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Project Description/Activities

The Oficina del Artesano Microempresario will use $282,980 and mobilize $190,000 over two years to provide an integrated program of training, technical assistance and loans to 750 artisans in 250 shops who will form 18 pilot consortia in the cities of La Paz and El Alto and demonstrate the effectiveness of coordinated production and marketing as a development strategy for broad replication among the thousands of artisan shops in Bolivia.  The formation of Communal Artisan Shops (Talleres Artesanales Comunitarios; TAC) or consortia is a key strategy agreed on by artisans during participatory consultations realized in conjunction with the National Dialogue convened to define Bolivia’s Poverty Reduction Strategy.  The artisans consider the TAC's/consortia as a new form of organization for production and marketing intended for replication in all the major cities of Bolivia, making it possible to create jobs and improve incomes in the artisan sector.  The strategy of local consortia also intersects with the mandate for municipalities to invest resources in local production centered in products that use and bolster local identity as a market advantage.    

OFAMI’s primary purpose is to help business-oriented artisans think and act strategically in their businesses and to create the potential for strategic investment by municipalities and other Bolivian and international programs committed to supporting poverty reduction strategies.  Through this grant, OFAMI will first build a program in the municipality of El Alto where most of its associates live and work where it will assist artisans from scores of shops to form 18 consortia and create at least 250 new jobs.   Product lines selected for their development potential within a global economy include wood, leather, textiles, metal work, and clothes making.   The artisan consortia will also create products with local identity as a key element of municipal development strategies.

 OFAMI will implement two types of programs, one in training and technical assistance and the other in financial assistance; both aimed at forming and strengthening artisans consortia.  During the first three months of the project, OFAMI, in collaboration with the Artisan Coordination Group representing 17  production and marketing associations and some 500 individual shops, will identify and select eight potential consortia and design training programs specific to each one.  During this same period, OFAMI will define a management contract and select an experienced financial institution to operate a financial program capitalized with $130,000 in IAF funds, plus a minimum of $130,000 leveraged from other sources, to finance development plans defined by these consortia.

After the initial planning period, OFAMI will continue to operate both programs, expanding the total number of consortia to 18 by the end of the two-year period.  A three-person team supplemented with short-term consultants will provide training and technical assistance to improve production and business capacities at the level of each shop and of each consortium.  An important aspect of OFAMI’s human resources is that they are themselves Aymara artisans who can effectively assist other artisans in keeping with their sociocultural realities and tendencies.  Once a promising consortium is identified, OFAMI staff will assist participating shops to assess the quality and potential of specific products and the strengths and weaknesses of each shop to carry out different production and marketing tasks.  The shops will also define a common business strategy and plan as well as the role of each shop in that plan. OFAMI will then offer each consortium an average of 360 hours of training in administration, production techniques, credit and service programs, local economic development, and marketing opportunities in function of the specific plans adopted by a particular consortium.   OFAMI will also assist the shops and the consortia to keep records about their costs, products, and marketing and to continually assess these according to market opportunities. OFAMI will obtain additional funds for technical assistance and consultant fees from the Bolivian government’s Technical Assistance Service (SAT) and from the Development Promotion Offices of the municipalities of La Paz and El Alto according to working agreements with these institutions.

OFAMI will use $130,000 from the Inter-American Foundation and further cash ($150,000) and in-kind ($40,000) contributions from third parties and beneficiaries to establish an Artisan Enterprise Development Loan Fund (Fund).  The Fund will provide three kinds of financial assistance to individual consortia and shops: short-term production loans, seed capital, and guarantee funds.  Loans will be made to consortia and shops according to their development plans and the Fund’s capacity. 

The Fund will be managed by a third party mutually acceptable to the Foundation and OFAMI (Fund Administrator).  The party charged with Administration of the Fund will not be paid for its services using Foundation funds.  The Fund Administrator may receive payment for services using the interest generated through repayment of loans without raising the interest rate charged to borrowers.  The Fund shall be administered in keeping with the terms set forth below.  (See appendix to PAR)

Expected Outcomes or Results

Approximately 250 artisan shops with an average of four persons each will be the direct beneficiaries of this grant.   As the result of improved production, marketing, and management, individual artisans will increase their income by 25 percent, from an average of $94 to $116/month, over two years.  Each shop will create at least one new job.

Eighteen new organizations, known as Community Artisan Shops (Talleres Artesanales Comunitarios) will be created.  These TAC’s, also called consortia, will enable individual shops to increase their production efficiency, join efforts in finding and filling market niches, and provide solidarity guarantees to obtain credit and investment capital.   The experience of these TAC’s will prepare the groundwork for a more massive program with municipal and national level support intended to reverse the increasing impoverishment of thousands of artisans.

OFAMI will also work with government officials in the Vice Ministry for Microenterprise Development to define a legal framework needed to legalize artisan shops and microenterprises that make up 60% of the urban labor force in Bolivia.

GDF indicators relevant to this grant are job creation, income generation, application of knowledge and skills, management capacity, resource mobilization, and replication.

Partners

a) Grassroots Organizations

11 artisan associations that have, under OFAMI’s leadership, formed a Coordination Group and signed working agreements with OFAMI.  These are all the major artisan organizations in La Paz-El Alto plus one organization from Oruro.  They will assist in identifying potential consortia and disseminate information about OFAMI and about artisan development strategies. 

b) Public Sector Organizations

Servicio de Asesoria Tecnica (SAT) will provide technical assistance and training resources for specific programs designed by OFAMI and participating consortia.

Municipal Economic Development Offices in La Paz and El Alto.  Will provide 10 percent of operating costs and consultant fees for specific initiatives once IAF funds are assured and municipal operating plans can be adapted.

c) Private Sector

Non-profit.  Bolinvest Foundation.  Provides low-cost technical assistance for market studies and export market promotion.  Will have an inter-institutional agreement with OFAMI.  Support from Bolinvest will help attract other funding.

Project Feasibility

Organizational.  OFAMI as an organization has grown directly out of the consultative process supported by the IAF and convened by Inti Raymi Foundation and the Small-Scale Production Liaison Committee.  Given the large numbers and specializations of artisans in Bolivia and the custom of organizing in “gremios,” it was difficult to find an appropriate representative organization for this sector similar to CIOEC (rural enterprises), FENCOMIN (mining cooperatives), and FEBOPI (small and microenterprises).   As a result, the Liaison Committee identified a handful of individuals with broad knowledge and legitimacy among artisans and incorporated Jose Luis Fernandez into the Liaison Committee. 

One of the conclusions of the artisans who participated in the consultation process was that the sector needed its own technical assistance and training arm capable of providing services on a permanent basis according to priorities identified by the sector.  The artisans observed that there were virtually no effective training and technical assistance programs available to them.  The government’s Technical Assistance Service (SAT) was largely oriented to medium-size businesses and not structured to deal with the heterogeneity and sociocultural realities of the artisans.  Technical assistance available through NGO’s was highly localized and small-scale and often not really responsive to the artisans idiosyncracies and informality.  At the same time, the artisans recognized that if they did not learn to rise above these conditions, their small businesses were mostly not viable.

Over the nearly 10-month period of the consultation process, a group of artisans emerged around Fernandez with clear vision, ability to articulate the challenges facing the sector, and relative success and respect as artisan businessmen.  By the end of the consulta, they had decided to form OFAMI (Oficina del Artesano Microempresario) as a space that would begin to fill the voids detected in the sector.

This “ gang of four” began to work without pay and to find resources wherever available.  During the past year, they have managed approximately $150,000 obtained in pieces ranging from $1,000 to $30,000, mostly from two government programs, the Technical Assistance Service and the Municipal Office for Small Enterprises in El Alto.  These funds provided some of the support needed for training courses and artisan fairs.

Subsequently, the group identified a new but unoccupied building in the heart of La Paz’ market center.  They scraped together funds for a down payment on a four-room office and convinced four artisan federations to establish offices in the same building, creating a virtual artisan building that makes coordination and planning possible and lends a new identity to the sector.  Since the beginning of the year, OFAMI has drawn 17 artisan organizations based in La Paz and El Alto together to form the Coordinadora Institucional y de Concertacion de Organizaciones Artesanales.  The primary purpose of the Coordinadora is to debate and negotiate internal policies and practices, promote greater market competitivity within a development model that is equitable and sustainable.

In the last few weeks, OFAMI has attracted $80,000 in OAS funding as counterpart for this proposal.

OFAMI has applied for legal status and expects to obtain it within the next three months.

Financial.   OFAMI will also be able to stretch IAF funds by complementing them with support from SAT (see above and below) and the the Municipal Economic Development Offices of the cities of La Paz and El Alto that will provide 10% of the operating costs and consultant fees for projects financed through donor assistance.  Such contributions require investment by parties like the IAF and therefore do not themselves contribute to sustainability, but they do stretch the value and financial feasibility of the IAF grant during the grant period.

Technical.   The fundamental strategy being applied by OFAMI is to identify and support within the mass of artisans those that consider themselves microentreprenuers with a sense of market and business and a disposition towards innovation, but lack access to critical knowledge and capital and appreciate the potential for coordination.  A preliminary consultation with the federations and chambers linked in the Coordinating Group has identified 11 potential consortia, seven of them with an average of 15 associated shops and four with more than 100. 

Two “technical” alliances complement OFAMI’s own relations and knowledge of the sector.   The Servicio de Asesoria Tecnica (SAT) is a Bolivian government program that has recently been reoriented to serve small scale producers.  OFAMI has been given a slot on the SAT board and SAT’s mandate is to provide up to 70% of the training and technical assistance costs associated with specific activities.  The SAT will cover costs for specialized consultants to complement those provided directly by OFAMI.

Bolinvest Foundation was created under a USAID project to promote export development among micro and small enterprises in agriculture, agroindustry, wood products, nontraditional mining, and light industry.  OFAMI plans to use Bolinvest for marketing studies and technical assistance on exportable items.

Sustainability

The financial sustainability of OFAMI is hard to estimate.  At the moment, OFAMI insists on providing its services to artisans without charge or for very minimal contributions.  Given the poverty characteristic of their clients, this is understandable.   For the medium term, OFAMI expects to attract donor support.  My guess is that it will be successful in doing so in the context of the Poverty Reduction Strategy and with the increased attention being paid to microenterprises.  Already, the OAS has committed $80,000 over one year.

The sustainability of artisan producers is the whole reason for OFAMI’s existence and the decision to experiment with TAC’s is precisely an effort in the direction of competitiveness, proven ultimately by sustainability in the market.  There is little expectation that the grand mass of Bolivian artisans can be sustainable.  Rather, the strategy is to find some who have the right combination of talent and business sense and help them reach a scale and efficiency and position themselves in markets that enhance their viability.  The issues to be resolved span the entire range from materials and production to successful marketing.  

One of the greatest needs is for affordable credit.  Short-term interest rates in Bolivia are easily 30-50%, making it virtually impossible to grow a business.  There has been no long-term credit available because of the lack of collateral and the resistance of these producers to hock the few items they have.  However, under the EBRP there will be an increase in credit available through municipal and nongovernmental sources.   During the project, these will be used to expand the amount of credit, with IAF funds providing up to 40% of the total amount, 20% coming from the applicants, and the remaining 40% from third parties.  If these credits are paid appropriately, the creditworthiness of the borrowers will be well established, laying the groundwork for a self-sustaining credit program.

The sustainability of the TAC/cosortium as a model is the central hypothesis of the project.  Undoubtedly, there will be problems of coordination, decision-making and compliance to be overcome, and these may prove fateful.  Market sustainability is the final test.  The whole purpose of the consortia is to improve competitiveness/market sustainability.  Again, this is the central hypothesis of the project.    

Contextual Relevance

Artisan and microenterprise production involves 60% of the labor force in Bolivia and generates 45% of all national production.  The tendencies in the sector over the last decade include more hours in the average workweek, fewer producers able to cover their benefits and pension contributions and an increased percentage of informal operations, all signs of increasing impoverishment.    Two laws have been drafted—on the Promotion and Regulation of the Artisan Sector and on Incentives for Micro and Small Enterprises—however neither of them has been passed.  As a result artisan and microenterprise operations are not eligible for credit, social benefits, training programs or contracts with potential buyers.  

One of the components of the Poverty Reduction Strategy is promote artisan and microenterprise development aggressively, with an appropriate legal framework and training and credit programs.  The expectation is that in the near future there will be a more proactive program to support artisans and microenterprises.   Participation in the Consultative process and the National Dialogue and the emergence of OFAMI have given important segments of artisans a strategy and a plan of action, i.e., the bottom up formation of TAC/consortium which combines the individuality of the artisans and existing operations as the basis for a development strategy.  At the same time, the artisan to artisan identity of OFAMI makes this a solidly grassroots, self-help approach that artisans involved in the Consulta regard as more cost effective and relevant to their realities.

As the EBRP moves forward, resources will be invested through municipal governments and the Dirección Unico de Fondos.  Both sources place high priorities on microenterprise development, including artisan shops in this broad umbrella. 

IAF Program Fit

As noted, this proposal grew out of previous IAF support to increase grassroots participation and the inclusion of their tested ideas and possibilities in the EBRP.  More than any of the other processes that fed into the National Dialogue, the Consulta provided more than observations about problems and offered real directions towards solutions.  Within the groups represented in the Consulta, the artisans are the least institutionalized.  Unlike the other sectors (rural enterprises, mining cooperatives, small and microenterprises) that each have their national level organizations and technical assistance units, artisans belong to disparate associations that reflect their products or the materials they use.  Moreover, they are so numerous that their organizations tend to be regional.  In fact, although OFAMI aspires to have chapters in all the major cities of Bolivia, it is starting in the altiplano and first in El Alto.  They are Aymara leaders in predominantly Aymara populations, and will probably remain an altiplano operation.

One of the aims of the project is to further link the consortia with municipal local development strategies and investments.  The assumption is that there will be greater possibilities of collaboration between municipalities and consortia than individual shops.  The vision of the artisans is to portray El Alto as a center of well-organized artisan-microenterprise production rather than the chaotic place that it now is.

Summary of Issues

The success of this initiative depends on OFAMI’s ability to work effectively with selected consortia. One the one hand OFAMI is a new organization; however, OFAMI’s “cause” and key persons have an average of 15 years working as and with artisans.  During the consulta, they gained a perspective and contacts that virtually no one else in Bolivia can claim to have, i.e., the view of the artisan world from below and above.  

If OFAMI is successful, the grassroots artisan sector will have made a qualitative leap from being organized only as a disparate political force to having an internal technical/development component.  OFAMI is totally independent of the political forces in the sector. 

The terms of credit must still be defined.  They should be primarily for investment loans (infrastructure improvements, tools, light machines).  However, if the critical needs of a consortium include working capital, the best arrangement for covering these will be negotiated, whether direct credit or credit guarantees.

It will be important for OFAMI to work with specific agreements/contracts with beneficiary consortia and to begin to charge some small fees for its services.

The Evaluation Committee will review each project presented by a consortium for financial assistance.  A strong Evaluation Committee will make an important contribution to strengthening the capacity of OFAMI and collaborating artisan associations to plan sound projects and negotiate resources.

X. Recommendations

I recommend that the IAF provide OFAMI with the resources requested ($282,980) to set up a technical assistance and training program and a loan program, the latter using IAF funds to leverage matching credit funds from other sources and provide working and investment capital to improve the business and marketing capacities of 18 consortia of artisan shops.
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Suggested Guidelines for Operation of Credit Fund within the Grant

1. OFAMI will develop and present to the Inter-American Foundation for its approval written procedures and instructions for the submission and review of loan applications and proposals to the Artisan Enterprise Development Loan Fund (Fund).  No loan shall be made from the Fund unless appropriate cash contributions are guaranteed. 

2. All loan applications will be reviewed and deliberated at regularly scheduled meetings of an Evaluation Committee comprised of one representative of OFAMI, two representatives of the Artisan Coordination Group, a representative of the Liaison Committee (Comité de Enlace) and two external representatives from entities deemed appropriate by OFAMI and the Foundation.  OFAMI will provide the Foundation with a complete list of members of the Evaluation Committee.  Throughout the term of this Agreement, OFAMI will maintain a list of members of the Evaluation Committee including the name, address, telephone number, and organizational affiliation of each member.  Changes to the membership of the Evaluation Committee shall not take place notification to the Foundation.  If any member of the Evaluation Committee is unable to attend a scheduled meeting, communication with that member may be accomplished telephonically or through facsimile transmission.  OFAMI shall maintain written minutes of all scheduled meetings of the Evaluation Committee and shall submit these to the IAF as attachments to its Programmatic Report or as otherwise requested by the Foundation.

3. Upon approval by the Evaluation Committee, OFAMI will refer the appropriate documentation to the Fund Administrator for review and approval according to the terms of the management agreement between OFAMI and the Administrator.  If the Administrator’s review is favorable, OFAMI will prepare a formal written agreement with loan recipients and will authorize the Administrator to use the approved amount from Foundation funds committed to the Artisan Enterprise Development Loan Fund. The loan agreements between OFAMI and the recipients will be complemented by any agreements required between the Fund Administrator and the recipient.  

4. The agreements between OFAMI and the credit recipients shall contain, at a minimum, the following: 

a. Signature(s) of the authorized representative(s) of the loan recipient, 

b. Name and address of the loan recipient, 

c. Name(s) of the individual(s) responsible for the loan activities and their administration, 

d. Starting and termination dates of the loan, 

e. Budget specifying the items to be financed,

f. Schedule for presentation of progress and financial reports by the loan recipient, 

g. the terms and conditions for loan repayment, including interest rates.  

h. An attached detailed description of the loan activities as approved by the Evaluation Committee for use in monitoring and reporting on the progress of the activities financed with the loan.  No changes to the terms and conditions of the loan agreement or the attached description of activities shall be made without the prior written approval of the Evaluation Committee.

5. Loans from the Artisan Enterprise Development Loan Fund shall only be provided to organizations having legal status or that will make best efforts to obtain legal status as a condition of their loan agreements. 

6. OFAMI shall visit the site of loan proposals for purposes of applicant evaluation prior to the approval of a loan.  The party who carries out any such pre-approval site visit shall maintain written records of the visit.

7. OFAMI shall monitor the activities of loan recipients to determine whether the terms and conditions of each loan agreement are being observed.  Should this monitoring reveal significant problems relating to the use of loan funds, the matter shall be referred to the Evaluation Committee.

OFAMI agrees:


1. To leverage the local currency equivalent of US$156,000 in cash and US$30,000 in in-kind contributions for project supported from the Loan Fund.

2. To ensure that no single organization receives more than $30,000 in Foundation funds during the period covered by this grant.

3. To ensure that IAF funds are used to cover no more than 40% of the total amount borrowed.

4.      To collaborate with applicants and credit specialists to determine the appropriate use of funds in a particular case, whether as credit or credit guarantees.

5. To ensure that funds shall be provided to loan recipients only after the execution of a formal written agreement between OFAMI and the loan recipient.

6. To meet with each loan recipient to explain the terms and conditions of the loan and maintain written records of such meetings.

7. To make best efforts to ensure that grant and loan recipients regularly provide to OFAMI written financial and progress reports describing in detail their use of resources received from Artisan Enterprise Development Loan Fund.  Guidelines for these reports shall be included in the formal written agreement executed by OFAMI and the loan recipient.  OFAMI shall provide a summary of these reports to the Evaluation Committee using a pre-established format.  OFAMI will include copies of these summaries in its Programmatic Reports to the Foundation.  

8. To make best efforts to ensure that loan recipients establish and maintain separate financial accounts and records for loans.

9. To maintain files of all loan agreements executed by OFAMI.

10. To maintain written minutes of all meetings of the Evaluation Committee referred to above.

The Fund Administrator will be responsible under a management contract with OFAMI:

1. To analyze the technical merits of the credit applications referred by OFAMI with the recommendation of the Evaluation Committee.

2. To provide loans to applicants recommended by the Evaluation Committee and by its own analysts.

3. To negotiate with OFAMI the most appropriate terms of credit for the particular case.  Foundation funds may be used as seed capital up to 40% of the cash value of the loan or to guarantee larger amounts of credit provided from other sources.

4. To maintain accurate, up‑to‑date, and readily separable financial records on all loans made by OFAMI from the Artisan Enterprise Development Loan Fund.

5. To make available for inspection by independent auditors selected by the Foundation, the financial records on loans made from the Artisan Enterprise Development Loan Fund.

6. To provide OFAMI with semi-annually written reports on the administration of the Fund and the disbursements and collections made through it.
