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I ntroduction

With a population of eight million people, Baliviais the poorest country in South America, but since 1990 been
committed to a free-market economic system and has enjoyed eeven consecutive years of pogitive economic growth.
The economic reform program implemented in the past decade has enabled the government to keep the budget deficit
and inflation at historicaly low levels. With alow leve of indudridization, Boliviais dependent on imports, especidly of
capital and consumer goods, to meet it growth needs.

Agriculture is a booming sector, especidly in the Santa Cruz department. This rich-soil areais located on the eastern
dopes of the Andes. With abundant precipitation and excellent weether conditions year round, Santa Cruz has become
avery interesting opportunity for foreign investors. With around amillion hectares of soybean production, Bolivia has
become amajor exporter of soy products to its Andean neighbors. This trend should continue into the next century,
particularly since these exports are bolstered by regiona trade agreements.

Santa Cruz, Bolivid s agricultura power house, is undergoing severe financid troubles. Due to the 1999 drought, many
farmers did not produce what they expected and faced difficulties to meet their credit obligations with the financial
system. This problem did not get any better in 2000, of the 490,000 hectares planted, farmers lost about 80,000
hectares due to floods and about 270,000 hectares are serioudy affected.

Boalivian banks on the other hand do not know what to do with about 65,000 hectares they have foreclosed on. In
some cases banks are forcing farmers with good credit reputation to purchase some land, with preferentid interest
rates, as a condition to grant them new credit lines. Banks risk-rating system goesfrom 1 to 5 (1 being best), farmers
are rated between 3 and 5 meaning that the bank hasto put a side 20 to 100 percent of the capital just in case the loan
isnot paid.
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Situation and Outlook by Commodity Grouping

The following summary by mgor commodities is intended to provide agenerd overview of Bolivia s current agriculturd
gtuation.

Oilseeds
Soybean

Accounting for 27 percent of total exports, soybean is by far the most important crop in Bolivia. After adrought during
the last planting season (October - November 2000), by mid January floods washed crops awvay. Areaplanted in
2001 is around 490,000 hectares, but production is expected at 700,000 MT, 250,00 MT less than forecasted.

Bolivia consumes 220,000 metric tons of soybean, 100,000 metric tons are used for seeds and other uses and about
800,000 metric tons are processed into soybean med and oil. Soybean exports are around 200,000 metric tons and
soyoail exports are 560,000 metric tons, out of which 70 percent is sold to Peru, Colombiaand Chile and 30 percent is
shipped to Argentina for re-export. Soybean products account for about 35 percent of the Bolivian agriculturd
exports.

Sunflower

Sunflower production in Bolivia, specificdly in the Santa Cruz region, isawinter dternative for rotating summer crops
(soybean, corn, cotton, sorghum). With 80,000 hectares planted, production for CY 2001 isforecast at 75,000 MT, a
sharp reduction from 110,000 in 2000. Since sunflower is arotating crop, areaand production may vary sharply from
year to year depending on what farmers fed would give them higher returns on their investment.

Grains and Feeds

Wheat

Commercid production of whest in Bolivia takes place in the Santa Cruz region. Until 1999, whest was thought to be
the future star product in Bolivian agriculture, but lower than expected yields, about 0.95 MT tons per hectare, and low
prices have dampened farmers enthusasm. Area planted for 2001 is forecast at 35,0000 hectaresand production
about 25,000 MT (down from 120,000 in 1997). All thiswheet is milled and consumed in the same region, the rest of
the country depends mainly on imported wheat. Totd wheat consumption is about 480,000 MT. FHour consumptionin
Boliviafor CY 2001 isforecast at about 390,000 MT.

Rice
Ricein Baliviais produced on the low lands of the eastern dopes of the Andes during the summer planting season for

harvest on April/May. With aharvested area of 150,000 hectares and yields averaging 2.5 metric tons per hectare,
production for 2001 is estimated at 375,000 MT Due to alow per capita consumption, only about 24 kilograms per
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annum, Boliviadoes not normally need to import rice.
Corn

Y dlow corn consumption in Boliviais directly related to consumption of poultry meet, which is very low. Despite
greater demand and planting under contract with poultry producers, corn production is forecast a 300,000 MT in
2001, due to the floods, 380,000 less than the previous year. Corn growers have begun to sell their crop as soon as
they plant it, while others do not even plant without a contract. This rudimentary “futures market” transaction is helping
increase corn prices for growers and, at the same time, bringing prices down for poultry producers. Since
trangportation cods for imports are expensve into Balivia, internationd prices do not greetly affect fina prices of corn.

Cotton

Cotton production is forecast to increase at 10,000 MT in 2001, a sharp decrase from the forecasted 26,000MT. This
decrease is due to the floods that are currently affecting the low lands of Bolivia. Only 10 percent of the cotton
production is used localy, the rest is exported, mainly to Andean countries. Since the bilaterd agreement with Peru
grants duty free entrance to dmost dl Bolivian products, except processed soyail, about 75 percent of the Bolivian
cotton is exported to this neighbor.

Sugar

Boliviais expected to harvest 70,000 hectares of sugar cane during 2001. With average yidds a around 40 MT per
hectare, production is forecast at 250,000 MT for CY 2001. Sugar caneis mainly grown in the Santa Cruz region.
With four sugar mills with capacity to process 3.09 million metric tons of cane per year, Santa Cruz accounts for 84
percent of the country’s milling capacity. Most of the sugar production is for loca use, with per capita consumption of
23 kilograms per annum. Sugar exports have been increasing rapidly in the last few years. Boliviais expected to
maintain its sugar exports at about $20 million in 2001.

L ivestock

Beef

With anaiond herd of about 7.5 million head, that is dmost one beef anima per Bolivian, beef cattle productionisthe
second largest agricultura industry in Boliviaw Beef production for 2001 is estimated at about 190,000 MT carcass
weight basis. Except for smal quantities exported to Peru, most of the beef production is used in-country, which
explansthe reatively high per capita consumption of 16 kilograms per annum.

Caitle are mainly raised in the lower areas of the country in the Beni and Santa Cruz region. Because of its proximity to
Brazil, Balivid s cattle production is influenced grestly, both in management style and genetics, by itsneighbor. At least
75 percent of the cattle raised in Boliviaare Zebu breeds.

Dairy
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The nationa dairy herd is estimated at 180,000 head, of which only 65,000 head are dairy breeds and the rest are dud
purpose cattle. Fuid mild production is estimated at 170,000 MT for 2001. With only 24 kilograms a year, per capita
milk consumption is one of the lowest in the region, and far below FAO's minimum requirement of 120 kilograms per
annum.

Dairy cattle are mainly raised in the high plains of the Andes, in the Cochabamba and La Paz region. There are three
major processing plants. These former state-owned plants have recently been privatized. Thethree of them, La Paz
with a capacity of 30,000 kilograms per day, Cochabamba with a capacity of 150,000 kilograms per day and Santa
Cruz with a capacity of 250,000 kilograms per day are owned by the largest Peruvian milk processor, Gloria. The
total processing capacity in the country is about 460,000 kilograms per day, actua production is about one haf of that..

In an effort to increase milk consumption, the GOB has decreed a* pre-maternd and lactation subsidy” by which every
worker or worker’ swife is able to collect from their employer a*minimum wage’ vaue of dairy products for 20
months, beginning at the fourth month of pregnancy. The employing company is respongble for the purchase of the 55
dollar dairy basket from the processing plants. This program has produced a black market for dairy products, many
employers are buying back the products from their workers at alower price, as workers prefer to receive cash instead
of products. At the same time, processing plants have to compete to capture new companies to provide this service,
which has created a new source of corruption.

Poultry

The poultry industry islocated mainly in Santa Cruz and Cochabamba and is only aminor player in the Bolivian
agricultural sector. With a production of about 35 million chickens per year and 198 million table-eggs, Cochabamba
accounts for 63 percent and 32 percent, respectively, of the country’s production. Santa Cruz produces 16 million
chickens and 395 million table-eggs per year, accounting for 29 percent and 63 percent of the country’s production

respectively.

Because of beefslow cogt, Balivians have not developed amgor habit for consuming poultry meet. Per capita
consumption of chicken is about 14 kilograms per annum and table-egg consumption 86 units per annum. There are no
exports.

Coffee

Bolivia isexpected to harvest 18,000 MT of coffee during CY 2001 of which 6,000 MT isexported. Coffee only
acocounts for about three percent of Bolivian agriculturd exports. Coffee in Boliviais grown in the highlands on the
eastern dopes of the Andes Mountains. The area harvested is forecast at about 19,500 hectares for 2001, yields 910
kilograms per hectare.

Policy
The GOB has reduced its presence sgnificantly in the economy by “capitdizing” five of itslargest companies, and

privatized more than 55 smdler state-owned companies, including regiona dairies, taking in over $100 million. The
GOB seesits new role as a provider of generd guiddines and oversght of economic activity, leaving actua production
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to the private sector, while freeing public resources for education, hedlth, and infrastructure.

These market oriented policies have brought mgor changes to the agricultura sector, including land tenure, private
investment, foreign investment, opening of the market, private credit availability, and growth in production. These
changes have no had mgjor impact on the agricultura trade. U.S. agriculturd exports have fell from $26 millionin 1994
to $16 million in 2000.
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Country Data

Population: 7.98 million (1999 e<t.).
Population Growth Rate: 2.3 percent annually.
Area 1'098,581 square kilometers

Rdigions. Roman Catholic Church (80 percent), Evangelicd rdigions (10 percent), other Chrigian (10
percent).

Government System:  Republic, President eected by popular vote.
Languages. Spanish (officid) and Quechua, Aymara (highlands), Guarani
Unemployment: 11.4 percent (1997)

Underemployment: 25 percent

Adult illiteracy: 23 percent

Currency: Baliviano

Exchange rate: 6.54 Bs per dollar

Source: Agriculturd Secretary, Ministry of Economic Development
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