33.9 46.1 43.6
Total 100.0 100.0 100.0 100.0 100.0
Note: a. These distributions are only for those households with children attending public schools.
Source: Bolivia: Integrated Household Survey 1993.

13 The average allocation for salaries in Latin America is about 75 percent and ranges from 60 to 85 percent. In
rural areas, the communities themselves are generally responsible for school maintenance, while in urban areas,
parents' groups undertake maintenance and often contribute materials to compensate for the underallocation of
resources.
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The Education Reform Program

2.21 The government's goal for the education sector is to raise the average education
level of the population sufficiently to transform it into one of the driving forces in
Bolivia's economic development. To achieve this, in the next twenty to twenty-five years
the system must achieve full coverage at the primary and secondary levels and reach
internationally competitive levels of quality and performance at all levels. In view of the
current conditions and level of performance, to achieve these goals the government has
prepared and launched a major reform of the sector.14 The following major changes will
be introduced through the reform: (i) establishment of a flexible institutional framework
with incentives that encourages efficient use of resources; (ii) participation of local
communities in the educational process; (iii) rationalization of sector financing; (iv)
improved management of public universities, including the use of cost recovery; (v)
incorporation of cultural diversity in the educational process; and (vi) upgrading of
existing primary and secondary education infrastructure and provision of new
infrastructure.

2.22 Although the education reform was only inaugurated in July 1994, some progress
has already been achieved. A number of the important goals of the reform have been
carried out, including the training of departmental and district directors, training of
specialists in bilingual education, production of instructional manuals for bilingual
education, selection and hiring of pedagogical advisors, production and distribution of
new guidelines for curriculum and pedagogical methods to school principals and teachers,
purchase of reading and reference books, design of the management information system,
and implementation of a new assessment system at the classroom level. Progress has also
been made in the introduction of decentralized organization, rationalization of
administrative staff at the central and departmental levels, as well as the improvement of
both teacher productivity and school-level oversight by school boards. In order to
support the efforts at bilingual education, the SNC has carried out a national competition
to translate texts into Quechua, Aymara, and Guarani.' 5

In summary

* Educational indicators, most notably literacy, are low compared to regional averages;
most indications are that the most disadvantaged group is females, especially in rural
areas.

14 A technical team, the Equipo Tecnico de Apoyo a la Reforma Educativa (ETARE), was established in June 1991
to design the reform proposal. The Education Reform Law, which transforms the system through restructuring it
and improving the quality of education, was passed by the Congress in July 1994 and the reform was officially
launched with the beginning of the 1995 school year. This section only attempts to describe the spirit of the
reforn. For additional details, see World Bank (1993a, 1994c).

15 For more information, see Ministerio de Desarrollo Humano (1995b).
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* Public expenditures have been low and resources within the sector have been
misallocated.

* Although the evidence is mixed in urban areas, it appears that for the rural poor the
private costs-both direct and opportunity costs-of public education are high and
pose a barrier to enrollment, especially for females.

• While the education reform is the first step in the right direction, more emphasis
needs to be placed on achieving universal primary education, especially among
females and in rural areas.

III. HEALTH AND NUTRITION

Introduction

2.23 As in the case of Table 2-9: Use of
education, the health care system Health Services by Urban Household Category, 1993
in Bolivia consists of public and Extreme Non-
private providers. Private health Poor Poor Poor Total

facilities are concentrated in urban Public8 71.6 70.6 51.8 61.7
Private Clinics 16.7 20.7 38.2 28.3

areas and are predominantly used Home Care/Other 11.7 8.7 10.0 10.0

by the non-poor (see table 2-9). Total 100.0 100.0 100.0 100.0
Note: a. Users of hospitals, health care centers, and sanitary posts.

2.24 Public health care is | Source: Bolivia: Integrated Household Survey 1993.

provided both through the Secretaria Table 2-10: Use of
Nacional de Salud (SNS) and the Instituto Different Health Service Providers, 1992
Nacional de Seguros de Salud (INASES), Share of Population
which includes seven Cajas de Salud and ten Provider Using Services (%)
Seguros Integrales. The SNS-the largest SNS 30
provider-operates hospitals, health centers Private 20
and health posts.16 The Social Security Social Security 14Pharmacies 7
system is the next largest provider of health NGOs 3
services and operates hospitals for insured Traditional medicine 12
workers, pensioners and their dependents, No formal services 14
with benefits including free diagnosis, Source: 1992 National Census on Population and

therapy, and drugs. In addition to the private Housing, INE.

health care system, approximately 300 non-governmental organizations (NGOs)
supplement the public system, by providing limited health services in urban and rural
areas. Despite the variety of health care providers, it has still been estimated that only
two-thirds of urban households and one-half of rural households have access to formal
services. For those lacking access to formal services (primarily the poor in rural areas)
traditional and informal medical care (mainly self-care) is prevalent (see table 2-10). In

16 Health centers are operated by a doctor, but offer limited services and have limited laboratory equipment. Health
posts also have limited equipment and are generally run by a nurse's aide.
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contrast to education, there seem to be more problems of inadequate supply in the health
sector.

2.25 Although showing some improvement over the last decade, the health and
nutrition indicators of Bolivia remain among the lowest in the region (see table 2-11).
Infant and maternal mortality rates are very high-almost twice the regional average-
and are associated with high fertility, poor health conditions of mothers and lack of
prenatal and delivery care. As indicated previously, these in part result from the high
female illiteracy rates, especially in rural areas. Furthermore, moderate to severe
malnutrition among children in Bolivia is high compared to other countries in the region.
Based on analysis for 1992, malnutrition is worse only in Ecuador and Mexico.17

Table 2-11: Bolivia: Health Indicators by Area, 1994
Indicator Urban Rural Overall

Life Expectancy 60
Global Fertility Rate (live births per woman) 3.8 6.3 4.8
Infant Mortality Rate (per 1,000 live births) 58.0 94.0 75.0
Under 5 Mortality Rate 104.0 162.0 116.0
Maternal Mortality Rate (per 100,000 live births) 262.0 458.0 390.0
Chronic Malnutrition Rates 20.9% 36.6% 28.3%
Severe Malnutrition Rateb' 11.6% 20.4% 15.7%
Incidence of Child Diarrhea 30.9% 28.7% 29.9%
Incidence of Respiratory Diseases 18.6% 17.4% 18.0%
Total Vaccination Coverage 44.4% 28.4% 36.6%
Prenatal Care 67.9% 35.5% 52.5%
Assisted Births 66.2% 26.2% 47.2%
Use of Modern Contraceptives 25.3% 6.9% 17.7%
Note: a. Based on size per age for those children between the ages of 3 and 36 months. b. Based on weight per age
for children below the age of 3 years.
Source: UDAPSO, INE, and The World Bank (1993).

2.26 Some of the underlying causes affecting the inadequate supply of health facilities
include:

* Inappropriate technical and administrative structures for an integrated health system,
including a limited ability to determine appropriate health services, especially for
rural areas. This includes a rigid model which cannot be adapted to the large regional
differences in the country.

* Insufficient and inefficient distribution of human resources, especially in rural areas.

7 This analysis is of moderate to severe malnutrition for 1986-92 among children below the age of five. The
percentage of malnourished children in Bolivia was estimated at 12 percent compared to Ecuador (16.5 percent),
Mexico (13.9 percent), Nicaragua (10.9 percent), Peru (10.4 percent), Colombia (10.1 percent), Venezuela (9.7
percent), Brazil (7.0 percent), Uruguay (6.5 percent) and Paraguay (4.2 percent). This work also analyzes the
correlations between malnutrition and other factors, including education (54 percent), basic sanitation (32
percent), fertility rate (29 percent), and access to health facility (25 percent). As indicated by the results in
parentheses, the strongest correlation is between nutrition and education. See Ministerio de Desarrollo Humano
(1994b).
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* Lack of financing for services and health programs and inadequate use of resources in
existing facilities.

* A number of disjointed health-related programs lacking coherence and
coordination-in general, lack of an overall comprehensive sectoral strategy and a
lack of priorities within the sector.

2.27 Aware of the situation in the sector, the government plans to undertake a
comprehensive health reform. Prior to inaugurating this reform, a diagnostic study will be
undertaken to identify the priorities and the health-related interventions that would have
the highest returns. In addition, given the enhanced role that prefecturas and municipios
will play in the future in the sector, it will undertake decentralization studies in a number
of prototype municipalities. In this respect, it is important to note that the degree of
decentralization of health care envisioned in Bolivia is greater than in other countries that
have decentralized. Normally, there is decentralization of the provision of primary health
services, and the provision of services with high fixed costs and economies of scale,
including hospitals, is maintained at the central level. However, in Bolivia the plan is to
decentralize provision of all health services. As such, there will need to be careful
planning to ensure against a misallocation of facilities-for example, an excessive
number of hospitals.

Demand Analysis

2.28 A number of demand analysis studies have been carried out using data from the
urban household surveys.'8 In general, these studies have found that the demand for
outpatient medical care is responsive to changes in price, but that price elasticities are
very low. In addition, the studies suggest that the demand is more elastic for individuals
in the lower income groups than for those in the upper income groups-that is, in
absolute terms, the price elasticity of demand falls as income rises. Finally, the studies
suggest that price elasticities do not vary much by ethnic groups and gender, with the
exception of Aymara speakers who are more likely to care for themselves. 19

2.29 With regards to the various family characteristic, the results suggest that
household income and education are among the key determinants of demand for medical
care (see table 2-12). The non-poor are more likely to seek formal medical care and
prefer to use private facilities. Similarly, the level of education is positively related to

is See for example, Ii (1994) and UDAPSO (1995a). In these studies, nested multinominal logit models,
incorporating the choice of medical facilities by patients, are estimated. The arguments of the demand function
include household income, as measured by per capital consumption, cost of obtaining medical care (both direct
and opportunity costs-travel and waiting times), and other family characteristics, including age, length of
illness, education, language spoken, sector of employment, and the number of adults and children in the
household.

19 This analysis has important policy implications regarding the establishment of user fees. While it is possible to
establish user fees which achieve full cost recovery, if user fees are increased uniformly the structure will likely
be regressive, and hence may reduce the use of medical care by the poor.
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demand for medical care, implying that the more educated place a higher value on
treatment. For adults, other factors influencing the use of medical facilities include: (i)
age-the elderly are more likely to seek medical care and have a preference for social
security and private care; (ii) gender-females are more likely to seek medical care than
males; (iii) work status-those in the formal market are more likely to seek care; and (iv)
duration of illness-the longer the duration of the illness, the more likely formal
treatment will be sought.

Table 2-12: Factors Explaining Usage of Different Health Care Providers, Adults and Childrena
Ministry of

Health Social Security NGOs Private
Adults Child Adults Child Adults Child Adults Child

User Fee
Transport Cost
Gender (male) -
Literacy (yes) + + +
Education +(+) + (+)
Mother's Education () +
Father's Education +
Days of Inactivity b + + (±) ± (+) ± (±) ( ( + (±) + (+)
Work Status (formal) (+) + (+) (+) (+)
Number of Adults (-) + (-) + + (+)
Number of Children + (+) (-) (+)
Per Capita + (+) +(+) + (+) + +(+) + + (+) +
Consumption
Cost of Medicine + + + +
Age (+) -() (+)
Travel Time c (-) (-) (-) (-)
Language (Spanish)C (+) (+)
Language (Aymara) C (-) ( I) (i) I( I
Note: a. This summarizes the work of UDAPSO (1995a) and Ii (parenthesis). Although the model specifications
are slightly different, the results are similar. Only the signs of significant variables are displayed, and variables
which were insignificant (including waiting time, and the product of the user fee and per capita consumption) are
not displayed; b. In the model specified by Ii, this variable is defined as informal and has a negative sign, and is not
used in the models for children; c. These variables do not appear in the specification of the UDAPSO model.
Source: UDAPSO (1995a) and Ii (1994).

2.30 In the case of children, there is a greater probability that the formal health care
system will not be accessed. In addition, household income and direct and indirect
costs-including user fees and travel time-are important factors determining whether or
not medical care will be sought for the child-both travel time and user fees are
negatively associated with usage. The education level of the mother is especially
important-the higher the level of the mother's education, the greater the probability that
care will be sought. Other factors influencing the use of medical care by children include
the duration of the illness and the number of adults in the household (the more adults, the
higher the likelihood that treatment will be sought).

2.31 In summary, household income and education level are important factors
determining health care use. Furthermore, although it appears that the demand for
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outpatient medical care is responsive to changes in price, the demand is more elastic for
individuals in the lower income groups. This has important policy implications regarding
the establishment of user fees. If user fees are uniformly increased, the price structure
will likely proportionately reduce the use of medical care by the poor.

Expenditure Patterns

2.32 Although increasing slightly since the late 1980s, TGN expenditures on health and
social security have averaged less than 2 percent of GDP during the 1990s. These
resources have been heavily supplemented by donor resources and some attempts toward
cost recovery.20 On a per capita basis, development assistance for health in Bolivia has
been among the highest in the world. Combining all sources, it has been estimated that
total expenditures in the sector amounted to about 4.7 percent of GDP in 1993 or
approximately US$44 per capita. Compared to other countries in the region, where
average expenditures are US$122 per capita or 5.7 percent of GDP, the system is still
underfunded. Similar to the situation in the education sector, the majority of TGN
resources (85 percent) are spent on salaries, while the remainder is for operating
expenses.

Incidence Analysis

2.33 The analysis
suggests that the poor Table 2-13: Distribution of
benefit from about 60 Expenditures on Health Care by Poverty Category, 1993
percent of public Household Population Public Private Expenditures

Category Distribution Expenditures On Health Care Overall
expenditures on health Extreme Poor 22.4 24.8 4.5 8.8
(see table 2-13). Poor 30.1 34.8 14.4 18.8

s btot I 52.5 59.6 189 ~ 27.6Again, given that their Non-Poor 47.5 40.4 81.1 72.4
share in the population Total 100.0 100.0 100.0 100.0
is 52.5 percent, public Source: Bolivia: Integrated Household Survey 1993.

expenditures in health are progressive although less so than in education. Furthermore,
the share of private expenditures on health by the poor is relatively low.

In summary

. Given the currently fragmented and inefficient state of the health sector, a
comprehensive sectoral reform is warranted. However, prior to initiating such a
reform, an analysis of priorities should be undertaken.

20 Although about 50 percent of health facilities provide free health care, as indicated, there have been efforts
toward cost recovery. Nevertheless, recent analysis (Ii 1994) suggests that more than 50 percent of adult
patients from the poorest 10 percent of the households view expense as a major reason not to seek medical care.
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* Basic health care, especially for females and children, is quite weak and the provision
of services needs to be significantly improved.

* As the demand for health care services, especially for the poor and selected ethnic
groups, is quite responsive to changes in prices, user fees must be set appropriately so
as not to discourage use by disadvantaged groups.

. An important complement toward improving health and nutrition indicators is
increasing the education level of the population. Not only is it crucial to provide
specialized health education on the benefits of using basic health care (including
prenatal care) and basic nutrition, it is also important to improve the overall human
capital of the population, especially for females in rural areas.

IV. BASIC SERVICES-HOUSING, ELECTRICITY, AND WATER AND SANITATION

Housing

2.34 As discussed elsewhere in this report, there has been a rapid urbanization in
Bolivia over the past decades. The new city dwellers face many problems as they attempt
to shelter themselves and their families. Housing conditions for the bottom 40 percent of
the income groups range from barely adequate to unacceptable, with overcrowding being
the most obvious and serious problem. In 1990, it was estimated that about half of the
urban population lived in conditions with four or more people sharing one room (in Latin
America, more than three people per room is considered overcrowding). As indicated in
the previous chapter, among the extreme poor in urban areas, the average number of
bedrooms per person is 0. 14-or seven people per bedroom. Furthermore, 75 percent of
extreme poor households live in buildings with plastered adobe walls and more than 25
percent live in houses with bare ground floors. Because of high land prices in urban areas
(especially for land with access to infrastructure), the urban poor have two options: (i) to
buy unserviced lots far away from the city center; or (ii) to squat on public lands. As a
result, squatter settlements with little hope of ever gaining access to basic services are
common, especially in El Alto and La Paz. Furthermore, due to the poorly functioning
land registration system, most households which purchase land do not have tenure
security.

2.35 In l987, the government established the Fondo Nacional de Vivienda (FONVI, the
National Housing Fund) as a second-tier institution (which uses financial intermediaries)
for lending to households. FONVI's primary source of funds is a wage tax-all
individuals in the social security system contribute I percent of their wages or salaries,
and employers contribute another 2 percent. FONVI has about 180,000 contributors, who
also form the group who can receive financing from the fund at below market rates. In
practice, FONVI's resources assist to build housing projects through a complicated
system involving many actors-individuals, groups, architects, municipal otficials,
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lending institutions, and FONVI officials. The approval process often takes as long as a
year, and given the high demand for subsidized funds, there is a one-year waiting list.
Through the end of 1993, FONVI provided financing for 147 projects, consisting of about
9,000 houses. Between 90 and 100 percent of FONVI's portfolio is lent to households
with incomes above the average. Thus it is likely that FONVI may be using funds
contributed from a lower income group to offer concessionary financing to a higher
income group. In 1990, the government established the Plan Nacional de Vivienda
Popular (PVP, the Popular Housing Program) to reach the lowest income groups.
However, a combination of factors-limited Treasury funding, unsystematic analysis of
the target population 2 1 , and weak management-has led the program to have very limited

impacts.

2.36 The two most important factors affecting the housing sector in Bolivia are the
confusion surrounding land tenure and titling, and the lack of basic urban infrastructure.
The lack of legal title has had many adverse influences, including: (i) homeowners cannot
use the property as collateral in formal credit markets; (ii) investments in home
improvements are risky; (iii) home builders have had difficulty obtaining infrastructure
services; and (iv) transfers of property cannot be protected by registration so claims are
becoming increasingly tangled over time. To resolve this, measures are required to
improve property rights and establish programs to formalize titles for properties with
clear, but undeclared claims (these issues that are discussed in other chapters of this
report). With regard to the lack of basic urban infrastructure, it is likely that municipal
services will improve as municipalities receive resources through Popular Participation.
As indicated previously, the municipalities are devoting substantially larger shares of
total capital expenditures to urban and housing (50 percent) and basic sanitation (17
percent) under the Popular Participation program.

Electricity

2.37 It has been estimated that approximately 45 percent of the Bolivian population
lacks access to electricity. In urban areas the majority (more than 90 percent) of poor
households have electricity, but it has been estimated that about 84 percent of the rural
population lacks electricity. Less than 25 percent of poor rural households have
electricity, in contrast to about 90 percent of the non-poor. The poorest rural households
rely on candles for lighting and gather wood for cooking. Whereas rural electrification
has been a priority in Bolivia for decades, lack of resources, very isolated dwellings, and
institutional weaknesses continue to result in the low coverage rates.

21 Based on the criteria in effect during 1992, the target group for PVP funds were households earning $200 per
month, just $50 per month less than the average urban household income. Although the beneficiaries are poor,
they have not been among the lowest income groups of the population.
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2.38 The analysis Table 2-14: Household Expenditures and
suggests that the poorer Subsidies for Electricity by Income Quartile, 1994
households spend a larger Ql Q2 Q3 Q4 Q5

proportion of their total Monthly spending on
budget on electricity than do electricity (US$) 3.4 4.7 6.1 8.5 13.8
richer households (see table Share of household

2-14). The poorest 20 expenditure on electricity 5.8% 4.4 3.9% 3.6% 2.3Total subsidy per person
percent of households [Ql] (US$ per capita) 3.0 5.3 11.8 12.8 14.0

spend two and one-half Source: UNDP/ESMAP (1995).

times as much of their total
consumption expenditures on electricity as do the richest 20 percent of households
[Q5].22

2.39 The current electricity subsidy scheme is based on per-unit usage, and as a result,
higher income households-i.e., the major energy users-benefit more than do poor
households. As such, the existing subsidies are regressive.

2.40 As part of the reform of the electricity sector, electricity tariffs are to be adjusted
to reflect the cost of providing the service.23 As residential users have long been
subsidized by commercial users, this will result in a significant price increase for
household users. The lower income users receive less of the subsidy and they may
experience the highest drop in welfare from raising the tariffs. To offset the sudden
increase in the cost of electricity, it could be argued that subsidizing electricity to the poor
may be a valid welfare objective. However, it must be stressed that subsidizing
electricity would only be a limited means of supporting the poor overall, as poor
households who have electricity comprise only 12 percent of total households in Bolivia.
Furthermore, there would be difficulty identifying the households who are most affected;
direct welfare payments may not be administratively feasible. Under these circumstances,
a viable option would be to offset the increase in tariffs with a subsidy on the fixed cost
of supply-that is, the standing charge. This would be an option if this cost is a
sufficiently large element of the monthly electricity bill for poorer households.
Otherwise, the subsidy should be restricted to a lifeline block to cover essential needs and
made available to all households.

2 Comparisons with other developing countries show a brnadly similar share of electricity in the household
budget-in Venezuela and Costa Rica, the average household spends about I percent of total expenditures on
electricity, in Peru 1.4 percent, in Paraguay 2.9 percent, in the Dominican Republic 3.7 percent and in Bolivia 4
percent. See UNDP/ESMAP (1995).

23 A detailed analysis of electricity tariffs, subsidies, and the impacts of the reforms on low income users is
provided in UNDP/ESMAP (1995).
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Water and Sanitation

2.41 Bolivia has the lowest rate Table 2-15:

of water and sanitation coverage in Access to Different Sources of Water Supply, 1992
Latin America. According to the Source Overall Urban Rural
1992 census, coverage for the rural Public or Private Network 54 81 19
population is 24 percent for water Water Well 21 10 35
and 17 percent for sanitation, River, Lake or Waterfall 20 2 42
compared with 81 percent for water Other 2 2 2

and 63 percent for sanitation in Overall 100 100 100
urban areas. In urban areas, less Source: INE (1993).
than 10 percent of poor households have a water supply inside the housing compound and
among the extreme poor households less than 25 percent have a toilet for their exclusive
use. Furthermore, in urban areas, 81 percent consume water from public or private
networks, whereas in rural areas, rivers, lakes, or waterfalls are the major supply of water
(see table 2-15).

2.42 Rural water and sanitation coverage has increased slightly over the past decade,
but it remains far below government targets and behind coverage levels of other Andean
countries. However, water and sanitation coverage has worsened in smaller communities
with dispersed populations-35 percent of the country's total population live in this type
of communities. Often, the water supply systems in rural towns have poor service quality
and unenforced sanitary standards. Sewerage systems, where they exist, are unreliable,
and often sewage is discharged into the natural drainage system without any control.
Most water sources are highly polluted, even in small remote communities.24 The dismal
state of water and sanitation services in rural areas causes waterbome disease, the most
frequently reported illness in Bolivia. Enteric diseases are the second leading cause of
death among all age groups, and intestinal infections are the leading cause of infant
mortality. In rural areas, the lack of adequate water supply facilities has forced
households to devote substantial time and energy to fetching water from distant sources, a
burden which falls disproportionately on women and children.

2.43 Frequently, water is provided by self-financing, local public enterprises owned by
the municipalities. In some cases-notably Santa Cruz-the water company is a
consumer cooperative, formally independent of the municipality. The municipal water
companies are also responsible for sewerage treatment. For both water and sanitation
services, private enterprises fill the gaps. The government instituted a major institutional
restructuring of the water and sanitation sector in 1991. At that time, it removed itself
from service delivery functions and transferred to the private sector and NGOs most
activities related to construction, human resource development, and service
administration. In 1993, the government consolidated responsibility for the sector in the

24 A recent sample of 400 small water-supply subprojects found that 85 percent had fecal contamination and
required disinfection to meet Pan-American Health Organization (PAHO) standards for safe human consumption



-65-
Background Paper No. 2 Social Expenditures and Social Services

National Directorate for Water and Sanitation (DINASBA). This institution is responsible
for prioritizing projects at the national level, preparing national plans and investment
programs, coordinating regional and local programs, issuing and implementing
government financial policies, overseeing standards and norms, and promoting
institutional development. Most government funding of water and sanitation programs
goes through two of the fondos-the FIS and FNDR.

2.44 A new regulatory agency for water and sanitation services is pending creation and
could modernize the sector by providing the framework for more efficient operations.25
Until the new agency is operational, the Consejo Nacional de Tarifas (CONATA) is
responsible for regulating the sector at the central level. While CONATA technically
exercises oversight with regard to the tariffs of the public water companies, in fact it has
rarely challenged water company rates. As such, the water companies have a large degree
of autonomy over price, and prices vary widely among different companies, among
departments and within departments. In the future, it is proposed that tariffs be based on
the operation and maintenance costs of the different providers. Cost recovery in water
and sanitation projects in both urban and rural areas is a key issue-users should pay the
cost of the services to ensure long-term sustainability.

In summary

3 At least for housing and electricity, in the past, subsidies and targeted programs
have provided more benefits to higher income groups than to the poor. If
subsidies and targeted programs are to be used, there is a need to improve the
design to reach the proposed beneficiaries.

* There is still considerable room for improvements in the provision of basic
services. Although these improvements may be forthcoming through Popular
Participation-i.e., data from 1994-95 show municipal investments concentrated
in urban and housing. It may be necessary to develop special programs with
incentives (such as matching grants) to encourage development of basic services.

* Although critical for alleviating rural poverty, improving land tenure and titling is
also important in urban areas for the development of the housing sector.

25 The regulatory agency, Sistema de Regulaci6n Sectorial (SIRESE), has been established through the Sectoral
Regulation Law (October 1994), but has yet to become operational.
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V. HUMAN DEVELOPMENT INSTITUTIONS AND SOCIAL SAFETY NET PROGRAMS

Introduction

2.45 With responsibility for developing and implementing an integrated human
development program, the Ministerio de Desarrollo Humano (MDH) was established in
September 1993. 6 Furthermore, social sector capital expenditures since the mid 1980s,
have been channeled through a number of executing agencies, each of which operates
under the control of the MDH as an administratively, financially and technically
independent public agency. The three key development funds to finance social sector
programs are: (i) Fondo de Inversion Social (FIS); (ii) Fondo Nacional de Desarrollo
Regional (FNDR); and (iii) Fondo de Desarrollo Campesino (FDC). In addition, other
special purpose agencies, such as the Organismo Nacional del Menor, Mujer y Familia
(ONAMFA), operate as decentralized public entities carrying out special programs.
Finally, the Unidad de Analisis de Politicas Sociales (UDAPSO) was created in 1992 to
further pursue and implement a social sector development strategy.

2.46 While Bolivia has a number of social sector programs, overall it appears to lack
an integrated comprehensive social safety net system to meet the essential education,
health, and nutrition requirements of the needy. In addition, the existing social security
system is far from comprehensive. Nevertheless, the government has initiated a number
of reforms to improve existing systems and has started to develop programs to reach the
most vulnerable groups and tackle the most serious health-related problems. Given that
women and children are disproportionately represented among the poor and face
especially difficult circumstances, there are safety net programs-Proyecto Integral de
Desarrollo Infantil (PIDI) and Plan Nacional para la Reducci6n Acelerada de la
Mortalidad Materna, Perinatal y del Menor de Cinco Anios (PLAN VIDA)-targeted to
these groups. Similarly, the government has developed a number of pilot projects to
address the specific needs of indigenous people.27 Furthermore, there are programs to
address health related issues which affect the poor in large numbers-Programa de
Vigilancia para la Accion Alimentaria Nutricional (PROVIAN), Food Aid Assistance,
and the Plan Nacional de Control de Enfermedades de Transmision Vectorial. These
programs, along with the most important social funds-ESF/FIS, FNDR, and FDC-are
discussed in more detail below.

26 The MDH was initially established with seven operational secretariates, though the structure was modified in
October 1995 to six secretariates: (i) Education; (ii) Health; (iii) Ethnic, Gender, Generational Affairs, and Social
Assistance; (iv) Culture; (v) Sports; and (vi) Popular Participation. Previously, the National Secretariate for
Popular Participation fell within the Ministry of Sustainable Development and Environment.

27 Programs include the National Program for the Sustainable and Participative Development of the Indigenous
People of the Orient, Chaco, and Amazonia of Bolivia and the Sustainable Development Project by Beni
Indigenous Peoples. The overall purpose of these programs is to contribute to the development of indigenous
people by addressing issues of specific concern to indigenous groups, including land security, environmental
control, and strengthening of indigenous organizations. However, there is little documentation on their specific
activities and impacts to date.
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The Social Security System

2.47 The Bolivian social security system is complex and has been affected by weak
management. The system was established in 1959, but has undergone substantial
changes. Since the reorganization of the executive branch, finalized in January 1994, the
system has been controlled by the Instituto Nacional de Seguros de Salud (INASES) and
the Instituto Nacional de Seguros de Pensiones (INASE). This defined-benefit system
provides benefits for retirement, survivorship and disability pensions, and medical
insurance. Contributors account for approximately 22 percent of the urban economically
active population or about 304,000 persons, the majority of which are public sector
employees. The major benefits are given in two forms: (i) short-term benefits, and (ii)
long-term benefits, primarily through pension insurance. As mentioned previously, the
short-term benefits are primarily in kind health services, but there are also some disability
programs.

2.48 The long-terrn pension benefits are fairly modest. Not only has there been poor
registry of individuals, but the system suffers from a series of problems which have been
exasperated by weak and ineffective supervision. The major problems in the system
include: (i) limited benefits, partially caused by the inability of the system to fully fund
such benefits; (ii) high administrative costs; (iii) significant variance in the benefits
provided among the complementary funds; (iv) a significant decrease in the ratio between
contributors and retirees; and (v) low coverage of the population. Primarily to improve
the services to retirees and affiliates, the government has launched an extensive overhaul
of the existing pension, which will involve establishing a new system. This new system,
which will eventually replace the current one as younger members, new work force
entrants and voluntary entrants join, will be characterized by: (i) mandatory defined
contributions from workers; (ii) private administration of contributions; and (iii) strong
regulation and supervision.

2.49 As part of the Capitalization program, the government's shares of the major
public enterprises will be distributed to the Bolivian population through privately-
managed deferred-share distribution accounts (DSDAs).29 Each Bolivian is to receive a
separate DSDA with a market value equivalent to the value of the shares distributed as
well as accumulated dividends, interest and capital gains. DSDA account holders would
be entitled to the cumulative amount in their account as benefits upon reaching the age of
60; in the case of death, the beneficiary would be entitled to the same. One of the
objectives of this distribution system is to increase the proportion of the population which
has some coverage for a minimal pension or survivors' benefit. Successful

28 The characteristics of the existing pension system and the proposed new system have been discussed in detail
elsewhere. See World Elank (1995).

29 Such accounts are to be managed in a way similar to, and operationally integrated with, the new private pension
funds.
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implementation of this scheme will help to ensure that the benefits of economic growth
are shared throughout the population, including the poorer segments.

Programs for Women and Children

Proyecto Integral de Desarrollo Infantil (PIDI)

2.50 The PIDI (Integrated Child Development Project) was a key element of the social
sector policy formulated by the previous government (September 1991). This strategy
included the "Ten Year Action Plan for Children and Women," an operationally oriented
plan which focused on regional interventions primarily in the areas of health, nutrition,
education, water, sanitation, children in difficult circumstances, and women. The specific
objectives of the PIDI are to: (i) improve the readiness of children to succeed in school
and beyond by facilitating their physical, social and cognitive development; (ii) enhance
the status of women by increasing their employment opportunities and expanding their
knowledge of education, health and nutrition; and (iii) increase community and private
sector participation in the social development process.3

2.51 The program, which has been operated by ONAMFA, targets poor households in
urban and peri-urban areas with populations over 10,000. It supports the delivery of
integrated child development services to poor children between the ages of six months
and six years through non-formal, home-based, day-care centers. Each center has two to
three caregivers selected from the community who provide education, nutrition, and
health services to about fifteen children. Women also directly benefit as the program
creates employment opportunities-through employing caregivers and via access to day-
care, enabling mothers of participating children to work-and improves their knowledge
of education, health, and nutrition. Furthermore, the program contributes to improving
living conditions by providing grants and loans to rehabilitate the homes of the caregivers
which serve as day-care sites.

2.52 In selecting cities for phasing-in the project, priority is to be assigned to poor
neighborhoods in cities with the highest prevalence of malnutrition. In these locations,
priority is to be given to children who are: (i) malnourished; (ii) under the care of only
one person; (iii) from families with parents employed and without child care; and (iv)
from large families with five or more children. By 1999 (the sixth year )the program
seeks to have 8,670 day-care centers providing services to 130,000 children. If these
targets are reached, about 204,000 children and 21,000 caregivers would have benefited.

2.53 Although established in 1992, PIDI has been slow in coming up to scale and has
had very limited coverage impacts to date. Already, the annual targets have been
modified and the program has been extended by one year. By the end of 1995, it is likely

30 For more information, see World Bank (1993b).
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that 300 PIDIs were operational-low coverage compared to the original target of 1,440.
Although delays can be attributed to the reorganization of the executive branch and a lack
of treasury counterpart funding, there have also been unanticipated contributing
dynamics. For example, it was assumed that turnover among caregivers would be about
four or five years. Instead, the turnover has been much faster-two years or in some
cases even less. Given that few if any of the caregivers would qualify for credit, the
home rehabilitation grants and loans have been a major factor attracting caregivers to the
program.3 1 In reality, once loans have been repaid (in two years), caregivers have left the
program. There have even been cases where caregivers have paid off loans early and quit
the program prior to completing two years. Because of high turnover, lack of counterpart
funding, and weak administration, the program has had problems coming up to scale. A
formal impact study was to be carried out, but has also been postponed for a year due to
the limited coverage achieved to date.

Plan Nacionalpara la Reduccion Acelerada de la Mortalidad Materna,
Perinataly del Menor de Cinco Afios (PLAN VIDA)

2.54 PLAN VIDA was initiated in May 1994 with the objective of establishing a
comprehensive program to reduce child and maternal mortality rates which, as noted, are
high compared to regional averages.32 Adding to this problem, relatively few women
receive prenatal care and many births take place without the benefit of professional
assistance, especially among the uneducated and in rural areas (see table 2-16).

Table 2-16: Health Care Related to Childbirth, 1994
Overall Uneducated Educated Rural UrbanI Women receiving prenatal care (%) 45 16 96 29 63

Births taking place with professional help(%) 50 11 97 23 63
Source: UDAPSO.

2.55 Resources and organizational problems are major factors affecting the level and
quality of family planning and other services provided to women of childbearing ages.
The goals of PLAN VIDA are to: (i) improve the quality and capacity to deliver these
services; (ii) assure access to prenatal care; (iii) establish integrated service networks at
the local level to improve access to prenatal care and to increase the number of births
occurring in hospitals; (iv) strengthen community resources (human, physical and
financial) to improve all local health services; (v) improve the image of local health
services to increase public confidence; and (vi) establish a process to provide health

31 The maximum loan is USS500 and the grant element averages 50 percent.

32 The leading causes of maternal mortality are hemorrhaging, infections, and toxemia during delivery (50 percent)
and complications resulting from abortions (27 to 35 percent). The leading causes of child mortality are diarrhea
(36 percent), respiratory infections (28 percent), complications from birth (4 percent), tetanus (3 percent),
chicken pox (I percent), and accidents or other causes (27 percent).
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education to women on topics such as childbirth and nutrition. The program aims to
establish district local centers to provide maternal, peri-natal, and pediatric care services.

2.56 Although the plan is to be implemented nationally, 22 provinces, out of a total of
112, have been selected as intensive intervention areas due to elevated poverty levels.
The following specific targets have been set for the year 1997: (i) to diminish the number
of maternal deaths by 50 percent and the number of prenatal deaths by 30 percent; and (ii)
to diminish by 50 percent both the infant mortality rate and the under-5 mortality rate.
The Secretaria Nacional de Salud (SNS) is responsible for implementing the program
through the Direccion Nacional de Salud y Nutrici6n de la Mujer y el Nino ( DNSNMN).
As the plan is relatively new, it is too early to evaluate any results.

General Health and Nutrition Programs

Programa de Vigilancia para la Accion Alimentaria Nutricional (PROVIAN)

2.57 PROVIAN was established in early 1993 with the mandate to improve the
nutritional level of the Bolivian population. The objectives include: (i) understanding the
determinants of malnutrition; and (ii)encouraging central and regional decisionmakers to
channel resources toward priority areas with high levels of malnutrition and food
insecurity risk. In addition to generating information on the causes of malnutrition and
analyzing food security issues, the program: (i) improves public awareness; (ii) develops
policies to improve nutritional levels of young children; and (iii) mobilizes and
coordinates personnel, resources, and institutions toward the areas with the most urgent
needs. PROVIAN operates under UDAPSO, with guidance from the Consejo Nacional de
Seguridad Alimentaria (CONALSA).33 Based on an analysis linking malnutrition to
households in poverty and extreme poverty, PROVIAN targets urban and rural households
in the departments of Chuquisaca, Potosi, Cochabamba, and La Paz. This is primarily a
policy setting program and has few, if any, activities directly related to the provision of
food.

Food Aid Programs

2.58 Food aid is an important element of Bolivia's social development programs.
According to government estimates, food aid assistance slightly exceeds total TGN
expenditures on health. In 1992, food aid was on the order of 300,000 metric tons, or
valued at about US$116 million. The United States, World Food Program, European
Community, Canada, Spain, France, Holland, and Argentina are the major suppliers of
food assistance. United States food aid to Bolivia has increased during the 1990s, from
US$40.9 million in 1991 to US$97.9 million in 1992 (representing 83 percent of all

33 CONALSA was established in September 1993 with representatives from the Ministries of Economic
Development and Human Development, UDAPSO/PROVIAN, UDAPE, national and international NGOs, and
representatives of bilateral and multilateral institutions, including UNICEF, FAO, and USAID.
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commodity aid). The United States contributions are channeled by the U.S. Agency for
International Development (USAID) through two main programs: (i) Title II which
provides food or money to about 1.6 million poor through NGO-administered programs
such as school feeding (48 percent), mothers' clubs (20 percent), food-for-work (17
percent), pre-school milk centers (12 percent), and clinic-based food supplementation
programs; and (ii) Title III which supports broad food security objectives through the use
of policy conditionality and local currency programming to finance food imports.

2.59 The administration of such substantial inflows of food aid presents numerous
challenges, including adequate transportation, storage, distribution, and local financing.
To date, there has been no in-depth evaluation of the effectiveness of targeting and the
overall impact of food aid. As nutrition and food aid targeting are important elements of
PIDI, a large share of existing food aid will be channeled to participating children and a
national food and nutrition policy will be formulated under this project. While little
progress has been made toward developing this policy, there has been progress toward
increasing the monetization of food assistance and establishing better linkages with local
producers.

Plan Nacional de Control de Enfermedades de Transmision Vectorial

2.60 In recent years, containing three diseases which primarily affect the poorer
elements of the population-malaria, Chagas disease, and yellow fever-has become a
priority for the SNS.34 Approximately 35,000 cases of malaria were reported in 1994 (the
disease occurs in eight of the nine departments) and approximately 3.3 million are at risk.
Similarly, it is estimated that approximately one-third of the 3.5 million inhabitants at
risk will contract Chagas disease. The Plan Nacional de Control de Enfermedades de
Transmision Vectorial was formulated in 1994 with the objectives of preventing and
reducing mortality from these diseases. Education, vaccination, fumigation, and other
prophylactic methods are being used as the primary tools to achieve these goals. To date,
there has been no analysis to assess the impact of this program.

The Social Funds

Fondo de Emergencia Social (ESF) and Fondo de Inversidn Social (FIS)

2.61 In 1986, the govemnment created the ESF (Emergency Social Fund) as a
mechanism for cushioning the impact of the stabilization policies on the employment and
income of the poorer groups of the population.3 5 With the formulation of a longer term

34 Given that the unskilled poor tend to migrate to areas where extractive industries predominate and there is high
incidence of vectoral diseases, these diseases tend to affect the poor in greater proportions.

35 The objective of the ESF was to rapidly generate employment for those displaced by the economic crisis. It
financed labor intensive small-scale projects in productive and social infrastructure and non-investnent
interventions in education, health and nutrition. While difficult to assess its impact on poverty alleviation, the
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development perspective during the late 1980s, the ESF was replaced by the FIS (Social
Investment Fund) in January 1990. The FIS focuses extensively on poverty alleviation
through the development of health, water supply, sanitation, and education services.
Targeting the neediest communities in eighty priority provinces, the specific objectives of
the FIS are to: (i) mobilize external assistance to the health, education, water, and
sanitation sectors; (ii) extend coverage of health, education, water, and sanitation services
to reach the poorest 50 percent of the population; and (iii) provide a coordinating
mechanism with social sector agencies.

2.62 The primary indicators for subproject selection within the FIS are the cost per
beneficiary and beneficiary profile. Project generation is partly demand driven, with
promotional efforts geared to reaching extreme poverty areas. FIS finances requests from
public and private institutions, including ministries, development corporations, NGOs,
community organizations, and other private groups. FIS does not implement projects
directly and relies to a large extent on NGOs and other private groups who work at the
grassroots levels. The FIS provides grant financing for up to 80 percent of the costs (with
the balance to be covered by beneficiaries) for the following types of projects: (i)
health-basic sanitation, primary health care, epidemiology, and nutrition; (ii) formal
education-basic rural multi-grade education; rehabilitation, extension, replacement and
equipment of primary schools; and multi-service education and cultural centers in poor
urban areas; and (iii) non-formal education-rural boarding school facilities; training for
women; and vocational training. In addition, FIS is concerned with ethnicity issues, and
has two programs (adult training for women and adult training in production techniques
and entrepreneurial management) that address the specific needs of indigenous groups.

2.63 FIS receives funding from multilateral and bilateral institutions, the treasury, and
municipal governments. As of November 1995, FIS had about 2,150 approved
subprojects totaling US$160 million (of which about 78 percent is financed by the FIS)
and about 1,250 subprojects (valued at US$59 million) in execution (see appendix 2-1).
About 47 percent of the approved projects are in education, with the largest share of
resources devoted to building schools and providing productive training. About 20
percent of resources have been channeled to projects in basic sanitation with potable
water projects accounting for the largest share. Finally, health projects have absorbed
about 22 percent of total FIS funds, with the largest share of projects devoted to
developing health services. About three-quarters of the approved subprojects are in rural
areas, with the remainder in peri-urban areas. Over 80 percent of FIS commitments are
for subprojects located in areas whose inhabitants are among the poorest half of the
population, and more than half of the total commitments are targeted to the poorest 25
percent of the population.

ESF contained many effective short-term safety net features, including: (i) incorporating a demand-based
approach; (ii) attracting and channeling resources; (iii) isolating the project selection process from politics; (iv)
generating significant employment opportunities; and (v) benefiting about 18 percent of the population, although
only 5 percent of its total expenditures reached the poorest 10 percent.
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2.64 A preliminary evaluation of the impact of FIS beneficiaries was carried out in
September 1995 (see UDAPSO 1995c). In general, the rural population is aware of the
activities of the FIS and considers it to be a technical (that is, not political) institution.
With regards to health facilities, there has been a significant increase in the number of
consultations occurring in FIS-supported health centers, compared to little increase in
health centers without FIS investments. However, it terms of treatments for three
conditions-diarrhea, respiratory diseases and pregnancy-there was has been no
significant increase in treatment in FIS-supported centers and no significant difference in
the use of FIS as opposed to non-FIS-supported centers. With regard to FIS-supported
schools, while there is evidence that school attendance has become more regularized,
there is no evidence of increased enrollment or reduced dropout rates.

Fondo Nacional de Desarrollo Regional (FNDR)

2.65 The FNDR (National Fund for Regional Development) was created in March
1987 to promote balanced regional development. FNDR provides financing for urban
and regional investment projects and technical assistance to local governments and
agencies. FNDR provides financing to Regional Development Corporations (RDCs),
municipalities, public and private local utilities and service enterprises, prefectures, and
universities. In urban areas, FNDR finances projects by providing loans to municipalities
and municipal utilities. For investment projects responding to specific national priorities,
FNDR loans are often combined with matching grants. The types of projects financed by
FNDR include: (i) basic sanitation-potable water, sewerage, solid waste and drainage;
(ii) transport-urban roads and transportation terminals; (iii) urban-lighting, markets,
slaughterhouses, municipal buildings, service buildings, and public recreational areas;
and (iv) energy-gas distribution and power generation and distribution. The sources of
FNDR financing includes the capital budget of the TGN, general credits and donations,
loan repayments, and operating income. It has provided financing for a total of 72
projects amounting to US$127 million.

Fondo de Desarrollo Campesino (FDC)

2.66 With the closure of the state-run Agrarian Bank, the FDC (Small-Farmer
Development Fund) was created in March 1989 as a response to farmers' demands for
government support. It was established as a non-profit, independent financing agency
with the mandate to alleviate rural poverty by providing support to small, non-
commercial agricultural and productive rural activities. The FDC provides grants and
extends credit to small farmers through NGOs, cooperatives, and other sectoral
institutions. It is a financial intermediary, involved in project appraisal, approval,
disbursement, and technical follow-up, channeling funds through its credit and PIDC
(Investment Program for Small-Farmer Development) programs. The PIDC responds to
simple constraints in the rural productive process by financing a large number of small-
scale projects with high beneficiary participation. On a grant basis, PIDC provides up to
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US$250,000 per project in: (i) basic infrastructure, including feeder roads, bridges,
irrigation, markets, cottage industries and protective structures; (ii) agricultural support
services, such as technical assistance and extension to farmers, revolving funds, and farm
inputs; (iii) reclamation projects, including sub-watershed management, and agro-forestry
projects; and (iv) institutional strengthening for executing agencies and target
communities. Beneficiary communities contribute in labor, kind, or cash between 10 and
20 percent of the project costs. Eligibility criteria are based on: (i) target group or
priority area focus; (ii) extent of integration of women; (iii) ease of local management;
(iv) technical or economic feasibility and sustainability; and (vi) environmental criteria.

2.67 FDC's funds are from the TGN, and grants, loans and other non-reimbursable
contributions from foreign governments and multilateral institutions. Through the end of
1994, FDC has disbursed US$12.8 million, of which US$7.4 million has been through
PIDC and US$5.4 million have been credit operations. PIDC's investment portfolio
consists of 201 projects in rural infrastructure (49 percent), institutional strengthening (35
percent), and support to agricultural production (16 percent). Despite problems during
the early 1990s, new FDC management established in 1990 has made efforts to improve
performance; FDC still suffers from a lack of qualified personnel, particularly at the
departmental levels. Furthermore, many communities which are eligible for FDC funds
are neither technically nor financially equipped to prepare feasibility studies and project
proposals. As with the other fondos, the role of FDC will become more decentralized and
institutional strengthening-at all levels-will be required.

In summary

- A comprehensive social sector strategy, including a well-defined safety net
program, is still weak.

* Although there are a number of safety net and other special social programs, little
effort has been placed on measuring the impacts and on evaluating the overall
effectiveness of social services.

* Lack of government resources-both counterpart funds and capital
contributions-have led to slow implementation of a number of programs.

* government social sector institutions-including decentralized agencies-
continue to be weak, lack coordination, and contribute to poor implementation of
projects and programs.
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APPENDIX 2-1

SUMMARY OF Fis PROJECTS As OF NOVEMBER 30, 1995

(in US$ Millions)

APPROVED PROJECTS PROJECTS IN EXECUTION PROJECTS CLOSED
FIS Total Disbursed Disbursem. Disbursed Disbursed

No. of No. of Amounts Counterpart Total No. of FIS Counterp. No. of FIS Counterp.
Subprograms Benefic. Projects USS % USS % USS % Proj. % USS % USS % Proj. % USS V. USS %

Health
Children's Nutrition 3,610 16 0.95 0.59 0.27 0 17 1 23 0.76 12 0.56 0.55 043 0.00 0.01 0.14 0.12 0.09 0.00 0.00
Health Services 3,107,775 435 18.93 11.65 3.93 2.42 22.86 14.07 3.42 15.92 13.49 10.60 0.10 0.29 75 3.49 3.15 2.47 0.00 0.00
Epidemiology 154059 16 4.70 2.89 1.95 1.20 6.65 4.09 16 0.74 3.82 3.00 0.00 0.00 0 0.00 0.00 0.00 0.00 0.00
Child Care 30872 12 4.16 2.56 0.39 0.24 4.55 2.80 8 0.37 1.82 1.43 0.00 0.00 0 0.00 0.00 0.00 0.00 0.00
Total 479 28.74 17.69 6.55 4.03 35.28 21.72 378 17.60 19.67 15.47 0.11 0.30 78 3.63 3.27 2.57 000 0.00
Basic Services
Drinking water 544,654 414 28.05 17.26 9.02 5.55 37.06 22.81 136 6.33 11.42 8.98 1.21 3.42 103 4.80 6.81 5.36 0.50 1.41
Sewage 138,324 83 8.37 5.15 2.30 1.42 10.68 6.57 40 1.86 5.06 3.98 0.75 2.12 29 1.35 2.38 1.87 0.14 0.40
Total 497 3642 22.42 11.322 6S 47.74 29.38 176 8.19 16.48 12.95 1.95 5.54 132 6.15 9.20 7.23 0.64 1.82
Education
Multigrado 181,163 581 13.57 8.35 3.27 2.01 16.84 10.36 323 15.04 5.87 4.61 0.32 0.90 70 3.26 2.13 1.67 0.17 0.48
Schools 135,375 431 30.19 ;8.58 5.84 3.59 36.03 22.18 279 12.99 14.11 11.09 0.63 1.80 59 2.75 3.04 2.39 0.16 0.45
Multi-services 157,429 9 2.66 1.64 0.56 0.35 3.22 1.98 6 0.28 0.80 0.63 0.00 0.01 0 0.00 0.00 0.00 0.00 0.00
Womcn training 63,433 29 3.18 1.96 1 25 0.77 4.43 2.72 16 0.74 2.12 1.67 0.00 0.00 10 0.47 0.58 0.46 0.00 0.00
Productive training 1,271,367 69 7.57 4.66 4.00 2.46 11.57 7.12 44 2.05 3.45 2.72 0.45 1.27 15 0.70 1.48 1.17 0.00 0.00
Rural 4,263 21 2.44 1.50 0.66 0.41 3.10 1.91 20 0.93 1.82 1.43 0.07 0.21 0 0.00 0.00 0.00 0.00 0.00
Health training 63,886 7 0.66 0.41 0.27 0.17 0.93 0.57 3 0.14 0.14 0.11 0.00 0.00 4 0.19 0.55 0.43 0.00 0.00
Special projects 85.824 5 0.53 0.32 0.04 0.03 0.57 0.35 3 0.14 0.33 0.26 0.00 0.00 1 0.05 0.08 0 06 0.00 0.00
Teachers' training 2,831 ' 0.17 0.10 0.07 0.04 0.24 0.15 1 0.05 0.08 0.06 0.00 0.00 0 0.00 0.00 0.00 0.00 0.00
Total 1153 60.97 37.53 15.96 9.82 76.93 47.35 695 32.36 28.73 22.59 1.48 4.19 159 7.40 7.86 6 18 0.33 094
Institutional
In education 21,609 18 0.97 0.60 1.43 0.88 2.40 1.48 9 0.42 0.63 0.49 0.00 0.00 8 0.37 0.19 0.15 0.00 0.00
In health 1,000 I 0.10 0.06 0.02 0.01 0.12 0.08 1 0.05 0.06 0.04 0.00 0.00 0 0.00 0.00 0.00 0.00 0.00
Total 19 1.07 0.66 1.45 0.89 2.52 1.55 10 0.47 0.68 0.54 0.00 0.00 8 0.37 0.19 0.15 0.00 0.00

Grand total 2148 127.19 78.29 35.28 21.71 162.47 100.00 1259 58.61 65.56 51.54 3.54 10.03 377 17.55 20.51 16.12 0.97 2.76
Source: Fondo de Inversi6n Social (FIS)





3. THE LABOR MARKET: INCREASING THE LABOR
PRODUCTIVITY OF THE POOR*

I. INTRODUCTION

3.1 The Bolivian labor market responded positively and with considerable flexibility
to the important economic changes that occurred during the 1980s. By the end of the
decade, however, some worrying trends emerged-high unemployment, a sharp decline
in real wages, a greater proportion of informal sector activity, and a decline in the effect
of education on earnings. During the late 1980s, the unemployment rate was high (over
10 percent) and the school-wage relationship was weak. With recovery during the early
1990s, the unemployment rate has declined and the school-wage relationship is stronger.
While there was a very sharp decline in the returns to schooling during the late 1980s, by
the early 1990s this trend had reversed and the returns to schooling stabilized at a
respectable 10 percent. There has been a particularly large increase in the returns to
schooling for females. The returns to schooling in the competitive private sector of the
labor market are higher than in the public sector. There was an increase in salaried
employment between 1989 and 1993 and a corresponding reduction in self-employment.

3.2 To analyze the impact of the labor market on the poor, this paper uses a number of
data sources (see appendix 3-1), but relies heavily on the 1993 urban household survey to
answer a number of questions. More specifically: (i) What has happened to employment
in general during the 1990s? (ii) What has happened to real wages and the wage structure
during the 1990s? (iii) How has the structure of the labor market evolved? and (iv) How
have the poor, including females and indigenous people, fared in the labor market during
the 1990s?

3.3 This background paper begins by presenting an overview of labor market issues,
with emphasis on income and employment trends, the legal and regulatory framework,
urban and rural labor market structures, and migration. The next section focuses on
human capital, especially on the impact of education on labor market outcomes, and
stresses the importance of schooling for the poor, with an emphasis on women and
children. A section is devoted to an examination of ethnicity and how education can be
used to reduce inter-ethnic earnings inequalities, with specific reference to indigenous
children. The last section summarizes the main findings and provides some
recommendations.

This background paper was prepared by Harry Patrinos, with contributions by Menno Pradhan and
draws on UDAPSO (i995) "Bolivia: Labor Markets," a paper prepared for this report.
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II. OVERVIEW

Income and Employment

3.4 In 1993, over 3.5 million Bolivians were active in the labor force. Between 1989
and 1993, the urban labor supply increased at an annual rate of about 7.5 percent, and the
labor force participation rate declined slightly (from 53.3 percent to 52.5 percent). In
1993, about 43 percent of females were in the labor force in urban areas. While rural
labor force data are not strictly comparable, there has been an increase in rural labor force
participation by women-from 15 percent in 1976 to 48 percent in 1992. For the country
as a whole, the labor force participation rate increased from 42 percent in 1976 to about
50 percent in 1992.

3.5 Between 1989 and 1993, urban employment grew at an annual rate of 9 percent.
While public sector employment declined from 18 percent of the employed population in
1989 to less than 15 percent in 1993, employment in the private sector increased from 19
to 21 percent.

3.6 There was a decline in real wages in urban areas between 1989 and 1991, but by
1993 real wages begin to increase. Overall, average real monthly earnings declined from
about 690 Bs per month in 1989 to 660 Bs per month in 1993. This is in contrast to what
happened during the 1980s when real wages lost over 50 percent of their value.

3.7 The labor force is heavily concentrated in the primary sector; in 1992, over 46
percent of the total labor force was employed in agriculture and mining. Nevertheless,
there have been sizable reductions in the number employed in agricultural and mining
between 1976 and 1992. During the same period, there has been an increase in the
proportion of the work force employed in commerce and transportation. Furthermore, in
urban areas, the share of the labor force in the industrial sector has increased, from 13
percent of the total in 1976 to 18 percent in 1992. Finally, there have also been increases
in employment in commerce, construction, and financial and banking services.

Legal and Regulatory Framework

Reducing the Complexity of Labor Laws

3.8 Labor legislation, regulations and government behavior create rigidities and
distortions in the labor market and in business practice which directly and indirectly
affect the poor. The Bolivian Labor Code (Ley General de Trabajo) was enacted in 1939
and the first regulations were issued in 1943. Since then there have been multiple
modifications, exceptions, and amplifications of the law and regulations. An inventory
conducted in 1982 counted more than 500 laws and 2,500 regulations and decrees
amending or otherwise affecting the law. Such a large number of modifications
promotes complexity, contradictions, and arbitrary application. It is difficult for firms to
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know with any certainty which legislation and regulations apply to it or may be applied in
the future. In addition to inducing rent-seeking, the effect of this uncertainty is to reduce
both domestic and foreign investment, and thus reduce the overall growth of the
economy.

3.9 The cost of labor is affected by the minimum wage, by governnent pressure on
the private sector, and by legislation and regulations related to social security, other
payroll taxes, bonus payments, overtime pay, pay for work at night and on Sundays,
vacation and sick pay, severance pay, and mandated benefits for women. The minimum
wage is set in annual negotiations between the government and the major union-Central
Obrera Boliviana (COB)-and is currently 205 Bs per month. The minimum wage
applies only to firms which have written labor contracts with employees (mainly, if not
exclusively, formal sector firms) and does not apply to firms in the informal sector. The
impact of the minimum wage on labor cost and labor absorption is inconsequential
compared to the combined effects of all the other legislation and regulations.

3.10 Recent estimates of the effect of Table 3-1:
other legislation and regulations on Regulations Elevating Labor Costs, 1994
labor costs are given in table 3-1. Of (percent)"
course, employers do not pay all of these Payroll Taxes:
costs even when they fully comply with Social security (health and retirement) 25.0
the law. Specifically, there is some Social housing fund 3.0
backward shifting of payroll taxes for Annual (one month) 8.3
social security and the housing fund, and Christmas (one month) 8.3
of the cost of other benefits to workers Seniority (varies) up to: 4.0
in the form of a lower average basic Overtime:

I Extra hours per day beyond eight hours 100.0
wage. However, even If all payroll taxes g Work on holidays 100.0
are in effect shifted backwards, the Work on Sunday 200.0
combined effect of the other provisions Night shift work 25 to 30
is to raise labor costs by as much as 40 Vacation and Sick Pay
to 60 percent above the basic wage, Sick pay 3.0

, Vacation with up to four years service 6.0depending on the average seniority of with 5 to 9 years 8.0
workers and the extent of overtime, with 10 years plus 12.0
night shift, and Sunday work in a given Severance Pay:
firm. One month pay per year of service 8.3

Dismissal pay 4 to 60

3.11 Reduction in labor market Mandated Benefits for Women:
regulations in certain areas would likely Matemal leave 2.0

Day-care benefits It .
have beneficial effects on both the Note: a. The costs are expressed as a percent of the basic
average level of labor incomes and (non-bonus) average annual wages in firms subject to the
employment and on the distribution of various laws and regulations.
labor income by reducing labor market Source: Bravo and Paredes 1994.

segmentation. Reform of labor laws and regulations would augment the employment
effects of recent economic dynamism at little cost to the public budget. The general
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thrust should be to reduce complexity and discretion, increase transparency and reduce
uncertainty, thus providing the private sector and the economy greater flexibility to
compete.

Implementing Equality in Law for Men and Women

3.12 Although attempting to protect women, the labor code instead results in
discriminatory treatment of women, particularly of poor working women. For example,
women cannot work night shifts in industry or commerce; especially in heavy industry
this provision is enforced. Nevertheless, it is discriminatory against women and most
women oppose this clause and want it removed. This has been identified as an area to
change in the new labor code.

3.13 Furthermore, the present labor code also limits the number of hours that men and
women can work. The law is discriminatory, however, in that it allows men to work 48
hours per week (but in practice many work more), but only allows women to work 40
hours per week. If the law is properly enforced, it may be sending a signal to employers
that women may be potentially less productive. Thus, because of the law, women may
have less access to formal sector jobs. Furthermore, this provision can be used by
employers to extract more hours of work from women at less pay. For example,
employers could ask women to work night shifts or more hours, but at less pay with the
threat of reporting them to the authorities. Poor women may accept such conditions if
they need the extra money.

3.14 In addition, the Family Code restricts married women from working if the
husband exercises the right to suppress or cancel his wife's work on moral grounds or for
reasons which are prejudicial to the wife's domestic functions. These are areas that must
be changed in the new labor code so that there is equality in the law between men and
women. On this last point, the government has stated that the new law will eliminate this
provision.

Structure of the Labor Market

3.15 The government's response to the 1985 economic crisis was its New Economic
Policy (NEP). Despite strong unions, there was substantial liberalization of labor markets
and a dramatic fall in real wages. With regard to the labor market, the following are
important:

(a) to reduce public expenditures, there was a 25 percent decrease in public
employment (Horton 1994);

(b) the private sector was given the ability to freely rescind work contracts;
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(c) the wage structure was consolidated-only overtime and Christmas
bonuses remain;'

(d) the government is no longer involved in private sector wage negotiations;
and

(e) payroll taxes have been reduced.

3.16 In 1986, the Emergency Social Fund (ESF) was initiated to protect those who lost
their jobs. The ESF was a temporary, demand-driven measure that financed projects in
the areas of economic and social infrastructure, social assistance, and production support.
It has generally been described as successful (Jorgensen, Grosh, and Schacter 1992), and
was followed by the Social Investment Fund (FIS).

3.17 During most of the 1980s, unemployment did not increase substantially.
However, by the iate 1980s, open unemployment did increase, reaching a rate of 11.5
percent in 1988 and 10.7 percent in 1989, from only 5.7 percent in 1985 (Horton 1994
and 1992). The rise in unemployment in 1988 was a cause for concern, but the labor
market is fairly flexible.

3.18 While the public sector accounted for only 1 1 percent of total employment in the
late 1980s, it still represents over 60 percent of total formal sector employment (Horton
1994). Prior to this, the public sector increased in size from 9 percent of total
employment in 1971 to 14 percent in 1985, before decreasing to 12 percent in 1986 and
continuing to decline thereafter. It has been suggested that the adjustment period
contributed to a large increase in informal sector activity, not formal private sector
employment.2

Rural Labor Market

3.19 Information about the rural labor market is very limited, as few if any of the
household surveys are conducted in rural areas. A limited 1995 rural household survey is
used to provide some preliminary information on income sources in rural areas. Off-farm
income plays as important a role as farm income for households in the poorest segment of
the rural population. In fact, for rural people in the bottom 20 percent of the income
distribution, off-farm income makes up 53 percent of total income, while for the rural
population as a whole it amounts to only 46 percent. This may be due to the small
landholdings of the poor, which forces them to seek off-farm employment.

Previously, the govemment granted a large number of bonuses (one bonus equals one month's salary), from 4 in
agriculture to 44 in industry.

2 See Horton ( 1994).
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3.20 For males, labor force participation rates are generally high. However, the main
difference between income groups can be found in the number of days worked-males
from the lower income groups work less days per year and are engaged more frequently
in short-term employment. In general, female labor market participation is lower than
male participation, but female participation rates are higher among those in the higher
income groups. Females in these categories are most likely better educated and have
better opportunities in the labor market.

3.21 Access to better paying jobs is undoubtedly constrained by lack of education and
lack of knowledge of Spanish (see appendix 3-3). For individuals over 17 years of age,
the mean number of years of schooling is less than one year (0.77 years). However, for
those who know Spanish (can speak, read, and write Spanish), the mean years of
schooling is greater than 5 years (5.24 years), or completed primary education.
Moreover, the poorest rural inhabitants are the least likely to have a primary education
and the least likely to be able to read and write Spanish. While the top income group
averages 3.8 years of schooling and more than 75 percent read and write Spanish, only
about 50 percent of the poorest group have these skills, and they average only 2.4 years of
schooling. The average annual salary for those who know Spanish is 1 18 percent higher
than for those who do not know Spanish. In addition, those who speak Quechua at home
earn considerably more than those who speak Aymara. While earnings based on
language differences are large, earnings based on gender differentials are less so.

Urban Labor Market

3.22 During the 1990s, some industrial-occupational groups improved their position,
while others did not (see table 3-2). Dependent workers (employees) increased their
wages by almost 5 percent, while the self-employed, other workers (mostly domestic
servants), laborers, and even employers, suffered wage losses. Employees in mining,
manufacturing, and finance increased their real earnings significantly, while
transportation workers experienced declines, and laborers in commerce fared particularly
poorly. Most other categories of workers experienced wage losses, with the exception of
employers and employees in the service sector.

Table 3-2: Percentage Change in Real Wages of Different Categories of Worker, 1989 to 1993
Employee Laborer Self-employed Employer Other

Overall 4.6 -21.0 -32.0 -19.0 -21.2
Agriculture .. -21.2 -18.8
Mining 37.6 -2.4
Manufacturing 56.8 -13.2 -35.8 -17.8
Utilities . .. ..
Construction 23.2 -2.0 -20.8 -42.2
Commerce 3.2 -75.1 -23.7 -47.4
Transportation -10.2 .. -46.8 -47.5
Finance 48.3 .. ..

Services 1.8 -18.6 -48.6 8.5 -21.0
.. small cell count.
Source: Integrated Household Survey 1989 and 1993.
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3.23 Evidence for the early 1990s suggests that poverty in Bolivia is fundamentally a
problem of low income and not of unemployment. In fact, despite a strong increase in the
urban labor force, unemployment has fallen dramatically since 1989-from over 10
percent to just 5 percent in 1993. Furthermore, there are productivity-related barriers that
restrict the earnings potential of workers-i.e., the labor force is not well educated and
those groups with the lowest earnings are the least educated. There are also some
structural problems, including that the poor are comprised overwhelmingly of informal
sector and self-employed workers, with little access to capital and other productivity-
enhancing attributes.

3.24 Unemployment is more of a problem for certain groups than for others (see
appendix 3-3, table 3-17). More specifically: (i) non-indigenous people have a higher
unemployment rate than indigenous people; (ii) married individuals are less likely to be
unemployed; (iii) Spanish and Quechua speakers have higher unemployment rates than
Aymara speakers; (iv) residents of Chuquisaca and Potosi are more likely to be
unemployed; and (v) certain educated groups are more likely to be unemployed.

3.25 While unemployment is relatively low for those with incomplete primary,
complete primary, and university educations, the rate of unemployment is high for
secondary school graduates. Breaking this down even further, the rate of unemployment
for those with a complete secondary education is 7.5 percent and for those with a
technical higher education is 6.7 percent. The highest rate of unemployment (8 percent)
is for those with an incomplete university education, while the lowest unemployment rate
is for those with a complete primary education (2.5 percent). The poor cannot afford to
be unemployed, and unemployment is highest among the young-especially those
between the ages of 15 and 24 (see figure 3-1).

1 Figure 3-1: Unemployment Rates by Age, 1993

w-D 20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-59 59-5
Age

3.26 The youth unemployment problem is mainly due to young secondary school
graduates (see table 3-3). For the 20 to 24 year age group, the unemployment rate is
largely due to technical higher graduates and university dropouts, a pattern consistent
with the luxury unemployment hypothesis (Udall and Sinclair 1982). In other words,
only those who can afford to wait for the "right job" will remain unemployed in a low
income country with no unemployment insurance. For the majority of people, this is not
possible. Further compounding the problem may be a lack of demand for technical
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higher education graduates. For those with secondary education there is the problem of
competing with the less educated and at the same time with higher education graduates.
Given the low wages earned by those with less than a secondary level education, it is not
realistic for secondary school graduates to compete in terms of wages-technical higher
graduates are probably already flooding that market, and university graduates are more
skilled than secondary school graduates. While there is not enough data to make a strong
conclusion, it would appear that the young educated groups with high rates of
unemployment probably have unrealistic wage and job expectations. This may be
confirmed by looking at the age distribution of unemployment. It appears that over time
unemployment quickly declines to the national average.

Table 3-3: Unemployment by Age and Education, 1993

Primary Primary Secondary Secondary Technical Teacher University University
Age Incomplete Complete Incomplete Complete Higher Training Incomplete Complete

15-19 6.7 1.3 11.2 34.7 0.0 n.a. n.a. n.a.
20-24 5.7 3.1 6.3 8.9 11.6 0.0 26.8 7.0
25-29 3.6 5.3 4.6 3.7 7.8 5.6 8.7 5.9
30-34 3.0 1.2 6.6 9.4 6.8 1.1 5.9 6.3
35-39 5.6 0.0 2.7 3.8 7.0 0.0 3.8 4.0
40-44 3.7 2.9 3.1 4.0 6.9 0.0 4.7 4.6
45-49 2.4 0.0 1.5 10.5 3.0 0.0 7.2 4.5
50-54 7.1 0.0 2.5 4.2 0.0 0.0 22.2 2.2
55-59 3.1 21.7 4.6 2.6 0.0 0.0 0.0 0.0
59-65 2.2 5.7 7.4 4.0 0.0 0.0 0.0 4.3
Note: n.a. not applicable

|ource: Integrated Household Survey 1993.

3.27 Holding all other factors constant, the marginal effect on unemployment is highest
for those with a secondary complete or university incomplete education (see appendix 3-
3, table 3-21). For example, having a complete secondary school education increases the
probability of being unemployed by about 5 percent. Furthermore, being indigenous is
negatively associated with being unemployed.

3.28 In summary, the evidence suggests that unemployment is not a serious concern in
urban areas. Although it peaked during the late 1980s, it has now returned to its pre-
stabilization level. Those groups with the highest probability of being poor are generally
not unemployed, suggesting the need to increase the wages of the poor.

Barriers to Movement between Wage and Self-employment

3.29 Entry into a sector is influenced by three factors: (i) the relative wage difference-
that is, if a particular sector offers a higher wage, then there is a greater desire to work in
that sector; (ii) sector specific preferences-that is, if there is a negative stigma associated
with working in self-employment, then individuals may prefer not to be self-employed,
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even though the earnings may be higher; and (iii) barriers to movements between sectors
could influence the participation decision-that is, rationing.3

3.30 The difficulty is to distinguish rationing from preferences and the effect of wages.4

However, it appears that after holding all other factors constant, rationing for wage-
employment has decreased. The base group is males with lower education, in the 19 to
35 year age bracket and a non-indigenous background. Compared to this group,
indigenous workers, those from the higher age groups, and females have experienced less
decrease in rationing. Entry into wage jobs has become easier for those with higher
education, especially for those with primary school teacher training.

3.31 For males, the probability of participating in wage employment has generally
increased over the period 1989 to 1993. The effects are strongest for those with lower
education and teacher training, and for indigenous males. The participation of other
groups, which already were highly represented in wage employment, has remained about
constant. An exception to this is those with university training-that is, they have
experienced a decrease in the participation in wage employment. The probability of
participation in self-employment generally decreased over this same period, with
university education remaining constant. For females, there has been a decrease in the
probability of participation in wage employment for the less educated. Furtherrnore, the
probability of participation of indigenous females in self-employment has increased
slightly.

Migration

3.32 Migration is closely linked to labor markets (see figure 3-2). Among males who
migrated, 47 percent did so for work-related reasons. Among females, "family reasons"
is the most quoted reason for moving.

3 More specifically, since self-employment is generally regarded as free entry this mainly reflects the decision to
participate in wage employment. If individuals are prevented from working in this sector even though they are
willing to work below the going market wage, then there is rationing. This could occur for various reasons.
Those holding a wage job may press their employer to keep the number of jobs limited in order to secure their
own earnings or unions may bargain over wages above the market level.

4 Pradhan (1994) used information on reported search for work to make the distinction. A simpler method is used
in Pradhan (1995) exploiting the fact that two waves of data are available.
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Figure 3-2: Reasons for Migration, 1993
Males Females

NoLofo No
Other Response Work Response Look for Change of
3% 13% 33r 14% Work 12% Work 3%

3% 13% 33% Other 1% Education

Family _! | i7Health 1%
Reason W

Health Education Change of Reason
2% 10% Work 62%

. ~~~~~~~15%

3.33 In general, migrants (defined as
, | ~~~~~~~~Table 3-4: Cbaracteristics ofthose who resided elsewhere five years . .O

ago)~~~~~ ~ ~ arIiia nbakrudt h Migrants as Opposed to Non-Migrants, 1993 1ago) are similar In background to the | Non-movers Movers
urban population in general. Generally, Years of Education 9.8 9.8
migrants are young, averaging 32 years Female (%) 53.0 52.0
of age (see table 3-4). The Indigenous (%) 47.0 51.0

unemployment rate among migrants is Age (years) 36.5 32.0
higher than for the rest of thle Wage employment (%) 33.0 34.0

hlgher tion However, o f tne Self-employment (%) 22.0 17.0
population. However, once working, Not working(%) 34.0 36.0
wages and participation are similar to Other (%) 10.0 12.0
the rest of the urban population, the Unemployed (%) 5.5 7.4
latter indicating little difference in Hourly wage (Bs) 3.5 3.5
barriers to entry in wage as opposed to Sample size 9,090 985

self-employment. ~~~~~Source: EIH 1993.self-employment.

3.34 Since most people move in3.34r So fince mosk,it peopltermves ing toTable 3-5: Labor Market Status of Recent
order to find work, It IS interesting to Migrants as Opposed to Non-recent Migrants, 1993
see how long it takes migrants to Non-recent Recent
integrate into the new labor market.5 migrant migrant
Among recent migrants, the Unemployment rate (%) 5.7 12.0
unemployment rate is 12 percent, Wage (if working, in hourly Bs) 2.4 2.4
whereas among non-recent migrants it In wage work (%) 57.2 68.2

In self-employment ()24.5 9.1
is similar to the rate among the urban Working elsewhere(%) 18.2 22.7
population-(about 6 percent). This Soulrce: EIH 1993.

indicates that between one and five
years after moving, migrants are integrated into their new labor market (see table 3-5).

3.35 Furthermore, migrants follow differences in wages across departments and a large
proportion of migration (probably rural-urban) remains within the departments (see table

Recent movers are defined as those who resided elsewhere one year ago. Non-recent movers resided elsewhere
five years ago, but lived in the same place last year.
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3-6). Cross-departmental migration has been towards high wage areas. Cochabamba,
Santa Cruz, La Paz and Sucre have had net inflows of migrants, while Potosi and Oruro
have encountered net outflows. Using the survey data, however, it is not possible to
record migration towards the rural areas and these flows are unknown.

Table 3-6: Origin and Direction of Migration" by Department (percent), 1993
Moved to

Originating La Cocha- Santa
from Sucre Pazb bamba Oruro Potosi Tarija Cruz Trinidad Cobija Total

Sucre 1.8 0.4 0.9 0.1 0.7 0.9 1.3 0.0 0.0 6.2
La Pazb 0.5 22.7 5.4 0.7 0.8 0.4 1.6 0.2 0.2 32.6
Cochabamba 0.7 2.3 2.9 0.7 0.3 0.1 2.7 0.3 0.1 10.3
Oruro 0.2 1.7 2.9 2.2 0.7 0.4 0.8 0.1 0.0 9.1
Potosi 2.8 1.8 1.7 0.5 2.2 2.1 0.7 0.0 0.1 12.1
Tarija 0.5 0.4 0.4 0.2 0.4 1.9 0.3 0.0 0.0 4.2
Santa Cruz 1.0 2.2 2.3 0.1 0.3 0.3 5.4 1.0 0.4 13.1
Trinidad 0.3 0.8 0.6 0.0 0.0 0.4 0.8 0.9 0.1 4.0
Cobija 0.0 0.2 0.0 0.0 0.0 0.0 0.0 0.3 0.3 0.8
Abroad 0.9 1.5 1.6 0.2 0.3 1.1 1.7 0.1 0.2 7.7
Total 8.8 34.2 18.9 4.8 5.8 7.7 15.4 2.9 1.4 100.0
Note: a. Migrants are defined as those who resided elsewhere 7 years ago. b. La Paz includes El Alto.
Source: EIHI1993.

3.36 Between 1988 and 1993, about 158,000 people migrated to urban areas. By 1993,
5 percent of the urban population consisted of migrants. Relative to the urban population,
the outward migration was highest in Trinidad, Potosi, and Oruro, the last two of which
are traditional mining areas (see table 3-7). Most migrants moved to the three largest
cities-La Paz, Cochabamba, and Santa Cruz-with Cochabamba receiving the largest
net inflow of migrants.

Table 3-7: Migration Towards Urban Areas between 1988 and 1993 by Department
(number of individuals)"'

Population Departures Arrivals
1993 Migrants % 1993 pop Migrants % 1993 pop

Sucre 154,155 8,526 5.5 11,434 7.4
La Paz 1,255,535 58,014 4.6 65,681 5.2
Cochabamba 545,310 16,723 3.1 29,196 5.4
Oruro 204,398 14,616 7.2 7,974 3.9
Potosi 130,167 16,136 12.4 5,843 4.5
Tarija 99,443 5,246 5.3 6,734 6.8
St Cruz 735,782 19,987 2.7 28,716 3.9
Trinidad 39,902 5,453 13.7 1,325 3.3
Cobija 21,711 902 4.2 1,041 4.8
Abroad 12,341
Total 3,186,403 157,944 157,944
Note: a. Estimates based on expanded survey data, and calculated from the 985 migrants recorded in the EIH 1993.
Source: EIH 1993.



-90-
Background Paper No. 3 The Labor Market: Increasing the Labor Productivity of the Poor

3.37 Other than the original district of
residence, little informnation about the Table 3-8: Probability of

sle r ou Encountering a Migrant (percent), 1993
situation of the migrant before moving is Males Females
available in the household survey.6 The Base' 7.6 9.8
analysis suggests that migrants are most 12 years education 7.8 8.7
likely to be young, married, and indigenous. enous 11.5 12.4
In the district of Potosi, there is a significantly Podi 15.4 11.3
higher probability of encountering a male Potosi 12.0 11.3
migrant. By the same token, in Cochabamba NAge=25 12.0 18.5
there is a significantly lower probability of Note: a. Base is the standard individual, defined asage 35, non-indigenous, with six years of education,
encountering a female migrant. Using the married, and living in Sucre.
estimated coefficients (see appendix 3-3, table Source: EIH 1993.

3-40), the probability of encountering a migrant for different types of individuals has
been calculated (see table 3-8). The probability for encountering a "standard" individual
is about 7.6 percent for a male and 9.8 percent for a female.7 The probability of
encountering a migrant ranges from about 7 to 19 percent. Generally, the probability of
encountering a female migrant is slightly higher than of encountering a male migrant.

III. HUMAN CAPITAL

Education

3.38 Education reform and the development of human capital has been identified as a
major focus for economic growth and poverty alleviation. Educational attainment is low
overall in Bolivia, so it is an obvious human capital investment priority. It is important to
identify within the educational system the specific priority areas of public sector
intervention.

3.39 The average level of schooling of the population is only four years (1993). This is
quite low compared with other countries in the region-Paraguay 4.9 years; Peru 6.4
years; and Costa Rica 5.7 years. The adult literacy rate is only 77 percent and again low
compared to regional averages-Paraguay 90 percent; Peru 85 percent; and Costa Rica 92
percent. The low level of schooling and literacy is reflected in the attainment of the

6 Theory stresses differences in wages between regions as the main factor driving migration. The analysis of the
determinants of migration is based on a reduced form nature (see appendix 3-3, table 3-40). The dependent
variable indicates whether the respondent migrated into their current residence in the past five years. Migrants
are compared with the population which has lived in the current residence for more than five years. The
regression explains the probability of encountering a migrant and not the decision to move. For the latter type of
analysis, the migrants should be compared with those who decided not to move, many of whom live in the rural
areas and are not captured in the survey.

7 The characteristics of a "standard" individual are as follows: age 35, non-indigenous, with six years of education,
married, and living in Sucre. The probability of encountering the standards are in the first row of Table 3-8,
while in the subsequent rows the explanatory variables are changed one at a time.
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urban labor force (see figure 3-3). While there has been a considerable increase in
schooling since the mid 1 970s, there remains scope for increase in the future.

Percent Figure 3-3: Educational Attainment
of the Urban Labor Force, 1976 and 1991

50

40

30 031976

20 .1991

10Kw 1

None Primary Secondary Hher

3.40 The earnings ratios between different categories of workers has remained stable
over time (see table 3-9). More specifically: (i) males earn more than females; (ii) public
sector workers earn more than private sector workers; (iii) employers earn more than
other categories of workers; and (iv) there is a strong relationship between earnings and
education level.

Table 3-9: Mean Monthly Earnings by Selected Worker Characteristics, 1989 to 1993
(in 1993 Bs)

1989 1991 1993
Overall 689 596 662
Male 833 720 788
Female 478 411 466
Educational level

No education (less than primary) 501 396 390
Primary Complete 585 530 496
Secondary Complete 742 659 761
University Complete 1,765 1,534 1,794

Sector of Employment
Public 700 668 803
Private 661 580 632

Type of Employment
Employer 2,022 1,528 1,693
Employee 721 708 781
Laborer 534 442 438
Self-employed 645 485 454
Other 259 192 211

Source: ElH 1993.

3.41 As noted previously, during the 1980s there was a sharp decline in the returns to
schooling. By the early 1990s, this trend started to reverse and the returns to schooling
stabilized at about 10 percent (see figure 3-4).
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3.42 By level, the private rates of return to schooling (estimated from earnings
functions) have remained fairly stable (see figure 3-5). The returns to primary and
university education are high, but returns to primary schooling are the highest of all and
have increased over time. This should offer individuals an incentive to complete the full
primary cycle. However, it is somewhat surprising that the returns to secondary
schooling are low and have decreased over time.

A -~ Figure 3-4: Overall Private Rates Figure 3-5: Private Rates of Retum X

Percent of Return to Schooling, 1980-93 to Schooling by Level,
14 PeIrcent 1980 and 1991 F01989
124 *20- 1 992

15 I
0 CO4m 0 C4 0F --
2 g! Oi im. M a m rinmary Secondary Lnirversity

Estimated by Earnings Functions

3.43 Alternative estimation methods confirm these findings-investments in schooling
are profitable at all levels, especially university education for individuals. Both methods
(full and internal rate of return) show that the returns to schooling increased at all levels,
except secondary, which continues to be the least profitable level (see figure 3-6).
Differences in returns reflect the level of public subsidization.8 The full method implies
that university education is the most profitable level of schooling, while the earnings
function method shows that primary education offers the highest rate of return. However,
the results refer only to urban areas and do not account for the higher unemployment rates
experienced by university graduates relative to primary school graduates. The social rates
of return take only social costs into account, not social benefits, such as reduced fertility
and mortality. In terms of impact on both poverty and equity, primary education benefits
the poorest segments of the population. As primary education also exhibits a high rate of
return, once the equity criteria are considered primary education is highly justified as the
level for priority public sector investment.9 According to both estimation methods, only
the returns to primary education increased over time, signaling the need to further invest
in this subsector. The fact that the returns to schooling at the primary level have
increased despite an increase in the overall level of schooling signifies an increase in the
demand for labor at this level.

8 Private returns take into account foregone earnings while social returns also take into account the public cost of
the provision of schooling.

As in most countries, university education is oversubsidized by the public sector, followed by secondary (see
appendix 3-3, table 3-31). However, primary education-what should be the priority investment subsector-is
the least subsidized. The high private rates of return to university education should be enough to entice
individuals to invest in their own education. Secondary education offers very low rates of return and is
oversubsidized. Primary education offers a solid rate of return.
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Figure 3-6: Rates of Return to Schooling by Level, Full Method, 1989 and 1991
Percent Private Social

20 T20 [18

15 *199

10 1

Prinrary Secondary University Prirnry Secondary University

3.44 Based on the 1995 limited rural household survey, it has been estimated that a
minimal schooling investment of only one to three years leads to 53 percent increase in
earnings compared to those with no schooling-that is, 18 percent private rate of return.
In addition, using the same data set, earning functions have been fitted to estimate the
determinants of earnings for rural Bolivians. For the whole sample, in a reduced
specification, schooling is a statistically significant variable explaining earnings.
However, when other variables are added to the specification, schooling is not
statistically significant, but the language variables continue to be so (see appendix 3-2)

3.45 High private rates of return at all levels of education justify large investments by
families or students, through immediate or deferred cost-sharing. There are, however,
good reasons for public intervention, especially for basic education. More specifically,
these reasons include: (i) improving income distribution: (ii) capital market
imperfections, which make it hard to borrow for human capital investments; (iii)
information asymmetries-that is, low income families are less informed about the
benefits of education; and (iv) externalities linked with education (World Bank 1995). In
fact, it may be necessary to supplement the income of poor families to ensure that their
children participate in school-for example, through targeted scholarships for girls.

3.46 While public expenditures on primary and secondary education remained constant
between 1990 and 1992, there was an increase in expenditures on higher education (see
appendix 3-3, table 3-32). As suggested, as it is a public sector priority, there should
have been increases in public expenditures on primary education. Relative to the cost
between primary and secondary education, there is not much difference in eamings (see
appendix 3-3, table 3-33). However, there is a considerable difference between the
earnings of those with a complete primary education and those with less than a complete
primary education. Finally, the eamings of university graduates are very high, but the
cost of producing a university graduate is also very high.

3.47 As would be expected, the returns to schooling in the competitive private sector of
the labor market are higher than the returns to schooling in the public sector (see figure 3-
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7). Although the average earnings are higher in the public sector, the returns to schooling
in the private sector reflect the payoff to higher productivity in this sector.'"

Figure 3-7: Overall Private Rates of Return to
Schooling by Sector of Employment Using Earnings

Percent Functions, 1989-93
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3.48 The returns to schooling by gender have also increased since the late 1980s.
There was a particularly large increase in the returns to schooling for females, and the gap
in the returns to schooling are wide, in favor of females (see figure 3-8). Thus, investing
in education for girls is a profitable investment.

Figure 3-8: Overall Private Rates of Return to 1
Schooling by Gender, Estimated by Earning Functions,
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3.49 As indicated in this and other background papers, the female illiteracy rate is
twice the male rate, females earn less than males, and females are more likely to be poor.
In an analysis of female labor force participation and male-female earnings differentials
in 1989, Scott (1992) reveals that little of the earnings differential is due to education and
labor market experience. More specifically, between 15 and 24 percent of the overall
male-female earnings differential is due to productive characteristics-that is, from
education or from labor market experience. The remainder (between 76 and 85 percent)
is due to the pay structure. In other words, as much as 85 percent of the earnings
differential may be due to discrimination.

10 In the public sector, wages are administratively set and there is not much variance. However, in the private
sector earnings are more liikely to reflect productivity differences.
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3.50 More recent analysis (based on the 1993 survey) reveals little change since 1989,
with a possible slight decrease in the discrimination component (see table 3-10).
However, the level of discrimination against women in the labor market continues to be
very high. Thus, it is necessary to reduce this discrimination against women, both in
terms of improving their access to the labor market and in terms of promoting equal
remuneration. Legal efforts are required to reduce barriers to entry and to guarantee
equal pay for equal work. In addition, investing in the education of girls will increase
incomes and help to reduce the gender-earnings gap.

Table 3-10: Decomposition of the Male-Female Earnings Differentials, 1989 and 1993
Percentage Due to

Endowments Pay Structure
1989
Evaluated at: Female means 14.9 85.1

(male wage structure)
Male means 24.1 75.9
(female wage structure)

1993 '
Evaluated at: Female means 20.2 79.8

(male wage structure)
Male means 24.1 75.9
(female wage structure)

Note: a. Computed from earnings functions reported in appendix 3-3, table 3-24 using EIH 1993 and
estimation techniques outlined in Appendix 3-1.
Source: Scott 1992 and EIH 1993.

3.51 Even worse, on average indigenous Table 3-11: Mean Urban Monthly Earnings
women earn less than half the earmings of for Females, by Selected Characteristics, 1993
non-indigenous women (see table 3-1 1). (Bs)
In addition, indigenous women are less Overall 466
educated (have four years less schooling), Ethnicity
anld a large nwmber who work are self- Indigenous 303

Non-indigenous 633
employed (more than 50 percent). Educational Level
Indigenous women receive lower returns to No Education (less than primary) 261
schooling than do non-indigenous Primary Complete 323
women-8.3 versus 11.3 percent (see Secondary Complete 621

University Complete 1,220
appendix 3-3, table 3-35). Nevertheless, Sector of Employment
schooling has a large positive impact on Public 595
overall earnings attainment. It is Private 438
interesting to note that indigenous women Type of EmploymentEmployer 1,769
receive higher returns to experience, but Laborer 263

not to hours worked. Employee 625
Self-employed 307

3.52 Using the 1995 limited rural Other 203
LSourcce: E-IH1993.

household survey, earnings functions were I
also fitted separately for females (and males). As an explanatory variable, schooling is



-96-
Background Paper No. 3 The Labor Market. Increasing the Labor Productivity of the Poor

significant and has a particularly large effect on the earnings of females (but not for
males). It was estimated that, on average, the private rate of return per year of additional
schooling for females is over 20 percent (see appendix 3-2).

Promoting Child Education And Reducing Child Labor

3.53 Bolivian law prohibits the employment of persons under the age of 18 years in
dangerous, unhealthy or immoral work. The labor code is ambiguous on the conditions
of employment for some minors (aged fourteen through seventeen), however, and it
permits apprenticeship for children aged twelve through fourteen." The Ministry of
Labor is responsible for enforcing child labor provisions. However, existing legal
provisions concerning the employment of children are generally not enforced-young
children can be found on urban streets hawking goods, shining shoes, and assisting
transport operations, and in rural settings working alongside their parents from an early
age. While children are not usually employed in factories or businesses, where they are
employed they usually work the same hours as adults. There is compulsory education
through the primary level (eight years through age thirteen), and therefore,
apprenticeships may conflict with school attendance.

3.54 In urban areas, although many children do not attend school, only 2 percent of
primary school age children report that they work for wages (see appendix 3-3, table 3-
45). Among children aged seven to seventeen years, over 7 percent report that they work
for wages, and on average, contribute about 19 percent of the total household income (see
table 3-12). Therefore, the wages of the children are significant and constitute an
important component of family income. The contribution to family income, in general,
rises with age in all countries; in Bolivia there is a large increase between years thirteen
and fourteen, representing the last year of compulsory schooling (see figure 3-9).

Table 3-12: Intercountry Comparison of Contributions of Children to Family Income
Child Contributions as a Percent of Household Income

Country Overall Contribution by Age
a. b. c.

Peru (1991) 14 8 12 17
Paraguay (1990) 24 20 22 26
Bolivia (1993) 19 12 14 20
Note: a. ages 10 to 12 for Peru, 12 to 14 for Paraguay, and 7 to 10 for Bolivia;

b. ages 13 to 15 for Peru, 15 to 16 for Paraguay, and I I to 13 for Bolivia;
c. ages 16 to 18 for Peru, 17 to 19 for Paraguay, and 14 to 17 for Bolivia.

Source: Patrinos and Psacharopoulos 1995a, 1995b; ElH 1993.

This practice has been repeatedly criticized by ILO committees. The government has responded that it intends to
revise both this and other provisions of the labor code.
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(Bs./mth) Figure 3-9: Children's Earnings by Age, 1993
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3.55 On average, working children earn about 207 Bs per month-which is equivalent
to about one-third of the adult wage, or just under the official minimum wage. Children
reportedly put in about 50 hours of work per week (more than is reported by adults) and
may be also reporting non-wage work. Many children (56 percent) who report working
for wages are also enrolled in school.

3.56 As child labor is important for family well-being, to reduce child labor some form
of intervention may be necessary. The objective of such an intervention is two-fold: (i) to
ensure that poor children and their families are not further impoverished; and (ii) to
ensure that children are able to continue with their schooling. Therefore, it may be
necessary to subsidize poor families so that their children will not work. In order to make
this mandate enforceable and to avoid moral hazard, the subsidy payment should be used
to keep the children in school. A scholarship for poor children could be initiated with at
least part of the payment made to the families.

3.57 With a primary school gross enrollment rate of only 80 percent (and lower in rural
areas), there are many children out of school in Bolivia. Only 10 percent of the primary
school age group completes the cycle, and the net enrollment rate is only 65 percent.
However, as indicated, the benefits of primary schooling are high to the individual, the
family and to society as a whole. In fact, from the social point of view, the cost of nQI
completing the primary cycle is very high.

3.58 In addition to reflecting the low overall spending on education, low enrollment
and completion also reflect other factors. Especially important for the non-Spanish
speaking population is inappropriate curricula. This is a particularly strong barrier for the
rural indigenous population, most notably girls. A supply response is necessary,
including expanding the system of bilingual education, and which is beginning to be
addressed through the on-going education reform. It is also important that demand-side
interventions be put in place, however. As indicated, a demand-side finance mechanism
that has been used in other countries is targeted scholarships. These are designed to
improve access by the poor, to increase community and family participation, and to
increase parents' appreciation of the value of educating daughters.

3.59 Scholarships have been used in a number of countries, including India, Nepal,
China, Malawi, Pakistan, Bangladesh, and Guatemala. The Female Education
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Scholarship Program in Bangladesh provides stipends for girls to attend secondary
schools in rural areas. Targeting is based on impoverishment, low female literacy, and
low female attendance.'2 Evaluations of this program show that in targeted areas there
has been: (i) a considerable increase in enrollment rates-doubling the national average,
from 7.9 percent to 14 percent; (ii) a reduction in the dropout rate-from 14.7 percent to
3.5 percent; (iii) an increase in the status of girls within the community and family; and
(iv) an increase in the age of marriage-from 12 to 15 years to 18 to 19 years (Tietjen
1991). To be eligible for stipends, parents must agree that their daughters will: (i) attend
school for at least 75 percent of the school year; (ii) obtain on average at least second
class marks (45 to 59 percent) on final examinations; and (iii) remain unmarried until
completing secondary school.

3.60 Guatemala also has a girls scholarship program-Educate Girls!-which offers 25
quetzales (US$4) per month per child for 11 months and is targeted at girls enrolled in
primary schools within targeted areas. The stipend amount is supposed to cover
minimum needs and is set at a rate that will not induce dependency. The program targets
girls aged seven to fourteen years (preferably in the first to third grades) with limited
economic resources, and whose parents show interest and give consent.'3 The
Guatemalan programs are modeled after a program begun in 1987 by an NGO in rural
indigenous areas, itself modeled after the Bangladesh prograrn. That program has been
evaluated as successful, leading to high retention rates in the Guatemalan altiplano-
during the first year, more than 90 percent of the scholarship recipients completed the
school year (King and Hill 1993).

3.61 As earnings differentials between those with a primary school diploma and those
with less than complete primary are large, it is possible to justify relatively large
subsidies. The level of stipend must be set carefully, however, to avoid moral hazard, but
at the same time make school attendance attractive. In order to set the appropriate
subsidy, it is important to consider the potential benefit to completing primary schooling
(as reflected in the rate of return) and the costs associated with schooling. Given the high
social returns and positive externalities, it is appropriate that the government not charge
tuition at the primary level. However, there are other direct costs associated with
attending primary schools, including registration fees, report card fees, uniforms, school
supplies and transportation. In urban areas, direct charges have been estimated at 603 Bs
per year (US$124).

12 The stipends cover from 30 to 54 percent of school expenses (including tuition, school fees, uniforms, shoes,
umbrellas, snacks, kerosene, and transport) in grades 6 to 10. They increase progressively to reflect the rising
costs of upper grades and the need for larger incentives to counteract dropouts. Stipends are as follows:
US$12-grade 6; US$14-grade 7; US$15-grade 8; US$30-grade 9; US$36-grade 10. The stipends are
paid in two annual installments directly to girls through the use of pre-established personal accounts in local
bank branches. Tuition is paid directly to the schools' bank accounts.

3 In 1994, the Basic Education Strengthening Project (sponsored by USAID) awarded scholarships to 349 girls,
for a total of 96,000 quetzales (about $10,400). Another program (financed directly by the govemment) is
similar, but offers 50 instead of 25 quetzales, and specifically targets indigenous girls.
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3.62 In addition to the direct costs, there are also indirect costs (the value of the child's
time in alternative activities) which are an important cost component that households
must bear when they send their children to school. The opportunity cost of a child's time
represents the value of foregone earnings or household work associated with the child
going to school (that is, classroom time, time for homework, and time to travel back and
forth from school). Evidence from other countries suggests that the indirect costs can be
twice as high as the direct costs. While it is usually assumed that the opportunity costs
of a primary-aged child is quite low, in many countries children as young as six or seven
report earning wages.

3.63 To determine an appropriate scholarship level in Bolivia, one approach would be
to set the stipend amount at a percentage of the estimated foregone earnings for school
children using the household survey information. It is not necessary that the scholarship
cover all foregone earnings, but just enough to ensure enrollment. If one accepts the
household survey earnings figures for seven to ten year old children, then an estimate of
foregone earnings would be about 67 Bs (US$17 per month). An alternative would be to
use the minimum wage in urban areas. For girls who may not be earning wages, an
alternative would be to use the salary of domestic workers since their non-school
activities are likely to be dominated by household care. On the other hand, to determine
the appropriate level in rural areas, one could use the agricultural wage. A more in-depth
analysis is necessary to determine the exact level of subsidy required, but in any event, it
is probably best to vary the amount of the subsidy by age.'4

IV. HUMAN CAPITAL AND ETHNICITY

Discrimination in Urban Bolivia: 1989 to 1993

3.64 As indicated, poverty among indigenous people is pervasive and severe. While
more than half of the total population is poor: (i) two-thirds of the bilingual indigenous
population is poor; and (ii) almost three-quarters of the monolingual indigenous
population is poor. This section tries to determine how much of the inequality between
indigenous and non-indigenous people is due to productive characteristics and how much
is not explained by productive characteristics and, therefore, is due to discrimination.'5

3.65 Most theories predict that discrimination will eventually decrease for three
reasons:

14 The additional analysis required would entail carrying out surveys in the target areas to determine the actual
costs associated with attending primary school. In addition, demand functions should be estimated in order to
determine the likely impact of fee reductions and subsidies.

'5 This is done by decomposing the earnings differential between indigenous and non-indigenous workers using the
1993 household survey. These results are compared with a previous analysis that used the 1989 household
survey.
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(a) It is inefficient from the perspective of profit maximizing employers-this
should increase as a goal for employers in Bolivia as the public sector
decreases in size.

(b) Ethnic differences will decline over time as groups become assimilated-
there is evidence that this is occurring in rural areas as the monolingual
indigenous population is disappearing.

(c) Ethnic groups will achieve equality in terms of human capital-there is
evidence that the schooling gap between indigenous and non-indigenous
people is shrinking.

3.66 More specifically, free markets and access to quality education should lead to less
discrimination over time. However, as a result of such factors as ethnic and linguistic
differences, segmented labor markets can restrain the equalizing forces of competition.'6

Among Latin American countries for which the earnings differential between ethnic
groups has been examined, the level of discrimination is lowest in Bolivia (Patrinos
1994)."

3.67 In 1993, non-indigenous male workers earned considerably more than indigenous
males-988 Bs per month compared to 609 Bs per month (see table 3-13). Indigenous
earmings are 61.7 percent of non-indigenous earnings, a slight improvement from 1989.
While the returns to schooling increased for both groups, the gap remains and favors non-
indigenous workers (see figure 3-10). Finally, indigenous workers possess fewer years of
schooling-the gap is 2.4 years and appears to have decreased by almost one-third of a
year (12 percent) since 1989 (Psacharopoulos and Patrinos 1994).

16 Research based on modern industrial societies, such as the United States, points to the reduction of
discrimination over time. However, little research effort has gone into examining these issues in developing
countries, where, theoretically, discrimination is most likely due to the nature of the market and the great
linguistic and ethnic differences not dissipated by schooling. The fact that indigenous populations have
remained distinct after centuries of assimilation policies, violence, rural-urban migration, and increasing levels of
schooling reflects the insufficiency of most theories.

17 Discrimination is estimated to be much higher in other countries, especially those with large indigenous
populations such as Guatemala. Brazil (the only country for which estimates of discrimination over time exist)
shows an increasing level of discrimination against blacks. On the other hand, in Paraguay discrimination
against Guarani speakers is estimated to be low. In all cases except Paraguay, the minority groups have less
schooling and lower returns to schooling.
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Table 3-13:
Mean Monthly Earnings for Males, by Selected Characteristics, 1993

Indigenous Non-indigenous
Mean Earnings (in Bs)
Overall 609 988
By Education Levels: No primary 468 559

Primary 502 645
Secondary 747 926
University 1,514 2,355

By Sectors: Public 725 1,234
Private 585 943

By Occupation: Employer 1,118 2,157
Laborer 418 498
Employee 702 1,030
Self-employed 520 764
Other 302 467

By Department: La Paz 569 1,044
Chuquisaca 778 935
Cochabamba 594 1,040
Oruro 516 577
Potosi 511 644
Tarija 475 655
Santa 981 1,042
Beni 639 797
Pando 867 984

Source: EIH 1993.

Figure 3-10: Overall Private Rates of Return to Schooling,
Esimated by Earnings Functions, 1989 and 1993

Percent
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3.68 The evidence suggests that equalization of human capital and other productive
characteristics would result in the near elimination of earnings differentials between
indigenous and non-indigenous workers. The results of a 1989 statistical decomposition
of the ethnic earnings differential between indigenous and non-indigenous male workers
suggests that 72 percent of the overall earnings differential is due to disparities in
productive characteristics (see table 3-14). In other words, the earnings differential
between indigenous and non-indigenous working males would narrow by 72 percent if
each group were endowed with the same productive characteristics. The remaining 28
percent difference in earnings is unexplained, and reflects both measurement error and
unaccounted factors, including disparities in ability, quality of education, labor force
participation, culture, and labor market discrimination. Therefore, at most, discrimination
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could only account for as much as 28 percent of the overall earnings differential between
indigenous and non-indigenous male workers in the urban labor market.

Table 3-14:
Non-indigenous Males' Earnings Advantage and Its Decomposition, 1989

Amount Attributed To:
Indigenous Over all

Worker's Earnings Differential Endowments Pay Structure
Gap (in current Bs) 232 166 66
As percent of non-indigenous 61 44 17
earnings
As percent of over all
differential 100 72 28
Source: Psacharopoulos and Patrinos 1994.

3.69 Based on the 1993 urban information, male indigenous workers are older and,
therefore, more likely to be married and also have more years of potential labor market
experience. A large share of the indigenous sample is self-employed, and there are fewer
salaried employees, employers and professionals relative to the non-indigenous sample
(see appendix 3-3, table 3-43)." The average returns to schooling are higher for non-
indigenous male workers than for indigenous male workers (see appendix 3-3, table 3-
43). Similarly, non-indigenous workers receive higher returns to labor market
experience. The number of hours worked per week has a higher payoff for non-
indigenous workers by a considerable margin. Finally, there is a large negative earnings
impact associated with self-employment, especially among indigenous workers.

3.70 In 1993, the share of the overall earnings differential that is due to the productive
characteristics of individuals is 75 to 79 percent (see table 3-15). In other words, if
indigenous male workers were endowed with the same productive characteristics as non-
indigenous male workers, the earnings differential between them would narrow by 79
percent. The remaining difference in earnings (21 to 25 percent) is unexplained, again
picking up any unmeasured differences including discrimination. Therefore, labor market
discrimination against indigenous male workers in the urban labor market could account
for only as much as 25 percent of the overall earnings differential.

I8 Regionally, half of the indigenous sample is from La Paz, while 44 percent of the non-indigenous sample is from
Santa Cruz.
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Table 3-15: Decomposition of
Indigenous as Opposed to Non-indigenous Earnings Differentials, 1993

Portion of Overall Earnings
Differential due to Differences in:

Specification Endowments Pay Structure
1. Evaluated at: Non-indigenous pay structure 79.1 20.9

(indigenous means)
2. Evaluated at: Indigenous pay structure 74.9 25.1

(non-indigenous means)
3. Evaluated at: Nondiscriminatory pay structure 76.9 23.1

(proportional means)
4. Evaluated at: Nondiscriminatory pay structure 79.0 21.0

(estimated means)
Source: Calculated from the results presented in appendix 3-3, table 3-43, using the four decomposition equations
outlined in appendix 3-1.

3.71 The 1989 and 1993 results are very similar-at most, only 25 to 30 percent of the
wage differential between indigenous and non-indigenous male workers in urban areas
may be due to discrimination. However, it could be that the type of school attended plays
a significant role in earnings determination; this is plausible given the importance of
language in this multilingual country dominated by a single language and culture. In any
event, increasing the quantity of schooling would contribute to eliminating earnings
differentials. Given that indigenous workers have fewer years of schooling than non-
indigenous workers, it is necessary to increase their human capital. Although non-
indigenous workers experience higher returns to their schooling investment than do
indigenous workers, the gap in returns has narrowed over time.

3.72 A more macro analysis has come to similar conclusions. More specifically, if
wage or employment within-industry differentials between indigenous and non-
indigenous workers were eliminated: (i) in absolute terms, the labor earnings of
indigenous workers would increase by more than 50 percent; (ii) in relative terms, the
earnings of indigenous workers would increase from about 60 percent of non-indigenous
workers' earnings to about 80 percent; (iii) in terms of output, national income would
increase by about 3 to 10 percent depending on the elasticity of substitution between the
two groups; and (iv) the earnings of non-indigenous people would be reduced only
marginally (Tzannatos, 1995).

Increasing Education to Reduce Inequality

3.73 Since most of the earnings differential between indigenous and non-indigenous
workers is due to the lack of human capital of indigenous people, it is necessary to
increase the level of education of indigenous people, including increasing the quantity of
schooling through special measures (such as targeted bursaries and special scholarships).
It also involves improving the quality of schooling for indigenous people. Related to this,
language is an important issue, as most indigenous children begin school in a language
they do not understand. Until recently, even in rural areas, classes were taught in
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Spanish, even though most indigenous children only speak Quechua or Aymara. Even in
urban areas, indigenous language-speaking children are at a clear disadvantage. While
there are some bilingual schools, clearly there is a need for expansion. Bilingual schools
are currently being expanded even in urban areas (La Paz), but most programs are in need
of more funding.'9 Very preliminary evidence from rural Bolivia indicates that bilingual
education may be increasing the returns to schooling for indigenous females.

Education for Ethnic Equality

3.74 A considerable investment in human capital would be needed to eliminate the
existing earnings differential between indigenous and non-indigenous workers. While the
investment outlay is large, it is more efficient and productive in the long run than the
obvious solution of just increasing indigenous workers' earnings. Likewise, preferential
policies, such as affirmative action, would not accomplish much as the evidence suggests
that it is not discrimination in and of itself that is holding back indigenous workers, but a
lack of human capital which makes them less productive and gives them access only to
low paying jobs.

3.75 Given the profitability Table 3-16: Investment in Human Capital Required to
of schooling, investing in the Eliminate Earnings Differentials between Indigenous

education of indigenous and Non-indigenous Male Workers in Urban Areas, 1993
people would increase their Schooling shortfall between indigenous

peronldlead to and non-indigenous workers: 2.4 years
Earnigs differential between indigenous

the eventual elimination of and non-indigenous workers: 4,548 Bs a year

earnings differentials between Investment needed to equalize education levels:
them and non-indigenous Cost of year of schooling (secondary

workers. A modest first level): 455 Bs a student
attempt to estimate the size of Cost of schooling * schooling shortfall
attempt investo entneededt (455*2.435): 1,108 Bs a student a year
the investment needed to Indigenous share of work force: 52.6 percent

eliminate the earnings Size of urban labor force: 672,387
differential between Indigenous share: 353,676

indigenous and non- Total investment needed to equalize

indigenous workers is education levels: 391,845,997 Bs a year
or

outlined below for the case of 87,076,888 US$

males in urban areas. Given
the average level of schooling in urban areas and the estimated overall schooling shortfall
of 2.4 years, the expansion in schooling would have to occur at the secondary level. It
would require an investment of 1,108 Bs in each indigenous worker, or 392 million Bs (in
1992 Bs) to totally eliminate the schooling shortfall, and hence, the earnings differential.

9 The on-going education reform program addresses these issues and includes the extension of bilingual education
to an additional 11,000 schools.
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3.76 These results provide hope for the future as they suggest that the socioeconomic
condition of indigenous people can be improved because policy-influenced variables such
as education are largely responsible for earnings differences. However, the strategy
outlined above is too expensive, and moreover, the simulation is based only on secondary
education in urban areas. A more realistic strategy would be to ensure that indigenous
children receive equal opportunities to education. This would result in focusing on the
next generation and ensuring they have access to education and, hence, to earn incomes
that would keep them out of poverty. Again, this may require direct subsidies targeted at
the poorest segments of the population.

V. SUMMARY AND CONCLUSIONS

3.77 During the late 1980s, unemployment in Bolivia was high and the school-wage
relationship was weak. With recovery during the early 1990s, unemployment is less of a
problem, and the school-wage relationship is stronger. While there was a sharp decline in
the returns to schooling during the late 1980s, this trend reversed and the returns to
schooling stabilized during the 1990s. There was a particularly large increase in the
returns to schooling for females, and the returns to schooling in the competitive private
sector of the labor market are higher than in the public sector. Primary education is the
only subsector in which the social returns to schooling increased. There was an increase
in salaried employment between 1989 and 1993 and a corresponding reduction in self-
employment.

3.78 Migration is closely linked to labor markets and follows differences in wages
across departments. The departments of Cochabamba, Santa Cruz, La Paz, and Sucre
have had a net influx of migrants, while Potosi and Oruro (traditional mining areas) have
encountered a net outflow of migration. Most migrants moved to the large cities and are
most likely to be young, married, and indigenous. Most males tend to migrate for work-
related reasons. Once working, the wages and sector participation of migrants are similar
to the rest of the urban population, the latter indicating little difference in barriers to entry
in wage versus self-employment. Between one and five years after moving, the migrants
are integrated into the new labor market.

3.79 A reduction in labor market regulations in certain areas would likely have
beneficial effects on both the average level of labor incomes and employment. A reform
of labor laws and regulations would augment the employment effects of the recent
economic dynamism at little budgetary cost. The general thrust should be to reduce
complexity and discretion, increase transparency, reduce uncertainty and thus provide
greater flexibility to compete. Efforts to implement equality in law for men and women
could help reduce the high estimated levels of discrimination against women in the labor
market.

3.80 Primary education overall offers a solid rate of return and should be a public
investment priority. In addition, emphasis should be placed on educating females. This
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is justified given the high returns and the need to ensure equal opportunities. Higher
levels of public investment in education are required for further reducing self-
employment and increasing employment in the formal private sector.

3.81 Finally, only a very small portion of the overall earnings differential between
indigenous and non-indigenous male workers in urban areas is due to unexplained factors
or discrimination. Furthermore, the discrimination component has decreased in size over
the period 1989-93. Most of the overall earnings differential is not due to being
indigenous, but rather due to productivity-enhancing attributes. With an emphasis on
increasing productivity there is much that can be done to improve the position of
indigenous people through such measures as more and better schooling. Targeting
mechanisms-scholarships for indigenous girls-and appropriate schooling-bilingual
education-could be used to achieve these objectives.
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APPENDIX 3-1

TECHNICAL APPENDIX

A. DATA SOURCES

1. Previous labor market analysis with 1989 data is reported in Psacharopoulos and
Ng (1994). They use the 1989 (second round) survey, which has 37,864 observations,
carried out in November 1989 in 17 cities with populations over 10,000. This study uses
1991 data (fourth round) from the Bolivian Encuesta Integrada de Hogares (EIH),
conducted by the Instituto Nacional de Estadistica (INE), which has 28,502 observations
and was carried out in November 1991 in the eight departamento capitals including El
Alto, but not Cobija (Pando). Villarreal (1993) conducts labor market analysis using the
1992 (fifth round) EIH survey. This study also uses 1993 data from the Bolivian
Encuesta Integrada de Hogares Continua, conducted by the Instituto Nacional de
Estadistica (INE), conducted in July to December 1993 in the same urban cities as the
1991 survey. The survey covers 20,160 individuals in 4,297 households. Subsamples of
the data are used here to carry out labor market analysis. The subsample is limited to
working individuals aged 15 to 65 years which have positive labor market earnings. The
study also uses the 1995 Limited Rural Household Survey which was carried out in May
and June, 1995. It covers 47 rural households (1,709 individuals) in four departments: La
Paz, Cochabamba, Oruro, and Potosi.

B. DECOMPOSING EARNINGS DIFFERENTIALS

2. The standard procedure for analyzing the determinants of earnings differentials
between two groups is to fit the following two equations, or earnings functions, for
employed members of the economically dominant group and employed members of the
marginal group:

LnYn = bn (1 )
LnY, = b, X, + ui (2)

where subscripts n and i represent non-indigenous (majority) and indigenous (minority)
workers; Y symbolizes labor market earnings; X represents measured productivity-
determining characteristics of the workers, such as education, experience, and other
control variables. The regression coefficient, b, reflects the returns that the market yields
to a unit change in characteristics such as education and experience. The error term, u,
reflects measurement error, as well as the effect of factors unmeasured or unobserved by
the researcher.

3. It is known that the regression lines pass through the mean values of the variables
so that,
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Ln Y =bn (4)

where hats (A) denote estimated values and bars ( ) represent mean values.

4. If indigenous (minority) workers received the same returns as do non-indigenous
(majority) workers for their endowments of wage-determining characteristics, then their
average earnings would be:

Ln (5)

which are the average earnings of indigenous (minority) workers that would prevail in the
absence of wage discrimination. Subtracting Equation 5 from Equation 3 gives the
difference between average non-indigenous (majority) earnings and the average
hypothetical indigenous (minority) earnings that would prevail if indigenous (minority)
workers were paid according to the pay structure faced by non-indigenous (majority)
workers. This difference reflects their unequal endowments of income-generating
characteristics, so that:

Ln -LnY; = bnXn-bnXi =(Xn~X) (6)

5. Subtracting Equation 4 from Equation 5 yields the difference between the
hypothetical nondiscriminatory earnings of indigenous (minority) workers and their
actual earnings. This difference reflects the different returns to the same income-
generating characteristics:

Ln <- -Ln -=i,i (7)
LYi-ny YbnXi -bi Xi = Xi(b~i 7

Adding Equations 6 and 7 yields:

Ln Lnj = + (8)

This could be rewritten as:

Ln- Yn-Ln y i(n-X)+X b i (9)

6. Thus, according to Equation 8, the overall earnings gap can be decomposed into
two components-one is the portion attributable to differences in the endowments of
income generating characteristics (X,-X,) evaluated with the non-indigenous worker pay
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structure (ba); the other portion is attributable to differences in the returns (be-b,) that non-
indigenous and indigenous workers receive for the same endowment of income-
generating characteristics (Xi). This latter component is often taken as reflecting wage
discrimination. This is known as the Oaxaca (Oaxaca 1973; see also Blinder 1973)
decomposition, which allows for estimation of discrimination from earnings functions
estimated at the indigenous means (or non-indigenous wage structure). According to
Equation 9, the components are attributable to differences in the endowments of income
generating characteristics (X"-Xi) evaluated with the indigenous worker pay structure (b,),
and to differences in the returns (ba-b,) that non-indigenous and indigenous workers
receive for the same endowment of income-generating characteristics (Xv). Similar to
Equation 8, this latter component is often taken as reflecting wage discrimination.
Equation 9 is known as the Oaxaca decomposition, but evaluated at non-indigenous
means (or indigenous wage structure).

7. The wage structure that would prevail in the absence of discrimination is not
known, however. This is referred to as the "index number problem" (see, for example,
Cotton 1988; Gunderson 1989; Neumark 1988). One solution to this problem is to obtain
estimates from both formulations and thus report a range.

8. Also, we do not know the wage that would prevail in the absence of
discrimination. In other words, the level of the nondiscriminatory wage is unknown.
Nevertheless, it is fairly certain that the nondiscriminatory wage is not the current
minority wage structure, since this would mean that this group would have no particular
economic reason for desiring an end to discrimination since their wages would be
unaffected by the change. Similarly, if it is assumed that the majority wage structure is
the equilibrium level, then one would be faced with the situation whereby the majority
group would not object to ending discrimination since their own wages would not be
affected. But as Cotton (1988) argues, neither the majority nor the minority wage
structure would prevail in the absence of discrimination because both wage structures are
a function of discrimination. The nondiscriminatory wage lies somewhere between the
wage structure of the majority and that of the minority group (see also Reimers 1983).
Cotton (1988), therefore, proposes the following formulation for decomposing the
differential:

Ln ,,-Lnr, (x - + b') + -bi) (10)

9. The decomposition component is made up of two elements, one representing the
amount by which the majority productivity characteristics are overvalued (Xb b*)
and the other the amount by which minority productivity characteristics are undervalued
(X1(b* -b )). The coefficient b* is the nondiscriminatory wage structure. This method
will give estimates that lie between those that can be derived from Equations 8 and 9; in
other words, the Oaxaca method either overestimates productivity differences and
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underestimates discrimination (Equation 8), or it underestimates productivity differences
and overestimates discrimination (Equation 9).

10. The non-discriminatory wage structure, b , however, is unobserved and its
estimate is based on a number of assumptions about its nature. First, in the absence of
discrimination, the majority group would receive a lower wage than they currently
receive and the minority group would receive a higher wage. Second, b is a linear
combination of bn and b,. Third, the nondiscriminatory wage structure will be closer to
the majority wage structure than to the minority wage structure. The non-discriminatory
wage structure, then, is operationalized in the following manner:

b* = fn+ fibi (11)

where fl and f1 are the proportions of the employed population from the majority and
minority groups.

11. Oaxaca 1989 and Ransom 1994 also examine the index number problem and the
caveats surrounding the determinants of gender wage rates in the absence of
discrimination and propose a decomposition method similar to Cotton (1988), but with
one very important difference. The nondiscriminatory wage structure in Oaxaca-Ransom
is a blend of the current wage structures for males and females, and the corresponding
coefficient, b, is an estimate of the common wage structure derived from a wage
equation (estimated by Ordinary Least Squares) using a pooled sample of males and
females.

12. Using 1993 data, all four decomposition methods and the corresponding estimates
of discrimination will be reported and commented upon. But it should be noted that in
economic terms, discrimination refers to differences in economic outcomes between
groups that cannot be accounted for by the skills and productive characteristics of these
groups (Schultz 1991). While this method allows one to determine the extent of
discrimination in the labor market, it does not allow one to determine the origins of
discrimination. Discrimination in the labor market can directly affect earnings,
occupational attainment, and training access; or it can be indirect, through discrimination
in the acquisition of skills, prior to entering the labor market (Chiswick 1987).

13. The use of earnings functions to estimate discrimination means that there will
always be a problem of omitted variables. This type of data problem means that the
unexplained component is not only a measure of discrimination but also of our ignorance.
It is because of omitted and unobserved factors that the unexplained component is seen as
an upper bound estimate of wage discrimination in the labor market. Included among the
omitted variables that are expected to account for some of the unexplained component are
the quality of labor, attachment to the labor force, lack of specific training, interrupted
work careers, and tastes and personality.
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14. There is also evidence to suggest that much of the discrimination against the
minority group is due to occupational segregation-that is, the crowding of the minority
group into certain occupations where rates of pay and chances for promotion are low.
This, of course, suggests that prior discrimination has taken place, such as lack of access
to jobs, training, and schooling. The results of a number of studies has shown that the
greater the number of variables used to control for differences in productivity-related
factors, the smaller the productivity-adjusted earnings gap (unexplained component)
relative to the unadjusted gap. Even when an extensive list of control variables is used,
however, most studies find some residual gap that they attribute to discrimination. When
the gap is close to zero, this usually results from the inclusion of control variables whose
values themselves may reflect prior discrimination (Gunderson 1989).
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APPENDIX 3-2

SCHOOLING LANGUAGE AND EARNINGS IN RURAL BOLIVIA

15. In rural areas, for individuals over Table 3-17: Schooling and Earnings, 1995

seventeen years of age, the mean number of Annual Sample

years of schooling is less than one year (0.77 Schooling Earnings (Bs) Size

years). However, for those who know Spanish None 584 36

(i.e., speak, read and write Spanish), the mean 4-5 years 1,023 6
1 4-5 years 1,023 78

years of schooling is greater than five years 6-9 years 1,199 49

(5.24 years), or completed primary education. + years 1,808 27

As expected, the lack of knowledge of Spanish Overall 1,048 251

leads to a very limited schooling attainment, or Source: 1995 Limited Rural Household Survey.

the lack of schooling attainment guarantees lack Table_3_18__Language

of Spanish language proficiency. While many and Earnings in Rural Areas, 1995

factors could account for low schooling Speak Annual Sample

attaimment among rural Bolivians, in any case, Spanish Earnings (Bs) Size

schooling and earnings are positively correlated Yes 1,167 203
and the lack of schooling or Spanish language No 535 49

. . ~~~~ Source: 1995 Limited Rural Hiousehold Survey.
skills limits earmings opportunities (see table 3-

17). The average annual salary of those who speak, read and write Spanish is 1,167 Bs,

compared to 535 Bs for those who do not know Spanish--a difference of over 118

percent. (see table 3-18).

16. Those who speak Quechua at home earn Table 3-19:

considerably more than those who speak Home Language and Earnings, 1995

Aymara at home (see table 3-19). However, Annual Sample

although the sample is small and therefore it is Language Earnings (Bs) Size

hard to draw concrete conclusions, those who Aymara 823 8S

speak Spanish at home appear to earn the most Spanish 1,669 23
of all. Source: 1995 Limited Rural Household Survey.

17. Less than half of all rural Bolivians have a complete primary education, and

almost one-third have less than three years of schooling. While earnings based on

language differences are large, earnings based on gender differentials are less so. More

specifically, in terms of schooling, males have on average over five years of schooling

and earn 1,076 Bs annually. Females have significantly less schooling-2.4 years on

average-but earn only slightly less (942 Bs annually).

18. Based on the 1995 Limited Rural Household Survey, it has been estimated that a

minimal schooling investment of only one to three years leads to a 53 percent increase in

earnings compared to those with no schooling. This corresponds to a private rate of

return of over 18 percent. More specifically, if the only costs of schooling are foregone
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earnings, then the increase in earnings of individuals with one to three years of schooling
is the rate of return to schooling investments over those with no schooling:

rs= 3 = (Ys=3 - Y "-)/AS(Y,o) = (895-584)/3(584) = 18%

19. These estimates suggest that a complete primary education would lead to a 14
percent earnings increase over those with one to three years of schooling, and a 75
percent earnings increase over those with no schooling. The private rate of return to
primary schooling (as opposed to no schooling) is:

r,=5 = (Ys=5 - Ys=O)/AS(Ys=O) = (1,023-584)/5(584) = 15%

The returns to lower secondary schooling (as opposed to primary schooling) are:

r.=9 = (Ys=9 - Y.=5)/AS(Ys=5) = (1,199-1,023)/3(1,023) = 6%

The returns to upper secondary schooling (as opposed to lower secondary) are:

rs=12 = (ys=12 - Y,-=)/AS(Y,=9 ) = (1,808/1,199)/3(1,199) = 17%

20. Using the same data, earnings function have been fitted to estimate the
detenninants of earnings for rural Bolivians (see table 3-46). For the whole sample,
schooling is the only significant variable in the traditional specification of the earnings
function, where earnings are a function of schooling and labor market experience. When
other explanatory variables are added, the significance of schooling drops out, but the
language variables are significant. More specifically, it is estimated that speaking
Spanish leads to a considerable (42 percent) increase in earnings. Furthermore, home
language is also important-Spanish and Quechua speakers have a large earnings
advantage over those who speak Aymara at home.

21. Earnings functions were also separately fitted for males and females (see tables 3-
47 and 3-48). From this analysis, it is evident that a different wage structure operates for
males and females in rural areas. As an explanatory variable, schooling is significant and
has a particularly large effect on the earnings of females; this is not the case for males,
however. If one were to interpret the proportional earnings increase per year of schooling
(the coefficient on schooling-the rate of return), then females can expect to increase
their earnings by over 20 percent for every year of schooling in which they invest. In the
case of males, the only important variables are home language and health status.

22. The 1995 limited rural household survey asked respondents about the medium
(language) of instruction while they were in primary school. Therefore, it is possible to
identify whether each person attended a Spanish language-only school or a bilingual
school. This information was used to construct a variable controlling for language of
instruction-Spanish only versus bilingual. For all samples, this variable is not
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significant; for females the variable increases the size of the schooling variable and is
negative, although insignificant. Although the female sample is small, it can nevertheless
be safely concluded that: (i) the hypothesis that bilingual schooling leads to higher
schooling attainment and ultimately higher earnings cannot be rejected; and (ii) the
schooling of females in rural areas is very important.

23. The findings presented here reinforce the findings based on the urban labor
market analysis. Specifically: (i) primary education should be the priority investment; (ii)
there is a need to increase schooling for girls; and (ii) indigenous people should be
targeted.

24. Based on this, it is necessary to: (i) increase access to primary schools in rural
areas-there is a need to ensure an adequate supply of quality schooling and a need to
induce behavioral changes that will increase the demand for schooling; (ii) implement
special measures to increase the enrollment of girls-the returns to female schooling and
the low enrollments in rural areas justify the institution of incentive measures including
vouchers and scholarships targeted at rural, indigenous girls; and (iii) provide bilingual
education in rural primary schools in early grades to ease transition to Spanish language
acquisition.
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APPENDIX 3-3

STATISTICAL APPENDIX

Table 3-20: Unemployment Rates by Selected Characteristics, 1993
Non-

Characteristic Indigenous indigenous Overall
Overall 4.6 5.5 5.1
Female 3.9 5.2 4.5
Male 5.1 5.7 5.4
Not Married 7.9
Married 3.8

on-migrant 4.9
Migrant 6.2
Spanish Speaker 5.7
Spanish and Quechua Speaker 5.5
Spanish and Aymara Speaker 3.9
Spanish, Quechua and Aymara Speaker 4.6
Re i.n
Chuquisaca 10.1
La Paz 5.3
Cochabamba 4.9
Oruro 5.1
Potosi 11.4
Tarija 3.2
Santa Cruz 3.4
Beni 1.9
Pando 3.9
|Primary Incompiete'''''''''''''''''''''''''''''''''''''' 4.4.- -.-.-.-.-.-.-.- .-.- - - -
Primary Complete 2.5
Secondary Incomplete 5.3
Secondary Complete 7.5
Technical Higher 6.7
Teacher Training 0.6
University Incomplete 8.0
University Complete 4.7

l.............................................................................................................................................................................................

Incomplete Primary 4.4
Primary 4.3
Secondary 6.5
University 4.7.................................................................................................................................................................................

Age: 15 to 19 10.1
20 to 24 7.4
25 to 29 5.0
30 to 34 5.3
35 to 39 4.1
40 to 44 3.6
45 to 49 3.4
50 to 54 5.4
55 to 59 3.2
59 to 65 2.9

ource: EJH 1993.
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Table 3-21: Logistic Regression Analysis of the Determinants of Unemployment, 1993

Variable Coefficient (S.E) Mean Marginal Effect
Male 0.332 0.130 0.594 1.58
Indigenous -0.323 0.143 0.515 -1.53
Age -0.012 0.006 36.051 -0.06
Primary Incomplete 0.761 0.339 0.391 3.61
Secondary Incomplete 0.728 0.359 0.132 3.46
Secondary Complete 1.099 0.345 0.161 5.22
Technical Higher 1.041 0.409 0.045 4.95
Teacher Training -1.375 0.837 0.048 -6.53
University Incomplete 1.099 0.380 0.060 5.22
University Complete 0.635 0.385 0.095 3.02
Married -0.679 0.135 0.691 -3.22
Chuquisaca 0.779 0.236 0.041 3.70
Oruro 0.014 0.256 0.169 -0.23
Potosi 0.936 0.245 0.034 0.07
arija -0.745 0.451 0.028 4.45

Santa Cruz -0.647 0.185 0.239 -3.54
Beni -1.184 0.837 0.013 -3.07
Pando -0.517 0.854 0.006 -5.62
Cochabamba -0.049 0.174 0.169 -2.46
Constant -2.843
Mean Dependent Variable 0.050
-2 Log Likelihood 2268.3
N 5,960
ource: EIH 1993.

Table 3-22: Educational Attainment of the Labor Force (percent), 1991
Year None Primary Secondary Higher
1976 45 38 12 6
1991 39 22 30 8

Source: EIH 1991; 1976 Census, as reported in Psacharopoulos and Arriagada 1992.
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Table 3-23: Overall Private Mincerian
Rates of Return to Schooling (percent), 1981-1993

Year Returns
1981 12.2
1988 9.5
1989 7.1
1991 8.9
1992 10.0
1993 10.7

Source: Computed from EIH 1991 and EIH 1993 (see tables 3-24 and 3-25), except 1981 and 1988: Horton
1990, based on INE's urban household labor force survey; 1989: Psacharopoulos 1994, based on EIH 1989; and
1992: Villarreal 1993, based on EIH 1992.

Table 3-24: Determinants of Earnings All Workers, Ages 15 to 65, 1993
-r - Mincerian (city, Males (city, Females (city,

Mincenan Mincerian employmcnt, employment, employmen,
Earnings Earnings marriage Males marriage Females marriage

Vanable' Function Function dummies) Only dummies)b Only dummies)p
Constant 2.6496 2.9118 3.9883 3.6894 4.5949 2.7517 4.2893
Schooling 0.1066 0.0996 0.0848 0.0919 0.0819 0.1062 0.0789

(45.3) (44.0) (35.2) (30.1) (26.8) (31.2) (19.2)
Experience 0.0410 0.0433 0.0375 0.0510 0.0384 0.0372 0.0354

(15.8) (15.6) (13.7) (14.3) (1029) (8.1) (8.1)
Experience -0.0006 -0.0006 -0.0005 -0.0007 -0.0005 -0.0005 -0.0005

(9.9) (10.3) (9.4) (9.9) (7.7) (5.3) (5.9)
Log hours 0.4564 0.3405 0.2647 0.2645 0.1688 0.3898 0.3171

(20.7) (15.8) (13.2) (8.3) (5.2) (13.2) (11.4)
Male 0.4817 0.4000

(23.2) (18.8)
Employment type"
Employee -0.5645 -0.5186 -0.7772

(16.5) (13.7) (10.5)
Self-Employed -0.7840 -0.6434 -1.1302

(22.0) (16.1) (14.9)
Laborer -0.6926 -0.6121 -0.9986

(17.9) (14.9) (9.5)
Other -0.8166 -0.9795 -1.1940

(15.3) (5.8) (13.7)
R2 0.3029 0.3664 0.4762 0.2518 0.3886 0.3349 0.4610
N 5,398 5,398 5,398 3,272 3,272 2,125 2,125
Note: a. The dependent variable is the log of monthly earnings; b. Marriage and city dummies included in the regression but not
reported here. For means and standard deviations of variables used, see table 3-26; c.Omitted category is Employer; numbers in
parentheses t-statistics; all variables significant at I percent level.
Source: EIH 1993.
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Table 3-25: Determinants of Earnings, All Workers, Ages 15 to 65, 1991
Mincerian (city, Males (city, Femaler. (city,

Mincerian Mincerian empioyment, employment, employment,
Earnings Earnings marriage Males marriage Females marriage

Variablc' Function Function dummiesp- Only dummies)b Only dummiesP-
Constant 3.4928 3.6995 4.3088 4.0521 4.5863 3.756 4.6807
Schooling 0.0889 0.0792 0.0689 0.0768 0.0699 0.0821 0.0645

(41.6) (37.6) (29.7) (27.6) (24.1) (25.2) (16.1)
Experience 0.0426 0.0385 0.0331 0.0459 0.0379 0.0230 0.0251

(16.6) (15.5) (13.1) (14.3) (11.5) (7.6) (6.3)
Experience2 -0.0005 -0.0005 -0.0004 -0.0007 -0.0005 -0.0003 -0.0003

(10.7) (10.2) (8.9) (10.6) (8.8) (3.8) (3.4)
Log hours 0.2390 0.1580 0.1423 0.1670 0.1169 0.1473 0.1509

(14.3) (9.6) (8.9) (6.9) (5.0) (6.4) (6.7)
Male 0.4311 0.3877

(23.4) (19.8)
Employment typec
Employee -0.4853 -0.4486 -0.6305

(12.9) (10.9) (7.4)
Self-Employed -0.5170 -0.4294 -0.7377

(13.4) (10.0) (8.7)
Laborer -0.6145 -0.5497 -0.8024

(14.9) (12.6) (7.3)
Other -0.8412 -0.8044 -1.0944

(15.5) (6.3) (11.4)
R' 0.2120 0.2650 0.3292 0.1760 0.2613 0.1802 0.2480
N 7,582 7,582 7,582 4,547 4,547 3,034 3,034
Note: a.The dependent variable is the log of monthly earnings; b. Marriage and city dummies included in the regression but not
reported here. For means and standard deviations of variables used, see table 3-27; c. Omitted category is employer; numbers in
parentheses t-statistics; all variables significant at I percent level.
Source: EIH 1991.
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Table 3-26: Means and Standard Deviations of Variables in the Sample, All Workers, 1993
Variable Mean Standard Deviation

Income (Bs per month) 661.9 994.8
Hours worked per week 49.6 19.2
Years of schooling (S) 9.7 5.0
Age (years) 36.4 11.4
Experience (years) 20.7 12.6
Education dummies

No education (less than primary) 0.39 0.49
Primary complete 0.20 0.40
Secondary complete 0.31 0.46
University complete 0.10 0.29

Male 0.61 0.49
Public Sector 0.17 0.38
Employer 0.09 0.29
Employee 0.35 0.48
Laborer 0.18 0.38
Other 0.06 0.24
Self-employed 0.32 0.47
Soulce: EIH 1993.

Table 3-27: Means and Standard Deviations of Variables in the Sample, All Workers, 1991
Variable Mean Standard Deviation

Income (Bs per month) 493.0 758.8
Hours worked per week 48.2 20.8
Years of schooling (S) 8.8 4.8
Age (years) 36.4 11.3
Experience (years) 21.7 12.7
Education dummies

No education (less than primary) 0.39 0.49
Primary complete 0.22 0.41
Secondary complete 0.30 0.46
University complete 0.08 0.27

Male 0.60 0.49
Public Sector 0.20 0.40
Employer 0.06 0.23
Employee 0.34 0.47
Laborer 0.18 0.38
Other 0.06 0.23
Self-employed 0.37 0.48
Source: EIH 1991.
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Table 3-28: Private Mincerian Rates of Return to Schooling by Level (percent ), 1989 and 1991
Year Primary Secondary University
1989 19.4 7.6 17.4
1991 20.0 5.9 16.7

Source: Computed from EIH 1991 (see table 3-30), except for 1989: Psacharopoulos and Ng 1994.

Table 3-29: Private and Social Rates of Return
to Schooling by Level, Full Method (percent), 1989 and 1991

Private Social
Year Primary Secondary University Primary Secondary University
1989 9.8 8.1 16.4 9.3 7.3 13.1
1991 10.8 7.7 17.7 10.0 6.3 13.2

Souirce: Computed from EIH 1991 using the RR program and age-eamings profiles shown in figures 3-5 and 3-
6, except for 1989: Psacharopoulos and Ng 1994.

Table 3-30: Determinants of Earnings, All Workers, Ages 15 to 60, 1991
Variable Mincerian Private Sector Public Sector Self-employed

Constant 3.7981 3.6184 2.7677 3.8696
Schooling 0.0953 0.0867 0.0697

(37.1) (15.8) (15.9)
Experience 0.0447 0.0457 0.0284 0.0319

(17.5) (15.9) (4.6) (6.3)
Experience 2 -0.0007 -0.0006 -0.0002* -0.0004

(13.5) (10.8) (1.3) (5.0)
Loghours 0.2204 0.1876 0.4637 0.2112

(13.3) (10.1) (11.5) (8.8)
No Education -0.4009

(16.2)
lPrimary

Complete
Secondary 0.2377
Complete (9.5)
University 1.0725
Complete (29.4)
R2 0.2280 0.2099 0.1825 0.1201

N 7,582 6.097 1,485 2,820
A;ote: The dependent variable is the log of monthly earnings. * omitted category; numbers in parentheses t-
statistics; all variables significant at I percent level, except where indicated by *
Source: EII 1991.
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Table 3-31: Index of Public Subsidization of Education by Level (percent), 1989 and 1991[ Year Primary Secondary University
1989 6 10 20
1991 7 18 21

Note: Differences in private and social rates of return, as shown in table 3-29.
Source: 1989: Psacharopoulos Ng 1994; 1992: Computed from EIH 1991.

Table 3-32: Social Direct Unit Cost per Year by Level of Education, 1990 and 1992
Year Education Level $ US Bs Index

1990 Primary 72 228 100
Secondary 101 320 140
University 504 1,598 701

1992 Primary 72 324 100
Secondary 101 455 140
University 565 2,543 785

Source: 1990: Psacharopoulos and Ng 1993; 1992: World Bank 1994.

Table 3-33: Mean Earnings and Direct Cost by Level of Education, 1991

Annual Direct
Mean Earnings Cost per School

(Bs per year) Length of School Cycle Year (Bs)
No Education 3,876 n.a. n.a.
Primary 5,268 8 324
Secondary 6,540 4 455
University 15,180 5 2,543
n.a. not applicable
Source: EIH 1991; World Bank 1994.

Table 3-34: Overall Private Mincerian Rates of Return
to Investment in Schooling by Gender (percent), 1989 to 1993

Year Males Females
1989 7.3 7.7
1991 7.7 8.2
1992 8.5 11.2
1993 9.2 10.6

Source: Computed from EIH 1991 and EIH 1993 (see tables 3-24 and 3-25), except for 1989; Psacharopoulos
and Ng 1994; 1992: Villarreal 1993.
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Table 3-35: Determinants of Earnings, Females, Ages 15 to 65, 1993

Variable" Indigenous Non-indigenous All
Constant 3.1858 2.3080 4.3698
Schooling 0.0825 0.1133 0.0758

(17.7) (21.4) (17.9)
Experience 0.0398 0.0371 0.0362

(6.2) (5.6) (8.3)
Experience -0.0006 -0.0004 -0.0005

(4.6) (2.8) (6.0)
Log hours 0.2803 0.5167 0.3179

(7.6) (11.2) (11.4)
Indigenous -0.1186

(3.2)
Married -0.0153

(0.5)*
Departamento (La Paz'b
Chuquisaca -0.2355

(3.1)
Cochabamba -0.1198

(2.9)
Oruro -0.4855

(7.7)
Potosi -0.2438

(2.8)
Tarija -0.2758

(3.1)
Santa Cruz 0.2803

(6.6)
Beni 0.1697

(1.3)*
Pando 0.2393

(1.2)*
Occupation (Employer)
Employee -0.7788

(10.5)
Self-Employed -1.1184

(14.7)
Laborer -0.9930

(9.5)
Other -1.1818

(13.6)
R2 0.2466 0.3242 0.4637
N 1,071 1,046 2,116
Note: a. The dependent variable is the log of monthly earnings; b. Omitted category;
numbers in parentheses are t-statistics; all variables significant at I percent level except where
indicated*. Means of sample variables are presented in table 3-36.
Source: EIH 1993.
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Table 3-36: Means of Sample Variables, Females, 1993

Variable Non-indigenous Indigenous
Earnings (bolivianoslmonth) 634.0 302.8

(1100.5) (397.3)
Hours worked/week 45.06 46.03

(19.7) (21.2)
Schooling 11.43 7.48

(5.0) (5.1)
Age 34.37 35.79

(10.6) (11.7)
Experience 16.94 22.32

(11.5) (12.6)
Public Sector 0.24 0.13

(0.4) (0.3)
Employer 0.06 0.03

(0.2) (0.2)
|Employee 0.48 0.21

(0.5) (0.4)
Laborer 0.04 0.04

(0.2) (0.2)
Other 0.13 0.17

(0.3) (0.4)
Self-employed 0.3 0.55

(0.5) (0.5)
La Paz 0.31 0.51

(0.5) (0.5)
Chuquisaca 0.03 0.05

(0.2) (0.2)
Cochabamba 0.11 0.24

(0.3) (0.4)
Oruro 0.04 0.08

(0.2) (0.3)
Potosi 0.02 0.04

(0.1) (0.2)
Tarija 0.05 0.01

(0.2) (0.1)
Santa Cruz 0.41 0.06

(0.5) (0.2)
Beni 0.03 0.0

(0.2) (0.1)
Pando 0.01 0.

(0.1) (0.02)
ote: Numbers in parentheses are standard deviations.

ource: EIH 1993.
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Table 3-37: Overall Private Mincerian Rates of Return
to Investment in Schooling by Sector of Employment (percent), 1989 to 1993

Year Private Public
1989 8.7 6.7
1991 9.5 8.7
1992 10.2 9.4
1993 11.2 10.8

Source: Computed from EIH 1991 and EIH 1993 (see table 3-30), except for 1989: Psacharopoulos and Ng
1994; 1992: Villarreal 1993.

Table 3-38: Determinants of Earnings, All Workers, Ages 15 to 65, 1993
Variable" Private Sector Public Sector Self- employed

Constant 2.8753 1.3299 3.0850
S 0.1121 0.1075 0.0757

(40.2) (17.8) (13.7)
EX 0.0491 0.0306 0.0312

(15.1) (4.1) (4.8)
EX2 -0.0006 -0.0002* -0.0005

(10.0) (1.2) (3.9)
Log hours 0.3784 0.8412 0.4270

(15.4) (15.6) (12.9)
R2 0.2944 0.3215 0.1880
N 4,474 923 1,743
Note: a. Dependent variable = InY; numbers in parentheses t-statistics; all variables significant at I percent
level, except where indicated by *
Source: EIH 1993.

Table 3-39: Reasons for Migration by Gender (percent), 1993
Male Female

Look for work 32.1 11.8
Change of work 14.9 3.1
Education 10.1 7.1
Health 2.3 1.4
Family reason 23.9 61.3
Other 3.4 1.4
No reponse 13.3 13.9
Total 100.0 100.0
Note: Migrants defined as those who resided elsewhere five years ago.
Source: EIH 1993.
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Table 3-40: Estimated Coefficients of the Determinants of Migration (Logit Regression), 1993
Males Females

Coefficient Standard Error Coefficient Standard Error
Constant -0.646 0.612 1.106 0.582
Age -0.087 0.034 -0.156 0.033
Age2/100 0.060 0.043 0.138' 0.044
Married 0.412 0.149 0.591 0.127
Indigenous 0.456 0.133 0.259 0.135
Schooling 0.005 0.014 -0.023 0.013
La Paz -0.024 0.241 -0.298 0.228
Cochabamba -0.518 0.273 -0.671 0.257
Oruro 0.340 0.283 0.171 0.268
Potosi 0.793' 0.269 0.152 0.271
Tarija -0.101 0.356 -0.469 0.348
St Cruz -0.345 0.280 -0.460 0.259
Trinidad 0.270 0.342 -0.470 0.360
Cobija -0.818 0.760 -0.673 0.642

Mean Dep. Var. 0.097 0.089
-2 Log Likelihood 2474 2475
N 4,186 4,499
Nore: City reflects district of residence five years ago; Sucre is excluded.
Source: EIH 1993.

Table 3-41: Overall Private Mincerian Rates of Return
to Investment in Schooling by Ethnicity (percent), 1989 and 1993

Year Indigenous Non-indigenous
1989 7.7 9.4
1993 8.9 11.1

Source: Computed from EIH 1993 and EIH 1989 (see table 3-39).

Table 3-42: Determinants of Earnings, All Workers, Ages 15 to 65, 1993
Variablea Indigenous Non-indigenous

Constant 2.9910 2.2768
Schooling 0.0893 0.1112

(28.0) (31.0)
Experience 0.0469 0.0536

(11.4) (12.7)
Experience2 -0.0006 -0.0007

(7.5) (7.6)
Log hours 0.3655 0.5537

(13.0) (16.4)
R2 0.2511 0.3151
N 2,795 2,602
Note: a. The dependent variable in the log of monthly earnings. Numbers in parentheses t-statistics; all
variables significant to I percent level, except where otherwise indicated.
Source: EIH 1993.
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Table 3-43: Determinants of Earnings, Male Workers, Ages 15 to 65, 1993
Variable" Indigenous Non-indigenous Indigenous Non-indigenous All

Constant 4.2463 3.1831 4.9202 4.2046 4.5950
Schooling 0.0690 0.1021 0.0672 0.0919 0.0819

(17.1) (22.3) (16.3) (18.6) (26.8)
Experience 0.0451 0.0656 0.0349 0.0486 0.0384

2 (9.3) (12.8) (6.9) (9.4) (10.9)
Experience -0.0006 -0.0009 -0.0004 -0.0008 -0.0005

(6.7) (8.5) (4.8) (7.0) (7.7)
Loghours 0.1542 0.3633 0.1075 0.2377 0.1688

(3.8) (7.5) (2.8) (5.2) (5.7)
Married 0.1477 0.1842 0.1734

(3.2) (4.2) (5.4)
Departamenlo
(La Paz"')
Chuquisaca 0.0432 -0.1781 -0.0311

(0.6)* (1.2)* (0.5)*
Cochabamba 0.0332 0.0270 0.0100

(0.9)* (0.5)* (0.3)*
Oruro -0.2629 -0.3113 -0.3086

(4.7) (3.7) (6.5)
Potosi -0.1397 -0.2275 -0.1834

(2.0) (1.8) (2.9)
Tarija -0.0769 0.0582 0.0618

(0.6)* (0.7)* (0.9)*
Santa Cruz 0.5110 0.3568 0.4272

(8.7) (8.5) (14.9)
Beni 0.3035 0.1833 0.2337

(1.2)* (1.7)** (2.4)
Pando 0.2927 0.3337 0.3647

(1.1)* (2.3) (2.9)
Occupation
(Employera)
Employee -0.4946 -0.5061 -0.5186

(9.3) (9.5) (13.7)
Self- -0.6475 -0.5798 -0.6434
Employed (9.3) (9.6) (16.1)
Laborer -0.5295 -0.6573 -0.6121

(9.6) (10.6) (14.9)
Other -0.8440 -0.9698 -0.9795

(3.7) (3.9) (5.8)
R2 0.1746 0.3158 0.2912 0.4316 0.3886
N 1,723 1,550 1,723 1,550 3,271
Note: a. Omitted category; (t-statistics); all variables significant at I percent level except *.
Source: EIH 1993.
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Table 3-44: Means of Sample Variables, Males, Overall, 1993
Male Non-

Characteristic indigenous Male Indigenous
Earnings 987.6 609.2

(1272.2) (793.6)
Schooling 11.19 8.76

(4.4) (4.6)
Age 35.19 39.04

(11.2) (11.3)
Experience 18.0 24.28

(11.9) (12.7)
Employer 0.13 0.10

(0.3) (0.3)
Employee 0.40 0.31

(0.5) (0.5)
Laborer 0.25 0.28

(0.4) (0.5)
Other 0.01 0.01

(0. ) (0.1)
Self-employed 0.20 0.31

(0.4) (0.5)
La Paz 0.29 0.50

(0.5) (0.5)
Chuquisaca 0.01 0.05

(0.1) (0.2)
Cochabamba 0.10 0.22

(0.3) (0.4)
Oruro 0.04 0.08

(0.2) (0.3)
Potosi 0.02 0.05

(0.1) (0.2)
Tarija 0.05 0.01

(0.2) (0.1)
Santa Cruz 0.44 0.08

(0.5) (0.3)
Beni 0.03 0.01

(0.2) (0.1)
Pando 0.01 0.01

(0.1) (0.1)
Note: Standard deviations appear in parentheses.
Source: EIH 1993.
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Table 3-45:
Child Earnings, Contribution to Family Income, Hours Worked and School Enrollment, 1993

Share of Household Average Earnings Average Hours School Enrollment
Child's Age Income (percent) (Bs per month) Worked (percent) N

Overall 19 207 50 56 426

7 24 43 40 0 1

8 5 61 20 100 2

9 9 55 46 50 2

10 12 78 44 33 6

11 14 139 35 100 8

12 15 140 47 74 27

13 13 202 48 63 35

14 20 181 51 60 52

15 19 185 49 61 88

16 20 213 54 53 95

17 20 267 51 43 110

Age Group

7tolO 12 67 40 46 11

I Ito 13 14 171 46 71 70

14to 17 20 218 51 53 345

Source: EIH 1993.
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Table 3-46: Determinants of Earnings in Rural Bolivia, Whole Sample, 1995
Variable
Intercept 6.207 5.709 5.785 5.741 5.821 5.817
Schooling 0.072 0.050 0.047 0.050 0.048 0.053

(2.2)* (1.4) (1.3) (1.4) (1.3) (1.3)
Experience -0.003 -0.007 -0.008 -0.006 -0.006 -0.006

(0.1) (0.4) (0.3) (0.3) (0.3) (0.3)
Experience squared 0.00004 0.0002 0.0002 0.0001 0.0002 0.0002

(0.1) (0.6) (0.6) (0.5) (0.5) (0.5)
Female -0.309 -0.221 -0.196 -0.245 -0.223 -0.220

(1.4) (1.0) (0.8) (1.0) (0.9) (0.9)
Spanish speaker 0.332 0.330 0.332 0.329 0.348

(1.7)** (1.7)** (1.7)** (1.7)** (1.7)**
Quechua home language 0.290 0.251 0.291 0.252 0.247

(1.5) (1.3) (1.5) (1.3) (1.3)
Spanish home language 0.855 0.856 0.860 0.861 0.850

(2.7)* (2.7)* (2.7)* (2.7)* (2.7)*
Not healthy -0.262 -0.262 -0.262

(1.4) (1.4) (1.4)
Number of children -0.012 -0.014 -0.013

(0.2) (0.3) (0.2)
Spanish school -0.071

(0.3)
Sample size 250 250 250 250 250 250
R 2 0.053 0.093 0.100 0.093 0.100 0.100
Note: Numbers in parentheses are t-values.

* Indicates significance at the 5% level.
** Indicates significance at the 10% level.

Source: 1995 Limited Rural Household Survey.
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Table 3-47: Determinants of Earnings in Rural Bolivia, Male Sample, 1995
Variable
Intercept 6.046 5.409 5.513 5.408 5.514 5.514
Schooling 0.032 0.033 0.030 0.032 0.030 0.025

(0.9) (0.9) (0.8) (0.9) (0.8) (0.6)
Experience 0.007 0.001 0.001 0.006 0.007 0.006

(0.3) (0 1) (0 1) (0.2) (0.2) (0.2)
Experience squared -0.0002 0.00002 0.00003 -0.00006 -0.00006 -0.00005

(0.4) (0.1) (0.1) (0.1) (0.1) (0.1)
Spanish speaker 0.322 0.327 0.318 0.322 0.298

(1.1) (1.2) (1.1) (1.1) (1.0)
Quechua home language 0.453 0.411 0.454 0.412 0.420

(2.3)* (2.1)* (2.3)* (2.1)* (2.1)*
Spanish home language 0.895 0.914 0.905 0.926 0.936

(2.8)* (2.8)* (2.8)* (2.9)* (2.9)*
Not healthy -0.372 -0.376 -0.376

(1.8)** (1.8)** (1.8)**
Number of children -0.020 -0.024 -0.025

(0.4) (0.4) (0.5)
Spanish only school 0.077

(0.3)
Sample size 191 191 191 191 191 191
R2 0.012 0.067 0.083 0.068 0.084 0.084
Note: Numbers in parentheses are t-values.

* Indicates significance at the 5% level.
** Indicates significance at the 10% level.

Source: 1995 Limited Rural Household Survey.
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Table 3-48: Determinants of Earnings in Rural Bolivia, Female Sample, 1995
Variable
Intercept 5.169 5.490 5.528 5.510 5.546 5.481
Schooling 0.204 0.165 0.164 0.165 0.164 0.256

(2.5)* (1.6)** (1.6)** (1.6)** (1.6)** (2.0)*
Experience -0.004 0.001 0.001 0.002 0.002 0.007

(0.1) (0.1) (0.1) (0.1) (0.1) (0.1)
Experience squared 0.0001 0.00009 0.00009 0.00008 0.00008 0.00004

(0.3) (0.2) (0.2) (0.1) (0. 1) (0.1)
Spanish speaker 0.065 0.064 0.070 0.069 0.235

(0.2) (0.2) (0.2) (0.2) (0.7)
Quechua home language -0.507 -0.522 -0.508 -0.522 -0.483

(1.0) (1.0) (1.0) (0.9) (0.9)
Spanish home language 0.406 0.393 0.371 0.359 0.043

(0.4) (0.4) (0.4) (0.4) (0.1)
Not healthy -0.050 -0.048 -0.050

(0.1) (0.1) (0.1)
Number of children -0.076 -0.075 -0.081

(0.3) (0.3) (0.3)
Spanish only school -0.903

(1.3)
Sample size 58 58 58 58 58 58
R2 0.129 0.158 0.158 0.160 0.160 0.187
Note: Numbers in parentheses are t-values.

* Indicates significance at the 5% level.
* Indicates significance at the 10% level.

Source: 1995 Limited Rural Household Survey.





4. PROMOTING ACCESS TO FORMAL CREDIT FOR
THE POOR

I. INTRODUCTION

4.1 In Bolivia, there are laws and regulations which restrict access to formal credit to
the poor. For example: (i) homestead and exempt property provisions make the land and
equipment held by poor families unacceptable as collateral; (ii) the inability to use
movable property as collateral directly limits access to credit by those without real estate
and at the same time it indirectly blocks other channels of credit that could serve the poor
but that themselves depend on movable property for collateral; (iii) legal contracts are
written and require literacy; (iv) the heads of some poor households are younger than the
age of majority and cannot sign lawful contracts; and (v) usury limitations restrict the
range of choices poor people face in the credit market. The limits exerted by laws and
regulations are compounded by problems in public institutions, including: (i) slow and
inaccessible public registries; (ii) slow and expensive judicial and police enforcement
procedures;(iii) the absence of a streamlined system for supervising and regulating
unsecured loans; and (iv) incomplete coverage by credit bureaus prevents poor people
with good repayment practices from publicly establishing these reputations. Together,
these combine to slow the development of private sector institutions that could channel
funds profitably to the poor. In particular, they limit non-bank lenders that otherwise
could fill important niches in credit markets that banks will not typically exploit.

4.2 These restrictions on formal credit reduce the level and rate of growth of output in
ways that fall heavily on the poor. This paper first looks briefly at the role of access to
credit by the poor. It then sets out the legal, regulatory, and institutional barriers that
limit access to credit by the poor, explains the economic consequences of each barrier,
and discusses some options for solution.

II. ACCESS TO CREDIT FOR THE POOR

4.3 In Bolivia, it is likely that: (i) some of the poor have profitable investment
opportunities, which if realized would increase their incomes; and (ii) that some of these
opportunities lie unrealized for lack of credit. It is hard to measure the extent and
potential of such profitable investment opportunities available to the poor. Nevertheless,

This Background Paper draws heavily on Fleisig, H., N. de la Pefia, and J. C: Aguilar (1995) "Bolivia:
Creating Legal and Regulatory Environment to Promote Access to Credit for the Poor," a paper
prepared for this report.
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qualitative evidence suggests that some of the poor remain poor because they cannot get
loans to take advantage of profitable investment opportunities.

4.4 Even in the activities of the rural poor in the altiplano, there is evidence about the
importance of credit and lack thereof, as suggested by the results of the limited rural
household survey conducted in 1995.

4.5 Overall, the survey suggests Table 4-1: Technological and Borrowing Practices
that among the poor rural farmers of in Poor Rural Areas of the Altiplano, 1995
the altiplano there is little use of Percentage
modem technology to increase output. Technological Practices Responding
The vast majority of these farmers do -- Use a tractor to prepare field 4.5%

-- Use chemical fertilizers 1.9%not use tractors to prepare their fields, -- Use insecticides 17.6%
insecticides to control pests, or -- Use improved seed 12.2%
chemical fertilizers or improved seed -- Use added labor at peak times 10.2%
to raise yields or hire additional Borrowing Practices
workers at peak times-that is, -- Percent not borrowing 86.1%
planting and harvesting (see table 4-1). -- Reason for not borrowing: 32.6%
However, it has been well established ii) No need 28.2%
that most of these same technological iii) Problem of collateralb 25.8%
practices are high return investments, iv) Interest rates too high 13.4%
especially when moving from small- Note: a. Planting and harvesting are considered to be the

peak times; b. Considered as a barrier to receiving credit.
Source: 1995 Limited Rural Household Survey.

4.6 The results also suggest that a low share of the rural poor in the altiplano (about
15 percent) borrow, and of those who do, about half borrow for investment purposes. For
the purposes of determining access to credit, however, it is important to analyze why
those in the rural areas of the altiplano do not borrow. Of the 85 percent who do not
borrow, lack of access to credit, either due to distance to a bank or lack of acceptable
collateral, was cited by more than half, with the response emphasizing branch proximity
being cited by more than 30 percent. From this particular result, it should not be
concluded that if there were more bank branches in rural areas, there would be more
credit available to the rural poor. Rather, it is more likely that if were easier to visit a
bank, more rural residents would learn that they have no acceptable guarantees. From the
point of view of the lender, more rural branches don't make much sense unless rural
farmers have acceptable guarantees.

4.7 The survey also indicates the importance of informal sources of credit in the rural
credit market. Of the 15 percent who borrow, nearly three-quarters borrow from relatives
and friends, and only 1.6 percent of the respondents received loans from NGO lenders.
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III. LEGAL AND REGULATORY BARRIERS TO FORMAL ACCESS TO CREDIT

4.8 In the past, much of the effort to expand access to formal credit to the poor has
focused on government administered credit lines, credit lines channeled through
commercial lenders, and NGO lending programs. These programns have typically
operated within the existing legal, regulatory, and institutional frameworks. The most
noteworthy examples were Banco Agricola de Bolivia (BAB) and Banco Minero
(BA MIN). Based on the correct observation that private sector lenders were not financing
socially important domestic investments, these state institutions attempted to address the
problem by making loans that private sector lenders refused to make. In making these
loans, the state lenders failed to address the fundamental legal, regulatory and
institutional problems that led the private sector to see these loans as unprofitable and
noncollectable. As a consequence, the state banks acquired portfolios of unprofitable and
noncollectable loans and, in the end the banks were closed.

4.9 Perceiving that state banks could not resolve the problems, the government, often
at the suggestion of multilateral and bilateral donors, attempted to reach targeted groups
through private lenders. Such loans placed conditions on private sector lenders to direct
credit toward the target groups-those perceived to have higher return projects and whose
access to credit was an object of public policy. These policies too were less than fully
successful. Faced with the prospect of making unprofitable and noncollectable loans,
private sector lenders would not draw on these credit lines.

4.10 The remainder of this paper suggests changes in the legal and regulatory
framework that would permit existing institutions, both public and private, to deliver
credit more effectively. They would also permit developing new channels of credit to the
poor. This section sets out some of the main legal barriers and discusses their economic
impact and potential solutions.

Homestead and Exempt Property

4.11 Homestead and exempt property provisions of the law limit the amount of a
debtor's property that a creditor can seize if the debtor defaults. In its homestead
provisions, the law does not permit a creditor to seize a debtor's small farm. Rather, it
sets a minimum amount of real estate that is exempt from seizure-that is, the homestead.
The Agrarian Law specifies the size of the homestead, which ranges between twenty-five
to fifty hectares, without value limitations, depending on the area and the classification of
the land.'

Article 169 of the constitution states that the land of small farmers shall be exempt from collection. Specific
provisions for protecting homesteads between twenty-five and fifty hectares are set out in the Law on Agrarian
Reform (on the different types of agrarian ownership, Articles 3 to 12 of Decree/Law 3464 of August 2, 1953 in
Decrero Ley de la Reforma Agraria, Publicaciones SPIC, La Paz, 1953) and the Law on Cooperative
Associations (Articles 19, 20, 133 and 135 in Ley General de Sociedades Cooperativas of September 13, 1958 in
Legislaci6n Cooperativa en America Latina).



-140-
Background Paper No. 4 Promoting Access to Formal Creditfor the Poor

4.12 Like other countries, Bolivia's exempt property provisions limit the types of
movable property that a creditor can take from a debtor.2 However, Bolivian law defines
broad categories of goods that may be exempted without a limit on their value, including
animals and agricultural products, machinery and working tools, manufacturing
equipment and tools, mining concessions and equipment, and commercial establishments
and productive property that may be leased. 3

Economic Consequences

4.13 The social benefit from limiting creditors to take real property from debtors is
obvious, as there is no social gain resulting from ruining debtors who make bad business
decisions. Specifically, a minimum capital stock is required to work and make a living,
and the public is not served when the debtor becomes a ward of the state.4 However,
homestead and exempt property provisions, as now drafted in Bolivia, operate as
prohibitions against making secured loans to small borrowers. Even if the land or
movable property were good collateral, small borrowers still would be unable to borrow
against that collateral. Furthermore, homesteads of between twenty-five and fifty acres
are larger than the plot size required to generate a level of income at the poverty level.
Farmers, therefore, may be getting more homestead protection than they need at the
expense of less credit.

4.14 Exempt property provisions restrict loans for the purchase of equipment or their
sales on credit in a similar way. The potential lender or seller on credit knows that the
equipment to be purchased will be pooled with the borrower's exempt property. 5

Accordingly, the potential creditors understand that the goods cannot be legally seized
and sold, and in view of this, will not make the loan or credit sale without supplementary

2 Non-attachable assets, including salaries (80 percent), are set out in Article 179 of the Codigo de Procedimiento
Civil (CPC) and the Ley de Organizacion Judicial (Decree-Law 12760 of August 6, 1975) Gisbert & Cia, La
Paz, 1978.

3 In the case of animals and agricultural products, the law states that a debtor must prove that this property is
indispensable for his subsistence and the operation of his business to be exempt from collection [CPC, Article
179 (3)]. In practice the standard has been broadly applied. Machinery and working tools are specifically
mentioned in CPC Article 179(9). With regard to mining concessions and associated plants and melting
establishments, while there is support for the view that these constitute exempt property (C6digo de Mineria
(CM) Article 183 and Codigo de Procedimiento Civil Concordado y Anotado (CPCCA), 1978, Ed. Gisbert &
Cia. S.A. note to Article 179), the issue remains controversial which raises the risk in lending as private lenders
may not perceive this property as collateral for well-secured loans. Finally, commercial establishments and
productive property that may be leased are specifically mentioned in Article 183 (CM), Article 172, p.c.y 456,
(CPC), and Article 723 (CPC) as noted in CPCCA. Creditors may request a judge to appoint a trustee to operate
the business and withhold the creditor's payment (CPC, Article 179(9)). However, this is a costly and
troublesome alternatively, which cannot substitute for a seizure and sale of the collateral.

4 Such exemptions have existed since the Roman time. They are based on the notion that destitute persons could
not pay taxes and had the purpose of maintaining an adequate tax flow. See Codigo de Procedimiento Civil,
ConcordadoyAnotado, 1978, Ed. Gisbert & Cia. S.A., note to Article 179, and Article 179(1-8,9) (CPC).

In most countries (including Argentina, Uruguay, and the United States) exempt property provisions do not
apply for loans secured with the same property being purchased. However, this is not the case in Bolivia.
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collateral. Consequently, formal lenders will not accept property held by the poor as
collateral for loans. Furthermore, in a well-supervised banking system, bank examiners
would regard borrowers offering such collateral as unsecured. For such unsecured loans,
bank regulations require more capital or provisioning against losses. This raises the cost
of making these loans, and since these loans usually are also riskier and smaller, banks
find them unprofitable. Consequently, this protection of small borrowers exacts a high
price in limiting access to credit.

Options for Solution

4.15 Redesign the laws for homestead and exempt property. A more permanent
solution to this problem would be to change the existing homestead and exempt property
laws. Specifically: (i) the homestead provision should be limited to a holding sufficient
to produce a poverty level income and should be based on a maximum value, not on a
specific type of property; (ii) the differences in homestead and exempt property
provisions based on the type of business of the debtor (farmers, miners, and so on) and
the location of the property (i.e., urban or rural) should be eliminated; (iii) homestead and
exempt property protection should be left to the freedom to contract of the debtor,
permitting the debtor to elect such protection before entering into a loan agreement or
permit a small exemption without action on the part of the debtor, but allow the debtor to
elect a larger protection; (iv) additional security should be provided to potential creditors
through required registration of homestead protection in a public registry, thereby
lowering the information cost; and (v) homestead or exempt property provisions should
not be permitted to apply to debts arising from loans to acquire such property. The law
must require that lenders disclose the meaning of any required waiver of homestead.

4.16 Directed Credit Lines. As indicated, previous attempts to address this problem
used state-run directed credit targeted towards small farmers and businesses. However,
these credit lines typically performed badly as the state-owned banks did not make
serious attempts to recover their loans and the government periodically announced
forgiveness or rescheduling of loans due. Even if the administrators of the state-run
credit lines had made serious attempts to recover their loans, however, they would have
been blocked by the homestead and exempt property provisions that make private lenders
refuse such loans.

4.17 More recently, there have been attempts to disburse directed credit lines through
private lenders, with emphasis on ensuring that the lender has sufficient incentives to
collect the loans. Again, however, these efforts cannot offset the effects of homestead
and exempt property laws in making the guarantees of such small borrowers
commercially unacceptable. Therefore, such credit lines usually do not disburse to their
target groups, as loan officers in well-run private banks diligently seek out the
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applications of borrowers subject to homestead and exempt properly provisions and
disqualify them from the credit lines in question.6

The Framework for Secured Transactions7

4.18 Most banks will give loans only when the borrower offers as collateral real estate
or the personal guarantee of someone who owns real estate. Typically, they will not
accept as guarantees either tangible movable property (such as livestock, farm equipment,
or inventory) or intangible movable property (such as accounts receivable or chattel
paper). Non-bank private lenders and sellers on credit follow similar policies. The law
limits loans against movable property or secured transactions by limiting the creation of
security interests in several ways. Specifically, the law does not: (i) provide a flexible
and inexpensive way of creating security interests-creation; (ii) protect the lender by
providing a secure and public means of demonstrating that a security interest exists-
perfection; or (iii) permit the lender to quickly and inexpensively enforce a security
interest, either by seizing and selling the pledged property or taking by other action
against the debtor-enforcement.

Economic Consequences

4.19 Tangible movable or personal property is crucial to economic growth. In an
industrial economy, such property on average amounts to about one-third of the capital
stock and one-half of gross investment. The inability to finance movable property places
a heavy burden on an economy, the cost of which is borne by all segments of the society.8

However, the poor are the least likely to be able to offer real estate as collateral and most
likely to need credit from merchants or loans secured only by the movable property being
acquired. In many developed countries, it would be routine for a poor farmer to purchase
farm equipment on credit or a small businessman to purchase equipment on credit to open

6 One experienced commercial loan officer in La Paz described this process. In taking a loan application, he
would elicit information on a number of characteristics of the borrower, each of which is generally associated
with small enterprises and enterprises run by the poor-whether the owner of the business worked in the
enterprise or lived in the same building as the enterprise, whether there were fewer than four or five workers, or
whether the enterprise employed members of the owner's family as workers or managers. If the business
contained any of these characteristics, the loan officer would automatically disqualify the applicant for lack of
guarantees. Furthermore, the problems of inembargable agricultural land is well-understood by the loan officers
interviewed in Santa Cruz. It is not, as often misstated, a generic problem with land received under the agrarian
reform, but it is simply an issue of the size of the holding. From this, the policy of never taking a mortgage on
land less than fifty hectare arises. It is not illegal to take such a mortgage, but the practice arises from the
knowledge that the lender will always lose the repossession case in court. Loan officers in Santa Cruz confirmed
that mortgages on properties between 50 and 100 hectares were common.

7 This draws from World Bank (1994).

8 An economy that can not finance movable property will produce less and grow more slowly. Producers will face
high interest rates for loans for movable property-because lenders regard such loans as essentially unsecured-
and producers will invest less in such equipment. With a smaller capital stock, these producers produce less. A
recent report estimated the cost at 10 percent of Bolivian GNP (see World Bank, 1994).



-143-
Background Paper No. 4 Promoting Access to Formal Credit for the Poor

or expand a company. Yet in Bolivia, a farmer cannot buy farm equipment on credit even
if he owns a small parcel of land, and a potential businessman cannot purchase equipment
to open or expand a business. The cost of an inadequate secured transactions framework
is high, and for the most part these costs are borne heavily by the poor as their personal
property holdings are limited.

4.20 Typically, in the industrial sector movable property is even more important,
amounting to about one-half of the capital stock. In a subsector such as mining, aside
from the lease, movable property represents the entire capital stock. Similarly, in
commerce, sellers of farm machinery and other types of equipment will find most of their
capital tied up in movable property-that is, their inventory of parts and equipment.
Obviously, an inadequate secured transactions framework also limits this investment in
movable property.

4.21 Furthermore, the absence of a usable secured transactions system operates
indirectly to limit access to credit because it limits the use of intangible personal property
as collateral for loans. In this way, it breaks other links in the chain of credit provided by
non-bank lenders. For example, wholesale distributors and dealers in equipment,
fertilizer, and seed often extend credit to their customers. Such merchants know their
customers well and are often willing to sell on credit with only the personal guarantee of
the borrower. While a bank might have no interest in the small credit extended by the
merchant to his customers, the merchant will be known to the bank and could have a
large overall volume of business. In a well-functioning system, the merchant's inventory
or accounts receivable would serve as adequate collateral for a loan. However, in Bolivia,
this is not the case, and therefore this indirect channel of credit to the poor is broken by
the inability of the dealer to offer collateral satisfactory to a bank to fund the dealer's
program of credit sales.

4.22 Finally, an inadequate framework for secured transactions also limits the ability of
the non-bank financial sector-including informal lenders-to finance loans. Even
where these lenders use systems like solidarity guarantees to avoid the need for physical
collateral, the absence of an adequate secured transactions framework makes it hard for
them to raise capital to lend. Their portfolios of chattel paper and accounts receivable,
that would serve as collateral in an industrial economy, cannot do so in Bolivia because
of their inability to use these instruments as collateral, the high costs of transferring the
chattel paper, and the absence of good registry systems to protect the lender's claims
against the collateral. As with the dealers, this breaks the chain of financing that could
extend from banks to the poor through informal lenders.

Options for Solution

4.23 To establish an adequate framework for secured transactions will require tackling
the creation, perfection and enforcement voids previously identified. Specifically, it is
necessary to: (i) expand the types of security interests-for example, those that would
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apply readily to tangible and intangible personal property-that can be created simply
and cheaply; (ii) establish private or public registries that permit lenders to readily and
inexpensively establish the existence of security interests; and (iii) consider removing the
repossession and sale of collateral from the courts. The latter could be achieved by
permitting non-judicial personnel to assist in the process and permitting private parties to
contract for private repossession and creditor-controlled sale of collateral.

Written Loan Contracts

4.24 Loan contracts must be in writing and signed by the borrower. As such,
borrowers who cannot read or write-for all reasons, including illiteracy or blindness-
may lack access to credit. As indicated in Background Papers 1 and 2, few of those in
extreme poverty have completed more than a primary education and even among primary
school graduates there is a large degree of functional illiteracy.

Economic Consequences

4.25 Recognizing that persons unable to read or write may use their disabilities as a
defense (that is, there was "no meeting of the minds") to avoid paying, formal sector
lenders are reluctant to enter in loan contracts with people with these disabilities. As
such, the illiterate-of which, the vast majority are poor-are effectively excluded from
formal sector credit.

Options for Solution

4.26 It would be fairly easy to eliminate this barrier to credit which weighs most
heavily on the poor. Specifically, contracting provisions could be changed to allow
illiterates to enter into a contract them, if it is witnessed by a literate individual. Another,
although more costly alternative, would be to record (on both videotape and magnetic
tape) standard loan documentation and to permit borrowers to see or listen to such
documentation (in the presence of a witness) to enter into a contract. Of course, these
measures are not general substitutes for teaching these citizens to read and write.

Age of Majority

4.27 Article 4 of the Bolivian Civil Code states that the age of majority is 21 years,
however, minors may be emancipated prior to that age.9 In any event, minors cannot

9 Bolivian law makes the following emancipation provisions: (i) under the Civil Code, minors (age sixteen) may
work on their own without authorization of their legal representative and may freely dispose of their earning
(Article 5, paragraph III and IV, CPC). However, they may only manage their earnings; lending or borrowing
for their business needs is not pennitted (Family Code Article 365), (ii) under the Family Code (FC),
emancipation is provided by marriage (Article 360), upon reaching the age of sixteen if granted by either of the
minor's legal representatives (Articles 360 and 361), and upon reaching the age of eighteen if granted by a judge
(Article 363). However, emancipation procedures can be costly and troublesome and there are restrictions-the
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legally borrow until they are twenty-one. Moreover, for minors, transactions such as
selling, borrowing, or offering property as collateral for loans must carry the cosignature
of the minor's legal representative, and an emancipated minor may enter into these
transactions only if a judge authorizes them and the minor proves that the transaction has
great necessity and usefulness.

Economic Consequences

4.28 In Bolivia, there are poor households headed by individuals younger than twenty-
one years of age, and poor households containing one parent under the age of twenty-one.
In such cases, the head of the household cannot sign a legally enforceable debt contract,
and therefore, is excluded from the legal credit market. Furthermore, to a potential lender
such a loan would be extremely risky-more so than an unsecured loan-as the prospects
for repayment would depend entirely on the willingness of the borrower to pay and the
lender would have no legal recourse in the event of non-payment. In the current
environment, only the informal sector can service such borrowers.

4.29 As banks would probably not lend to these people even after they reach the age of
twenty-one, the overall impact of the age of majority on reducing direct bank loans to the
poor is likely to be small. However, this potentially has a much greater impact on non-
bank sources of credit, including sales on credit and use of open accounts, and may also
indirectly affect bank credit, as banks may be less willing to finance accounts receivable
if the accounts are open to underage borrowers or account debtors. As a matter of public
policy, there is no reason to single out borrowing as an activity that should be
circumscribed to people who otherwise have complete legal authority over their job
choices, management of their businesses, and decisions affecting the health and welfare
of their own children.

Options for Solution

4.30 To eliminate this bias, the best solution would be to lower the age of majority to
eighteen, which is the legal voting age, and to link the age of majority to a readily
verifiable civil status-like marriage, having a child, or residing in an independent

acts of the emancipated minor do not include borrowing, selling property or securing loans with their assets
(Article 365) and the transactions allowed to be performed by the emancipated minor may be revoked (Articles
364 and 365); and (iii) under the Commercial Code (CC), the legal representative can emancipate minors at age
eighteen, allowing them to enter into limited managerial commercial transactions (Article 365). While this
emancipation is irrevocable, it does involve high costs and troublesome procedures.

'° Article 365 of the FC provides that the emancipated minor may not dispose of property and several courts have
held accordingly (Article 252 del c.c. (365, c.f.) (G.J. No. 878) and (G.J. No. 913). The limitation to the acts of
minors applies to minors emancipated under any of the emancipation provisions provided for in the codes
(C6digo de Familia Concordado y Anotado, 2da Edici6n, Carlos Morales Guilldn, 1990, note to Article 365).
Even the minor emancipated by marriage can not legally borrow (G.J. No. 878), nor can a minor borrow who is
emancipated under the commercial code emancipation provisions (C6digo de Comercio Concordad y Anotado,
Carlos Morales Guillen, 1981, note to Article 13).
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household-to simplify emancipation procedures and to permit emancipated minors to
dispose of property.

Usury

4.31 Bolivian law limits the interest rate which can be charged on loans to 3 percent
per month.'1 This limitation applies to transactions among consumers, between a
merchant and a consumer in installment sales, and to the loans from any lender, including
banks.'2

Economic Consequences

4.32 In practice, however, private lenders in Bolivia frequently charge more than the
usury rate on unsecured loans. Whereas recent annual inflation rates have been less than
10 percent, interest rates can amount to as much as 48 percent a year on small, unsecured
loans made by nonprofit lenders with access to funds at a zero interest rate. On loans by
unsubsidized lenders attempting to cover their costs of operation, rates can run as high as
70 percent a year. Moreover, often private borrowers operating small farms and
businesses face even higher implicit interest rates in the course of doing business. A
street vendor in La Paz reported being charged $300 Bs in cash for a case of crackers or
$3 10 Bs if she paid three days in the future-an implicit interest rate of more than 5,000
percent a year on the cost of carrying this part of her inventory. For such borrowers,
obtaining a loan at 4 percent interest per month from a nonprofit lender would result in
substantial annual interest savings. However, a usury law would provide little benefit to
such borrowers. By limiting loans to low interest rates, usury laws force poor borrowers
into other markets where the laws is not enforced, and thereby increase the interest
charges to the borrower. 1 3

4.33 Furthermore, competition doesn't drive down such interest rates because: (i) usury
laws limit competition by reducing the number of legal lenders; (ii) usury laws force
lenders into practices that hide the true interest rate with hidden charges and obscure loan
contracts; and (iii) illegal lenders, pawnshops, and jewelry stores operate well outside of
public scrutiny and are known to only a few customers.

4.34 Even with ample competition, however, high interest rates often result from the
high costs of small lending. Many of the costs associated with a loan are fixed, and fixed
costs represent a higher percentage of a small loan than of a larger loan. In addition,

11 See Cddigo Civil and Codigo Penal, Articles 360, 361.

12 Although some lawyers consider that the civil code places banks outside the usury limitation, comments on the
penal code provisions suggest that usury limitations are applicable to banks. See Harb, 1987.

13 This is similar to the case in other countries, including the United States, where rate ceilings dictate which
consumers are entitled to enter the legal loan market and which must seek their credit outside the protection
afforded by the Uniform Consumer Credit Code. See Johnson, 1969.
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compared to monitoring large, secured loans, the costs to monitor small, unsecured loans
are higher, because these lenders must regularly inspect the borrower's business premises
to be confident that the business is still solid. Finally, the risk associated with small,
unsecured loans is typically higher than the risk associated with large, secured loans. To
compensate for the higher costs and risks of small, unsecured loans, even competitive
private lenders charge some combination of higher interest rates and up-front loan
processing charges to recover these larger costs. Since the poor are more likely than the
rich to take out small loans, private lenders end up charging higher interest rates to the
poor.

Options for Solution

4.35 To eliminate this problem which is heavily biased against the poor, usury
restrictions should be eliminated, and other ways should be devised to protect poor
borrowers. Possible options include: (i) requiring lenders to provide written statements of
the true annual interest rates and to give simple numerical examples of what such interest
rates mean; and (ii) requiring a videotaped discussion, in the borrower's native language,
of the implications of such interest rates. More generally, additional visual and audio
tools should be developed to explain legal provisions and rights to indigenous borrowers
who do not read Spanish.14

IV. INSTITUTIONAL AND OTHER ISSUES

4.36 There are also institutional shortcomings which limit access to credit by the poor.
This section describes some key institutions that could facilitate access to credit by the
poor or that could be created once facilitating changes in the law are made.

Registries' 5

4.37 Bolivian law provides that different claims be registered in different registries.
Most claims will be registered in one of three registries: (i) the Real Estate Registry; (ii)
the Motor Vehicles Registry; or (iii) the Commercial Registry.16 While Bolivian law
requires public access, judges have interpreted this as requiring judicial permission and as
only issuing certificates of information for specific transactions.

4 This second altemative has been used in California to explain legal provisions and rights to borrowers who are
native Spanish speakers and cannot read English.

'5 Bolivia's legal registries are examined in more detail in N. de la Pefia, H. Fleisig and F. Miller, 1992.

16 There are more than three registries; the others are for licensed personal property. For example, title and security
interests in an aircraft would be registered in a separate registry for aircraft and titles to copyrights and
trademarks would be registered in the Registro de Patentes y Marcas. The real estate registry is created in
Articles 1538-1566 of the C6digo Civil, the motor vehicles registry is created by Supreme Decree No. 15191,
12-15-77, and the commercial registry is created by Article 26 of the C6digo de Comercio.
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Economic Consequences

4.38 Many of the lending instruments that embody security interests require public
registration. Public registration is crucial in reducing the risk in a security interest,
because each lender needs to know whether any prior security interest in the collateral
exists. For example, the borrower might have agreed that another loan would be paid
first from the proceeds of the sale of the collateral, and the priority of a lender is essential
to determine risk. Currently, registries can be searched only with official permission.
Not only is it difficult to obtain such permission, but registries are organized in ways that
make a search technically difficult and expensive.'7 As such, the riskiness of lending is
raised, because it is difficult to determine the priority of security interests without a well-
functioning, comprehensive registry system that is open to public access and inexpensive
to search.

Options for Solution

4.39 To improve the usefulness of the registries, it is essential to enforce the law
requiring full public access. Furthermore, public access should be modernized through
computer access; this will only work, however, if all registries are well-functioning and
have been fully computerized, including containing indexing systems that can search
records through any relevant characteristic. To improve the functioning of the registries:
(i) they could be either operated privately through business associations (as in Colombia),
or leasing registry services from other countries; or (ii) there could be a move towards a
unified registry system, which could include having the Superintendencia de Bancos y
Entidades Financieras (SBEF) operate a backup central registry containing notice filings
of the contents of all other registries and to permit public access to the registry.

Credit Information

4.40 While Bolivia has a credit registry-Central de Riesgos-that pools debt
repayment histories of bank borrowers, the information contained within is made
available only to banks. However, for the use of its members, the chamber of commerce
has begun a borrower information system that pools information about consumer and
business payment records.

7 For examnple, the real estate registry operates under the jurisdiction of the Supreme Court, but the rules and
regulations for recording its documents and titles are contained in the Civil Code, Articles 1538-66. Furthermore,
registration of mortgages is regulated by Title VI Book V of the Civil Code, but Articles 1360-97 set out the
requirements for mortgaging property, qualifying property and pertinent procedures for its recordation.
Moreover, provisions are set out in a manual recording system with a name index which makes it difficult to
search for encumbrances against a borrower's property. Although the provisions require that the registry be
public and the law requires publicity by registration as a means of establishing the rank of priority in the
collateral, in practice the judiciary system maintains a monopoly in the retrieval of information by denying
public access on privacy grounds. Therefore, even though the law ensures that the first to register has priority in
the collateral, it is difficult for potential lenders to discover prior encumbrances against the same collateral.
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Economic Consequences

4.41 Although operators of small farms or businesses may not own land or movable
equipment, they can still establish reputations for honesty and for the timely payment of
debts. Their access to credit will expand if they can make their reputations known
beyond the small circle of dealers and merchants with whom they regularly deal. A credit
reporting system that pools information about borrowers would permit the poor to
capitalize on their reputations by persuading other lenders to lend to them without
security. It would also reduce the risks in unsecured lending by making credible the
threat that a creditor could spoil the reputation of an unsecured borrower who did not pay
a debt.

4.42 Improving the credit reporting system could: (i) reduce the risk to dealers who sell
on credit and to non-bank lenders who make unsecured loans; (ii) permit accurate risk
classification of accounts receivable and chattel paper, improving the quality of these
instruments as collateral, and making it easier for formal sector lenders to reach the poor
through non-bank lenders and merchants; and (iii) improve the chances of the credit-
worthy poor to get credit from banks.

Optionsfor Solution

4.43 Although credit reporting is improving, several actions may be taken to improve it
further. Specifically: (i) borrowers should be allowed to give potential creditors access to
the information about them in the Central de Riesgos, (ii) the chamber of commerce and
other credit reporting systems could be used to develop regulatory norms, that would
permit the SBEF to regulate unsecured and weakly-secured lending; and (iii) regulations
for credit reporting rights should be introduced to give borrowers confidence that errors
in the credit records can be uncovered and corrected.

Identity Cards

4.44 Bolivia provides national identity numbers to all citizens, and in practice identity
cards are issued to all male citizens when they enter compulsory military service. As
women are not subject to compulsory military service, they often do not have identity
cards. Obtaining an identity card requires showing a birth certificate and related evidence
of identity. Identity cards and numbers are typically used as identification for loan
applicants and credit from stores.

Economic Consequences

4.45 While obtaining the identity card is not difficult, many Bolivians-especially the
poor-may not have a birth certificate. Obtaining a birth certificate, especially for those
born at home, can be difficult, time-consuming, and expensive. Consequently, many of
the poor have no means of identifying themselves for the purpose of obtaining credit from
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the formal sector. Because other means exist for determining identity and location of
property, this may not be a problem in obtaining large loans secured by real estate. For
small loans, store credit, and banking services, however, the absence of an identity card
can be a serious restriction. Moreover, lacking a national identity number raises the
possibility of confusion in the credit records for citizens with the same names, especially
where addresses are changing or uncertain.

Options for Solution

4.46 Currently, about 450,000 Bolivians have been registered in the Registro Unico
Nacional (RUN). The government's plan is to issue RUN identity cards to all adults by
the end of 1997 to allow for distribution of the shares from capitalization. Another
alternative would be to allow issuance of a substitute identity card for the purposes of
commercial identification. Such a card could contain a unique number and a simple
identification system, such as a thumbprint and a photo without requiring a birth
certificate. The possibility of allowing private agents to issue alternative cards-such as
the way banks issue debit cards-could also be considered. Banking regulations could
expand the acceptable identification of borrowers to permit any reasonable form of
identification.

Pawnshops

4.47 Bolivian law provides for a state pawnshop, which permitted loans against
pledged items placed in the possession of the pawnshop, but after several years of
operation the state pawnshop went bankrupt. Two features prevent pawnshops from
appearing in the formal sector: (i) the usury ceiling is less than the market interest rate for
the small consumer loans that pawnshops give; and (ii) Bolivian law does not give
pawnshops the right to sell the pawned item without a court order and a court-supervised
sale. Fondos Financieros Privados (FFPs) have been given the right to privately sell
pawned items, but they must first seek a court order by recent legislation.

Economic Consequences

4.48 In many countries, pawnshops provide a flexible way for the poor to get short-
term credit. The borrower gets a loan quickly and, where pawnshops compete, at rates of
interest close to the pawnshop's cost of doing business. Since the pawnshop retains the
pawned item as collateral, it faces low risk and low monitoring costs. Unlike many types
of personal loans, the character of the borrower, including repayment practices, are less
important to the pawnshop operator due to their sense of security from the prospect of
selling the pawned item. The expense of the court-mandated procedure to sell pawned
items in Bolivia, means that the small loans offered by pawnshops often cannot cover the
potential costs of selling the collateral. Nevertheless, despite the law, pawnshops exist in
the informal sector and are most often associated with jewelry stores that give loans in
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exchange for taking jewelry in pawn. There is a lack of effective competition among
underground pawnshops and in the end, the poor borrower pays the price.

Options for Solution

4.49 A possible solution would be to encourage FFPs to provide pawnshop services.
This could be done fairly easily by issuing a circular explicitly stating that they can
provide the service. Outside the FFP framework, another alternative would be to permit
private pawnshops to operate with the power of private sale of the pawned object without
a court order. In this situation, it would be important to have some regulation of the
terms of sale of the pawned item, and have the pawnshop post a limited bond to guarantee
compliance with the regulations.

Accounts Receivable and Chattel Paper Financing

4.50 As indicated above, no lender interviewed in Bolivia would accept accounts
receivable or chattel paper as the primary collateral for a loan. Furthermore, only a few
would accept these items as secondary collateral, after obtaining a mortgage or the
personal guarantee of the borrower.

Economic Consequences

4.51 As mentioned, accounts receivable and chattel paper financing could be an
important means of channeling funds from banks and private investors to dealers and to
non-bank private and NGO lenders. Accounts receivable financing would permit the
dealer and NGO lender to use the paper generated in credit sales and small unsecured
loans as collateral for a loan from a bank. Chattel paper financing would permit the non-
bank private and NGO lenders to use the loans that they make-their pledge security
agreements, account debt, or book debt-as collateral for a loan to the bank.

Options for Solution

4.52 There are a number of actions that could be taken to facilitate the use of accounts
receivable and chattel paper as a means of channeling funds. More specifically: (i) to
improve their quality as collateral, the transfer of accounts receivable and chattel paper
should be simplified and the cost reduced; (ii) a system for regulating and supervising
bank loans secured by accounts receivable and chattel paper could be introduced; (iii) a
public registry of security interests in accounts receivable and chattel paper could be
established; and (iv) credit registries could be used to permit simple and accurate
evaluation of the quality of accounts receivable and chattel paper.
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Personal Lending

4.53 As indicated above, most formal sector lenders in Bolivia do not lend only on the
basis of past repayment performance or without proof of ownership of real estate.

Economic Consequences

4.54 There are potential borrowers with good future earnings prospects and good loan
repayment records among the poor or those emerging from poverty. For this segment of
the population, loans without collateral or proof of ownership of real estate can be an
important source of funds. Again, although common in many industrial countries, these
loans are not routinely made by banks in Bolivia.

Options for Solution

4.55 Expanding personal lending in Bolivia requires expanding and improving credit
systems and institutions. Specifically: (i) a system for supervising and regulating
personal loans that relies on an empirically-based credit rating system could be devised;
and (ii) credit bureaus could be strengthened to make the credit ratings of borrowers more
accessible to potential lenders.

Fondos Financieros Privados

4.56 Allowed under recently approved legislation, Fondos Financieros Privados
(FFPs) could replicate the success of Banco Sol, an institution which has used the
solidarity group methodology to reach small borrowers. 8 Because of this legislation,
loans created by solidarity group guarantees which are not otherwise secured will be
exempted by the SBEF from adverse classification. Furthermore, FFPs will be permitted
to operate with less capital than a normally chartered bank.

Economic Consequences

4.57 As indicated, solidarity group lending is an old tradition in Bolivia; in fact, the
financial sector enabling legislation from the 1930s specifically refers to solidarity

18 Banco Sol became a legally established bank recognized by the SBEF on February 1, 1992, when it began taking
over the portfolio of PRODEM (the Bolivian Foundation for the Development of the Micro-Enterprise Sector),
an NGO which had been active in providing financing to microenterprises. PRODEM, which used the solidarity
group methodology, was fairly successful reaching its intended targets, while maintaining a fairly low
delinquency rate. One of the keys to PRODEM's success was that it permitted group dynamics to function freely
without bureaucratic control or unwanted interference from the lending organization. Microenterprises were
allowed to form their own groups, with the only requirements being that: (i) the individuals in a group lived in
close proximity to each other; and (ii) their production or credit needs were at a similar level. This was
complemented by an institutional culture characterized by teamwork, participatory decisionmaking, development
of interpersonal skills, and commitment to the organization's mission. This philosophy and approach has
continued as PRODEM has evolved into Banco Sol.
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groups. As such, solidarity groups can occupy an important credit niche. The expansion
of their operations should result in expanded access to credit and lower interest rates for
small borrowers.'9

Options for Solution

4.58 To further encourage the development of this type of institution: (i) norms and
standards for supervision and regulation of solidarity group loans should be developed;
and (ii) the scope of unsecured lending could be expanded by introducing more general
regulatory norms for personal lending. Furthermore, through a reform of the framework
for accounts receivable and chattel paper financing, non-FFP solidarity group lenders
could be permitted to have better access to formal sector lenders. This would permit
them to pursue their social and economic goals without introducing the additional
complexities of becoming an FFP.

V. OTHER EXPLANATIONS AND REMEDIES

Banks Do Not Find Small Loans Profitable

4.59 The lack of access to credit by the poor is sometimes explained by noting that
banks do not find small loans profitable. For small loans of the type made by
microenterprise lenders-ranging up to US$200-banks typically have no interest.
However, in a well-functioning financial system, banks can play a key role in delivering
small loans to small borrowers. ° The inability of Bolivian banks to play this role arises
not from the small size of the ultimate loan, but from the difficulties outlined earlier-
that is, problems in using such small accounts as collateral, registering claims against
them, and regulating loans made against such collateral.

4.60 It is also sometimes asserted that banks in Bolivia are unwilling to make even
larger loans, despite the existence of several credit lines that permit loans of up to
US$10,000 to small enterprises and farms. It is not the case that banks in Bolivia are
unwilling to make such loans, however, and indeed, about 75 percent of the outstanding
loans are less than US$10,000. Again, the unwillingness of banks to make loans of this

19 Obviously, a credit system will typically not deliver the same amount of credit to a member of a solidarity group
as it will to borrowers with acceptable guarantees. For example, the maximum unsecured loan at Banco Sol is
about US$2,500, and other solidarity group lenders have even lower maxima. Therefore, FFPs are likely to have
their greatest impact on relatively small enterprises and among the urban poor, where it is more economical to
organize solidarity groups.

20 Banks in industrial countries commonly issue credit cards with credit lines as small as the maximum lending
limits of NGOs active in Bolivia (for example, Pro Mujer). They refinance such small loans with securitized
commercial paper issues that bundle thousands of such small loans and refinance them in the commercial paper
market. Banks in industrial countries refinance the loans made by countless shops, wholesalers, fertilizer
dealers, and other enterprises that routinely extend small amounts of unsecured credit to small borrowers. They
perform the same function in refinancing the loans extended by finance companies and pawnshops.
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size to small businesses and farms arises from the unsatisfactory nature of the collateral
offered and the homestead issues raised previously.

Bank Regulations

4.61 Bolivian bank regulations do not treat loans secured by movable property any
differently from unsecured loans. In other countries, good bank regulations reflect the
legal realities of collection against different types of clients and different types of loan
guarantees. In Bolivia, the regulatory treatment of movable property that serves as
collateral broadly conforms to the collection reality.

4.62 Unless simultaneous changes occur in the legal, regulatory, and institutional
framework, there is little room for changing bank regulations in Bolivia without
substantially increasing the risk to the banking system. Intervening at the legal and
institutional level will permit changing the regulations without raising the risk to the
banking system.

Gender and Ethnicity

4.63 It has been asserted that banks in Bolivia are reluctant to lend to large groups
within the country, such as indigenous people or women. It is difficult to test this
argument, however, because these same groups typically lack collateral satisfactory to a
bank. In countries where carefully constructed studies of credit discrimination have been
done, it involves comparing bank lending to members of the groups in question while
holding constant other variables such as income, wealth, and collateral. The difficulty in
conducting such a test in Bolivia is that since poor women and indigenous people
typically have no guarantees acceptable to banks, it is difficult to assemble large enough
groups to make statistical comparisons possible. As the legal and regulatory environment
for secured lending improves, however, it will be possible to conduct such tests.

4.64 With regard to these issues, the results from the 1995 limited rural household
survey provide some interesting insights and suggest that this is not a problem. When
explaining why they had not applied for commercial bank credit, less than one percent of
the respondents answered that "banks did not treat me well or did not deal with people
like me." While seemingly unimportant, if there remains some perception that this is a
problem, it may be useful to assert in the law and in banking regulations that it is not
permissible to discriminate in lending decisions on the basis of race or sex.

Insufficient Savings

4.65 Finally, there have been assertions that savings is too low in Bolivia and that this
limits the investment opportunities of the poor. However, this explanation is not
supported by the existence of undisbursed foreign credit lines. If the only issue was
insufficient savings, then borrowers would draw on foreign savings to finance their
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projects. Instead, it is likely that substantial foreign credit lines remain undisbursed
because there is no well-functioning system for channeling savings-both foreign and
domestic-into the hands of investors who are poor. As has been pointed out more than
once, the barriers to such transfers arise from the legal, regulatory, and institutional
shortcomings that prevent the poor from offering satisfactory personal guarantees or
collateral.

4.66 Furthermore, increasing aggregate domestic savings cannot address this issue.
Indeed, if domestic savings rose, the savers would have just as much concern over
lending their savings without acceptable guarantees as would the bank intermediating the
foreign credit line to the small investor. Of course, if the poor themselves were to
increase their savings then they could invest more. Since they have no access to credit,
they can only self-finance. This is not an efficient and effective solution to their
financing problems, however, since poor people have low incomes and it is particularly
difficult for them to increase their savings. Consequently, they can self-finance their own
investments only at a very slow rate. This means that those poor who have good
investment opportunities advance out of poverty at a much slower speed than they would
if they had access to credit.

VI. SUMMARY AND RECOMMENDATIONS

4.67 Although difficult to quantify the potential impacts, improving access to credit by
the poor is an important element in a poverty reduction strategy for Bolivia. There has
been much concern that formal sector institutions do not adequately deliver credit to the
poor, and consequently, in the past the focus has been on institutional innovation that
could improve the delivery of such credit. This background paper has focused on the
legal, regulatory, and institutional background against which such institutions operate
however, as they are also important.

4.68 The key issue with regard to improving the access to credit by the poor lies in
broadening the use of collateral by the poor. This could be accomplished through
permitting smallholdings of land to serve as collateral, and by changing the legal and
regulatory framework to permit movable property to serve as guarantees. These changes
would not only permit the poor to gain direct access to formal sector lenders, but would
facilitate commercial linkages between the formal sector and the NGO lenders that have
devised clever and socially useful ways of delivering credit to the poor.

4.69 With regard to features of the legal system which limit access to credit by the
poor, the following specific recommendations are suggested:

* The laws governing homestead and exempt property provisions should be
redesigned, as they currently prevent the poor from using their smallholdings
and their working tools and equipment as collateral. They should be
modernized, made more flexible and set more realistically.
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* The age of majority should be lowered to eighteen and exceptions should be
linked to a readily verifiable civil status.

* Contracting provisions should be changed to eliminate the implicit
requirement that loan contracts must be in writing, and should permit other
forms of verification.

* A more adequate framework for secured transactions should be established.
Specifically, (i) the use of security interests should be expanded; (ii) registries
recording security interests should be established and improved; and (iii)
enforcement methods should be speeded up and made less expensive.

4.70 Furthermore, there are institutional features which also pose barriers,
which are especially daunting to the poor. Specific recommendations are that: (i) legal
registries should be strengthened, made less expensive to access and opened to the public;
and (ii) credit reporting systems should be further developed.

4.71 Although there are other assertions for why the poor lack access to credit, the
evidence and solutions are not as clear-cut. While it appears that ethnic and gender
discrimination with regard to credit is not important, it would be fairly straightforward to
amend the banking regulations to prohibit such practices.
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5. ACCESS TO LAND AND RURAL POVERTY

I. INTRODUCTION

5.1 The process of structural adjustment that started in 1985 has removed many
distortions and constraints to agricultural development. Among other things, the
structural program stabilized the economy, liberalized input and product markets, reduced
credit subsidies, and removed some classic urban biases. All these reforms have had a net
positive impact on rural communities. Nevertheless, some important reforms are still
needed, particularly those related to land issues. These are essential, since often land is
the most valuable asset owned by farmers. The full benefits of structural adjustment at the
macro and micro level cannot be reaped by the rural poor if access to this primary asset is
restricted or distorted by public policies.

5.2 In Bolivia, rural poverty and inequitable access to land are primarily regional and
indigenous in character. As discussed in the previous papers, the great majority of
Bolivia's rural population is poor, indigenous in origin (Aymara, Quechua, and several
other smaller groups). It is concentrated in the western part of the country (Altiplano and
valleys). Indigenous groups in the lowland regions of the country are also very poor, but
they are considerably fewer in number than their highland counterparts.

5.3 Alleviating rural poverty in Bolivia requires a comprehensive strategy addressing
some key problems, such as provision of education and health services, investments in
water supply and sanitation, improvements in infrastructure (primarily roads and
irrigation), and among others, including research and extension services to increase
agricultural productivity. Land policy reform is only one element of such a strategy-
albeit an important one which will contribute to increasing agricultural productivity.
Land policy reform by itself will not significantly improve the living conditions of the
majority of Bolivia's rural poor, however. Nevertheless, combined with the other
measures mentioned, land policy can be an effective instrument in gradually removing
some important constraints to increased rural incomes and in significantly improving the
living standards of some of the country's poorest groups.

5.4 Reforming the agrarian reform process in Bolivia requires key changes in the
legal, institutional, and regulatory framework of land administration. This paper
addresses these issues and describes how important these reforms are to various poverty
groups. In particular, it makes a distinction between rural poverty among Andean

This Background Paper draws heavily on Jorge Mufloz (1995) "Access to Land and Rural Poverty in
Bolivia," a paper prepared for this report.
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indigenous groups (Aymara and Quechua peasant farmers) and indigenous groups in the
Amazon Basin, Eastern Lowlands, and Chaco. The problems faced by these two
categories of the rural poor are very different-and so are the proposed solutions.

5.5 Although the policy prescriptions presented in the paper will affect virtually the
entire rural population, emphasis is placed on those instruments and mechanisms that are
likely to have a major impact on the welfare of some selected vulnerable groups.

5.6 Official government policy on land issues (see appendix 5-1), states that the
general objectives of land policy are to:

(a) Use a comprehensive approach to land issues, taking into account land's
economic, social, cultural, technical, political, and historic connotations.

(b) Guarantee, technically and legally, land property rights under all types of
tenure regimes, in order to stimulate investment and facilitate the
functioning of transparent land markets.

(c) Promote a more equitable tenure structure and give priority in access to
public lands to landless peasants and indigenous groups.

(d) Promote the efficient and sustainable use of land and other natural
resources.

(e) Develop a legal and regulatory institutional framework for land
administration and conflict resolution that is transparent and effective.

5.7 This background paper argues that, by and large, these objectives can be achieved
with a coherent strategy, provided that such a strategy is implemented adequately. In
particular, it is argued that in regions where there is significant potential for expanding
the agricultural frontier (Santa Cruz, especially), a more efficient use of land resources as
well as increasing the income potential for the poor can be achieved by: (i) facilitating
access to public lands to poor or landless peasant farmers; and (ii) increasing the
transparency of land markets.

5.8 The paper is organized as follows. First, a historical perspective of land issues in
Bolivia is presented, by reviewing the agrarian reforrm process started in 1953 and
describing the institutional framework that shaped land allocation patterns over the last
four decades. Second, an analysis of current land tenure and rural poverty issues is
presented. This includes a detailed typology of existing land tenure systems in the
country, an analysis of the situation of indigenous peoples (separated into Andean and
lowland groups), and a review of how rural land markets operate. This section utilizes the
most recent data available regarding land tenure, markets, and titling, as well as
household-level data on the determinants of rural poverty in some regions. Third, a
summary of the reforms currently underway is presented, with an emphasis on the



-161-
Background Paper No. 5 Access to Land and Rural Poverty

proposed Ley de Modificacion al Servicio Nacional de Reforma Agraria, the draft bill
that will create the Instituto Nacional de Reforma Agraria (INRA) , and the National Land
Administration Project (PNA7T). Finally, a section of conclusions and recommendations is
presented.

5.9 The paper includes two appendices: (i) a copy of the official Document of Rural
Land Policies prepared by the Minister of Sustainable Development and the Environment
(dated March 1995); and (ii) all the tables referred to in the text.

II. HISTORICAL PERSPECTIVE OF LAND ISSUES IN BOLIVIA

The 1953 Agrarian Reform Law

5.10 Before the agrarian reform, Bolivia had one of the most skewed land distribution
patterns in Latin America, with less than 4 percent of landowners controlling more than
82 percent of the land.' Bolivia was the first country in South America (and second in
Latin America after Mexico) to implement a massive re-distributive Land Reform.

5.11 The Agrarian Reform Law passed on August 2, 1953 was intended primarily to
satisfy the socioeconomic demands of the peasantry in the highlands and valleys of the
country. This law also laid down the basis for future agricultural development in the
lowlands. The provisions of the law regarding ownership rights, which were subsequently
incorporated in the country's constitution adopted in 1967, state that the Bolivian state
has ultimate rights to all land, underground deposits, and bodies of water within the
republic's boundaries. Nevertheless, rural private properties are recognized as long as
they fulfill a "social function," a broad concept that traditionally has been interpreted to
mean tilling the land, investing in irrigation or other improvements, or clearing virgin
forest.

5.12 Three kinds of mechanisms for obtaining private property rights over rural land
are recognized under the current legislation. First, if a farmer had physically occupied a
parcel prior to 1953 and no one else claimed ownership (that is, not subject to
expropriation), then he has the right to claim a consolidation of rights (consolidaci6n)
from the National Agrarian Reform Council (Consejo Nacional de Reforma Agraria,
CNRA; currently intervened, see last section of paper).

5.13 Second, peasant tenant-farmers who claimed ownership rights over land
belonging to an absentee landlord who did not tilled the land directly (as was the case
with vast majority of latifundios) then the property had to go through expropriation first
and this was called intervention (afectaci6n). Subsequently, beneficiary peasant farmers

According to the 1950 Agricultural Census, 1.63 percent of farms occupied 65.28 percent of the land; and 3.78
percent of farms covered 81.87 percent of the land. On the other extreme, 69.45 percent of farms occupied only
0.41 percent of the land.
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received titles to expropriated lands through a process of land allocation free of charge
(dotaci6n).2

5.14 A National Colonization Institute (Instituto Nacional de Colonizaci6n, INC, also
intervened) was created in 1967 to encourage and administer settlement programs in the
eastern edge of the Andean mountain range (Alto Beni, Chapare, and Northern Santa
Cruz). INC allocated land in pre-determined colonization areas (which were poorly
mapped, thus setting the stage for future overlapping of jurisdictions with CNRA)3 to
individual families, either organized in colonies or as spontaneous settlers. So the third
land allocation mechanism was that used by INC, called adjudication (adjudicaci6n),
whereby the settler had to pay a small per-hectare fee.

5.15 The law recognizes seven types of rural properties, according to their tenure
status, form of cultivation, and size (the latter depending on the region of the country; see
appendix 5-2, table 5-6). The peasant homestead is defined as a residential plot of land,
and is considered indivisible and inalienable. Somewhat larger holdings are defined as
small or medium-size farms. An indigenous communal property is also recognized and
supposedly subject to special provisions which were never embodied in a regulatory
decree. An agricultural cooperative is also recognized and it applies to joint tenure by a
group of families or individuals who work the land together. The law recognizes only two
types of large landholdings: (i) a commercial agricultural enterprise and (ii) a cattle ranch.

5.16 The Agrarian Reform Law makes a distinction between the last two types of
holdings and an illegal large feudal estate (latifundio), defined as a holding owned by an
absentee landlord who does not till the land directly, has little or no capital investment,
keeps large portions of the holding unused, and utilizes tenant laborers.

Institutional Framework

5.17 In addition to the abuses and arbitrary interpretations that the current Agrarian
Reform Law has been subjected to, the institutional framework responsible for the
administration of land matters in the country has been weak and ineffective for the last
two to three decades. Land titling is the responsibility of both CNRA and INC, each
having jurisdiction over specified areas. However, unclear specification of jurisdictions
and institutional weaknesses have created serious conflicts of overlapping claims in some
regions of the country (Santa Cruz, Chapare, and Northern La Paz). Before the

2 Since the process of dotaci6n can be initiated by anyone, many individuals received free grants of public lands.
Discretionary individual allocations were often quite large and ended up mostly unused. It was thus, possible for
a second individual to claim that the first one was not using it productively (that is, not fulfilling a social
function). He could then demand the state to revert the original allocation to the public domain (through a
process called reversi6n). Therefore, there are extensive regions in the eastem lowlands (especially Santa Cruz)
where double or even triple titling is quite common.

3 Unfortunately, there is no reliable estimate of how much land is subject to this kind of overlapping.
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Intervenci6n process, each of these institutions had its own methodology and team of
surveyors to measure and title land parcels.

5.18 Neither of these institutions transferred information about their land allocations to
the entity in charge of the rural cadastre, the Geographic Military Institute (Instituto
Geogr4fico Militar, IGM), or the registry (Derechos Reales, DDRR). Consequently, at
present the responsibility for updating the current ownership status of land parcels
depends solely on the owner. Furthermore, DDRR works with a deeds-based registration
system with a very weak linkage to IGM. So, even if an owner wanted to have his or her
rights properly registered and mapped in a cadastre, it would be quite difficult to ensure
that no one else registers an overlapping land claim.

5.19 Agrarian conflicts were resolved through a special court system, separate from the
civil court system, composed of agrarian judges and an office of agrarian work and
peasant justice (Trabajo Agrario y Justicia Campesina) which was dependent on the now
abolished Ministry of Peasant and Agricultural Affairs.

5.20 Similarly, the entity responsible for giving forestry concessions, the Forestry
Development Center (Centro de Desarrollo Forestal, CDF), has operated quite
independently from the agrarian reform institutions since 1974. Thus, forestry
concessions often overlap with agricultural or ranching land allocations. Current
legislation separates the rights over land (the soil) from those of trees. There is a new
forestry law that addresses this issue that has already been approved by the House of
Deputies, but it is stuck in the Senate due to opposition from logging companies over
stumpage fees and other issues.

5.21 Finally, Bolivia lacks comprehensive technical information on the properties and
current use status of the country's land resources. Only recently there have been efforts to
rationalize land use in the most vulnerable regions of the country. Land use plans are
being developed for the entire department of Santa Cruz (PLUS) and the department of
Pando (ZONISIG).

Land Allocation Patterns

5.22 The legal and institutional framework described above led to the emergence of
three patterns of land occupation in Bolivia, leading to significantly different tenure,
titling, and land market situations. First, CNRA carried out a large program of land
redistribution in the highlands and valleys of the country.4 Between 1955 and 1993,
CNRA affected 20,547,000 hectares and benefited some 548,776 families in the six
Andean departments of the country (see appendix 5-2, table 5-7). Historically, these

4 The agrarian reform in Bolivia was an exceptional case in terms of the amount of land distributed and the
number of beneficiary tenant-farmers. Also, it was accomplished in a fairly peaceful process. For a summary of
experiences in land reform throughout the world, see Binswanger, Deininger, and Feder (1993).
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farmers had always occupied these lands under either the feudal system of large
landholdings or in traditional peasant communities dating back to colonial times. At
present, although some peasant farmers still do not have their final title (perhaps as many
as one quarter of all farmers in these regions), virtually all of them have some reliable
ownership documentation (a more detailed description of land tenure arrangements for
these and other types of landholders is presented in the next section).

5.23 Second, fairly large colonization programs were encouraged in the 1950s through
the 1970s to alleviate the demographic pressure in the traditional regions and open up
new agricultural lands in the humid regions of Yungas and Alto Beni (La Paz), Chapare
(Cochabamba), and in northern Santa Cruz.

5.24 Between 1967 and mid 1995, INC had titled over one million hectares in five
departments, in favor of 38,786 beneficiaries (see appendix 5-2, table 5-8), although
many more families (about twice as many) have settled in these regions without title to
their lands. More than half of the titled land was distributed in Santa Cruz in allocations
that averaged 50.4 hectares per beneficiary. The mean allocations in La Paz and
Cochabamba, the other two departments that are major recipients of migrants, were 14.4
and 17.7 hectares per beneficiary, respectively. As a result of these settlement programs,
population in these regions increased from 243,000 in 1950 to 663,000 in 1992. These
figures show that, in spite of the numerous problems that colonization programs had, the
basic objective of alleviating the demographic pressure in the altiplano and highlands was
achieved. Also, it is important to note that within a generation after migrating, settlers
often build up considerable equity through increased valuation of their lands, usually
between US$5,000 and US$10,000-much more than they could possibly have
accumulated in the arid altiplano or impoverished valleys.

5.25 Finally, free-grants of land by CNRA in non-hacienda regions-that is, in the
eastern lowlands of the country-resulted in a third pattern of land allocations. Large
landholdings have been granted in Santa Cruz and Beni over the last 25 years, out of
which some 13 million hectares were issued titles in Santa Cruz and 9.4 million hectares
in Beni. Of course, much more land has been distributed in these departments, but final
titles have not been issued yet. Because of the reversion clause in the law and poor parcel
surveying, many of these allocations are subject to considerable overlapping and much
tenure insecurity, particularly in Santa Cruz.

5.26 This last pattern of land allocations has prompted the emergence of so-called neo-
latifundio. Unfortunately, there is little reliable information about this phenomenon.
CNRA does not have up-to-date information on their allocations by property size. The
allocations up to 1977 is shown in appendix 5-2, table 5-9 By then, 33.7 percent of the
land distributed (8.9 million hectares) was allocated to only 4.9 percent of the
beneficiaries, under the category of enterprise (either agricultural or cattle ranch). Some
46.7 percent of this enterprise area was allocated in Santa Cruz and 33.6 percent in Beni.
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5.27 More recent information on the size distribution of landholdings in the country is
available only from partial results of the 1989 agricultural census. These indicate that
0.63 percent of holdings covered in the census (those in excess of 2,500 hectares)
occupied 66.4 percent of the land. Virtually all of these landholdings are in the Eastern
Lowlands and Chaco regions of the country (Beni, Santa Cruz, and parts of Chuquisaca
and Tarija). On the other extreme, 52.5 percent of landholdings (those of less than three
hectares) occupy only 0.77 percent of the land. Almost all of them are in highland and
valley regions of the country.5 These figures show that over the last two to three decades,
there has been a gradual process of land concentration in the newly developed regions of
the country.

5.28 The amount of good-quality arable land in Bolivia is only a small portion of its
territory (most land has forestry potential), but it is quite large compared to the size of its
population, especially in Santa Cruz. Consequently, there is considerable potential for
reducing the incidence of rural poverty through some land redistribution, which can be
accomplished on a limited scale by effective settlement programs and more transparent
land markets.

5.29 The current extremely skewed distribution of land in Bolivia is primarily a
regional disparity between traditional peasant regions and the newly developed
agricultural frontier. This situation is very different from the pre-agrarian reform era
when the unequal distribution of land occurred throughout the country. At that time, the
challenge was to re-distribute land from absentee landlords to peasant tenant-farmers
already working within huge haciendas. In other words, in the 1950s there was already in
place a resident population of peasant-farmers ready to effectively take over the affected
estates. In contrast, today's challenge to achieve a more equal distribution of land, and
hence reduce the incidence of rural poverty, cannot be met by simply re-distributing large
landholdings. Who would they be distributed to? At present, most of the large
landholdings that were arbitrarily granted by the state do not have a resident tenant
population.

5.30 To reduce rural poverty and bring about a more equitable distribution of land in
Bolivia-key objectives of the government's new land policy-a five-point strategy is
needed:

(a) Eliminate the decades-old practice of giving out large tracts of public
lands for free and substitute it with limited but targeted settlements
programs; also change the current individually-based titling-on-demand
mechanism with simplified regional titling programs.

The 1989 Agricultural Census contains incomplete information, so these figures are not definitive-though they
are indicative of the order of magnitude in the size distribution of landholdings. This census covered 314,600
landholdings occupying 22,670,152 hectares-roughly half of the national total.
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(b) Implement an effective title regularization and rural cadastre process in the
most critical regions of the country, in order to determine land-granting
irregularities of the past, and to identify vacant public lands and those
subject to reversion to the State.

(c) Revert or expropriate a significant portion of irregularly allocated or
unused lands and reserve them for smallholder settlement programs,
giving priority to landless peasant farmers and indigenous groups.

(d) Encourage settlement programs on these lands, benefiting the poorest rural
groups, in particular those with little or no land.

(e) Set aside large areas in the lowlands of the country as parks, forest
reserves, biodiversity reserves, and other classified areas for future
development.

5.31 However, it must be stressed that even if such a strategy were carried out
successfully, the distribution of land would improve only marginally, since land
occupation in the lowlands, even under the most efficient factor allocation, will remain
one of extensive use of land, with respect to labor, for decades to come, as population
density slowly increases in these regions. There is considerable room for improvement,
however, in the regional distribution of land, by promoting a greater number of small (30
to 80 hectares) and medium (80 to 200 hectares) landholdings.

III. CURRENT LAND TENURE AND RURAL POVERTY

5.32 Bolivia is a very heterogeneous country in terms of existing land tenure systems.
The enormous size of its territory (1.09 million square kilometers, or 109 million
hectares); complicated topography (from low, humid, and vast savannas to high and arid
Andean mountains and valleys); diversity of climates, soils, and vegetation; very low
population density (only 6.4 inhabitants per square kilometer nationally, and about half
that in rural areas); and precarious transportation infrastructure, have given rise to quite
different land tenure systems. Although these systems are quite diverse, their
characteristics and pattern of development are fairly predictable according to theories of
agricultural development and land tenure.6

6 See the classic work of Boserup (1965), or more recent advances by Binswanger and Mclntire (1987) and
Binswanger, Deininger, and Feder (1993).
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Typology of Existing Land Tenure Systems in Bolivia

5.33 For analytical purposes, existing land tenure systems in Bolivia can be divided
into six broad categories7:

1. Communal systems of hunters, gatherers, and subsistence farmers in the
Amazon Basin, Eastern Lowlands (Oriente), and Chaco.

2. Communal systems of peasant farmers in the altiplano and highlands.

3. Communal systems of peasant farmers in temperate valleys and irrigated
regions.

4. Family farm colonies of recent settlers in the eastern edge of the Andean
mountain range.

5. Extensive livestock ranches in the Beni savannas, Chaco plains, eastern
Santa Cruz, and northern La Paz.

6. Independent commercial agricultural farrns in various regions.

5.34 Although this classification is not all-inclusive,8 it covers the overwhelming
majority of landholdings and rural populations in the country. A schematic summary of
all six types of tenure systems that allows straight-forward comparisons between them is
presented in appendix 5-2, table 5-10 (divided into seven different sheets). The table
contains information about the following issues (see notes at the end of table for data
limitations):

* Regions where the tenure system predominates (departments and provinces)
* Estimated rural population that lives under the system
* Estimated area (in square kilometers) of the regions (although several tenure

systems may coexist within a given region)
* Rural population density
* Main characteristics of land tenure, and titling issues and problems
* How land markets operate
* Overall description of living conditions of the population that lives under the

tenure system

7 This categorization is extracted from Mufioz (1995).

8 It does not include, for example, land owned by a few logging companies (most logging is done through
temporary concession contracts), commercial Brazil nut or rubber gatherers (called barracas) in the northeastern
part of the country, a few cooperatives where production decisions are taken collectively (in contrast to the more
common product-based marketing cooperatives that gather independent small farmers, mostly in colonization
regions), or church-based or other institutionally-based landholdings. The classification also excludes land held
unused by speculators, drug-processing fields, or other illegal types of landholdings, since these do not constitute
land tenure systems in the classic sense.
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5.35 A summary of these six tenure systems is shown in table 5- 1.

1. Communal Systems of Hunters, Gatherers, and Subsistence Farmers in the
Amazon Basin, Eastern Lowlands (Oriente), and Chaco

5.36 This system is characterized by very low population densities, small settlements
or communities, and little access to infrastructure or markets. Most populations live from
a combination of hunting, fishing, gathering forest products over large areas (teiritories),
and from cultivating a few subsistence crops in small plots. Many live in the rain forest
itself, but there are also a number of communities that live in the Beni savannas, Chaco
plains, Chiquitano hills, and throughout the eastern part of the country.

5.37 In general, agricultural activities are just beginning to be integrated into local and
regional markets. Free use of communal lands is quite common. Family allocations are
small among those living in the rain forest and these are usually chosen by each family.
In communities in the Chaco plains, family allocations are made by the communal chief
and these are surrendered if the family leaves perrnanently. Should they decide to come
back (as some do after temporary employment in northern Santa Cruz), they get assigned
new family parcels for subsistence crops (maize, mostly). Gradually, as communities get
more integrated into markets, some differentiation among households starts to emerge.
Parcel-specific user rights become more important, although land sales to outsiders are
non-existent or remain tightly controlled by the community.

5.38 Most indigenous groups in these regions do not have titles to their land. Some
groups have been recognized territories by supreme decree, but these have neither been
surveyed adequately, nor have they been ratified by law. In a few communities, people
have titles, but these are rare and often they were issued individually or pro-indiviso (that
is, as a pro-rated share of a community) and not as members of an indigenous group.



Table 5-I: Typology of Land Tenure Systems-SummaryS
Estim. Pup.

Tenure System Location Popul.b Est. Area' Den. Type of Tenure Incidence of Poverty
1) Communal systems of hunters, Dispersed throughout Beni, Pando, 158,000 182,500 0.9 Some nomadic, some live Virtually 100 percent of
gatherers, and subsistence farmers and Santa Cruz. Parts of north La in dispersed communities members of this tenure system
in the Amazon Basin and Chaco. Paz and Cochabamba, Parts of over vast areas. Rights are extremely poor. Some are

west Chuquisaca and Tarija over land not fully the poorest of the poor.
recognized.

2) Communal systems of peasant Most of altiplano. 888,000 161,700 5.5 Family allocations within Close to 100 percent are
farmers in the altiplano and Highland valleys of north Potosi & communal tenure. Most extremely poor. Access to good
highlands. Chuquisaca, and south members are titled. quality land is severely limited.

Cochabamba

3) Communal systems of peasant Vicinity of Lake Titicaca, valleys 758,000 57,900 13.1 Tiny family farms within Small portion is extremely poor.
farmers in temperate valleys and of Cochabamba, Chuquisaca, loose communal Most are very poor, but better off
irrigated regions. Tarija, and west Santa Cruz. organizations. Most than those in 1) and 2). Access

farmers are titled. Highly to land key to poverty.
fragmented land.

4) Family farm colonies of settlers Yungas and Alto Beni (La Paz), 574,500 105,000 5.5 Small (10 to 50 ha) family Some are very poor, but many
in the eastern edge of the Andean Chapare (Cochabamba), and north farms organized in could be considered rural middle
mountains. Santa Cruz. colonies. Most titled. class. Reasonable access to land.

5) Extensive livestock ranches Beni savannas, Chaco plains, east 203,700 349,900 0.6 Large (500 to 50,000 ha) Owners tend to be quite wealthy.
Santa Cruz and north La Paz. family and corp. ranches. Peons and seasonal workers are

Most titled. very poor, limited access to land.

6) Independent commercial Mostly in Santa Cruz. Some in 250,000 c. n.a. Small (up to 50 ha) to very Non-poor.
agricultural farms in various Cochabamba, Chuquisaca, and large (over 10,000 ha)
regions. Tarija. farms. Some double titling.
TOTAL 2,832,200 857,000 3.3
Note: a. See appendix 5-2, table 5-10 for complete description of each tenure system. This typology is based on Mufioz (1995); b. Population and area figures are estimates only. They
should be interpreted as giving orders of magnitude rather than actual numbers; c. Not available because these are not concentrated in any one region.
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5.39 Virtually 100 percent of members of this tenure system are extremely poor,
among the poorest of the poor in the country. Little or no access to education, health, and
other basic services severely which limits their chances of overcoming poverty.

2. Communal Systenm of Peasant Farmers in the Altiplano and Highlands

5.40 This type of tenure system is characterized by a long history of strong communal
organization, a reliable social network of reciprocal help, and collective strategies to
minimize the effects of severe climatic conditions. Every year, farmers in the altiplano
face the prospect of hail, frost, and drought.

5.41 Ayllus, original communities, and ex-haciendas all belong to this category. In
many areas of Potosi, peasant communities control land in two or three different
ecological regions, in order to smooth-out labor use over the annual agricultural cycle,
and diversify their sources of income.

5.42 Although communal organization is strong, and the assignment of family parcels
is often made by the communal chief, the basic decisions regarding agricultural
production are often made at the family level. Common-use areas tend to be large (for
pasture of cameloids, sheep, and other animals) and are collectively supervised by
community members. Land sales between members are strictly controlled by the
community. They occur only in those regions where market integration is somewhat
developed. In most cases they are explicitly forbidden.

5.43 Farmers in these communities received mostly pro-indiviso titles. These specify
the name of the beneficiary and the amount of land, both family and communal, that he is
entitled to, as a pro-rated share of the entire community area. Thus, many farmers in the
Altiplano have two titles, often in their father's or grandfather's name, one for their own
plot and one for their share of the communal pasture lands. Over time even the communal
pasture lands have been subdivided into family plots. In some regions, this has created
two classes of community members: those who have titles to plots of land that were
originally considered their own and those (usually the younger generations or those who
married into a community member) who only have rights, but no titles with their names,
over previously common-use pasture lands. Only a few communities have truly
communal titles.

5.44 Almost everyone living under this tenure system is extremely poor. Access to
good quality land is severely restricted. Cultivated family allocations in any one year tend
to be very small, often less than one hectare. High altitude, adverse climatic conditions,
and very poor soils limit the opportunities to increase agricultural incomes. In most
regions where this tenure system predominates, access to basic services is deficient at
best.
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3. Communal Systems of Peasant Farmers in the Temperate Valleys and Irrigated
Regions

5.45 In the Andean valleys at lower altitudes, the risks of hail and frost tend to
diminish. Population density is higher, so markets are more developed. Although present-
day peasant communities in temperate and irrigated valleys are also the remnant of
colonial and hacienda forms of organization of peasant tenant-farmers, they tend to be
much less rigid than their Altiplano counterparts. Less exposure to climatic risk and more
developed markets allow farmers to develop more individual income-generating activities
and to make decisions somewhat independently from communal priorities. Thus, the
decision to migrate from these regions to Argentina, Chapare, or northern Santa Cruz, for
example, tends to be primarily a family issue. In contrast, there are many instances of
entire communities from Potosi, which belonged to the previous tenure system, that
migrated together as a community to Alto Beni or other regions. Needless to say,
production decisions are also taken at the family level. Family farms within this system
tend to be quite fragmented, due to crop diversification and risk minimization strategies.
Again, the decisions about parcel subdivision are made independently of communal
considerations.

5.46 Some of the farmers in these communities have individual titles and some have
pro-indiviso titles, but the way their rights over land are recognized by other community
members tend to be quite similar, regardless of the type of title issued. In regions of lower
climatic risk and access to irrigation, it is the degree of market development, population
density, and land valuation that determines the kinds of land rights, especially regarding
sales, that farmers have-not the type of title issued. Generally, most farmers consider
their plots as their personal property. However, their right to sell parcels to outsiders are
subject to communal approval. Although land sales are much more common, especially
between community members, than under the previous tenure regime, they need the
consent of the community. In some peri-urban regions, such as the Cochabamba valleys,
land sales to outsiders (not only to other peasant farmers, but even to urban-based
landlords) are becoming more common.

5.47 Some fraction of the people living under this tenure system, perhaps as many as
one-third, are extremely poor. Most peasant farmers in this category, although very poor,
are relatively better off than those in the two systems previously described. Access to
irrigated land seems to be very related to higher incomes. Access to basic services, such
as education and health, depends mostly on the region. Those living near big cities (La
Paz and Cochabamba, for example) have better access, though most have only limited
access.
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4. Family Farm Colonies of Recent Settlers in the Eastern Edge of the Andean
Mountain Range

5.48 This land tenure system is the result of the colonization programs started in the
1950s. In most cases, the settlement process was definitive, so migrants left behind
everything they had in their place of origin, especially if they came from very depressed
regions, such as northern Potosi or the southern altiplano. In other instances, in the early
stages of the settlement process, agricultural production by this kind of farms was
complementary to the activities in the place of origin of migrants. This was the case for
the majority of migrants to Chapare who, because of the quality of the road to Chapare
and proximity to the Cochabamba valleys, preferred not to break away completely from
their Andean communities.

5.49 Although in many cases settlers in Alto Beni, Chapare, and northern Santa Cruz
come from the same communities or regions, the local organization they develop in the
colonies is less cohesive than the communal organization in their places of origin. The
main function of local organizations in settler colonies is collective bargaining with the
state on issues such as titling of lands and provision of services, roads, and so on. Unlike
their Andean counterparts, communities or colonies in the humid settlement regions are
not organized for the purpose of minimizing the catastrophic effects of bad weather.
Although recent settlers certainly help each other considerably, in clearing the forest
(slash-and-burn), building their huts, or assisting in times of emergency, these reciprocal
help mechanisms rapidly disappear once all-weather roads are built, towns grow, and
markets develop. Within a few years, the primary form of local organization in settlement
regions is product-based associations or cooperatives (for example, coffee, rice, coca, or
tea).

5.50 Land property rights evolve quite rapidly. Within half a generation after initial
settlement, sales of entire parcels, or subdivisions thereof, to new migrants are quite
common, especially in rapidly growing regions, such as Chapare, where the coca boom
has had a major impact in fostering land markets-for sales and tenancy. Land sales to
outsiders do not require the approval of the leader of the colony or association, though
these leaders often get notified about transactions.

5.51 Some of the people in this tenure system are very poor, although few suffer from
extreme deprivation. A significant number of settlers could be considered middle-class
rural dwellers, especially those living in booming areas, such as Chapare. They have
reasonably good access to land and education. Health services are precarious and cannot
be relied upon in most cases.

5.52 Compared to the regions of origin, these settler farmers have considerably more
opportunities to accumulate wealth, mostly in the form of equity of their landholdings.
Farms in Chapare are worth between US$5,000 and US$15,000, depending on the size,
location, and improvements. As land markets are relatively dynamic in these regions,
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realizing capital gains after years of intense work is an attractive prospect for many
farmers.

5.53 The colonies of foreign settlers, basically Mennonite and Japanese farmers, have
characteristics that place them half way between this tenure system (for example, the fact
that they are organized in colonies) and tenure system six, described below (because they
are more commercial than Bolivian peasant settlers).

5. Extensive Livestock Ranches in the Beni Savannas, Chaco Plains, Eastern
Santa Cruz, and Northern La Paz

5.54 The main formn of landholding under this tenure regime is a family or corporate
ranch, with the owner or manager as patr6n (following the Junker path of development).
These estates rely on a combination of a resident class of peons, who are assigned small
plots within the ranch to cultivate subsistence crops (maize, yucca, bananas, rice), and
seasonal workers who provide the needed labor for annual tasks, such as building fences
and corrals, burning old pastures, and so on. Both kinds of workers are usually hired
from nearby indigenous communities who may or may not raise cattle of their own. They
depend quite heavily cn ranchers for the provision of many goods and services, which has
sometimes led to exploitative labor relations, especially in the Chaco with Guarani
populations.

5.55 Many of existing cattle ranches of Beni, Santa Cruz, and the Chaco have changed
little, in terms of tenure arrangements, since before the agrarian reform. In most cases, the
agrarian reform merely consolidated the rights of local landlords and ranchers, since the
resident tenant-peons were not farmers themselves who could demand redistribution of
land. That is, livestock-raising in these remote regions seems to be subject to significant
economies of scale in access to credit, know-how in breeding and other technical aspects
of animal husbandry, and marketing of either meat or live animals across vast distances
(for example, from Beni to La Paz or Brazil, or from Chaco to Santa Cruz).

5.56 Although this tenure system has some similarities with the now-extinct hacienda
system, in the sense of having a resident class of peons who often provide personal
services to the landlord, one reason why the agrarian reform did not eliminate these
ranches is that the main activity is cattle raising. Therefore, unlike traditional Andean
peasants who worked in hacienda and generated significant marketable surplus of
agricultural produce, peons in existing cattle ranches have limited opportunities to grow
as independent farmers.

5.57 Markets for agricultural crops or livestock products are too small locally or too
distant for small-scale enterprises to be profitable. Most of the ranches in the Beni
savannas, Chaco, or eastern Santa Cruz plains are several hundred kilometers away from
towns of at least 50,000 people and are poorly served by dirt roads which are usable only
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in the dry season. Consequently, local indigenous groups have found it very difficult to
assert claims over land or to develop economically without outside assistance.

5.58 Land disposition rights of landlords and ranchers are well-established, although
there have been isolated cases of challenges by local indigenous groups (Guarani in the
Chaco) to the sale of ranches which they consider part of their ancestral territorial
domain.

5.59 Owners of cattle ranches, especially in Beni and Santa Cruz, are very wealthy.
Successful ranchers are among the wealthiest of Bolivian society. However, peons and
seasonal laborers who work in these ranches are very poor. Because of the remote
location of most ranches, laborers have limited opportunities for off-ranch employment.
Similarly, since meat and agricultural produce markets are thin and far away, having
flexible access to marginal lands does not constitute a viable option for overcoming
poverty.

6. Independent Commercial Agricultural Farms in Various Regions

5.60 These landholdings belong to the classic category of family or corporate
commercial farmns (that is, heavily influenced by market conditions, such as export prices,
and subject to periodic technological innovations). In present-day Bolivia, this kind of
farm has two origins:

* gradual development from traditional family farms into commercial
enterprises in the temperate valleys and irrigated regions (that is, along the
farmer path of development); or

* sudden emergence of intense farming in regions which were previously
undeveloped (that is, along the junker path of development).

5.61 In the former case, farmers' land property rights were well established before the
commercial stage started. In this case, there was little interference by the state on how
tenure rights got established. Currently, this kind of farmers have little or no conflict with
regard to ownership rights, parcel boundaries, or third-party interference. In a sense, these
farms are the result of the gradual evolution of tenure system three or the purchase of land
by urban-based entrepreneurs.

5.62 On the other hand, in the Junker path, land ownership claims get established as
the land is occupied (initial allocation by the state) or farming begins. In this case,
governnent land allocation policies played a major role in determining the size of
landholdings and the amount of rent transferred to owners from increased land valuation
resulting from the provision of infrastructure (especially roads) and other public
investment projects. Sales of this type of recently-developed landholdings tend to be
complicated because titling is not reliable, either because false titles in the region are
common, or due to inaccurate parcel measurements and overlapping. The Junker estate
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emerged, not as a result of the evolution of any previous tenure system, but rather due to
policy distortions, especially with regard to land allocation mechanisms, and external
market incentives.

5.63 This land tenure regime (both the farmer and junker styles) coexists with other
systems, such as one, four, or five. Santa Cruz is the department where these farmers have
had the most impact. A summary of some of the most important groups of commercial
farmers, showing the number of producers and cultivated area in 1994-95 by product, is
presented in appendix 5-2, table 5-10 (vi). The rapid expansion in recent years of on non-
traditional crops-such as soya and wheat-has been due to this type of farmers.

5.64 It is interesting to note the relative importance of non-Bolivian farmers. The
Mennonites, in particular, produce over one-third of soya and more than half of wheat,
although the number of Bolivian and Brazilian farmers has grown significantly over the
last two or three years.

5.65 Another important aspect that is worth noting about Mennonite farms is that they
are the most efficient producers. According to ANAPO and CAO figures (CAO 1995), the
estimated cost of producing one ton of soya in a Mennonite farm (average 31.7 hectares)
is US$91.98, compared to US$98.21 for a Japanese farm (average 104.9 hectares), or
US$118.41 for a Bolivian farm (average 111.6 hectares).9 This lower cost is not due to
higher yields per hectare (which could be attributed simply to better quality land), since
estimated yields are 1.8, 2.3, and 2.0 ton per hectare for the three types of farms,
respectively. In fact, many Mennonite farms, especially south of the city of Santa Cruz
where the older colonies are located, are currently suffering from aeolian erosion and soil
exhaustion after decades of intensive production. The differences in costs are due to
choice of technique (that is, factor allocation within basically the same production
function or technological package) and scale diseconomies. Mennonite farms use
considerably less chemical inputs (US$32.42 per hectare) than what is optimal from an
agronomic standpoint, though certainly not from an economic efficiency perspective, as
the lower cost of production per ton shows. Bolivian farms are more within the ANAPO-
recommended ranges of chemical use (US$73.11 per hectare), while the Japanese tend to
use more than the recommended amounts of seeds, fertilizers, and so on. (US$79.88 per
hectare). Tractor costs are very similar for all three types of farmers, around US$95.00
per hectare.

5.66 The second and crucial aspect that helps explain why Mennonite farms are more
efficient is apparent scale diseconomies in soya production. Most Mennonite families are
large, so family labor is abundant, and most own their own heavy equipment (tractors, in
particular). This seems to be an optimal mix, since a large family reduces labor costs
(hired labor is always more expensive in efficiency units than family labor due to

9 Cost structures of Brazilian farm models, which tend to be much larger and use somewhat different technology,
are currently being prepared by ANAPO. Comparable figures should be available soon.
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supervision transaction costs), and owning a tractor reduces the amount of credit needed
to finance tilling activities.'0 Smaller farms (ten to thirty hectare) enjoy the reduced labor
costs, but have more difficulty in obtaining credit and cannot reap the full benefits of
mechanized production, which is essential in soya production. On the other hand, larger
farms (those over US$200 per hectare) have greater access to credit, but have to incur
higher labor costs by hiring outside laborers.

5.67 A new technology is being introduced in soya production in Santa Cruz. This
"zero tilling" or "direct planting" method of cultivation reduces the crop cycle, allows for
greater soil nutrient-retention, and reduces the amount of erosion, since there is no need
to remove the top soil between harvest of one crop and planting of the next. This
technology clearly has desirable environmental effects as well. It is currently being
introduced by the incoming wave of Brazilian farmers. Although most of these farmers
cultivate larger parcels (several hundred hectares), the technology itself does not require
larger holdings. As long as a farmer owns a tractor, he can apply this new technology.

5.68 The above analysis has important implications for efficient allocation of land and
settlement policy. Increased efficiency in land use, as well as more equitable access to
public lands in the region, can be achieved with a coherent land policy strategy. The key
elements of this strategy are:

(a) Encourage limited settlements policy in Santa Cruz and other more
productive regions, where settlers get parcels in the thirty-five to eighty
hectares range, for the establishment of efficient small and medium farms
and generation of significant rural employment.' 

(b) Implement an aggressive title regularization and rural cadastre program
(catastro-saneamiento, Cat-San) in these areas with the triple objective of
guaranteeing individual property rights, facilitating access to credit by
current and future farmers (that is, making land a suitable collateral for
credit), and reserving idle lands for future settlement programs.

(c) Expand the diffusion of recent technological developments to all types of
farmers, so that privileged access does not give an unfair advantage to
larger farms and does not promote land concentration.

5.69 Although the poverty alleviation impact of such an strategy would be quite
limited on a national scale, it could have a significant effect on a regional basis and it
would somewhat alleviate the demographic pressure of some depressed expulsion areas

10 Credit is primarily needed for land clearing (at a rate of US$350 per hectare) and purchase of tractors (that range
in price between US$16,000 for a single-drive 50 HP to US$66,000 for a double-drive 180 HP).

There are encouraging signs from the San Julian region where small traditional settlers are gradually overcoming
the so-called barbecho crisis, mechanizing their parcels, and becoming farmers with medium farms producing
rice, first, and soya, later, thus competing very well with larger farms further south.
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of the country. Provided settlement prograrns are limited to areas where reliable
information exists on the suitability of soils for intensive agriculture, this strategy could
also have desirable ecological results, by discouraging prospective settlers from
encroaching on other more fragile areas.

IV. THE FUNCTIONING OF RURAL LAND MARKETS

5.70 Taking into account the different characteristics of the six types of existing land
tenure systems in Bolivia, especially with regard to how land disposition rights are

1 2established and enforced , the policy options available for regulating rural land markets
in Bolivia could be tailored into five types. These are:

(a) Sales markets between members within peasant communities belonging to
type two tenure system

(b) Sales markets between a member of community of type three tenure
system and an outsider

(c) Sales markets between agents who are not members of a traditional
community, that is, farmers in type four, five and six tenure systems

(d) Tenancy markets within communities or between independent agents

(e) Speculative sales of lands which were granted by the state but have never
been used by their intended beneficiaries.

Categorization of Rural Land Markets in Bolivia

5.71 Sales Markets Within Traditional Peasant Communities. Different recent studies
show that, contrary to popular belief, there are repeated instances of land sales between
peasant farrmers belonging to the same community, or from different communities but
related by marriage or other close links.'3 Two aspects of these sales need to be
highlighted. First, since these sales take place between community members, the market
is restricted. But the restriction is imposed by the community itself, not by a legal
prohibition. This means that community members implicitly agree to have their land
disposition rights monitored or restricted by the community at large.

5.72 The new agrarian legislation could recognize these traditional tenure arrangements
and allow communities to decide the land disposition rights of their members. Each
community could decide independently whether or not the sale of individual parcels are
allowed.

12 For an analytical framework for the analysis of rural land markets, see Mufloz (1993).

13 See, for example, Rivera et al (1995), Morales et al (1994), and Mufloz (1994).
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5.73 The second aspect worth noting about these land sales is that they occur in spite
the prohibition that the peasant homestead is indivisible, non-transferable, and
inalienable. Again, this shows that it is the strong communal organization that has the
final say in what is permissible and what isn't. In spite of what the 1953 Agrarian Reform
Law says about the peasant homestead, farmers will sell their parcels, and communities
will approve of such sales, only when there are good enough reasons to do so. Prohibiting
such sales in future legislation will not prevent them from happening. Similarly,
"liberalizing land markets" by legal fiat will not instantly create a dynamic land market
under the current tenure arrangements, particularly if a community chooses to restrict
land disposition rights of its members.

5.74 A policy corollary of this observation is that the limited access to formal credit by
peasant farmers belonging to these traditional communal tenure systems may not be
exclusively the result of legal provisions that render parcels inalienable or due to lack of
titling. Many properly titled farmers who may be willing to mortgage their land would
still find it difficult to obtain formal credit, as long as lenders are aware that the practice
of strong communal supervision over land tenure matters prevents outsiders from
repossessing land.

5.75 Sales Markets Between a Community Member and an Outsider. These sales are
the result of gradual evolution of some type two tenure systems into type three. There
may be grounds for an underlying principle of communal autonomy regarding land
disposition rights of its members. The principle may allow for the possibility of
communities deciding to approve sales to outsiders. In this case, the new legislation could
permit communities to change tenure status if a qualified majority of its members decides
to do so.

5.76 Sales Markets Between Independent Farmers. This type of sales do not require
much regulation with regard to the disposition rights of the parties involved, since they
serve an important efficiency-enhancing function in the allocation of land resources.

5.77 The key regulations on these markets could be those related to: (i) verification that
the current owner has undergone a process of title cleansing if the parcel is located in
conflict areas where much land speculation is taking place with public lands; (ii)
certification of land-use capabilities when a competent agency for such evaluation exists
(for example, PLUS in Santa Cruz); and (iii) transfer taxes, registration fees, and other
not-excessively punitive transaction costs.

5.78 Tenancy Markets. Tenancy markets within communities do not require
regulation, since they constitute both efficiency- and equity-enhancing mechanisms.
Land-scarce farmers are able to obtain land, establish themselves as tenants, and gain
recognition from the community as valuable members.
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5.79 Tenancy markets between independent agents do not require much regulation
either, for basically the same reasons. There is no need to set rental rates, time limits for
sharecropping contracts, or set other contract-specific details. The one important
difference with the previous case is that, in the absence of a strong communal
organization, enforcement of contracts between independent individuals becomes an
important arena for government action. Therefore, the recommendation is to establish
simple, transparent, and enforceable rules regarding honoring tenancy contracts.

5.80 It has been suggested that some tenancy contracts in faraway regions, such as
Beni, Pando, and the Chaco plains, are exploitative in nature and should be regulated.
There is some evidence that exploitative working relations do exist in some of these
regions. However, these issues are probably better dealt with within the context of labor
legislation reform and recognition of land rights of indigenous groups who have not
benefited from the agrarian reform process, rather than within the context of land market
regulation.

Heterogeneity of Land Values

5.81 As a result of the considerable differences in the existing land tenure systems in
Bolivia and the diversity of climates, access to infrastructure, and market development,
there is enormous variation in rural land values. Acknowledgment of this fact by policy-
makers is very important since it provides the necessary perspective to analyze the issue
of distribution of land in the country. The current pattern of land distribution cannot be
evaluated simply by looking at the number of hectares in each farm size category. One
hectare of irrigated prime land near Cochabamba, even without any additional
improvements, is worth more than hundreds or even thousands of hectares in the Beni
savannas or remote Chaco plains.

5.82 One first approximation to compare rural land values in Bolivia, region by region,
is presented in appendix 5-2, table 5-17. These figures are broad ranges for comparative
purposes only. They highlight the large regional differences that currently exist in the
country. They also suggest that there is potential for rural poverty reduction through
more efficient and more equitable allocation of land resources.

5.83 As argued earlier, the main challenge lies in reducing the regional disparities in
land distribution through increased access to good-quality land in the Eastem Lowlands,
through effective settlement programs for the benefit of migrants from the westem part of
the country.

5.84 Speculative Sales of Previously Public Lands that Have Never Been Used.
Determining which past land allocations belong to this category is not easy. Nevertheless,
in order to ensure an efficient use of land resources and to encourage an effective human
settlement policy on good-quality lands, there needs to be a mechanism for discouraging
further speculative sales in the regions of highest growth potential (for example, Santa
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Cruz). Over the last few years a variety of factors have encouraged a frantic land market
in the so-called expansion region of Santa Cruz (see appendix 5-2, table 5-13). Although
many of these sales are efficiency-enhancing in the sense that those who have access to
credit for land-clearing operations and investment are able to bring these lands under
cultivation, many are simply speculative in nature.

5.85 One key recommendation on this regard is to carry out regionally-based cadastral
and title cleaning projects in order to legitimize the tenure situation of farmers and
regularize the numerous arbitrary allocations that breed speculative sales. To minimize
negative reactions from various interest groups, it is necessary to find an effective partial
compensation mechanism to those affected by the regularization process. One is to use
land taxes as an incentive mechanism to encourage owners to bring land under cultivation
or to sell portions of it to other farmers. However, this strategy will only work if tax rates
are high enough and the enforcement mechanism is effective.

5.86 A second strategy is to use the title regularization process itself as a bargaining
mechanism, so that landholders receive legalized tenure on part of their unused land in
exchange of the rest of the parcel that goes back to the public domain.

5.87 As an example, the expansion region of Santa Cruz shows that public investments
in roads, technology and extension, land use plans, and so on have a large impact on land
values (see appendix 5-2, table 5-13). Unless there are effective cost-recovery
mechanisms, these infrastructure projects generate rents that are captured by landholders
and stimulate speculative land markets. Since many holders received these lands through
grants in large parcels, public investments in the region have become vehicles of large
regressive transfers to the well-off.

5.88 Future public investments in this and other regions of the country (in roads,
storage facilities, cadastral works, and so on) should have effective cost recovery
mechanisms to prevent unproductive rent-seeking behavior.

V. THE SITUATION OF INDIGENOUS PEOPLE

5.89 The indigenous dimension of access to land in Bolivia should be separated into
two major categories: (i) the Andean indigenous peoples (Aymara and Quechua); and (ii)
the Amazon, Eastern Lowlands, and Chaco indigenous groups. They have very distinct
histories and face significantly different challenges with regard to access to land.
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Andean Indigenous Peoples

5.90 Living Standards. Aymara and Quechua peasant farmers in the Andean
departments of Bolivia constitute the bulk of the extremely poor in the country,
numbering about 2.2 million.14

5.91 Although there are no periodic rural household surveys that track the evolution of
their living standards and that are comparable to urban data, in mid 1995 UDAPSO
carried out a small survey (the original sample was 381 households) in eight selected
provinces of La Paz, Oruro, Potosi, and Cochabamba.' 5 Summary household
characteristics are presented in table 5-2.

Table 5-2: Sample Mean and Standard Deviation *
of Peasant Farmer Household Characteristics in Eight Selected Andean Provinces, 1 9 9 5b.

Household Entire
Characteristic Sample La Paz Oruro Potosi Cochabamba

Camacho Muflecas Saucari Carangas Linares Saavedra Capinota Arque
Household Size 4.6 4.5 4.9 4.6 4.8 3.7 5.2 3.7
Age of Head 43.3 44.4 39.4 37.1 43.7 36.6 45.7 46.1 43.7
Female-headed (%) 8.0 0.0 1.3 5.3 2.9 8.3 14.3 11.3 16.7
Spanish Speaking at

Home (%/6) 5.9 0.0 8.9 26.3 5.9 8.3 3.6 0.0 2.8
Years of Schooling 4.1 6.2 4.0 4.0 6.8 4.0 3.2 3.6 3.3
of Head (2.96) (4.12) (2.49) (2.79 (3.86) (2.39) (2.45) (2.08) (3.35)
Annual Per Capita 1,181 364 545 1,293 964 1,543 1,768 1,636 1,102
Consumption (Bs) (1,235) (219) (863) (737) (500) (1,372) (1,868) (1,052) (993)

Observations 324 14 79 19 34 24 56 62 36

Note: a. Standard Deviations in parentheses where appropriate; b. The results of this survey should be interpreted as case stt'dies,
rather than as representative of the region, as the sample for the survey was carried out using a pre-defined set of stratification
criteria to evaluate beneficiaries' perceptions of Fondo de Inversion Social (FIS)-financed projects.
Source: 1995 Limited Rural Household Survey.

5.92 First, as expected, the overwhelming majority of households in these
impoverished regions speak either Aymara or Quechua at home (94.1 percent for the
entire sample). Only in Saucari, near the city of Oruro, where neither Aymara nor
Quechua dominates, about one-quarter of rural households use Spanish as the main

4 The former are basically concentrated in the altiplano (southern La Paz, westem Oruro, and pockets of western
Potosi), while the latter spread are out in the inter-Andean valleys of northern La Paz, all of Cochabanba, most
of Potosi, and western Chuquisaca).

15 The limited survey was carried out according to pre-defined stratification criteria in order to determine, among

other things, the beneficiaries' perceptions of Fondo de Inversion Social (FIS)-financed projects. The eight
provinces of the survey (Camacho, Mufiecas in La Paz; Saucari, Carangas in Oruro; Linares, Saavedra in Potosi;
and Capinota, Arque in Cochabamba) were selected because of the existence of FIS projects, which generally
tends to assist the poorest provinces in the country. An effort was made during fieldwork to counteract the FIS-
dominated bias by also surveying households in more affluent communities within the same province.
Consequently, the results of the survey are by no means fully representative of Andean rural areas, or even of the
departments involved. However, they provide sufficient information to have an idea of the magnitude of poverty
in these areas.
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language at home. Most household heads, who tend to be overwhelmingly male (92
percent), have between 4 and 6 years of schooling.

5.93 And second, per capita consumption levels are very low indeed. They range from
a mean of only 364 Bs in Camacho (La Paz, north of Lake Titicaca) to 1,768 Bs on
average in Saavedra (Potosi, near the road to Sucre). The sample average is only 1,181 Bs
(equivalent to US$246). Although the low figures for Camacho and Mufiecas are

16suspected to be underestimates of true consumption levels , they nevertheless show the
degree of poverty of these regions with respect to the other provinces surveyed or, worse
still, to urban standards (1992 data from EIH give a per capita mean of Bs 4,493-
equivalent to US$1,152).

5.94 Access to Land. With regard to this issue, the main problems faced by Aymara
and Quechua peasant farmers are:

little and low-quality land, coupled with precarious road infrastructure and
high migration costs (financial, cultural, and otherwise), are certainly among
the main causes of their poverty (other important factors are limited access to
social services, especially education and health);

* gradual deterioration in the quality of their centuries-old lands (erosion,
salinization, loss of the genetic stock of traditional crops);

* severe parcel fragmentation, as a result of demographic pressure and the need
to mitigate high weather- and market-induced risks; and

o limited opportunities for accessing better-quality lands in other parts of the
country.

5.95 Table 5-3 shows recent data on access to land in the eight provinces covered by
the UDAPSO survey. Farms are extremely small, very fragmented, and, with few
exceptions in irrigated valleys such as parts of Capinota, of very poor soil quality.
Although the sample average of farm parcels is 0.46 hectare, in many regions peasant
farmers cultivate plots as small as 1/10th or, in extreme cases, even 1/100th of a hectare.
The more severe cases are in La Paz. The average farm there, consisting of three to four
parcels, is barely 0.62 hectares. The largest farms are found in Oruro, but lands in these
regions tend to be used as extensive pasture areas. Only 20.4 percent of the land in the
survey areas had access to irrigation, and this was usually concentrated on a few
privileged parcels. In some cases (Oruro, for example), even irrigated parcels are
gradually losing their productive capacity due to increasing salinization of the soil.

5.96 Virtually all land currently cultivated by these farmers was either received directly
from CNRA or inherited from an ancestor (father or grandfather) who, in turn, received it

16 Most households in these regions are part-time farmers who seek employment opportunities in fishing and other
low-skilled jobs in nearby towns. However, as living standards were estimated by valuing home consumption of
farm products plus actual expenditures, and most peasant-farmers tended to under-report their expenditures,
households with little land, and hence small farm output, have unrealistically low consumption levels.
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from CNRA. Only in more affluent Capinota a somewhat developed land sales market
exists. About one-third of parcels there were accessed through purchase, compared with
only 10.5 percent for the sample as a whole. Northern Potosi also seems to be developing
an incipient land sales market, influenced by the proximity to the cities of Potosi and
Sucre.

Table 5-3: Access to Land in Eight Selected Andean Provinces, 1995 ̂

Entire
Variable Sample La Paz Oruro Potosi Cochabamba

Camacho Muilecas Saucari Carangas Linares Saavedra Capinota Arque
Mean Parcel Size (ha) 0.46 0.19 0.18 1.15 0.76 0.39 0.72 0.43 0.31
(std. dev.) (1.29) (0.87) (0.47) (1.62) (1.35) (0.46) (2.57) (0.45) (0.55)

Mean Farm Size (ha) 1.29 0.65 0.60 2.78 2.90 1.18 1.83 0.79 0.83
(std. dev.) (2.62) (1.59) (.0.99) (2.49) (4.02) (1.57) (4.46) (1.03) (0.95)

Mean Number of 2.8 3.4 3.4 2.4 3.8 3.0 2.5 1.9 2.6
Parcels per Farm
Proportion of Parcels b 23.7 12.5 6.8 28.3 45.7 30.6 35.9 28.7 14.7
that are Irrigated (%)
ProportionofLandc 20.4 68.6 16.4 10.8 28.0 20.5 18.1 21.1 11.0
that is Irrigated (%)

Access to Land Through:
Original Allocation from
Agrarian Reform (%) 4.5 2.1 2.6 2.2 0.0 11.1 5.6 3.5 12.6
Inheritance (%) 79.4 95.8 89.1 60.9 91.5 80.6 76.1 60.0 64.3
Purchase (%) 10.5 2.1 5.7 0.0 0.8 8.3 16.9 30.4 14.7
Rental (%) 0.7 0.0 0.0 2.2 1.6 0.0 1.4 0.9 0.0
Sharecropping (%) 2.6 0.0 2.6 0.0 5.4 0.0 0.0 1.7 8.4
Communal Alloc. (%) 2.3 0.0 0.0 34.8 0.8 0.0 0.0 3.5 0.0
Observations 912 48 265 46 129 72 142 115 95
Note: a. The results of this survey should be interpreted as case studies, rather than as representative of the region, as the sample
for the survey was carried out using a pre-defined set of stratification criteria to evaluate beneficiaries' perceptions of Fondo de
Inversion Social (FIS)-financed projects; b. These percentages refer to the number of parcels in the Province; c. These
percentages refer to the area of land in the province.
Source: 1995 Limited Rural Household Survey.

5.97 Conflicts over land tenure are rare in these regions. The current titling situation is
presented in appendix 5-2 table 5-1 1. Only one-third of parcels do not have a title,
although farmers in these regions often have other supporting ownership documentation.
Furthermore, these untitled parcels are concentrated in the highland regions of La Paz. In
the valleys of Potosi and Cochabamba, almost all parcels are titled.

5.98 The important titling problem faced by these farmers is up-dating. As shown in
the same table, nearly half of all ownership documents (titles or other) are in some
ancestor's name, or some other relative. The current legislation is unable to cope with the
problem of recognizing land inheritances, transfers, and subdivisions in an expedient
manner. Furthermore, since CNRA often issued two types of titles, individual and pro-
Indiviso (the latter being pro-rated shares of community lands, both for family farming
and pastures), farmers in many peasant communities are forced to parcel-out communal
lands but are unable to obtain a title to their plots.
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5.99 Complete data on the proportion of titles issued that were individual, pro-indiviso,
or communal is not available. Partial data for 1978-89 is presented in appendix 5-2 table
5-12. Pro-indiviso titles are heavily concentrated in the altiplano departments (82.1
percent of all titles of this kind). Unfortunately, there is no information on how much of
the land with these titles has been subsequently parceled-out.

5.100 One of the issues to be addressed in the changes to agrarian reform legislation is
precisely what to do with the gradual fragmentation of formerly communal or pro-
indiviso lands.

5.101 Fortunately, although in the medium or long-run the out-dated titling situation of
some of these farmers may bring some serious problems, at present most tenure conflicts
are resolved at the communal level, with little involvement of outside civil or political
authorities. Only 16 percent of farmers in the eight survey provinces reported having had
tenure problems in the past (not just last year) (see appendix 5-2, table 5-8). Of these, a
little over a third were precisely regarding subdivisions among relatives and inheritances.
The remaining problems were over boundaries and other issues.

5.102 What is most revealing is that some 90 percent of all tenure problems across all
provinces are resolved with the intermediation of a communal leader or some other type
of traditional local authority (see appendix 5-2, table 5-8). In other words, there is little
need or demand for intervention by State agents, such as agrarian judges, civil courts, or
the police, to solve land tenure conflicts.

5.103 This fact highlights another important policy implication. Future agrarian
legislation must recognize peasant communities' role in defining, supervising, resolving,
and enforcing their members' land property rights. Furthermore, the new legislation must
be flexible enough to allow communities (if they so choose) to change these prerogatives,
so that when conditions change in the future-especially regarding the demographic
composition of communities and the development of land markets-the institutional and
legal framework is able to recognize and redefine their role in land tenure matters.

5.104 Differences Between Aymara and Quechua Peasant Farmers. Although the
discussion on the key land issues faced by peasant farmers in the Andean regions of the
country apply more or less the same way to Aymaras and Quechuas, some regionally-
based differences exist. The Aymara are concentrated in the Altiplano, which exposes
them to much more weather-induced risk of crop failure, and have lower living standards.
As mentioned earlier, threat of hail, frost, and drought are all important considerations for
farmers in this region (No. 2) Type of Tenure System. This means that, in general,
community-based risk-minimization strategies are more important for Aymaras than for
Cochabamba Quechuas (who tend to live in more benign valleys; No. 3 Tenure System).
Potosi Quechuas, on the other hand, who tend to maintain the Ayllu communal structure
in parts of the Department, share some common features with the Aymara.
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5.105 Thus the legislative changes regarding the role of communities in deciding over
land tenure matters proposed above, as well as the alternative solutions to the gradual
parceling-out of pro-indiviso lands, will affect more the Aymara of the altiplano and the
Quechua of northern Potosi and Chuquisaca, than the Quechua of Cochabamba.

5.106 Data from the UDAPSO survey that compare household characteristics according
to the primary language spoken at home is shown in appendix 5-2, table 5-14. One
important difference is that, as expected, heads of households who speak primarily
Spanish at home, regardless of their ethnic background, have considerably more years of
schooling than either Aymara or Quechua-speaking households.

5.107 Another is that female-headed households are more common among the Quechua
than the Aymara. It is possible that Aymara households tend to migrate as a whole, while
in Quechua households only men migrate (temporarily). Or, it might be that stronger
communal bonds among Aymara households, who live primarily in tenure system type
two, get manifested as social constraints to migration.

5.108 Similarly, the enormous gap in consumption levels between the Aymara and
Quechua is the result of regional and climatic differences (also recall that the low mean
consumption level of the Aymara reflects some suspected underreporting by households
in Camacho and Muniecas; see footnote 14).

5.109 On the other hand, higher consumption levels among Spanish-speaking
households are not necessarily correlated with one particular region. As is often claimed,
there seems to be a direct correlation between fluency in Spanish and higher living
standards.

5.110 Determinants of Per Capita Consumption Levels. The above discussion on
various aspects of rural poverty among Andean indigenous peoples suggests some
possible determinants of observed current consumption levels. Using the 1995 rural
household survey data for the eight selected Andean provinces, a simple regression model
explaining per capita consumption levels is presented in table 5-4. This model does not
have any a priori theoretical foundation regarding rural incomes or consumption; it
simply tries to measure the relative explanatory power of several household variables that
were identified as important in the previous descriptive analysis.'7

17 The results of the regression should be interpreted with caution. A combination of small size (324 observations)
and a pre-defined set of stratification criteria make this sample less than representative of the regions involved. In
addition, the relatively poor fit of the estimation (reflected by a low R-squared) signals possible omitted
explanatory variable problems. In particular, the farm size variable is not adjusted for land quality, so the
regression is unable to fully capture one key determinant of consumption levels, namely, agricultural income as
it relates to the productivity of land.
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Table 5-4: Determinants of Per Capita Consumption
of Peasant Farmer Households in Eight Selected Andean Provinces, 1995'

Regressors Sample Mean Coefficient (t-statistic |
Intercept 3,391 (10.14)c
Household Size 4,549 -942.6 (-6972)c
Household Size Square 24.17 72.11 (5,360)'
Female-headed: 0.080 -469.3 (-2.091)b
Language Spoken at Home 0.059 653.5 (2.568)b
Has Title to Land: 0.648 473.8 (3.750)b
(= I if yes; 0 if no)
Fann Size (has per capita) 0.359 77.65 (1.313)
Dependent Variable:
Annual Per Capita 1.181
R. squared = 0.269
Observation = 324
Note: a. The results of this survey should be interpreted as case studies, rather than as
representative of the region, as the sample for the survey was carried out using a pre-defined
set of stratification criteria to evaluate beneficiaries' perceptions of Fondo de Inversion Social
(FIS)-financed projects; b. Statistically significant at the 95 percent level; c. Statistically
significant at the 99 percent level.
Source: 1995 Limited Rural Household Survey.

5.111 First, as is often observed in other studies of rural poverty in developing countries,
household size is negatively correlated (at an increasing rate) with consumption levels
and is statistically significant.

5.112 Second, female-headed households also have a negative (and statistically
significant) correlation with per capita consumption levels. The magnitude of this effect
is also important. At the mean, a female-headed household, other things being equal, will
have 469 Bs less per capita consumption. This result is not surprising. In fact, it is the
effect of migration of male household heads trying to escape poverty and seek better
employment opportunities. As shown in table 5-2, most of the female-headed households
are in northern Potosi and southern Cochabamba which happen to be regions where a
large number of working-age men migrate, temporarily and permanently, to Argentina,
Chapare, and northern Santa Cruz. Further inquiry on this issue would be necessary to
confirm the hypothesis that the emergence of female-headed households is closely
correlated with migration incentives for men.

5.113 Third, the regression confirms that Spanish spoken at home has a positive and
statistically significant correlation with consumption levels (and hence living standards).
A large coefficient (653 Bs higher per capita consumption at the mean) of this effect
highlights the importance of language in facilitating economic opportunities for the rural
poor. This result only reinforces the prescriptions described in the other papers.

5.114 Fourth, title to the land they farm has a positive and significant correlation with a
household's consumption levels. The direction of causality, however, is not clear. It could
be that titling encourages investment and leads to higher incomes. It could also, however,
mean that wealthier households find it easier to get their farms titled.
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5.115 Finally, the amount of land farmed with peasant households is correlated with
higher consumption levels. The significance level of this result, however, is below the 90
percent interval. This weak result can be explained by the heterogeneity of land parcels.
Larger parcels are not necessarily more productive. Small farms in Cochabamba, for
example, where land is of relatively good quality, are associated with higher consumption
levels than larger farms in semi-desert Oruro, where most land is for pasture use (see
tables 5-2 and 5-3).

5.116 The link between access to land and household income was evaluated using a
different data set (a 1991 survey from Cochabamba) that allows for land quality
adjustment'8 (see table 5-5). In this case, the dependent variable is per capita household
income. The explanatory variables are somewhat different from the regression previously
discussed. Instead of using a Spanish language dummy as a proxy for educational level of
the household (that is, having some schooling in Spanish ), this approach uses a
secondary education variable. At the same time, it does not have a variable for female-
headed households, or for titled land. It includes, however, the amount of irrigated land
owned by the household (also normalized to per capita terms).

Table 5-5: Determinants of Per Capita Incomes
of Peasant Farmer Households in Cochabamba, 1 9 9 0 '-

Regressors Sample Mean Coefficient (t-statistic)
Intercept 1,211 (3.730)c
Household Size 5.539 -242.7 (-2.284)c
Household Size Square 33.42 15.04 (1.739)C
Dummy for Secondary Education of Head of 0.239 191.1 (2.929)"
Household: (I if yes; 0 if no)
Amount of Irrigated Land Own (ha per capita) 0.621 353.8 (7.108)
Dependent Variable:
Annual Per Capita Income (1990 US$) 634.7
R-squared = 0.438
Observations = 180
Note: a. The results of this model are not directly comparable to those of table 5-4, as they were obtained using a
different data set is different; b. Statistically significant at the 95 percent level; c. Statistically significant at the 99
percent level.
Source: Rural House Survey carried out in 1991 and discussed in Mufhoz (1994).

5.117 The results are quite similar to the regression's results discussed before.
Household size and its square have the same signs as before, and they are both
significant. The education variable also has the same sign as before with a 95 percent
significance level, providing further evidence that higher educational attainment,
especially as it relates to fluency in Spanish, has a direct impact on higher incomes.
Finally, the quality-adjusted land variable has the expected positive sign, and it is
significant at the 99 percent level. This result lends support to the argument that greater
access to quality land is essential for increasing the incomes of rural poor.

'i The data was collected by the author in three regions of Cochabamba in 1991 (using 1990 as the base year). For
more details on the data set, see Mufioz (1994).
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Indigenous Peoples of the Amazon Basin, Eastern Lowlands, and Chaco

5.118 Although distinct from the Andean group, this set of indigenous peoples is by no
means homogenous. Quite the contrary, there are many differences between ethnic groups
and regions that require a diverse set of policies to address their problems. Nevertheless,
they face some common challenges regarding access to land, which for the majority of
them is their primary concern. First, it is useful to describe their differences. A summary
of the main ethnic groups captured by the 1994 Indigenous Census, including information
about their location, the number of communities, size of their populations,'9 and the
amount of land they occupy that is titled and untitled is presented in appendix 5-2, table
5-15 (presented on six sheets).

5.119 As noted earlier, many groups live in the rain forest permanently (Chiman, Esse-
Ejja, Mojefno, Sirion6), others are congregated in communities in the Beni savannas
(Movima, Mojefio, Itonama, Cayubaba), the Chaco plains (Guarani, Mataco), the
Chiquitano hills (Chiquitano), and other areas.

5.120 There are a few truly nomadic groups (Yaminahua, Araona, Pacahura) who are
difficult to locate and have virtually no contact with the rest of the country. The majority
of indigenous groups, however, live in semi-permanently settled small communities of a
few dozen families, and periodically move about their territory depending on the time of
the year (much of Beni is flooded in the rainy season). The communities of the
Chiquitano and Guarani are discontinuous geographically, spread over large areas. The
former can be found from as far north as the Velasco province of Santa Cruz, all the way
to Puerto Quijarro near the Brazilian border, an area of some 150,000 square kilometers
Guarani communities can be found from as far north as Rio Grande (Cordillera province,
Santa Cruz), all the way to Yacuiba (Gran Chaco province, Tarija), an area of some
1 00,000 square kilometers.

5.121 There are some indigenous groups that live in communities concentrated within
fairly well-established territories: Chiman, Mojenlo, Yuracare (in the forests of southern
Beni), the Guarayo (near the Beni-Santa Cruz border), and Sirion6 (east of Trinidad).

5.122 Some groups are fairly well organized, due primarily to their number and support
from NGOs, for example the Mojefio or the Guarani (who have the Guarani People
Assembly, Asamblea del Pueblo Guarani, APG). The smaller groups are loosely
associated in larger pan-regional organizations, such as the Indigenous People of Beni
Confederation (Central de Pueblos Indigenas del Beni, CPIB).

5.123 The land claims of most of the indigenous groups in the Amazon Basin, Eastern
Lowlands, and Chaco have only been partially recognized in the last five to ten years.

9 The results of the census are currently under review by the Under-Secretariat of Ethnic Affairs, since some
inconsistencies have been detected. Nevertheless, this information provides a starting point of analysis about the
demographic and territorial conditions of these indigenous peoples.
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The Marcha Indigena of September, 1992 prompted the Paz Zamora govermnent to issue
several supreme decrees recognizing the territories of the most important groups (see
appendix 5-2, table 5-16).

5.124 Perhaps the most crucial policy challenge faced by the government today on this
issue is how to ratify these decrees (by law or some other means that provide a permanent
solution to the problem), and thus materialize the explicit recognition of the territorial
demands of indigenous peoples embodied in Article 171 of the country's new
constitution. Ratification of these decrees is important, since as they are they constitute
fragile legal instruments.

VI. CURRENT REFORM PROGRAM

5.125 As a result of the abuses and institutional weaknesses in the land administration
system, the government decided in 1992 to intervene CNRA and INC, declare a
moratorium of land allocations in excess of fifty hectares, and start a process of
institutional restructuring and legal reform. In March 1993 this process was extended
indefinitely, and the Intervencion Nacional CNRA-INC was institutionalized as a
transitional entity in charge of reorganizing CNRA and INC and proposing a new land
administration and titling agency.

The key mandates of Intervencion are to:

(a) Identify and quantify the amount of land allocated to date by the agrarian
reform process

(b) Determine the extent of overlapping claims of agricultural, livestock,
forestry, and colonization areas

(c) Identify vacant public lands, those subject to reversion to the state, and
those available for future settlement programs

(d) Determine the extent of legal and technical irregularities in land
allocations

(e) Propose legal and regulatory reforms to the system of land administration

(f) Reorganize the institutional framework of CNRA and INC, including
clarification of their finances

(g) Continue with existing land titling processes not subject to the moratorium
(that is, for small properties and indigenous communities).

5.126 In spite of its mandate to continue titling small farmers, Intervenci6n has been
unable to issue new titles, since, in August 1993, the authorities have decided not to
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proceed with any land titling until major legal reforms to agrarian issues have been
implemented.

5.127 Intervencion has coordinated a significant consensus-building process in order to
draft a law to modify the current land administration system. This bill, Ley de Adecuaci6n
al Servicio Nacional de Reforma Agraria, is in draft form and has the support of various
participants in the process, including representatives of peasant, colonizers, and
indigenous confederations; and representatives of commercial farmers chambers. It is to
be submitted for approval to Parliament.

The Draft Bill to Modify the National Agrarian Reform Service

This legislative initiative has four important components:

(a) It creates the National Agrarian Reform Institute (Instituto Nacional de
Reforma Agraria, INRA), replacing Intervenci6n CNRA - INC, as the main
entity in charge of executing land policies. Its main functions will be to
title lands, implement title regularization (saneamiento) and cadastral
surveying, and execute settlement programs.

(b) It authorizes INRA to implement a title regularization process under two
modes: simple (saneamiento) which will be done sporadically and
demand-based (a pedido de parte); and linked to cadastral surveying
(catastro-saneamiento, Cat-San) which will be carried out in the most
critical regions. During this saneamiento process the moratorium on land
allocations in excess of 50 hectares will remain in place. In the process of
saneamiento under either mode, INRA will revert those lands that are
found not to be fulfilling a "socioeconomic" function.20

(c) It creates the National and Departmental Agrarian Commissions
(Comisiones Agrarias), as the main bodies responsible for discussing,
coordinating, monitoring, and proposing land policies and regulations
(including a new Land Law) within a consensus-building process.

(d) It creates a new Agrarian Court (Tribunal Agrario), independent from the
Executive and Judiciary branches of government, to replace the previous
agrarian conflict-resolution framework.

20 The two criteria mentioned in the bill on this regard are: (i) lands where works have not been established within
two years after the Resoluci6n de Adjudicacion or Sentencia; and (ii) lands that are being used against approved
land use plans and regulatory decrees of the law are subject to reversion.
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The National Land Administration Project

5.128 The Proyecto Nacional de Administraci6n de Tierras, (PNAT) will be one of the
key instrument for the execution of government land policies (which are contained in the
Document of Rural Land Policy prepared by the Minister of Sustainable Development
and the Environment in March 1995, see appendix 5-1). The project has five major
components:

(a) Support for legal reforms (new land, cadastre, and registry laws) and land
policy advising for the Ministerio de Desarrollo Sostenible y Medio
Ambiente (MDSMA) and INRA.

(b) Support for the current land administration framework (Intervenci6n) and
eventually for INRA, once it is created.

(c) Execution of Saneamiento and Catastro-Saneamiento by INRA, parts of
the latter will be subject to international bidding for the technical aspects
of the project.

(d) Support for the modernization of the registry, so as to incorporate the
geographical references to land parcels and, eventually, support for a new
legal cadastral registry to be created by law.

(e) Support for the implementation of a new settlement policy over some
500,000 hectares and to benefit approximately 10,000 migrant families.

VII. CONCLUSIONS AND RECOMMENDATIONS

5.129 Access to productive land in Bolivia is characterized by two dimensions: regional
and ethnic disparities. Rural poverty in the Andean regions of the country is widespread;
virtually all peasant farmers in these regions are very poor. There are also a number of
rural poverty pockets in the lowlands, especially among recent settlers and indigenous
communities. In both regions, the extremely poor are almost exclusively indigenous
groups, Aymara and Quechua in the former, and a variety of ethnic groups in the latter.

5.130 Although land policy reform is very important for the future of rural and
agricultural development of the country, land policy by itself will not significantly
improve the living conditions of the majority of Bolivia's rural poor. Nevertheless,
combined with the other measures, including those mentioned in the other papers, land
policy can be an effective instrument in gradually removing some important constraints
to increased rural incomes and in considerably improving the living standards of some of
the country's poorest groups (for example, prospective settlers to lowland regions).
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5.131 The process of land reform started in 1953, and during the current administration
continues in right direction, although slower than optimal. The key issues to be
addressed by the government in the near future are:

(a) Discuss and approve a new land law that deals with the following topics:

(i) New definition of the social function of land that includes forestry
and environmental protection uses, so as to prevent perverse
incentives for deforestation.

(ii) Definition of different tenure regimes (public, communal, and
private) that reflect the heterogeneity in the country and that allow
flexible ways for stockholders to protect and change their rights
and obligations.

(iii) New criteria and rules for reversion and expropriation of lands.

(iv) Clear, transparent, and simple regulation of land markets in
accordance to the characteristics of each tenure regime.

(v) Significantly simplify and decentralize the procedures for land
titling and conflict resolution.

(vi) Provide general guidelines regarding settlement programs and cost-
recovery mechanisms for public investments.

(vii) Provide some general guidelines on land taxation. This should be
done locally (at the municipal level) and tax rates should be based
on land values, without distinction between rural or urban land.

(b) Modernize the land administration framework by introducing geographical
dimensions to titling, surveying, and registering activities. These should be
done on a regional basis and not be demand-based. In particular, there is a
strong need in many regions for massive titling program.

(c) Encourage human settlements policy along the lines suggested in this
paper.

(d) Design and implement effective cost-recovery mechanisms whenever
public investment projects are considered.

5.132 In general, tenure security is not a pressing issue in the Andean regions of the
country, among farmers of types two and three tenure systems. Tenure insecurity is a
serious problem in the lowlands, among indigenous Amazon and Chaco groups (type one
tenure system), recent settlers (type four tenure system) and commercial farmers in Santa
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Cruz (type six tenure system). However, tenure insecurity issues must be addressed
differently in each case.

5.133 The solution to land tenure problems in the lowlands, primarily Santa Cruz,
requires the following actions:

(a) Execute the saneamiento and Cat-San programs.

(b) Identify and reserve public lands for future settlements. Those lands
identified as unused should be reverted to or expropriated by the state,
with some compensation (tenure security in used portions in exchange of
unused lands, for example), in order to prevent unnecessary social unrest
and resistance.

(c) Implement effective cost recovery mechanisms whenever public
investments (including cadastral works and title regularization) are made.

(d) Encourage human settlements policy that promotes small and medium-size
farms, so as to increase rural income and reduce poverty.

5.134 With regard to indigenous groups in the Amazon Basin, Eastern Lowlands, and
Chaco, the following recommendations are the most important:

(a) Survey and protect by law the territorial claims of the various ethnic
groups.

(b) Define property rights within special tenure system under new
legislation (either a land law or a special indigenous peoples law; the
former is preferable).

(c) Review existing labor legislation to deal with the issue of peonage and
servitude among some groups (Guarani in the Chaco, for example).
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APPENDIX 5-1

MINISTERIO DE DESARROLLO SOSTENIBLE Y MEDIO AMBIENTE

DOCUMENTO DE POLITICAS SOBRE TIERRAS RURALES

I. ANTECEDENTES

1. A partir de la Reforma Agraria de 1953, el marco legal e institucional cumpli6 un
rol hist6rico trascendental de redistribuir tierras y eliminar el latifundio. Sin embargo, en
las ultimas dos decadas se han manifestado muchas irregularidades en la adjudicaci6n y
la administraci6n del recurso tierra que liaman a realizar una profunda reflexi6n sobre la
necesidad de revisar el proceso de Reforma Agraria y adecuarlo a las necesidades
actuales. Esto implica, por un lado, entrar a una etapa de consolidaci6n de los logros
alcanzados a partir de 1953 y, por otro, afrontar los nuevos desafios.

2. La deficiente aplicaci6n institucional de la Ley de Reforma Agraria, junto a la
inoperante labor institucional, han generado siete tipos de limitaciones y distorsiones
importantes en la estructura de tenencia de la tierra, el crecimiento agropecuario y el
manejo de los recursos naturales del pais:

(a) El marco legal vigente, si bien fue muy exitoso en eliminar el latifundio y
redistribuir las tierras en zonas andinas a aquellos que las trabajaban, no
reconoce ni responde efectivamente a las distintas realidades sociales,
econ6micas y culturales de tenencia de la tierra en el pais. En particular, la
actual legislaci6n no reconoce el rol crucial de las organizaciones
campesinas en definir los derechos de propiedad agrarios al interior de sus
comunidades, en preservar y proteger estos derechos, y en resolver sus
conflictos. Sin embargo, la nueva Ley de Participaci6n Popular realiza
avances importantes y en tal sentido deberan ser incorporados en la nueva
legislaci6n agraria. Por otra parte, la Ley de Reforma Agraria fue creada
para afrontar la realidad latifundista del Altiplano y los valles y no tom6
en cuenta las realidades del oriente del pais, especialmente en lo que
respecta a las tierras baldias que estaban bajo dominio del Estado y a los
derechos hist6ricos sobre ocupaci6n y uso de tierras por parte de las
poblaciones indigenas de la Amazonia y el Chaco bolivianos

(b) La politica arbitraria e irracional de adjudicaciones de tierras fiscales en la
regi6n oriental del pais, practicamente a titulo gratuito y sin tomar en
cuenta la vocaci6n de uso del suelo, ha ocasionado un proceso vertiginoso
de reconcentraci6n de la propiedad agraria y, en cierto sentido, un
retroceso de los grandes logros de la Reforma Agraria en los primeros
veinte anos de su ejecuci6n. Por lo tanto, a cuatro d6cadas del inicio de
este proceso no se tiene una estructura de tenencia equitativa.
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(c) Como consecuencia de esta politica irracional de distribuci6n de tierras-
en combinaci6n con un sistema inadecuado e impreciso de mapeo de las
adjudicaciones de tierras y concesiones forestales, asi como el conflicto de
competencias entre el Consejo Nacional de Reforma Agraria (CNRA),
Instituto Nacional de Colonizaci6n (INC) y el Centro de Desarrollo
Forestal (CDF-se origin6 un caos administrativo de sobre-posiciones de
derechos sobre el suelo, vuelo y subsuelo (entre agricultores, ganaderos,
pueblos indigenas, empresas madereras, concesiones mineras y de
hidrocarburos, etc.) que conllev6 a una gran inseguridad de tenencia,
especialmente en las regiones orientales del pais.

(d) Asimismo, las provisiones legales sobre la reversi6n de tierras a dominio
del Estado (a pedido parte que consecuentemente se podia convertir en
beneficiario de la tierra revertida) contribuy6 a la inseguridad de tenencia
entre agricultores y ganaderos pequefios, medianos y grandes. Con el
tiempo, este procedimiento de reversi6n desvirtu6 el objetivo central de la
Reforma Agraria de revertir los latifundios para adjudicarlos a los
campesinos trabajadores de estos y se convirti6 en mecanismo de
enajenaci6n de derechos entre particulares, con la participaci6n y
aprobaci6n del Estado.

(e) El Estado nunca tuvo una politica de ordenamiento territorial y mucho
menos basada en el desarrollo sostenible, tomando en cuenta la capacidad
de uso de la tierra y de otros recursos naturales. En la actualidad se esta
tratando de implementar dicha politica. Sin embargo, las sobreposiciones
de derechos a causa de las dotaciones irracionales del pasado complican
significativamente este trabajo, a punto de hacerlo irrealizable en algunas
zonas, sin antes aplicar un proceso previo de saneamiento y evaluar
tecnicamente el potencial de uso de las tierras rurales.

(f) Estas politicas y vacios en la legislaci6n agraria tambien ocasionaron
profundas distorsiones en el mercado de tierras, fomentaron las ventas
ilegales de tierras, limitaron el acceso al credito a importantes sectores
productivos, redujeron la inversi6n y, en general, constituyeron un freno al
crecimiento econ6mico arm6nico del sector agropecuario y forestal

(g) Finalmente, la excesiva burocratizaci6n de los procedimientos de
adjudicaci6n de tierras y de administraci6n de justicia agraria coadyuvaron
a una corrupci6n generalizada en el CNRA, el INC y el CDF, retardaci6n
de la justicia y desmedida politizaci6n en estas instituciones. La ausencia
de controles institucionales adecuados sobre estas instituciones originaron
la intervenci6n al CNRA e INC, estableciendo una moratoria en los
tramites agrarios e iniciandose asi un proceso profundo de reformas
legales e institucionales.
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II. PRINCIPIOS Y OBJETIVOS GENERALES DE LA POLITICA DE TIERRAS

3. Con base en tales antecedentes, y enmarcAndose en la politica general del
Gobierno Nacional, la politica agraria esta orientada por los siguientes principios y
objetivos generales:

(a) otorgar al tema tierra un tratamiento integral, tomando en cuenta sus
connotaciones econ6micas, sociales, culturales, tecnicas, politicas e
hist6ricas.

(b) Garantizar la seguridad tecnica y juridica a la propiedad agraria, bajo todos
sus tipos de dominio y propiedad, a fin de estimular la inversi6n predial y
facilitar el funcionamiento del mercado de tierras formal y legal.

(c) Promover una estructura de tenencia equitativa y priorizar el acceso a
tierras fiscales a los grupos de campesinos e indigenas sin tierra.

(d) Promover la utilizaci6n eficiente y sostenible del recurso tierra y otros
recursos naturales.

(e) Impulsar un sistema juridico-institucional de administraci6n de tierras y de
resoluci6n de conflictos que sea transparente y eficaz.

III. LINEAMIENTOS FUNDAMENTALES DE LA POLiTICA DE TIERRAS

4. Para cumplir los objetivos generales de la politica de tierras, la estrategia del
Gobiemo se basa en cuatro pilares fundarnentales:

(a) Cambios sustanciales en la legislaci6n agraria.

(b) Rol de la Intervenci6n.

(c) Reformas institucionales.

(d) implementaci6n del saneamiento tecnico-juridico ligado al catastro rural.

(e) Aplicaci6n de politicas especificas para dar soluci6n a los problemas del
minifundio y del neo-latifundio.

Cambios en la Legislacion Agraria

5. Un primer pilar de la politica de tierras del Gobierno es la pronta presentaci6n al
Parlamento Nacional del Anteproyecto de Ley de Modificaci6n al Servicio Nacional de
Reforma Agraria (para la creaci6n del Instituto de Tierras) y una Ley del Catastro.
Posteriormente, se elaborara y presentara al Parlamento un Anteproyecto de Ley de
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Tierras, en modificaci6n a la actual Ley de Reforma Agraria aprobada en 1953.
(Asimismo, fue aprobada por la H. Camara de Diputados una nueva Ley Forestal,
restando simplemente su aprobaci6n por el H. Senado Nacional.)

6. Para dar soluci6n al conjunto de problemas mencionados como antecedentes, el
Anteproyecto de Ley de Tierras considerara los siguientes temas centrales:

7. Funci6n Socio-econ6mica de la Tierra. El Gobiemo propondra en su
Anteproyecto de Ley de Tierras la adecuaci6n del concepto de funci6n econ6mico-social
de la tierra a las realidades actuales relativas a su explotaci6n productiva, equidad en la
distribuci6n implicaciones ecol6gicas. Este concepto incluirk, ademas de la agricultura y
ganadera, el manejo forestal sostenible y las actividades de conservaci6n de la
biodiversidad como fuentes de conservaci6n del derecho propietario sobre la tierra.

8. Definicion de los Distintos Tipos de Dominio Sobre las Tierras Rurales. La
nueva Ley de Tierras sera lo suficientemente flexible para reflejar y respetar la diversidad
de actores sociales y la heterogeneidad de realidades agrarias del pais, de tal manera que
apoye las dinamicas de cambio y evoluci6n del sector agropecuario.

9. Reversi6n y Expropiaci6n. Se reedifican las causales de reversi6n y
expropiaci6n de tierras privadas y se modificaran sus procedimientos. Se eliminara el
actual mecanismo de reversi6n a pedido de parte. Sin embargo, se mantendra el principio
de reversi6n de tierras al Estado como una forma de sanci6n a las tierras improductivas.
Por otra parte, se mantendra el principio de expropiaci6n de tierras (con compensaci6n)
por parte del Estado, con fines de utilidad piiblica (para construcci6n de infraestructura,
asentamientos humanos, etc.).

10. Politica de Distribucidn de Tierras Fiscales. La politica de distribuci6n de tierras
se realizara en el marco de planes nacionales y regionales de uso racional del territorio,
tomando en cuenta los distintos usos del recurso tierra, tales como agricultura, ganaderia,
explotaci6n forestal sostenible, parques nacionales, areas protegidas, reservas de la
biodiversidad, tierras indigenas, etc. Existiran basicamente dos mecanismos de
distribuci6n de tierras fiscales:

* Se dotaran tierras a titulo gratuito y en forma prioritaria a comunidades
originarias y, en extensiones que no excedan 50 ha., ni los limites
establecidos para le Pequefia Propiedad segun regiones en la Ley de Reforma
Agraria, a campesinos sin tierras (como parte de programas de asentamientos
humanos).

* En las areas que hubiesen sido declaradas saneadas por el Instituto de Tierras,
se podran adjudicar tierras fiscales, a precios de mercado determinados
mediante subasta puablica.
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11. Por lo tanto, se eliminaran las dotaciones de tierra gratuitas a particulares que no
cumplan los requisitos de beneficiario de programas de asentamientos humanos. Una vez
aprobada la ley, toda adquisici6n de tierras particulares saneadas se hard a traves del
mercado.

12. Regulacidn del Mercado de Tierras. Al hacerse una distinci6n entre las tierras
comunitarias indigenas y el resto de las tierras privadas se establecera que la regulaci6n
de transacciones de mercado de las primeras se hard en base a normas y costumbres de las
comunidades, mientras que las ultimas se haran de acuerdo a las normas y procedimientos
civiles en vigencia.

13. Nueva legislaci6n Forestal. El Gobierno ha propuesto al Parlamento una nueva
Ley Forestal (ya aprobada por la H. Camara de Diputados) que cambiara sustancialmente
el regimen de explotaci6n de los recursos forestales del pais en base a los siguientes
aspectos fundamentales:

* Se terminara con la sobreposici6n de derechos sobre la tierra y sobre los
bosques, mediante la unificaci6n de estos derechos bajo el concepto de
"tierras forestales".

* El Ministerio de Desarrollo Sostenible y Medio Ambiente sera el encargado
de clasificar todas las tierras forestales del pais, diferenciando entre tierras
forestales con bosques de protecci6n, tierras forestales con bosques
permanentes de producci6n, tierras forestales de conversi6n, tierras forestales
de uso miultiple y tierras forestales sin bosques o cobertura vegetal.

* Las concesiones de explotaci6n sobre tierras forestales fisales con bosques
permanentes de producci6n se haran mediante licitaci6n publica, salvo para el
caso de comunidades indigenas o poblaciones originarias del lugar que
podran obtener concesiones forestales a solicitud de parte, previa
presentaci6n de planes de manejo debidamente avalados por la instancia
nornadora respectiva

* Se estableceran normas claras para el aprovechamiento y la explotaci6n
forestal, tanto en tierras forestales fiscales, como en tierras forestales que
tuviesen titulos ejecutoriales privados.

* En caso de existir conflictos, los particulares (sean estos agricultores,
ganaderos, comunidades o pueblos indigenas) con titulos ejecutoriales
debidamente saneados sobre tierras forestales tendran preferencia sobre las
concesiones o contratos de aprovechamiento forestal.

* Se establecera un marco institucional desconcentrado, previendose la
creaci6n del SEFOR a nivel nacional, departamental y provincial, a fm de
ejercer el control y la fiscalizaci6n adecuada sobre los recursos forestales.
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Rol de la Intervenci6n

14. El Gobiemo tiene la firme intenci6n de mantener la moratoria de dotaciones de
tierras fiscales hasta que concluya el proceso de saneamiento.

15. La Intervenci6n al CNRA - INC es un proceso imprescindible para reformar el
actual sistema nacional de administraci6n de tierras. Por lo tanto, la Intervenci6n esta
plenamente capacitada y tendra la responsabilidad encomendada por el Gobierno. a traves
de la norma legal pertinente (Decreto Supremo o Resoluci6n Ministerial) para realizar
todas las gestiones necesarias relativas a:

(a) crear la Unidad Coordinadora y Administradora del Proyecto (UCAP),
establecer la Cuenta Especial y dar inicio al Proyecto;

(b) coordinar y consensuar con la Corte Suprema la versi6n final del
Convenio;

(c) preparar las especificaciones tecnicas para la licitaci6n internacional del
Cat-San;

(d) coordinar los programas de concertaci6n y elaboraci6n de borradores de
los Anteproyectos de Ley del Registro y Catastro y Ley de Tierras;

(e) creacion de la Unidad de Analisis de Politicas de Tierras (UDAPTI) en
coordinaci6n con el MDSMA (queda por definirse d6nde estara ubicada la
UDAPTI, dentro del MDSMA, como parte de UDAPE u otro arreglo); y

(f) preparar los manuales de Implementaci6n del Proyecto, Asentamientos
Humanos y de Criterios del Saneamiento, en coordinaci6n con el
MDSMA.

Reformas Institucionales

16. A fin de viabilizar las reformas estructurales que pretende llevar adelante el
Gobiemo Nacional, se hace imprescindible crear un nuevo orden institucional
desburocratizado, eficaz y transparente. En este contexto, el Gobiemo viene encarando el
gran desaflo de crear y establecer un Instituto de Tierras, el 6rgano Jurisdiccional Agrario
(OJA) y el Registro Legal Catastral (RLC).

17. Instituto de Tierras. Sera el organismo encargado de la administraci6n del
recurso tierra, en sustituci6n del CNRA e INC. Tendra patrimonio propio y estara bajo la
tuici6n del Ministerio de Desarrollo Sostenible y Medio Ambiente. Ejercera jurisdicci6n
en el ambito rural de todo el territorio nacional, a traves de oficinas departamentales y
regionales, y sera la instituci6n encargada de hacer cumplir las normas agrarias en
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vigencia y las que se formulen en el futuro. Entre las principales atribuciones del Instituto
de Tierras resaltan:

* Ejecutar las politicas de distribucion, redistribuci6n y reversi6n de tierras.
* Ejecutar el saneamiento tecnico-juridico de la propiedad agraria.
* Ejecutar y coordinar las politicas de asentamientos humanos.
* Dictaminar en todas las peticiones de tierras rurales cuyo otorgamiento y

concesi6n este encomendada a entidades especializadas.
* Realizar el primer levantamiento catastral legal en el pais.

18. Organo JurisdiccionalAgrario (OJA). Sera creado por ley (en la Ley de creaci6n
de Modificaci6n al Servicio Nacional de Reforma Agraria) y sera el encargado de
administrar justicia agraria y resolver los conflictos de tenencia de la tierra entre
particulares.

19. Registro Legal Catastral (RLC). Actualmente, las oficinas de Derechos Reales en
el pais no tienen la capacidad tecnico-administrativa para encargarse del registro publico
en el area rural y el existente para el area urbana tambien es deficiente. El principal
problema que se debe resolver a la brevedad posible, tanto para el area urbana como rural,
es el referido a la base geografico-espacial de los derechos que se inscriben. Esa base
fisica se la obtiene a traves del catastro.

20. Para el area rural, el problema es un tanto mas complejo debido a la serie de
conflictos existentes, tales como las sobre-posiciones, la duplicidad de titulos, la ausencia
de datos tecnicos precisos y otros. Por ello, el Proyecto Nacional de Administraci6n de
Tierras (PNAT) tiene como uno de sus componentes el fortalecimiento del registro
publico con la creaci6n y funcionamiento del Registro Legal Catastral. Este Registro, que
reemplazara a los Derechos Reales existentes (urbanos y rurales), quedara bajo tuici6n del
Poder Judicial y debera realizar, como una de sus funciones principales, el mantenimiento
de la informaci6n catastral.

21. En el disenlo del componente participa la Corte Suprema de la Naci6n, como la
maxima instancia a cargo de las actuales oficinas de los Derechos Reales. Con este fin, el
MDSMA y la Corte Suprema de Justicia han firmado un Convenio de cooperaci6n para la
ejecuci6n conjunta de los componentes de registro de la propiedad del PNAT.

Saneamiento Tecnico-Juridico y Catastro Rural Legal

22. Con el fin de reparar los vicios procesales y de eliminar la sobre-posici6n de
derechos de muchas propiedades agrarias, se implementara un saneamiento tecnico-
juridico de la propiedad agraria.

23. Criterios Generales del Saneamiento. Los aspectos fundamentales del
Saneamiento estan ya definidos en el Anteproyecto consensuado de la Ley del Instituto
de Tierras. A saber:
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(a) El Saneamiento es el instrumento id6neo para regularizar los vicios
procesales, para identificar y cuantificar la disponibilidad de tierras, para
otorgar seguridad de tenencia, y para facilitar el funcionamiento de un
mercado legal de tierras.

(b) El Saneamiento es un proceso extraordinario y temporal, en cualquiera de
sus modalidades (saneamiento simple o Cat-San), y un plazo de ejecuci6n
de cinco anos, con posibilidad de extensi6n si las metas previstas no se
hubiesen cumplido y existan los medios para su ejecuci6n.

(c) El saneamiento es un mecanismo que fomenta y permite la resoluci6n
conciliatoria de conflictos.

(d) Se faculta al Instituto de Tierras a revisar todos los expedientes que sean
necesarios (titulados y por titular) para cumplir con los mandatos del
saneamiento, en todo el territorio de la Repuiblica.

(e) El Cat-San se ejecutara de oficio. La declaratoria de areas del Cat-San se
hara cuando una o mas de las siguientes causales sea importante:

* Irregularidad en los tramites agrarios
* Presunci6n de que las tierras del area no estan cumpliendo una

funci6n social
3 Potencial para identificar tierras para asentamientos humanos, en

funci6n de la vocaci6n de uso del suelo.

(f) El Saneamiento simple se hara a pedido de parte s6lo en casos de
sobreposici6n o doble titulaci6n. El Saneamiento simple se hara de oficio
s6lo en areas donde exista sobreposici6n con areas clasificadas (parques
nacionales, territorios indigenas, reservas forestales, etc.).

(g) Las areas del Cat-San seran declaradas por Resoluci6n Suprema (es decir,
por el Presidente de la Rep(iblica), mientras que las areas sujetas al
Saneamiento simple seran declaradas por Resoluci6n Administrativa del
Instituto de Tierras.

(h) La ejecuci6n del Saneamiento sera gradual y sistematica, para coadyuvar
al proceso de ordenamiento territorial que vienen realizando otras
instancias gubemamentales.

(i) El Saneamiento se ajustara a la legislaci6n vigente (Constituci6n Politica
del Estado, Ley de Reforma Agraria y otras normas vigentes) en el
momento de la adquisici6n de los derechos, considerando que el trabajo es
la fuente fundamental para la adquisici6n y conservaci6n del derecho de
propiedad sobre la tierra.
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(j) Aquellos tramites por dotaciones superiores a la Pequenias Propiedad que
tengan vicios seran anulados de oficio por el organo Jurisdiccional
Agrario.

(k) Aquellas tierras que no hayan sido trabajadas en los dos anos computables
a partir de la emisi6n de la Sentencia, tal como lo establece la Ley de
Reforma Agraria, seran revertidas de oficio de acuerdo al procedimiento
que se establecera en el Reglamento a la Ley del Instituto de Tierras.

(I) Las resoluciones emergentes del Saneamiento podran ser anulatorias,
modificatorias, confirmatorias o constitutivas. Estas seran Resoluciones
Supremas (Presidente de la Republica) cuando el expediente en cuesti6n
ya cuente con titulaci6n o Resoluci6n Suprema. Por su parte, las
resoluciones que afecten a los expendientes que no cuenten con R.S. o
titulaci6n, seran Resoluciones Administrativas del INTI.

(m) Las apelaciones a las resoluciones del saneamiento se haran seguin lo
dispuesto por el C6digo Civil (en caso de Resoluciones Supremas) o a
traves del organo Jurisdiccional Agrario (en caso de Resoluciones
Administrativas).

(n) Se crearan Comisiones Departamentales Agrarias, con participaci6n del
gobierno y todos los sectores involucrados, para que den seguimiento al
proceso de saneamiento.

(o) Las comunidades campesinas e indigenas tendran prioridad en la dotaci6n
de tierras frente a demandas individuales, si se demuestra la posesi6n
anteriores de estas sobre las tierras en conflicto.

(p) Los fundos (sean estos dotaciones originales o comprados) con
extensiones superiores a la Pequeiia Propiedad se titularan previa
inspecci6n tecnico -juridica por el Instituto de Tierras y certificaci6n de la
organizaci6n matriz correspondiente (CSUTCS, CSCB, CIDOB, Ciamaras
Agropecuarias) para verificar que las tierras estan cumpliendo una funci6n
social, de acuerdo con planes de desarrollo.

(q) Los fundos sobre tierras forestales (segun la zonificaci6n que se haga
luego de la aprobaci6n de la nueva Ley Forestal) que tengan titulos
agrarios o ganaderos tendran prioridad sobre concesiones forestales (si asi
lo establece la Ley Forestal) y deberan sujetarse a lo establecido por la
mencionada Ley. En caso que no cumplan lo establecido en esa Ley (no
pagar la tasa forestal o violar las normas de uso, por ejemplo), estas tierras
seran revertidas, no podran ser dotadas a particulares, pero si podran ser
sujeto de concesiones forestales. Aquellos expedientes de tierras forestales
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que no cuenten con titulo tendran dos anos para regularizar su situaci6n y
deberan regirse por lo que establezca la Ley Forestal.

Titulaci6n.

24. En areas sujetas al Sanearniento:

Se emitiran titulos ejecutoriales (cuando corresponda) a todos los beneficiarios que est6n
asentados por mas de dos anos y se demuestre los trabajos realizados, aunque no tengan
tramites.

25. En areas no sujetas al Saneamiento (Simple o Cat-San):

(a) Las Pequefias Propiedades y las Comunidades Campesinas que cuenten
con Resoluci6n Suprema seran tituladas sin otro requisito que el de la
ejecutoria de la Resoluci6n que curse en el tramite.

(b) Si existiese conflictos u oposiciones a la titulaci6n, estos seran remitidos al
Organo Jurisdiccional Agrario.

(c) Los tramites que no cuenten con sentencia, se consideraran tramites
nuevos.

Tramites Nuevos:

(a) Las nuevas tramitaciones se haran a traves de un proceso administrativo
simplificado y desconcentrado a nivel departamental, con participaci6n
activa de las oficinas regionales del Instituto de Tierras. Tratandose de un
procedimiento administrativo, no habra necesidad de contar con jueces
agrarios que emitan sentencia. En caso de haber conflictos u oposiciones,
primeramente se buscara la soluci6n conciliatoria del conflicto con
personeros del Instituto de Tierras. De fracasar esta instancia, los
conflictos seran de conocimiento del organo Jurisdiccional Agrario.

(b) Los expedientes s6lo serin remitidos a la oficina central del Instituto de
Tierras (La Paz) para la emisi6n del titulo y la firma por la autoridad
competente.

(c) En tanto dure el proceso de saneamiento, unicamente se admitiran
solicitudes de tierras comunitarias, areas clasificadas y de tierras cuya
extensi6n no exceda 50 hectareas o los limites de la pequenia propiedad
agraria, seguin la zonificaci6n establecida en la Ley de Reforma Agraria.

(d) En las Areas que se declarasen saneadas, se podran recibir solicitudes de
nuevas tierras por particulares, las cuales seran vendidas a precios de
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mercado determinados por subasta publica y seran tituladas en funci6n de
la clasificaci6n de tierras establecida en los planes de uso.

26. Las Etapas del Cat-San, o Sistema Integrado de Catastro y Saneamiento. El
Cat-San es un instrumento de ordenamiento territorial que combina los procesos de
catastro y saneamiento y esta destinado a regularizar, inventariar y registrar la propiedad
rural. Este sistema sera aplicado unicamente en areas catastrales y sus etapas son:

(a) Determinaci6n de areas

(b) Revisi6n de Gabinete

(c) Campafia Puiblica y Difusi6n

(d) Levantamiento Catastral

(e) Evaluaci6n Tecnico-Juridica

(f) Exposici6n Publica

(g) Resoluci6n

(h) Declaraci6n de Area Catastral

(i) Inscripci6n en Derechos Reales (RLC)

27. Para la aplicaci6n de este instrumento, el Gobierno Nacional ponderara diversos
factores econ6micos, tecnicos y socio-culturales a fin de determinar las areas catastrales
prioritariamente.

Reconocimiento, Demarcaci6n y Titilaci6n de Tierras Indigenas

28. El Documento de Politicas no hace menci6n de los planes del Gobierno en torno a
la problematica de las tierras indigenas (o cumunitarias de origen) en el pais. La
Intervenci6n ya ha realizado algunos avances importantes para el reconocimiento y
demarcaci6n de tierras indigenas, coordinando labores con la Secretaria de Asuntos
Etnicos, Genero y Generacionales (SNAEGG) y cooperando en la preparaci6n del
Proyecto de Desarrollo de los Pueblos Indigenas del Beni, a ser financiado por el Fondo
Internacional de Desarrollo Agricola (FIDA, Roma).

29. Para dar una respuesta efectiva a la problematica de las tierras indigenas se
requiere de tres estrategias inter-relacionadas (que se mencionaran explicitamente en el
Documento de Politicas):

(a) Proponer cambios a la legislaci6n agraria para definir claramente los
derechos y responsabilidades de los pueblos indigenas sobre las tierras que
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tradicionalmente ocupan. Estas propuestas de cambio se harian en la nueva
Ley de Tierras y estarian en concordancia con el Art. 171 de la nueva
Constituci6n Politica del Estado y con la Ley 1257 (que ratifica el
Convenio Internacional No. 169 de la OIT) que compromete al Gobiemo a
adecuar su legislaci6n e instituciones para dar cumplimiento a lo
establecido en dicho Convenio.

(b) Realizar los trabajos tecnicos, cartograficos, de estudios antropol6gicos y
otros que sean necesarios para la demarcaci6n definitiva de las tierras
comunitarias de origen.

(c) El Gobiemo adoptara medidas adecuadas para aclarar el status juridico de
los Territorios Indigenas creados por Decreto Supremo y re-definir las
extensiones (y limites) de estos en base a criterios tecnicos y estudios
socio-econ6micos y antropol6gicos.

Reconocimiento de los Derechos de la Mujer a la Propiedad de la Tierra.

30. De acuerdo a la legislaci6n agraria vigente, la mujer tiene los mismos derechos
que el hombre en lo que respecta a solicitar la adjudicaci6n (o consolidaci6n) de tierras y
recibir titulos ejecutoriales a su nombre (lo establece la Ley de Reforma Agraria de
1953). Sin embargo, las costumbres tradicionales en muchas regiones del pais impiden
que estos derechos se hagan respetar. Para superar estos problemas, el Gobiemo
implementara campania de concientizaci6n sobre los derechos de la mujer a la propiedad
de la tierra

Politicas Especificas para Atender los Problemas del Minifundio y Neo-latifundio

31. Pol'tica de Asentamientos Humanos. A partir del inicio del PNAT, el Gobiemo
implementara una nueva politica de asentamientos humanos en base a nueve criterios
centrales:

(a) Identificar las tierras fiscales que estaran sujetas a reversi6n a traves del
proceso de saneamiento y que sean aptas para asentamientos humanos, en
concordancia con los planes de uso.

(b) Realizar una evaluaci6n tecnica y juridica sobre estas tierras para
asegurarse que no se sobrepongan a areas clasificadas, tierras indigenas,
reservas forestales u otras.

(c) Realizar estudios tecnicos basicos sobre estas tierras para constatar su
capacidad de recibir asentamientos humanos.
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(d) Tomar las previsiones legales necesarias para reservar estas tierras con
caracter prioritario o exclusivo para fines de asentamientos humanos.

(e) Ejecutar programas de asentamientos humanos en respuesta a demandas
especificas de tierra e identificar los beneficiarios de los programas en
base a criterios de pobreza simples y expeditos.

(f) Realizar el loteamiento de las dotaciones a los beneficiarios, ya sea por
comunidad o en asignaciones individuales, seguin las circunstancias.

(g) Coordinar con otras instancias publicas y privadas acerca de las
inversiones en servicios basicos, infraestructura caminera y otros.

(h) Evaluar peri6dicarnente la evoluci6n de los programas de asentamientos
humanos.

32. Recuperaci6n de Costos del Cat-San. Con el fin de evitar el acaparamiento
improductivo y la especulaci6n de tierras rurales, es intenci6n del Gobiemo ejecutar una
politica progresiva de recuperaci6n de costos del Cat-San. Los detalles del mecanismo de
recuperaci6n de costos estan contenidos en documento separado. En resumen, es
intenci6n del Gobierno:

Establecer un cargo finico a los beneficiarios del Cat-San que se cobrara el
momento de entregar el certificado final de castraci6n, despues de la etapa de
"Resoluci6n". Este cobro no es un impuesto a la tierra (el cual se ejecutara y fiscalizara
en coordinaci6n con las Organizaciones Territoriales de Base (OTBs) respectivas, en
concordancia con la Ley de Participaci6n Popular), sino que representa una recuperaci6n,
por parte del Estado, del aumento en el valor de la tierra creado por la mayor seguridad de
tenencia otorgada por el Cat-San. Los recursos generados por este cobro se distribuiran
entre el Instituto de Tierras (como entidad principal administradora del PNAT) y el
Registro Legal Catastral. Este cobro se hara progresivamente, de tal manera que un
primer estrato de propiedades estarian excluidas del pago y el resto pagarian un monto
fijo por hectarea, seguin el tamafno de la propiedad.

IV. COORDINACION INTER-INSTITUCIONAL

33. En el marco de las atribuciones del Ministerio de Desarrollo Sostenible y Medio
Ambiente y del INTI, la coordinaci6n interinstitucional juega un rol determinante. Los
procedimientos y mecanismos para tal coordinaci6n seran establecidos en funci6n a las
prioridades y objetivos del PNAT. Se coordinaran actividades entre el MDSMA, la
Secretaria de Recursos Naturales, la Secretaria de Agricultura y Ganaderia, la Secretaria
de Desarrollo Rural, la Subsecretaria de ordenamiento Territorial, la Subsecretaria de
Asuntos Etnicos y otras relacionadas con la temAtica tierra.
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34. La coordinacion superior esta a cargo del Consejo de Desarrollo Nacional que es
el encargado de proponer, deliberar, concertar y recomendar politicas econ6micas y
sociales y las estrategias nacionales. Este Consejo tiene facultades de convocar a otras
autoridades, servidores puiblicos y expertos, asi como constituir comisiones
intersectoriales para distintos fines.
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APPENDIX 5-2

STATISTICAL APPENDIX

Table 5-6: Maximum Size of Rural Landholdings Allowed by the Agrarian Reform Law of 1953 (hectares)
Region Small Medium Enterprise

Altiplano and Highlands
Northen Region

Shores of Lake Titicaca 10
Influenced by the Lake 10 80 400
Not influenced by the Lake 150

Central Region
Influenced by Lake Poopo 15
Central 250

Southern Region
South 35
South and semi-desertic 350
Andean, altiplano, and highlands 800

Valleys
Open valleys

with irrigation 6
without irrigation 12
vineyards 3

Closed valleys
with irrigation 4
without irrigation 8
vineyards 3

Top of valleys without irrigation 20 200
Open valleys near the city of

with irrigation or humid 50
without irrigation 100
vineyards 24

Open not near the city of Cochabamba 500
Other open valleys

with irrigation or humid 60
without irrigation 150
vineyards 24

Closed valleys
valleys bottoms 40 80
hillsides 40 150

Semi-tropical regions
Yungas 10 150 2,000
Santa Cruz 50 500 2,000
Chaco 80 600 2,000
Cattle ranch 500 2,500 50,000

Tropical regions
Beni, Pando, La Paz (Iturralde) 500 2,000
Cattle Ranch 500 2,500 50,000

Source: Agrarian Reform Law
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Table 5-7: Land Titled by the Agrarian Reform Council (CNRA), 1955-93*
Area Land Allocated (thousand ha) Mean

Department (Thousand Arable Pastures Marginal Total % Titled Titles Beneficiary Ha/
ha) Forestryb Benef.

La Paz 13.399 1,633 4,085 1,221 6,939 51.8 313.069 236.998 29.3
(% of national) 12.2% 16.0% 37.7% 37.8%

Oruro 5,359 365 2,047 610 3,022 56.4 33,099 27,699 109.1
(% of national) 4.9% 7.0% 4.0% 4.4%

Potosi 11,822 456 2,074 390 2,920 24.7 119,063 91,537 31.9
(% of national) 10.8% 6.7% 14.3% 14.6%

Chuquisaca 5,152 348 2,275 859 3,482 67.6 88,216 62,870 55.4
(% of national) 4.7% 8.0% 10.6% 10.0%

Cochabamba 5,563 657 1,162 685 2,504 45.0 149,648 110,347 22.7
(% national) 5.1% 5.8% 18.0% 17.6%

Tarija 3,762 200 1,415 65 1,680 44.7 24,855 19,325 86.9
(% of national) 3.4% 3.9% 3.0% 3.1%

Santa Cruz 37,062 2,612 10,267 165 13,044 35.2 86,692 66,894 195.0
(% of national) 33.7% 30.1% 10.4% 10.7%

Beni 21,356 670 8,610 175 9,455 44.3 15,567 10,315 916.6
(% of national) 19.4% 21.8% 1.9% 1.6%

Pando 6,383 200 90 41 331 5.2 1,082 1,013 326.8
(% of national) 5.8% 0.8% 0.1% 0.2%

TOTAL 109,858 7,141 32,025 4,211 43,377 39.5 831,291 626,998 69.2
(%) 100.0% 16.5% 73,8 9.7% 100.0% 100.0% 100.0%
Note: a. These are preliminary figures only. Intervention is in the process of reviewing and processing by computer their titling data, so
definitive figures will be available in the near future; b. Historically, the classification of type of land allocated was done fairly arbitrarily
by CNRA, not according to some scientific criteria of land use potential. Alas, CNRA4 figures for the departments with most forestry
resources-Santa Cruz, Beni, and Pando-are completely unrealistic given the actual forestry potential of these departments and the
amount of land allocated in provinces that are now known to be predominantly forestry areas.
Source: Intervencion Nacional CNRA-INC.
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Table 5-8: Land Titled by the National Colonization Institute (INC), 1967-95'

Department Titled Near Titling " Total Ha/
Region (Province) Beneficiary Hectares Beneficiary Hectares Beneficiary Hectares Benef

La Paz
Alto Beni (N/S Yungas) 3,505 64,423 361 7,446 3,866 71,869 18.6
Caranavi (N. Yungas) 7,738 80,618 488 6,387 8,226 87,005 10.6
La Asunta (S. Yungas) 358 5,978 59 679 417 6,657 16.0
Apolo (Franz Tamayo 35 8,000 35 8,000 228.6
Ixitamas (Itarrulde) 27 7,400 27 7,400 274.1
SubTotal 11,663 166,419 908 14,512 12,571 180,931 14.4
(% of National Total) 32.9% 17.6% 26.8% 14.3% 32.4% 17.3%

Cochabamba
Subtotal 12,351 223,698 1,255 17,010 13,606 240,708 17.7
(% of National Total) 34.9% 23.7% 37.0% 16.7% 35.1% 23.0%

Santa Cruz
Subtotal 10,414 514,033 1,020 62,806 11,434 576,839 50.4
(% of National Total) 29.4% 54.5% 30.1% 61.7% 29.5% 55.2%

Beni
Subtotal 653 34,255 183 7,147 836 41,402 49.5
(% of National Total) 1.8% 3.6% 5.4% 7.0% 2.2% 4.0%

Tarij a
Subtotal 316 4,563 23 274 339 4,837 14.3
(% of National Total) 0.9% 0.5% 0.7% 0.3% 0.9% 0.5%

TOTAL 35,397 942,968 3,389 101,749 38,786 1,044,717 26.9
Note: a.These are preliminary figures only. Intervention is in the process of reviewing and processing by computer their titling data, so
definitive figures will be available in the near future; b. These are titles that have been issued, but are awaiting the signature of the
President. Since the start of his administration (August 1993), President Gonzalo Sanchez de Lozada has not signed a single title, either
from INC or CNRA.
Source: Intervencion Nacional CNRA -INC.
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Table 5-9: CNRA Allocations, by Property Classification (Size), 1955-77'"

Land Allocated (Thousand ha) Mean
Marginal (Ha/

Property Classification b Arable Pastures Forestry Total Files Beneficiary Benef.)
Small Property 710 1,629 312 2,651 13,666 103,278 25.7
(% ot total) 10.1% 53.9% 29.9%

Medium Property 1,248 9,190 1,143 11,581 8,444 132,916 87.1
(% of total) 43.9% 33.3% 38.4%

Agricultural Enterprise 851 7,647 390 8,888 1,341 16,837 527.9
(% of total) 33.7% 5.3% 4.9%

Ex-Haciendas 897 1,333 686 2,916 1,823 90,759 32.1
(% of total) 11.1% 7.2% 26.2%

Cooperatives 60 171 86 317 69 2,097 151.2
(% of total) 1.2% 0.3% 0.6%

Total 3,766 19,970 2,617 26,353 25,343 345,887 76.2
(%) 14.3% 75.8% 9.9% 100.0% 100.0% 100.0%
Note: a.These are preliminary figures only. Intervention is in the process of reviewing and processing by computer their titling
data, so definitive figures will be available in the near future; b. See text for description of the different property classifications
recognized by the Agrarian Reform Law of 1953; c. Historically, the classification of type of land allocated was done fairly
arbitraril y CNRA, not according to some scientific criteria of land use potential. Alas, CNRA figures for the departments with
most forestry resources-Santa Cruz, Beni, and Pando-are completely unrealistic given the actual forestry potential of these
departments and the amount of land allocated in provinces that are now known to be predominantly forestry areas.
Source: Intervenci6n Nacional CNRA - INC.



Table 5-10 (i): Typology of Land Tenure Systems"
Est. Area Population

Location Estim. of Regionc Density
Department (Provinces) Populationb (sq kii) (per sq Land Tenure and Titling Land Market Living Conditions

kni)
I) Communal Systems of Hunters, Gatherers, and Subsistence Farmers in the Amazon Basin and Chaco
A mazonia
Beni (throughout) 63,000 50,000 1.3 * Some groups are truly * Family parcels are * Extremely poor. The
La Paz (Iturralde, S. Yungas) 3,000 47,000 0.1 nonmadic. Most live in dispersed assigned by a communal poorest in the country.
Cochabamba (Chapare, 3,000 13,500 0.2 small communities. chief or chosen The nomadic groups and
Carrasco) 4,000 33,000 0.1 * Family parcels are assigned idependently; but they most distant communities
Pando (all) by a community chief or chosen are never traded. have no access to social

independently; but they are * Sales market do not services, water, sanitation,
Subtotal: 73,000 143,500 0.5 never traded for cash. exist, even between and so on.

* Many of these indigenous community members. * Health problems are a
Eastern Lowlands groups have conflicting land * Tenancy markets are serious problem in most
Santa Cruz (throughout) 50,000 25,000 2.0 claims with ranchers,, loggers, rare. They occasionally communities.

commercial farmers, or with exist in communities * Only recently some
Chaco classified areas, such as forest somewhat integrated to communities are becoming
Santa Cruz (Cordillera) 26,000 10,000 2.6 reserves, parks, biodiversity output and labor integrated to regional
Chuquisaca (Calvo, Siles) 4,000 1,500 2.7 reserves, or set-asides for the markets. (cash crops or markets for forest
Tarija (G. Chaco, O'Connor) 5,000 2,500 2.0 armed forces, etc. seasonal migration). In products, handicrafts, etc.,

* Clear definition and the Chaco, where thus opening up
Subtotal: 35,000 14,000 2.5 surveying of their land claims is migration to northern opportunities for increased

crucial, given the new autonomy Santa Cruz is common, cash incomes, but also
TOTAL 158,000 182,500 0.9 and power vested in one family will take care threatening their traditional

Municipalities, and the pressure of another's parcel. lifestyles.
from various sectors of society * Some Guarani * Some groups (e.g.,
to declare more classified areas. communities in the Guarani, Mojeno) are well
* Preserving some territories Chaco region of Santa organized and able to raise
as Parks may be viable option. Cruz (Cordillera) have funds and seek support

bought land from from international donors.
ranchers with NGO * Some isolated efforts
support. exist to provide assistance

in land issues, training of
leaders, research on the
natural resource base of
their territories, and social
services.



Table 5-10 (ii): Typology of Land Tenure Systems"
Est. Area Population

Location Estim. of Region" Density
Department (Provinces) Population (sq km) (per sq Land Tenure and Titling Land Market Living Conditions

km)
2) Communal Systems of Peasant Farmers in the Altiplano and Highlands
Northern Altiplano * Virtually all communities * In most cases, * Extremely poor.
La Paz (several provinces) have little crop area (assigned to family parcels were Among the poorest in the

individual families) and assigned decades ago. country.
Subtotal: 420,000 39,800 10.6 extensive pasture lands, In some distant * These regions are

organized in ayllus, Original communities, parcels subject to extreme weather
Central Altiplano Communities or Ex-haciendas. are still assigned conditions, such as hail,
Oruro (throughout) * Almost all comm. were annually by communal frost, and drought.

issued pro-inidiviso titles. Each leader (sayanas). * Strong communal
Subtotal: 118,000 43,500 2.7 member has a percent share of * In parts of Potosi, organization are a result of a

crop land and pastures. Some ayllus are discontinous, risk-minimizing strategy.
Southern Altiplano and comm. have "collective" titles. that is, the community * Only those
Potosi Highlands Complete data on titling is not uses 2 or 3 ecological communities located within
(northern and western available, especially for 1955- zones at different times reasonable distance to urban
provinces) 77. 1lowever, for the period of the year, especially centers have access to some

1978-89, the percent of pro- for pastures and trading social services, such as rural
Subtotal: 350,000 78,400 4.5 indiviso & collective titles issued (from the Uyuni and schools or healthi posts.

were: Coipasa Salt Lakes) for Most communities are
Northern Highland Valleys La Paz: 65.6% to 10.8% maize with peasant poorly served by state
Cochabamba (Bolivar, 99,000 12,600 7.9 Oruro: 78.3% to 18.4% farmers from more agencies. NGO presence in
Arque, Ayopaya, Tapacari) 50,000 5,500 9.1 Potosi: 76.7% to 6.5% temperate valleys in some regions is a recent
Chuquisaca (parts of northern Cbba: 31.1% to 9.9% southern Cochabamba. phenomenon.
provinces) Chuq: 48.5% to 4.9% * Land sales are non- * A large proportion of

* Few tenancy conflicts exist. existent in ayllus, and crops is for home
Subtotal: 149,000 18,100 8.2 Most are resolved tirough strong are only rare in more consumption, consisting of

communal organizations. market-integrated tubers, maize, cameloid
TOTAL 888,000 161,700 5.5 * Over time, communities communities. In any meat, and Andean cereals

pasture lands are getting case, all transfers of (quinoa, tarhui).
subdivided. rights are between * Migration to other

community members. regions of the country is
costly. Leaving the safety
net of strong community life
is too risky for most, except
for the young and able.



Table 5-10 (iii): Typology of Land Tenure Systems'
Est. Area Population

Location Estim. of Region' Density
Department (Provinces) Population (sq km) (per sq Land Tenure and Titling Land Market Living Conditions

kni)
3) Communial Systemils of Pcasant Farlcrs in Temperate Valleys and Irrigated Regionis
Vicinity of Lake Titicaca * Unlike the regions where * Sales markets are * Very poor, relative to
La Paz (Omasuyos, Los the more traditional comm. thin, usually limited to urban incomes and
Andes) system predominates (No.2), in comm. members. Sales commercial farming areas,

Subtotal: 130,000 3,700 35.1 these regions, most land to outsiders occur only but better off than the
distributed was crop land. in peri-urban regions average rural dweller.

Cochabamba Valleys * The reduced exposure to (Cochabamba, Lake * As some of these
(several provinces) climatic risk, thanks in part to Titicaca), with regions are relatively close

Subtotal: 300,000 9,700 30.9 irrigation schemes in some community consent. to urban centers, social
regions, allows these * Tenancy markets services are more accessible

Vicinity of Sucre communities to have more are quite common. than for highland peasants.
Chuquisaca (parts of northem flexible tenancy arrangements. Rentals predominate in In the most affluent regions,
provinces) * Most farmers have indiv. irrigated regions, while children attend school

Subtotal: 60,000 5,500 10.9 titles. Even those who have sharecrop. is more regularly.
"pro-indiviso" titles treat their frequent on rain-fed * The major problems are

Southern Valleys land as their own. areas. reduced farm size, lack of
Tarija (Cerado, Mendez) 45,000 6,900 6.5 * Parcel fragmentat. is severe, * In some irrigation, severe demand
Chuquisaca (N. & S. Cinti, but this is compensated by Cochabamba valleys constraints for farm output,
Azurduy) 110,000 12,600 8.7 considerably higher land values. there even exist rental primitive technologies and
Potosi (N. & S. Chichas, M. * T he overwhelnming majority and sales markets for precarious road and storage
Omiste) 73,000 9,700 7.5 of these farmers were titled early water rights. infrastructure.

Subtotal: 228,000 29,200 7.8 on during the Ag. Ref. * As demographic * The popular
* Today, however, most titles pressure raises land participation reform

Mesothermic Valleys are outdated due to inheritance. values, farmers who currently under way is
Santa Cruz (Caballero, * Subdivisions have not been migrate permanently (to likely to bring about
Vallegrande, Florida) recorded or registered. Santa Cruz, Chapare, significant new investments

Subtotal: . 40,000 9,800 4.1 * Few tenancy conflicts exist. Alto Beni), prefer to in productive, education,
sell their land, rather and health infrastructures.

TOTAL 758,000 57,900 13.1 than leave it under the Urbanization in La Paz,
care of a neighbor. Cochabamba, Sucre, and

Tarija will gradually
increase land values ard
thus raise farmers' equity.



Table 5-10 (iv): Typology of Land Tenure Systems"
Est. Area Population

Locatioii Estim. of Region" Density
Department (Provinces) Populationb (sq kni) (per sq Land Tenure and Titling Land Market Living Conditions

kni)

4) Family Farm Colonies of Recent Settlers in the Eastern Edge of the Andean Mountain Range
Yungas and Alto Beni * Induced colonization is a * As the main form * Most colono farmers are

La Paz fairly recent phenomenon in of organization is better off than their highland
Nor Yungas 54,000 5,100 10.6 Bolivia. It started in the 1950s product-based, most counterparts. This is partly
Sud Yungas 50,000 5,700 8.8 with the opening up of some farmers decide due to a natural selection

Iturralde 8,500 2,500 3.4 important roads and specific independently about process, whereby only the

F. Tamayo 18,000 1,100 16.4 settlement projects. land sales. successful have remained.
S. Saavedra 10,000 450 22.2 * Most allocations were given * Local leaders & * After a 20 to 30 year

Larecaja 43,000 2,050 21.0 to a group of migrants organ. in neighbor get notified period (one generation), a

Subtotal: 183,500 16,900 10.9 colonies. Mean initial per family of transactions, but colono can expect to own a
allocations were: La Paz: 30 ha; pemission in not parcel that is worth between

Chapare Cochabamba: 25 ha; Santa Cruz: needed. US$5,000 (La Paz.) up to
Cochabamba 50 ha. * Land markets are US$20,000 (Chapare).
Chapare 82,000 7,400 11.1 * Today, average farm size is quite active in the * Most children of farmers

Carrasco 75,000 9,000 8.3 15 ha in La Paz, 12 ha in Chapare, both for sales in older colonies attend

Subtotal: 157,000 16,400 9.6 Cochabamba, and 25 ha in Santa & tenancy. school.
Cruz Between 50 to 70 percent * Sharecropping in * As roads to Chapare and

Northern Santa Cruz of farmers are titled. coca fields is a north Santa Cruz have
Santa Cruz * Unlike highland peasants, common I st step in the improved, social services

Ichilo 29,000 14,200 2.0 these farmers are organized in tenancy ladder in order have arrived.
Nuflo de Chavez 55,000 42,000 1.3 colonies and producers assoc. by to eventually acquire * The main problems of

Sara 13,000 6,800 1.9 product (coca, coffee, rice, tea, land (Chapare). these farmers are the
0. Santiesteban 28,000 3,600 7.8 and so on.) for collective * Little barbecho crisis (no. Santa

Subtotal: 125,000 66,600 1.9 bargaining purposes (titling, sharecropping is Cruz) which requires
roads, services), not as risk- observed in No. Santa expensive mechanization to

TOTAL 574,500 105,000 5.5 minimizing strategy. Cruz, where rice is the overcome, ecological
* Prod. assoc. of products main cash crop. degradation and political
witlh a rent component (coca, * Land is usually pressure in the coca economy
coffee) are more powerful than sold in 10-15 ha (Chapare), and health
those of food crops (rice, fruits). parcels in La Paz, 20- problems in the recent

35 ha parcels in Santa settlement regions.
Cruz, by hectare in the
more dynamic coca
regions of Chapare.



Table 5-10 (v): Typology of Land Tenure Systems''
Est. Area Population

Location Estim. of Region" Density
Department (Provinces) Population (sq km) (per sq Land Tenure and Titling Land Market Living Conditions

km)
5) Extensive Livestock Ranches in the Beni Savannas, Chaco Plains, Eastern Santa Cruz, and Northern La Paz
Beni Savannas * Cattle raising in Bolivia * Ranches are valued * Successful ranchers divide
Cerado 5,000 9,200 0.5 is prinarily done on an prinarily for their cattle thieir time between a rural (for
Marban 10,800 13,100 0.8 extensive basis (5 ha per (70% of value) and theni overseeing their ranch) and
Moxos 8,400 23,300 0.4 head) and subject to for land & imiiprovement urban residence (for securing
Yacuma 9,000 24,300 0.4 economies of scale (access (30%). tlhe necessary infonrattion,
Mamore 3,000 14,700 0.2 to credit, breeding, and * Sales between credit, and marketing contacts).
ltenez 9,500 26,500 0.4 marketing). ranchers is common in * Capalaces live relatively

Subtotal: 45,700 111,100 0.4 * In the Beni natural Beni and Santa Cniz, well for rural standards, as their
savannas there are about but rare in the Chaco & families are oflen taken care of

Chaco Plains 4,000 ranches, with about No. La Paz, as the latter by the rancher (patron).
Santa Cruz (Cordillera) 30,000 76,200 0.4 2.6 million head, occupying regions are too isolated * Peones are usually
Chuquisaca (L. Calvo) 12,000 13,200 0.9 about 10 to 12 million ha and demand is severely assigned a small parcel within
H. Siles 27,000 5,400 5.0 (avg. ranch:4 to 5,000 ha). constraint. the ranch for subsistence crops

Subtotal: 69,000 94,800 0.7 * Beni ranclies hire some * Some Guarani (rice, yucca, bananas, maize).
15,000 peons on a perm. comin. have bought Given tlie isolalion of rancling

Eastern Santa Cruz live-in basis and a larger land from ranchers in activity, most peons have little
Guarayos 10,000 29,400 0.3 number of seasonal (6 the Chaco, with NGO or no access to social services.
Velasco 27,000 45,400 0.6 months) mostly indigenous support. Oflen the patron is their only
A. Sandoval 7,000 22,000 0.3 workers for fixing * Sharecrop channel to the urban economy.
Chiquitos 20,000 26,900 0.7 infrastructure, etc. contracts in Beni and * Seasonal workers usually
G. Busch 7,000 16,700 0.4 * In Santa Cruz, there are Santa Cruz are common live in nearby comm. (mostly

Subtotal: 71,000 140,400 0.5 more small (<300 head) and when an urban investor indigenous groups) and
mediumii (300 - 800 head) (that is, with access to cultivate Ilie same subs. crops,

Northern La Paz ranches. Thlese have 700,000 credit) wanits to buy raise a few animals, and earn
F. Tamayo 18,000 3,600 5.0 and 350,000 head. cattle and enter into an their cash incomes from the

* In the Chaco region, agreement with a ranch ($100 a month plus
TOTAL 203,700 349,900 0.6 there are sotme 800,000 head Capataz, Mozo tenant to lodging; food is often provided

in very large ranches raise the cattle. Output by rancher at cost).
(several thousand ha) that is shared at the end of
often have conflicts witli the season.
indigenous Guarani
community.



Table 5-10 (vi): Typology of Land( Tenure Systems'
Location Estimi. Est. Area Population

Dcpartment Popuilationb of Regionc' Density Land Tenure and
(Provinces) (sq kni) (per sq km) Titling Land Market Living Conditions

6) Independent "Commercial" Agricultural Farms in Various Regionsd
Santa Cruz" * Most of the Land values in the * Successful commercial
Soya Total 5,300 332,000 62.6 cominercial farms in Santa expansion region have farmers are among the wealthiest
Mennonites 3,785 120,000 31.7 Cruz are of recent increased dramatically in the members of Bolivian society.
Nationals 1,057 118,000 111.6 development, especially last 5-10 years. This is due to: * Many people have also
Brazilians 120 61,000 508.3 those devoted to soya, >Economic Stabilization became wealthy relatively quickly
Japanese 267 28,000 104.9 wheat, sunflower, and >14ligh Soya world prices through land speculation.
Ollter 71 5,000 70.4 sorghum. >Preferential entry to the * Santa Cruz holds much

Wheat Total 53,495 * Cotton and sugar cane Colombian Soya potential for economic growth by
Mennonites 30,980 are older commercial crops. market. resolving tenure insecurity issues
Nationals 11,343 * Most of the >Dev. of land-use plan and enforcing a land use plan
Japanese 9,157 development has taken >Eastern Lowlands Proj. (PLUS).
Brazilians 2,015 place in the expansion * This increased valuation * At the same time, it is

Maize Total 13,000 89,000 6.8 region (eastern Lowlands has lead to a frantic land imperative for the government to
Small 12,916 47,170 3.7 Project Area). Land uinder market for both productive implement effective cost-recovery
Medium 57 9,790 171.8 soya alone has grown in and speculative purposes. mechan. for infrast. investments,
Large 27 32,040 1,186.7 this region from 68,000 ha * The uncertainty so that wealth created with public

Sorgitinm Total 13,000 35,000 2.7 in 1991 to 222,000 ha in regarding tenure, ownership, resources is distributed equitably
(similar 1994. and tilling has led to reduced and rent-seeking is avoided.

distribution * Except for a few very valuation and lower * In order to promote greater
to Maize) 3,384 70,217 20.7 large farms (several investment. access to the growth potential of

Sugar Cane Total 2,719 17,510 6.4 thotisanid ha), most farmers * A rural cadastre coupled Santa Cruz for the country's poor
Small (<20 ha) 405 12,382 30.6 in this region suffer Irom with saneamiento and new an effective land settlement policy
Med. (20-50 ha) 260 40,325 155.1 tenuire insecurity, given the legislation on land property in the region must be implemented
Large (>50 ha) 400 24,000 60.0 proliferation of titles, rights are necessary for a as soon as possible.

Cotton Total overlapping claims, and transparent land market.
unclear parcel boundaries.

35,084 603,712 153 * Titling by itself is not
TOTAL guarantee of tenure

security.
* Execution of a rural
cadastre coupled with title
cleansing (saneamiento) is
imperative.
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Table 5-11: Titling Situation in Eight Selected Andean Provinces, 1995L
Entire La Paz Oruro Potosi Cochabamba

Variable Sample Camacho Munecas Saucari Carangas Linares Savedra Capinota Arque
Parcels Without Title 33.2 43.8 47.2 54.3 18.6 0.0 7.0 38.3 56.8

Parcels With Title 52.4 54.2 46.4 45.7 77.5 70.8 83.8 25.2 9.5
(%)

Titled and Registered 14.1 2.1 6.4 0.0 3.9 29.2 9.2 34.8 33.7
in DDRR (%)

Documentsb are on HH 47.1 62.5 52.8 54.3 73.6 13.9 38.0 44.3 26.3
Head or Spouse's Name
(%)

Documents on Some 48.0 35.4 47.2 10.9 24.1 86.1 62.0 46.1 59.0
Ancestor's Name (%)

Documentsb are on - 2.6 0.0 0.0 34.8 2.3 0.0 0.0 0.0 5.3
Community's Name (%)

Other (%/6) 2.3 2.1 0.0 0.0 0.0 0.0 0.0 9.6 9.4

Observations 912 48 265 46 129 72 142 115 95

Note: a. The results of this survey should be interpreted as case studies, rather than as representative of the region, as the sample for
the survey was carried out using a pre-defined set of stratification criteria to evaluate beneficiaries' perceptions of Fondo Inversion
Social (FIS)-financed projects; b. The questions regarding whose name appears on land ownership documents refer to any document
that the household had. These refer primarily to Agrarian Reform documentation (Auto de Vista, Sentencia, or Titulo Ejecutorial),
inheritance documentation, or private transfer documents (Minutas de Transferencia).
Source: 1995 Rural Household Survey carried out by UDAPSO.



Table 5-10 (vii): Typology or Land Tenure Systenhsa
|oute: a. Ihis typology of laid tcnure systems is based on M'1ufloz (1995). A descriptioni of the main characteristics of each type of syslcm is presenied in the text; b. TIhe population for each
region has been estimated 1rom the rural population (definilion: communities of less thant 2,000 people) of each province from the 1992 Ilopulation Census. These figures are only
approXilItate and should be interpreted as giving orders of niagrlutd tatliher Iltain acitial numbers. For the case of populatlion of indigenous groups, the soilice of data is the 1991 Inudigenous
C'ensus anid shoulld be intcipretcd witl caulitioni, shice Iltese figures arec cuirrenily iiider review by Illc Secre.tarial ol Indigeniotis All:airs. [Ihey do not ilcilide indigenous people living inl lowns
ol' o%cr 2.000. [Ihe Secretariat oilIndigetIouls Afiairs estimates that the itmber of indigenous pcople in the Amazoniiani 13asin. Eastern Lowlands, and Cliaco living in lowns of over 2,000
pCopIC is about 38,200. Ihus, the total of indigenous people in these regions is some 194,000 pcople; c. Figures for area of rcgion have been estimated froin the surface area of each
province, as reported by the 1992 Iloputlation Census, and haive been adIjusted to take into accounit thle lact thal in some provinces several types ot lenure systems coexist. Again, these are
only estimaites ItO give an idea ol the ordler of mauŽnitide of rural populiation density in each regiont. I lcy are not deliinitive figures; d. I[he sources Ior number of producers in Santa Cruz are
i itc views wilth (C.10 and techinicianis firom producers' associates. For cultivated area in 1994/95 Ilte source is CAO (1995). Figures for numiiber of producers are estimates only, since not all
producers are af-iliated to producers' associations, especially non-Bolivian groups-Mennonites in particular; e. Although commercial farmers exist throughout the country, particularly near
the maini urban centers and transportation infrastructure, in this table refereince is made only to Santa Cruz commercial farmers because more informalioni is available about them.
1Iuriltirinore, most of tIhc potcitial growth in cotunicrcial and coloniizatiott faritiuig in Bolivia is concentratcd in Santa Cruz.
Source: P'repared by the author with data from thc 1992 Popuilationi Census (INk), 1994 Indligenous Census, CAO, ANAI O, FEGASACRUZ, ADEPA, ICSC, OTAI, IROMASOR,

FEGABENI, Intervenciont Nacional CNRA-INC, and interviews by the author with numerous government and NCiO technicians throughout the country.
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Table 5-12: CNRA Allocations, by Type of Title Issued, 1978-89s.
Land Allocated (Thousand ha)

Department Arable Pastures Other"' TOTAL Individual Pro-Indiviso Collective Total
La Paz 281 976 208 1,465 12,868 35,856 5,923 54,64

7
(% of national) 21.5% 38.3% 55.0% 50.6% 49.5%

Oruro 105 884 293 1,282 269 6,488 1,526 8,283
(% of national) 18.8% 0.8% 9.9% 13.0% 7.5%

Potosi 129 315 32 476 2,460 11,196 942 14,59
8

(% of national) 7.0% 7.3% 17.2% 8.0% 13.2%

Chuquisaca 29 319 114 462 2,057 2,137 214 4,408
(% of national) 6.8% 6.1% 3.3% 1.8% 4.0%

Cochabamba 62 81 20 163 8,516 4,500 1,238 14,45
4

(% of national) 2.4% 25.4% 6.9% 12.3% 13 1%

Tarija 22 223 4 249 987 1,128 173 2,288
(% of national) 3.6% 2.9% 1.7% 1,5% 2.1%

Santa Cruz 618 1.343 18 1,979 5,985 3,636 1,327 10,94
8

(% of national) 29.0% 17.8% 5.6% 11.3% 9.9%

Beni 43 673 15 731 332 285 160 777
(% of national) 10.7% 1.0% 0.4% 1.4% 0.7%

Pando 6 9 1 16 89 11 2 102
(% of national) 0.2% 0.3% 0.0% 0.0% 0.1%

TOTAL 1,295 4,823 705 6,823 33,563 65,237 11,705 110,5
05

(% of national) 19.0 70.7% 10.3% 100.0% 100.0% 100.0% 100.0% 100.0

(% of titles) 30.4% 59.0% 10.6% 100.0

Note: a. These are preliminary figures only. Intervencion is in the process of reviewing and processing by computer their titling
data, so definitive figures will be available in the near future; b. The classification of type of land allocated was done fairly
arbitrarilv by CNRA, not according to some specific criteria of land use potential. In this case, "other" includes marginal lands,
forestry lands, schools, soccer fields, etc.
Source: Internencion Aacional CNAP-INC.
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Table 5-13: Tenure Problems and Conflict Resolution in Eight Selected Andean Provinces, 1995a
Entire La Paz Oruro Potosi Cochabamba

Variable Sample Camacho Munecas Saucari Carangas Linares Saavedra Capinota Arque
Proportion of farms 16.0 21.4 19.0 10.6 26.5 20.8 16.1 9.7 8.3
that have had some
tenure problem (%)
Out of which, the
problem was over:
Inheritance (%) 6.2 14.3 10.1 5.3 11.8 4.2 3.6 1.6 2.8
Parcel boundaries (%) 4.9 0.0 1.3 5.3 14.7 8.3 5.4 6.5 0.0
Other problems (%) 4.9 7.1 7.6 0.0 0.0 8.3 7.1 1.6 5.5
Problems was solved
with assistance from:
Communal leader(%) 89.5 92.9 89.9 94.7 82.4 79.2 85.7 96.8 91.6
Other authorityb (%) 3.4 0.0 5.1 0.0 5.9 0.0 7.2 1.6 2.8
Friends, felatives (%) 3.1 7.1 3.8 5.3 5.9 8.4 0.0 1.6 2.8
The problem was not 4.0 0.0 1.2 0.0 5.8 12.4 7.1 0.0 2.8
solved (%)
Observations 324 14 79 19 34 24 56 62 36

Note: a. The results of this survey should be interpreted as case studies, rather than as representative of the region, as the sample for the
survey as carried out using a pre-defined set of stratification criteria to evaluate beneficiaries' perceptions of Fondo de Inversion Social
(r.'IS)-finance projects. b. Includes policies, agrarian judge. agrarian reform officials, civil courts. etc.
Source: 1995 Rural Household Survey carried out by UDAPSO.
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Table 5-14: Household Characteristics by
Primary Language Spoken at Home in Eight Selected Andean Provinces, 1995^
Household Characteristic Aymara Quecha Spanish

Household size 4.7 4.5 4.4
(std. dev.) (1.72) (1.94) (1.64)

Age of HH head (yrs) 41.5 44.4 38.5
(std. dev.) (14.7) (14.2) (14.6)

Female HH head (%) 2.3 10.6 5.3

Years of schooling of HH head 5.1 3.4 6.7
(std. dev.) (3.3) (2.5) (3.3)

Annual per capita consumption (Bs.) 833 1,280 1,664
(std. dev.) (836) (1,195) (2,431)

Farm size (ha) 2.00 1.03 0.88
(std. dev.) (3.08) (2.47) (0.84)

Observations 88 217 19

Note: a. The results of this survey should be interpreted as case studies, rather than as representative of the
region, as the sample for the survey was carried out using a pre-defined set of stratifiation criteria to evaluate
beneficiaries' perceptions of Fondo de Inversion Social (FlS)-financed projects.
Source: 1995 Rural Household Survey carried out by UDAPSO.



Table 5-15 (i): Populations and Land Teiirc Claims of ln(ligenotis Peoples in the Amazon Basin, Eastern Lowlands, and Chaco
Indigenous Department (s) Number Titled Popul.' Untitled Popul.' Total Other Total Notes
People (Provinces) of Comm. Land Untitled Land b- Untitled Popul. in Popul.' Rural

(Ha) Land (Ha) Land Comm. Popul.'
Amazon Basin
Mojeflo Beni (Moxos) 37 17,976 4,089 27,599 3,936 8,025 S.D. Issued.

Beni (Marban) 35 6,034 879 24,381 3,682 4,561 Territories of
Beni(Cercado) 18 50 358 11,140 2,231 2,589 1,233,000ha
Beni (Yacuma) 1 5,000 1,458 1,458 352,000 ha
Beni (Mamore) 3 1,402 275 275 recognized.
Beni (Ballivian) 1 3,380 139 139
La Paz (S. Yungas) 1 5,000 69 69
Cbba (Carrasco) I 0 64 64

(Subtotal) 97 24,060 5,326 77,902 11,854 17,180 2,519 19,699
Movima Beni (Yacuma) 30 16,136 710 37,465 2,994 3,704 S.D. Issued.

Beni (Itenez) 1 7,000 1,527 1,527 Territory of
Beni (Mamore) 10 1,900 121 10,468 1,130 1,251 352,000 ha
Beni (Moxos) 6 0 652 652 recognized.
Beni (Marban) 3 4,900 439 439
Beni (Cercado) 3 437 101 5,100 233 334
Beni (Ballivian) 1 993 175 175
Cbba (Carrrasco) 1 300 61 61

(Subtotal) 55 26,466 2,634 58,233 5,509 8,143 0 8,143
Chiman Beni(Ballivian) 49 1,302 308 3,851 4,164 4,472 S.D. Issued.

Beni (Yacuma) 10 200 536 536 Territories of
Beni (Marban) I 0 116 116 1,233,000 ha
Beni (Moxos) I 0 31 31 352,000 ha.

(Subtotal) 60 1,302 308 4,051 4,Y16 5,124 783 5,907 392,220 ha
400,000 ha
recognized



Table 5-15 (ii): Populations and Land Tenure Claims of Indigenous Peoples in the Amazon Basin, Eastern Lowlands, and Chaco
Indigenous Department (s) Number Titled Popul. Untitled Popul. Total Other Total Notes

People (Provinces) of Comm. Land Untitled Land b. Untitled Popul. in Popul.' Rural
(Ha) Land (Ha) Land Comm. Popul.'

Amazon Basin
Itonamna Beni (Itenez) 19 325 84 12,807 2,094 2,178

Beni (Mamore) 6 3,100 1,802 4,470 349 2,151
(Subtotal) 25 3,425 1,886 18,277 2,443 4,329 761 5,090
Tacana LaPaz(iturralde) 18 7,300 1,207 36,494 951 2,158

Beni (BalliviAn) 10 5,000 234 10,908 672 906
Beni (Vaca Diez) 12 17,394 178 22,925 356 534
Beni (Cercado) I 10,000 75 75
Pando (N. Suarez) 2 20,000 2132 213
Pando (M. de Dios) 2 5,500 140 140
Pando (Manuripi) 1 3,000 78 78

(Subtotal) 46 29,694 1,619 108,827 2,485 4,104 954 5,058
Reyesano Beni (Ballivian) 22 16,342 1,502 13,960 1,470 2,972 1,146 4,118
Yuracard Cbba (Carrasco) 12 4,591 146 400 1,068 1,214 S.D. Issued.

Cbba (Chapare) 4 0 167 167 Territory of
Beni (Marban) 8 507 507 352,000 ha
Beni (Yacuma) 2 450 191 191 recognized.

(Subtotal) 26 4,591 146 850 1,933 2,079 1,254 3,333
Joaquiniano Beni (Mamore) 1 0 1,888 1,888 574 2,462
Guarayo Beni (Marban) 10 410 197 8,198 1,130 1,327

S Cruz(Guarayos) 8 15,550 1,247 1,700 4,617 5,864
(Subtotal) 18 15,960 1,444 9,898 5,747 7,191 44 7,233



Table 5-15 (iii): P'opulations and Land Tenure Claims of Indigenous Peoples in the Amazon Basin, Eastern Lowlands, and Chaco
Indigenious Department (s) Number titled Popul.' Untitled Popul.- Total Other Total Notes

People (Provinces) of Comm. Land Untitled Land b. Untitled Popul. in Popul."' Rural
(Ha) Land (Ha) Land Comm. Popul.'

Amazon Basin
Cavinello Beni (Ballivian) 14 98,157 968 968

Beni (Vaca Diez) 2 780 138 138
Beni (Yacuma) 1 600 36 36
Beni (Mamore) 1 700 28 28
Pando (M. de Dios) 1 13,000 280 280
Pando (Manuripi) 1 5,000 77 77

(Subtotal) 20 0 0 118,237 1,527 1,527 209 1,736
Mosetdn La Paz (S. Yungas) 3 8,000 250 20 724 974 S.D. Issued.

La Paz (Larecaja) 1 8,000 69 69 Territory of
Beni (Ballivian) 1 20,000 84 84 400,000 ha

(Subtotal) 5 8,000 250 28,020 877 1,127 50 1,177 recognized.
Loretano Beni (Marban) 1 5 46 46 1,060 1,106
Cayubaba Beni (Yacuma) 1 0 383 383 411 794
Chacobo Beni (Vaca Diez) 4 35,700 315 15,050 205 520 247 767
Baure Beni (Itenez) 1 1,500 22 22 568 590
Esse Elija- Pando (M. de Dios) 2 2,219 349 235 584
Chama
Canichana Beni (Cercado) I 1,000 392 392 191 583



Table 5-15 (iv): Populations and Land Tenure Claims or Indigenous Peoples in the Amazon Basin, Eastern Lowlands, and Chaco

Indigenous Department (s) Number titled Popui.' Untitled Popul.' Total Other Total Notes
People (Provinces) of Comm. Land Untitled Land b- Untitled Popul. in Popul.' Jtural

(Ha) Land (Ha) Land Comm. PopUl.a
Arnazon Basin
Siriono Beni (Cercado) I 0 429 469 0 419 S.D. Issued.

Territory of
80,000 ha
recognized.

Yaminahua Pando (N. Suarez) 1 1,800 160 160 0 161
Machineri Pando(N. SuArez) I 10,000 155 155 0 155
Yuki Cochabamba 0 138 138 S.D. Issued.

(Carrasco) Territory of
115,000 ha
recognized.

More Beni (mamor6) I 0 137 137 0 108
Araona La Paz (Iturralde I 0 80 80 10 90 S.D. Issued.

Territory of
92,000 ha
recognized.

Pacahura Beni (Vaca Diez) I 0 9 9 9 18
TOTAL Amazon Basin 676 169,969 18,453 474,008 41,220 59,673 9,360 69,033



Table 5-15 (v): Populations and Land Tenure Claims of Indigenous Peoples in the Amazon Basin, Eastern Lowlands, and Chaco
Indigenous Department (s) Number Tilled Popul."' Untitled Popul. 1 Total Other Total Notes

People (Provinces) of Comm. Land Untitled Land b. Untitled Popul. in Popul.' Rural
(Ha) Land (Ha) Land Comm. Popul.'

Easter Lowlands (Oriente)
Chiquitano Velasco 126 128,432 11,233 76,750 7,893 19,126

fJuflo de Chavez 72 150,676 6,797 68,124 2,745 9,542
A. Ibaffez 18 13,751 1,279 14,697 2,226 3,505
A. Sandoval 19 1,581 362 12,739 2,296 2,658
Chiquitos 29 45,605 1,417 32,797 1,079 2,496
Warnes 18 5,802 1,229 148 986 2,215
Ichilo 6 2,155 583 583
Others 4 3,600 32 3420 114 146

(Subtotal) 292 351,602 22,932 208,675 17,339 40,271 6,815 47,086
Guaranf A. lbaflez 10 7,221 715 502 240 955

Warnes 4 580 195 0 408 603
1Nuflo de Chavez 1 2,500 330 330
Sara 2 2,600 106 106

(Sub:otal) 17 7,801 910 5,602 1,084 1,994 0 1,994
Ayoreo G. Busch 3 1,592 588 400 0 588

Nutlo de Chavez 1 11,400 163 163
Chiquitos 3 2,200 6 16,618 111 117
Sara 1 0 45 45
Guarayos 2 200 16 3,550 17 33

(Subtotal) 10 15,392 818 20,568 128 946 0 946
TOTAl Oriente 319 374,795 24,660 234,845 18,551 43,211 6,815 50,026



Trable 5-15 (vi): Populations and Land Tcnure Claims of Indligenioius Peoples in the Amazon Basin, Eastern Lowlands, and Chaco
Indigenous Department (s) Nuimber Titlc(d Popul. lJiitilled Popul.' Total Other Total Notes

People (Provinces) of Comin. Land Untitiiled Laiud b. Utiti(led Popul. in Popul.' Rural
(Ila) Land (lea) Land Comm. Popul.'

Chaco
Guarani S.C. (Cordillera) 119 218,976 13.829 92,843 7,094 20,923

Chuq. (Luis Calvo) 22 65,157 1,426 23,895 1,096 2,522
Chuq. (H. Siles) 16 2,100 284 35,670 1,017 1,301
Tarija (O'connor) 23 72,090 1,440 1,440
Tarija(Gran 12 19,213 479 460 560 1,039
Chaco)

(Subtotal) 192 305,446 16,018 224,958 11,207 27,225 7,705 34,930
Weenhayek Tarija (CGran 17 810 1,444 1,600 467 1,911 170 2,081 S.D. lssued.
(Mataco) Chaco) Territory of

195,639 ha
TOTAl. Chaco 209 306,256 17,462 226,558 11,674 29,136 7,875 37,011 recognized.
GRAND 'IOTAI Amazon Basin, 1,207 851,020 60,575 935,411 71,445 1321,020 24,050 156,070
Oriente and Chaco
Note: a. Thc 1994 Ildigenous Census has data from a community questionnairc, but not all mcinbers of onc community belong to the same ethinic group. Therefore, the data onpopulalion, based on the community questioninaire, for each ethnic group is only approximate. In addition, the Census also captured indigenous people who do not live in settledcommunities, so informiation about them conies fronit an individual qucstionnaire. The last column on total rural population presents the sum of both types of questionnaires. Furthermore,the Census did not include towns ofover 2,000 people. It is estimated that about 8,700 indigenous peoples in the Amazonia, 27,000 in tile "Oriente," and 2,500 in the Chaco live in townsof over 2,000 people (that is, urban).Therefore, the grand lotal of indigenous peoples in these three regions, both rural and urban, is in the vicinity of 194,000. b. Tlhe amount of land titledand untitled was obtained from the community questionnaire. These are only approximate figures, since land areas, even for titled parcels, are not known with much accuracy. T he columnof lJntitled Lanid includes only those lands that the communities declared they were currently occupying. It is definitiely not the amount of land that the ethnic group claims as theirtraditional territory. Only in the cases of ethnic groups whose land demands have been recognized by a Supreme Decrec, there is an estimate of the territorial area claimed (see Notes
column).
Souirce: Processed by the author with data from Sistema Nacional de Inforinaci6n Sobre Ptmcblos indigenas - Sccretaria de Asuntos Etnicos, wilh data from the 1994 Indigenous Census.
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Table 5-16: Indigenous Territories Recognized by Supreme Decree

Department Area Indigenous Decree No.
Name of Classified Area (Provinces) (hectares) Group(s) (Date)

1. Territorio lndigena del Pueblo Beni 80,000 Siriono 22609
(Cercado) (24/9/90)

2. Territorio Indigena - Parque Beni 1,233,000 Chiman 7401
Nacional Isiboro - Secure (hloxos) Mojeflo (22/11/65)

Cochabamba Yuracare 22610
(Chapare, Ayopaya) (24/9/90)

3. Territorio Indigena Multietnico Beni 352,000 Chiman 22611
(Bavallian, Mojel¶o (2419/90)
Yacuma) Yuracare

Movima

4. Area Indigena Chimanes Beni 392,220 Chiman 15585
(Ballivian, (27/6/78)
Yacuma) 22611

(24/9/90)

5. Territorio Indigena Araona La Paz 92,000 Araona 23108
(Iturralde) (9/4/92)

6. Reserva de la Biosfera - La Paz 400,000 Mosetdn 231 !0
Territorio Indigena Pilon - Lajas (S. Yungas, Chimrn (9/4/92)

Larecaja,
F. Tamayo
Beni (Ballivian)

7. Territorio Indigena Yuqui Cochabamnba 115,000 Yuqui 23111
(Carrasco) (9/4/92)

8. Territorio Indigena Chiquitano I Santa Cruz 34,634 Chiquitano 23112
(Nuflo de Chavez) (9/4/92)

9. Territorio Indigena Weenhayek Tarija 195,639 Mataco 23500
(Mataco) (Gran Chaco) (19/5/93)

TOTAL 2,894,493

Source: Subsecreraria de.4suntos Etnicos and Invervenczon Nacional CGRA-INC.



Table 5-17 (i): Bolivia: Rural Land values ini the carly to mid 1990s (US$ per hectare) '
Departmenit Regioln Type of Land Rain-fed Irrigated Forested Cleared Notes
(Province) (Altitude, Far ro-io Near iRoads Far from Ner Roads-

rainfall, Roads Roads
mmlyear)

La Paz
Mufiecas Chuma Arid highland $150-3O00 $300-S450 Sales market very thin

(3,750 m) valleys, Andean
600-1,000 mm) crops, cameloids.

Omasuyos Altiplano - Lakeshore plains, $5,000- High prices due to
Titicaca irrigated Andean $10,000 fragmentation and demand
(3,820 in) crops, vegetables. for tourism.
(450 - 700 mm)

F. Tamayo Apolo- Temperate, small $30 - i 01 i $5 - $10 Best crop land. Distant
Machariapo hills extensive pasture 1.nds.
(1,400 m) pasture lands.
(1,650 mm) Maize, cat ie raising.

N. Yungas Coroico 1lumid forest n S 1,090 - S3,000 - Prices varJ depending Oil
(1,730 m) steep hiilsides. 12,000C Si,(00 coca plantations, and forest
(1,200 - 1,600 Coffee. o-'r.aa, , cover.
rnim) bananas cove,

N. Yungas Caranasi ilki,id rivan- banks $,0 - $300 $l5O- sj00| Land sold in 10 to 12 ha
;600 ,nj CoffcZ. ctius .hWe. 1 parcels. Prices depend on
(1,40 - 1,900) coca and plantations.

S. Yungas Alto Be .,i Humid l;.rcA ai1- S2,uo- *4ul0 520:. -- ;4o, Lanwd sold in 12 to 15 ha
(400 m) (1,500. Rice, iiai .z, yixcca parceis. Prices depend on
2,000 nim) perennialN. roads and improvements.

Oruro
Carangas Altiplano-D-y Arid pasture plai-ias $20-$40 Ml3slly livestock raising.

(3,900 ni) (200- Sheeps, llamas, I Saces rnakel very thiin.
400 mm) alpacas, potatoes.

Avaroa Altiplano - Arid pasture plains. $100-$150 $?5u-$61t0 Sa es market betwecn
Poop6 (3,900 ni) Sheeps, llamas, i fasnily members- Some rent
(300-500 mm) alpacas, cattle, I and sharecropping.

potatoes.



Table 5-17 (ii): Bolivia: Rural Land values in the early to mid 1990s (US$ per hectare)
Department Region Type of Land Rain-fed Irrigated Notes

(Altitude, m.a.s.l.) (Crop of pasture use)
(Rainfall mm/year)

Potosi
Saavedra Quivincha Arid highland valleys. $150-$250 Sales market very thin, mostly between

(3,700-4,000 m) Potatoes, wheat, maize, community members.
(400-800.mm) quinoa.

Linares Miculpaya arid highlands valleys. $80 - $120 $150 -$250 Sales market very thin, mostly between
(3,700-4,00 m) Potatoes, wheat, maize, community members.
(400-800 mm) quinoa.

Nor Chichas Cotagaita 0 S. Juan del Oro Temperate arid valleys, some $950 - $1,550 Land values reflect recent investments in
irrigation land reclamation to rivers and irrigation

infrastructure.

Sur Chichas (2,700-3,000 m) Maize, potatoes, habas, Land values vary considerably due to
peaches. quality of pastures and proximity to

roads. Thin market.
M. Omiste (400-800 mm)
Chuquisaca
Nor Cinti Padcoyo Higland valleys. Maize, $200-$400 $I,000-$1,500 Thin markets due to isolation and limited

(3,500 m) barley, potatoes, wheat, to community members.
(350-700 mm) perennials.

ZudaAfez Northen Valleys Temperate arid'valleys, some S2,200-$3,000
irrigation.

Yamparaez (1,500-3,000 m) Potatoes, wheat, barkey,
vegetables.

Oropeza (450-900 mm)
Luis Calvo Chaco ( ,100 m) (600- Temperate dry forests, $5-$80 Land values vary considerably due to

1,100 mm) canyons. Maize, cattle quality of pastures and proximity to
raising. roads. Thin market.

Tarija
Mendez Central Valley Arid valleys and pastures, S300-$500 $1,500-S2,000 Considerable parcel fragmentation.

(1,800-2,000 m) irrigated. Vegetables, dairy. Family farms less than 5 ha.
(400 - 700 mm)

Mendez Upper valley - Cafla Cruz Semi-desert bushy valleys, $8,000- High prices due to plantatiions,
(2,800 m) irrigated. Peaches, potatoes, $10,000 fragmentation, irrigation, and peri-urban
(400-700 mm) maize, vegetables. uses.



Table 5-17 (iii): Bolivia: Rural Land valies in the early to mid 1990s (USS per hectare)

Deparlment Region Type of Land Terniperate Valleys and Hillsides Humid Valleys Notes
First Class Second Third Class Barbecho With coca

Class Forested and
plantations

Cochabamba
Cercado Central Valley Temperate irrigated $30,000 $10,000 - High prices

(2,500 m) valleys. - $50,000 $20,000 influenced by
(350-800 mm) urbanization-access

Quillacollo Vegerables, specialty to water a key
crops. Flowers, dairy. determinant.

Punata Upper Valley- Semi-arid valleys with $12,000 - $8,000 - $3,000 - Price, vary widely in
Punata (2,750 m) some irrigation, $15,000 $9,500 $4,000 upper valley. Land
(350-700 mm) potatoes, maize sold in 1/3 ha

alfalfa. parcels. Water rights
JordAn Upper valley -Cliza Semi-arid rain-fed S 10,000 - $7,000 - SI ,400 - rented $50 -$60 year

(2,750 m) valleys. Potatoes, $12,500 $8,300 $1,700 for 1 ha; sold for
(350-700 mm) maize wheat, alfalfa. $500 - $1000 for I

ha.
Arze Upper Valley Semi-arid rain fed $4,500 - $600 - $900 A 1/3 ha peaches

Tarata (2,750 m) valleys. Potatoes, $6,000 plantation in
(350-700 mm) maixe wheat, alfalfa. production sells for

Capinota Lower valley Irrigated valleys. $4,000 - $400 - $700 $10,000
(2,400 m) Vegetables, tubers. $6,000 approximately. Good
(350-650 mm) alluvial soils,

Tiraque Tiraque Irrigated hillsides, $1,500 - $900 - better than in upper
(3,200-3,700 m) secondary dry forests. $2,500 $1,500 valleys, but more
(500-700 mm) Potatoes, wheat, haba. distant to marketing

centers.
Chapare Parajti - Villa Very humid forest, $800 - $2,500 - Land sold by hectare.

Tunary (300 m) foot of Andean range. $1,000 $4,500 Near Villa Tunari,
(3,000-4,500 mm) Coca, citrus, bananas, even by sq mt.

pineapples.
Tiraque Shinahota - Very humid forest, $200 - $350 $1,200 - Land sold in 12 to 20

Chimore foot of Andean range. $1,500 ha parcels. Prices in
(230 m) Coca, citrus, bananas, Chapare vary widely
(2,500-4,000 mm) rice. due to poititical

Carrasco Very humid forest, conditions(over
foot of Andean range. time) and amount of
Coca, citrus, bananas, coca and fruit
rice. plantations

Carrasco Ivirgarzama Very humid forest, $100 - $200 $900 - (between parcels.)
(230 m) foot of Andean range. $1,200
(2,500-4,00 mm) Coca, citrus, bananas. __ _



Table 5-17 (iv): Bolivia: Rural Land values in the early to mid 1990s (US$ per hectare)
Department Region Type of Land Forested Cleared
(Province) (Altitude, m.a.s.l.) Far from Near Roads Far front Near Roads Notes

(Rainfall, mm/year) Roads Roads ____
Santa Cruz
Integrated Area
A. Ibanez (300 - 500 m) Flat, alluvial soils. $500 - Prices vary widely due to

sugar cane, cottoIl, $10,000 improvements and degrre of
dairy, cattle. urbanization

Warnes,e tc. (1,200 - 500 m)
Colonization Areas
Ichilo Yapacanl (400 mi) Fcot of Andean $10 - $20 $30 - $40 $50 - $100 Barbecito lands.

(1,900 - 2,100 mm) range. Rice, yuca, $300 - $450
fruits.

Ichilo Huayt(i (400 - 500 m) Foot of Andean $ 1 80 - $220 $180 - $220 Mechanized lands
(1,800 - 2,000 mm) range. Rice, yuca,

fruits.
Nuflo de Chavez San Julian Flat alluvial soils. $40 - $80 $40 - $80 Farms of 30 ha with forest

(250 - 300 m) soya, wheat, $250 - S400 and barbecho lands sell for
(1,400 - 1,700 mm) sunflower. $6,000 approximately.

Expansion Region (Eastern Lowlands) Barbecho lands
Nuflo de Chavez (250 - 300 m) Flat, alluvial soils. Mechanized lands

Soya, wheat,
sunflower.

Los Troncos (2,200- $150 - $250 $500 - $700
1,400 mm)
Pail6n (1,100-1,300 $4Q0 -$600 $800 -
mm) $1,000
Tres Cruces (900- $150-$250 $500-$700
1,100 mm)
South of railroad (800- $50 -$90 $400 - $500
1,000 mm)

Chaco
Cordillera Charagua $5 - $20 $50 - $90 Very thin market, mostly

ranchers to each other or to
indigenous communities.

Brazilian Border
G. Busch El Carmen (220 m) Humid low forests, SI0-$40 $30-$70 Very thin market, mostly

(900-1,400 mm) pasture plains. Maize, between ranchers or to
cattle raising. Brazilian investors.



Table 5-17 (v): Bolivia: Rural Land values in Ihe early to mni 1990s (USS per hectare)
Department Region Type of Land
(Province) (Altitude, m.a.s.l.) Far from Near Roads Far from near roads Notes

(Rainfall, mm/year) Roads roads
Bemi
Central plains
Cercado, Moxos, Savanna in center of Natural savannas $5 - $10 $35 - $50 70 percent of farm value is
Itenex Yucama department subject to annual from cattle and 30 percent

(130 to 200 m) flooding. from land. 5 ha per head on
Extensive cattle average.
raising.

Eastern Colonization region
BalliviAn Yucumo - San Borja Humid forest, plains, $15 - $25 $30- $45 Land sold in 25 ha parcels to

(400 m) rice, maize, yuca, new migrants.
(1,600 to 2, 400 mm) cudzy.

Cattle raising.
Northern Forests
Vaca Diez Riberalta Tall rain forest, small $2 - $5 For collection of Brazil nuts.

(200 m) hills. Collection of $5 - $7 For logging.
(1,600 to 2,200 mm) Brazil nuts, rubber

and logging
Pando
N. Suarez Cobija (260 m) Tall rain forest (30 to $2 - $5 $8 - $10 Cleared land for plantations.

(1,700 to 2,400 mm) 35 m), small hills (10
to 20 m). Nuts,
rubber, logging, some
cattle.

Madre de Dios P.G. Moreno - Loma Tall rain forest, small $2 - $5 $60 - $80 Prime cultivated pastures.
Alta hills.

F. Roman (200m) Collection of Brazil $5 - $7 For nuts or rubber collection.
(1,600 to 2,200 m) nuts, rubber and For collectiion of Brazil nuts.

logging. For logging
Note: a. LIand values in this table are approximate ranges in the last two to three years. 'rhey are prescintcd for comparative purposes only and should not be interpreted as definitive. b.
Lands in the Cochabamba valleys and hillsides are classified in three categories: (i) permanent irrigationi from reservoirs and wells; (ii) first priority irrigation during the rainy season b
danals; (iii) no irrigationi at all.
Source: Most data collected in the ficld by the author during 1992-95 from interviews with farmers, producerb' associations, peasanit organizations, newspapers, and governimient and NGO
technicians. Suppementary intormation from: 1995 Rural I tousehiold Survey (La PaL, Oruro, Potosi, Cochtobamba) carried out by UDAIPSO, unpublished 1994-1995 field data trom
CERES (Cochabamnba, hMorales et at. (1994, various regions), CIPCA (1994, Chaco), and FIDA ei al (1992, Chuquisaca; 1994, Potosl).
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Table 5-18: Evolution of Rural Land Values in the
Expansion Region of Santa Cruz, 1985-995 (USS per hectare)'

Year Region Forested Cleared Note
Far From Near Far From Near

Roads Roads Roads Roads
1985 LosTroncos S8-S10 S20-S25 Soyaprice: $130/MT
to Pailon

1987 Tres Cruces Soya price: S172/MT
South of Land clearing costs
Railroad S390 - S400 Iha.

1988 Los Troncos S40-$50 S450-S500 Soya price: S190/MT
to Pailon

1989 Tres Cruces
South of
Railroad

1990 Los Troncos
to Pailon

1991 Tres Cruces S20 - $25 S400 - S450 Boom starts among
South of Bolivian farmers.
Railroad

1992 Los Troncos
to Pailon

1993 Tres Cruces $25 - $30 S400 -450 Boom starts among
South of $30 - $40 $400 - 500 Brazilian investors.
Railroad

1994 Los Troncos $200 - $250 S600 -$650 Soya price: $160/MT
Pailon
Tres Cruces
South of
Railroad

1995 Los Troncos $100 -S150 S400 -S600 $800 -S900 Soya price: $155/MT
Pailon $500 -$700 $900- $1,000
Tres Cruces $50 - S90 Land clearing costs
South of S400- S600 $320 - $340 / ha.
Railroad

Note: a. Land values in this table are approximate ranges over the last tenyears. They are for comparative purposes only and should not be
interpreted as definitive.
Source: Interviews by the author with producers associations, farmers, private sector merchants, government and NGO technicians, and
from newspaper ads for various years.
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