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I. Project/Program Description:   

 

Due to low economic output and high dependency on agriculture, Bolivia is one of the most 

vulnerable countries in Latin America and the Caribbean (LAC) to climate change.
1
 As one of the 

poorest countries in LAC, it lacks sufficient resources to make investments that will allow the 

country to adapt to climate change. In 2012, its gross domestic product (GDP) per capita was 

$2,576.
2
 On top of its economic vulnerability, Bolivia is projected to experience changes in 

precipitation patterns and increased frequency of extreme events.
3
 Increased variability of water 

supply – due to changes in precipitation patterns and the shrinking of Andean glaciers – will have a 

severe impact on the country’s rural population, who are particularly dependent on agriculture.  

 

There are three primary challenges that have prevented private-sector investment in climate change 

resilient technologies to improve the productivity of small and medium sized farmers in Bolivia. 

First, it is difficult for farmers to access formal credit in Bolivia; the private sector loan to GDP 

ratio is 39%, which is well below the regional average.
4
 This financing gap disproportionately 

affects the country’s small and medium-sized enterprises (SMEs) and their ability to access the 

formal financial system. Second, climate change resiliency investments have high up-front costs 

and long pay-back periods, which make them particularly difficult to finance. Third, many 

financial intermediaries (FIs) and farmers lack understanding of climate change related threats and 

the technical expertise to adapt to climate change.  

 

The project will address identified financial barriers by supporting an FI in developing new 

financial products that will offer adequate financing conditions (i.e. longer tenor, improved cost of 

lending, and lower collateral requirements) for Bolivian farmers investing in adaptation 

                                                           
1 Oxfam 2009.  
2 World Bank 2014. 
3 Bolivia SPCR 2011. 
4 IMF 2012 
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technologies. PPCR concessional resources will be critical to addressing cost and risk barriers for 

first-moving FIs, and will help demonstrate the financial viability of adaptation investments. Given 

the longer payback period of investments in climate resilient technologies, such concessional terms 

are necessary. Providing longer-term credit will have the added benefit of improving the 

creditworthiness of sub-borrowers. 

 

In order to address technical capacity gaps, the financing component will be complemented by 

US$1 million in technical assistance to assist both the FI and their clients. Resources will come 

from the IDB and potentially other donors such as the Nordic Development Fund (NDF). For 

example, the Biodiversity and Ecosystem Services Program of the IDB supports consulting 

services for FIs to execute market studies in order to develop new, environmentally-friendly credit 

lines. A market study will help the partner FI to develop new financial products and market these 

products to existing and prospective clients. Technical assistance will also be provided to support 

training to help farmers install, operate, and maintain the new technology purchased. Capacity 

building will ensure the long-term sustainability of the project. 
 

The financial structure of the proposed project is: US$5 million PPCR concessional financing; 

US$20 million of debt provided by the IDB’s Structured and Corporate Finance Division;  up to 

US$25 million of co-financing from the FI participating in the project; and US$1 million in 

technical assistance from a variety of sources. This financing will support the following 

investments in climate change resiliency: 

 Water efficiency: installation and maintenance of water efficient irrigation systems (i.e. drip 

irrigation), water harvesting, water storage structures, and diversification from conventional 

to drought resistant crops. 

 Flood protection: construction of dykes and retention ponds, improved watershed 

management, and implementation of early warning systems. 

 Potentially other identified resiliency investments such as technology upgrades in 

processing facilities, changing to drought resilient crops, and others, according to regional 

needs.  

 

The IDB is in advanced stages of negotiations with some large FIs in Bolivia and draft term sheets 

have already been shared. One of the FIs, Banco Nacional, is the largest provider of agricultural 

lending for SMEs in Bolivia with a portfolio of about US$56 million in agriculture.  Large 

commercial banks, such as Banco Nacional, are exceptionally well positioned to reach scale, 

leverage their networks, mobilize partners, and develop the financing products to unlock adaptation 

finance. This is expected to achieve large scale lending to Bolivian farmers and create 

demonstration effects and replication potential, given the FIs’ broad presence and capillarity.   
 

 

$25 million in 
debt 

 

Technical assistance to FI and 
farmer clients 

 
  

  
 

$50 million in debt 

Figure 1: Project Structure 

FI 
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II. Context and market:  
 

The Bolivian economy is heavily dependent on agriculture, as more than 30% of the economically 

active population works in the sector. This dependency is even greater amongst a number of 

vulnerable groups, including indigenous people and women. Changing precipitation patterns and 

the availability of water as a result of climate change are substantial threats to agricultural 

productivity, the country’s food security, and the livelihoods of vulnerable groups. Use of irrigation 

– and thus the improved ability to withstand droughts brought on by climate change – is low, as 

only 10% of cultivated area is irrigated.
5
  

 

However, three obstacles reduce investment in climate change adaptation measures. First, both 

agribusinesses and SMEs in Bolivia lack access to finance – one study estimated that the financing 

gap for SMEs was $US1.3 billion.
6
 In 2010, a survey by Bolivia’s Instituto Nacional de Estadistica 

showed that only around 20% of SMEs had access to formal credit. The main constraints for 

financing were inflexible credit conditions and lack of collateral and guarantees.
7
 The Supervisory 

Authority for the Financial System in Bolivia estimates that the agricultural sector requires US$1 

billion in order to bridge the gap in the financing demand. As of June 2012, the Bolivian banking 

system had provided US$7.4 billion in funding to the private sector, of which only US$388 million 

was directed to the agribusiness sector (5.22% of loan portfolio of the Bolivian banking system). 

While the number of loans provided to this sector has been growing steadily in the past years 

(53.7% since 2009) there is still an unmet demand in the sector.8
 

 

Second, investments in climate change adaptation technology have characteristics that make them 

difficult to support with commercial finance. There are high up-front costs involved in investing in 

water-efficient irrigation or flood protection, for example. These large initial costs are difficult to 

finance given that returns from such investments are often spread out over many years, with long 

pay-back periods. 

 

Third, there is a lack of experience amongst local FIs and farmers with climate change adaptation 

investments. As such, the business case for investments in water efficient and other climate-

resilient investments is not well developed. FIs lack experience in providing credit for these 

investments and financial products that are tailored to the needs of sub-borrowers. In the majority 

of cases, farmers do not have adequate technical experience in installing or maintaining water-

efficient technology, for example. 

 

The project will target two different agro-ecological regions in Bolivia that are especially 

vulnerable to climate change as identified by the Bolivian SPCR: the Andean Altiplano and the Rio 

Grande basin. In the arid Andean Highlands, agricultural production is confronted with water 

scarcity due to erratic rainfall and low efficiency in traditional irrigation systems. Climate 

projections indicate that water scarcity will likely increase due to climate change. Therefore, the 

main potential climate resilience investment type is increasing the cropping area under optimal 

                                                           
5 Bolivia SPCR 2011. 
6 Based on data of Autoridad de Supervisión del Sistema Financiero (ASFI) – ASFI. 
7 Instituto Nacional de Estadistica (INE), “Encuesta a las Micro y Pequeñas Empresas”, 2010. 
http://www.ine.gob.bo/pdf/mypes2010/MYPES2.pdf 
8 Market Study on Bolivian agribusiness sector performed by Camara Agropecuria del Oriente in December 
2012.  
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irrigation (new irrigation technologies). In mid- and low-elevation sub-basins of the Rio Grande, 

investments will be aimed at increasing the resilience of agricultural production by water 

management systems that help manage both increased incidence of heavy rainfall and shorter rainy 

seasons that begin later in the year. Combined irrigation, water harvesting, and/or flood protection 

technologies will be targeted here.  

 

The project is complementary to an IDB project for agricultural insurance that was endorsed by the 

PPCR expert group. Agricultural insurance has traditionally been absent in the country, limiting 

producers’ ability to cope with extreme events associated with climate change. The combination of 

adaptation lending and agricultural insurance will reinforce adaptive capacity of Bolivian farmers 

and improve their ability to access credit. 

 

The project will contribute to the three components of the SPCR of Bolivia: i) increase resilience to 

climate change of production systems, ecosystems and prioritized settlements; ii) generate results 

and lessons learned from planning, designing and implementing of integrated investments that 

improve climate resilience for setting; and iii) adjust national standards for public planning and 

investment. The project also addresses key climate threats described by the Bolivia SPCR, 

including: increased frequency and intensity of extreme weather events and the predicted increase 

of water scarcity. 

In order to align with PPCR objectives, the expected project results and indicators follow core 

indicators from the PPCR Monitoring and Reporting Toolkit: 

 PPCR Core Indicator 3 – Quality and extent to which climate responsive 

instruments/investment models are developed and tested. The project will contribute to this 

indicator by designing and implementing a financing instrument for investments in climate 

change resiliency. 

 PPCR Core Indicator 4 – Extent to which vulnerable households, communities, businesses, and 

public sector services use improved PPCR supported tools, instruments, strategies, and 

activities to respond to climate variability or climate change. The project will contribute to this 

indicator by supporting vulnerable businesses that lack access to credit to use PPCR supported 

investments. 

 PPCR Core Indicator 5 – Number of people supported by the PPCR to cope with the effects of 

climate change. The project will contribute to this objective by supporting farmers to improve 

their ability to adapt to climate change. 
 

The project also aligns with two priorities of Bolivia’s National Mechanism for Adaptation to 

Climate Change: food security and risk management for human settlements.  
 

III. Project description and Innovation: 

 

a. Project Description – The project’s primary objective is to facilitate investment in 

climate resilient technologies to improve the productivity of small and medium 

sized farmers. The project will achieve this objective through four coordinated 

activities: i) US$5 million in subordinated debt or guarantee for an FI; ii) US$20 

million in IDB debt for an FI; iii) up to US$25 million of the FI’s own co-financing; 
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and iv) US$1 million in technical assistance for FI and the sub-borrowers of the FI. 

Please see section I above for a full description.  

b. Innovation – The project is innovative in two ways. 

i. Increase access to finance: SMEs in Bolivia lack access to the long-term 

finance needed to invest in climate change resilience. The resilient 

technologies and techniques have up-front costs that are difficult to finance 

with available credit opportunities. By providing loans under more favorable 

terms, the PPCR project will allow the FI to extend credit to producers that 

are currently unable to access long-term finance. This also improves the 

inclusivity of the project as these producers will improve their 

creditworthiness for future loans. 

ii. Introduce new technologies: The innovative adaptation technologies 

supported under the project have low penetration in the Bolivian market. 

Drip irrigation, for instance, is not commonly used amongst small and 

medium-sized producers. Introducing new technologies and techniques 

amongst the FI’s clients will prove the viability of such investments and 

encourage adoption amongst other farmers. 

c. Technology, Product, and/or Business Model: The technologies and products 

being introduced include the following: technologies that improve water use for 

irrigation (drip irrigation, water harvesting, and water storage structures); 

technologies for flood protection (dykes, retention ponds, and watershed 

management combined with improved soil management such as terracing and 

windbreaks); resiliency investments at the processing stage (improved insulation, 

water saving technologies, etc.); and drought resistant crops (i.e. chia and quinoa). 

Some of these products (such as quinoa) have been proven commercially viable in 

Bolivia. Others, such as drip irrigation, have very low penetration in Bolivia, but are 

commercially successful in other geographies. The business rationale for such 

investments is that they will allow producers to increase agricultural productivity in 

spite of climate change threats. 

d. Sustainability of intended results: The project is designed to ensure technical and 

financial sustainability. As described above, the technologies and techniques 

supported by the project have low penetration amongst the target beneficiaries. As 

such, the technical assistance provided through the project is critical to increasing 

the sustainability of the project. Training, provided by local partners, will ensure 

that beneficiaries have the skills needed to implement and maintain investments and 

practices. Financial sustainability is also an important outcome of the project. As the 

investments supported by this project will be financed through reimbursable credit 

lines, the partner FI has an incentive to only provide credit to producers that will pay 

back their loans. By demonstrating the business case for adaptation investments, the 

project will catalyze future investments by farmers outside of the direct scope of the 

project. Additionally, financial sustainability will be ensured by improving the 

creditworthiness of beneficiaries and increasing their ability to access credit in the 

future. For these reasons, it is expected that the investments supported by the project 

will be sustained by the direct beneficiaries and be adopted by farmers not involved 

in the project. 
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IV. Inclusivity:  
 

The project is intentionally designed to increase financial inclusion for small and medium-sized 

producers who have traditionally struggled to access formal finance in Bolivia. Women are also 

excluded from access to formal finance, which is particularly problematic as women are more 

dependent than men on the agricultural sector. The project will intentionally target both of these 

groups and increase their financial inclusion. To quantify and identify social benefits as a co-

benefit of climate adaptation investments, the project team will apply a “shared-value” 

methodology used by the IDB.
9
 The project team will explore how and to what extent business and 

job opportunities can be generated for women and other vulnerable groups. Indicators that track the 

project’s impact will be disaggregated by gender.  

 

V. Financial Plan (Indicative): 

 

Source of Funding 

(by type of instrument, equity, 

debt, guarantee, grants, credit 

lines, etc.) 

Amount (USD million)
10

 Percentage 

(%) 

PPCR (loan/guarantee) 5 10% 

IDB (loan) 20 39% 

FI co-financing  25 49% 

IDB/NDF (grant) 1 2% 

TOTAL 51 100% 

 

VI. Expected Results and Indicators: 
 

Indicator(s) Expected Result(s) 

PPCR Core Indicator 3 – Development of Climate Responsive Instruments 

Local FIs that provide credit under this 

project 

1 

Investments to improve resiliency of 

producers
11

 

$50 million 

PPCR Core Indicator 4 - Improved Tools and Strategies for Vulnerable Groups 

Financial products created to support 

climate-resilient investments 

2 

Small and medium-sized farmers that 

receive technical assistance and financing 

through the project 

1,250
12

 

                                                           
9 The shared-value methodology used by the IDB aims to identify private investment opportunities that also 
have social benefits. To learn more, please see: http://www.iadb.org/en/structured-and-corporate-
finance/creating-shared-value,7509.html 
10 IDB and FI’s own funding amounts are estimates based on preliminary discussions with FIs. These estimates 
assume that Banco Nacional is the partner FI. These figures could change based on further negotiations, due 
diligence, and whether Banco Nacional or another bank is selected. 
11 Resiliency investments described in section 1. 
12 Target number of SMEs is based on estimated sub-loan size of approximately $40,000 per SME. 
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Local FIs that receive technical assistance 

through the project 

1 

PPCR Core Indicator 5 –Number of People Supported by PPCR 

Cultivated hectares with climate resilient 

technologies (hectares of cropping area 

under improved water management – 

drought or flood resilience) 

10,000
13

 

Percent of female operated SMEs financed  Target TBD based on 

communication with partner FI 

 

VII. Implementation Arrangements and Feasibility:  
 

IDB is in an advanced stage of negotiations with FIs, and draft term sheets have already been 

shared. One of the FIs, Banco Nacional, is one of the largest FIs in Bolivia and has a portfolio 

of about US$56 million in agriculture (7% of total portfolio), the largest in Bolivia. The bank 

has a strategic focus on increasing its SME lending, which already accounts for 55% of its 

portfolio and 68% within its agriculture portfolio. The agriculture and livestock sectors are 

covered in Banco Nacional’s local hubs in Santa Cruz, Cochabamba, Oruro, and Bermejo with 

respective sub branches, and its headquarters' office in La Paz, covering the selected primary 

project areas. This FI is therefore well-placed to reach a large number of agricultural producers 

and achieve scale. There is strong interest in increasing credit for the proposed investments, but 

riskiness and lack of familiarity remain as barriers. Thus, the prospect of concessional PPCR 

funding would be instrumental in catalyzing this project. Once the PPCR Sub-Committee 

grants its eligibility, the project is expected to immediately move through the IDB approval 

process. It is expected that IDB approval would be achieved within 8 months of PPCR Sub-

Committee funding approval. 

 

In terms of the legal and regulatory framework in the country, there are no major barriers to the 

implementation of this project. The “Autoridad de Supervisión del Sistema Financiero” (ASFI) 

was established in 2009 to replace the "Superintendencia de Bancos y Entidades Financieras" 

which in turn has been the institution responsible for the regulation and supervision of the 

Financial System in Bolivia since 1928.  

 

VIII. Potential Risks and Mitigation Measures:  
 

There are a number of risks to the proposed project: i) partner FI’s experience with climate 

change adaptation; ii) sub-borrower exposure and interest in the proposed technologies; and iii) 

catastrophic climate events that could diminish sub-borrowers’ ability to repay loans. These 

risks are explicitly addressed in the design of the project.  

 

FIs have been selected based on their current lending portfolio to SMEs in the agricultural 

sector. Expanding their portfolio to smaller businesses will be an extension of their current 

business rather than an entirely new business model. The PPCR concessional financing or 

guarantee will partially safeguard the FI against losses associated with these new investments. 

                                                           
13 Target is based on typical regional investment cost of approximately $5,000 per hectare. 



8 
 

Additionally, the market study financed by the IDB will improve the FI’s ability to develop 

new products and identify sub-borrowers. 

 

The lack of sub-borrower experience and capacity with the proposed technologies will be 

addressed primarily through the technical assistance component of the project. Training will 

sensitize farmers to the benefits of the investments as well as ensuring adequate skills to install 

and maintain investments. 

 

The risk posed by harmful climate events will be reduced through the investments made under 

the project. Sub-borrowers will be more resilient to such events and better able to maintain 

agricultural productivity. This program therefore has the potential to reduce rather than 

increase the FI’s exposure to climate risk, as the agricultural operations of current clients 

become more resilient. Additionally, by potentially providing a guarantee, PPCR will reduce 

the FI’s exposure to this risk and enable the project to be successful even if a number of sub-

borrowers default. Furthermore, this project can leverage on the IDB micro-insurance project 

endorsed by the PPCR Committee, which aims at reducing small farmers’ vulnerability to 

climate change. 


