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FOREWORD 

During the pas t t h r e e y e a r s , a Mich igan S t a t e U n i v e r s i t y 
r e sea r ch team has conducted s t u d i e s of marke t ing systems in t h r e e 
L a t i n American communit ies . F i e l d r e sea r ch o p e r a t i o n s were car-
r i e d out in Puer to R ico in 1965-66 and in B o l i v i a and No r theas t 
B r a z i l dur ing 1966-67. Th is r e p o r t summarizes the r e s u l t s of the 
B o l i v i a n s tudy . A monograph e n t i t l e d Market Processes in the 

Recife Area of Northeast Brazil has been r e l e a s e d by the L a t i n 
American S t u d i e s Center of M ich igan S t a t e U n i v e r s i t y . Another 
monograph, e n t i t l e d Food Marketing in the Economic Development of 

Puerto Rico , i s due to be r e l e a s e d s h o r t l y . 
Th is r e sea r ch program has been c a r r i e d out under two i n t e r -

r e l a t e d c o n t r a c t s f i n a n c e d by the U . S . Agency f o r I n t e r n a t i o n a l 
Development. The f i r s t c o n t r a c t , A Comparat ive Study of Food 
Marke t ing Systems in S e l e c t e d L a t i n American Coun t r i e s (AID/TCR-
786) was conducted f o r the T e c h n i c a l Coopera t ion and Research 
Branch of USAID, Washington. I t has two i n t e r r e l a t e d g o a l s : 
(1 ) to p rov ide deve lop ing c o u n t r i e s w i t h i n f o r m a t i o n to a s s i s t 
in the des ign of improved food marke t ing sys tems , and (2 ) to f o r -
mulate a more adequate c o n c e p t u a l i z a t i o n of the r o l e of marke t ing 
in the development p roces s . The second c o n t r a c t c r e a t e d the 
L a t i n American Market P l ann ing Center (LAMP) a t M ich igan S t a t e 
U n i v e r s i t y (A ID/ l a-364 ) which opera ted through the L a t i n American 
Bureau of A ID , Washington. The LAMP P r o j e c t expanded the scope 
of the r e sea r ch program to i n c l u d e the marke t ing of farm i npu t s 
and s e l e c t e d i n d u s t r i a l l y produced consumer goods. I t a l s o ex-
panded the e f f o r t s to deve lop systems models as an a n a l y t i c a l 
t echn ique to e v a l u a t e the economic consequences of a l t e r n a t i v e 
marke t ing re fo rms . Adv i so ry a c t i v i t i e s to AID m iss ions and 
f o r e i g n government agenc ies on market development programs have 
been a p a r t of t h i s second c o n t r a c t . The LAMP Center i s p r e sen t-
l y engaged in f i e l d r e sea r ch d e a l i n g w i th market p rocesses in the 
Cauca V a l l e y of Colombia. 
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CHAPTER 1 

INTRODUCTION 

B o l i v i a has undergone profound s o c i a l and p o l i t i c a l upheaval 
s i n c e the r e v o l u t i o n of 1952, w i t h s i g n i f i c a n t e f f e c t s on the eco-
nomic l i f e of the c o u n t r y . For example, the e l i m i n a t i o n of the 
hacienda system has d r a m a t i c a l l y a l t e r e d the p e a s a n t ' s r o l e i n the 
p roduc t i on and market ing of food p roduc t s . No s p e c i f i c r e s e a r c h 
has been undertaken in at l e a s t a decade to d e l i n e a t e the market-
ing system l i n k i n g farm and c i t y . A l though t he r e a re many v iews 
as to the f u n c t i o n i n g of the r u r a l - u r b a n market ing l i n k a g e , many 
of these are h o p e l e s s l y ou tda ted and few , i f any , are based on 
s y s t e m a t i c r e s e a r c h . S i n c e a number of programs have e i t h e r been 
i n s t i t u t e d or are under c o n s i d e r a t i o n to i n c r e a s e B o l i v i a ' s pro-
duc t ion of ba s i c f o o d s t u f f s , i t seemed w i se to ana l yze the market-
ing p r a c t i c e s l i n k i n g farm and c i t y and to cons ide r t h e i r impact 
on p r o d u c t i o n - i n c r e a s i n g programs. 

A l ack of hard i n f o r m a t i o n on the r u r a l marke t ing system 
a l s o had i t s c o u n t e r p a r t i n the urban c e n t e r of La Paz. The 
w h o l e s a l i n g of f r u i t s , v e g e t a b l e s and g r a i n s i s c en t e r ed in a 
s p r a w l i n g th ree-marke t complex near the c e n t e r of the c i t y . Nei-
t h e r the economic c o n d i t i o n s and p r a c t i c e s of w h o l e s a l e r s nor the 
c h a r a c t e r i s t i c s of t h e i r customers was known. The thousands of 
smal l ope ra to r s who r e t a i l f r u i t s and v e g e t a b l e s in the p u b l i c 
markets and on the s t r e e t s were a l so l a r g e l y unknown q u a n t i t i e s 
to the p u b l i c o f f i c i a l s charged w i th deve lop ing and implement ing 
programs to c o n t r o l the r e t a i l i n g of food. In a d d i t i o n to the 
urban market ing system f o r p e r i s h a b l e , non-processed a g r i c u l t u r a l 
p r o d u c t s , t he re i s a system f o r the w h o l e s a l i n g and r e t a i l i n g of 
p rocessed goods, e . g . , canned m i l k , p a s t a , o i l and l a r d . Very 
l i t t l e i n f o r m a t i o n was a v a i l a b l e on the workings of t h i s p a r t of 
the food d i s t r i b u t i o n system. 

G iven t h i s genera l l ack of i n f o r m a t i o n , a M ich igan S t a t e 
U n i v e r s i t y team was asked to d e s c r i b e and ana l yze the food pro-
duc t ion-marke t ing system and to make sugges t ions f o r programmed 
changes. Be fo re moving i n t o d i s c u s s i o n and a n a l y s i s of the sys-
tem, however , i t i s use fu l to d e s c r i b e B o l i v i a and to s e t f o r t h 
the r o l e of market processes i n deve lop ing s o c i e t i e s . 



B o l i v i a : An Overv iew 

For readers not f a m i l i a r w i t h B o l i v i a , t h i s b r i e f s e c t i o n 
s e t s f o r t h some of the d i s t i n g u i s h i n g f e a t u r e s of the c o u n t r y . 

P h y s i c a l S e t t i n g 

B o l i v i a occup ies the h e a r t l a n d of South Amer i ca , hav ing 
common boundar ies w i th B r a z i l , A r g e n t i n a , Pa raguay , C h i l e and 
Pe ru . I t s area of 411,127 square m i l e s i s about equal to the 
combined areas of F r a n c e , Spa in and P o r t u g a l . The count ry can 
be d i v i d e d i n t o t h r e e r e g i o n s , each of which shows marked geo-
g raph i c d i f f e r e n c e s . ( See F igu re 1.1 f o r a map of the La Paz 
foodshed . ) 

The high p l a i n s , which c o n s i s t of a p l a t e a u s i t u a t e d a t 
10,000 to 14,000 f e e t above sea l e v e l , comprise about 16% of the 
l and area of the c o u n t r y , y e t c o n t a i n approx imate l y 70% of i t s 
p o p u l a t i o n . The c l i m a t e i s dry and co ld a t n i g h t , w i t h occa-
s i o n a l f r o s t s . 

The v a l l e y s , which comprise about 14% of the t o t a l area 
of the c o u n t r y , g e n e r a l l y s t a r t a t the edge of the high p l a i n s . 
The drop from about 12,000 f e e t to about 5,000 f e e t i s s e v e r e , 
and the area c o n s i s t s of h i l l y and very s teep up lands . Ra in-
f a l l i s q u i t e abundant and the c l i m a t e i s g e n e r a l l y s u b t r o p i c a l 
( about 70 ° F ) w i th a humid atmosphere. 

The t h i r d major r eg ion i s the e a s t e r n l o w l a n d s , which 
occupy about 70% of the area of B o l i v i a . These l a r g e p l a i n s 
run from the B r a z i l i a n border i n the nor th to the Paraguayan 
and A r g e n t i n i a n f r o n t i e r s i n the sou th . A l though they c o n s t i -
t u t e the l a r g e s t area of B o l i v i a and p rov ide good p o s s i b i l i t i e s 
f o r the development of a g r i c u l t u r e , they are t h i n l y popu la ted 
compared to the v a l l e y s and high p l a i n s . 

1 For those i n t e r e s t e d i n a more thorough genera l d e s c r i p t i 
of B o l i v i a , the f o l l o w i n g sources are recommended: 

Robert J . A l e x a n d e r , The Bolivian National Revolution (New 
B runsw i ck , New J e r s e y : Rutgers U n i v e r s i t y P r e s s , 1958). 

Area Handbook for Bolivia (Wash ing ton , D . C . : S p e c i a l Opera-
t i o n s Research O f f i c e , The American U n i v e r s i t y , 1963). 

Cha r l e s W. Arnade , The History of Bolivia ( G a i n e s v i l l e : Uni-
v e r s i t y of F l o r i d a P r e s s , 1958) . 

Olen Leonard , Bolivia: Land and People (Wash ing ton , D . C . : 
Scarecrow P r e s s , 1952) . 

Ha ro ld Osborne, Bolivia, Land Divided (London: Oxford Un i ve r-
s i t y P r e s s , Royal I n s t i t u t e of I n t e r n a t i o n a l A f f a i r s , 1964) . 

C o r n e l i u s H. Zondag, The Bolivian Economy3 1952-65 (New York : 
F r e d e r i c k A. P r a e g e r , 1966) . 



F igure 1.1 La Paz Foodshed 



This v a s t area of the e a s t e r n lowlands can be subd i v i ded 
i n t o t h r ee r e g i o n s : the Gran Chaco, l o c a t e d in the sou theas t e rn 
p a r t of the e a s t e r n p l a i n s ; Santa Cruz , which l i e s nor th of the 
Gran Chaco and i s s i t u a t e d a t an e l e v a t i o n of 1,000 to 1,500 
f e e t above sea l e v e l ; and the t r o p i c a l p l a i n s of the Beni and 
Mamore R i v e r s , which cover p r a c t i c a l l y a l l of the no r the rn p a r t 
of B o l i v i a . Here the e l e v a t i o n ranges from 500 to 1,500 f e e t 
above sea l e v e l . Much of the land i s f a i r l y f l a t and wet dur ing 
a t l e a s t p a r t of the y e a r , s i n c e the r i v e r s r e g u l a r l y ove r f l ow 
t h e i r banks, cove r i ng l a r g e areas w i t h f l oods which d r a i n o f f 
s l o w l y . The mean r a i n f a l l i s high and the c l i m a t e i s ho t , w i t h 
t r o p i c a l f o r e s t s and dense v e g e t a t i o n i n t e r s p e r s e d w i th more 
open savannah f o r m a t i o n s . 

P o p u l a t i o n 

Accord ing to the p r o j e c t i o n s of the Economic Commission f o r 
L a t i n Amer i ca , the t o t a l p o p u l a t i o n i n B o l i v i a in 1966 was 4 .2 
m i l l i o n , c o n s i s t i n g ma in ly of Quechua and Aymará I n d i a n s . The 
Quechua I nd i ans a re g e n e r a l l y l o c a t e d in the v a l l e y s , w h i l e the 
Aymará popu l a t i on i s c o n c e n t r a t e d i n the nor the rn high p l a i n s 
a r e a s . These two groups speak d i f f e r e n t languages and many of 
them speak no Span ish a t a l l . Apar t from the I nd i an groups , 
t he r e i s a r e l a t i v e l y l a rge group of people w i t h mixed b lood , 
many of whom speak Spanish and are l o c a t e d in the Santa Cruz re-
g ion . There i s a l so a smal l group of wh i t e p o p u l a t i o n c o n s i s t i n g 
of the o ld Span ish c o l o n i a l s tock or more r e cen t immigrants from 
Europe. 

There are no r e l i a b l e f i g u r e s on the e t h n i c compos i t ion of 
the popu l a t i on of B o l i v i a . The 1950 census , however , t o g e t h e r 
w i t h l a t e r r e v i s i o n s , e s t i m a t e s the e t h n i c d i s t r i b u t i o n approx i-
mate l y as f o l l o w s : I nd i an ( 6 5 % ) , European (5 to 15%) , mixed or 
oholo (20 to 30%). There are approx imate l y one m i l l i o n Quechua-
speaking I n d i a n s , 660,000 Aymará-speaking I n d i a n s , and 150,000 
speakers of o the r I nd i an d i a l e c t s . P o p u l a t i o n d e n s i t y count ry-
wide i s approx imate l y 8.5 persons per square m i l e , rang ing from 
l e s s than one per square m i l e i n the southern A l t i p l a n o and 
p l a i n s to 25 per square m i l e i n the more h e a v i l y popu la ted nor th-
ern A l t i p l a n o , Yungas and v a l l e y s . 

P o l i t i c a l H i s t o r y 

P r i o r to the Span ish conquest in the m id-s i x t een th c e n t u r y , 
the B o l i v i a n h igh lands were a p a r t of the Incan Empire . Fo l low-



ing the conquest , the coun t r y ' s main c i t i e s of Suc re , P o t o s f , La 
Paz and Cochabamba were e s t a b l i s h e d . The coun t r y ' s mineral wea l th , 
e s p e c i a l l y s i l v e r , was a major source of income for the Spanish 
Empi re . 

With the breakup of the Spanish Empire in the ea r l y 1800s, 
B o l i v i a achieved i t s independence in 1825 under the l eadersh ip of 
Simon B o l i v a r , who was i t s f i r s t p r e s i den t . A shor t 15-year 
per iod of p o l i t i c a l s t a b i l i t y ensued, but t h i s was fo l lowed by 
years of almost complete anarchy. P r i o r to the r e v o l u t i o n of 
1952, B o l i v i a had 60 pres idents in i t s 125 years of independence. 
S i x t y armed r e v o l t s took p lace during the n ineteenth cen tury . 
No l e g a l l y e l e c t e d pres ident served out h is term during the 25 
years between 1925 and 1950. 

The d e b i l i t a t i n g e f f e c t of p o l i t i c a l turmoi l on s o c i a l and 
economic progress was m u l t i p l i e d in the l a t e 1800s and e a r l y 
1900s by a s e r i e s of d i sas t rous wars. In 1870 a war between 
B o l i v i a and Ch i l e over r i ch n i t r a t e deposi ts cost B o l i v i a a major 
land area and the port of Antofogasto in the P a c i f i c , l eav ing the 
country w i thout a seacoas t . To t h i s day, the re turn of Antofo-
gasto remains a major aim of B o l i v i a n fo re ign p o l i c y . 

At the turn of the 19th c en tu r y , another l o s i ng war--th is 
time wi th B r az i1-- resu l t ed in the loss of the t e r r i t o r y of Acre 
in northern B o l i v i a , a region once r i c h in rubber. 

I t remained fo r the Chaco War w i th Paraguay in 1932 to 
s t a r t the downfal l of the then r u l i n g c l a s s . Not only did B o l i v i a 
lose a vas t amount of t e r r i t o r y , but i t had spent some $60 m i l l i o n 
and 50,000 l i v e s in a woe fu l l y cor rupt and mismanaged war e f f o r t . 
Many observers c la im tha t the seeds of the 1952 r e vo l u t i on were 
sown in the b i t t e r ashes of the Chaco War. 

In 1941 the Nat ional Revo lu t ionary Movement (MNR) was form-
ed, mainly as a r e s u l t of i n c r eas i ng d i s s a t i s f a c t i o n wi th the 
r u l i n g o l i g a r c h y . The MNR came to power in 1943 through a m i l i -
t a r y coup. During these e a r l y y e a r s , the MNR conta ined a number 
of s t rong l y f a s c i s t e lements , but these were purged and the party 
moved toward a Marx is t ph i losophy. 

The MNR was overthrown in 1946. The c i v i l i a n and m i l i t a r y 
governments which fo l lowed attempted to re turn to the pre-1943 
s ta tus quo. Taking advantage of the d i s s a t i s f a c t i o n of the po l i -
t i c a l l y cohes ive miners , the MNR spearheaded a v i o l e n t r e v o l u t i o n 
in 1952. The 1952 r e v o l u t i o n marks a s i g n i f i c a n t mi lestone in 
the coun t r y ' s soc i a l s t r u c t u r e . Without doubt, a s e r i e s of mea-
sures such as land reform, n a t i o n a l i z a t i o n of the three major 



mining companies, and the d i s s o l v i n g and r e o r g a n i z i n g of the army 
under c o n t r o l of the MNR e f f e c t i v e l y des t royed the power of the 
o l i g a r c h y and e s t a b l i s h e d the p o l i t i c a l power of the miners and 
campesinos. Together w i th the Mexican r e v o l u t i o n i n 1910 and the 
Cuban upheaval in 1959, the B o l i v i a n r e v o l u t i o n of 1952 i s the 
on ly t r ue s o c i a l r e v o l u t i o n i n L a t i n America s i n c e the over throw 
of Span ish hegemony. 

The p a t t e r n of p o l i t i c a l e v o l u t i o n and r e v o l u t i o n i n B o l i v i a 
i s p a r a l l e l e d by s o c i a l change. P r i o r to the Span ish conques t , 
the B o l i v i a n peasant was under the complete hegemony of the I n c a , 
w i th a v a s t a d m i n i s t r a t i v e s t r u c t u r e p r o v i d i n g f o r h is needs from 
c r a d l e to g r ave . The S p a n i a r d s , f o l l o w i n g t h e i r assumption of 
power, ma in ta ined the s t a t u s quo, impress ing the I nd i an i n t o a 
somewhat e n l i g h t e n e d s l a v e r y . 

Fo l l ow ing independence in 1825, the new r u l i n g c l a s s s u b s t i -
t u t e d a feuda l system f o r the Span ish system. Wh i l e nomina l l y 
f r e e , the I nd i an was in f a c t t i e d to h i s hacienda under a complete 
s e t of r e g u l a t i o n s govern ing h i s r e s p o n s i b i l i t i e s to the hacienda 

owner both i n the r u r a l a reas and in the hacendero's c i t y home. 
S e v e r e l y l i m i t e d w i th r e s p e c t to the acreage he could p l a n t and 
the number of an imals he cou ld keep, the I nd i an was f u r t h e r re-
s t r i c t e d to marke t ing h i s output through the hacienda. 

A f t e r the r e v o l u t i o n of 1952, the Ind ian was f r e e d from the 
hacienda system. Over the ensuing 15 y e a r s he was g r a d u a l l y to 
e n t e r i n t o the market economy as both a producer and marke te r of 
cash crops and as a consumer of manufactured goods. 

2 The S t r u c t u r e of the Economy 

Fo l l ow ing the a c c e s s i o n to power of the MNR in 1952, the 
count ry was gr ipped in a runaway i n f l a t i o n . S t a r t i n g from a base 
of 100 i n 1952, the cos t of l i v i n g index rose to 4881 in 1957 and 
the f r e e market d o l l a r q u o t a t i o n rose to 3426. I n f l a t i o n was 
s lowed c o n s i d e r a b l y a f t e r 1957, w i th the cost of l i v i n g i n c r e a s i n g 
s l i g h t l y over 60% between 1958 and 1964. 

Gross domest ic product dropped a f t e r the r e v o l u t i o n , f a l l i n g 
12% between 1952 and 1957; i t was not u n t i l 1962 t h a t the count ry 
aga in reached the 1952 gross domest ic product l e v e l . On a per 
c a p i t a b a s i s , gross domest ic product dropped p r e c i p i t o u s l y f o l l o w -
ing the r e v o l u t i o n i n 1952 and had not r e cove red as of 1964. 

2 
Th is s e c t i o n i s based on Zondag, op. c i t p p . 18-19, 56, 

and 201-213. 



The s t r u c t u r e of the economy i s r e l a t i v e l y s imple . Agr i cu l-
ture accounted fo r 33% of gross domestic product in 1964, absorbing 
some 70% of the work f o r c e . I n t e r e s t i n g l y , a g r i c u l t u r e 1 s share of 
gross domestic product had r i s en from 29% in 1952. P a r t of t h i s 
i nc rease i s a t t r i b u t e d to the subs t an t i a l a g r i c u l t u r a l investments 
made in the Santa Cruz area in the past decade. 

M in ing ' s importance in the t o t a l economy has dec l ined from 
15% of gross domestic product in 1952 to 10% in 1964. However, 
mining remains the major fo re ign exchange ea rne r , as 95% of the 
coun t r y ' s exports cons i s t of m ine ra l s . Tin alone accounts fo r 
67% of a l l expor ts . 

Indust ry cont inues to be only a small sec to r in the economy, 
and has not changed i t s r e l a t i v e pos i t ion-- l2% of gross domestic 
product--s inee 1952. Commerce and banking a l so account for 12% 
of gross domestic product , and t h i s propor t ion has not changed 
s ince 1952. 

The Market ing System: An Overview 

The food product ion-market ing system se rv ing La Paz i s com-
pr i sed of a mu l t i tude of sma l l - sca l e u n i t s , s t a r t i n g wi th the ru ra l 
farmer and ending wi th the urban r e t a i l e r . A wide assortment of 
f r u i t s , v ege t ab l e s , and gra ins reaches the c i t y , thanks to the 
v a r i ed c l i m a t i c cond i t ions of B o l i v i a . 

Temperate zone f r u i t s and vegetab les are supp l i ed p r i n c i p a l l y 
from the Rio Abajo and Cochabamba a r ea , wi th the former p rov id ing 
approximately tw ice as much tonnage as the l a t t e r . The Rio Abajo 
a rea , which i s c lose to La Paz, has a warm c l imate and abundant 
water fo r i r r i g a t i o n , and can be cropped two to three times per 
y e a r . The Cochabamba v a l l e y l i e s east of La Paz at an a l t i t u d e of 
8000 f e e t , and i s about one day ' s t ruck journey from La Paz. I t s 
producing areas supply both La Paz and Cochabamba wi th f resh f r u i t s 
and vege tab les . The v a l l e y i s a lso the primary source of da i r y 
products fo r La Paz. Farmers in the v a l l e y usua l l y market t h e i r 
produce through a system of r e g u l a r l y scheduled weekly r u r a l f a i r s , 
to e i t h e r who lesa le rs from La Paz or Cochabamba or to country 
assemblers who l i n k the farmer and the urban marketer . In c o n t r a s t , 
farmers in the Rio Abajo area g e n e r a l l y s e l l d i r e c t in La Paz to 
w h o l e s a l e r , r e t a i l e r , or f i n a l consumer. 

The A l t i p l a n o area i s a major source of po ta toes , as we l l as 
being the p r i n c i p a l secondary source of beef . Farmers, u sua l l y 
Ayrnara I nd i ans , possess very small landhold ings and u t i l i z e t r a d i -



t i o n a l a g r i c u l t u r a l methods. In most p l a c e s , po ta to y i e l d s are 
low due to such f a c t o r s as i n t e r m i t t e n t f r e e z i n g , poor s o i l f e r -
t i l i t y , l ack of r a i n , poor seed v a r i e t i e s , and l a ck of f e r t i l i z e r s 
and i n s e c t i c i d e s . A number of r e g u l a r l y schedu led r u r a l f a i r s 
p rov ide ready market o u t l e t s f o r A l t i p l a n o p roduce r s . In addi-
t i o n , i t i s not uncommon f o r farmers to s e l l d i r e c t i n La Paz. 

T r o p i c a l f r u i t s , p r i m a r i l y c i t r u s , are s u p p l i e d from the 
Yungas areas n o r t h e a s t of La Paz. These a r e a s , which are a t 
a l t i t u d e s of 500 to 1,000 f e e t , have been r e c e n t l y c o l o n i z e d . 
Farmers i n the Yungas g e n e r a l l y s e l l t h e i r output a t r oads ide 
assembly p o i n t s , from which the produce i s t rucked d i r e c t to La 
Paz. 

La P a z ' s p r i n c i p a l source of beef i s the lowlands of the 
B e n i . A few l a r g e estancias and a m u l t i t u d e of smal l r anchers 
ope ra te i n the r e g i o n . A l l beef i s s l a u g h t e r e d in the Beni a t 
pack ing houses near a i r s t r i p s , from which the beef i s f lown i n t o 
La Paz in World War I I v i n t a g e bombers and some e q u a l l y aged 
t r a n s p o r t s . The s l a u g h t e r i n g and t r a n s p o r t o p e r a t i o n s are of a 
ve ry p r i m i t i v e n a t u r e . 

Perhaps the bes t a g r i c u l t u r a l l and in B o l i v i a i s to be 
found in the Santa Cruz area of the e a s t e r n l o w l a n d s . Th is area 
has a s u b t r o p i c a l c l i m a t e w i t h an average r a i n f a l l of about 50 
inches and a mean temperature of about 70 ° F . The area s u p p l i e s 
approx imate l y 90% of the r i c e consumed in La Paz and i s a major 
sugar produc ing a r e a . In a d d i t i o n , r a p i d s t r i d e s have been made 
i n r e cen t y e a r s i n the c u l t i v a t i o n of corn and c o t t o n . Some r i c e 
farmers s e l l a t the fa rm, but most s e l l a t one of the m i l l s in 
the a r e a . A f t e r m i l l i n g , the r i c e i s marketed in La Paz by 
t r a d e r s who s e l l to w h o l e s a l e r s . 

As suggested by the above b r i e f o v e r v i e w , r u r a l f a i r s p l ay 
a major r o l e in the d i s t r i b u t i o n system f o r f r u i t s and v e g e t a b l e s . 
Both count ry assemblers and w h o l e s a l e r s purchase from f a rme r s . 
Cont ra ry to t r a d i t i o n a l wisdom, t he re i s r a r e l y a f a m i l y or god-
pa ren t r e l a t i o n s h i p between the farmer and i n t e r m e d i a r i e s in the 
system. B a r g a i n i n g r e l a t i o n s h i p s are g e n e r a l l y a t arm's l eng th 
and on a cash b a s i s . 

The w h o l e s a l i n g of f r u i t s and v ege t ab l e s i n La Paz i s con-
c e n t r a t e d i n the sp r aw l i ng th ree-marke t complex of Rodr iguez , 
Uruguay and Buenos A i r e s , w i t h Rodr iguez being the pr imary whole-
s a l e c e n t e r . Some geograph ic c o n c e n t r a t i o n e x i s t s f o r the whole-
s a l i n g of pota toes and c i t r u s f r u i t s , w i th s t o r age and s e l l i n g 
a r e a s , known as tambos , p r o v i d i n g a s e t p l a ce f o r market t r ans-



a c t i o n s . The w h o l e s a l i n g of o the r f r u i t s and v ege t ab l e s i s v i r -
t u a l l y imposs ib l e to p i n p o i n t w i t h r e s p e c t to both l o c a t i o n and 
market p a r t i c i p a n t s . Farmers r i d i n g i n t o La Paz w i t h t h e i r pro-
duce i n one of the many t r u c k s connec t i ng the r u r a l produc ing 
areas w i t h the c i t y may s e l l to w h o l e s a l e r s , r e t a i l e r s , or even 
to the f i n a l consumer. Not on l y i s the l e v e l i n the d i s t r i b u t i o n 
channel a t which the t r a n s a c t i o n i s t a k i ng p l a ce d i f f i c u l t to 
de t e rm ine , but t he re i s no s e t l o c a t i o n i n the market complex 
where who l e sa l e or r e t a i l t r a n s a c t i o n s a re c e n t e r e d . The whole-
s a l e complex f o r f r u i t s and v ege t ab l e s i s , t hen , a ka l e i doscope 
of many s m a l l - s c a l e f a r m e r s , w h o l e s a l e r s , and r e t a i l e r s , gene ra l -
l y of I nd ian o r i g i n , f ema l e , and dressed in c o l o r f u l s k i r t s , 
s h a w l s , and B o r s a l i n o d e r b i e s . 

F r u i t and v ege t ab l e r e t a i l i n g tends to be more o rgan ized 
than w h o l e s a l i n g . There are a number of p u b l i c , roo fed markets 
s c a t t e r e d throughout the c i t y . R e t a i l e r s , p r i n c i p a l l y n a t i v e 
women, ope ra te s t a l l s which are approx imate l y two meters square . 
As might be expec ted , s a l e s volumes a re smal l and the o p e r a t i o n s 
p rov ide on ly a bare l i v i n g wage. F r u i t s and v e g e t a b l e s are a l s o 
s o l d by s t r e e t vendors , l a r g e l y I nd i an and fema le . S t r e e t vendors 
are u s u a l l y found on the s t r e e t s o u t s i d e the p u b l i c marke t s . 

Beef w h o l e s a l i n g i s handled by some 12 o u t l e t s which have 
r e f r i g e r a t i o n u n i t s and an unknown number of s m a l l - s c a l e whole-
s a l e r s who opera te only dur ing the w i n t e r months when r e f r i g e r a -
t i o n i s not r e q u i r e d . These w h o l e s a l e r s s e r v i c e two main c l a s s e s 
of r e t a i 1 e r s - - p u b l i c market s t a l l s and tienda o p e r a t i o n s . The 
p u b l i c market s t a l l s appear to be the major o u t l e t f o r b e e f , w i th 
the tiendas c a t e r i n g ma in l y to upper-middle and upper income fami-
l i e s . 

Who l e sa l i ng of dry goods and g roce ry i tems takes p l a ce 
through two d i s t i n c t types of o p e r a t i o n s . F i r s t , t he r e are a 
handfu l of l a r g e impor te rs who handle i n d u s t r i a l and consumer 
goods as w e l l as food i t ems . These impor te rs s e l l to the l a r g e r 
r e t a i l e r s in the c i t y and to a c l a s s of customer which can bes t 
be d e s c r i b e d as w h o ! e s a l e r - r e t a i 1 e r s . The w h o l e s a l e r - r e t a i 1 e r s , 
of which t he r e are about 40, a c t as a l i n k to the m u l t i t u d e of 
smal l tiendas i n the c i t y . In a d d i t i o n , they o f t en s e l l a t re-
t a i l to consumers purchas ing i n f a i r l y l a r g e q u a n t i t y . Who lesa l-
e r - r e t a i l e r s are c o n c e n t r a t e d on two s t r e e t s on the edge of the 
Rodr iguez market . 

R e t a i l i n g of dry goods and g roce r y i tems i s accompl ished 
p r i n c i p a l l y through smal l r e t a i l o u t l e t s known as tiendas. These 



tiendas a re u s u a l l y one-room, s t r e e t - l e v e l e s t a b l i s h m e n t s l o c a t e d 
i n a house or garage . Run most l y by women, these o u t l e t s gene ra te 
smal l s a l e s volumes and p r o f i t s ; t h e i r usual purpose i s to supple-
ment the f a m i l y income. Some p u b l i c market s t a l l s handle dry goods 
and g roce ry i t ems . 

Market P rocesses i n Deve lop ing S o c i e t i e s 

The p roduc t ion and marke t ing of f o o d s t u f f s i n the underdeve l-
oped areas of the wor ld i s a major element in the economic system. 
C i t i e s i n the underdeve loped c o u n t r i e s are growing a t e x p l o s i v e 
r a t e s , p u t t i n g i n c r e a s i n g l y heavy demands on the systems which pro-
duce and d i s t r i b u t e food to the urban a r e a s . Wh i le the problem i s 
o f t e n p e r c e i v e d as one of supply expans ion , t he re i s a l s o a need 
to cons ide r the degree to which the cos t of food i n h i b i t s consump-
t i o n of manufac tured goods. That i s , the lower h a l f of the income 
group in most urban areas o f t e n spend as much as two- th i r d s of 
t h e i r f a m i l y budget on food. As a r e s u l t , the market f o r manufac-
tu r ed goods f o r a s u b s t a n t i a l p o r t i o n of the p o p u l a t i o n i s s e v e r e l y 
r e s t r i c t ed . 

The food p roduc t ion-marke t ing system i s f aced w i th a dual 
t a sk-- to i n c r e a s e the supply of food to urban areas and, a t the 
same t i m e , reduce the c o s t . U n f o r t u n a t e l y , the urban areas are 
a l l too o f t en s e r v i c e d by t r a d i t i o n a l and s m a l l - s c a l e market ing 
u n i t s which u t i l i z e on ly the most l a b o r - i n t e n s i v e t e c h n o l o g i e s and 
are i n c a p a b l e of v e r t i c a l l y c o o r d i n a t i n g the system to induce sup-
p ly expansion a t reduced c o s t . Farmers and count ry assemblers are 
a l s o smal l s c a l e and g e n e r a l l y i n c a p a b l e of or u n w i l l i n g to u t i l i z e 
low-cos t t e c h n o l o g y , which o f t e n r e q u i r e s i n c r e a s e d volume and 
reasonab l y assured s a l e s to be p r o f i t a b l e . 

E a r l y development e f f o r t s to i n c r e a s e supply and reduce cos t s 
have v i r t u a l l y a l l c o n c e n t r a t e d on the p roduc t i ng s e c t o r ; r a r e l y 
have programs taken i n t o account the t o t a l marke t ing system f o r 
f o o d s t u f f s , i n c l u d i n g assemb l ing , p h y s i c a l d i s t r i b u t i o n , who l e sa l -
ing and r e t a i l i n g , w i t h a concommitant s e t of government r u l e s and 
r e g u l a t i o n s des igned to enhance a smooth f u n c t i o n i n g of the pro-
duc t i on -market i ng system as a who le . 

M a r k e t i n g ' s Role in Development 

Economists o r i e n t e d to the work ings of the p e r f e c t l y competi-
t i v e market model have tended to a t t r i b u t e a p a s s i v e r o l e to "mar-
k e t i n g " as p a r t of the economic development p r o c e s s . The r e l a t i v e 



n e g l e c t of market ing by economic p l anners was noted by Ho l ton i n 
the e a r l y 1950s. He po in t ed out the i n c e n t i v e r o l e of market ing 
and suggested t h a t i f market channe ls were l e s s to r tuous and l e s s 

3 

c o s t l y to n a v i g a t e , more goods might f low through them. 
C o l l i n s and Hol ton have ques t i oned the v a l i d i t y of assuming 

t h a t market ing f i rms w i l l a u t o m a t i c a l l y sp r i ng up i n response to 
p r i c e i n c e n t i v e s and p rov ide e f f e c t i v e l i n k a g e between producers 
and the u l t i m a t e consumer. 4 These authors conten t t h a t d i s t r i b u -
t i o n can p lay an a c t i v e r o l e in economic growth by changing demand 
and cos t f u n c t i o n s in both a g r i c u l t u r e and manufac tu r ing in a way 
f a v o r a b l e to expans ion . They advance s e v e r a l reasons why they be-
l i e v e t h a t the d i s t r i b u t i o n s e c t o r may not respond to market ing 
i n c e n t i v e s . These are summarized below: 

1. The absence of g rad ing sys tems , s tandard we ights and 
measures , and an adequate l e g a l code cove r i ng con-
t r a c t r i g h t s and o b l i g a t i o n s comp l i c a t e n e g o t i a t i o n s 
between buyers and s e l l e r s and l i m i t the s c a l e a t t a i n -
ab le by a f i r m w i t h a g i ven amount of manager ia l re-
sources . 

2. The p r i c e mechanism a lone may not induce the i n d i v i -
dual f i r m to e s t a b l i s h c e r t a i n a u x i l i a r y s e r v i c e s , 
such as the p r o v i s i o n of market i n f o r m a t i o n , because 
the b e n e f i t s d i f f u s e among the e n t i r e i n d u s t r y . 
Hence, the p r o f i t account of the i n i t i a t i n g f i r m may 
not a c c u r a t e l y r e f l e c t the ga ins from the s e r v i c e . 

3. P r i v a t e en t r ep reneu r s may be b locked from adopt ing 
s i g n i f i c a n t i n n o v a t i o n s because e i t h e r the i n i t i a l 
inves tment r e q u i r e d i s too l a r g e r e l a t i v e to t h e i r 
c r e d i t s o u r c e s , or they may p r e f e r the s t a t u s quo to 
the u n c e r t a i n t i e s of i n n o v a t i o n . 

4. A shor tage of manager ia l r e sou rces may cause success-
fu l merchants to i n v e s t not i n changes in d i s t r i b u -
t i o n , but i n r e a l e s t a t e , f o r e i g n s e c u r i t i e s or o the r 
i n ves tmen t . Not on ly do these inves tments make more 
l i m i t e d demands on t h e i r manager ia l t i m e , but a l s o 
r i s k s are d i v e r s i f i e d . 

5. P o t e n t i a l i n n o v a t o r s may be d i scouraged because imi-
t a t o r s may en t e r the i n d u s t r y and q u i c k l y beat down 
margins be fo re the i n n o v a t o r can recoup h i s i n i t i a l 
i nves tments or o u t l a y s . In a d d i t i o n , the i n n o v a t o r 
may have c o n t r o l ove r on ly a l i m i t e d p o r t i o n of the 
d i s t r i b u t i o n c h a n n e l , w h i l e , f o r h i s i n n o v a t i o n to 
be e f f e c t i v e , i t must be c o o r d i n a t e d w i t h changes in 
o the r s tages in the market ing p rocess . 

3 
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6. Compl ica ted l i c e n s i n g procedures and c l o s e d soc io-
economic groups c o l l e c t i v e l y r e s i s t c o m p e t i t i v e 
i n t r u s i o n by f i rms such as supermarkets which re-
p resen t a s i g n i f i c a n t and t h r e a t e n i n g i n n o v a t i o n . 

7. Automat ic t r a n s f o r m a t i o n of the market ing system 
may be impeded i f d i s t r i b u t i o n en joys g r e a t e r 
economies of s c a l e than p r o d u c t i o n . In t h i s e v e n t , 
the proper k ind of d i s t r i b u t i v e system may not 
deve lop u n t i l the new p a t t e r n of p roduc t i on has 
a l r e a d y been e s t a b l i s h e d . In t u r n , the e s t a b l i s h -
ment of a new p roduc t i on p a t t e r n may depend upon 
the e x i s t e n c e of the r i g h t k ind of d i s t r i b u t i v e 
s e c t o r . 5 

C o l l i n s and Hol ton f u r t h e r suggest t h a t development p lans 
which do g i v e a t t e n t i o n to a g r i c u l t u r a l market ing problems too 
o f t e n emphasize s imple cos t r e d u c t i o n dev i c e s or c a l l f o r improv-
ed p h y s i c a l d i s t r i b u t i o n f a c i l i t i e s . Such development p lans do 
not seem to f u l l y a p p r e c i a t e the degree to which e x t e r n a l i t i e s 
a f f e c t the market p rocess . Abbott has a l so d e t a i l e d the impor-
tance of g r e a t e r market ing i npu t s i n t o a g r i c u l t u r a l development 

1 • 6 p l a n n i n g . 
Wal t Rostow has put f o r t h the v iew t h a t economic growth 

can be g r e a t l y enhanced by i n c r e a s e d i n t e g r a t i o n of the urban 
and r u r a l a reas of deve lop ing c o u n t r i e s . 7 He suggests a s t r a t e g y 
f o r " n a t i o n a l market i n t e g r a t i o n " which has four i n t e r r e l a t e d 
e lements , as f o i 1ows: 

1. A bu i ldup of a g r i c u l t u r a l p r o d u c t i v i t y , 
2. A r e v o l u t i o n i n the marke t ing of a g r i c u l t u r a l 

products , 
3. A s h i f t in i n d u s t r i a l output toward s imple a g r i -

c u l t u r a l i npu ts and cheap consumer goods f o r the 
mass marke t , and 

4. A r e v o l u t i o n i n market ing methods f o r manufac-
tu red goods, e s p e c i a l l y i n the r u r a l a r e a s . 

In o rder to f u r t h e r deve lop a s t r a t e g y f o r improv ing the ex-
change process as a major avenue f o r f o s t e r i n g deve lopment , i t i s 
necessa ry to examine the s p e c i a l r e l a t i o n s h i p s between i n t e r n a l 
market processes and the development dilemma. 

5 I b i d p p . 123-34. 
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The Exchange P rocess and the Development Dilemma 

I t has been s a i d t h a t the development process c o n s i s t s of 
i n c r e a s i n g the income of a r eg ion by u t i l i z i n g the su rp lus a g r i -
c u l t u r a l product to c r e a t e s p e c i a l i z e d c a p i t a l - i n t e n s i v e t o o l s , 
p r i m a r i l y f o r use i n the urban s e c t o r . Owen s t a t e d the problem 
in h i s i n t e r e s t i n g pape r , "The Double Development Squeeze on 
Agr i c u l t u r e " : 

"How can peasants be encouraged to produce a cumu-
l a t i v e su rp lus of food and f i b e r s over and above t h e i r 
own consumpt ion, and how can the su rp lus l a r g e l y be 
channeled to inves tment a c t i v i t i e s i n the non-farm sec-
t o r w i t h o u t r e q u i r i n g in exchange an e q u i v a l e n t t r a n s f e r 
of p r o d u c t i v e va lues to the farm s e c t o r ? " 8 

In o rde r to accompl i sh t h i s development g o a l , Owen conc ludes : 

" I n the deve lop ing c o u n t r i e s the emphasis c l e a r l y 
should be p l a c e d , not on immediate e q u i t y between farm 
and non-farm incomes, but on the max imiza t ion of the 
growth in a g r i c u l t u r e and a maximum immediate d i v e r s i o n 
of the r e s u l t i n g i n c r e a s e d increments to the p r o t e c t i o n 
and support of the emerging non-farm s e c t o r and of the 
g e n e r a l l y d i f f e r e n t i a t e d and i n t e rdependen t f e a t u r e s of 
a more h i g h l y deve loped economy. ( T h i s ) has not been 
desc r i bed p r i m a r i l y to show how a g r i c u l t u r e tends to be 
an unduly e x p l o i t e d s e c t o r in e conomica l l y advanced 
c o u n t r i e s , but r a t h e r to i d e n t i f y a t e s t e d and r e l a t i v e -
l y p a i n l e s s method whereby the i n e v i t a b l e ' p a i n f u l ' or 
s a c r i f i c i a l process of domest ic c a p i t a l accumula t ion can 
be s e t in s e l f - s u s t a i n i n g motion and p r o g r e s s i v e l y ac-
c e l e r a t e d i n the t r a d i t i o n a l a g r a r i a n economy. But 
f i r s t must come the w i l l and w i t to e f f e c t those s t r u c -
t u r a l reforms which are necessa ry i n most underdeve loped 
c o u n t r i e s to c o n d i t i o n the a p p l i c a t i o n of t h i s method of 
accumula t i o n . " 9 

Marke t ing processes i n a deve lop ing community are one of the 
i n s t i t u t i o n a l groupings through which t h i s t r a n s f o r m a t i o n may 
o c cu r . Thus, i t i s a p p r o p r i a t e to s e t out how we are c o n s i d e r i n g 
market channel c o o r d i n a t i o n and i t s impact on development. Devel-
opment can be seen as i n c r e a s i n g the l e v e l of income w i t h i n a com-
munity and i t s r e l a t e d foodshed, a t the same t ime e q u a l i z i n g the 
d i s t r i b u t i o n of t h a t income w i t h i n the community to expand the 
consumption of the lower income elements of the s o c i e t y . Develop-
ment t h e r e f o r e has a tw in s e t of g o a l s . There i s an i n h e r e n t con-
f l i c t between e q u a l i z i n g d i s t r i b u t i o n and i n c r e a s i n g the l e v e l of 
income; the l a t t e r r e q u i r e s inves tment to a ch i e ve changes i n tech-
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nology usua l l y a ssoc i a ted wi th inc reases in the l e v e l of r ea l in-
come. Inc reases in investment imply an inc rease in e i t h e r sav ings 
or outs ide investment , and i t i s important to apprec i a te tha t fo r 
a s e l f - r e i n f o r c i n g , dynamic growth p rocess , i t i s usua l l y necessary 
fo r a l i m i t e d amount of outs ide investment to t r i g g e r i n t e r n a l sav-
ings and hence, investment . 

I t has been u n i v e r s a l l y observed tha t sav ings are indulged in 
by the w e a l t h i e r members of the community. Thus, to inc rease the 
l e v e l of savings in the community, i t i s usua l l y necessary to in-
crease the concent ra t ion of income. The re fo re , the second goal of 
i n c r e a s i n g the consumption p o t e n t i a l of low income people by red i s-
t r i b u t i n g income i s in c o n t r a d i c t i o n to the goal of i n c r eas ing the 
l e v e l of income through inc reased sav ings . A r e d i s t r i b u t i o n of 
income to the lower income groups in a soc i e t y which has a very low 
propens i ty to save r e s u l t s in an i nc rease in consumption but a de-
crease in sav ings . 

This dilemma or c o n f l i c t between goals i s fundamental i n the 
development problem. As savings i n c r e a s e , an inc rease in the con-
c e n t r a t i o n of income i s u sua l l y r equ i red in order fo r the average 
propens i ty to save of a s o c i e t y to r i s e . The re fo re , an i nc rease 
in concent ra t ion c o n f l i c t s w i th the goal of income r e d i s t r i b u t i o n 
i f i n t e r n a l sav ings are to be a primary source of c a p i t a l . Extern-
al c a p i t a l can r a r e l y be s u f f i c i e n t in quan t i t y to ach ieve the 
needed l e v e l s of c a p i t a l investment . To ach ieve the order of in-
crease in r ea l income assoc i a t ed wi th the Qoals of development, 
concent ra t ion in income d i s t r i b u t i o n i s a l i k e l y concommitant to 
i nc reases in rea l income. 

The p o l i t i c a l a r t of development cons i s t s of ba lanc ing capa-
c i t y-expand ing , income-generating a c t i v i t i e s wi th demand-expanding, 
i n come-red i s t r i bu t i ng or "unconcent ra t ing " a c t i v i t i e s . The issue 
b o i l s down to the e f f i c i e n c y w i th which sav ings get t r a n s l a t e d in to 
income changes through the f i n a n c i a l markets of the less developed 
communities. I t i s p r e c i s e l y because the f i n a n c i a l markets in l e ss 
developed communities are usua l l y i n e f f i c i e n t in t r a n s l a t i n g p r i -
vate sav ings i n to e f f e c t i v e income-expanding investment tha t improve-
ment in the e f f i c i e n c i e s wi th which the product ion-market ing system 
operates may be c r u c i a l in improving the re investment process . 

A S t r a t egy fo r Market Development 

A p re l im ina ry d iagnos is of market coord ina t ion problems in 
l e ss developed count r i e s suggests that a low product i v i t y-1ow in-
come equ i l i b r i um e x i s t s . To inc rease p r o d u c t i v i t y and r a i s e 



incomes w i l l probably r equ i r e major e f f o r t s to in t roduce new tech-
nologies and new i n s t i t u t i o n s that would s t a r t a s e r i e s of ad jus t-
ments toward h igher output and a more product i ve system. An over-
a l l s t r a t egy tha t inc ludes four ent ry po ints i n to the system is 
suggested by the conceptual approach developed in t h i s p r o j e c t . 
One ent ry po int i s the urban food d i s t r i b u t i o n system, a second 
i s the ru ra l markets fo r assembly of a g r i c u l t u r a l p roducts , a t h i r d 
i s the d i s t r i b u t i o n of a g r i c u l t u r a l i n p u t s , and a four th i s the 
urban i n d u s t r i a l system. 

F igure 1.2 i s a conceptual i l l u s t r a t i o n of how a s e r i e s of 
i n t e r r e l a t e d marketing reforms can s t imu l a t e economic growth. For 
example, the i n i t i a l ent ry po in t may be a program to reduce food 
market ing costs through improvements in the urban food d i s t r i b u t i o n 
system wi th complementary reforms in the ru ra l assembly markets 
fo r l o c a l l y produced f o o d s t u f f s . The dynamic adjustments which 
might r e s u l t from t h i s market ing reform program are descr ibed be-
1 ow. 

The t r a d i t i o n a l sma l l - sca l e and poor ly coord inated urban food 
d i s t r i b u t i o n system could be transformed in to a more e f f i c i e n t sys-
tem through loans and t e c h n i c a l a s s i s t ance to p r i v a t e ope ra to rs , 
accompanied by an appropr ia te consumer educat ion program. A sug-
gested s t r a t egy i s to begin by f o s t e r i n g the es tab l i shment of a few 
l a rge volume, low margin supermarkets capable of reducing r e t a i l 
p r i c e s on s t a p l e foods through more e f f i c i e n t procurement and han-
d l i ng procedures. These l a r g e r r e t a i l o u t l e t s can a lso p lace addi-
t i o n a l downward pressure on p r i ces of s t ap l e foods by f o l l ow ing a 
mixed-margin p r i c i n g po l i c y of low margins on s t ap l e s and higher 
margins fo r l e s s e s s e n t i a l food and non-food i tems. Such a d i f f e r -
e n t i a l p r i c i n g p o l i c y favors the low income f a m i l i e s who must l i m i t 
t h e i r food expenditures almost e n t i r e l y to low-cost s t a p l e s . 

A f t e r the i n i t i a l pr ice-1ower ing impact of the l a rge r e t a i l e r s , 
reduct ions in r e t a i l food p r i c e s can be extended to a l a r g e r segment 
of the urban market through programs to improve the e f f i c i e n c y of 
t r a d i t i o n a l food marketing f i rms . The e f f e c t of the l a r g e r o u t l e t s 
w i l l be to c rea te a compet i t i ve r ea c t i on among sma l l e r s to re opera-
to rs and w h o l e s a l e r s , who w i l l then respond more f avo rab l y to pro-
grams to a s s i s t them in improving t h e i r methods of ope ra t i on . 

S ince food expenditures usua l l y make up more than one-hal f of 
t o t a l f ami l y l i v i n g expenditures in urban areas of l e s s developed 
c o u n t r i e s , a reduct ion in food p r i c e s can have a s i g n i f i c a n t e f f e c t 
on " r e a l f ami l y income." In such a s i t u a t i o n , a 10% reduct ion in 
food p r i ces could inc rease t o t a l purchasing power ( r e a l income) by 
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5% or more. The r e s u l t would be an inc rease in " e f f e c t i v e demand" 
fo r both food and non-food products . 

One e f f e c t of t h i s program, which reduced p r i c e s of s t ap l e 
foods, would be to s h i f t the r e l a t i v e flow of income toward low 
income f a m i l i e s who have h igher p ropens i t i e s to consume and low 
p ropens i t i e s to save. What then i s the e f f e c t on investment? 
I t seems l i k e l y tha t the inc reased spending by low income f a m i l i e s 
would generate r i s i n g l e v e l s of demand and g rea t e r i n t e r n a l in-
vestment among f i rms whose p r o f i t accounts are f a vo rab l y a f f e c t e d . 

In the shor t run, the income e f f e c t s of reduced r e t a i l food 
p r i c e s would bid up the wholesa le p r i c e s of a v a i l a b l e food and 
non-food p r o d u c t s . 1 0 The inc reased demand fo r food would then be 
r e f l e c t e d back through ru r a l assembly markets to farmers who would 
be s t imu la ted to expand output . This would tend to i nc rease farm 
incomes and expand ru ra l demand fo r i n d u s t r i a l l y produced farm in-
puts ( f e r t i l i z e r , i n s e c t i c i d e s , e t c . ) , and consumer goods ( c l o t h e s , 
medic ines , household equipment, e t c . ) . The inc reased r u r a l demand 
fo r i n d u s t r i a l products would add to the inc reased demand by urban 
consumers, who would a lso seek to purchase manufactured items wi th 
par t of t h e i r i nc reased r ea l income r e s u l t i n g from lower food p r i -
ces . 

In the longer run, the inc reased use of modern, i n d u s t r i a l l y 
produced a g r i c u l t u r a l inputs and r e l a t e d t e c h n i c a l advances in 
farm product ion p r a c t i c e s would lead to expanded output , lower 
product ion c o s t s , and reduced product p r i c e s . S i m i l a r l y , ad jus t-
ments in indus t r y would tend toward the adoption of c a p i t a l - i n t e n -
s i v e t e chno log i e s , r i s i n g l e v e l s of wage payments, r a p i d l y expand-
ing output and an inc reased v a r i e t y of products . During t h i s 
development process , a sma l l e r proport ion of the popula t ion would 
be needed in a g r i c u l t u r a l p roduc t ion , thus r e s u l t i n g in heavy 
migra t ion from the ru ra l areas to the c i t i e s where they would seek 
employment. This po ints out the need fo r a development s t r a t egy 
which emphasizes a balanced approach wi th c a r e fu l a t t e n t i o n to 
s t i m u l a t i n g a dynamic i n t e r a c t i o n between the ru r a l and urban areas 
The s t r a t egy i s to break the l ow- leve l equ i l i b r i um cond i t i on and 
c rea te a chain r e a c t i on of economic adjustments which lead toward 
the des i red development goa l s . 

Programs to a id in the product ion and handl ing of food-
s t u f f s ( e . g . , c r e d i t expansion, p r i c e suppor ts , s torage and han-
d l ing f a c i l i t i e s ) may be needed to enhance supply expansion and 
should be dove t a i l ed wi th urban market ing reform programs. 



The p a r t i c u l a r s t r a t egy descr ibed above emphasizes i n i t i a l 
improvements in the assembly and d i s t r i b u t i o n system for b a s i c , 
l o c a l l y produced food products . The p r i n c i p a l impact was to 
i nc rease e f f e c t i v e demand by reducing food p r i c e s , e s p e c i a l l y to 
the lower income f a m i l i e s . 

A case can a l so be made for market reform programs which 
are i n i t i a l l y d i r e c t ed toward improvements in the ru r a l assembly 
markets. Improvements in phys i ca l f a c i l i t i e s f o r t r a n s p o r t i n g , 
s t o r i n g and process ing a g r i c u l t u r a l products can reduce food mar-
ket ing costs and s t imu l a t e economic growth. Improved in format ion 
systems and government p r i c e s t a b i l i z a t i o n programs may a lso re-
duce unce r t a i n t y and lower product ion and d i s t r i b u t i o n cos t s . 
These kinds of market improvements would s t imu la t e resource use 
e f f i c i e n c y in the a g r i c u l t u r a l p r o d u c t i o n - d i s t r i b u t i o n system 
which w i l l u l t i m a t e l y be passed on to consumers through lower 
food p r i c e s . In c e r t a i n cases , reform programs in the ru ra l areas 
may be necessary before programs can be implemented in the urban 
a reas . 

In na t iona l or reg iona l economies where s u b s t a n t i a l quant i-
t i e s of food are imported, i t may a lso be poss ib le to reduce food 
p r i c e s and inc rease economic a c t i v i t y by the i n t r o d u c t i o n of new 
a g r i c u l t u r a l t e chno log ies . A des i r ab l e sequence of changes could 
be t r i g g e r e d by marketing reforms which i nc rease the a v a i l a b i l i t y 
and reduce the costs of i n d u s t r i a l l y produced farm inputs such as 
f e r t i l i z e r , machinery and i n s e c t i c i d e s . Increased demand fo r 
these products would, in t u rn , inc rease employment in the indus-
t r i a l product ion and d i s t r i b u t i o n system, thus expanding demand 
fo r food and other products . A word of caut ion should be noted, 
however. Unless there e x i s t s the p o s s i b i l i t y fo r l o ca l product ion 
to d i sp l a ce food imports or to i n i t i a t e expor t s , a program which 
emphasizes a t echno log i ca l r e v o l u t i o n in a g r i c u l t u r a l product ion 
may qu i ck l y lead to sharp dec l i nes in product p r i c e s as inc reased 
output meets the r e l a t i v e l y i n e l a s t i c consumer demand schedules . 

A four th ent ry po int fo r i n i t i a t i n g marketing reforms i s 
through an i n d u s t r i a l development program o r i en t ed toward the pro-
duct ion and d i s t r i b u t i o n of low-pr iced consumer goods and simple 
a g r i c u l t u r a l i npu t s . However, the development achievements might 
again be seve re l y l i m i t e d by the c o n s t r a i n t s of consumer purchas-
ing power. 

The above arguments lead to a t e n t a t i v e conc lus ion that a 
comprehensive and coord inated market reform program i s r equ i red 
to s t imu la t e e f f e c t i v e i n t e r a c t i o n between ru r a l and urban a reas . 



The i n t e r r e l a t i o n s h i p s of the a g r i c u l t u r a l and i n d u s t r i a l sec tors 
emphasizes the need fo r improved market l inkages tha t w i l l f a c i l i -
t a t e an upward s p i r a l of economic a c t i v i t y . Economic development 
can thus be enhanced by market ing reforms which s i g n i f i c a n t l y re-
duce the r i s k s and u n c e r t a i n t i e s conf ront ing market p a r t i c i p a n t s , 
thereby i nc reas ing t h e i r w i l l i n g n e s s to expand output , to adopt 
more product i ve t e chno log i e s , and to submit to r egu l a t i ons or 
i n s t i t u t i o n a l changes which i nc rease economic o p p o r t u n i t i e s . 

The t r a n s f e r of resources as a r e s u l t of changes in market-
ing i n s t i t u t i o n s i s ne i t he r automatic nor n e c e s s a r i l y t r o u b l e - f r e e . 
Of g rea t importance i s the f a c t t ha t the food marketing systems of 
underdeveloped areas are usua l l y very l a b o r - i n t e n s i v e , and most 
reforms reduce the propor t ion of labor needed to ca r r y forward the 
market ing t asks . U s u a l l y , the market people have few a l t e r n a t i v e 
occupat iona l o p p o r t u n i t i e s , and they are a v o c a l , urban group. 
Thus, marketing reforms may not au toma t i c a l l y r e ce i v e a welcome 
from those now respons ib le fo r the t r a d i t i o n a l market ing system. 
I t i s , t h e r e f o r e , important to know: (1) the extent of inc reased 
consumption due to income e f f e c t s , (2) the amount of d i s c r e t i o n a r y 
income d i v e r t e d to non-food consumption expendi tures as a r e s u l t 
of the lower-pr i ced but more p l e n t i f u l foods, and (3 ) the extent 
and t iming of displacement and unemployment caused by the marketing 
i n s t i t u t i o n a l reforms. Some of these market reforms can be expect-
ed to d i sp l a ce l a b o r , even though gross product changes may more 
than o f f s e t the unemployment. The re fo re , coord inated labor-absorb-
ing a c t i v i t i e s may be needed as reforms are implemented. 

A suggested approach to market development planning i s to 
conduct comprehensive d i agnos t i c s tud ies of the marketing system in 
s p e c i f i e d geographic a reas . These s tud ies prov ide needed descr ip-
t ions of the e x i s t i n g marketing system and a s s i s t in i d e n t i f y i n g 
the economic and s o c i a l b a r r i e r s to modern izat ion. Sys temat i c sur-
veys of market p a r t i c i p a n t s can prov ide useful in format ion on eco-
nomic o r g a n i z a t i o n , communication a c t i v i t i e s , and respondent a t t i -
tudes toward t h e i r environmental cond i t ions and poss ib l e changes in 
market ing i n s t i t u t i o n s . These s tud ies can prov ide the in format ion 
base from which i n s t i t u t i o n a l reforms and the j u d i c i o u s i n j e c t i o n 
of c a p i t a l along wi th t e c h n i c a l a s s i s t ance can be focused upon the 
market b a r r i e r s to the achievement of development goa l s . 

The P lan of the Research 

The research reported here i n vo l ved l o c a l study of the i n t e rn-
al market processes of the La Paz urban food market and s e l e c t e d 



r u r a l consumer markets in the foodshed s e r v i n g La Paz. The pur-
pose of the resea rch was to develop recommendations concern ing 
market ing reforms which would f o s t e r i n t e r n a l market i n t e g r a t i o n . 
The f o l l o w i n g areas were i n c luded in the r e s e a r c h : 

1 . Cons ume rs L i v ing in the La Paz Market . I n i t i a l l y 
i t was planned to u t i l i z e two sources of data on La 
Paz consumers, i . e . , the P r o d u c t i v i t y C e n t e r ' s con-
sumer study conducted dur ing l a t e 1966 and the 
M i n i s t é r i o de Hac i enda ' s study of consumer income 
and expend i tu res . I t was necessary to supplement 
the M i n i s t é r i o ' s study w i th an a d d i t i o n a l sample of 
high income f a m i l i e s to make the survey represen ta-
t i v e of La Paz. U n f o r t u n a t e l y , the P r o d u c t i v i t y 
C e n t e r ' s study was not ready f o r i n c l u s i o n in t h i s 
r e p o r t . 

2. The Food R e t a i l i n g and Who lesa l i ng I n s t i t u t i o n s of 
La Paz. In t h i s phase, a s e r i e s of e r o s s - s e c t i o n a l 
s t ud i e s were made of v a r i ous i n s t i t u t i o n s in the 
market p roces s , w i th emphasis on i s o l a t i n g i n s t i t u -
t i o n a l c h a r a c t e r i s t i c s . The work developed informa-
t i o n regard ing p roduc t , s e r v i c e and communication 
f lows between i n s t i t u t i o n s , as we l l as i n fo rma t i on 
regard ing a t t i t u d e s about o the r p a r t i c i p a n t s in the 
market p rocess . 
Three c l a s s e s of food r e t a i l e r s were cons idered--
s t r e e t merchants , market women, and tiendas. S i nce 
d e t a i l e d i n fo rma t i on regard ing type and l o c a t i o n of 
food r e t a i l e s t ab l i shments was not a v a i l a b l e , the 
study team undertook a census of these e s t a b l i s h -
ments in La Paz. The data gathered in the census 
i n c luded l o c a t i o n by zone, s t r e e t and address (o r 
m a r k e t ) , type of o u t l e t , and type of product s o l d . 
Although the p r i n c i p a l purpose of the census was to 
prov ide a sampling framework f o r r e t a i l e r s u r v e y s , 
a number of use fu l by-products emerged, i n c l u d i n g 
a bas i s f o r de termin ing the number of food c a t e g o r i e s 
handled by types of r e t a i l e r s . 
Using the census d a t a , surveys were made of the 
th ree types of r e t a i l e r s . A number of uns t ruc tu red 
i n t e r v i e w s w i th s e l e c t e d es tab l i shments were a l so 
conducted to d e t a i l s p e c i f i c a l l y some of the areas 
to be i n c luded in the q u e s t i o n n a i r e s . A f i n a l ques-
t i o n n a i r e was then deve loped , p r e - t e s t e d and put 
i n t o the f i e l d . Approximate ly 350 r e t a i l e r s were 
s tud i ed using s t r u c t u r e d i n t e r v i e w s . 
In a d d i t i o n to the s t r u c t u r e d i n t e r v i e w phase des-
c r i b e d above, an in-depth r e t a i l e r d i a r y study of 
48 food es t ab l i shmen ts was conducted. P r e l i m i n a r y 
i n fo rma t i on ga the r ing suggested t h a t d e t a i l e d data 
regard ing product f low and s o c i a l r e l a t i o n s h i p s be-
tween r e t a i l e r and consumer could not be obta ined 
by s t r u c t u r e d q u e s t i o n n a i r e s . The r e sea r che r s spent 
the e n t i r e day in a s t o r e dur ing each obse r va t i on 
p e r i o d , not ing a l l t r a n s a c t i o n s and s o c i a l r e l a t i o n -
sh ips . 
Who lesa l e r s of four d i s t i n c t groups of products were 
s tud ied--dry goods, p o t a t o e s , bananas, and f r e sh 



vege tab les . Each group was admin is tered a s t r u c tu r ed 
i n t e r v i ew l a s t i n g approximately one hour. V i r t u a l l y 
a l l who lesa le rs of dry goods were inc luded in the 
f i n a l sample of 39. A p r o b a b i l i t y sample of potato 
and banana who lesa le rs was taken , u t i l i z i n g census 
ma te r i a l developed by the study group. Approximately 
30 who lesa le rs in each group were surveyed. F i n a l l y , 
a purposive sample of some 50 vegetab le who lesa le r s 
was undertaken. 
In add i t i on to the above i n t e r v i e w s , a s e r i e s of in-
depth, unst ruc tured i n t e r v i e w s was conducted wi th 
f i v e of the p r i n c i p a l importers of foods. These 
who lesa le rs dea l t p r i n c i p a l l y in l a r d , vegetable o i l , 
canned goods, and r i c e . Questions focused on market-
ing p r a c t i c e s as they app l i ed to food d i s t r i b u t i o n in 
La Paz. 

3. Food Transport System. Trucking i s the p r i n c i p a l 
method of t r anspo r t i ng food products from the ru r a l 
foodshed areas to La Paz. A s t r u c t u r e d ques t i onna i r e 
was u t i l i z e d to determine t r u c k e r s ' personal charac-
t e r i s t i c s , business p r a c t i c e s and cos t s . With respec t 
to business p r a c t i c e s , we cons idered the extent to 
which t rucke rs operate as buyers and s e l l e r s of mer-
chandise in add i t i on to t h e i r primary task of haul ing 
people and goods. A purposive sample was conducted 
in each of the major food-producing a r eas , w i th the 
propor t ion of t rucke rs i n t e r v i ewed in each area 
weighted on the bas is of the importance of tha t area 
in t o t a l food supp l i ed to the c i t y . 
In add i t i on to the s t r u c tu r ed i n t e r v i e w s , in-depth 
d iscuss ions were held w i th var ious truck unions and 
cooperat i ves. 

4. Food Producers and Country Assemblers. Farmers and 
country assemblers were i n t e r v i ewed in each of the 
major producing areas se r v ing La Paz. S ince no cen-
sus data were a v a i l a b l e , purposive samples were used. 
Each respondent was admin is tered an hour-long s t ruc-
tured ques t i onna i r e dea l ing wi th demographic charac-
t e r i s t i c s , communication channels f o r general and 
marketing i n fo rma t i on , and product ion and marketing 
p r a c t i c e s . S p e c i f i c quest ions regarding the market-
ing of po ta toes , r i c e , bee f , bananas, and s e l e c t e d 
green vegetables were inc luded in the s t r u c tu r ed ques-
t i o n n a i r e . 

5. Rural F a i r s and Peasant Consumption. An important 
par t of the na t iona l market concept i s the counter-
flow of manufactured goods--both farm input and con-
sumption—to ru ra l a reas . To help shed l i g h t on 
t h i s a rea , s tud ies were made of the a v a i l a b i l i t y of 
consumer and farm input goods on the A l t i p l a n o , as 
we l l as communications media. F i ve r u r a l f a i r s were 
i n v e s t i g a t e d wi th respec t to the a v a i l a b i l i t y and 
p r i ce of goods. 
In add i t i on to the study of goods and message a v a i l -
a b i l i t y on the A l t i p l a n o , s tud ies were made of inha-
b i t a n t s in two r u r a l v i l l a g e s . Respondents were 
admin is tered a s e r i e s of s t r u c t u r e d i n t e r v i e w s deal-
ing with demographic c h a r a c t e r i s t i c s , i nnova t i v e 
p ropens i t y , mass media communication exposure, and 
consumption of manufactured goods. 



The f i nd ings of the above research are presented in the 
f o l l ow ing chapte rs . Chapters 2 and 3 are concerned wi th the La 
Paz consumer; Chapter 2 covers economic c h a r a c t e r i s t i c s of La 
Paz r e s i d e n t s , wh i l e Chapter 3 i n v e s t i g a t e s the soc ia l-economic 
i n t e r f a c e between consumer and r e t a i l e r . The urban marketing 
system i s d e t a i l e d in Chapters 4 and 5, wi th the former cover ing 
r e t a i l operat ions and the l a t t e r wholesa le ope ra t i ons . 

Chapter 6 descr ibes and analyzes operat ions in t r u c k i n g , a 
c r i t i c a l phys i ca l d i s t r i b u t i o n l i n k in the marketing system. 
Chapters 7 and 8 present data on the ru ra l a r ea , w i th Chapter 7 
concen t ra t ing on the farmer as a producer and marketer of food-
s t u f f s and Chapter 8 cover ing his r o l e as a consumer. 

F i n a l l y , Chapter 9 presents an a n a l y s i s and e va l ua t i on of 
the marketing system as a whole. From t h i s a n a l y s i s , Chapter 10 
d e t a i l s a s e r i e s of recommended urban and ru r a l reforms to r a t i on-
a l i z e the product ion and marketing of f oods tu f f s in La Paz and 
i t s foodshed a rea . 



CHAPTER 2 

THE LA PAZ CONSUMER 

The purchas ing pa t t e rn s of the 400,000+ r e s i d e n t s of La Paz 
were of v i t a l importance to the o v e r - a l l research s tudy . To 
ob ta in i n fo rma t i on on these spending h a b i t s , two sources of in-
format ion were pooled. The f i r s t source was a p r o b a b i l i t y sample 
of 650 f a m i l i e s in the low and middle income zones of La Paz 
conducted by the B o l i v i a n M i n i s t r y of Hacienda in 1964-65. The 
M i n i s t r y p rov ided the MSU resea rch p r o j e c t w i th the data from 
these i n t e r v i e w s ; to supplement the data w i th respondents from 
high income zones, the M i n i s t r y ' s personnel conducted 93 a d d i t i o n -
al i n t e r v i e w s in a p r o p o r t i o n a l p r o b a b i l i t y sample of homes in 
the upper income areas of the c i t y . These l a t t e r i n t e r v i e w s , in 
combinat ion w i th the o r i g i n a l 650, y i e l d e d a sample of 743 res-
pondents. However, i t should be noted tha t a two- to t h r e e - y e a r 
l apse occur red between the middle and low income and upper income 
i n t e r v i e w i n g . The da t a , t h e r e f o r e , probably unders ta te somewhat 
the income and expend i tu re l e v e l of low and middle income f a m i l i e s . 

Be fore moving i n t o a d i s cus s i on of spending p a t t e r n s , we 
should note t h a t there have been s u b s t a n t i a l i n d i c a t i o n s of recen t 
r ap id popu la t i on growth in the c i t y of La Paz , e s p e c i a l l y in lower 
income a r eas . Other L a t i n American c a p i t a l c i t i e s which have ex-
per i enced r ap id popu la t ion growth have a l so exper ienced r i s i n g 
food p r i c e s . Wh i le a c o u n t r y ' s monetary and f i s c a l p o l i c i e s un-
doubtedly have a g rea t i n f l u e n c e on i n f l a t i o n , the re i s a l so 
l i t t l e doubt t ha t i n e l a s t i c i t i e s in food supply and r i g i d i t i e s in 
market ing channels have h i s t o r i c a l l y c o n t r i b u t e d to r i s i n g food 
p r i c es . 

U n f o r t u n a t e l y , the l a s t popu la t i on census f o r B o l i v i a was 
made in 1950, two yea r s be fore the campesino-miner r e v o l u t i o n of 
1952 and three yea r s be fore the Ag ra r i an Reform of 1953. The 
popu la t i on a c t u a l l y counted f o r the c i t y of La Paz in the 1950 
census was 276,000. In a d d i t i o n , an upward adjustment of 45,000 
was made, g i v i n g a t o t a l popu la t i on of 321,000. In the i n t e r v e n -
ing y e a r s , the I nd i an has been i n t e g r a t e d i n t o B o l i v i a n s o c i e t y , 
en te red the money economy, and moved i n t o the urban a r e a s . At the 
same t ime , and e s p e c i a l l y dur ing the m i d - f i f t i e s , the country was 
a f f l i c t e d w i th ext remely high r a t e s of i n f l a t i o n , c a p i t a l f l i g h t , 
and fo r ced or v o l u n t a r y e x i l e of p r e - r e v o l u t i o n e l i t e groups. 



The e f f e c t of these s o c i a l , p o l i t i c a l and economic upheavals 
of the f i f t i e s on urban populat ion i s d i f f i c u l t to determine. A 
sample made in e a r l y 1960 to v e r i f y populat ion est imates based in 
1950 could have been expected to shed l i g h t on t h i s i s sue . How-
e v e r , the methodology used in the 1960 populat ion study was sus-
pec t . Fu r the r , p re l im ina ry r e s u l t s showed a dec l i ne in the La 
Paz popu la t i on , a r e s u l t p o l i t i c a l l y unacceptable to the adminis-
t r a t i o n in power. Consequent ly , the p r e l im ina r y f ind ings of the 
1960 study were d i s c r e d i t e d and never pub l i shed . 

The next attempt to enumerate La Paz ' s populat ion was made 
in 1963. On the bas is of a su r vey , the B o l i v i a n Census Bureau 
repor ted the c i t y ' s populat ion to 'be approximately 328,000. A 
f u r t h e r attempt to determine the populat ion of La Paz was made in 
1967 through a j o i n t e f f o r t by the B o l i v i a n Census Bureau and the 
Michigan S t a t e U n i v e r s i t y research team. A head count of f a m i l i e s 
and populat ion was conducted in Ap r i l and May of 1967. S l i g h t l y 
over 410,000 i nhab i t an t s were counted in the 1967 study. An up-
ward adjustment of 31,000 was made to take in to account those 
r e s i d i ng at army i n s t a l l a t i o n s , h o s p i t a l s , or p r i s o n s , as we l l as 
t r a n s i e n t s , r e s u l t i n g in a t o t a l populat ion es t imate of 441,000. 

A number of i n t e r p r e t a t i o n s on populat ion growth are poss i-
b l e , given the ambiguity of much of the data . F i r s t , i t i s pos-
s i b l e to assume that the 1960 study showing no populat ion growth, 
or even d e c l i n e , in the c i t y ' s populat ion s ince 1950 was accu ra te . 
Given the s o c i a l and economic upheavals of the 1950 's , t h i s i s 
not u n l i k e l y . Then, g iven a popula t ion es t imate of 328,000 in 
1963, the c i t y ' s populat ion grew at a r a te of l e ss than 1% per 
annum between 1960 and 1963 i f the ad justed 1950 f i gu r e of 321,000 
i s u t i l i z e d as a base. I f , however, the unadjusted count of 
276,000 i s u t i l i z e d , then the c i t y grew at a ra te s l i g h t l y g r ea t e r 
than 6% between 1960 and 1963. F u r t h e r , tak ing the unadjusted 
head count of 410,000 in 1967, the growth ra te in the per iod 
1963-1967 i s a l so s l i g h t l y g r ea t e r than 6%; on the bas is of the 
ad justed es t imate of 441,000 in 1967, the growth ra te between 
1963 and 1967 i s s l i g h t l y l e ss than 8%. 

One can a lso assume tha t the 1960 sample was, indeed, in-
accu ra t e . S t a r t i n g from tha t assumption, the c i t y ' s growth ra te 

The c i t y was d i v ided in to zones, wi th teams of enumerators 
given s p e c i f i c r e s p o n s i b i 1 i t y fo r c e r t a i n geographic areas of the 
c i t y . Each fami l y was counted, as we l l as the number of people 
in the f am i l y . 



i n the pe r i od 1950-63 was on ly 1.5% per annum, r i s i n g t h e r e a f t e r 
through 1967 a t the r a t e of 6 to 8%. 

I t i s somewhat d i f f i c u l t to de te rm ine , t h e r e f o r e , whether 
the c i t y ' s r a p i d growth commenced in 1960 or 1963. I t does seem 
c l e a r , however , t h a t t h i s i n c r e a s i n g u r b a n i z a t i o n has been t ak i ng 
p l a c e over a four- to seven-yea r p e r i o d . S t r i k i n g l y c l e a r v i s u a l 
e v idence of the c i t y ' s popu l a t i on expansion can be seen in the 
burgeoning lower income barrios on the A l t i p l a n o o v e r l o o k i n g La 
Paz p rope r . 

Overv iew of the La Paz Fami ly 

The f a m i l i e s in the consumer s tudy r epo r t ed an average s i z e 
of 5 . 5 , w i th 58% of the f a m i l i e s hav ing four to s i x members. In 
g e n e r a l , the head of the f a m i l y i s ma le ; on ly one out of seven 
(14%) respondents r epo r t ed a female head of the f a m i l y . There i s 
an average of 1.6 wage ea rne r s in each f a m i l y . H a l f of the res-
pondents r epo r t ed on ly one source of income in the f a m i l y ; another 
t w o - f i f t h s r epo r t ed two wage e a r n e r s . V i r t u a l l y no unemployment 
was r e p o r t e d , a l though the re i s doubt l ess underemployment in the 
c i t y . One-tenth of the heads of f a m i l y r epo r t ed being p r o f e s s i o n -
al men or a d m i n i s t r a t o r s . Twenty-seven pe r cen t of the sample re-
por ted t h a t the f a m i l y head was an o f f i c e employee or sa lesman, 
w h i l e 58% were s k i l l e d and u n s k i l l e d l a b o r e r s . One-fourth of the 
f a m i l y heads worked in m a n u f a c t u r i n g , w i t h 49% r e p o r t i n g employ-
ment in commerce or s e r v i c e i n d u s t r i e s . Only one in twenty 
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r epo r t ed work ing in the c o n s t r u c t i o n i n d u s t r y . T h i r t y - n i n e per-
cent were employed in the p u b l i c s e c t o r ; 45% were employed in the 
p r i v a t e s e c t o r ; and a smal l pe rcentage (6%) were se l f -emp loyed or 
owners of b u s i n e s s e s . 

With regard to hous ing , 20% of the respondents l i v e d in a 
p r i v a t e home, 24% l i v e d in an apa r tment , and the remainder (56%) 
l i v e d i n a s i n g l e room or a few rooms. One- th i rd r epo r t ed owning 
the s t r u c t u r e i n which they l i v e d ; the remain ing two- th i rds r en t-
ed. E i g h t y - n i n e pe r cen t of a l l d w e l l i n g s had adobe w a l l s , w i th 
the remainder hav ing b r i c k or conc r e t e b lock w a l l s . S l i g h t l y more 
than t w o - t h i r d s of the roo f s were of c o r r e g a t e d t i n , w i t h the 
remainder of t i l e . Most r e s i dences had wood, t i l e or cement 

2 
I t i s l i k e l y t h a t t h i s f i g u r e has i n c r e a s e d in r e cen t 

y e a r s , s i n c e La Paz has undergone a c o n s t r u c t i o n boom s i n c e 1966. 



f l o o r s , wi th the except ion of one in e igh t (12% ) , which had d i r t 
f l o o r s . The average res idence had 3.6 rooms; however, nea r l y 
h a l f had only one or two rooms. 

P r i v a t e s an i t a r y s e r v i c e s and running water were found in 
about one-th i rd of the r es idences . Another t h i r d shared running 
water and s a n i t a r y f a c i l i t i e s . The remaining t h i r d depended on 
communal s e r v i c e s outs ide the r es idence . Near ly a l l res idences 
(97%) had e l e c t r i c a l s e r v i c e . 

The average age of the head of fami l y was 43.2. T h i r t y -
nine percent had only a primary school educa t ion , wh i l e 34% had 
a high school educat ion . One in e igh t (13%) repor ted having a 
u n i v e r s i t y educat ion . The remainder had p ro fess iona l or techni-
cal school educat ion . 

Income D i s t r i b u t i o n and 
General Spending Pa t t e rns 

Data from the respondents descr ibed above i n d i c a t e tha t the 
mean y e a r l y income of f a m i l i e s in La Paz i s approximately $1500, 3 
or a mean y e a r l y per c ap i t a income of $272. The mean income i s 
skewed cons iderab ly h igher than the median; the median y e a r l y 
f ami l y income i s about one-th i rd l e s s , at $1000. Fur ther ev idence 
of the unequal d i s t r i b u t i o n of income in La Paz i s shown in 
Table 2 .1 . 

Table 2.1 D i s t r i b u t i o n of Income in La Paz by Popu la t ion Group 

Cumulative % % of Cumulative % Mean 
of Fami l i es La Paz Income of La Paz Income Family Income 

0 -- 25.0% 8% 8% $480 
25.1 -- 50.0 16 24 960 
50.1 • - 75.0 23 47 1 ,380 
75.1 • - 90.0 22 69 2,150 
90.1 • - 98.5 21 90 3,740 
98.6 -- 100 10 100 10 ,300 

SOURCE: M i n i s t é r i o de Hacienda, La Paz, B o l i v i a , and Michi-
gan S t a t e U n i v e r s i t y , L a t i n American Market P lanning 
Cen t e r . 

3 
Unless otherwise s p e c i f i c a l l y noted, a l l money va lues in 

t h i s repor t are denominated in U .S . d o l l a r s . The exchange ra te 
u t i l i z e d in the t r a n s l a t i o n of currency was 12 B o l i v i a n pesos to 
1 U .S . d o l l a r . 



Table 2.1 shows the income d i s t r i b u t i o n and the y e a r l y mean 
fami ly income fo r s ix popula t ion groups, ranked according to t h e i r 
share of the c i t y ' s t o t a l income. The poorest qua r t e r of f a m i l i e s 
r ece i ved only 8% of the c i t y ' s t o t a l income. The upper qua r t e r of 
the popu la t i on , however, had s l i g h t l y over h a l f of t o t a l income in 
the c i t y . The mean fami ly income fo r each populat ion group i s 
r e v e a l i n g . The poorest one-fourth of the populat ion has a mean 
y e a r l y fami l y income of l e ss than $500, wh i l e the second qua r t e r 
has twice the annual income at about $1000. The r i c h e s t one-fourth 
of f a m i l i e s have a y e a r l y income of $3180. Even in t h i s top group, 
however, there i s s u b s t a n t i a l skewness in the d i s t r i b u t i o n of in-
come. The 75th to 90th p e r c e n t i l e averages $2150 per f a m i l y , 
whereas the 91st to 98.5th p e r c e n t i l e averages $3740, or three-
four ths more than the 75-90 p e r c e n t i l e group. The top 1.5% of 
the populat ion has a mean y e a r l y f ami l y income of $10,300. 

Whi le the d i s t r i b u t i o n of income in La Paz i s c l e a r l y skewed, 
i t should a lso be noted tha t the d i s p a r i t i e s between income groups 
are l ess severe than in other L a t i n American areas s tud ied by MSU 
r e sea r che r s . For example, as seen in the Lorenz curve in F igure 
2 .1 , wh i l e f a m i l i e s in the lowest income t h i r d in La Paz have only 
14% of t o t a l income in the c i t y , they are s t i l l r e l a t i v e l y b e t t e r 
o f f than the lower one-th i rd in R e c i f e , B r a z i l , which have only 7% 
of tha t c i t y ' s income, or the lower one-th i rd in Puerto R i co , 
which have only 10% of tha t i s l a n d ' s income. The middle t h i r d in 
Puerto R i co , on the other hand, has s l i g h t l y more share of income 
than in La Paz, a t 40% versus 38% of the i s l a n d ' s income. 

An overv iew of the annual spending reported by respondents 
i s shown in Table 2.2 below, where the mean spending l e v e l s and 
percentages of t o t a l f ami l y income are given fo r e i gh t consumption 
c a t e g o r i e s . More than h a l f of t o t a l income in La Paz i s expended 
on food. I t seems c l e a r tha t any meaningful reduct ions in the 
r e t a i l p r i c e of food would have a s u b s t a n t i a l e f f e c t on the 
s tandard of l i v i n g in the c i t y . The next l a r g e s t expenditure--
c l o t h i n g - - i s a d i s t a n t second to food at 14% of the fami ly budget. 
Rental expenses absorb 9% of f ami l y income. Sav ings are reported 
to be qu i t e low, only 0.7% of t o t a l income. 

Whi le spending pa t te rns of the "average" fami l y are of 
i n t e r e s t , i t i s perhaps even more usefu l to d iscuss spending 
pa t te rns exh ib i t ed by d i f f e r e n t groups w i t h i n the sample of La 
Paz f a m i l i e s . 

Seve ra l c l a s s i f i c a t i o n v a r i a b l e s were examined in order to 
s e l e c t a bas is fo r grouping f a m i l i e s along a dimension which 



Fig.2.1 DISTRIBUTION OF FAMILY INCOME 
(LORENZ CURVE) 

1 9 6 6 - 1 9 6 7 

40 50 60 
P E R C E N T O F P O P U L A T I O N 

SOURCE: Consumer su rveys c a r r i e d out in 1966 and 1967 by MSU 
r e sea r ch teams in Pue r to R i c o ; La Paz , B o l i v i a ; and 
Reci fe , B raz i 1 . 



Table 2.2 Consumer Expendi tures by Category 

Expendi tu re Mean Annual Value Percentage of Mean Expendi tu re of Expendi ture Fami1y In come 

Food & Beverages $811 53 .5% 
C loth ing 208 13 .9 
Rent 141 9 .3 
Household Maintenance 61 4 .0 
Recreat ion & Amusement 58 3 .9 
L i gh t & Power 38 2 .5 
Medi ca l 23 1 .5 
Other 160 10 .7 
Sa vi ngs 10 0 .7 

SOURCE: M i n i s t é r i o de Hacienda, La Paz , B o l i v i a , and Michi-
gan S t a t e U n i v e r s i t y , L a t i n American Market P lanning 
Center . 

c o n s i s t e n t l y d i f f e r e n t i a t e d t h e i r spending behav io r . These in-
cluded t o t a l annual fami l y income, per c ap i t a income, educa t ion , 
occupat ion of main wage ea rne r , and age of head of household. 
Tota l annual fami l y income was the s t ronges t and most cons i s t en t 
d i f f e r e n t i a t o r of spending pa t te rns among the c l a s s i f i c a t i o n 
v a r i a b l e s we examined and w i l l be used to d i s t i n g u i s h spending 
behav ior in t h i s r epo r t . Educat ion ranked c l o s e l y as a usefu l 
d i s c r i m i n a t o r of spending p a t t e r n s , as did occupat ion of the main 
wage ea rner . Respondent f a m i l i e s were d i v ided in to t h i r d s , w i th 
the lowest t h i r d having an annual income up to $833, the middle 
t h i r d having an annual f ami l y income from $834 to $1499, and the 
upper t h i r d having annual incomes in excess of $1500. The aver-
age repor ted fami l y income in each of these groupings i s as f o l -
lows: lower th i rd--$560 , middle th i rd--$ l 096 , and upper th i rd--
$2914. 

Expenditures in four main ca tegor ies-- food and beverages, 
c l o t h i n g , household and l i v i n g expenses, and misce l laneous expen-
ses—were determined fo r each of the three income groups. The 
r e s u i t s are seen below in Table 2 .3 . As can be seen, the re i s an 
apparent high l e v e l of d i ssav ings in both the low and middle 
t h i r d s of approximately 20% of expendi tures and 10% of expendi-
t u r e s , r e s p e c t i v e l y , wh i l e the upper t h i r d saves approximately 
5%. I t i s doubtful tha t e i t h e r past sav ings or consumer c r e d i t 
are in s u f f i c i e n t supply to permit d i ssav ings of the magnitude 
suggested fo r the low and middle income groups. A more reasonable 
assumption i s tha t income has been unders ta ted . The tendency to 
understa te income i s seen in the f o l l o w i n g . The head of the 



f am i l y was asked h i s ( o r he r ) income on the f i r s t day of the con-
sumer study (which c o n s i s t e d of a week-long d i a r y of expend i t u r e s ) 
and the l a s t day. The f i g u r e r epo r t ed on the l a s t day was 16.5% 
h ighe r than t h a t r epor ted the f i r s t day , suggest ing t h a t as c o n f i -
dence in the i n t e r v i e w e r b u i l t up, the f am i l y was more i n c l i n e d 
to s t a t e a c tua l f am i l y income. 

Table 2.3 Income and Expend i tures by Income Class 

Lowe r 
Thi rd 

Mi ddle 
Th i rd 

Upper 
Thi rd 

Fami ly Income $560 $1096 $2914 
Food Expenses 
C lo th ing Expenses 
Housing Expenses3 

Misce l l aneous Expenses'3 

437 
80 
72 
77 

717 
155 
167 
189 

1308 
446 
403 
622 

Sav ings ( D e f i c i t ) (106) (132) 135 

Inc ludes r e n t , t a x e s , l i g h t , washing and maintenance , 
home t e x t i l e a r t i c l e s , k i t chen a r t i c l e s and equipment, and 
f u r n i t u r e . 

^ Inc ludes hea l th c a r e , personal care a r t i c l e s , r e c r e a t i o n , 
tobacco , e d u c a t i o n , t r i p s , v e h i c l e purchases , g a s o l i n e and 
o i l , communications and o the r m i sce l l aneous expenses. 
SOURCE: M i n i s t é r i o de Hac ienda , La Paz , B o l i v i a , and M ich i-

gan S t a t e U n i v e r s i t y , L a t i n American Market P l ann ing 
Cente r . 

Of cou rse , expend i tu res cou ld be o v e r s t a t e d , but t h i s i s 
perhaps l e s s l i k e l y . As a check , r e l a t i v e expend i tu res on food 
products as i n d i c a t e d by the consumer study were compared w i th 
r e l a t i v e s a l e s of l i k e food products in tiendas. As r epo r t ed on 
page 72 , the r e l a t i v e we igh t ings are s u f f i c i e n t l y c l o se to sug-
ges t a c cu ra t e r e p o r t i n g of expenses. 

We t h e r e f o r e assumed t h a t income was unders ta ted and ad jus t-
ed i t upward to match expend i tu res in the case of low and middle 
income c a t e g o r i e s . Income was a l so co r respond ing l y ad jus ted up-
ward f o r f a m i l i e s i n the upper t h i r d . When these income ad jus t -
ments are taken i n t o account , a sav ings r a t e of about 5% f o r La 
Paz as a whole i s i n d i c a t e d . The percentage of income ( o r aver-
age p ropens i t y to consume) in the four major c a t e g o r i e s i s shown 
in Table 2.4. The preponderant r o l e which food expend i tu res p lay 
in the t o t a l consumption of low and middle income f a m i l i e s i s 
c l e a r ; n e a r l y two- th i rds of f am i l y income f o r f a m i l i e s in the 



lower t h i r d and near l y t h r e e - f i f t h s of fami l y income in the middle 
t h i r d goes fo r food, as opposed to only two- f i f t h s fo r the upper 
income f a m i l i e s . In terms of abso lute v a l ue s , upper income fami-
l i e s spend near l y three times as much on food as do lower income 
f a m i l i e s . 

Table 2.4 Average P r o p e n s i t i e s to Consume by Income CI ass 

Lowe r Middle Upper 
Th i rd Thi rd Thi rd 

Food .657 .584 .390 
Cloth ing .120 .126 .133 
Housing and Household .107 .136 .121 
Misce l l aneous .116 .154 .185 
Sav ings .000 .000 .171 

SOURCE: M i n i s t é r i o de Hacienda, La Paz, B o l i v i a , and Michi-
gan S t a t e U n i v e r s i t y , L a t i n American Market P lanning 
Center . 

A l l three groups spend approximately one-eighth of t h e i r 
income on c l o t h i n g , wi th average propens i ty to consume and abso-
l u t e expendi tures c o r r e l a t e d p o s i t i v e l y with income. Each group 
appears to p lace c l o th ing at approximately the same p lace in i t s 
h i e r a r chy of consumer demands. Housing and household expenses 
show an i n t e r e s t i n g p a t t e r n . Middle income people apparent ly 
spend conspicuously fo r t h i s i tem, as they have the h ighest aver-
age propens i ty to consume. Or, in terms of d isposable income and 
a v a i l a b l e housing of a type which they cons ider s u i t a b l e , they 
are being squeezed. Average p ropens i t i e s to consume misce l laneous 
i tems , which appear to be l a r g e l y " l uxu r y " i tems, fo l low the ex-
pected p a t t e r n , w i th both middle and upper income f a m i l i e s spend-
ing more on t h i s category than on any of the other ca tegor i e s 
except food. The share of income spent by the lower t h i r d on 
t h i s category i s s u r p r i s i n g l y h igh. The data show tha t low in-
come people devote more of t h e i r income to personal expenses than 
to housing. 

Food Expenditures 

The "average" La Paz fami ly appears to have a reasonably 
we l l -ba lanced d i e t , w i th a high percentage of the food budget 
devoted to p ro te in foods. Mean weekly food expendi tures by major 
product ca tegor i e s are shown in Table 2 .5 . As can be seen, 



pro te in foods (meat, p o u l t r y , f i s h , milk products , and eggs) account 
fo r 38% of food expend i tures . The next major category of expenses 
i s f resh f r u i t s and vege t ab l e s , which comprise one-fourth of the 
average f a m i l y ' s food budget. Cerea ls are a lso a l a rge item in the 
food budget, at 19% of t o t a l food expenses. (W i th in the ce rea l 
c a t ego ry , bread accounts fo r nea r l y 60%.) Sp ices (o f which sugar 
i s the main i tem) and f a t s and o i l s are minor items in the food 
budget, a t l ess than 10% of a l l expenses. F i n a l l y , co f f ee and t e a , 
canned and d r i ed f r u i t s and vege t ab l e s , and misce l laneous foods 
together account fo r only 6% of the food budget. 

Table 2.5 Mean Weekly Family Food Expendi tures 
by Major Product Category 

Val ue Percentage 

Meat and Pou l t r y $ 4 .01 27% 
Fish .25 2 
Mi lk and Eggs 1 .30 9 

$ 5 .56 38% 
Fresh Vegetables $ 1 .39 10% 
Potatoes 1 .24 9 
Fresh F r u i t s .84 5 
Legumes 

$ 3 
.10 1 

$ 3 .57 25% 
Ce r ea l s $ 2 .71 19% 
Spi ces $ 0 .95 7% 
Fats and O i l s $ 0 . 79 5% 
Coffee and Tea $ o .53 4% 
Canned and Dried F r u i t s 

and Vegetables $ 0 .12 1% 
Misce l l aneous Food Items $ 0 .22 1% 

Tota l s $14 .45 100% 

SOURCE: M i n i s t é r i o de Hacienda, La Paz, B o l i v i a , and Mich i-
gan S t a t e U n i v e r s i t y , L a t i n American Market P lann ing 
Center . 

The data j u s t presented suggest tha t the food product ion 
and d i s t r i b u t i o n system performs adequate ly in terms of p rov id ing 
a wel l-rounded d i e t to the c i t y of La Paz. That i s , even though 
the consumer spends a s u b s t a n t i a l por t ion of h is income on food, 
the r e l a t i ve p r i c e s at which he can purchase are such tha t h is 
d i e t i s high in p ro te ins and f resh f r u i t s and vege tab l es . Of 
course , we have thus f a r looked only at an "average" f a m i l y . As 



noted e a r l i e r , f ami l y income c o r r e l a t e s h igh l y w i th food expendi-
t u r e s . I t i s t he re fo re appropr ia te to determine whether the mix 
of food purchases d i f f e r s by income groupings. 

As expected, the d i e t of consumers in low income brackets 
i s more h e a v i l y o r i en ted toward s ta rches and carbohydrates than 
are the d i e t s of f a m i l i e s in the higher income b racke t s . However, 
the d i s p a r i t y i s not nea r l y as great as might have been expected 
in a very low income country . As seen in Table 2 .6 , consumption 
of meat and p o u l t r y , milk and eggs, and f i s h , i s c o r r e l a t e d wi th 
fami l y income. Whi le 34% of the fami l y food budget for low income 
f a m i l i e s i s devoted to these p ro te in foods, middle and high income 
f a m i l i e s devote 40% and 44% of t h e i r income, r e s p e c t i v e l y , to 
these i tems. I t i s i n t e r e s t i n g to note , however, t ha t the major 
d i f f e r e n c e between the three groups i s in the consumption of m i l k , 
eggs and da i r y products , w i th high income f a m i l i e s spending f i v e 
times as much as low income f a m i l i e s on these commodities. In 
c o n t r a s t , they spend only 2.6 times as much on meat and p o u l t r y , 
and only three times as much on f i s h . 

Table 2.6 Weekly Food Expendi tures by Income 
Group and Product Category 

Annual Family Income 
$0-833 $834-1499 Over $1500 
$ % j L % i % 

Meat & Pou l t r y 2. 20 27 3. .78 29 5 .74 30 
Mi lk & Eggs 0. 44 5 1 . ,12 9 2 .18 12 
F i sh 13 2 0. .24 2 0 .38 2 

2. 77 34 5. ,14 40 8 .30 44 
Fresh Veg. 0. 83 10 1 . ,30 10 1 .88 10 
Potatoes 0. 94 12 1 . .25 9 1 .44 8 
Fresh F r u i t s 0. 08 1 0, .28 2 0 .62 3 
Legumes 0. 04 1 0. .09 1 0 .16 1 

1 . 89 24 2. .92 22 4 .10 22 
Cerea ls 2. 03 25 2. .88 22 3 .58 19 
Fats & O i l s 0. 48 6 0. .78 6 1 .11 6 
Sp ices 0. 68 8 0, .93 7 1 .17 6 
Misc . Foods 0. 36 4 0, .52 4 0 .67 4 

SOURCE: M i n i s t é r i o de Hacienda, La Paz , B o l i v i a , and Michi-
gan S t a t e U n i v e r s i t y , L a t i n American Market P lanning 
Center . 



With in the general category of meat and pou l t r y there are 
d e f i n i t e d i f f e r e n c e s wi th regard to the types of meat consumed. 
For example, beef i s sold in three broad ca tegor ies--bee f wi th 
bones, beef wi thout bones, and f i l l e t . Near ly f o u r - f i f t h s of 
beef expendi tures are made on the cheapest c u t s , i . e . , beef wi th 
bones, wi th the l e v e l of expendi ture c o r r e l a t e d wi th fami l y 
income. Nineteen percent of the fami l y budget spent on beef i s 
expended on beef w i thout bones. To a grea t ex t en t , t h i s q u a l i t y 
of cut i s purchased by the higher income f a m i l i e s . This middle 
q u a l i t y grade i s not purchased by 60.4% of a l l f a m i l i e s . S l i g h t -
l y over h a l f of the upper income f a m i l i e s purchase t h i s q u a l i t y , 
compared w i th 42% of middle income f a m i l i e s and only 28% of lower 
income f a m i l i e s . F i n a l l y , only 5% of the f a m i l i e s purchase f i l -
l e t , and these are in the higher income b racke t s . We see , then, 
tha t wh i l e beef consumption i s r e l a t i v e l y high fo r low income 
f a m i l i e s , they purchase p r i m a r i l y the cheaper grades of bee f , 
which cons i s t l a r g e l y of bones. 

With regard to other kinds of meat, only 10% of f a m i l i e s 
repor ted purchasing pork. One-half of the f a m i l i e s did not pur-
chase lamb, which was purchased mainly by f a m i l i e s in the high 
income ca tegory . A consumption pa t t e rn s i m i l a r to tha t of lamb 
i s a lso found fo r f i s h . The low consumption of f i s h by lower 
income f a m i l i e s i s s u r p r i s i n g , s ince f i s h from Lake T i t i c a c a i s 
r e l a t i v e l y abundant at a low p r i c e and, given the high a l t i t u d e 
and low temperatures , i s gene ra l l y unspoiled' and e d i b l e . 

Cerea ls are a more important pa r t of the d i e t fo r low in-
come f a m i l i e s than they are f o r middle and upper income f a m i l i e s . 
Whereas low income f a m i l i e s spend 25% of t h e i r food budget on 
c e r e a l s , upper income f a m i l i e s spend l ess than 19%. W i th in the 
general category of c e r e a l s , bread i s by f a r the most important 
i tem. A l l three income groups devote s l i g h t l y more than h a l f of 
t h e i r ce rea l expendi tures to bread. R ice and pasta are the 
next most important c a t e g o r i e s , at 12% and 9%, r e s p e c t i v e l y , of 
ce rea l expenditures across each of the income groups. 

Each of the three income groups spends approximately the 
same percentage of i t s food budget on f resh vegetab les and le-
gumes—about 10% fo r the former and l ess than 1% fo r the l a t t e r . 
There i s , however, a s u b s t a n t i a l s h i f t from potatoes to f resh 
f r u i t s as income r i s e s . Whereas low income f a m i l i e s spend nea r l y 
12% of t h e i r food budget on po ta toes , high income f a m i l i e s spend 
about 8%. Converse l y , low income f a m i l i e s spend l ess than 1% of 
t h e i r food budget on f resh f r u i t s , whereas high income f a m i l i e s 



spend 3%. Thus, potatoes are seen to be an " i n f e r i o r " i tem, 
notwi ths tand ing the high propor t ion of the budget devoted to 
t h i s food even in the high income f a m i l i e s . And, f resh f r u i t s 
are a " s u p e r i o r " i tem. 

The l ess important goods in the food budget tend to be 
consumed in equal propor t ion by a l l three income groups. Fats 
and o i l s , f o r example, c o n s t i t u t e s l i g h t l y under 6% of the 
budget fo r each group. On the other hand, low income groups 
spend more on sp ices than do high income f a m i l i e s . Coffee and 
tea expendi tures show the same tendency as s p i c e s , although to 
a l e s s e r degree. 

Mi lk and eggs, meat, and f resh f r u i t s a r e , then, super io r 
goods. Ce r ea l s , po ta toes , and sp ices are i n f e r i o r goods, a l-
though s t i l l important in the d i e t s of a l l three groups. In 
g e n e r a l , populat ion inc reases in the c i t y , i n s o f a r as they occur 
in the lower and middle income groups, w i l l r e s u l t in l ess than 
p ropor t iona l demands on food supp ly , g iven the lower than aver-
age expendi tures on food by these income groups. The demand 
w i l l be on v i r t u a l l y a l l elements in the d i e t , although r e l a t i v e -
l y more so on ce rea l s and pota toes . I f income i n c r e a s e s , or 
food p r i c e s d e c l i n e , we can expect to see an inc rease in food 
consumption by low and middle income f a m i l i e s . A s h i f t i n to 
meat, milk and eggs, and f resh f r u i t s i s l i k e l y , with a r e l a t i v e 
dec l i ne in importance in the food budget fo r c e r e a l s and pota-
toes . 

C lo th ing Expenditures 

Expenditures on c l o th i ng c o n s t i t u t e the second l a r g e s t 
i n d i v i d u a l expense item fo r La Paz f a m i l i e s . As noted prev ious-
l y , the average fami l y spends $208 annua l l y on c l o t h i n g , wi th 
the lowest income group spending $80, the middle group $155, and 
the upper income group $446. Approximately 13% of the fami l y 
budget i s devoted to c l o t h i n g , wi th the lowest percentage spent 
by lower income f a m i l i e s . Income expansion in the lower income 
f a m i l i e s i s l i k e l y to r e s u l t in a s l i g h t l y more than proport ion-
al i nc rease in c l o th i ng expend i tures . Expenditures on c l o th ing 
in the c i t y of La Paz t o t a l nea r l y $17 m i l l i o n . 

A breakdown of c l o th i ng expenses by type of expenditure i s 
shown in Table 2.7. Ready-made c l o th i ng accounts fo r 84% of the 
fami l y c l o th i ng budget, w i th mate r i a l fo r home-made c l o th ing 
tak ing only 16%, a seemingly small amount in a low income economy. 
C lo th ing for men, boys, women and g i r l s take an equal share of 
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the budget, each wi th s l i g h t l y over t w o - f i f t h s of a l l c l o th i ng ex-
pend i tu res . Spending on c h i l d r e n ' s c l o th i ng i s minor. Footwear 
absorbs almost o n e - f i f t h of the c l o th i ng budget for both sexes , 
making an annual market in La Paz fo r shoes of approximately $3 
m i l l i o n at r e t a i l p r i c e s . 

Table 2.7 Annual C lo th ing Expenditures by Type & Income Group 

Income G ro up 
La Paz Lower Middle Upper 
Average Thi rd Thi rd Th i rd 

Tota l C loth ing $208 $80 $155 $446 
Men's and Boys' 88 28 63 174 

Footwear 20 9 16 38 
Women's and G i r l s ' 85 36 63 196 

Footwear 20 10 16 43 
Chi 1dren 's 2 2 2 4 
M a t e r i a l fo r home-made 33 14 27 72 

SOURCE: M i n i s t é r i o de Hacienda, La Paz , B o l i v i a , and Mich i-
gan S t a t e U n i v e r s i t y 9 L a t i n American Market P lanning 
Center . 

There are some d i f f e r e n c e s between income groups in expen-
d i t u r e pa t t e rn s . For example, women's c l o th ing takes the l a r g e s t 
share of the c l o th ing budget in both low and high income f a m i l i e s , 
whereas in middle income f a m i l i e s men's and women's c l o th ing have 
the same share . Purchases of shoes take a l a r g e r share of lower 
income expendi tures (24%) than upper income (18%) . I n t e r e s t i n g l y , 
purchases of mate r i a l fo r home-made c l o th ing absorb approximately 
the same share of the fami l y c l o th i ng budget in each income group. 

Housing Expenses 

Household expendi tures are a t h i r d major expense ca tegory . 
Table 2.8 shows, by income group, expenses fo r major items w i t h i n 
t h i s ca tegory . As can be seen, rent and taxes take the l a r g e s t 
share of income in t h i s ca tegory , ranging from 20% fo r low income 
f a m i l i e s to 37% and 38% fo r middle and upper income f a m i l i e s , res-
p e c t i v e l y . Cleaning and maintenance of the household i s a l so a 
major expense i tem, at $60 per y e a r . Soap and detergents account 
fo r 25% of the c lean ing and maintenance budget, c o n s t i t u t i n g a 
market in La Paz of approximately $1.2 m i l l i o n a n n u a l l y , a t r e t a i l 
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p r i c e s . Upper income households devote 29% of t o t a l household 
expenses to c l ean ing and maintenance, wi th a major share of the 
ou t l ay going fo r s e r van t s . Expenditures on l i g h t and fue l are 
another major i tem, e s p e c i a l l y fo r lower income f a m i l i e s , who 
devote one-th i rd of t h e i r housing expenses to t h i s i tem. Upper 
income f a m i l i e s , on the other hand, spend only 13% of t h e i r 
household budget on t h i s i tem. 

Table 2.8 Annual Household Expenditures by Type & Income Group 

Income Group 
La Paz Lowe r Mi ddle Uppe r 
Average Thi rd Thi rd Thi rd 

Tota l Expenses $226 $72 $167 $403 
Ren t a 75 14 61 153 
Cleaning & Maintenance 60 19 39 116 
L i gh t & Fuel 42 24 34 54 
Home T e x t i l e s 14 6 10 22 
Furni tu re 12 4 8 21 
Ki tchen Equipment 9 2 6 15 
Tableware 5 1 3 7 
Mi s eel 1aneous 9 2 6 15 

aThe ren ta l f i g u r e does not inc lude an imputed cost f o r p r i -
v a t e l y owned housing. 
SOURCE: M i n i s t é r i o de Hacienda, La Paz, B o l i v i a , and Mich i-

gan S t a t e U n i v e r s i t y , L a t i n American Market P lanning 
Center . 

No other i n d i v i d u a l household expendi ture accounts fo r more 
than 10% of the t o t a l expendi ture in t h i s ca tegory . Household 
t e x t i l e s ( s h e e t s , towe l s , t a b l e c l o t h s , e t c . ) take from 5 to 8% of 
the household budget. I t should be noted tha t a number of house-
holds reported no expendi tures in t h i s c a t ego ry , ranging from 
one-fourth of the high income households to t h r e e - f i f t h s of the 
low income households. Fu rn i tu re purchases are approximately 5% 
of the household budget. F o u r - f i f t h s of a l l respondents repor ted 
no expendi tures in t h i s ca t ego ry , ranging from two-th i rds of the 
high income f a m i l i e s to almost n ine-tenths of the low income 
f a m i l i e s . Approximately one-hal f of a l l respondents reported no 
expendi tures on tableware and t h r e e - f i f t h s repor ted no purchases 
of k i t chen equipment. The t o t a l market s i ze f o r va r ious house-
hold items appears to be qu i t e s m a l l , e s p e c i a l l y when one consid-
ers the number of items inc luded in each ca tegory . For example, 



f u r n i t u r e inc ludes bedroom, l i v i n g room, and d in ing room f u r n i t u r e , 
as we l l as rugs. Tableware inc ludes f l a t w a r e and g lassware . In 
any case , the t o t a l annual market seems to range from $0.25 m i l l i o n 
fo r tab leware to $1.0 m i l l i o n fo r home t e x t i l e s . Most of the mar-
k e t , as might be expected, i s to be found in the upper income 
fami 1i es . 

M isce l l aneous Expenses 

The l a s t major expense category to be d iscussed i s m i s ce l l a -
neous expend i tures . The type of expenses inc luded in t h i s category 
and spending by income groups are shown in Table 2 .9 . There are 
major d i f f e r e n c e s between income c l asses in spending in t h i s group 
of i tems. Rec rea t ion expenses account fo r near l y one-fourth of 
a l l expendi tures in t h i s ca tegory . In r e l a t i o n to t h e i r t o t a l bud-
ge t , however, middle income f a m i l i e s devote a l a r g e r share (26%) of 

Table 2.9 Annual M isce l l aneous Expenditures 
by Type and Income Group 

Income Group 
La Paz Lowe r Middle Upper 
Average Thi rd Th i rd Th i rd 

Total $262 $77 $189 $622 
Re e r e a t i on 62 1 7 50 101 
Educat i on 54 15 47 84 
Personal Care 39 14 34 59 
Heal th Care 24 6 18 41 
Tobacco 15 12 14 25 
Trave l 9 2 9 15 
Other9 59 11 1 7 297 

a " 0 t h e r " inc ludes v e h i c l e purchases , gaso l ine and o i l , com-
munica t ions , and misce l l aneous . 
SOURCE: M i n i s t é r i o de Hacienda, La Paz, B o l i v i a , and Michi-

gan S t a t e U n i v e r s i t y , L a t i n American Market P lann ing 
Center . 

income to t h i s item than do low and upper income f a m i l i e s . Upper 
income f a m i l i e s , desp i te having the l a r g e s t abso lute expendi ture 
on r e c r e a t i o n , devote only 16% of t h e i r misce l laneous expenses to 
t h i s i tem. The pa t t e rn of r e l a t i v e expendi tures in r e c r e a t i o n 
a lso holds fo r educa t iona l expenses. Whi le the average La Paz 
expendi ture on t h i s item is 20% of a l l misce l laneous expenses, 
middle income f a m i l i e s spend 25% and upper income f a m i l i e s only 



14%. Aga in , upper income f a m i l i e s spend the l a r g e s t absolute 
amount. Middle income f a m i l i e s devote over h a l f of t h e i r misce l-
laneous expense budget to these two i t ems , as opposed to t w o - f i f t h s 
fo r low income and three-tenths fo r upper income f a m i l i e s . 

Personal care a r t i c l e s and s e r v i c e s are the t h i r d major ex-
pense item in the misce l laneous expense ca tegory . In terms of 
r e l a t i v e expend i tu res , low and middle income f a m i l i e s a l l o c a t e 
tw ice as much money to these items as do upper income f am i l i e s--
18% vs 9%. W i th in the category of personal care i t ems , there ap-
pears to be a t o t a l annual market in the c i t y of La Paz of approx-
imate ly $0.4 m i l l i o n fo r t o i l e t soap, $0.6 m i l l i o n fo r too thpas te , 
and $0.5 m i l l i o n fo r cosmet ics , at r e t a i l p r i c e s . 

Tobacco expendi tures show an i n t e r e s t i n g p a t t e r n . Lower 
income f a m i l i e s , wh i l e spending a lower abso lute amount, devote 
r e l a t i v e l y 2 to 4 times as much of t h e i r income to tobacco as do 
the other two income groups. The major po r t ion (48%) of upper 
income f a m i l i e s expendi tures in the misce l laneous category i s de-
voted to " o t h e r , " which cons i s t s l a r g e l y of expendi tures on auto-
mobile purchases and maintenance. 

Summary 

As in most underdeveloped a r eas , income in La Paz i s at a 
low l e v e l and h igh l y skewed. The data show an average annual per 
c ap i t a income of $272 and an average fami l y income of approximate-
ly $1500. The poorest 25% of f a m i l i e s in La Paz have only 8% of 
the c i t y ' s income, g i v i ng them an average annual fami l y income of 
$480. On the other hand, the r i c h e s t 1.5% of the f a m i l i e s have 
10% of the c i t y ' s income and an average annual income of $10,300. 
However, even though income in La Paz i s unequal ly d i s t r i b u t e d , 
the poorer f a m i l i e s have a g r ea t e r share of the c i t y ' s income than 
do t h e i r counterpar ts in other L a t i n American areas s tud ied by 
Michigan S t a t e U n i v e r s i t y research teams. 

Expenditures on food absorb by f a r the major share of fami ly 
income. For La Paz as a whole, food expenses are 54% of income. 
Upper income f a m i l i e s spend an average of 40% of t h e i r budget on 
food, wh i l e lower income f a m i l i e s devote an average of 66% of 
t h e i r income to food purchases. The mix of foods consumed in the 
c i t y suggests a wel l-rounded d i e t high in p ro te in foods. I n t e r e s t -
i n g l y , there are no great d i s p a r i t i e s in food mix between income 
c l a s s e s , although upper income f a m i l i e s spend r e l a t i v e l y more on 
f resh f r u i t s , mi lk and eggs, and b e t t e r q u a l i t y beef . There a r e , 



of course , d i f f e r e n c e s between income groups in the absolute 
amounts spent on food; upper income f a m i l i e s spend three times 
as much on food as do lower income f a m i l i e s . 

The food product ion-market ing system appears , t h e r e f o r e , 
to be performing we l l in terms of r e l a t i ve p r i ces among var ious 
c l a sses of food. Fu r t he r , there i s no outward evidence in the 
c i t y of m a l n u t r i t i o n and s t a r v a t i o n . However, the high percent-
age of income spent on food sharp ly l i m i t s expendi tures on manu-
fac tu red goods. Data on the consumption of manufactured goods 
show how very small the market i s fo r these products , e s p e c i a l l y 
in the lower and middle income groups. Many of the manufactured 
goods now consumed in the c i t y are e i t h e r l o c a l l y produced or 
s u i t a b l e fo r l o c a l product ion . Thus, a lower ing of food p r i ces 
could have a s i g n i f i c a n t impact on the consumption of c l o t h i n g , 

4 
personal care a r t i c l e s , and household goods. 

The recent populat ion growth of 6% to 8% annua l ly in the 
c i t y of La Paz may present problems fo r the food product ion-
market ing system. There i s some quest ion as to whether t h i s 
growth dates from 1960 or 1963. There i s , however, l i t t l e ques-
t i on tha t the c i t y has seen a s i zeab l e add i t i on to the popula t ion 
in the '60s. C lear v i sua l ev idence i s seen in the housing t r a c t s 
on E l A l to over look ing the c i t y . C l e a r l y , t h i s populat ion growth 
has i m p l i c a t i o n s fo r the p rov i s i on of var ious pub l i c s e r v i c e s . 
I t a lso has i m p l i c a t i o n s fo r the food marketing system. Whi le 
rap id populat ion growth had not , through 1967, s e ve r e l y s t r e ssed 
the food marketing system in terms of major food shortages or 
r a p i d l y r i s i n g p r i c e s , there may we l l be problems in the f u t u r e . 

4 
Market s i ze fo r manufactured goods may a lso be g r e a t l y 

a f f e c t e d by the marketing p o l i c i e s fo l lowed by producers of these 
goods, e s p e c i a l l y t h e i r p r i c e and product p o l i c i e s . 



CHAPTER 3 

CONSUMER SHOPPING BEHAVIOR AND PATTERNS 

As noted in Chapter 2 , expend i tu res on food absorb a major 
share of f a m i l y income, e s p e c i a l l y f o r low and middle income fam-
i l i e s . The ex t en t to which downward s h i f t s in the p r i c e of b a s i c 
foods w i l l r e o r i e n t consumers' pu rchas ing p a t t e r n s i n t o o t h e r 
foods and non-foods has been sugges ted . I n v e s t i g a t i o n of the 
r e t a i l and w h o l e s a l e e s t a b l i s h m e n t s which d i s t r i b u t e food in the 
c i t y of La Paz , as w e l l as the t r u c k e r s , t r a d e r s , and farmers who 
produce and handle food products in the r u r a l foodshed, i s the re-
f o r e necessa ry to determine p o s s i b i l i t i e s f o r i n c r e a s e d e f f i c i e n -
c y , i . e . , g r e a t e r s u p p l y , b e t t e r mix, or reduced cos t s and p r i c e s 
i n the food p roduc t ion-marke t ing system. 

Be fo re moving i n t o an a n a l y s i s of the f low of food i n t o La 
Paz , however , i t i s u se fu l to c o n s i d e r the consumer 's r e l a t i o n -
sh ips w i t h r e t a i l o u t l e t s , i . e . , shopping b e h a v i o r . A number of 
i s sues appear to be of impor tance . For example, who does the 
shopping f o r the f a m i l y and does t h i s vary by type of product and 
type of food o u t l e t ? How f r e q u e n t l y do people purchase and in 
what q u a n t i t y , and does t h i s vary by type o f product or type of 
o u t l e t ? Do consumers appear to be l o y a l to c e r t a i n o u t l e t s ? For 
example, neighborhood s t o r e s might ope ra te as social- c e n t e r s , 
thus impeding a s h i f t to more e f f i c i e n t , but impe r sona l , l a r g e -
s c a l e o u t l e t s . Or , c r e d i t ex t ens ion might be p r e v a l e n t and per-
v a s i v e , and thus a powerfu l f o r c e in the a t t r a c t i o n and mainte-
nance of c l i e n t s . As a s p e c i a l sub-set of the s o c i a l c e n t e r 
c o n s i d e r a t i o n , b a r g a i n i n g cou ld be an i n t e g r a l p a r t of purchas ing 
a c t i v i t y , w i t h consumers consequent l y h e s i t a n t to s h i f t to the 
o n e - p r i c e , non-haggl ing s i t u a t i o n found in l a r g e - s c a l e r e t a i l i n g . 1 

In t h i s chap te r we d e s c r i b e the na ture of the i n t e r a c t i o n 
which takes p l a ce between the p u b l i c market and tienda r e t a i l e r s 

L a u c h l i n C u r r i e , f o r example, notes t h a t the Colombian 
consumer was thought to be committed to hagg l i ng and b a r g a i n i n g , 
thus f o r e o r d a i n i n g to f a i l u r e i m p e r s o n a l , f i x e d - p r i c e l a r g e - s c a l e 
food and non-food r e t a i l e r s . However, he po in t s out t h a t these 
l a r g e - s c a l e o u t l e t s have p rospe red , the p u l l o f low p r i c e s be ing 
s t r o n g e r than t h a t of t r a d i t i o n . See h i s "Ma rke t i ng O r g a n i z a t i o n 
f o r Underdeveloped C o u n t r i e s , " in Moyer and H o l l a n d e r ( e d s . ) , 
Markets and Marketing in Developing Economies (Homewood, 111. : 
R i cha rd D. I r w i n , 1968) , p. 118. 



and t h e i r customers . To o b t a i n data on these i n t e r a c t i o n s , i n t e r -
v i ewers were p l a ced in 36 tiendas and 12 p u b l i c market s t a l l s , 
where they observed each t r a n s a c t i o n a t c l o s e hand. The i n t e r -
v i e w e r s , as p a r t of t h e i r o v e r - a l l data g a t h e r i n g e f f o r t s , main-
t a i n e d a " d i a r y " f o r each customer w i t h whom the r e t a i l e r d e a l t . 
The exac t c o n v e r s a t i o n between the two was t r a n s c r i b e d , the prod-
ucts purchased were r e co rded , e s t i m a t e s were taken of the pe rsona l 
c h a r a c t e r i s t i c s of the cus tomer , and i n q u i r i e s were made to the 
r e t a i l e r about c r e d i t , d i s c o u n t s , a cqua in tance w i t h the cus tomer , 
e t c . 

The 36 tiendas were randomly s e l e c t e d from our l a r g e r re-
t a i l e r s u r v e y , 12 each from the c i t y ' s l ow , medium and high income 
zones. However, s e v e r a l s u b s t i t u t e s w i t h i n income zones were 
made f o r r e t a i l e r s who would not a l l ow f u r t h e r i n t e r v i e w i n g , par-
t i c u l a r l y s i n c e the i n t e r v i e w e r was to be p r e sen t f o r an e n t i r e 
day. The sample of 12 r e t a i l e r s i n p u b l i c markets was ba l anced 
between low and high income zones i n the c i t y . None of the 
o r i g i n a l l y i n t e r v i e w e d market women would p a r t i c i p a t e in the 

2 

i n t e r v i e w i n g , and a p u r p o s i v e l y s e l e c t e d group was s u b s t i t u t e d . 
In a l l , 1,248 " d i a r i e s " of the communication and pu rchas ing t r ans-
a c t i o n s were recorded in the 48 food r e t a i l i n g e s t a b l i s h m e n t s . 

There are s e v e r a l l i m i t a t i o n s of our f i n d i n g s in terms of 
g e n e r a l i z i n g them to a l l such t r a n s a c t i o n s . A l though our sampl ing 
of tiendas was r easonab l y random, the p u b l i c market women were not 
randomly s e l e c t e d and hence are of unknown r e p r e s e n t a t i v e n e s s of 
a l l market women. Our i n t e r v i e w e r s were not a ss igned randomly 
ac ross days , and thus we do not f e e l j u s t i f i e d in g e n e r a l i z i n g 
our f i n d i n g s to the seasons of the y e a r or p a r t i c u l a r weeks or 
days . F i n a l l y , our i n t e r v i e w e r s seldom worked beyond 5 or 6 p . m . , 3 
and thus missed the even ing customers i n tiendas. 

Whi l e the above comments d e f i n e the l i m i t s of t h i s phase of 
work , these data n e v e r t h e l e s s p rov ide many s u b s t a n t i v e i n s i g h t s 
i n t o the r e t a i 1 e r-customer i n t e r a c t i o n . The f i r s t major s e c t i o n 

o 
The p u b l i c market r e t a i l e r s had a l r e a d y been i n t e r v i e w e d 

once , or perhaps tw i c e i f i n v o l v e d in fo l l ow-ups i n the sample 
s u r v e y . The f low of customers pas t them made i t i m p e r a t i v e t h a t 
they work to a t t r a c t customers and they had l i t t l e spare t ime to 
spend w i th the i n t e r v i e w e r s . F i n a l l y , the p u b l i c market r e t a i l -
e rs were g e n e r a l l y more r e c a l c i t r a n t than the tienda o p e r a t o r s 
in any of our data g a t h e r i n g a t t empts . 

3 
P u b l i c market s t a l l s g e n e r a l l y c l o se by 5 and hence were 

not a f f e c t e d in t h i s d imens ion. 



of t h i s chap te r d e s c r i b e s the food r e t a i l e r c l i e n t s in terms of 
t h e i r sex , age , and income zone in which they shopped. The second 
s e c t i o n d i s cusses the communication exchange between r e t a i l e r and 
c l i e n t . The t h i r d s e c t i o n dea l s w i th the purchase t r a n s a c t i o n in 
terms of p r o d u c t s , amount s p e n t , e t c . The f i n a l s e c t i o n dea l s 
w i t h the uses of non-pr i ce c o m p e t i t i v e t o o l s , e . g . , g r a n t i n g of 
c r e d i t . 

C h a r a c t e r i s t i c s of Food R e t a i l e r C l i e n t s 

Females were more l i k e l y to be shoppers in both r e t a i l out-
l e t s . However, males comprised a l a r g e m i n o r i t y of the shoppers 
in tiendas. Where on ly one in n ine (11%) of shoppers in the pub-
l i c markets were ma les , 45% of the shoppers in tiendas were male . 

Two major age d i f f e r e n c e s were noted between tienda and 
p u b l i c market customers ( see Tab le 3 . 1 ) . Teenagers and young 
a d u l t s comprised about the same p r o p o r t i o n of t o t a l customers i n 
both tiendas and p u b l i c marke ts . C h i l d r e n were more l i k e l y to 
shop at tiendas, and middle-aged and o ld adu l t s were more l i k e l y 
to be c l i e n t s in the p u b l i c marke ts . Th is undoubtedly r e f l e c t s 
the neighborhood na ture of tiendas; t he r e are u s u a l l y one and 
o f t e n two or th ree tiendas per b l o c k , whereas the markets are 
h i g h l y c e n t r a l i z e d . C h i l d r e n a p p a r e n t l y are o f t e n sent out to 
p i ck up one or two i tems f r om, the tiendas3 but are not as l i k e l y 
to be sen t to a p u b l i c market which may be a s u b s t a n t i a l d i s t a n c e 
away. In any e v e n t , a d u l t s more f r e q u e n t l y p a t r o n i z e the food 
r e t a i l e r than do teenagers or c h i l d r e n ; an adu l t i s about tw i ce 
as l i k e l y to be a customer than i s a p r e - a d u l t . 

Table 3 .1 Di s t r i bu t i on of Shoppers by Age 
and Type of R e t a i l E s t a b l i s h m e n t 

P u b l i c Markets Tiendas 

Chi 1dren 13% 21% 
Teenagers 18 15 
Young Adu l t s 29 33 
Middle-aged and Old Adu l t s 40 31 

SOURCE: MSU R e t a i l e r Survey (1967) . 

In o rde r to d e s c r i b e more f u l l y the demographic c h a r a c t e r -
i s t i c s of the customers shopping in each type of r e t a i l o u t l e t , 



we compared them by sex , age , and income zone l o c a t i o n of the 
r e t a i l e r s . Comparisons were made s e p a r a t e l y f o r p u b l i c market 
and tienda cus tomers . 

As p r e v i o u s l y no ted , male shoppers were a smal l m i n o r i t y 
(11%) of a l l p u b l i c market customers . Seventy pe r cen t of a l l 
male shoppers f e l l i n t o the c h i l d r e n and teenage c a t e g o r y , as 
opposed to on ly 26% of female shoppers in t h i s c a t e g o r y . Male 
shoppers were a l so more l i k e l y to be found in low income markets 
than were female shoppers ; whereas 18% of a l l shoppers in the 
low income markets were ma le , on ly 4% of a l l shoppers in the high 
income markets were male . Shoppers ' age d i f f e r e n c e s were a l s o 
noted between income zones. T h i r t y - n i n e pe r cen t of a l l shoppers 
in low income zones were c h i l d r e n and t e e n a g e r s . In the high 
income zones, on the o t h e r hand, 23% were c h i l d r e n and t e e n a g e r s , 
w h i l e 46% of a l l shoppers were middle-aged and o l d e r a d u l t s . 

A l a r g e m i n o r i t y of a l l tienda shoppers were ma les . As in 
the p u b l i c market c a s e , male shoppers tended to be younger than 
female shoppers . The age spread was n o t , however , as pronounced 
as in the case of p u b l i c marke t s , s i n c e 44% of a l l male shoppers 
in tiendas were c h i l d r e n or t e e n a g e r s , w i t h 27% being middle-aged 
and o l d e r a d u l t s . Male shoppers comprised about the same pe rcen t-
age of t o t a l shoppers in a l l income zones , a l though they were 
s l i g h t l y more dominant in middle income zones. Al though no major 
d i f f e r e n c e s were noted , tienda customers i n low and middle income 
zones were more l i k e l y to be c h i l d r e n and t e e n a g e r s , whereas 
customers in upper income zones were more l i k e l y to be young 
a d u l t s . 

The f requency w i th which customers shopped in r e t a i l o u t l e t s , 
as e s t ima t ed by the r e t a i l e r s themselves ( see Tab le 3 . 2 ) , i s about 
once a day or l e s s in the p u b l i c market and about tw i ce a day in 
the tiendas. Where about 85% of shoppers in the p u b l i c markets 
went the re once a day or l e s s , n ine out of ten (90%) of tienda 

shoppers went t he re one or more t imes a day. 
The f i g u r e s in Tab le 3 .2 omit the 29% of customers in both 

r e t a i l o u t l e t s whom the r e t a i l e r s s a i d had not shopped the re be-
f o r e . The data on the p u b l i c markets may be somewhat d i s t o r t e d , 
inasmuch as many middle and upper c l a s s shoppers buy t h e i r coming 
week ' s food supply each S a t u r d a y . U n f o r t u n a t e l y , we were not ab le 
to persuade the market women to permi t us to observe them dur ing 
t h i s c r i t i c a l shopping day. 

Income zones were d e f i n e d by the M i n i s t r y of Hac ienda . 



Table 3.2 Frequency of Shopping by 
Type of R e t a i l E s t a b l i s h m e n t 

P u b l i c Market Tienda 

Two or more t imes per day 15% 58% 
Once per day 52 32 
Less than once per day 33 10 

SOURCE: MSU R e t a i l e r Survey (1 967) . 

Among the p u b l i c market cus tomers , shopping f requency was 
r e l a t e d to the income zone in which the market was l o c a t e d ( see 
Tab le 3 . 3 ) . In both lower and upper income zones , about h a l f of 
the customers shopped once each day. However, shoppers i n high 
income zones were l e s s l i k e l y to shop tw i ce a day or more than 
were p u b l i c market shoppers in low income zones (15% vs 33% ) , and 
more l i k e l y to shop l e s s than once a day (38% vs 18%) . 

Tab le 3.3 Frequency of Shopping by C i t y Income 
Zone L o c a t i o n of P u b l i c Market 

Low Income High Income 
Zone Zone 

Twi ce a day or more 33% 15% 
Once a day 49 47 
Less than once a day 18 38 

SOURCE: MSU R e t a i l e r Survey (1 967) . 

The income zone l o c a t i o n of tiendas was a l s o r e l a t e d to the 
f requency of shopping t h e r e , a l though somewhat d i f f e r e n t l y than 
f o r p u b l i c market customers ( see Tab le 3 . 4 ) . F i f t y to s i x t y per-
cent of tienda customers in each income zone shopped tw i ce a day 
or more. However, tienda customers shopping a t a f requency of 
once a day or l e s s were more p r e v a l e n t in low income tiendas (19%) 
than i n e i t h e r middle (8%) or high income (7%) tiendas. Th is i s 
the r e v e r s e of the f i n d i n g s noted above f o r p u b l i c marke ts . 

We have a l r e a d y noted t h a t tienda customers shopped more 
f r e q u e n t l y than p u b l i c market customers . At l e a s t one consequence 
of t h i s i s found in the g r e a t e r tendency of tienda ope r a to r s to 
r ecogn ize which of t h e i r customers had shopped p r e v i o u s l y a t t h e i r 



o u t l e t s . Where 67% of p u b l i c market customers were s a i d by the 
r e t a i l e r to have shopped the re p r e v i o u s l y , 75% of tienda custom-
ers had done so. However, i t i s impor tan t to note t h a t in both 
types of r e t a i l o u t l e t n e a r l y seven out of ten of a i 1 customers 
were s a i d by the r e t a i l e r s to have shopped t he r e p r e v i o u s l y . 
Th is suggests a f a i r l y s t rong p a t t e r n of r e t a i l e r - c u s t o m e r r e l a -
t i o n s h i p s i n terms of h a b i t u a l shopping t e n d e n c i e s . 

Tab le 3.4 Frequency of Shopping by C i t y 
Income Zone L o c a t i o n of Tiendas 

Low Income 
Zone 

Middle Income High Income 
Zone Zone 

Twice a day or more 52% 60% 62% 
Once a day 29 32 31 
Less than once a day 19 8 7 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

Re ta i l e r-Consumer I n t e r f a c e s 

Length of T r a n s a c t i o n and Communication P a t t e r n s 

The communication t r a n s a c t i o n between customer and r e t a i l e r 
was exp lo red in o rde r to ga in i n s i g h t i n t o the ex t en t of such 
c o n v e r s a t i o n s , the con ten t dimensions i n v o l v e d , and the apparent 
r o l e of the r e t a i l o u t l e t in s o c i a l f u n c t i o n s o the r than the ex-
change of food. 

Our i n i t i a l concern was w i t h the amount of t ime and t o p i c 
v a r i e t y of the c o n v e r s a t i o n s i n v o l v e d in the t r a n s a c t i o n . In 
c o n v e r s a t i o n s such as the f o l l o w i n g , f o r example, ve ry l i t t l e 
o the r than s imple economic exchange t o p i c s seem i n v o l v e d : 

Customer: " G i v e me a pound of r i c e . " 
Shopkeeper : "Here . . one peso . " 

The amount of t ime spent in the shopping t r a n s a c t i o n in 
these o u t l e t s i s an i n d i c a t i o n of the p o t e n t i a l importance of 
c o n v e r s a t i o n in the purchas ing t r a n s a c t i o n . For each customer , 
the t imes of e n t e r i n g and of l e a v i n g the s t o r e were r eco rded . 
A minimal amount of t ime i s spent in the shopping p r o c e s s , as 
seen from the data in Table 3 .5 . 

In both p u b l i c markets and tiendas, over 70% of a l l shop-
pers spent l e s s than th r ee minutes in the r e t a i l e s t a b l i s h m e n t 



and over 90% spent f i v e minutes or l e s s . F i f t y - o n e pe r cen t of 
tienda shoppers , as opposed to 35% of p u b l i c market shoppers , 
spent one minute or l e s s in the r e t a i l o u t l e t . Thus, we found 
very l i t t l e i n d i c a t i o n t h a t any s i g n i f i c a n t amount of t ime was 
being spent a t e i t h e r r e t a i l o u t l e t . 

Tab le 3 .5 Length 
Type of 

of Time Shopping by 
R e t a i l E s t a b l i s h m e n t 

P u b l i c Market Tienda 

One minute or l e s s 35% 51% 
Two or t h r ee minutes 37 29 
Four or f i v e minutes 25 17 
Over f i v e minutes 3 3 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

To o b t a i n some ev idence on the c o n v e r s a t i o n s which occu r r ed 
in the shopping v i s i t , the i n t e r v i e w e r s recorded word-for-word 
the c o n v e r s a t i o n between the customer and the r e t a i l e r . I f a 
second customer en t e r ed w h i l e a c o n v e r s a t i o n was being r e co rded , 
the i n t e r v i e w e r s were ab le to t r a n s c r i b e t h a t one as w e l l . The 
c o n v e r s a t i o n s were coded by B o l i v i a n s t a f f members on the bas i s 
of t h r e e l e v e l s of s o c i a l i n t e r a c t i o n . The s i m p l e s t l e v e l (com-
m e r c i a l i n t e r change o n l y ) r e f e r r e d to c o n v e r s a t i o n s such as the 
one ment ioned above , in which on ly the i tems d e s i r e d , t h e i r pur-
chase p r i c e s , or the payment were i n v o l v e d . The i n t e r m e d i a t e 
l e v e l of communication (commerc ia l i n t e r c h a n g e p lus s a l u t a t i o n ) 
r e f e r r e d to c o n v e r s a t i o n s where , in a d d i t i o n to the i n f o r m a t i o n 
above , a minimal amount of s o c i a l amen i t i e s was added, such as 
"good day , goodby, thank y o u . " The f i n a l ca tegory (extended con-
v e r s a t i o n ) was used f o r c o n v e r s a t i o n s which went beyond the second 
l e v e l , e . g . , c o n v e r s a t i o n s g i v i n g any i n d i c a t i o n of b a r g a i n i n g , 
comments about the i t e m s , or d i s c u s s i o n on any o the r t o p i c . The 
d i s t r i b u t i o n of c o n v e r s a t i o n s in each of these c a t e g o r i e s i s 
g i ven i n Table 3 .6 . 

The g r e a t m a j o r i t y of these c o n v e r s a t i o n s i n v o l v e d a d i r e c t 
r eques t f o r the d e s i r e d i t ems . Two-th i rds or more of the t r ans-
a c t i o n s i n both r e t a i l o u t l e t s were d i r e c t l y to the p o i n t of the 
economic t r a n s a c t i o n . Only about one c o n v e r s a t i o n i n f ou r t een 
i n v o l v e d more extended s o c i a l i n t e r a c t i o n . Purchases made in 



Table 3.6 Ex t en t of Communication T r a n s a c t i o n w h i l e 
Pu rchas ing by Type of R e t a i l E s t a b l i s h m e n t 

P u b l i c Market Tienda 

Commercial i n t e r c h a n g e on ly 65% 73% 
Commercial i n t e r change plus 

s a l u t a t i o n 29 20 
Extended c o n v e r s a t i o n 6 7 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

tiendas were somewhat more l i k e l y to i n v o l v e the b r i e f e s t of con-
v e r s a t i o n s --73% of c o n v e r s a t i o n s dur ing purchases in tiendas were 
of t h i s low l e v e l , as a g a i n s t 65% of the p u b l i c market conversa-
t i o n s . The c o n v e r s a t i o n s in p u b l i c markets were r e l a t i v e l y more 
l i k e l y to i n c l u d e the added component of s a l u t a t o r y g r e e t i n g s . 
Three out of ten c o n v e r s a t i o n s i n p u b l i c markets were of t h i s 
n a t u r e , w h i l e on l y 20% of the tienda c o n v e r s a t i o n s i n v o l v e d com-
mun ica t ions a t the i n t e r m e d i a t e l e v e l . 

The c o n v e r s a t i o n s a t the " e x t e n s i v e " i n t e r a c t i o n l e v e l were 
ana l yzed f o r the con ten t dimensions which occup ied the customer 
and r e t a i l e r . Two p o t e n t i a l d imensions were s p e c i f i c a l l y i n v e s t i -
ga t ed—whe the r b a r g a i n i n g took p l a ce between the r e t a i l e r and 
c l i e n t , and whether a t tempts were made by e i t h e r i n d i v i d u a l to 
persuade the o t h e r on marke t ing t o p i c s . 

There are ve ry few tiendas which mark t h e i r p r i c e s , and 
hence d i r e c t b a r g a i n i n g ove r the p r i c e of a s p e c i f i c i tem might 
be expec ted . We expected to f i n d r e l a t i v e l y more b a r g a i n i n g in 
the p u b l i c ma rke t s , where v a r i a t i o n s in product q u a l i t y are l i k e -
l y to be h ighe r than in tiendas and much more d i r e c t l y comparable 
from r e t a i l e r to r e t a i l e r . B a r g a i n i n g might a l s o be more common 
in p u b l i c markets because of the e f f e c t on p r i c e s of day-to-day 
f l u c t u a t i o n s in the supply of v a r i o u s i t ems . However, i n the ex-
t e n s i v e c o n v e r s a t i o n s t he re was very l i t t l e i n d i c a t i o n of ba rga in-
ing in e i t h e r tiendas or p u b l i c marke t s . 

The apparent l a ck of b a r g a i n i n g runs counte r to the conven-
t i o n a l wisdom, which has long he ld t h a t b a r g a i n i n g i s an impor tan t 
v a r i a b l e in the exchange process i n deve lop ing c o u n t r i e s , hav ing 
both s o c i a l and economic o v e r t o n e s . In La Paz , b a r g a i n i n g appears 
to have been r e p l a c e d by an arrangement known as the casera r e l a -
t i o n s h i p . In the p u b l i c ma rke t s , a s teady shopper soon deve lops 
r a p p o r t w i th a few market women. As t h i s r appo r t grows, the vendor 



i s expected to p rov ide the best q u a l i t y and quote the best p r i c e 
f o r t h a t q u a l i t y g iven the shopping p a t t e r n s of the c l i e n t . At 
t imes the vendor may counsel the customer to w a i t a few days f o r 
a shipment of b e t t e r q u a l i t y or lower p r i c e . The c l i e n t , i n t u r n , 
i s expected to purchase w i th r e g u l a r i t y from the vendor. Under 
these c o n d i t i o n s , then , we would have been s u r p r i s e d to observe 
p r i c e ba rga in ing in the p u b l i c marke ts . 

P e r s u a s i v e messages can a l s o f low between the r e t a i l e r and 
c l i e n t dur ing the economic t r a n s a c t i o n . An e n t e r p r i s i n g r e t a i l e r 
might seek to p r e d i c t h i s cus tomer ' s d e s i r e s and encourage him to 
g r e a t e r consumption. From the cus tomer ' s po in t of v i ew , the 
t r a n s a c t i o n o f f e r s the oppo r tun i t y to comment on the q u a l i t y , 
p r i c e and o the r f e a t u r e s of the items he i s buy ing , thus convey-
ing h i s f e e l i n g s to the shopkeeper. We found very l i t t l e d ia logue 
in which one conversant t r i e d to persuade the o the r about some 
aspec t of the s p e c i f i c purchase , about o the r i t ems , or about the 
r e t a i l o u t l e t in g e n e r a l . 

S e ve r a l content dimensions which are not d i r e c t l y r e l a t e d 
to the economic exchange might a l s o appear in these c o n v e r s a t i o n s . 
The shopkeeper cou ld se rve as a f r e q u e n t l y used source of i n f o r -
mation and op in ions on a v a r i e t y of t o p i c s f o r customers , i . e . , 
as an " op in i on l e a d e r . " Or , he might f u l f i l l a r e l a y or l i a i s o n 
f u n c t i o n , pass ing on comments and i n fo rma t i on from person to per-
son w i t hou t i n t e r j e c t i n g h i s own i n t e r p r e t a t i o n s to any g r e a t 
e x t e n t . F i n a l l y , the shopkeeper ' s s t o r e might se rve as a ga ther-
ing p l ace where persons d i scuss t o p i c s of mutual i n t e r e s t . There 
was l i t t l e i n d i c a t i o n t h a t any op in ion l e a d e r r o l e was being f i l l e d 
by the r e t a i l e r . There were few i n s t ances noted where two or more 
people were in the o u t l e t a t the same time and hence there seems 
to have been l i t t l e use of the e s t ab l i shmen t as a s o c i a l ga the r i ng 
s pot . 

The m a j o r i t y of the e x t e n s i v e c o n v e r s a t i o n s o r i g i n a t e d from 
the r e t a i l e r r a t h e r than from the c l i e n t . The t op i c s i n v o l v e d 
were l i k e l y to i n v o l v e the hea l t h and w e l l - b e i n g of the two p a r t i -
c i p a n t s or persons known to both of them. To a l e s s e r e x t e n t , the 
conve r sa t i ons d e a l t w i th the a c tua l purchase i t s e l f . 

The amount of conve r sa t i on which took p l a ce between the pub-
l i c market r e t a i l e r and customer was r e l a t e d to the c i t y income 
zone in which the market was l o c a t e d and the sex of the customer. 
In tiendas, c o n v e r s a t i o n a l l ength was a l so r e l a t e d to the income 
zone l o c a t i o n of the tienda, to the cus tomer ' s age, and to the 
l ength of time spent in the s t o r e . 



In the c o n v e r s a t i o n s recorded in p u b l i c ma rke t s , the min i-
mum t r a n s a c t i o n necessa ry f o r a commercial exchange was more 
common in low income zones than in high income zones. F o u r - f i f t h s 
of the c o n v e r s a t i o n s o c c u r r i n g in low income zone markets i n v o l v e d 
the commercial exchange, w h i l e on ly one-ha l f of c o n v e r s a t i o n s in 
high income zones were e x c l u s i v e l y of a commercial n a t u r e . 

Female customers in p u b l i c markets were more l i k e l y to 
engage in c o n v e r s a t i o n s ex tend ing beyond a commercial exchange 
minimum than were male customers . Where n e a r l y t h r e e - f i f t h s of 
female customers engaged in the more e x t e n s i v e c o n v e r s a t i o n s , 
on ly one male in ten d id so. 

Minimal commercial exchange was more predominant in tienda 

t r a n s a c t i o n s than in the p u b l i c marke t s . Some d i f f e r e n c e was 
noted between income zones. Shoppers i n high income zones were 
s l i g h t l y more l i k e l y (10% vs 6%) to engage in extended conversa-
t i o n than were shoppers in low and middle income zones. On the 
o t h e r hand, shoppers in low and middle income zones were more 
l i k e l y (22% vs 15%) to use some s o r t of s a l u t a t i o n in a d d i t i o n 
to s t r i c t l y commercial i n t e r change than were high income zone 
shoppers . O lder customers were more l i k e l y to engage in extended 
c o n v e r s a t i o n and use s a l u t a t i o n s than were e i t h e r young a d u l t s , 
t e e n a g e r s , or c h i l d r e n . Here a g a i n , however , the d i f f e r e n c e s 
were minimal and two- th i rd s or more of a l l shoppers in each age 
group engaged in noth ing more than commercial i n t e r c h a n g e . 

I t i s a l s o i n t e r e s t i n g to note t h a t t ime spent in the tienda 

( o r p u b l i c market ) has l i t t l e r e l a t i o n s h i p w i th s o c i a l i n t e r c h a n g e . 
As might be expec ted , s o c i a l i n t e r change i n c r e a s e d as customers 
spent more than one minute in the tienda, but a g a i n , t w o - t h i r d s or 
more of a l l customers engaged in commercial i n t e r change o n l y . 

Exchange P a t t e r n s 

Food shoppers in La Paz buy on l y a few i tems each t ime they 
v i s i t an o u t l e t . The data i n Tab le 3.7 show the ex ten t to which 
consumers purchase on ly a few items a t each r e t a i l e r . Tienda 

customers were more l i k e l y to purchase on ly one i t e m , w h i l e p u b l i c 
market customers were s l i g h t l y more l i k e l y to purchase two or more 
i t ems . Very few customers buy more than th ree i t ems . 

The e x t e n t to which on ly a few i tems are purchased a t each 
shopping v i s i t i s r e f l e c t e d in the average va lue of these purchases . 
To those accustomed to $10, $15, and $20 purchases a t U . S . super-
marke t s , average purchases i n La Paz seem absu rd l y low. In tiendas 

the mean customer purchase was about $0.21 and the median purchase 



Table 3.7 Number of Items Purchased by 
Type of R e t a i l E s t a b l i s h m e n t 

P u b l i c Market Tienda 

Bought noth ing 2% 4% 
Bought one product 75 81 
Bought two products 1 7 11 
Bought th ree or more products 6 4 

SOURCE: MSU R e t a i 1 e r Survey (1967 ) . 

was $0.08. The mean purchase in the p u b l i c markets was $0.15 and 
the median purchase was $0.08. As examples of the number of u n i t s 
purchased , the customer w i t h one peso ( $ 0 . 0 8 ) , the median amount 
s p e n t , cou ld buy any of the f o l l o w i n g i tems in a tienda: 5 p i e ces 
of b read , 1 pound of s u g a r , 1.5 eggs, 1 pound of r i c e , or 0 .5 
pound of s h o r t e n i n g . In the p u b l i c marke t , one peso w i l l purchase 
about 1 pound of p o t a t o e s , 1.6 pounds of tomatoes , or 6 ounces of 
beef bones. 

In both p u b l i c markets and tiendas, males were most l i k e l y 
to make the s m a l l e r pu rchases . This i s not s u r p r i s i n g , s i n c e male 
shoppers were predominant l y c h i l d r e n and t e e n a g e r s , e s p e c i a l l y in 
the p u b l i c marke ts . O lder customers g e n e r a l l y made the l a r g e s t 
purchases in both p u b l i c markets and tiendas. High income zone 
customers spent more per shopping t r i p than d id low and middle 
income zone customers . However, i t should be noted t h a t even in 
high income zones , purchases are o f t e n no l a r g e r than $0.15 to 
$0.25. 

Non-Pr i ce Compe t i t i v e Tools 

An a t tempt was made to assess the r e t a i l e r s ' use of two non-
p r i c e c o m p e t i t i v e t o o l s , the ex tens ion of c r e d i t and the use of 

5 
vendaje . Very few i n s t a n c e s of c r e d i t ex tens ion were r eco rded . 
In both tiendas and p u b l i c ma rke t s , b e t t e r than n ine out of ten 
purchases were pa id f o r in cash . Tienda ope ra to r s were s l i g h t l y 
more i n c l i n e d than p u b l i c market o p e r a t o r s (7% vs 3% of a l l t r ans-
a c t i o n s ) to g i v e c r e d i t . 

In those cases where c r e d i t was g i v e n , the va lue of the pur-
chase was s u b s t a n t i a l l y h igher than the means and medians noted 

5 
Vendaje can be compared to a " b a k e r ' s dozen. " Many B o l i -

v i an customers t r a d i t i o n a l l y expect a f r e e a d d i t i o n to t h e i r pa id-
f o r purchase . 



e a r l i e r f o r a l l pu rchases . This suggests t h a t r e t a i l e r s were 
w i l l i n g to use c r e d i t as a market ing too l f o r t h e i r b e t t e r cus-
tomers. The mean va lue of c r e d i t purchases was $0.81 and the 
median va lue was $0.32 f o r tiendas3 or approx imate l y fou r t imes 
the mean and median va lues f o r a l l tienda pu rchases . For p u b l i c 
market r e t a i l e r s , the mean s i z e of c r e d i t purchases was $0.40, 
or s l i g h t l y under th ree t imes the mean va lue of a l l purchases 
recorded in the p u b l i c marke t s . 

C r e d i t was more l i k e l y to be g i ven by tiendas l o c a t e d in 
the middle and upper income zones of the c i t y . The g r a n t i n g of 
c r e d i t by tienda ope r a to r s a l s o v a r i e d w i th the f requency of 
shopp ing , the amount purchased , and the type of s o c i a l i n t e r c h a n g e 
between the shopkeeper and h i s customer. Those who shopped once 
a day or more were more l i k e l y to r e c e i v e c r e d i t than those shop-
ping i n f r e q u e n t l y , i . e . , l e s s than once per day. Customers who 
purchased in l a r g e r q u a n t i t i e s were a l s o more l i k e l y to r e c e i v e 
c r e d i t . ^ Moreover , those purchas ing in l a r g e r amounts were 
g e n e r a l l y g i ven longer c r e d i t terms. F i n a l l y , the data show t h a t 
customers engaging in extended c o n v e r s a t i o n were c o n s i d e r a b l y 
more l i k e l y to ob t a i n c r e d i t than those who had on ly minimal com-
m e r c i a l i n t e r c h a n g e . 

The g r a n t i n g of vendaje by p u b l i c market o p e r a t o r s and 
tienda keepers p a r a l l e l s the p a t t e r n of c r e d i t ex t ens ion d e s c r i b -
ed above. That i s , in both the p u b l i c markets and tiendas3 ven-

daje i s more l i k e l y to be g iven to customers who shop f r e q u e n t l y , 
spend more, and have a g r e a t e r degree of s o c i a l i n t e r c h a n g e w i th 
the r e t a i l e r . 

Summary 

Shopping behav io r in La Paz i s , to a c e r t a i n e x t e n t , a func-
t i o n of the type of o u t l e t , i . e . , p u b l i c market vs tienda. The 
major d i f f e r e n c e s in shopping p a t t e r n s between these two types of 
o u t l e t s are the sex of the shopper and the f requency of shopping. 
Shopping f o r f r u i t s and vege t ab l e s in the p u b l i c markets i s done 
ma in ly by women, whereas n e a r l y h a l f of the tienda customers are 
ma le , many of them c h i l d r e n or t e e n a g e r s . The neighborhood na ture 
of tiendas doubt l ess e x p l a i n s t h i s p a t t e r n . Tienda customers shop 

I t must be remembered, however , t h a t l a r g e spenders were 
c l a s s i f i e d as those spending more than $0.13 a t one v i s i t . Thus, 
the term has a d i f f e r e n t meaning than i n , f o r example, the Un i t ed 
S t a t e s . 



f r e q u e n t l y , o f t e n tw i ce a day or more, w h i l e p u b l i c market custom-
ers are l e s s f r equen t v i s i t o r s . Apar t from the study r epo r t ed in 
t h i s c h a p t e r , the re i s e v idence t h a t many peop l e , e s p e c i a l l y in 
the middle and upper income b r a c k e t s , do the bulk of t h e i r p u b l i c 
market shopping on S a t u r d a y s . No such weekly p a t t e r n appears to 
e x i s t in the case of tiendas. 

There i s some l o y a l t y to c e r t a i n r e t a i l e r s by cus tomers , as 
some two- th i rd s of a l l customers observed were s a i d to have pur-
chased p r e v i o u s l y from the r e t a i l e r . In many c a s e s , the l o y a l t y 
appears to d e r i v e from the cus tomer ' s p rox im i t y to the r e t a i l e r ' s 
p l a ce of bus i ne s s . R e t a i l o u t l e t s do not seem to s e r ve a s o c i a l 
f u n c t i o n . F u l l y two- th i rds of r e t a i1e r-consumer c o n v e r s a t i o n s 
were s t r i c t l y to the po in t of commercial i n t e r c h a n g e , w i th no 
s o c i a l a m e n i t i e s . Less than 10% of the c o n v e r s a t i o n s recorded 
were of an extended s o c i a l n a t u r e . More than two- th i rds of a l l 
customers spent l e s s than th ree minutes a t the r e t a i l i n g e s t a b l i s h -
ment. Wi th regard to c r e d i t e x t e n s i o n , on ly one-tenth of the 
t r a n s a c t i o n s recorded were made on a c r e d i t b a s i s . Thus, on ly 
l i m i t e d s t o r e l o y a l t y would seem to e x i s t a long t h i s economic 
di mens i on. 

Customers g e n e r a l l y bought in smal l q u a n t i t i e s . Most shop-
pers purchased on ly one i tem per v i s i t . R a r e l y d id a customer 
purchase th ree or more i t ems . The d o l l a r va lue of purchases was 
ex t reme ly s m a l l ; f o r tiendas the mean purchase was $0.21 and f o r 
pub ! i c markets $0.15. 

The data suggest t h a t l o y a l t y to e x i s t i n g o u t l e t s i s tenuous , 
based more on h a b i t than on s o c i a l or economic grounds. Thus, the 
i n t r o d u c t i o n of modern, l a r g e - s c a l e food o u t l e t s i s not l i k e l y to 
meet w i t h s o c i a l r e s i s t a n c e , nor w i t h economic r e s i s t a n c e i f cred-
i t i s not extended. The e f f e c t of f r e q u e n t , sma l1-quan t i t y pur-
chas ing i n tiendas on l a r g e - s c a l e , s e l f - s e r v i c e o u t l e t s i s u n c l e a r . 
Many f a m i l i e s may p r e f e r to purchase in smal l q u a n t i t i e s to reduce 
the problem of s to rage in the home, w i t h subsequent p o s s i b l e s p o i l -
age or " p i l f e r a g e " by the f a m i l y ' s c h i l d r e n . And, many f a m i l i e s 
undoubtedly l i v e on a hand-to-mouth b a s i s and cannot a f f o r t i n f r e -
quen t , 1 a rge-quan t i t y pu r chas i ng . However, the p a t t e r n seen in 
weekly shopping f o r p e r i s h a b l e s may t r a n s f e r to s e l f - s e r v i c e out-
l e t s , e s p e c i a l l y i f p r i c e r e d u c t i o n s accompany mode rn i za t i on . 



CHAPTER 4 

FOOD RETAILING IN LA PAZ 

The data p resen ted in Chapter 2 show the ex t en t to which 
f a m i l y income in La Paz i s devoted to purchases of food , espe-
c i a l l y f o r lower income f a m i l i e s . From the data in Chapter 3 
d e s c r i b i n g the consumer and h i s r e l a t i o n s h i p w i t h r e t a i l e r s , one 
conc ludes t h a t consumers are l i k e l y to shop f r e q u e n t l y (espe-
c i a l l y in tiendas), purchase r e l a t i v e l y smal l amounts a t any one 
o u t l e t on each shopping e x c u r s i o n , o b t a i n l i t t l e c r e d i t from re-
t a i l e r s , and d e r i v e l i t t l e in the way of s o c i a l i n t e r a c t i o n a t 
any r e t a i l i n g o u t l e t . 

In t h i s c h a p t e r , a d e s c r i p t i o n i s g i ven of food r e t a i l i n g 
e s t a b l i s h m e n t s i n La Paz , as w e l l as an a n a l y s i s of e x i s t i n g and/ 
or p o s s i b l e e n t r e p r e n e u r i a l a c t i v i t i e s in t h i s s e c t o r of the d i s-
t r i b u t i o n channe l . Four major c h a r a c t e r i s t i c s of r e t a i l e r s are 
d i s c u s s e d : ( 1 ) p e r s o n a l , (2 ) communicat ions , ( 3 ) economic , and 
(4 ) e n t r e p r e n e u r i a l . 

There are t h r ee d i s t i n c t types of r e t a i l e r s i n La Paz--
s t r e e t merchants , market women, and tienda keepe rs . In g e n e r a l , 
s t r e e t merchants and market women are f r e s h f r u i t and v ege t ab l e 
vendors , w h i l e tiendas are purveyors of d r i e d and processed food-
s t u f f s . Wh i l e market women ope ra te i n f i x e d , a ss igned s t a l l s i n 
p u b l i c marke t s , s t r e e t merchants--as the name i m p ! i e s - - s e l 1 t h e i r 
wares w h i l e sea ted on s t r e e t c o r n e r s . S t r e e t merchants o f t e n 
ope ra te on the f r i n g e s of the p u b l i c ma rke t s , but may a l s o be 
seen in areas remote from p u b l i c marke ts . A f u r t h e r c r i t i c a l 
d i f f e r e n c e between s t r e e t merchants and market women i s in t h e i r 
r e l a t i o n s h i p s w i t h the mun i c ipa l government. Market women pay a 
bus iness t a x ; s t r e e t merchants do no t . Market women, however , 
a r e , in e f f e c t , s u b s i d i z e d by the m u n i c i p a l i t y i n i t s p r o v i s i o n 
of p u b l i c f a c i l i t i e s , w h i l e s t r e e t merchants are under cons tan t 
t h r e a t - - o c c a s i o n a l l y c a r r i e d through--of banishment from the 
s t r e e t s . 

S i n c e no up-to-date l i s t i n g of La Paz food r e t a i l e r s e x i s t -
ed a t the time of t h i s s t u d y , i t was necessa r y to deve lop a l i s t 
from which a sample cou ld be drawn f o r i n t e r v i e w i n g . A census 
was conducted by the MSU p r o j e c t in December 1966 and J anua r y 
1967. The c i t y was d i v i d e d i n t o zones , w i t h canvasse r s ass igned 



to each zone. The canvasse rs noted the address ( o r l o c a t i o n ) of 
each r e t a i l e r , type of r e t a i l e r , and type of goods s o l d . 

With regard to types of r e t a i l e r , the three-way c l a s s i f i c a -
t i o n desc r i bed p r e v i o u s l y was used, w i t h a f u r t h e r s u b c l a s s i f i c a -
t i o n made in the case of tiendas. Tiendas were c l a s s i f i e d as 
" s m a l l " i f the s a l e s area cou ld accommodate one to t h r ee p e o p l e , 
"medium" i f f ou r to e i g h t people cou ld be hand led , and " l a r g e " 
i f t h e r e was a s a l e s area f o r n ine or more cus tomers . 

Approx imate ly 10,000 r e t a i l e r s were l o c a t e d by the canvas-
s i n g . The preponderance of smal l tiendas and the p a u c i t y of 
l a r g e o u t l e t s i s seen in Table 4 .1 . There are l i k e l y to be some 
15% more tiendas and market women than were counted. Depending 
on the time of day and the day of week, the re w i l l be v a r i a t i o n s 
in the number of market women in t h e i r s t a l l s and s e l l i n g . Under-
r e p o r t i n g was most l i k e l y to have occu r r ed i n the case of s t r e e t 
merchants . Aga in , the time of day and day of canvass ing a f f e c t 
the presence of s t r e e t merchants a t t h e i r normal p l a c e of bus i-
ness . Fu r the rmore , the census was taken in non-harves t months; 
pe rsona l o b s e r v a t i o n s i n d i c a t e d a f a r g r e a t e r i n c i d e n c e of s t r e e t 
merchants in the h a r v e s t months. An e s t ima t e of unde r- r epo r t i ng 
of s t r e e t merchants of 20 to 25% from peak s e l l i n g pe r iods i s 
p robab ly r e a l i s t i c . 

Tab le 4 .1 Number of R e t a i l e r s in La Paz by Type 
of R e t a i l e r and Type of P roduc t So ld 

Dry F ru i t s Canned 
To ta l Goods Meat & Veg. Goods Bev . P o u l t r y 

S t r e e t Merchants 2255 265 190 1782 70 121 68 
Market Women 3106 433 689 1951 208 67 218 
Tiendas 4445 3697 182 606 2819 4126 1037 

Smal 1 3456 2871 74 497 1999 3222 617 
Medi um 833 707 76 98 702 770 375 
Large 156 119 32 11 118 1 34 45 

Tota l 9806 4395 1061 4339 3097 4314 1323 

SOURCE: MSU R e t a i l e r Census (1966-67) . 

The data in Table 4 .1 c l e a r l y show the degree to which cer-
t a i n types of foods are so ld in s p e c i a l i z e d o u t l e t s . For example, 
86% of a l l f r u i t and v e g e t a b l e o u t l e t s are of the s t r e e t merchant-
p u b l i c market t ype . Meat o u t l e t s are a l s o h i g h l y c o n c e n t r a t e d in 
one r e t a i l e r t y p e , w i t h n e a r l y two- th i rd s being in the p u b l i c 



markets . Less than o n e - f i f t h of a l l meat o u t l e t s are s e l f - c o n -
t a i n e d , i n d i v i d u a l s t o r e o p e r a t i o n s . S a l e s of non-pe r i shab l e and 
processed foods are to be found main ly in tiendas. Of the t h r ee 
main c l a s s i f i c a t i o n s of non-pe r i shab l e s and processed foods , 83% 
of a l l dry goods o u t l e t s and ove r n i ne- t en ths of canned goods and 
beverage o u t l e t s are of the tienda t ype . Wi th r e spec t to the 
degree to which La Paz r e t a i l e r s s p e c i a l i z e by product l i n e , the 
census showed t h a t s l i g h t l y over h a l f of a l l r e t a i l e r s so ld on ly 
one product l i n e , w h i l e on ly 1% s o l d a l l s i x c l a s s e s of p roduc t s . 
To a g r e a t e x t e n t , meat and f r u i t and vege t ab l e r e t a i l e r s tended 
to s p e c i a l i z e in on ly one product t ype . The data in Tab le 4 .1 
show t h a t , because of a l i m i t e d product l i n e , on ly a very few 
r e t a i l e r s have the o p p o r t u n i t y to employ mixed-margin merchandis-
ing p o l i c i es . 

Some idea of the p l e t h o r a of food r e t a i l e r s may be had by 
c o n s i d e r i n g the number of r e t a i l e r s per f a m i l y . Taking i n t o ac-
count the degree of product s p e c i a l i z a t i o n , t he re i s approximate-
l y one meat r e t a i l e r per 75 f a m i l i e s , one r e t a i l e r of non-per ish-
ab les per 18 f a m i l i e s , and one f r e s h f r u i t and v ege t ab l e r e t a i l e r 
per 18 f a m i l i e s . In c o n t r a s t , the Un i t ed S t a t e s has approximate-
l y one food r e t a i l e r f o r eve ry 700 f a m i l i e s . 

A random sample of food r e t a i l e r s was drawn from the t o t a l 
census . Of the sample s i z e of 392, 85% of the i n t e r v i e w s were 
v a l i d and comprise the data base f o r the d e s c r i p t i o n and a n a l y s i s 
in t h i s c h a p t e r . Approx imate ly 20% of each i n t e r v i e w e r ' s ques-
t i o n n a i r e s were v a l i d a t e d by r e t u r n v i s i t s of a s e n i o r r e s e a r c h e r 
to the r e t a i l e r . The degree of c o i n c i d e n c e w i th o r i g i n a l re-
sponses was s u r p r i s i n g l y high and we f e e l c o n f i d e n t of the accu-
racy of the data p resen ted h e r e i n . 1 The data in t h i s chap te r are 
based on the f o l l o w i n g d i s t r i b u t i o n of i n t e r v i e w s : s t r e e t mer-
c h a n t s - ^ , market women--100, and tienda keepers--155. 

Pe rsona l C h a r a c t e r i s t i c s 

Demographic C h a r a c t e r i s t i c s 

For the most p a r t , food r e t a i l i n g in La Paz i s handled by 
women. The male-female mix i s s i g n i f i c a n t l y d i f f e r e n t between 

The on ly excep t ion to t h i s i s in the data on s a l e s volume. 
These data appear to be badly u n d e r s t a t e d . In view of the appar-
ent v a l i d i t y of the o t h e r d a t a , we f e e l t h a t responses to s a l e s 
volume were l a r g e l y unde r s t a t ed because of i g n o r a n c e , and not in-
t e n t i o n to m i s l e a d . 



the t h r ee types of r e t a i l e r s , but i n no case are more than 25% of 
the r e t a i l e r s men. Approx imate ly n i n e - t e n t h s of s t r e e t merchants 
and market women are l i k e l y to be f e m a l e s , w h i l e on ly t h r e e - f o u r t h s 
of tienda keepers are l i k e l y to be women. 

There are a l so s i g n i f i c a n t d i f f e r e n c e s between the th ree 
types of r e t a i l e r s w i th r e s p e c t to age. S t r e e t merchants have a 
mean age of 34, market women of 37, and tienda keepers of 41. 
Tab le 4.2 shows r e l a t i v e age d i s t r i b u t i o n f o r the t h r ee groups. 
As can be seen , tienda keepers tend to be o l d e r than r e t a i l e r s 
i n the o the r two c a t e g o r i e s . 

Table 4 .2 Age of R e t a i l e r by Type of R e t a i l e r 

Age 
14-32 33-42 43^ 

S t r e e t Merchants 45% 29% 26% 
Market Women 46 28 26 
Tienda Keepe rs 25 37 38 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

Approx imate ly o n e - t h i r d of the r e t a i l e r s i n t e r v i e w e d were 
s i n g l e , s e p a r a t e d , or widowed, and thus a p p a r e n t l y dependent on 
income from t h e i r food b u s i n e s s . S t r e e t merchants were more 
l i k e l y to be s i n g l e (42% of the r e s p o n d e n t s ) , w h i l e n e a r l y one-
t h i r d of both market women and tienda keepers were s i n g l e . 

Tienda keepers r e p o r t e d the l a r g e s t s i z e f a m i l i e s , w i t h a 
mean of 5 .5 . Market women had n e a r l y one person l e s s per f a m i l y , 
w i t h a mean of 4.7 pe r sons , w h i l e s t r e e t merchants had a mean of 
4 people per f a m i l y . Thus, w h i l e s t r e e t merchants may be more 
dependent on t h e i r b u s i n e s s , they have s l i g h t l y fewer people to 
s uppor t . 

I l l n e s s i s a p p a r e n t l y not a major problem in food r e t a i l i n g . 
When asked whether they had missed work in the l a s t month because 
of i l l n e s s , on ly one out of e i g h t tienda keepers responded in the 
a f f i r m a t i v e , w h i l e 20% of the market women and 26% of the s t r e e t 
merchants r epo r t ed hav ing been i l l . The mean number of days missed 
was 10 f o r tienda keepers and market women and 9 f o r s t r e e t mer-
chan t s . 



L e v e l s of Educa t ion 

Tienda keepers had a s u b s t a n t i a l l y h i ghe r l e v e l of educa-
t i o n and read ing a b i l i t y than s t r e e t merchants or market women. 
Over t h r e e - f i f t h s of s t r e e t merchants and market women were i l l i -
t e r a t e , w h i l e two- th i r d s of tienda keepers were ab le to read 

2 
w e l l . As seen in Tab le 4 . 3 , the d i f f e r e n c e s between s t r e e t mer-
chants and market women are not g r e a t , but between these two and 
tienda keepers the re i s a s i g n i f i c a n t d i f f e r e n c e . 

Tab le 4 .3 A b i l i t y to Read by Type of R e t a i l e r 

A b i l i t y to Read 
Unable P a r t i a l Able 

S t r e e t Merchants 62% 13% 25% 
Market Women 65 3 32 
Tienda Keepers 27 4 69 

SOURCE: MSU R e t a i l e r Survey (1 967) . 

The a b i l i t y to r ead , as shown above , i s c o n s i s t e n t w i t h the 
degree of s choo l i ng c la imed by respondents . Aga in , s t r e e t mer-
chants and market women were a t n e a r l y the same l e v e l , w i t h res-
p e c t i v e mean y e a r s of s c h o o l i n g of 1.5 and 1 .6 . In c o n t r a s t , 
tienda keepers had a mean of 5.2 y e a r s . Three out of f i v e s t r e e t 
merchants and market women r epo r t ed hav ing n£ formal e d u c a t i o n , 
compared to on ly one out of f i v e tienda keepers . 

In a d d i t i o n to the above i n d i c a t i o n of l i t e r a c y , we t e s t e d 
f o r e d u c a t i o n a l a s p i r a t i o n s . I n t e r v i e w e e s were asked what degree 
of educa t i on they d e s i r e d f o r t h e i r o l d e s t c h i l d . Respondents 
were then asked whether they thought the d e s i r e d l e v e l cou ld be 
a ch i e ved . As can be seen from Table 4 . 4 , tienda keepers had high-
e r e x p e c t a t i o n s than respondents in the o the r two groups. B e t t e r 
than two out of t h ree of tienda keepers d e s i r e d a u n i v e r s i t y edu-
c a t i o n , w h i l e approx imate l y h a l f of s t r e e t merchants and market 
women d e s i r e d t h i s l e v e l f o r t h e i r o l d e s t c h i l d . I n t e r e s t i n g l y , 
s t r e e t merchants were more l i k e l y to d e s i r e a u n i v e r s i t y educa t i on 
f o r t h e i r e l d e s t c h i l d (52%) than were market women (46% ) . More 

2 
Reading a b i l i t y was measured through a d m i n i s t r a t i o n of a 

sentence i n Span ish c o n t a i n i n g s i x words. Respondents were judged 
on the number of words they cou ld read in the s e n t e n c e , t h e i r 
speed of r e a d i n g , and t h e i r comprehension. 



than n i n e - t e n t h s of the tienda keepers expected to a ch i e ve t h e i r 
high l e v e l of a s p i r a t i o n , w h i l e 88% of the s t r e e t merchants and 
85% of the market women expected to a ch i e ve a lower a s p i r a t i o n . 

Table 4.4 Desi red 
01dest 

Leve l of Educa t ion f o r 
C h i l d by Type of R e t a i l e r 

Techni ca l 
School 

High 
School Uni v e r s i t y 

S t r e e t 
Market 
Tienda 

Merchan ts 
Women 
Keepe rs 

27% 
28 
14 

10% 
19 
10 

52% 
46 
70 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

Degree of M o b i l i t y and Group Membership 

As one i n d i c a t i o n of r e c e p t i v e n e s s to new i d e a s , we looked 
a t the degree to which each respondent had h i s t o r i c a l l y been ex-
posed to new people and p l a c e s . A s e r i e s of ques t i ons was asked 
r ega rd ing (1 ) m i l i t a r y s e r v i c e , ( 2 ) y e a r s of r e s i d e n c e in o t h e r 
p r o v i n c e s , ( 3 ) y e a r s of r e s i d e n c e in p resen t l o c a t i o n , and (4 ) 
t r a v e l o u t s i d e of B o l i v i a . A m o b i l i t y index was c o n s t r u c t e d from 
these v a r i a b l e s . On the bas i s of a three-way s p l i t , as seen in 
Tab le 4 . 5 , tienda keepers have the h i g h e s t m o b i l i t y , w i th s t r e e t 
merchants n e x t , and market women l e a s t mob i l e . 

Tab le 4.5 Degree of Mobi1i ty by Type of R e t a i l e r 

Low Medi um High 
Mobi1i t y Mobi1i t y Mobi1i t y 

S t r e e t Merchants 23% 45% 32% 
Market Women 34 43 23 
Tienda Keepers 11 50 39 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

An examinat ion of the v a r i o u s components of the m o b i l i t y 
index may help shed a d d i t i o n a l l i g h t on the degree to which re-
t a i l e r s have been exposed to new i d e a s , customs, ways of l i f e , 
e t c . Each i n t e r v i e w e e was asked whether she ( o r he) or spouse 
had se rved in the m i l i t a r y f o r s i x months or more. Tienda 

keepers or t h e i r spouses were more l i k e l y to have had t h i s 



e x p e r i e n c e , w i t h 88% hav ing s e r v ed . For s t r e e t merchants and mar-
ket women, a f f i r m a t i v e responses were s u b s t a n t i a l l y l o w e r , a t 71% 
and 68%, r e s p e c t i v e l y . 

Approx imate ly two- th i r d s of those i n t e r v i e w e d had never 
l i v e d in another p r o v i n c e . S t r e e t merchants and tienda keepers 
were more l i k e l y to have l i v e d longer in another p r o v i n c e . 

Tienda keepers were much more l i k e l y to have t r a v e l e d out-
s i d e of B o l i v i a than e i t h e r of the o the r two groups. Fourteen 
pe r cen t of tienda keepers r epo r t ed ou t-o f-coun t r y t r a v e l , vs 7% 
f o r s t r e e t merchants and 1% f o r market women. 

R e t a i l e r s were a l s o asked about membership i n th ree types of 
g roups--un ions , market women's o r g a n i z a t i o n s , and c o o p e r a t i v e s . 
Very low membership p a t t e r n s were r e p o r t e d ( see Table 4 . 6 ) . V i r -
t u a l l y none of the respondents r e p o r t e d membership in a c o o p e r a t i v e . 
Market women were f a r more l i k e l y to ho ld membership in the o t h e r 
two groups under c o n s i d e r a t i o n , but in no case d id membership ex-
ceed 25% of those i n t e r v i e w e d . I t would appear t h a t r e t a i l e r s are 
l i t t l e i n f l u e n c e d by such group membership. The apparent l a ck of 
i n f l u e n c e i s f u r t h e r s u b s t a n t i a t e d by the low degree to which those 
r e p o r t i n g membership say they r e c e i v e he lp from those o r g a n i z a t i o n s . 
Approx imate ly one- four th of p a r t i c i p a t i n g market women say they re-
c e i v e he lp from t h e i r union and/or market women's group. S t r e e t 
merchants r epo r t ed only s l i g h t l y g r e a t e r he lp ( o n e - t h i r d of those 
who he ld membership) from the union to which they be long. Thus, 
group membership i s low, and a p p a r e n t l y of no g r e a t he l p . 

Table 4.6 Group Membership by Type of R e t a i l e r 

Uni on Market Women 1s 
Membe r Group Coopera t i ve 

S t r e e t Merchants 18% 4% 1% 
Market Women 24 25 2 
Tienda Keepers 2 2 2 

SOURCE: MSU R e t a i l e r Survey ( 1 967 ) . 

Fami ly R e l a t i o n s h i p s and Sources of Other Income 

Reforms in the d i s t r i b u t i o n systems of underdeve loped eco-
nomies have t r a d i t i o n a l l y been v iewed as l i k e l y to i n c r e a s e unem-
ployment . We t h e r e f o r e a t tempted to determine the degree of 
extended f a m i l y i nvo l vement in food r e t a i l i n g and the degree to 
which f a m i l y groups had access to o the r sources of income. 

60 



With r e s p e c t to s t r e e t merchants and market women, we were 
i n t e r e s t e d i n the ex t en t to which these r e t a i l e r s a c t ed as o u t l e t s 
f o r r e l a t i v e s who were f a rme r s . Peop le i n La Paz who were f a m i l i a r 
w i t h the r e t a i l i n g of p e r i s h a b l e s had thought t h a t t h i s was preva-
l e n t . Our survey data suggested t h a t the r e t a i 1 e r - f a r m e r r e l a t i o n -
sh ip was not of a f a m i l i a l n a t u r e . Only 5% of s t r e e t merchants and 

3 

4% of market women r epo r t ed s e l l i n g f o r t h e i r husband or r e l a t i v e s . 
Some extended f a m i l y r e l a t i o n s h i p s appear to be i n e x i s t e n c e 

in the^ marke t ing of p e r i s h a b l e s . S l i g h t l y over one- four th of 
s t r e e t merchants and over o n e - t h i r d of market women r epo r t ed hav-
ing r e l a t i v e s in food r e t a i l i n g . A mean of 1.8 r e l a t i v e s in food 
r e t a i l i n g was r epo r t ed f o r those s t r e e t merchants i n d i c a t i n g t h i s 
f a m i l y r e l a t i o n s h i p , w i t h a h i ghe r mean of 2 .8 f o r market women re-
p o r t i n g t h i s r e l a t i o n s h i p . In a d d i t i o n to hav ing r e l a t i v e s i n 
o t h e r food r e t a i l i n g o p e r a t i o n s , some r e t a i l e r s r epo r t ed t h a t im-
mediate f a m i l y members worked w i th them in t h e i r o p e r a t i o n s . Only 
4% of s t r e e t merchants r epo r t ed t h i s p r a c t i c e . Almost o n e - f i f t h 
of the market women r epo r t ed t h a t immediate f a m i l y members worked 
w i t h them. In the case of tiendas3 20% of the respondents s a i d 
t h a t immediate f a m i l y members worked i n the b u s i n e s s . The ev idence 
seems to suggest moderate extended f a m i l y r e l a t i o n s h i p s f o r s t r e e t 4 
merchants and more i n v o l v e d f a m i l y r e l a t i o n s h i p s f o r market women. 

Less than one-tenth of food r e t a i l e r s r epo r t ed hav ing o the r 
j o b s . Tienda keepers were tw i ce as l i k e l y (9%) as s t r e e t merchants 
(4%) and market women (4%) to have a d d i t i o n a l sources of income. 
A mean o u t s i d e monthly income of $42 was r epo r t ed by the tienda 

keepers ho ld ing o u t s i d e j o b s . The th r ee s t r e e t merchants who he ld 
o t h e r jobs r epo r t ed a mean monthly o u t s i d e income of $18. 

A s u b s t a n t i a l m i n o r i t y of r e t a i l e r s r epo r t ed f a m i l y income 
a c c r u i n g from o the r members of the immediate f a m i l y . Table 4.7 
i n d i c a t e s the s i t u a t i o n f o r each of the th ree r e t a i l i n g groups. 
Twenty- three p e r c e n t of s t r e e t merchants r epo r t ed t h a t f a m i l y mem-
bers had o the r j o b s . Of 17 r esponden t s , seven were ab le to spec i -
f y the monthly income of immediate f a m i l y members; a mean monthly 

o 
There was some i n d i c a t i o n i n the farmer su rveys t h a t farm-

e r s ' w i ves from the Rio Aba jo-Pa l c a area brought f a m i l y produce 
i n t o La Paz f o r s a l e . These people s o l d ma in l y in the Rodr iguez-
Uruguay complex. 

^Although not s t a t i s t i c a l l y r e l i a b l e , p r e l i m i n a r y in-depth 
i n t e r v i e w s in the Sopocachi market r e v e a l e d a grandmother , mother , 
n i e c e , and two daughters o p e r a t i n g s e p a r a t e s t a l l s . P o s i t i o n s in 
the market were a p p a r e n t l y handed down through g e n e r a t i o n s . 



income of $32 was r e p o r t e d . Approx imate l y o n e - t h i r d of the market 
women and tienda keepers i n t e r v i e w e d r epo r t ed t h a t immediate f a m i l y 
members p rov ided a d d i t i o n a l income. In the case of market women, 
18 out of 33 were ab le to g i v e income d a t a ; a monthly mean of $22 
was r e p o r t e d . For tienda k eepe r s , 34 out of 54 i n d i c a t e d a mean 
monthly income f o r immediate f a m i l y members of $65. 

Table 4.7 Monthly Income of Immediate Fami ly Members 

Pe r cen tage of Mon t h l y 
Respon dents I ncomea 

S t r e e t Merchants 23% $32 
Market Women 34 22 
Tienda Keepers 32 65 

The mean f o r s t r e e t merchants i s based on data from 7 
of the 17 who r e p o r t e d immediate f a m i l y members w i t h out-
s i d e income. The p r o p o r t i o n f o r market women i s 18 out 
of 33, and f o r tienda k eepe r s , 34 out of 54. 
SOURCE: MSU R e t a i l e r Survey (1 967 ) . 

A s i z e a b l e m i n o r i t y of r e t a i l e r s have access to monthly in-
come s e p a r a t e from t h e i r r e t a i l i n g o p e r a t i o n s . Combining those 
r e t a i l e r s who have o the r jobs w i t h those who have o t h e r f a m i l y 
sources of income, we f i n d t h a t 27% of the s t r e e t merchants have 
a mean monthly o u t s i d e income of $28. More than o n e - t h i r d of 
market women have a mean monthly o u t s i d e income of $21. F i n a l l y , 
43% of tienda keepers r e p o r t e d a mean monthly o u t s i d e income of 
$59. 

P e r c e p t i o n s of P rogress 

R e t a i l e r s were asked a s e r i e s of ques t i ons r e l a t i n g to t h e i r 
p e r c e p t i o n of the progress which they and B o l i v i a were making. In 
g e n e r a l , they were d i s s a t i s f i e d about p rogress i n the p rev ious 
f i v e y e a r s , both f o r themse lves and B o l i v i a . S t r e e t merchants 
were the most unhappy. Tienda keepers were most l i k e l y to f e e l 
t h a t p rogress had been made. When asked about B o l i v i a ' s p rogress 
in the l a s t f i v e y e a r s , on l y 11% of s t r e e t merchan ts , 18% of mar-
ket women, and 28% of tienda keepers thought t h a t B o l i v i a had made 
good progress i n the p reced ing f i v e y e a r s . P e r c e p t i o n s of i n d i v i -
dual p rogress were s l i g h t l y more gloomy, w i t h on l y 9% of s t r e e t 
merchan ts , 15% of market women, and 20% of tienda keepers f e e l i n g 
they had made good p r o g r e s s . 



A g e n e r a l l y more o p t i m i s t i c view of the f u t u r e p r e v a i l e d , 
however. R e t a i l e r s were asked whether c o n d i t i o n s f i v e y e a r s in 
the f u t u r e would be " b e t t e r , " " t he same," or " w o r s e . " S l i g h t l y 
over t h r e e - f i f t h s of market women and tienda keepers f e e l t h a t 
c o n d i t i o n s w i l l be " b e t t e r " f i v e y e a r s hence , compared w i th on ly 
o n e - t h i r d of s t r e e t merchants . On the o the r hand, 15% of the 
tienda k eepe r s , 18% of the market women, and 32% of s t r e e t mer-
chants f e l t t h a t c o n d i t i o n s would be "worse " f i v e y e a r s hence. 

Communication C h a r a c t e r i s t i c s 

Two types of communication exposure were i n ves t i ga t ed--mass 
media exposure and i n t e r - p e r s o n a l communicat ions. Wi th r e s p e c t 
to the fo rmer , respondents were s t u d i e d f o r exposure to news-
pape r s , magaz ines , mov ies , and r a d i o . As cou ld be expec ted , g i ven 
t h e i r much h ighe r l e v e l of read ing a b i l i t y , tienda keepers were 
much more l i k e l y than o t h e r r e t a i l e r s to be exposed to p r i n t e d 
media. F i f t y - s e v e n pe rcen t of tienda keepers read or had news-
papers read to them, compared w i th 33% of s t r e e t merchants and 
26% of market women. The same r e l a t i o n s h i p s , a l though a t a lower 
l e v e l , a l so he ld t rue f o r magazine r e a d e r s h i p . 

Most r e t a i l e r s are not exposed to e i t h e r the a d v e r t i s i n g at 
movies or the modern iz ing e f f e c t s of the f i l m i t s e l f . Tienda 

keepers (41%) were most l i k e l y to have a t tended a movie in the 
month p reced ing the i n t e r v i e w , compared to 24% of market women 
and 23% of s t r e e t merchants . Less than one-tenth of the s t r e e t 
merchants and market women a t tended movies t h r ee or more t imes 
per month, compared to 17% of tienda keepers who a t tended t h i s 
o f t e n . 

The m a j o r i t y of r e t a i l e r s l i s t e n to the r a d i o . Nine out 
of ten tienda keepers r e p o r t e d l i s t e n i n g to the r a d i o , compared 
w i t h 70% of market women and 63% of s t r e e t merchants . Tienda 

keepers a l so had the most exposure , w i th t w o - t h i r d s r e p o r t i n g 
l i s t e n i n g to the r ad io t h r e e or more hours per day. Data on ex-
posure to r ad io are shown in Tab le 4 . 8 . The most popu la r r ad i o 
s t a t i o n i n La Paz i s Nueva Amer i ca , w i t h 63% of s t r e e t merchants 
and 61% of market women r e p o r t i n g t h i s as being the s t a t i o n they 
l i s t e n to most. Th ree- fou r ths of tienda keepers a l s o r epo r t ed 
t h a t Nueva America was t h e i r f i r s t cho i ce of s t a t i o n s to l i s t e n 
t o . 

Tienda keepers q u i t e c l e a r l y are exposed to mass media to 
a f a r g r e a t e r e x t e n t than s t r e e t merchants and market women. 



Both p r i n t e d and broadcas t messages can be u t i l i z e d to reach them. 
On the o the r hand, i t seems c l e a r t h a t b roadcas t messages are 
needed to reach the m a j o r i t y of s t r e e t merchants and market women. 

Tab le 4. .8 Radio Exposure by Type of R e t a i l e r ( hou r s/day ) 

0 1-2 3 + 

S t r e e t Merchan ts 3 7% 36% 2 7% 
Market Women JO 52 18 
Tienda Keepers 9 24 67 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

In an a t tempt to determine who might be the bes t communica-
t o r of i n f o r m a t i o n to r e t a i l e r s , we asked each i n t e r v i e w e e who 
was the best source of bus iness i n f o r m a t i o n . As seen in Tab le 4 . 9 , 
o t h e r merchants were c l e a r l y the most mentioned s o u r c e , rang ing 
from n e a r l y one-ha l f f o r tienda keepers to two- th i r d s f o r s t r e e t 
merchants . The government was cons ide red the bes t source by ap-
p rox ima te l y 20% of the respondents . T ruckers and ne ighbors were 
two o t h e r sources ment ioned. Al though r e t a i l e r s i n d i c a t e d t h a t 
t h e i r bes t sources would be someone in c l o s e p r o x i m i t y , i . e . , 
o the r merchants , on ly one in ten i n each group r epo r t ed d i s c u s s i n g 
bus iness methods w i t h o t h e r businessmen in the month p reced ing the 
i n t e r v i e w . Thus, w h i l e i n t e r p e r s o n a l sources p o t e n t i a l l y may have 
c r e d i b i l i t y , they are a p p a r e n t l y r a r e l y used. 

Tab le 4.9 Bes t Source of Bus iness I n f o r m a t i o n 
by Type of R e t a i 1 e r 

Merchant Government T rucker Neighbor 

S t r e e t Merchants 66% 20% 12% 2% 
Market Women 52 18 22 5 
Tienda Keepers 48 24 11 16 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

Economic Charac te r i s t i c s 

Genera l Bus iness P r a c t i c e s 

La Paz food r e t a i l i n g i s c h a r a c t e r i z e d by s m a l l - s c a l e u n i t s 
which opera te long hours . E n t r y and e x i t appear to be easy . The 

64 



ease of e n t r y and e x i t i s perhaps seen most c l e a r l y in the number 
of y e a r s r e t a i l e r s s a i d they had been in the food b u s i n e s s . Wh i l e 
the o v e r - a l l mean f o r a l l r e t a i l e r s was 7.9 y e a r s , the median was 
on ly 3.0 y e a r s . Market women had been in bus iness a mean of 9 .8 
y e a r s , in c o n t r a s t to a mean of 6 .2 f o r tienda keepers and a mean 
of 4.9 y e a r s f o r s t r e e t women. The g r e a t e r l o n g e v i t y f o r market 
women i s p robab ly a consequence of the guaranteed access to custom-
ers p rov ided by a f i x e d market s t a l l . A l s o , t he re are o b v i o u s l y 
only a l i m i t e d number of s t a l l s . H a l f the tienda keepers r epo r t ed 
hav ing been in bus iness two y e a r s or l e s s , w h i l e h a l f the market 
women r epo r t ed hav ing been in r e t a i l i n g n ine or more y e a r s . 

En t r y i n t o food r e t a i l i n g i s eased by the f a i r l y low i n i t i a l 
i nves tment r e q u i r e d . For a l l r e t a i l e r s , a mean of $68 was no ted , 
w i t h a range from $12 f o r s t r e e t merchants to $18 f o r market women 
to $108 f o r tiendas. The median inves tment i s c o n s i d e r a b l y l o w e r ; 
median inves tment was l e s s than $8 f o r both s t r e e t merchants and 
market women, compared to a median of $38 f o r tiendas. These 
amounts are probab ly not l a r g e enough to de t e r p r o s p e c t i v e e n t r a n t s . 

Pe rsona l funds were the main source of inves tment c a p i t a l , 
f o l l o w e d by loans from p r i v a t e i n d i v i d u a l s , and then commercial 
l o a n s . As seen in Table 4 .10 , market women were l e a s t l i k e l y to 
use persona l f unds , even though n e a r l y h a l f u t i l i z e d t h i s sou r ce . 
Nea r l y two- th i r d s of tienda keepers r e s o r t e d to t h e i r own c a p i t a l . 
O n e - f i f t h of the market women were ab le to ob ta in commercial l o a n s , 
p robab ly from s u p p l i e r s . 

Tab le 4.10 Source of O r i g i n a l C a p i t a l by Type of R e t a i 1 e r 

Pe r sona l 
Fun ds 

P r i va te 
Loan 

Commerci a l 
Loan 

S t r e e t Merchants 
Market Women 
Tienda Keepers 

5 7% 
48 
66 

22% 
28 
24 

13% 
19 

6 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

Very l i t t l e modern r e t a i l i n g equipment was used by the re-
t a i l e r s i n t e r v i e w e d . The data in Table 4.11 show the equipment 
used by type of r e t a i l e r . As can be seen , r e f r i g e r a t o r s , f r e e z e r s 
and cash r e g i s t e r s are g e n e r a l l y not to be found in food r e t a i l 
o u t l e t s . F u r t h e r , the data in Tab le 4.11 do not convey the age 
and the hand-made na ture of much of the equipment used by r e t a i l e r s , 



i n c l u d i n g ba lances and s c a l e s . When asked the market va lue of 
t h e i r equipment , on ly 20% of the tienda keepers were ab le or 
w i l l i n g to g i v e an e s t i m a t e ; the mean va lue was put a t $136. 
S t r e e t merchants and market women g e n e r a l l y cou ld not a ss ign a 
va lue to t h e i r equipment. 

Table 4.11 Equipment Usage by Type of R e t a i l e r 

S t r e e t Market Tienda 
Merchants Women Keepers 

Ba lance 1 7% 41% 34% 
Sea l e 18 48 79 
Counter 8 26 92 
D i sp l a y She l v e s 3 2 51 
G lass Showcase 5 1 84 
R e f r i g e r a t o r 0 1 1 
F r eeze r 0 1 0 
Cash R e g i s t e r 0 0 1 
Tab 1es 25 11 39 
Boxes 21 34 56 
Chai rs 5 1 40 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

The smal l s c a l e of food r e t a i l i n g i s e v idenced by the phys i -
ca l s i z e of the o p e r a t i o n s su rveyed . S t r e e t merchants and market 
women r a r e l y occup ied areas more than f i v e f e e t on a s i d e . Tien-

das were a l so s m a l l ; a mean s t o r e s i z e of 160 square f e e t and a 
median of 110 square f e e t were r e p o r t e d . Qu i te o f t e n a tienda was 
no more than a garage i n a p r i v a t e home or a room opening on the 
s t r e e t . Indeed , 62% of a l l tienda keepers r e p o r t e d l i v i n g on the 
same premises in which they had t h e i r b u s i n e s s . 

R e t a i l e r s c la imed t h a t ex tens ion of c r e d i t was f a i r l y common 
p r a c t i c e . Four out of ten s t r e e t merchants and h a l f the market 
women and tienda keepers s a i d they extended c r e d i t . Of those who 
c l a imed to extend c r e d i t , on ly 10% of s t r e e t merchants and market 
women s a i d they so ld a m a j o r i t y of t h e i r s a l e s on c r e d i t , w h i l e 
28% of tienda keepers s a i d a m a j o r i t y of t h e i r s a l e s were on cred-
i t . The mean number of days f o r which c r e d i t was g i ven ranged 

5 
See page 51 f o r a d i f f e r e n t view of c r e d i t p r a c t i c e s . When 

d i a r y records were kept of c r e d i t t r a n s a c t i o n s , l e s s than 10% of 
a l l purchases recorded were made on a c r e d i t b a s i s . S i n ce the 
t r a n s a c t i o n records r e p o r t a c t u a l behav io r as opposed to c l a imed 
b e h a v i o r , we conc lude t h a t , in f a c t , c r e d i t ex t ens ion i s not a 
common p r a c t i c e . 



from 10 days f o r s t r e e t merchants to 14 f o r market women to 20 f o r 
tienda keepers . In g e n e r a l , no charge was made on c r e d i t s a l e s . 

S u p p l i e r R e l a t i o n s h i p s 

Market Women and S t r e e t Merchants - Data on the r e l a t i o n -
sh ip between s u p p l i e r and r e t a i l e r a re a v a i l a b l e f o r s i x p e r i s h -
ab le p r o d u c t s - - p o t a t o e s , tomatoes , o n i o n s , c a r r o t s , o r anges , and 
bananas. These are the f r u i t and v e g e t a b l e i tems on which La 
Paz f a m i l i e s make t h e i r g r e a t e s t e x p e n d i t u r e s . They account f o r 
s l i g h t l y more than h a l f of a l l f r u i t and v ege t ab l e pu rchases . 

F r u i t s and v ege t ab l e s are purchased q u i t e f r e q u e n t l y by 
both s t r e e t merchants and market women. Both types of r e t a i l e r s 
shop an average of approx imate l y t h r ee t imes per week ( e v e r y 
o the r day ) f o r the s i x products mentioned above. 

S t r e e t merchants are l i k e l y to have on ly one s u p p l i e r per 
p r o d u c t , w h i l e market women r epo r t ed hav ing between one and two. 
When asked to s p e c i f y the t o t a l number of s u p p l i e r s they had, 
s t r e e t merchants r epo r t ed a mean of 2 .5 and market women a mean 
of 3 .6 . In-depth i n t e r v i e w i n g sugges ted , however , t h a t r e t a i l e r s 
of p e r i s h a b l e s are not s teady customers of one w h o l e s a l e r , but 
shop f o r the q u a l i t y and p r i c e which they d e s i r e . 

As might be expected w i th f r e q u e n t p u r c h a s i n g , the average 
va lue of the " l a s t purchase " made by the r e t a i l e r i s q u i t e low. 
The data in Table 4.12 show, s u r p r i s i n g 1 y , t h a t the mean purchases 
of v e g e t a b l e s by s t r e e t merchants are h ighe r than those of market 
women. On the o t h e r hand, market women had l a r g e r mean and median 
purchases of f r u i t s . I t seems c l e a r t h a t r e t a i l e r s of p e r i s h a b l e s 
a r e , w i t h few e x c e p t i o n s , not l i k e l y to have any g r e a t l e v e r a g e 
ove r t h e i r s u p p l i e r s . 

Table 4.12 Value of " L a s t Purchase " by Type 
of P roduc t and Type of R e t a i 1 e r 

S t r e e t Merchants Market Women 
Mean Medi an Mean Median 

Po ta toes $13.75 $7. 33 $5.83 $3.33 
Tomatoes 2.42 0.83 1.17 1 .00 
Onions 1 .92 1.17 0.92 0.67 
Carro ts 1 .92 0.67 1 .08 0.83 
Oranges 3.25 1 .25 3.67 2 .50 
Bananas 2.67 1 .00 5.58 1 .67 



Market women were more l i k e l y to obta in c r e d i t from t h e i r 
s u p p l i e r s . As w i l l be shown l a t e r , market women reported h igher 
sa l e s volumes than did s t r e e t merchants; t h i s h igher l e v e l of 
bus iness , as we l l as t h e i r f i xed l o c a t i o n , i s probably a major 
f a c t o r in t h e i r access to s u p p l i e r c r e d i t . Near ly h a l f of the 
market women reported r e c e i v i n g c r e d i t , as opposed to 29% of the 
s t r e e t merchants. 

C red i t extension was fo r l ess than a week fo r a l l products 
and fo r both types of r e t a i l e r s . S t r e e t merchants obta ined an 
average of 5.4 days c r e d i t and market women an average of 4.4 
days. Over h a l f (56%) of market women who rece i ved c r e d i t pa id 
an average of 7.7% fo r tha t c r e d i t . I f , as seems l i k e l y from the 
responses, t h i s i s a charge per purchase, the i n t e r e s t ra te on 
an annual bas is would be phenomenally h igh. 

With regard to the type of s u p p l i e r , market women were much 
more l i k e l y to buy p r i n c i p a l l y from market who lesa le rs than were 
s t r e e t merchants. Table 4.13 shows the most important s u p p l i e r 
reported by each type of r e t a i l e r . The great m a j o r i t y of market 

Table 4.13 Most Important S u p p l i e r by 
Type of Product and R e t a i l e r 

S t r e e t Merchants Market Women 

Potatoes 
Farmer 27% 18% 
Wholesa le r 73 73 

Tomatoes 
Farme r 43 8 
Wholes a l e r 57 92 

Onions 
Farmer 44 9 
Wholesa le r 56 88 

Carrots 
Farmer 47 5 
Wholesa ler 53 90 

Oranges 
Farmer-trucker 9 41 
Wholesa ler 91 59 

Bananas 
Farmer 11 33 
Wholesa ler 89 67 



women s e l l i n g v ege t ab l e s buy from w h o l e s a l e r s as opposed to buy-
ing d i r e c t from f a rmers . The m a j o r i t y of s t r e e t merchants s e l l -
ing v ege t ab l e s a l s o buy from w h o l e s a l e r s , but n e a r l y h a l f say 
they buy d i r e c t from f a r m e r s . Wi th regard to f r u i t s , the s i t u a -
t i o n i s r e v e r s e d . Some 90% of s t r e e t merchants buy from whole-
s a l e r s , w h i l e approx imate l y t w o - t h i r d s of market women buy from 
w h o l e s a l e r s . 

Tiendas - Data were ga the red on s u p p l i e r r e l a t i o n s h i p s f o r 
seven p roduc t s--bread , s u g a r , r i c e , p a s t a , f a t s and o i l s , canned 
goods, and s o f t d r i n k s . Wi th the excep t ion of b read , which i s 
purchased l a r g e l y on a d a i l y b a s i s , these products were purchased 
approx imate l y every t h r ee weeks. For the most p a r t , r e t a i l e r s 
are o b l i g e d to go to the w h o l e s a l e r to buy and to p rov i de t r a n s -
por t f o r i tems purchased . Bread and s o f t d r i nks are u s u a l l y 
d e l i v e r e d to the r e t a i l e r by the manu fa c tu r e r . For the o the r 
i tems on which we have i n f o r m a t i o n , 27% of the respondents i n d i -
ca ted t h a t t h e i r s u p p l i e r s d e l i v e r e d . As in the case of s t r e e t 
merchants and market women, tienda keepers were l i k e l y to have 
on ly a few s u p p l i e r s per ca tegory of product s o l d ; the average 
f o r the seven products r e p o r t e d on here was 1 .6 . Tienda keepers 
r e p o r t e d hav ing a t o t a l of 6 .5 s u p p l i e r s . Data on purchas ing 
f r e q u e n c y , d e l i v e r y s e r v i c e , and number of s u p p l i e r s are shown 
i n Table 4 .14. 

Tab le 4.14 Tienda Pu r chas ing F requency , Number of Supp l i ers , 
and D e l i v e r y S e r v i c e by Type of P roduc t 

Pu r chas i ng Number 
Freq uency of De l i very 

( t i mes/month) Supp l i ers S e r v i ce 

Ri ce 1 . 7 1 .6 40% 
Bread 26.3 1.4 79 
Sugar 1 .2 1.1 27 
Pas t a 1 .1 1 .3 22 
O i l s and Fats 1 .0 1 .2 26 
S o f t Dr inks 3.4 3.1 96 
Canned Goods 1.1 1 .4 22 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

The smal l s c a l e of La Paz tiendas i s r e f l e c t e d in the va lue 
of t h e i r " l a s t p u r c h a s e . " The data in Tab le 4.15 suggest t h a t 
few r e t a i l e r s , i f any , have s u f f i c i e n t pu rchas ing power to g r e a t l y 



i n f l u e n c e t h e i r s u p p l i e r s . A r e t a i l e r c o u l d , of c o u r s e , aggregate 
h i s purchases and thereby a ch i e ve some measure of l e v e r a g e over a 
s u p p l i e r . I f mean purchases of r i c e , s u g a r , p a s t a , o i l and sho r t-
e n i n g , and canned goods are summed, the average purchase cou ld 
reach $70. I t i s p o s s i b l e to buy a l l these i tems a t one of a 
l i m i t e d number of w h o l e s a l e r s , but even t h i s aggregated f i g u r e i s 
r a t h e r low. 

Tab le 4.15 Value of " L a s t Purchas-e" by 
Type of P roduc t f o r Tiendas 

Mean Value Medi an Val ue 

Ri ce $12.00 $7. 08 
Bread 3. 58 1 . 25 
Sugar 19.17 6. 67 
Pas ta 7.75 8. 33 
Fa ts and O i l s 21.33 6. 67 
S o f t Dr inks 13.92 4. 19 
Canned Goods 9.00 5. 00 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

Very few tienda keepers r epo r t ed r e c e i v i n g c r e d i t from t h e i r 
s u p p l i e r s . An average of 7% of the respondents r epo r t ed r e c e i v i n g 
c r e d i t , rang ing from 1 % of those purchas ing s o f t d r i nks to 13% of 
those purchas ing bread. An average of 22 days c r e d i t was extended. 
S o f t d r ink and bread s u p p l i e r s d id not charge f o r c r e d i t . Of 
those r e t a i l e r s who r e c e i v e d c r e d i t on the o the r i tems r epo r t ed 
on h e r e , n e a r l y one- four th r e p o r t e d being charged an average of 5%. 
I f a repayment pe r i od of t h r e e weeks i s assumed, the charge i s 
e q u i v a l e n t to an annual r a t e of some 85%. 

Wi th the excep t i on of s u g a r , on which 88% of tienda keepers 
r epo r t ed o b t a i n i n g a q u a n t i t y d i s c o u n t , t he re was l i t t l e ev idence 
of i n c e n t i v e to purchase i n q u a n t i t y . Not count ing s u g a r , an 
average of 15% of tiendas r e c e i v e d q u a n t i t y d i s c o u n t s . These 
d i s coun t s averaged 8%, rang ing from 6% f o r pasta to 13% f o r s o f t 
d r i nks. 

S a l e s , Margins and P r o f i t s 

An a c c u r a t e e s t ima t e of s a l e s volume by type of r e t a i l out-
l e t was not e a s i l y o b t a i n e d . One measure of s a l e s volume was ob-
t a i n e d through the survey q u e s t i o n n a i r e . Respondents were asked 
f o r t h e i r s a l e s " y e s t e r d a y " and " l a s t week . " These s a l e s were 



then p r o j e c t e d to a y e a r l y volume and averaged . S i n c e none of 
the s t r e e t merchants or market women i n t e r v i e w e d kept books, and 
on ly two tiendas d i d , i t seemed i m p r a c t i c a l to ask d i r e c t l y f o r 
f i g u r e s on annual s a l e s . Some b ias was b u i l t i n t o a ques t i on 
ask ing f o r " y e s t e r d a y ' s " s a l e s , s i n c e s a l e s volume probab ly v a r i e d 
by the day of the week. S a l e s " l a s t week" probab ly gave a b e t t e r 
e s t i m a t e when p r o j e c t e d a n n u a l l y , but we found a s i z e a b l e m i n o r i t y 
of r e t a i l e r s who could s p e c i f y on ly " y e s t e r d a y ' s " s a l e s . 

In a d d i t i o n to s a l e s data d e r i v e d from the survey ques t i on-
n a i r e , i n f o r m a t i o n was a v a i l a b l e from the d i a r y study of tiendas 

In t h i s s tudy a f u l l i n v e n t o r y ( a t r e t a i l e r c o s t ) of each tienda 

s t u d i e d was taken a t the i n i t i a l v i s i t . A r e t u r n v i s i t was made 
two to th ree weeks l a t e r and a d e t a i l e d f i n a l i n v e n t o r y was t aken . 
In a d d i t i o n , the va lue of purchases made by the r e t a i l e r in the 
pe r i od between i n v e n t o r i e s was recorded p roduc t-by-produc t . I t 
was thus p o s s i b l e to determine s a l e s volume dur ing the p e r i o d 
under c o n s i d e r a t i o n and then p r o j e c t to an annual b a s i s . Completed 
i n v e n t o r i e s and purchases were a v a i l a b l e f o r 22 tiendas; average 
annual s a l e s f o r these s t o r e s was c a l c u l a t e d a t $5680, approximate-
l y t h r e e t imes g r e a t e r than annual s a l e s r e p o r t e d by these o u t l e t s 
in the survey q u e s t i o n n a i r e s . 

Given the method f o r de te rmin ing annual s a l e s in the d i a r y 
s t u d y , i t i s h i g h l y l i k e l y t h a t the $5680 f i g u r e i s a c c u r a t e . As 
a f u r t h e r check of the r e l i a b i l i t y of the d i a r y s a l e s f i g u r e s , we 
looked a t the r e l a t i v e d i s t r i b u t i o n of s a l e s by product types in 
the tiendas covered in the d i a r y study and compared these w i t h the 
r e l a t i v e d i s t r i b u t i o n of consumption of these product types as 
r epo r t ed in the consumer study ( see Tab le 4 . 1 6 ) . The d i s t r i b u t i o n s 
are s u f f i c i e n t l y s i m i l a r to suggest t h a t the d i a r y study i s com-
p a r a b l e to the consumer s t u d y , and r e l i a b l e . 

S i n c e the survey data on tienda s a l e s proved to be unde r s t a t ed 
by a f a c t o r of t h r e e , c o r r e c t i o n s were a l so made to the r epo r t ed 
s a l e s volumes f o r s t r e e t merchants and market women. E s t i m a t i o n s 
were made on the bas i s of consumption r epo r t ed in the M i n i s t r y of 
Hacienda consumer study and the r e t a i l e r census conducted by the 
MSU resea r ch team. F i n a l e s t ima t e s of s a l e s by r e t a i l e r and prod-
uct type are g i ven in Tab le 4 .17. 

6 
As noted in Chapter 3, the tiendas s t u d i e d in depth were 

randomly drawn from the l a r g e r r e t a i l e r survey sample and are 
t h e r e f o r e cons ide red to be r e p r e s e n t a t i v e of tiendas in g e n e r a l . 



Table 4.16 R e l a t i v e S a l e s Volume of P roduc ts So ld i n Tiendas 

In-Depth M i n i s t r y of Hacienda 
D ia ry Study Consumer Study 

Food P roduc ts 81% 83% 
S o f t Dr inks 4 4 
Beer 5 4 
Non-foods 10 9 

100% 100% 

SOURCE: M i n i s t é r i o de Hac i enda , La Paz , B o l i v i a ; and MSU 
R e t a i l e r Survey (1 967) . 

Tab le 4. 17 E s t ima ted Annual S a l e s Volume 
by R e t a i l e r and P roduc t Type 

P rocessed and F r u i t s and 
Dr ied F r u i t Vege tab les Meat 

S t r e e t Merchants $2760 $2750 $ 9090 
Market Women 3580 3680 1 3550 
Tienda Keepers 5680 10900 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

As p a r t of the survey q u e s t i o n n a i r e , each r e t a i l e r was asked 
h i s buying and s e l l i n g p r i c e s f o r a number of s p e c i f i e d p r o d u c t s . 
Gross margins were then c a l c u l a t e d on the bas i s of s e l l i n g p r i c e 
l e s s buying p r i c e d i v i d e d by s e l l i n g p r i c e . Two methods were then 
used to determine an o v e r - a l l gross margin f o r the r e t a i l e r . A 
rough approx imat ion was ob t a i ned by ask ing the r e t a i l e r f o r h i s 
t h r ee l a r g e s t - s e l l i n g p r o d u c t s , and then ave rag ing the gross mar-
gins f o r these t h r e e p roduc t s . A more d e t a i l e d f i g u r e was o b t a i n e d 
by c a l c u l a t i n g the we igh ted average gross margin of a l l p roduc ts 
s o l d through the v a r i o u s o u t l e t s . The w e i g h t i n g s were based on 
consumption data d e r i v e d from the M i n i s t r y of Hacienda consumer 
s tudy . 

Gross margins by p r o d u c t , we ighted gross marg ins , and the 
r e p o r t e d average gross margin f o r the t h r ee l a r g e s t - s e l l i n g prod-
ucts are shown in Tab le 4.18 f o r dry and processed food r e t a i l e r s 
and in Table 4.19 f o r f r u i t and v e g e t a b l e r e t a i l e r s . The data in 
Table 4.18 cover some 90% of the va lue of products f l o w i n g through 
dry and processed food r e t a i l e r s , w h i l e the data in Tab le 4.19 
cover approx imate l y 65% of the va lue of the products f l o w i n g 



Table 4.18 Gross Margin E s t ima tes f o r Dry 
and P rocessed Food R e t a i l e r s 

P roduc t Reported Gross Margin 
Bread 17. .2% 
Sugar 12. .8 
Canned M i l k 11 . . 7 
Vege tab le O i l 12. .1 
R i ce 15. .7 
Eggs 12. .2 
S o f t Dr inks 26. .4 
Pas ta 14. .0 
S h o r t e n i ng 14. .0 
Beer 9, .4 
Canned Goods 12, . 5 
Mi s eel 1aneous 15, .0 ( e s t . ) 

Cof fee/Tea 
Ci g a r e t t e s 
Soap 
Wax 

Weighted average gross margi n 14, .8% 
Reported average of t h r e e 

1 a r g e s t - s e l 1 i ng products 13, .9% 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

Tab le 4.19 Gross Margin E s t ima t e s f o r 
F r u i t and Vege tab le R e t a i l e r s 

Reported Gross Margin 
P roduc t S t r e e t Merchants Market , Women 
Po ta toes 16. .8% 15. 4% 
Onions 19, .7 20. 8 
Bananas 20, .9 26. 2 
Tomatoes 22, .6 19. 5 
Chun a 16, .0 13. 9 
Oranges 23, .4 23. 6 
Ca r ro t s 22 .9 21 . 3 
Peas 21 .8 19. 2 
Beans 19 .7 24. 9 
Corn 2 8, .8 21 . 7 
L e t t u c e 20 .5 21 . 6 
Locoto 27 .2 20. 9 
Weighted average 

3% gross margin 20 .1% 19. 3% 
Reported average of 

th ree l a r g e s t -
s e l l i n g products 20 .2% 17. 8% 



through f r u i t and v ege t ab l e o u t l e t s . The approx imat ion d e r i v e d 
from ave rag ing the gross margins of the th ree l a r g e s t - s e l l i n g 
products i s q u i t e c l o s e to the p r o j e c t e d we ighted average f i g u r e . 

Most of the tiendas s t u d i e d c a r r i e d the i tems shown in 
Tab le 14.18. The in-depth d i a r y s tudy data showed t h a t tiendas 

c a r r i e d an average of 23 product t y p e s , of which 19 were food and 
4 non-food. The average va lue of i n v e n t o r y c a r r i e d by the tien-

das in the d i a r y study was $177. Data from the d i a r y study of 
market women showed t h a t these r e t a i l e r s c a r r i e d an average of 
n ine types of f r u i t s and v e g e t a b l e s w i t h an average i n v e n t o r y 
va lue of $21. 

As seen in Tab le 4 . 1 8 , d r i e d and processed goods gross mar-
g ins are w i t h i n a narrow range of 10% to 15%, w i t h the excep t i on 
of bread a t 17% and s o f t d r i nks a t 26%. The same p a t t e r n of mar-
gin u n i f o r m i t y i s seen in the data i n Tab le 4 .19 , w i t h the excep-
t i o n of po ta toes and ohuna ( d r i e d wh i t e p o t a t o e s ) , which have 
lower marg ins . In n e i t h e r case do the l a r g e s t - s e l l i n g products 
have a p p r e c i a b l y s m a l l e r marg ins , nor do the s lower moving prod-
ucts have a p p r e c i a b l y h i ghe r marg ins . Mixed margin p o s s i b i l i t i e s 
are c l e a r l y not being u t i l i z e d . 

The data deve loped on s a l e s and gross margins can now be 
combined w i th r e p o r t e d data on expenses to determine p r o f i t and 
l o s s s t a t e m e n t s . 7 G iven the apparent i n a c c u r a c i e s of the r e p o r t -
ed s a l e s f i g u r e s , ques t i ons may be r a i s e d r ega rd ing the v a l i d i t y 
of the data on expenses. No independent data i s a v a i l a b l e a g a i n s t 
which to check these data and they must be used as i s . " P r o f i t s " 
are ex t reme ly low in a l l food r e t a i l i n g e s t a b l i s h m e n t s except meat 
o u t l e t s , and any r easonab le b i a s in r e p o r t i n g of expenses w i l l not 
a l t e r the apparent p r o f i t a b i l i t y of r e t a i l i n g to any meaningfu l 
e x t e n t . P r o f i t and l o s s s ta tements f o r dry and processed food re-
t a i l e r s , f r u i t and v e g e t a b l e r e t a i l e r s , and meat r e t a i l e r s are 
shown in Tab les 4 .20 , 4.21 and 4 .22 , r e s p e c t i v e l y . 

Most r e t a i l e r s are e a rn i ng l i t t l e more than wages through 
t h e i r e n t r e p r e n e u r i a l a c t i v i t y . As noted e a r l i e r i n t h i s c h a p t e r , 
a m a j o r i t y of r e t a i l e r s are the on ly source of income f o r t h e i r 
f a m i l i e s . Wi th the excep t i on of meat r e t a i l e r s , whose " p r o f i t s " 
are g r e a t e r than average f a m i l y income in La Paz , r e t a i l e r s ' 
" p r o f i t s " are on ly one- four th to one-ha l f of average f a m i l y income 

The p r o f i t and loss s ta tements do not i n c l u d e a charge f o r 
the r e t a i l e r ' s t i m e ; t h u s , the p r o f i t f i g u r e which i s deve loped 
i s a r e t u r n on the r e t a i l e r ' s t ime ( i . e . , wages) as w e l l as r e t u r n 
on h i s i n v e s t e d c a p i t a l . 



i n the c i t y . Thus, these ope r a to r s are i n v e s t i n g c a p i t a l and long 
hours f o r v i r t u a l l y no r e t u r n o t h e r than low wages. I t seems c l e a r 
t h a t few r e t a i l e r s would be in a p o s i t i o n to r e - i n v e s t in t h e i r 
b u s i n e s s e s . 

Tab le 4.20 Annual P r o f i t and Loss S ta tements f o r 
Dr ied and P rocessed Food R e t a i l e r s 

S t r e e t Merchants Market Women Tiendas 

S a l e s $2760 $3580 $5680 
Gross Margin .148 .148 .148 

Gross P r o f i t $ 409 $ 530 $1010 

Expenses : 
Rent $ 0 $ 0 $ 135 
E l e c t r i c i t y 0 0 25 
Taxes 11 16 26 
D e l i v e r y Costs 10 8 1 8 
Ma intenance 4 8 1 3 
Packag ing 2 5 8 

To t a l Expenses $ 27 $ 37 $ 225 

Net P r o f i t $ 382 $ 493 $ 785 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

Table 4.21 Annual P r o f i t and Loss S ta tements 
f o r F r u i t and Vegetab le R e t a i 1 e r s 

S t r e e t Merchants Market Women 

Sa l es $2750 $3670 
Gross Margin .201 .193 
Gross P r o f i t $ 553 $ 708 

Expenses: 
Del i ve ry $ 26 $ 36 
Taxes 13 1 8 
Maintenance 6 9 
Packag ing 5 6 

To t a l Expenses $ 50 $ 69 
Net P r o f i t $ 503 $ 639 



Tab le 4.22 Annual P r o f i t and Loss S t a t e -
ments f o r Meat R e t a i l e r s 

S t r e e t Merchants Market , Women Tiendas 

S a l e s $9100 $13, 500 $10,900 
Gross Margin .202 160 .185 
Gross P r o f i t $1840 $ 2, 160 $ 2,020 

Expenses : 
Rent $ 0 $ 0 $ 150 
El e c t r i c i ty 0 0 30 
Taxes 15 49 25 
De l i very 90 118 95 
Maintenance 11 12 10 
Packag ing 24 33 25 

To ta l Expenses $ 140 $ 212 $ 335 
Net P r o f i t $1700 $ 1 , 948 $ 1 ,685 

SOURCE: MSU R e t a i l e r Survey (1967 ) . 

Somewhat s u r p r i s i n g l y , f r u i t and v e g e t a b l e market women earn 
more than dry and processed goods r e t a i l e r s . Margins are substan-
t i a l l y h i g h e r . In the case of market women, the f i x e d number of 
s t a l l s tends to r e s t r i c t e n t r y and hence , pe rhaps , c o m p e t i t i o n . 
I n t e r e s t i n g l y , s t r e e t merchants appear not to be c o m p e t i t i v e in 
the sense of o f f e r i n g products a t a reduced marg in ; i ndeed , t h e i r 
gross margins are h ighe r than those of market women. Expenses are 
a l s o lower f o r s t r e e t merchants and p u b l i c marke t s , as they are 
r e l i e v e d of r en t and e l e c t r i c i t y c o s t s . The m u n i c i p a l i t y i s thus 
s u b s i d i z i n g f r u i t and v e g e t a b l e r e t a i l e r s , e s p e c i a l l y those in 
the m a r k e t p l a c e . 

En t r ep reneu r ! ' a l A c t i v i t y 

The d e s c r i p t i o n p resen ted thus f a r of food r e t a i l i n g i n La 
Paz suggests a t r a d i t i o n a l l y s t a t i c , s m a l l - s c a l e o p e r a t i o n . The 
l e v e l of o p e r a t i o n s , except in a few c a s e s , does not p rov i de funds 
f o r any th ing o t h e r than minimal r e i n v e s t m e n t . Nor does the na tu re 
of the o p e r a t i o n s s t u d i e d suggest " bankab l e " loans even i f commer-
c i a l money f o r r e t a i l i n g were a v a i l a b l e . E n t r e p r e n e u r i a l a c t i v i t y 
might t h e r e f o r e have been expected to be a t a low l e v e l . 

A s e r i e s of ques t i ons were asked r e t a i l e r s in an a t tempt to 
determine h i s t o r i c a l i nves tment a c t i v i t y . Very few food r e t a i l e r s 
had i n v e s t e d in t h e i r bus inesses in the two y e a r s p r i o r to the 



i n t e r v i e w . An average of on ly 8% of the respondents s a i d they had 
i n v e s t e d in t h e i r bus inesses in the l a s t two y e a r s , rang ing from 
a low of 4% f o r s t r e e t merchants to 12% f o r market women. About 
h a l f o f those who s a i d they had i n v e s t e d had put t h e i r funds i n t o 
merchand i se ; the bulk of the remain ing h a l f had i n v e s t e d in minor 
equipment and t o o l s . Respondents were a l s o asked whether they had 
moved the l o c a t i o n of t h e i r bus iness or en l a rged t h e i r p h y s i c a l 
f a c i l i t i e s in the preced ing f i v e y e a r s . Less than 5% had changed 
t h e i r l o c a t i o n and v i r t u a l l y none had en l a rged t h e i r p h y s i c a l 
f a c i l i t i e s . 

R e t a i l e r s were a l so qu izzed r ega rd ing t h e i r e n t r e p r e n e u r i a l 
p lans f o r the f u t u r e . The most impor tan t measure of t h i s v a r i a b l e 
was probab ly ob t a i ned by the q u e s t i o n , "Do you need more money f o r 
you r b u s i n e s s ? " This i s , of c o u r s e , a l e a d i n g ques t i on and i t 
might have been expected t h a t most r e t a i l e r s would answer " y e s . " 
A " y e s " response by on ly o n e - t h i r d of the respondents i s f u r t h e r 
e v i dence of the low l e v e l of en t r ep reneu r i sm in La Paz food re-
t a i l i n g . We a l so asked those who s a i d they needed more money 
whether they had a c t u a l l y t r i e d to get the needed funds or to ob-
t a i n those i tems which they wished to have . Only one- four th of 
those who d e s i r e d funds had t r i e d to o b t a i n them. 

A more genera l measure of i n t e n t i o n to change was ob ta ined 
by ask ing the f o l l o w i n g q u e s t i o n s : 

1. Have you thought of opening o the r food r e t a i l i n g o u t l e t s ? 
2. Have you thought of changing the l o c a t i o n of your s t o r e ? 
3. Have you thought of e n l a r g i n g your o p e r a t i o n ? 
Approx imate ly one r e t a i l e r in ten i n d i c a t e d hav ing thought 

of making changes a long the l i n e s suggested by the q u e s t i o n s . How-
e v e r , of those who s a i d they p lanned to do someth ing , perhaps one-
t h i r d had a r easonab l y c l e a r idea of what they p lanned to do and 
what the cos t would be. 

When one cons ide r s t h a t food r e t a i l i n g i s l a r g e l y handled by 
women who are e i t h e r (1 ) very t r a d i t i o n a l o p e r a t o r s of s t r e e t lo-
c a t i o n s or p u b l i c market s t a l l s or (2 ) women running tiendas to 
supplement t h e i r f a m i l y ' s income, the f i n d i n g s j u s t d i s cussed are 
probab ly not s u r p r i s i n g . 

To get f u r t h e r i n s i g h t i n t o the o p e r a t i o n s of p u b l i c market 
s t a l l s and tiendasy day-long i n t e r v i e w s were he ld w i t h a subs ampie 
of r e t a i l e r s . In a d d i t i o n to c o l l e c t i n g the i n f o r m a t i o n on consum-
e r - r e t a i l e r i n t e r a c t i o n d e s c r i b e d i n Chapter 3, i n t e r v i e w e r s were 
i n s t r u c t e d to engage the r e t a i l e r in c o n v e r s a t i o n s r e l a t i n g to a 
s e r i e s of t o p i c s which had not been t r e a t e d e x t e n s i v e l y in the 



l a r g e r r e t a i l e r sample. In g e n e r a l , these ques t i ons d e a l t w i t h 
the r e t a i l e r s ' reasons f o r e n t e r i n g the b u s i n e s s , the changes they 
had cons ide red and/or made, and the b a r r i e r s they p e r c e i v e d as 
p r e v e n t i n g them from being more s u c c e s s f u l . The i n t e r v i e w e r s 
r eco rded the comments v e r b a t i m , and probed f o r c l a r i f i c a t i o n and 
f u r t h e r d e t a i l s . The responses were t r a n s l a t e d and ana l yzed f o r 
t h e i r main themes, which are summarized below. Our main aim was 
to p rov i de i n s i g h t s i n t o the r e t a i l e r s ' o p e r a t i o n s , not to deve lop 
s t a t i s t i c a l l y p r e c i s e p o p u l a t i o n e s t i m a t e s . 

The r e t a i l e r was asked to comment on whether he had ope ra ted 
another r e t a i l food f i rm p r e v i o u s l y , and when and why he began the 
f i r m c u r r e n t l y be ing o p e r a t e d . Very few r e t a i l e r s had moved from 
another l o c a t i o n to the p r e s e n t one. A smal l number had had com-
m e r c i a l or market ing expe r i ences e l s e w h e r e . Reasons g i ven f o r 
e n t e r i n g the bus iness o f t e n cen te r ed on some p r e s s i n g f i n a n c i a l 
need--such as widows faced w i th c h i l d r e n to suppo r t , or the neces-
s i t y to augment the main wage e a r n e r ' s meager income--and t h a t no 
o the r op t ion was a v a i l a b l e f o r them. 

Two ques t i ons probed the persona l a s p i r a t i o n of the r e t a i l -
e r s . One ques t i on d e a l t w i t h the changes they d e s i r e d in the f i rm 
i t s e l f , and the second d e a l t w i t h t h e i r d e s i r e s to change to a new 
l i n e of work. In terms of improv ing t h e i r p r e sen t b u s i n e s s , most 
of the r e t a i l e r s s a i d they would l i k e to have a w ide r assor tment 
of p r o d u c t s . 

The broader ques t i on conce rn ing whether they would l i k e to 
change occupa t ions i n d i c a t e d c o n s i d e r a b l y more d e s i r e to change 
among tienda r e t a i l e r s than among the p u b l i c market r e t a i l e r s . 
Many of the p u b l i c market r e t a i l e r s took the t r a d i t i o n a l i s t s t ance 
by s t a t i n g t h a t they "had never thought about changing" and "had 
a lways been i n the b u s i n e s s . " The tienda r e t a i l e r s were much more 
l i k e l y to say they d e s i r e d a change in o c c u p a t i o n ; about two- th i r d s 
made s p e c i f i c comments of t h i s n a t u r e . They named o p e r a t i n g a 
t a x i , a board ing house, or a tea shop as occupa t ions to which they 
a s p i r e d . However, these d i s s a t i s f i e d tienda r e t a i l e r s had an ap-
p a r e n t l y f a t a l i s t i c view of the p o s s i b i l i t y of such change occur-
r i n g . Most of them coupled t h e i r expressed w i l l i n g n e s s to change 
w i th the comment t h a t c a p i t a l was very d i f f i c u l t to ob t a i n and 
hence a c h i e v i n g such a change was u n l i k e l y . 

The r e t a i l e r s were asked to note a l l changes made in t h e i r 
f i rms dur ing the pas t few y e a r s , i n c l u d i n g the products they had 
added or dropped. The p u b l i c market r e t a i l e r s d id not r e p o r t any 
changes a t a l l to t h e i r s t a l l s or t h e i r p roduc t s . S i m i l a r l y , over 



half of the tienda retailers reported making no changes w h a t s o e v e r . 

Among tienda retailers making some additions to i n v e n t o r y , m o s t of 

them commented that the changes were made to make their shop appear 

we 11-stocked , even though they knew that many of the new items had 

very low rates of t u r n o v e r . 

Tienda retailers who ceased selling certain products seemed 

to do so p r i m a r i l y as a ready way to obtain c a s h , even at the ex-

pense of d e c a p i t a l i z i n g their f i r m . They were m o s t likely to drop 

staples so that they could m e e t s h o r t - t e r m cash n e e d s . H o w e v e r , 

staples are d i f f i c u l t for them to purchase on c r e d i t , and thus a 

little d e c a p i t a l i z a t i o n was likely to make it i m p o s s i b l e to restock 

the i t e m . 

The retailers were also asked about the barriers they per-

ceived to bringing about changes in their o p e r a t i o n s . The d o m i n a n t 

c o m m e n t is e x p r e s s e d as f o l l o w s : 

"It isn't w o r t h w h i l e to invest more m o n e y in this busi-
ness because I'm afraid I c o u l d n ' t sell all the p r o d u c t s , 
and since I have no m o n e y , e v e r y t h i n g w o u l d have to be 
on c r e d i t . I p o s s i b l y c o u l d n ' t pay it back and instead 
of making it e a s i e r it would be harder on me." 

The responses to q u e s t i o n s about change seem to revolve 

around the following line of r e a s o n i n g . Expansion is i m p o s s i b l e 

w i t h o u t more c a p i t a l , but low profits and current needs make a 

firm a very sluggish capital p r o v i d e r . O u t s i d e capital can only 

be o b t a i n e d if one has collateral and can pay i n t e r e s t rates of 

from 3 to 5% per m o n t h . M o s t retailers don't have the c o l l a t e r a l , 

and f u r t h e r m o r e see a s i g n i f i c a n t risk involved in taking on such 

a d e b t . Many retailers d o n ' t care to be in d e b t , for the cost of 

failure is forfeiture of w h a t little they have arduously accumulat-

e d . In recent years their e c o n o m i c a l l y precarious position has not 

improved because of the large number of new retailers entering the 

tienda b u s i n e s s . 

While the tienda o p e r a t o r s argued that competition was a 

s i g n i f i c a n t t h r e a t , the p u b l i c m a r k e t retailers voiced only m i n o r 

d i s c o m f i t u r e on this t o p i c . This is probably because the n u m b e r 

of stalls in the public m a r k e t s is c o n t r o l l e d by the m u n i c i p a l i t y , 

and the stall rate of growth has been n e g l i g i b l e . 

Summary 

The data d e v e l o p e d in this c h a p t e r clearly show the fragment-

ed and s m a l l - s c a l e nature of retailing o p e r a t i o n s . The average 

s t r e e t m e r c h a n t has a w e e k l y sales volume of $ 5 0 ; the average 



market woman has a l a r g e r s a l e s volume, but s t i l l on ly $70 per 
week. Tiendas have even l a r g e r s a l e s vo lumes, but the average 
weekly volume reaches only $110. Accord ing to our survey d a t a , 
beef r e t a i l e r s have the l a r g e s t s a l e s vo lumes, a t $200 to $250 
per week. Low s a l e s volumes have t h e i r c o u n t e r p a r t s i n low 
r e t u r n s , w i t h few r e t a i l e r s ea rn ing more than wages f o r the t ime 
and c a p i t a l i n v e s t e d in t h e i r o p e r a t i o n s . 

There i s a high degree of product s p e c i a l i z a t i o n in r e t a i l -
i ng . Only 1% of r e t a i l e r s censused c a r r i e d a f u l l l i n e of produce , 
meat , and g r o c e r i e s . The high degree of s p e c i a l i z a t i o n , t o g e t h e r 
w i t h low s a l e s vo lumes, has r e s u l t e d i n v i r t u a l l y homogeneous 
margins w i t h i n any commodity group. That i s , the re i s l i t t l e or 
no d i f f e r e n c e in margins between fas t-mov ing s t a p l e s and slow-
moving i t ems . 

None of the r e t a i l e r s su rveyed appear capab le of e i t h e r coor-
d i n a t i n g or s i m p l i f y i n g the supply channe l s . The average f r u i t 
and vege t ab l e r e t a i l e r purchases i n q u a n t i t i e s of $2 to $10. 
C l e a r l y , no demands f o r q u a l i t y can be e n f o r c e d , nor i s the r e t a i l -
er capab le of bypass ing i n t e r m e d i a t e po in t s in the supply channe l . 
Tiendas a l so purchase i n smal l q u a n t i t i e s and appear i n c a p a b l e of 
channel c o o r d i n a t i o n . 

G iven the popu l a t i on growth i n d i c a t e d by the data in Chapter 
2, t o g e t h e r w i t h the ex t en t to which food expend i tu res absorb the 
income of the average La Paz f a m i l y , two impor tan t p ressu res are 
put on the r e t a i l i n g system. F i r s t , w i l l i t be capab le of expanding 
to meet i n c r e a s e d demand? Second, i s i t capab le of c o n t r i b u t i n g to 
lowered food p r i c e s in the c i t y ? Wi th regard to the f i r s t q u e s t i o n , 
i t may be p o s s i b l e to mere ly expand the number of r e t a i l e r s in the 
c i t y , a l though t h i s would appear to comp l i c a t e even f u r t h e r the 
process of supp l y i ng each of these r e t a i l e r s w i t h the smal l quan t i -
t i e s of product demanded of them. 

With regard to the second q u e s t i o n , the p resen t group of re-
t a i l e r s appears i n c a p a b l e of reduc ing the p r i c e of food. The degree 
of product s p e c i a l i z a t i o n and the low s a l e s volume of the average 
r e t a i l e r make mixed-margin merchand is ing v i r t u a l l y i m p o s s i b l e . Re-
duc t ions i n the p r i c e a t which the r e t a i l e r purchases a l s o appear 
u n l i k e l y , g i ven the m i n i s c u l e amount of economic power a v a i l a b l e to 
the average r e t a i l e r . I t must be conc luded t h a t p r i c e r e d u c t i o n s 
a re h i g h l y doubt fu l un less l a r g e r - s c a l e r e t a i l i n g and w ide r product 
l i n e o f f e r i n g s are deve loped. 

Few r e t a i l e r s appear capab le of change. S t r e e t merchants and 
market women ope ra te in a h i g h l y t r a d i t i o n a l manner and have l i t t l e 



e d u c a t i o n . I t may be p o s s i b l e to c o o r d i n a t e the market women's 
a c t i v i t i e s , but t h i s w i l l not be e a s i l y done. Tienda ope ra to r s 
are more l i t e r a t e and perhaps more capab le of change. However, 
in-depth i n t e r v i e w s suggest t h a t many ope r a to r s are in r e t a i l i n g 
on ly to supplement the f a m i l y income and take a h i g h l y t r a d i t i o n -
a l approach to t h e i r bus i ne s s . 



CHAPTER 5 

THE WHOLESALE SECTOR 

A l a rge number of r e l a t i v e l y small f i rms handle the whole-
s a l i n g of food in La Paz. These opera t ions are g e n e r a l l y one-
person or f ami l y concerns , w i th few employees outs ide the imme-
d i a t e fami l y c i r c l e . The data in Chapter 4 showed the p le thora 
of food r e t a i l e r s served by the wholesa le s ec to r and the small 
q u a n t i t i e s in which these r e t a i l e r s purchased. I t i s , t h e r e f o r e , 
not s u r p r i s i n g to f i n d tha t a major share of who lesa l e r sa l e s are 
made in q u a n t i t i e s which are i n d i c a t i v e of r e t a i l , r a the r than 
who l esa l e , ope ra t i ons . I f there i s any one f ea tu re which charac-
t e r i z e s a l l but a handful of La Paz w h o l e s a l e r s , i t i s an apparent 
i n a b i l i t y to ach ieve s ca l e economies. 

B road l y , there are four d i s t i n c t groups of food who lesa le r s 
in La Paz: (1) l a rge impor te r s , (2) small w h o l e s a l e r - r e t a i l e r s 
dea l ing in dry and processed foods, (3) f r u i t and vegetab le 
w h o l e s a l e r s , and (4) meat who l e sa l e r s . W i th in each of these 
c a t e g o r i e s , there are f u r t h e r breakdowns. For example, some 
importers handle a range of food products , wh i l e others ope ra t e , 
as does N e s t l é , w i th only one product or brand. F r u i t and vege-
tab le who lesa le rs tend to s p e c i a l i z e in s p e c i f i c products , e . g . , 
oranges, bananas, potatoes or onions. In t h i s chap te r , we w i l l 
d iscuss the groups s e p a r a t e l y , as each has i t s own c h a r a c t e r i s -
t i c s and f unc t i ons . 

Importers 

F ive l a rge f i rms dominate the import ing and who lesa l ing of 
f l o u r , canned goods, pork l a r d , and, to a c e r t a i n ex t en t , ed ib l e 
o i l . In addi t i on, a few of these houses deal in r i c e . These im-
por te rs are the only t rue food who lesa le rs in La Paz, in terms of 
opera t ing p r i m a r i l y as in te rmed ia te i n s t i t u t i o n s in the marketing 
channel . 

Although the l a rge houses w i l l , in p r i n c i p l e , s e l l to any-
one, there a r e , in p r a c t i c e , l i m i t s to such a p o l i c y . For most 
impor te r s , minimum purchase q u a n t i t i e s have been e s t a b l i s h e d 
which g e n e r a l l y r e s t r i c t sa l es to the l a r g e r r e t a i l e r s . One 
w h o l e s a l e r , f o r example, has se t minimum purchase q u a n t i t i e s at 
50 cans fo r l a r d and 100 cans fo r o i l . At the same t ime, one 



case i s usua l l y the minimum for canned goods. Another importer 
w i l l s e l l as l i t t l e as one case of canned goods or vegetable o i l . 
This f i rm has no minimum order quan t i t y fo r l a r d i f the purchaser 
i s a r e t a i l e r , and a minimum order quan t i t y of f i v e to ten cans 
i f the customer i s a p r i v a t e i n d i v i d u a l purchasing wi th cash. 

The above examples are r e p r e s e n t a t i v e of the major La Paz 
impor ters . Quite c l e a r l y , these l i m i t a t i o n s on order s i ze are 
symptomatic of the s c a r c i t y of l a rge r e t a i l i n g es tab l i shments in 
the c i t y . I t s imply i s not p o s s i b l e , fo r example, to r equ i r e 
r e t a i l e r s to purchase canned goods in l o t s of f i v e , t en , or f i f -
teen cases . On the other hand, one importer noted tha t few re-
t a i l e r s purchase in l a rge enough quan t i t y to j u s t i f y a d i scount . 
His f i rm g ives a d iscount of 2 to 4% on orders of 25 to 50 cases 
of canned mi lk . A purchase of 100 cans of l a r d i s requ i red to 
obta in a quan t i t y d i scount . This who lesa le r appears to have 
o r i en ted h is sa l es e f f o r t s toward the w h o l e s a l e r - r e t a i l e r r a the r 
than the pure r e t a i l e r . 

Importers do not appear to have a set p o l i c y regarding 
quan t i t y d i scounts . The d iscount p o l i c y fo r a number of products 
v a r i e s a t any po int in time depending on the p r i c e at which the 
importer purchases. I f the purchase i s l a rge enough and condi-
t ions p r o p i t i o u s , a p r i c e deal can be made. As one importer 
noted, "There are no l o ya l customers; each one i s c o n t i n u a l l y 
barga in ing for a b e t t e r buy . " 

Each of the importers i n t e r v i ewed i s prepared to g ive c r e d i t , 
l a r g e l y on the bas is of l e t t e r s of guarantee. A very few o l d , 
t r u s t ed customers are permi t ted to purchase on open c r e d i t accounts . 
C red i t terms g e n e r a l l y r e f l e c t the turnover time of the a r t i c l e 
so ld . For example, bas ic items such as f l o u r , l a r d and ed ib l e o i l 
are so ld on the bas is of 15 to 30 days c r e d i t . Canned goods, on 
the other hand, command 60 and o c c a s i o n a l l y 90 days c r e d i t . Cred-
i t sa l es comprise approximately 50% of the t o t a l sa l es of the 
l a rge impor te rs . Bad debt losses appear to be min imal ; companies 
i n t e r v i ewed reported less than 0.25% of s a l e s . None of the com-
panies i n t e r v i ewed charged fo r c r e d i t per se, although some had 
d i f f e r e n t i a l p r i c i n g depending on whether the purchase was c r e d i t 
or cash. The ma jo r i t y of c r e d i t sa l es appear to bear no charge. 

Whi le each of the import houses has two or three salesmen, 
they seem to be order- takers on l y . One or two f i rms gave i nd i ca-
t ions of more i n t e n s i v e f i e l d sa les e f f o r t s , but apparent ly had no 
concrete p lans . Minimal cont ro l appears to be exe r c i sed over the 



sa l es f o r ce . Monthly incomes fo r salesmen ranged from $125 to 
$333. A l l were paid a bas ic s a l a r y plus commission. 

De l i v e r y s e r v i c e was provided by a l l but one of the import-
ers i n t e r v i ewed . For most f i r m s , one t ruck was s u f f i c i e n t to 
handle the volume of d e l i v e r e d goods. One f i rm o f f e r e d i t s cus-
tomers the opt ion of a reduced p r i c e i f the customer would do h is 
own t r anspor t i ng of purchased products . Another f i rm would not 
d e l i v e r f l o u r because of the low margins on tha t i tem. 

Gross margins range between 2% and 25% depending on the 
product . Sugar margins are regu la ted by the Government and were 
3% a t the end of 1966. Canned milk i s so ld at approximately a 10% 
gross margin. Canned goods gene r a l l y br ing a gross margin of 20 
to 25%, j u s t i f i e d mainly by the low turnover in t h i s i tem. Lard 
and vegetab le o i l command very low margins, usua l l y 2 to 5%. 
Competit ion from smugglers b r ing ing o i l in from Argent ina keeps 
the o i l margin at a n e g l i g i b l e l e v e l . One importer t o l d of cer-
t a i n operators purchasing Argent ine pesos in the black market at 
a 20% d i scount . (The peso was then under deva lua t ion p r e s s u r e s . ) 
The opera tor then used these pesos to purchase Argent ine o i l in 
one of the northern border towns and so ld the o i l purchased wi th 
these "cheap" pesos in La Paz . 1 The ed ib l e o i l p r i c e dropped 20% 
in a very shor t t ime. Margin s t a b i l i t y in l a r d i s v i r t u a l l y im-
poss ib l e because of the va ry ing p r i c e s at which l a r d can be bought 
at any given po in t in time from a v a r i e t y of i n t e r n a t i o n a l sources . 

The coming of l a rge r e t a i l o u t l e t s w i l l undoubtedly a f f e c t 
the operat ions of the l a rge impor te rs . As in other c o u n t r i e s , 
importers wi th e x c l u s i v e d i s t r i b u t o r s h i p s can ho ld , or attempt to 
ho ld , the l i n e on c e r t a i n branded products . However, any breaking 

There i s a twice weekly t r a i n between La Paz and the Argen-
t ine border at La Quiaca. The main business on t h i s route i s 
t r a n s p o r t a t i o n of women who handle contraband between La Paz and 
Argent ina . One member of the research s t a f f took t h i s 30-hour 
t r a i n r ide and was amazed at how we l l organized the e n t i r e opera-
t ion i s . There was one women merchant who d i r e c t e d in La Quiaca 
the load ing of her goods by her crew of f i v e persons i n t o , around, 
o ve r , and under her sea t in a second-class car f o r more than an 
hour. Whi le f i v e a s s i s t a n t s was uncommon, i t was obvious the 
second-class car was r e a l l y a f r e i g h t car fo r food products . Be-
fore the Argent ine peso deva lua t ion in Ap r i l of 1967, these mer-
chants brought r a d i o s , record p laye rs and other minor consumer 
durables from La Paz and so ld them in Argent ina fo r an exchange 
of processed foods. On the t r i p back to La Paz, these same mer-
chants se t up shop every time the t r a i n stopped. I f i t was a 
shor t s top , goods were d i sp l ayed in windows. When t r a i n engines 
were changed, the women merchants would l eave the t r a i n and se t 
up market on the s t a t i o n p la t fo rm. 



of the p r i c e l i n e in e q u i v a l e n t s u b s t i t u t e s u s u a l l y f o r c e s the 
p r i c e m a i n t a i n e r to f o l l o w s u i t . One d i s t r i b u t o r f u l l y i n t ends 
to s e l l to any l a r g e r e t a i l e r e n t e r i n g the market a t the same 
p r i c e as to a s m a l l e r tienda\ the p o l i c y i s to avo id g i v i n g a 
c o m p e t i t i v e advantage to any one of the f i r m ' s cus tomers . 

Another impor te r i n d i c a t e d t h a t he was p repared to make 
s u b s t a n t i a l s h i f t s i n p o l i c y should any l a r g e - s c a l e r e t a i l e r s 
appear on the scene . For example, he was c o n s i d e r i n g p e r m i t t i n g 
the d i r e c t i m p o r t a t i o n by a supermarket of h i s products in re-
turn f o r a 5% commission. At the same t ime , c r e d i t of 60 r a t h e r 
than 15 to 30 days would be extended. S t i l l another l a r g e whole-
s a l e r was f rank i n adm i t t i ng t h a t no p o l i c y had y e t been deve loped . 
Wh i l e t h i s manager knew t h a t he would have to a d j u s t to a new 
env i ronment , i t was not c l e a r to him what h i s new env i ronment 
would r e q u i r e . Of one th ing he was sure — l a r g e r e t a i l e r s , be-
cause of t h e i r g r e a t e r purchas ing power, would purchase a t lower 
p r i c e s than p resen t cus tomers . 

One impor te r s t a t e d most c l e a r l y the dilemma which seems to 
f ace most who lesa l e r - i m p o r t e r s —a l a r g e r e t a i l e r cou ld q u i t e eas-
i l y purchase d i r e c t such key i tems as r i c e , l a r d , sugar and o i l . 
Th is impor te r c l a imed t h a t a supermarket cou ld purchase a t the 
same p r i c e as the t r a d i t i o n a l i m p o r t e r . I t shou ld be no ted , how-
e v e r , t h a t the l a t t e r are the r e c i p i e n t s of 120 to 160 days c r e d i t 
from c e r t a i n s u p p l i e r s , and t h i s i s not i n c o n s e q u e n t i a l c a p i t a l 
s a v i ng in a count ry where i n t e r e s t r a t e s range from 12 to 20%. 

Thus, as one looks a t the t r a d i t i o n a l i m p o r t e r s , they seem 
to be p r o v i d i n g a needed s e r v i c e a t f a i r l y low cos t to the economy. 
Wh i l e margins in canned goods are perhaps somewhat h i g h , t he re i s 
a c e r t a i n l o g i c i n the mixed-margin approach used. In the p r e sen t 
B o l i v i a n s i t u a t i o n , canned goods are a luxury and are not l i k e l y 
to move out of t h a t ca tegory w i t h o u t d r a s t i c changes in the produc-
t i o n and marke t ing p o l i c i e s of l o c a l food p r o c e s s o r s . G iven 
p r e s e n t c o n d i t i o n s , margins of 10% or l e s s i n canned mi lk products 
do not appear e x c e s s i v e . C e r t a i n w h o l e s a l e r s have i n d i c a t e d they 
would reduce even t h i s low margin i f l a r g e r e t a i l e r s s t a r t e d opera-
t i on. 

In the pr imary n e c e s s i t y products of f l o u r , s u g a r , l a r d and 
o i l , the margins en joyed by the w h o l e s a l e r - i m p o r t e r are not h igh . 
Wh i l e margins of l e s s than 5% are expected in l a r g e volume, r a p i d 
t u r n o v e r i tems in a deve loped economy, they are not n e c e s s a r i l y 
the r u l e i n a market in which the w h o l e s a l e r has to deal w i t h l i t -
e r a l l y hundreds of smal l cus tomers . 



W h o l e s a l e r - R e t a i l e r s 

The minimum o rde r q u a n t i t y and the q u a n t i t y d i s coun t p o l i c i e s 
of the l a r g e impor te r s are such t h a t many r e t a i l e r s in La Paz would 
not have access to i m p o r t e r - w h o l e s a l e r s . As a r e s u l t , an i n t e r -
mediate s tep i n the channel has deve loped . A number of w h o l e s a l e r -
r e t a i l e r s are c l u s t e r e d in a few b locks in the p r i n c i p a l market 
area of La Paz. These i n t e r m e d i a r i e s s e l l a t r e t a i l , but they a l s o 
s e l l a t a d i s coun ted p r i c e to o t h e r , s m a l l e r r e t a i l e r s who purchase 
i n broken l o t s . In a c i t y w i th some 5000 smal l food s t o r e s , the 
development of w h o l e s a l e r - r e t a i 1 e r s was perhaps i n e v i t a b l e . The 
l a r g e impor te rs were not i n t e r e s t e d in coping w i t h the paperwork 
and a d m i n i s t r a t i o n r e q u i r e d to deal in t i n y t r a n s a c t i o n s w i t h smal l 
r e t a i l e r s , nor cou ld they moni tor the c r e d i t ex t ens i on d e s i r e d . 
Thus, w i t h i n the pas t ten y e a r s , a number of e n t r e p r e n e u r s responded 
to a c l e a r - c u t need. 

Pe r sona l C h a r a c t e r i s t i c s 

F i f t y - s i x pe r cen t of the w h o l e s a l e r - r e t a i l o u t l e t s are man-
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aged by men. Thus, we see an e x t e n s i o n , a l b e i t l e s s pronounced, 
of the dominat ion of food r e t a i l i n g by women. A l l of the respond-
ents were mar r i ed ( c i v i l o r common law) and r epo r t ed an average 
f a m i l y s i z e of j u s t over f i v e persons . T h e i r mean f a m i l y s i z e , 
t hen , corresponds to t h a t of the c i t y as a who le . The mean and 
median age of w h o l e s a l e r - r e t a i 1 e r s was 39, roughly comparable to 
the age of tienda keepe rs . Age d i s t r i b u t i o n ranged f a i r l y e ven l y 
from 20 to 65. One has a p i c t u r e , t hen , of f a i r l y mature and 
s t a b l e ope ra to r s w i th d e f i n i t e f a m i l y o b l i g a t i o n s . 

The e d u c a t i o n a l l e v e l o f these e n t r e p r e n e u r s was s u r p r i s i n g -
l y h igh . Over f o u r - f i f t h s were f u l l y l i t e r a t e and ab le to r e a d , 
w h i l e the remainder were ab le to r e ad , but a t l e s s than f u l l pro-
f i c i e n c y . None of the respondents were unable to read . The l e v e l 
of r ead ing a b i l i t y i s doub t l ess a r e f l e c t i o n of formal e d u c a t i o n . 
W h o l e s a l e r - r e t a i l e r s r epo r t ed a mean of 7.9 y e a r s of formal schoo l-
i n g , by f a r the most of any group surveyed in r e t a i l i n g or whole-

3 

s a l i n g . S l i g h t l y more than h a l f of a l l respondents had had s i x 
or more y e a r s of s c h o o l i n g . 2 

The 39 o p e r a t i o n s i n t e r v i e w e d p rov ided coverage of v i r t u a l l y 
a l l w h o l e s a l e - r e t a i l o p e r a t o r s . The data can be cons ide red uni-
ve rse pa ramete rs . 

3 
S p e c i f i c demographic c h a r a c t e r i s t i c s of the managers or 

owners of import houses were not deve loped . 



This group a lso exh ib i t ed a major i n t e r e s t in educat ion fo r 
t h e i r c h i l d r e n . Near ly four out of f i v e des i red a u n i v e r s i t y edu-
ca t ion fo r t h e i r e l des t male c h i l d , wh i l e o n e - f i f t h asp i red to 
secondary or t e chn i ca l school educa t ion . A l l of those i n t e r v i ewed 
thought t h e i r educat iona l goals would be ach ieved. 

A f a i r number of respondents appear to have been exposed to 
other ways of l i f e . For example, 44% reported having t r a v e l e d 
outs ide B o l i v i a . This was by f a r the l a r g e s t percentage fo r any 
of the who lesa le r or r e t a i l e r groups surveyed. In con t r as t to the 
l a rge number who reported t r a v e l i n g outs ide of B o l i v i a , only one-
t h i r d reported having l i v e d in another p rov ince . F i n a l l y , 83% 
reported tha t e i t h e r they or t h e i r spouses had served in the m i l i -
ta ry f o r at l e a s t s ix months. 

Very few respondents reported membership in group organiza-
t i o n s . Less than one in ten belonged to a union and only 2% 
belonged to a coope ra t i v e . 

Communications Exposure 

Access to w h o l e s a l e r - r e t a i 1 e r s appears to be poss ib le through 
a number of mass communication channels . With regard to p r i n t ed 
media, 63% reported having read the newspaper " y e s t e rday " and a l-
most three out of ten repor ted tha t they read magazines. Broad-
cas t media a lso prov ide ready access to w h o l e s a l e r - r e t a i l e r s . Four 
out of f i v e respondents reported having l i s t e n e d to the radio 
" y e s t e r d a y . " Respondents sa id they l i s t e n e d to the radio an aver-
age of 3.5 hours per day. Movies a lso provide a means of access ; 
w h o l e s a l e r - r e t a i 1 e r s averaged twice per month attendance at the 
cinema. 

I n t e rpe rsona l d i scuss ions regarding business methods in the 
month preceding the i n t e r v i ew were reported by l e ss than one-fourth 
of the respondents. In add i t i on to determining the extent to which 
w h o l e s a l e r - r e t a i l e r s t a l ked wi th o ther businessmen, we a lso asked 
who the best source of business in format ion was. Over h a l f report-
ed tha t other merchants would be the best source . Less than one 
respondent out of ten would look to the government (8%) or t ruckers 
(5%) fo r business in fo rmat ion . One-third of the respondents could 
not suggest a "bes t " source. 

The data suggest , then, tha t t h i s group of ent repreneurs can 
be reached through a number of mass media o u t l e t s . However, they 
are not very l i k e l y to view the government as a "bes t " source of 
business in fo rmat ion . Other businessmen were most l i k e l y to be a 
"bes t " source , but l ess than one-fourth of the w h o l e s a l e r - r e t a i l e r s 



had a v a i l e d themselves of t h i s r esource in the month p reced ing the 
i nte r v i ew. 

Bus iness C h a r a c t e r i s t i c s and P r a c t i c e s 

The development of w h o l e s a l e r - r e t a i 1 e r i n t e r m e d i a r i e s i n the 
food market ing channel appears to be of f a i r l y r e c e n t o r i g i n . 
Respondents r epo r t ed being in bus iness an average of on ly e i g h t 
y e a r s . Approx imate ly t w o - f i f t h s had been in bus iness n ine y e a r s 
or l e s s . The d a t a , t h e r e f o r e , suggest r e cen t e n t r y , as was the 
case i n r e t a i l i n g . 

In terms of c a p i t a l r e q u i r e d , b a r r i e r s to e n t r y do not appear 
to be h igh . The mean i n i t i a l i nves tment r epo r t ed was. $490. 4 Per-
sonal funds were the major c a p i t a l source f o r 62% of the respond-
e n t s , w h i l e 20% ob ta i ned t h e i r o r i g i n a l c a p i t a l through persona l 
l o a n s . The remainder c l a imed to have ob ta i ned commercial l o a n s . 

The average s t o r e s i z e i s approx imate l y 200 square f e e t . 
Only two s t o r e s were s u b s t a n t i a l l y l a r g e r than average--one was 
approx imate l y 500 square f e e t and the o t h e r 650 square f e e t . 
C l e a r l y , most ope r a t i ons are not geared to l a r g e volume b u s i n e s s . 
A minimal amount of equipment i s u t i l i z e d . V i r t u a l l y a l l f i rms had 
a b a l a n c e , s c a l e , and coun te r . Very few had d i s p l a y cases or w a l l 
s h e l v i n g . None had r e f r i g e r a t o r s , f r e e z e r s , cash r e g i s t e r s , or 
m a t e r i a l hand l ing equipment. The minor amounts of c a p i t a l equip-
ment f u r t h e r i n d i c a t e t h a t these f i rms are not geared to bulk 
h a n d l i n g . 

Long hours appear to be t y p i c a l f o r these o p e r a t i o n s ; the 
average number of hours open f o r bus iness as r epo r t ed by the i n t e r -
v iewees was 72, or s i x 12-hour days per week. I ndeed , 11 out of 
the 39 respondents r epo r t ed work ing in excess of 80 hours per week. 

In d i s c u s s i n g the development of w h o l e s a l e r - r e t a i 1 e r s w i t h 
the l a r g e import houses , i t was suggested t h a t c r e d i t ex tens ion 
was a main raison d'etre f o r t h i s i n t e r m e d i a r y . I t was somewhat 
s u r p r i s i n g , t hen , to f i n d t h a t on ly h a l f r epo r t ed extend ing c r e d i t . 
Of those who d id extend c r e d i t , the l a r g e s t share (57%) gave cred-
i t on one-quar te r of t h e i r s a l e s , w h i l e on ly 43% p rov ided c r e d i t 
on h a l f or more of t h e i r s a l e s . C r e d i t was extended an average 
of 17.5 days , w i th some s t o r e s (about 25%) g i v i n g c r e d i t up to 30 
days . No charge was r epo r t ed f o r c r e d i t s a l e s . 

4 
Th is f i g u r e i s based on responses from 26 i n t e r v i e w e e s ; 13 

respondents cou ld not r e c a l l or would not g i v e t h e i r i n i t i a l in-
ves tment . 



An add i t i ona l s e r v i c e which might be expected of who lesa le rs 
i s d e l i v e r y s e r v i c e . However, only 3 out of 39 respondents (8%) 
repor ted prov id ing d e l i v e r y s e r v i c e . None reported having a truck 
or a salesman. 

I t appears tha t the major s e r v i c e o f f e r ed by who lesa le r-
r e t a i l e r s i s the breaking of bu lk , i . e . , s e l l i n g in small quant i-
t i e s to small r e t a i l e r s . The data in Table 5.1 suggest the extent 
to which they prov ide t h i s s e r v i c e . Indeed, one may even quest ion 
whether we are i n v e s t i g a t i n g a "who lesa le " ope ra t i on . In four out 
of the f i v e products , some 50% or more of sa l es are made in broken 
l o t s . And in the remaining product , l a r d , a f u l l l o t i s only one 
can; thus , almost one-th i rd of the sa l e s in the product category 
are by the k i l o . I t i s perhaps not s u r p r i s i n g tha t a s u b s t a n t i a l 
volume of sa l es are made at r e t a i l , i . e . , to i n d i v i d u a l consumers. 
Only 20% of the respondents reported tha t 75% or more of t h e i r 
s a l e s were to r e t a i l e r s ; the sa les of h a l f were d i v ided equa l l y 
between r e t a i l e r s and p r i v a t e i n d i v i d u a l s ; and one-fourth had the 
m a j o r i t y of t h e i r sa l es (67%) at r e t a i l . Thus, wh i l e these opera-
tors perform only a quas i-who lesa l ing r o l e , they perform a useful 
in te rmed ia ry func t ion a t t h i s stage of La Paz ' s market development. 

Table 5.1 Percentage of Product Sa les by Quant i ty So ld 

Broken Lot Fu l l Lo t a 

Canned Goods 71% 29% 
Lard 31 69 
Sugar 47 53 
Ed ib le O i l 79 21 
Ri ce 55 45 

A f u l l l o t i s def ined as : (1) one case of canned goods, 
(2) one can of l a r d , (3) one qu in t a l of sugar or r i c e , and 
(4) one case of ed ib l e o i l . 
SOURCE: MSU Wholesa ler Survey (1967) . 

Des i re fo r New F a c i l i t i e s 

Some t r a f f i c congest ion i s apparent in the area where the 
w h o l e s a l e r - r e t a i 1 e r s ope ra t e , s ince most are l o ca t ed on two shor t 
s t r e e t s in the main market complex of La Paz. In an attempt to 
determine whether the w h o l e s a l e r - r e t a i 1 e r s themselves viewed 
congest ion as a problem, we asked them whether they had any d i f -
f i c u l t i e s in unloading. Only 25% sa id " y e s , " w i th t h e i r problems 



centered mainly around inadequate s tevedor ing s e r v i c e s r a the r than 
congest ion per se. We were a l so i n t e r e s t e d in determining t h i s 
group's r e c e p t i v i t y to new who lesa l ing f a c i l i t i e s . S p e c i f i c a l l y , 
we asked whether they would be w i l l i n g to move to a new modern 
cen t r a l terminal at the same rent they were now pay ing. Less than 
h a l f (46%) sa id they would be w i l l i n g to move. At a proposed rent 
i n c rease of 50% to use these new f a c i l i t i e s , the acceptance ra te 
ha l ved , as only 20% sa id they would be w i l l i n g to move. Those who 
were w i l l i n g to move i n d i c a t e d a des i r e fo r at l e a s t twice as much 
space as they now had. 

S u p p l i e r Re l a t i onsh ips 

Data on s u p p l i e r r e l a t i o n s h i p s were developed fo r s ix prod-
uc ts : ed ib l e o i l , sugar , r i c e , l a r d , canned m i l k , and canned sar-
d ines . In format ion on var ious f a ce t s of the r e l a t i o n s h i p between 
w h o l e s a l e r - r e t a i 1 e r s and t h e i r supp l i e r s are shown in Table 5 .2 . 

Table 5.2 Supp l i e r Re l a t i onsh ips of Wholesal er -Re ta i1e rs 

Ed ib l e Canned Canned 
Oi l Sugar Ri ce Mi lk Sard i nes Lard 

Mean No. of Suppl i ers 1 .3 1 .8 2.2 1.6 1.5 1 .8 
Most Important Supp l i e r 

Trucker 36% 11% 74% 21% 3% 
Farmer 7 
Merchant 4 
Local Factory 68 11 4 
Import House 58 21 4 100% 54 97 
Smuggler 3 
Other 3 17 

Percentage of Supp l i e r s 
Who Give C red i t 58 87 30 76 63 72 
Mean No. Days C red i t 20 17 19 23 21 26 
Average Cred i t Charge 
per T ransac t ion 0.2% 0.0% 0.0% 0.5% 0.5% 0.7% 
Percentage of Supp l i e r s 
Who Give Quant i ty 
Di scount 27 16 41 40 33 42 
Percentage Discount 4.5 7.8 7.6 4.7 3.1 3.8 

SOURCE: MSU Wholesa le r Survey (1967) . 

The mean number of supp l i e r s per product category averages 
1.7 and ranges from 1.3 fo r ed ib l e o i l to 2.2 fo r r i c e . Very few 
w h o l e s a l e r - r e t a i l e r s reported having more than two supp l i e r s in 



any one product c a t e g o r y . The data p robab ly u n d e r s t a t e , however , 
the s u p p l i e r op t ions open to w h o l e s a l e r - r e t a i 1 e r s . 

Loca l manufac tu re rs are the major supply source f o r on ly one 
p r o d u c t — s u g a r . Import houses are a p p a r e n t l y impor tan t minor sup-
p l i e r s of s u g a r , but p l ay a f a r g r e a t e r r o l e in canned s a r d i n e s , 
e d i b l e o i l , l a r d , and canned m i l k . In the l a t t e r two c a t e g o r i e s 
they are v i r t u a l l y the on ly sources noted. On the bas i s of the 
data p resen ted in Table 5 . 2 , t r u c k e r s would appear to p l ay a sub-
s t a n t i a l r o l e i n the supply of a number of p roduc t s . These data 
may be of doubt fu l v a l i d i t y , however. For example, n e a r l y th ree-
f o u r t h s of the respondents c l a imed t h a t t h e i r main r i c e s u p p l i e r 
was a t r u c k e r . Return i n t e r v i e w s to v a l i d a t e t h i s i n f o r m a t i o n 
showed t h a t the r i c e was brought in t r u cks from Santa Cruz, but 
was i n the possess ion of merchants and market women who bought 
a t the r i c e m i l l s f o r r e s a l e in La Paz . In on l y a few i n s t a n c e s 
was the a c t u a l s e l l e r a t r u c k e r . In the case of e d i b l e o i l and 
canned s a r d i n e s , we suspec t t h a t those s u p p l i e r s l a b e l e d " t r u c k e r s " 
are a c t u a l l y smugglers , s i n c e contraband i s s a i d to be a major 
f a c t o r in these p roduc t s . 

With the excep t ion of r i c e , more than h a l f of a l l respondents 
r epo r t ed t h a t t h e i r s u p p l i e r s in v a r i o u s product c a t e g o r i e s extend-
ed c r e d i t . To a g r ea t e x t e n t , those who d id not r e c e i v e c r e d i t 
purchased in smal l q u a n t i t y . C r e d i t was extended f o r approx imate l y 
20 days in a l l p roduct c a t e g o r i e s , rang ing from a low of 17 in the 
case of sugar to 26 days f o r l a r d . Few respondents r epo r t ed any 
charge f o r c r e d i t r e c e i v e d . In no case d id the average charge 
reach 1%. 

Less than h a l f of the respondents in any product ca tegory 
r e c e i v e d a q u a n t i t y d i s c o u n t . Less than one w h o l e s a l e r - r e t a i 1 e r 
i n s i x s a i d they r e c e i v e d a q u a n t i t y d i s coun t when purchas ing sugar . 
On the o t h e r hand, some two out of f i v e r epo r t ed o b t a i n i n g a d i s-
count when purchas ing r i c e , l a r d , and canned s a r d i n e s in q u a n t i t y . 
D iscounts r e c e i v e d were in a l l cases l e s s than 10%, rang ing from 
3.1% f o r canned s a rd i nes to 7.8% f o r suga r . 

S a l e s , Margins and P r o f i t s 

Al though the s a l e s volumes of w h o l e s a l e r - r e t a i 1 e r s are some 
f i v e t imes g r e a t e r than those of tiendas, t h e i r gross margins are 
s u f f i c i e n t l y lower to make t h i s commercial a c t i v i t y m a r g i n a l l y 
r emune ra t i v e . Data r ega rd ing gross margins f o r each of the s i x 
products s t u d i e d are shown in Table 5 .3 . Gross margins are shown 
f o r each of the q u a n t i t y breaks a t which these products are s o l d . 
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As expected, gross margins are h ighest on sa l es made in small 
q u a n t i t i e s . Gross margins on sa l es made in wholesa le l o t s are 
low, gene ra l l y being l ess than 5%. 

Table 5.3 Gross Margi n by Product Category 
fo r Who lesa l e r-Re ta i1e rs 

Percentage Percentage of Wted. Average 
Mark-•up Product Sa les Gross Marq in 

Sugar 
So ld in l e ss than 

25-1b l o t s 10. 7 22 
So ld in 25-1b l o t s 4. 5 25 
Sol d i n 100-1b 1ots 1 . 5 53 4. ,3% 

Ed ib l e Oi l 
Sold by the l i t e r 9. 5 16 
So ld by the can 3. ,0 16 
Sold by the case 2. 9 21 4. ,0% 

Lard 
So ld by the kg 17. 5 31 
Sold by the can 2 . .0 69 6. ,8% 

Canned Mi lk 
Sol d in l o t s of 1-10 

cans 8. 5 42 
So ld in l o t s of 11 

cans 9. .4 26 
Sold by the case 1 . 4 32 6, .5% 

Canned Sard ines 
Sold in l o t s of 1-10 

cans 9. . 1 45 
So ld in 1 ots of 11 

cans 5. 6 28 
Sold by the case 2. 0 27 6. .2% 

Ri ce 
Best s e l l i n g q u a l i t y : 

So ld in l e ss than 
25-1b l o t s 11 . ,1 25 

Sold in 25-1b l o t s 5. ,0 30 
Sold in 100-lb l o t s 3. 2 45 5 , .7% 

Next best s e l l i n g 
q u a l i t y : 

So ld in l e s s than 
25-1b l o t s 16. ,3 31 

So ld in 25-1b l o t s 9. ,8 29 
So ld in 100-lb l o t s 7. ,8 40 11 , .0% 

Ove r-a l l gross margin 
in r i c e (based on 75-25 
s p l i t in sa l es between 
best & next best q u a l i t y ) 7, .1% 

SOURCE: MSU Wholesa ler Survey (1967) . 



A weighted average gross margin was determined for each 
product , tak ing in to account the percentage of sa l es made at 
each quan t i t y break. The h ighest gross margin was 7.1% fo r r i c e 
and the lowest was 4.0% fo r ed ib l e o i l . As d iscussed e a r l i e r , 
a s u b s t a n t i a l por t ion of sa l es are made in broken l o t s , thus 
tending to br ing up the gross margin fo r each product . Never-
t h e l e s s , s u f f i c i e n t sa l es volume occurs in f u l l l o t s to make the 
weighted average gross margin s l im indeed. As wi th the l a rge 
impor te r s , the margin obta ined by w h o l e s a l e r - r e t a i 1 e r s i s not 
excess i ve. 

An average p r o f i t and loss statement for who l e sa l e r - r e t a i 1-5 
ers i s shown in E x h i b i t 5 .1. Although mean annual sa l es were 
$32,416, there were a number of respondents wi th f a r lower s a l e s . 
S l i g h t l y over o n e - f i f t h reported sa l es of l ess than $8333 per 
yea r and 31% showed annual sa l es between $8333 and $16,666. F i ve 
respondents (14%) claimed annual sa l es of over $83,000. Thus, 
we see that there are a few l a rge w h o l e s a l e r - r e t a i 1 e r s , and a 
s u b s t a n t i a l number of much sma l l e r ope ra t i ons . 

E x h i b i t 5.1 Average Annual P r o f i t and Loss S t a t e-
ment fo r La Paz Who lesa le r-Re ta i1e rs 

Sal es 
Cost of Goods Sold 
Gross P r o f i t 
Expenses: 

Rent $400 
Employees 225 
Taxes 193 
Transport 112 
Mai ntenance 40 
Packagi ng 37 
E l e c t r i c i ty 35 
Insurance 28 

$1 ,070 
Net P r o f i t 

$32,416 
30,475 

$ 1 ,941 

$ 1 ,070 
$ 871 

100. \ 
94.2 

5.8? 

3.L 

2.4% 

SOURCE: MSU Wholesa ler Survey (1967) . 

5 
The p r o f i t and loss statement shown does not inc lude a 

charge fo r the owner's t ime. Thus, the " p r o f i t " i s a re turn on 
both h is l abor and c a p i t a l . 



Gross margins averaged only 5.8%. This average was deter-
mined on the bas is of the r e l a t i v e sa l es volumes and gross margins 
of the s ix products on which s p e c i f i c in format ion was obta ined . 
This f i gu r e was then app l i ed to the t o t a l annual s a l e s repor ted 
by each respondent. Whi le i t i s poss ib l e tha t gross margins were 
h igher fo r products on which we do not have s p e c i f i c knowledge, 
the narrow range of gross margins on which we have in format ion 
suggests tha t the data in E x h i b i t 5.1 are not too u n r e a l i s t i c . 

Expenses averaged 3.4% of s a l e s , at $1070 per y e a r . The 
l a r g e s t expenditure was fo r r e n t , w i th labor and taxes the next 
most important expenses. The s tevedor ing and t r anspo r t i ng of 
products to the w h o l e s a l e r - r e t a i 1 e r 1 s p lace of business was a lso 

6 

a major expense i tem. 
On the bas is of repor ted s a l e s , margins and expenses, net 

p r o f i t s were low indeed. Returns to these f a i r l y we l l-educated 
ent repreneurs are apparent ly l ess than the average fami ly income 
in the c i t y of La Paz. There a r e , of course , p o s s i b i l i t i e s of 
e r r o r in the reported f i n a n c i a l data . The subs t an t i a l under-re-
por t ing of sa l es noted e a r l i e r in the case of r e t a i l e r s suggests 
tha t t h i s f a c t o r may a lso be at work in the case of who lesa le r-
re t a i 1 e r s . 

In the case of r e t a i l e r s , we suggested tha t under-report ing 
was probably a func t ion of lack of knowledge. This i s l ess l i k e -
l y in the case of w h o l e s a l e r - r e t a i 1 e r s , as 61% sa id they kept 
books. U n f o r t u n a t e l y , no r e l i a b l e v a l i d i t y check, such as the 
r e t a i l e r d i a r y , e x i s t s wi th which to ad jus t sa l e s f i g u r e s . Con-
sumption data on the s ix s p e c i f i c food items ( a t wholesa le p r i c e 
l e v e l s ) suggest under-report ing in the order of magnitude of 3 
to 9 t imes. However, the sa l e s of l a rge import houses d i r e c t to 
r e t a i l e r s i s not known, nor i s the volume of sa l es of d i r e c t 
purchases of r e t a i l e r s from t r u c k e r s , smugglers, manufac turers , 
e t c . I f we assume an under-report ing of 2 t imes , then net p r o f i t s 
t r e b l e to $2645. Assuming tha t sa l e s are 50% g r ea t e r than expect-
ed, then net p r o f i t s double to $1717. We r a the r doubt tha t sa l e s 
are more than tw ice as much as r epor ted , nor do we th ink tha t they 
are as low as repor ted . Thus, annual net p r o f i t s of $1666 to 
$2500 are l i k e l y . Whi le t h i s would prov ide b e t t e r than average 
fami l y income, p r o f i t s , on the average, are not so high as to 
prov ide s u b s t a n t i a l resources fo r re inves tment . I t should be 

^A number of supp l i e r s did not d e l i v e r or d e l i v e r e d only at 
curb-s i de. 



noted , however , t h a t those f i v e f i rms w i th the h i g h e s t s a l e s had 
ne t p r o f i t s ranging from $5000 to $10,000. I f p o s s i b l e under-
r e p o r t i n g i s taken i n t o a c coun t , these f i v e w h o l e s a l e r - r e t a i l e r s 
of dry g r o c e r i e s a re in a p o s i t i o n to r e i n v e s t and expand t h e i r 
o p e r a t i ons. 

F r u i t and Vegetab le Who l e sa l e r s 

F r u i t and vege tab l e w h o l e s a l i n g i n La Paz i s c a r r i e d on 
l a r g e l y in the major market complex of Uruguay-Rodriguez-Buenos 
A i r e s . W i t h i n t h i s complex are f a i r l y w e l l - d e f i n e d market a reas 
( c a l l e d tambos) f o r the s a l e of o ranges , bananas and p o t a t o e s . 
The former two are u s u a l l y l o c a t e d i n the same tambo, whereas 
pota to w h o l e s a l e r s ope ra te in g e o g r a p h i c a l l y d i s t i n c t a r e a s . 
C e r t a i n groupings of pota to w h o l e s a l e r s are a l s o l o c a t e d in s e t 
a reas in the s t r e e t s of the Uruguay-Rodriguez-Buenos A i r e s com-
p l e x . Vege tab le w h o l e s a l i n g does not take p l a ce in any s e t a r e a , 
nor a re these w h o l e s a l e r s l i k e l y to group c l o s e l y t o g e t h e r . 
R a t h e r , they are s c a t t e r e d throughout the market a r e a , caus ing 
d i f f i c u l t y in i d e n t i f i c a t i o n . 

Wi th the excep t ion of some po ta to w h o l e s a l e r s , f r u i t and 
v e g e t a b l e w h o l e s a l i n g o p e r a t i o n s are smal l in s c a l e . The system 
appears to f u n c t i o n f a i r l y w e l l in terms of p r o v i d i n g a cons i s-
t e n t l i n k between the r u r a l fa rmer and urban r e t a i l e r . However, 
as we s h a l l s e e , t r a n s p o r t cos t s and s p o i l a g e r a t e s are high and 
could perhaps be s u b s t a n t i a l l y reduced by f o s t e r i n g l a r g e r - s c a l e 
o p e r a t i ons. 

Three s p e c i f i c types of f r u i t and vege t ab l e w h o l e s a l e r s 
were s t u d i e d : (1 ) pota to w h o l e s a l e r s , ( 2 ) banana w h o l e s a l e r s , 
and (3 ) v ege t ab l e w h o l e s a l e r s who c a r r i e d one or more of the 
f o l l o w i n g i terns--tomatoes, l e t t u c e , cabbage, c a r r o t s , and on ions . 
We w i l l d i s cuss the groups t o g e t h e r , no t i ng the major s i m i l a r i t i e s 
and d i f f e r e n c e s . 

Demographic C h a r a c t e r i s t i c s 

In c o n t r a s t to the dry goods w h o l e s a l e r s , the m a j o r i t y of 
f r u i t and v e g e t a b l e w h o l e s a l e r s are women. The p reponderance , 
however , i s not as g r e a t as in the case of food r e t a i l e r s . 
Banana and vege t ab l e w h o l e s a l e r s are predominant l y women--73% 
and 81%, r e s p e c t i v e l y . Po t a to w h o l e s a l i n g i s more e ven l y d i v i d e d 
between the s exes , w i th 57% being women. 



Of a l l the groups engaged in the r e t a i l i n g and who lesa l i ng 
of food, f r u i t and vegetable who lesa le rs are the youngest . Vege-
t ab l e who lesa le rs had the lowest mean age of the three groups 
d iscussed here--30.6 y e a r s . Banana who lesa le rs had a mean age of 
31.5 and tended to be skewed toward the lower ages. Potato whole-
s a l e r s had the h ighest mean age ( 3 3 . 5 ) , wi th 40% being 36 or o l d e r . 

With respec t to mar i t a l s t a t u s , f r u i t and vegetab le whole-
s a l e r s d i f f e r s u b s t a n t i a l l y from dry goods who lesa le rs and among 
themselves. Whereas none of the dry goods who lesa le rs reported 
being s i n g l e , separated or widowed, nea r l y h a l f of the vegetab le 
who lesa le rs repor ted being in t h i s s t a t u s . Approximately one-
t h i r d of banana who lesa le rs a lso reported being s i n g l e . Potato 
who lesa le rs were most l i k e l y (71%) to be e i t h e r marr ied or l i v i n g 
under a common law arrangement. 

Notwi thstanding the s u b s t a n t i a l m inor i t y of banana and vege-
tab le who lesa le rs who were s i n g l e , each group reported important 
fami l y o b l i g a t i o n s . Both banana and potato who lesa le rs had a mean 
fami ly s i ze of 4 .5 , wh i l e vegetab le who lesa le rs had a s l i g h t l y 
h igher average fami ly s i ze of 5 .0 . Thus, f r u i t and vegetable whole-
s a l e r s gene ra l l y fo l lowed the pa t te rn of fami ly s i ze which we have 
seen in other who lesa le rs and r e t a i l e r s and in the c i t y of La Paz. 
None of the banana and potato who lesa le rs reported having other 
employment, and only 1 respondent out of 50 in vegetable wholesa l-
ing reported having other employment. With regard to other fami l y 
members having outs ide income, none of the potato who lesa le rs re-
ported another source of fami l y income and only 6% of the banana 
who lesa le rs and 11% of the vegetab le who lesa le rs sa id tha t there 
was another source of fami ly income. 

Thus, we have a p i c t u r e of a f a i r l y young group of entre-
preneurs with s u b s t a n t i a l f ami l y o b l i g a t i o n s who d ischarge these 
r e s p o n s i b i l i t i e s l a r g e l y through income from t h e i r who lesa l ing 
bus inesses . I f the f i gu res are to be b e l i e v e d , the male in the 
fami l y does not con t r i bu te f i n a n c i a l l y . I t should be noted, how-
e v e r , tha t there may have been a r e luc tance to d ivu lge in format ion 
on how much income the fami ly had. 

Educat iona l Leve l s and Asp i r a t i ons 

F r u i t and vegetable who lesa le rs were f a r more l i k e l y to have 
reading a b i l i t y than were t h e i r counterpar ts in the r e t a i l i n g of 
p e r i s h a b l e s . As seen in Table 5 .4 , banana who lesa le rs had the 
l e a s t reading a b i l i t y , wi th 38% being complete ly i l l i t e r a t e . In 
a l l three groups, approximately t w o - f i f t h s of the respondents had 



only p a r t i a l reading a b i l i t y . Th i r t y-n ine percent of the potato 
who lesa le rs and 37% of the vegetab le who lesa le rs had f u l l reading 
a b i l i t y . 

Table 5.4 A b i l i t y to Read by Type of Wholesa ler 

Unable to P a r t i a l l y Completely 
Read Able to Read Able to Read 

Bananas 38% 41% 21% 
Potatoes 22 39 39 
Vegetab!es 26 37 37 

SOURCE: MSU Wholesa le r Survey (1967) . 

A b i l i t y to read corresponds wi th the degree of formal educa-
t ion which each group had. Potato w h o l e s a l e r s , cons i s t en t w i th 
t h e i r g rea te r reading a b i l i t y , had attended school a mean of 3.8 
y e a r s . Vegetable who lesa le rs fo l lowed wi th a mean of 3.2 y e a r s , 
and banana w h o l e s a l e r s , w i th a mean of 2.7 y e a r s , had the l e a s t 
amount of s choo l ing . 

With regard to the l e v e l of schoo l ing des i red fo r the e l des t 
c h i l d , potato who lesa le rs had the h ighes t a s p i r a t i o n s . Two-thirds 
of the potato who lesa le rs des i red a u n i v e r s i t y educat ion fo r t h e i r 
o l des t c h i l d , whereas banana and vegetab le who lesa le rs were more 
l i k e l y to a sp i r e to a secondary schoo l . Most respondents saw 
t h e i r a s p i r a t i o n s as a ch i e vab l e . I t i s i n t e r e s t i n g to note tha t 
potato who lesa le rs had both h igher a s p i r a t i o n s and g rea t e r expec-
t a t i o n s of reaching t h e i r goals than did vegetab le who l e sa l e r s . 

M o b i l i t y and Group Membership 

F r u i t and vegetable who lesa le rs exh ib i t ed roughly the same 
degree of m o b i l i t y as did f r u i t and vegetab le r e t a i l e r s . The data 
in Table 5.5 suggest a f a i r degree of exposure to d i f f e r e n t ways 
of l i f e . In gene ra l , potato who lesa le rs show the h ighest degree 
of exposure and vegetab le who lesa le rs show the l e a s t . Four out of 
f i v e potato who lesa le rs i n t e r v i ewed had l i v e d in another prov ince 
vs h a l f of the banana who lesa le rs and s l i g h t l y more than one-fourth 
of the vegetab le who l e sa l e r s . With respect to m i l i t a r y s e r v i c e , 
potato who lesa le rs (o r t h e i r spouses) were most l i k e l y to have seen 
s e r v i c e , w i th vegetab le who lesa le rs (or t h e i r spouses) l e a s t l i k e -
l y . The d i f f e r e n c e s between the three groups i s not , however, as 
pronounced as in the case of res idence in another p rov ince . None 



of the banana or potato who lesa le r s and only 4% of the vegetab le 
who lesa le rs reported having t r a v e l e d outs ide B o l i v i a . 

Table 5.5 Degree of Mobi1i ty by Type of Wholesa le r 

% Who Have % Who Have % Who Have 
L i ved in Served in T rave led Out-

Another P rov ince the M i l i t a r y s ide B o l i v i a 

Bananas 50% 71% 0% 
Potatoes 81 79 0 
Vegetables 26 63 4 

SOURCE: MSU Wholesa le r Survey (1967) . 

In con t ras t to t h e i r h igher degree of m o b i l i t y , potato whole-
s a l e r s were l e a s t l i k e l y to be members of an organized grouping. 
Less than one in ten of the respondents in any group repor ted be-
longing to a union, wi th 9% of the banana and vegetab le who lesa le r s 
c la iming membership as aga ins t 3% of potato who l e sa l e r s . One-
four th of the vegetable who lesa le rs i n t e r v i ewed sa id they belonged 
to a market women's group, as compared to none of the banana or 
potato who l e sa l e r s . With regard to coopera t i ve membership, 31% of 
the banana who lesa le r s i n d i c a t e d t h i s a l l i a n c e , compared to 2% of 
the vegetable who lesa le rs and none of the potato w h o l e s a l e r s . 

Thus, we see tha t there i s apparent l y no access to potato 
who lesa le rs through group o r g a n i z a t i o n s , and only l i m i t e d access 
to banana and vegetab le w h o l e s a l e r s . 

Communication C h a r a c t e r i s t i c s 

Potato who lesa le rs appear to have the most exposure to mass 
media, although none of the three groups i s exposed to any g rea t 
ex ten t . Table 5.6 shows the degree to which the three types of 
who lesa le r s are exposed to va r ious mass media. With regard to the 
p r i n t e d word, one-fourth or l e s s repor ted reading (o r having read 
to them) a newspaper on the day p r i o r to the i n t e r v i e w and l e ss 
than one in e i gh t reported exposure to magazines. Vegetable whole-
s a l e r s are l e a s t exposed to p r i n t ed media. 

Broadcast messages are more l i k e l y to reach potato wholesa l-
e r s , as 46% repor ted l i s t e n i n g to the radio on the day p r i o r to 
the i n t e r v i e w , as opposed to 41% of banana who lesa le r s and 38% of 
vegetab le who l e sa l e r s . The d i s p a r i t y between the three groups i s 
f u r t h e r evidenced in the average number of hours spent l i s t e n i n g 



to the radio per day. Potato who lesa le rs reported l i s t e n i n g an 
average of 2.3 hours, compared wi th 1.7 and 1.9 for banana and 
vegetab le w h o l e s a l e r s , r e s p e c t i v e l y . Only o n e - f i f t h of each 
group sa id they had attended a movie in the month preceding the 
i n t e r v i ew. 

Table 5.6 Mass Communication Exposure by Type of Wholes a le r 

°/o 

Who Read 
a Newspaper 
11 Yes te rday " 

% 
Who Read 

a Magazine 
"Yes t e rday " 

% 
Who L i s t ened 
to the Radio 

"Yes te rday " 

% 
Who Attended 

a Movie 
" L a s t Month" 

Banana 
Potato 
Vege tab !es 

23 
25 
1 3 

13 
7 
6 

41 
46 
38 

19 
21 
19 

SOURCE: MSU Wholesa le r Survey (1967) . 

Few who lesa le rs reported i n t e rpe r sona l communication on busi-
ness methods. Approximately one out of seven banana and potato 
who lesa le rs reported having d iscussed business p r a c t i c e s wi th other 
businessmen in the month preceding the i n t e r v i e w , compared wi th 
only one out of twelve vegetab le who l e sa l e r s . Respondents were 
a l so asked who was the best source of business in fo rmat ion . F i f t y -
four percent of potato who lesa le rs thought tha t other merchants 
were the best source. Vegetable who lesa le rs were a lso l i k e l y to 
s p e c i f y other merchants. Banana who lesa le rs who could g ive a spe-
c i f i c response were s p l i t evenly between t rucke rs and other mer-
chants . I t i s i n t e r e s t i n g to note tha t none of the respondents 
vo lunteered tha t the government was the best source of business 
i n fo rmati on. 

Business C h a r a c t e r i s t i c s and P r a c t i c e s 

A s u b s t a n t i a l m inor i t y of f r u i t and vegetable who lesa le r s 
have been in opera t ion three years or l e s s . The data in Table 5.7 
suggest the extent to which there are new en t ran ts i n to t h i s sec-
to r of the food d i s t r i b u t i o n channel . Potato who lesa le r s are most 
l i k e l y to be new e n t r a n t s , wh i l e vegetable who lesa le rs are most 
l i k e l y to have cons iderab le l o n g e v i t y . The mean number of years 
in who lesa l ing repor ted by banana and potato who lesa le r s was rough-
l y s i m i l a r at 7.3 and 7.0 y e a r s , r e s p e c t i v e l y . The mean number of 
years in food who lesa l ing fo r those handl ing vegetab les was 10.2. 



Table 5.7 Years in Food Wholesa l ing by Type of Wholesa ler 

Number of Years 
1 - 3 4 - 9 10^ 

Bananas 31% 38% 31% 
Potatoes 39 29 32 
Vege tab 1es 27 30 43 

SOURCE: MSU Wholesa ler Survey (1967) . 

O r i g i na l investment in f r u i t and vegetab le who lesa l ing i s 
10 to 33% of tha t reported for dry goods who l e sa l e r s . Converse l y , 
i n i t i a l investment was 3 to 10 times g r ea t e r than fo r food r e t a i l -
ers of p e r i s h a b l e s . 7 Potato who lesa le rs reported the h ighest o r i -
g ina l investment at $160. Vegetable who lesa le rs were next h ighest 
a t $120; banana who lesa le rs s t a r t e d wi th cons iderab ly l e ss c a p i t a l 
a t $50. O r i g ina l funds were devoted p r i m a r i l y to ob ta in ing of 
s u p p l i e s , i . e . , f o r working c a p i t a l and not fo r f i xed c a p i t a l needs 

Less than one in ten of those i n t e r v i ewed reported ob ta in ing 
t h e i r i n i t i a l c a p i t a l on a commercial b a s i s . Sources of o r i g i n a l 
funds are shown in Table 5.8. Near ly f o u r - f i f t h s of banana and 
vegetab le who lesa le rs used personal funds, compared to s l i g h t l y 
over t h r e e - f i f t h s of potato who l e sa l e r s . Personal loans from 
fami l y or f r i ends were the second most important source of c a p i t a l 
and were twice as l i k e l y to be used by potato who lesa le rs as by 
the other groups. 

Table 5.8 O r i g i n a l Inves tment Source by Type of Wholesa ler 

Personal 
Loans 

Commerci al 
Loans 

P r i vate 
Fun ds 

Bananas 
Potatoes 
Vegetab!es 

13% 
30 
15 

10% 
7 
6 

77% 
63 
79 

SOURCE: MSU Wholesa ler Survey (1967) . 

I n i t i a l investment f i gu res are based on responses from 60% 
of banana who l e sa l e r s , 75% of potato who l e sa l e r s , and 32% of vege-
tab le who l e sa l e r s . 



A l l who lesa le rs repor ted devot ing a l a rge number of hours 
per week to t h e i r bus inesses . Vegetable who lesa le rs averaged 52 
hours per week. Banana and potato who lesa le rs work an average of 
78 and 74 hours , r e s p e c t i v e l y . I t i s i n t e r e s t i n g to note tha t 
42% of banana who lesa le rs and 40% of potato who lesa le r s work more 
than 78 hours per week. C l e a r l y , these are time-consuming busi-
nesses . 

Sa l es areas are s m a l l , although they are two to three times 
l a r g e r than fo r f r u i t and vegetab le r e t a i l e r s . Vegetable whole-
s a l e r s have the sma l l e s t ope r a t i ons , w i th only 38 square f e e t . 
Banana who lesa le rs are next l a r g e s t at 50 square f e e t , and potato 
who lesa le rs are l a r g e s t at 63 square f e e t . V i r t u a l l y a l l of t h i s 
space i s used fo r i n ven to r y . Equipment use i s p r a c t i c a l l y n i l . 
Ne i the r the banana nor the potato who lesa le rs reported having even 
so much as a s c a l e . Only one out of fourteen vegetab le wholesa l-
ers had any equipment, and a l l of these had e i t h e r a balance or 
s c a l e . I t i s c l e a r , then, tha t these are sma l l -sca l e opera t ions 
in terms of phys i ca l s i ze and equipment usage. 

The ma jo r i t y of who lesa le rs reported g i v i ng c r e d i t , ranging 
from 53% of banana who lesa le rs to 61% of potato who lesa le rs to a 
high of 75% of vegetable who l e sa l e r s . C red i t was extended fo r 
about one week. Banana who lesa le rs gave the longest terms, at an 
average of 9.6 days, wh i l e potato and vegetab le who lesa le rs gave 
about one-th i rd fewer days, at an average of 6.3 and 6 .5 , respec-
t i v e l y . Vegetable who lesa le rs were most l i k e l y to e x t e n s i v e l y 
use t h i s t o o l ; of those who gave c r e d i t , 79% sa id tha t 50% or 
more of t h e i r sa l es were on c r e d i t . Of those potato who lesa le rs 
who gave c r e d i t , f a r fewer (41%) reported tha t 50% or more of 
t h e i r sa l es were on c r e d i t . F i n a l l y , 56% of banana who lesa le rs 
extended c r e d i t on 50% or more of t h e i r s a l e s . 

Spo i l age 

Even though La Paz, at an a l t i t u d e of 13,000 f e e t , i s in 
many respects a na tura l r e f r i g e r a t o r , product spo i l age appears 
to be a problem. This i s p a r t i a l l y a func t ion of the method of 
t r anspor t i ng goods to market , s ince few are proper ly packaged or 
gent l y handled, and p a r t i a l l y a func t ion of the lack of s torage 
and r e f r i g e r a t i o n equipment in f r u i t and vegetable who lesa l i ng . 
Data on var ious aspects of spo i l age are shown in Table 5 .9 . As 
might be expected, spo i l age i s h ighest in tomato and banana whole-
s a l i n g . An average of 20% of banana who l e sa l e r s ' stocks are so ld 
at an average discount of 23%. Total spo i l age reaches a high of 



15% fo r bananas and 13% fo r tomatoes and ca r ro t s and a low of 3% 
fo r cabbage. The spo i l age problem was l ess than we had a n t i c i p a t e d , 
but s t i l l s u f f i c i e n t l y l a rge to mer i t a t t e n t i o n . 

Table 5.9 Spo i l age Condit ions by Type of Product 

% Sa les So ld Average % % Products Com-
at Discount Di scount p l e t e l y Spo i l ed 

Bananas 20 23 15 
Potatoes 7 7 6 
Tomatoes 10 15 13 
Onions 6 11 5 
Carrots 7 11 13 
Le t tuce 8 16 9 
Cabbage 10 1 1 3 

SOURCE: MSU Wholesa le r Survey (1967) . 

S u p p l i e r Re l a t i onsh ips 

In t h i s s ec t i on we are concerned wi th the number of supp l i e r s 
who lesa le rs have, who these supp l i e r s are and t h e i r r e l a t i o n s h i p 
to the w h o l e s a l e r , degree of c r e d i t extended and the terms under 
which i t i s extended, and the extent to which quan t i t y d iscounts 
are a v a i l a b l e . The data in Table 5.10 show the pa t t e rn of r e l a-
t i onsh ips fo r vegetable who l e sa l e r s . As can be seen, the average 
number of supp l i e r s (by product ca tegory ) i s between 1.5 and 2 .0 . 
These data suggest t ha t each who lesa l e r has b u i l t up a steady re-
l a t i o n s h i p w i th one, two, or three supp l i e r s and apparent ly w i l l 
u t i l i z e other sources only r a r e l y . The major s u p p l i e r in 90% or 
more of the cases i s sa id to be the farmer. Middlemen appear to 
p lay only a minor ro l e in the d i s t r i b u t i o n cha in . 

For the most p a r t , who lesa le rs are supp l i ed in La Paz by 
farmers or t r ade rs who br ing t h e i r produce to the c i t y . Less than 
three who lesa le rs out of ten go in to the country ( g e n e r a l l y to 
ru r a l f a i r s ) to buy cabbage, l e t t u c e and tomatoes. On the o ther 
hand, more than h a l f of the respondents reported going to the 

o 

country to obta in t h e i r supp l i es of onions and c a r r o t s . 
Although we had been t o l d tha t f ami l y r e l a t i o n s h i p s were a 

major f a c t o r in the marketing of p e r i s h a b l e s , the data do not 

g 
The r e l i a b i l i t y of data regarding ca r ro t s i s ques t i onab l e , 

s ince there were only 9 who lesa le r s i n t e r v i ewed who c a r r i e d t h i s 
product , as opposed to 15 to 25 fo r the other products . 



support t h i s c la im. In three pro ducts--cabbage, l e t t u c e and toma-
t o e s — l e s s than one in ten reported e i t h e r a blood or godparent 
r e l a t i o n s h i p between themselves and t h e i r s u p p l i e r s . About one 
in four who lesa le rs c a r r y i n g onions and ca r ro t s reported such a 
r e l a t i o n s h i p . S ince these were the two who lesa le rs most l i k e l y 
to go to the country to buy, i t might be thought tha t they pur-
chased from a r e l a t i v e or godparent. However, the respondents 
who went to the country to buy reported no such r e l a t i o n s h i p w i th 
t h e i r s u p p l i e r s . 

Table 5.10 Supp l i e r Re l a t i onsh ips fo r Vegetable Wholesa lers 

Cabbage Onions Le t tuce Tomatoes Carrots 
Average Number 

of Supp l i e r s 1 .6 1.5 1 .6 1 .6 2.0 
Major Supp l i e r s 

Farmer 94% 100% 94% 92% 89% 
Trader 6 - - 6 8 11 

Percentage Who 
Buy in Country 28 56 29 23 67 

Percentage Who 
Have a Family 
R e l a t i ons hi p 
wi th Supp l i e r 0 25 6 4 22 

Percentage Who 
Receive C red i t 72 31 82 69 88 

Days Cred i t 
Recei ved 5.5 5.8 5.7 6.5 7.6 

Charge fo r 
Cred i t 00 00 00 00 0.6 

Percentage Who 
Receive Quant i ty 
Di s co un t 22 25 47 27 22 

Percentage Dis-
co un t 5.7 4.8 4.9 4.1 8.0 

SOURCE: MSU Wholesa ler Survey (1967) . 

With the except ion of onion w h o l e s a l e r s , a s u b s t a n t i a l major-
i t y reported r e c e i v i n g c r e d i t from t h e i r s u p p l i e r s . There was l i t -
t l e or no charge exacted by the s u p p l i e r fo r t h i s c r e d i t ex tens ion . 
C red i t was extended for an average of f i v e to seven days; the 
m a j o r i t y of c r e d i t t r ansac t i ons were fo r seven days. I t i s some-
what s u r p r i s i n g to see tha t the farmer f inances the who l e sa l e r . 
Given the g rea t e r f i n a n c i a l r esources , and probably l i q u i d i t y , of 
the w h o l e s a l e r , we might have expected advances to the farmer by 



the w h o l e s a l e r , e s p e c i a l l y g iven the apparent c lose and cont inu ing 
r e l a t i o n s h i p between them. 

Quant i ty d iscounts were reported by only one-fourth of the 
w h o l e s a l e r s , although 47% of the l e t t u c e who lesa le rs repor ted 
r e c e i v i n g a quan t i t y d i scount . The d iscount ranged from 4 to 8%. 

There appear to be some important d i f f e r e n c e s in the r e l a-
t i onsh ips which banana and potato who lesa le rs have w i th t h e i r 
supply sources , compared wi th those j u s t repor ted fo r vegetab le 
who l e sa l e r s . Both banana and potato who lesa le rs c la im to have 
fewer s u p p l i e r s , averaging 1.2 as opposed to 1.5 or more fo r 
vegetab le who l e sa l e r s . The major s u p p l i e r fo r both banana and 
potato who lesa le rs i s the farmer , although 26% of potato whole-
s a l e r s l i s t e d t raders as t h e i r major supply source . 

A s u b s t a n t i a l m a j o r i t y (over two-th i rds ) of both banana and 
potato who lesa le rs reported going to the producing areas to pur-
chase t h e i r s u p p l i e s . The Yungas region was the major supply 
area fo r bananas; Cochabamba was the main source fo r pota toes . 
The inc idence of sourc ing a t the producing area i s in sharp con-
t r a s t wi th the p r a c t i c e s of vegetab le who l e sa l e r s . Family and 
godparent r e l a t i o n s h i p s between who lesa l e r and s u p p l i e r do not 
appear to be p r e v a l e n t , w i th only 16% of banana who lesa le rs and 
10% of potato who lesa le rs r epor t ing t h i s r e l a t i o n s h i p . 

Banana and potato who lesa le rs were much l e s s l i k e l y to be 
f inanced by t h e i r supp l i e r s than were vegetab le who l e sa l e r s . 
Somewhat l ess than h a l f (47%) of banana who lesa le r s repor ted 
r e c e i v i n g c r e d i t , and only 21% of potato who lesa le r s c la imed to 
r e ce i v e c r e d i t . No charge was made fo r c r e d i t extended. Of 
those who r ece i ved c r e d i t , the average time extended was 18 days 
fo r banana who lesa le r s and 8 days fo r potato w h o l e s a l e r s . 

Those who rece i ved quan t i t y d iscounts were in a m i n o r i t y , 
w i th only 3% (one respondent) of the banana who lesa le rs and 21% 
of the potato who lesa le rs c la iming t h i s b e n e f i t . The d iscounts 
repor ted averaged 10% fo r banana who lesa le rs and 5% fo r potato 
wholes a l e r s . 

S a l e s , Margins and P r o f i t s 

At a repor ted average annual sa l es volume of $15,400, potato 
who lesa le r s handled by f a r the l a r g e s t volume of any of the f r u i t 
and vegetab le who l e sa l e r s . Three operators handled over $27,100 
a n n u a l l y , wi th one who lesa l e r r epo r t i ng an annual s a l e s volume of 
$43,300. Whi le these f i gu res are not very high in U .S . terms, 



they are s u b s t a n t i a l opera t ions compared wi th those of other 
r e t a i l e r s and who lesa le rs of p e r i s h a b l e s , as we l l as many mar-
kete rs of dry and processed goods. 

Vegetable who lesa le rs reported average annual sa l es of 
$4600, or only 30% of the sa l e s reported by potato who l e sa l e r s . 
Only one out of e i gh t vegetab le who lesa le r s reported sa les of 
over $8300. The l a r g e s t sa l es volume reported was $15,000. 
Thus, the l a r g e s t vegetab le who lesa l e r so ld l e ss than the aver-
age potato who l e sa l e r . 

Banana who lesa le rs had by f a r the lowest reported volume. 
The i r average sa l es were l ess than o n e - f i f t h of those of potato 
w h o l e s a l e r s , a t $2825 per y e a r . Near ly h a l f (44%) had annual 
s a l e s of l ess than $2000. Only two of the 32 who lesa le rs i n t e r -
viewed had annual sa l es in excess of $10,000. C l e a r l y , banana 
who lesa l ing i s no t , fo r the most p a r t , a high volume ope ra t i on . 

Unl ike the p r a c t i c e s of dry and processed goods who l e sa l i ng , 
the ma jo r i t y of f r u i t and vegetab le who l e sa l e r s ' s a l e s are made 
in f u l l l o t s . Whi le gross margins are h igher on broken l o t s a l e s , 
the d i s p a r i t y between gross margins at f u l l and broken l o t s i s 
not g r ea t . Again , t h i s i s in marked con t r a s t to the data fo r dry 
and processed goods who l e sa l e r s . Another po in t of d i f f e r e n c e 
between the c l asses of who lesa le rs i s found in the l e v e l of gross 
margins. Those fo r f r u i t and vegetab le who lesa le r s are some 
three to f i v e times h igher than fo r dry and processed goods whole-
s a l e r s . However, as we s h a l l see , these margins are not so gene-
rous as to prov ide ample p r o f i t s fo r who l e sa l e r s . 

Table 5.11 shows, product-by-product , the percentage of 
sa l e s made at var ious quan t i t y break p o i n t s , as we l l as the gross 
margin on sa l es made at those break po in t s . With the except ion 
of banana w h o l e s a l e r s , the m a j o r i t y of sa l es are made in f u l l l o t s , 
ranging from 51% of sa les fo r potato who lesa le rs to 80% fo r cab-
bage who l e sa l e r s . I f s a l es by the qu in t a l fo r onion and potato 
w h o l e s a l e r s , and by the basket fo r tomato w h o l e s a l e r s , are con-
s ide red f u l l l o t , then some 60% of a l l s a l es are made at a "whole-
s a l e " l e v e l . I t i s c l e a r , though, tha t a s u b s t a n t i a l m ino r i t y of 
sa l es are made in broken l o t q u a n t i t i e s . This i s e s p e c i a l l y t rue 
in the case of bananas, where two-th i rds of a l l s a l es are made in 
small q u a n t i t i e s . Most sa l es are apparent ly made to r e t a i l e r s , 
not i n d i v i d u a l consumers. 

Gross margins g e n e r a l l y dec l i ne wi th the quan t i t y so ld . 
Gross margins shown in Table 5.11 are not completely cons i s t en t 
w i th such a c o r r e l a t i o n , however, and r e f l e c t the p r a c t i c e of 



Tab le 5.11 Gross Margins and Pe r cen tage of S a l e s by 
Quan t i t y Break Poi nts and by Type of P roduc t 

% of Gross Weighted Average 
Sa l es Margi ns Gross Margin 

Bananas 
So ld in bunches of 7-10 18% 6 4% 
S o l d in l o t s of 100 48 61 
S o l d by the chipa0- 34 54 59.0% 

Po ta toes 
S o l d by the lb or kg 3% 18% 
So ld by the arrobab 35 22 
So ld by the q u i n t a l 0 11 16 
So ld by the carga^ 51 17 18.3% 

Tomatoes 
S o l d by the lb 13% 28% 
So ld by the box 7 24 
S o l d by the basket 26 31 
So ld by the chipa 54 25 26.9% 

Onions 
S o l d in l o t s of 25 10% 42% 
So ld i n l o t s of 100 16 39 
So ld by the q u i n t a l 17 34 
So ld by the chipa 57 33 35.3% 

Ca r ro t s 
So ld in l o t s of 100 9% 29% 
So ld by the arroba 20 21 
So ld by the carga 71 22 23.0% 

L e t t u c e 
S o l d by the head 5% 44% 
So ld in l o t s of 100 37 38 
S o l d by the chipa 58 21 28.6% 

Cabbage 
So ld by the head 20% 22% 
So ld by the chipa 80 23 22.6% 

aA chipa i s a net rawhide bag c o n t a i n i n g approx imate l y 
300 pounds. 

^An arroba equa ls 25 pounds. 

CA q u i n t a l equa ls 100 pounds. 

^A carga equa ls 225 pounds. 
SOURCE: MSU W h o l e s a l e r Survey (1967 ) . 

some w h o l e s a l e r s of s e l l i n g on ly in c e r t a i n q u a n t i t i e s . That i s , 
the number of o b s e r v a t i o n s are d i f f e r e n t a t each q u a n t i t y l e v e l . 
Gross margins are h i g h e s t f o r bananas, a t an average of 59%. 



While t h i s f i g u r e seems very h igh , high costs and spo i l age d i c t a t e 
the need for high margins. Potato margins are cons iderab ly lower 
than fo r the other products and doubt less r e f l e c t the high sa l e s 
volume on t h i s product , as we l l as t i g h t governmental c o n t r o l s . 

A p r o f i t and loss statement fo r each type of w h o l e s a l e r , 
9 

based on average f i g u r e s , i s shown in E x h i b i t 5 .2 . I t i s c l e a r 
tha t f r u i t and vegetab le who lesa l ing i s not a l u c r a t i v e bus iness , 
e s p e c i a l l y fo r banana who l e sa l e r s . Vegetable who lesa le r s net 
some 25% more than t h e i r r e t a i l i n g coun t e rpa r t s , but t h i s i s not 
enough to make t h e i r opera t ions anything more than a low-wage 
p rov ide r . Potato who lesa le rs net a s u f f i c i e n t amount to prov ide 
a fami l y income in the middle t h i r d of a l l La Paz f a m i l i e s . 

E x h i b i t 5.2 Annual P r o f i t and Loss Statement 
by Type of Wholesa le r 

Bananas Potatoes Vegetables 

Sa les $2825 $15,400 $4600 
Cost of Goods Sol d 1150 12,400 3320 
Gross P r o f i t $1675 $ 3,000 $1280 
Expenses: 

$ 417 Transport $1320 $ 1 ,180 $ 417 
Taxes 105 90 33 
Rent 75 78 59 
Mai ntenance 2 
Personal Expenses 200 200 

$1 700 $ 1 ,550 $ 509 

Net P r o f i t ( Loss ) ($25) $ 1 ,450 $ 771 

SOURCE: MSU Wholesa ler Survey (1967) . 

There a r e , of course , some high ea rne r s . Some 10% of a l l 
vegetable who lesa le rs net over $1666 per y e a r , w i th one reaching 
$4080 and another $7500. In l i k e manner, 25% of a l l potato whole-
s a l e r s net over $1666 per y e a r , w i th one at the $3920 l e v e l and 
two at the $6250 l e v e l . 

The l a r g e s t expense item fo r a l l three c l a s ses of wholesa l-
ers i s t r a n s p o r t a t i o n . As noted e a r l i e r , a l a rge number of whole-
s a l e r s go to country f a i r s to purchase s u p p l i e s . Banana whole-
s a l e r s have the l a r g e s t expenses in t h i s c a t ego ry , paying out 54% 

9 
No charge i s imputed fo r the o p e r a t o r ' s wages. Thus, prof-

i t s are a re tu rn to labor and c a p i t a l . 



of eve ry s a l e s d o l l a r . The major share of t h i s cos t i s f o r t r ans-
p o r t i n g the w h o l e s a l e r and h i s p roduce , w i t h a s m a l l e r ( bu t s t i l l 
s i g n i f i c a n t ) cos t f o r persona l l i v i n g expenses w h i l e on the road. 
Po ta to and v e g e t a b l e w h o l e s a l e r s both r e p o r t spending 9% of t h e i r 
s a l e s d o l l a r on o b t a i n i n g and t r a n s p o r t i n g t h e i r s u p p l i e s . Taxes 
and r e n t a l space are the o t h e r two major expense i tems r epo r t ed 
by w h o l e s a l e r s . 

We have noted f o r both r e t a i l e r s and dry and processed goods 
w h o l e s a l e r s t h a t unde r- r epo r t i ng of s a l e s f i g u r e s i s l i k e l y . I f 
we assume t h a t s a l e s are under- repor ted by h a l f , po ta to and vege-
t a b l e w h o l e s a l i n g appear much more reward ing and banana who l e sa l -
ing becomes p r o f i t a b l e . Gross margin pe rcen tages and expenses 
o t h e r than t r a n s p o r t cos t s are assumed to remain c o n s t a n t . Only 
s a l e s and t r a n s p o r t expenses v a r y . Under these c o n d i t i o n s , an 
assumed doubl ing of s a l e s r e s u l t s in a ne t p r o f i t of $390 f o r 
banana w h o l e s a l e r s , $3325 f o r po ta to w h o l e s a l e r s , and $1642 f o r 
v ege t ab l e w h o l e s a l e r s . 

Beef Who l e sa l i ng 

There are two main channe ls supp l y i ng the La Paz market w i th 
bee f . The Beni reg ion i s the main produc ing area and s u p p l i e s an 
e s t ima t ed 70% of the beef consumed in La Paz. The A l t i p l a n o sup-
p l i e s the remain ing requ i rements of the c i t y . 

Beef coming from the A l t i p l a n o g e n e r a l l y does not o r i g i n a t e 
from commercial produc ing o p e r a t i o n s . Wh i l e some farmers r a i s e a 
few head of c a t t l e s p e c i f i c a l l y f o r the marke t , o the r s s imply b r ing 
work animals to market when i n need of cash . Most fa rmers b r i ng 
on ly one or two head a t any one time to the r u r a l f a i r s which are 
the i n i t i a l assembly po in t s f o r c a t t l e d e s t i n e d f o r the La Paz mar-
k e t . Country assemblers buy a t the f a i r and t ruck or d r i v e the 
c a t t l e to the s l augh te rhouse i n E l A l t o , a barrio on the o u t s k i r t s 
of La Paz. The c a t t l e a re then s o l d on the hoof to a w h o l e s a l e r , 
or s l a u g h t e r e d on a custom bas i s and s o l d to a r e t a i l e r . Transac-
t i o n s are u s u a l l y on a cash-and-car ry b a s i s . 

Ope ra t i ons i n the Beni a re on a more commercial b a s i s . A l l 
beef from the Beni i s a i r - t r a n s p o r t e d to La Paz a f t e r s l a u g h t e r a t 
f a c i l i t i e s near the a i r s t r i p . In some c a s e s , assemblers buy from 
ranchers and d r i v e to the s l augh te rhouse a t the a i r s t r i p , where the 
c a t t l e i s so ld to a w h o l e s a l e r . Some ranchers b r i ng t h e i r own ca t-
t l e to the a i r s t r i p and s e l l to w h o l e s a l e r s . F i n a l l y , the re are a 
number of estancias which are i n t e g r a t e d fo rward through s l a u g h t e r , 



t r a n s p o r t to La Paz , and w h o l e s a l i n g . In g e n e r a l , the a i r t r ans-
po r t f i rms a l s o perform the w h o l e s a l i n g f u n c t i o n , m a i n t a i n i n g 
r e f r i g e r a t e d ho ld ing f a c i l i t i e s in La Paz. 

S l a u g h t e r i n g takes p l a ce dur ing the n i g h t , w i t h the meat 
f lown i n t o La Paz the next day. The p lanes are not r e f r i g e r a t e d , 
but the beef i s g r a d u a l l y c h i l l e d as a l t i t u d e i s ga ined to reach 
the 1 3 ,500-foot-h igh a i r p o r t a t E l A l t o . Upon a r r i v a l i n La Paz , 
d i s t r i b u t i o n i s o f t en made d i r e c t to meat s t a l l s i n the p u b l i c 
market and to tiendas. Some beef i s r e f r i g e r a t e d and s t o r e d be-
f o r e s a l e to the r e t a i l o u t l e t . 

S i g n i f i c a n t waste occurs in s l a u g h t e r i n g a t the a i r s t r i p . 
Beni p l a n t s do not have the equipment to render by-p roduc t s , so 
b lood , horn , hooves , bones, most of the v i s c e r a , heads , h i d e , and 
meat sc raps are wasted . 

There are approx imate l y 30 w h o l e s a l e r s of beef in La Paz , 
w i t h 12 hav ing r e f r i g e r a t i o n f a c i l i t i e s . G e n e r a l l y , w h o l e s a l e r s 
w i t h o u t r e f r i g e r a t i o n equipment ope ra t e in the w i n t e r months 
when c o o l i n g i s not r e q u i r e d and drop out of bus iness in the sum-
mer. 

Those w h o l e s a l e r s who combine s l a u g h t e r , t r a n s p o r t , and 
w h o l e s a l e o p e r a t i o n s appear to be most t r o u b l e d by the p r i c e con-
t r o l s s e t by the m u n i c i p a l i t y . In o rder to p r o t e c t the low income 
consumer, p r i c e s on poorer q u a l i t y c u t s , which comprise 80% of 
the c a r c a s s , are he ld low. However, p r i c e s on the b e t t e r q u a l i t y 
cuts are a l s o r e s t r i c t e d to a low l e v e l . Mun i c ipa l r e g u l a t i o n s 
a l l ow a d i f f e r e n c e of on ly $0.08 per pound between the cheapest 
and most expens i ve c u t s . There i s consequent l y l i t t l e i n c e n t i v e 
to f a t t e n c a t t l e to b r ing out b e t t e r cu ts or to s l a u g h t e r c a r e f u l -
l y . The major w h o l e s a l e r s c l a im t h a t t he r e i s l i t t l e l i k e l i h o o d 
of changes i n p roduc ing , s l a u g h t e r i n g , and w h o l e s a l i n g i f the 
p r e s e n t p r i c e r e g u l a t i o n s remain in e f f e c t . 

Summary 

In c o n t r a s t to the r e t a i l i n g s e c t o r , the w h o l e s a l i n g s e c t o r 
appears to c o n t a i n e lements capab le of mode rn i za t i on and expans ion . 
The data suggest t h a t a t l e a s t some dry goods and po ta to whole-
s a l e r s have the persona l c h a r a c t e r i s t i c s to be s e n s i t i v e to growth 
o p p o r t u n i t i e s . That i s , they have a f a i r l y high l e v e l of l i t e r a c y - -
e s p e c i a l l y the dry goods w h o l e s a l e r - r e t a i 1 e r s - - a n d a high degree of 
exposure to mass media. Perhaps more i m p o r t a n t l y , some w h o l e s a l e r s 
i n these two groups have a ch i e ved a volume of s a l e s and a l e v e l of 



p r o f i t s which suggest both business acumen and the resources to 
fund at l e a s t a pa r t of t h e i r growth i n t e r n a l l y . To a f a r great-
er extent than in the case of r e t a i l e r s , c e r t a i n who lesa l ing 
opera t ions could be considered commercial banking prospects . 

The l a rge impor ter-wholesa le rs represent a spec i a l case. 
Although they are f i n a n c i a l l y l a rge and possess c e r t a i n adminis-
t r a t i v e s k i l l s and s t r u c t u r e , t h e i r opera t ions are geared to a 
v a r i e t y of product ca tegor i e s of which food i s only one. There 
i s some quest ion whether they would see themselves as change 
agents in the d i s t r i b u t i o n channel . Ra the r , they are more l i k e l y 
to respond and ad jus t to l a r g e - s c a l e re ta i1 ing--and wholesa l ing--
than to lead the way. 

In essence , both backward and forward i n t e g r a t i o n seem 
f e a s i b l e fo r some who l e sa l e r s . As we have seen, the dry goods 
who lesa le r s are a l r e a d y , to a g r ea t e r or l e s s e r degree, in the 
r e t a i l segment of food d i s t r i b u t i o n . This i s a l so t r u e , to a more 
l i m i t e d e x t e n t , of potato who l e sa l e r s . Thus, one can at l e a s t 
pe r ce i ve of a movement forward in to the channe l , g iven proper 
f i n a n c i a l and t e chn i ca l a s s i s t a n c e . 

Backward i n t e g r a t i o n and ga in ing of s ca l e are the more t r a-
d i t i o n a l avenues fo r g r ea t e r e f f i c i e n c y in who lesa l i ng . The 
gains in these areas are l i k e l y to be meaningful in terms of sys-
tems e f f i c i e n c y . For example, l a r g e - s c a l e who lesa le rs could pur-
sue the opt ion of purchasing d i r e c t l y at the r i c e m i l l s in Santa 
Cruz, wi th consequent cost r e d u c t i o n s , r a the r than purchasing 
from market women who now perform t h i s in te rmed ia ry f unc t i on . In 
the case of f r u i t s and v e g e t a b l e s - - p r i n c i p a l l y bananas and pota-
toes—many small who lesa le rs t r a v e l to the country fo r t h e i r sup-
p l i e s . La rge-sca le purchasing would doubt less reduce t r a v e l and 
t r anspo r t expenses. F i n a l l y , spo i l age r a t e s , wh i l e not excess ive-
l y h igh , are s t i l l a s u b s t a n t i a l cost to the system. These ra tes 
could be reduced through b e t t e r packing and handl ing procedures 
and by inc reased a v a i l a b i l i t y of s torage f a c i l i t i e s . C l e a r l y , 
improvements in these areas are not l i k e l y to be implemented by 
small ope ra to rs . La rge r-sca l e opera t ions and improved business 
methods are needed. 

To a g rea t ex t en t , the s p e c i a l i z a t i o n by commodity which 
e x i s t s in r e t a i l i n g has i t s counte rpar t in who lesa l i ng . In f r u i t s 
and vege t ab l e s , who lesa le rs could ach ieve g rea te r s ca l e by handl ing 
a number of products . To do so, however, suggests inc reased capi-
t a l i z a t i o n fo r both f i xed and working c a p i t a l , and g rea te r assurance 
of s c a l e in s e l l i n g . To ach ieve the l a t t e r may r equ i re tha t the 



w h o l e s a l e r take the l e ad i n c o n v i n c i n g groups of market women to 
purchase c o o p e r a t i v e l y , thus reduc ing t r a n s a c t i o n and i n t r a - c i t y 
t r a n s p o r t cos t s f o r the w h o l e s a l e r . 

Who l e sa l e r s of dry and g roce ry goods may a l s o be ab le to 
a ch i e ve s c a l e by t ak i ng the l ead i n forming buying groups of 
tiendas. Or , they must be prepared to a g g r e s s i v e l y s e r v i c e l a r g e -
s c a l e r e t a i l e r s should they appear . Most l i k e l y , a w ide r a s s o r t -
ment of dry and g roce ry p r o d u c t s , as w e l l as non-foods, would 
have to be c a r r i e d to ga in s c a l e . S i n c e beef i s such a major 
f a c t o r i n the La Paz d i e t , i t may be necessa ry f o r f u l l - l i n e 
w h o l e s a l e r s to s tock t h i s i t em. Of c o u r s e , the r e t a i l s e c t o r 
would have to be on a f u l l - l i n e bas i s a l s o . 

Changes in the p resen t method of beef w h o l e s a l i n g do not 
appear l i k e l y g i ven the p resen t mun i c ipa l p r i c e r e g u l a t i o n s and 
the smal l s c a l e of r e t a i l e r s . However, ad justments in e i t h e r of 
these c o n d i t i o n s may permi t a new d i r e c t i o n i n beef hand l ing and 
c u t t i n g . Al ignment of beef w h o l e s a l i n g w i t h dry goods who l e sa l -
ers may be p o s s i b l e i f l a r g e - s c a l e ope r a t i ons are s t a r t e d i n the 
r e t a i l s e c t o r . 



CHAPTER 6 

TRUCK TRANSPORTATION SERVING LA PAZ 

The department ( s t a t e ) of La Paz i s a rock-strewn 13,000-
foot-high p l a i n the s i ze of I l l i n o i s bounded by mountains ranging 
from 16,000 f ee t to over 20,000 f e e t . As of September 1967 there 
were 25 miles of paved road in the department outs ide the c i t y 
of La Paz. The e n t i r e department has 1.5 m i l l i o n people and 1100 
mi les of road. Fo r t y-s i x percent of the roads are c l assed as 
temporary, wh i l e the remainder are c a l l e d "good" roads. 

There are three main roads lead ing out of the c i t y of La 
Paz. (See F igure 6.1 fo r a map of the major food areas se rv ing 
La Paz . ) One leads to the A l t i p l a n o and i s the p r i n c i p a l access 
to the Cochabamba and Santa Cruz a reas . The former i s a main 
source of potatoes and temperate vege tab l es ; the l a t t e r i s the 
p r i n c i p a l source of r i c e fo r the c i t y . A second road leads 
d i r e c t l y under the g l a c i e r of I l l i m a n i , a 22,000-foot mountain 
r i s i n g over La Paz to the Nor theas t , to the v a l l e y of the Rio 
Aba jo , an a lp ine area where a wide v a r i e t y of temperate crops 
are grown. These are brought down the s ides of the v a l l e y on 
mule-back to meet the d a i l y convoy of about ten to f i f t e e n t rucks 
tha t serves the a rea . The t h i r d road leads to the Yungas, or 
j u n g l e , which i s the main source of t r o p i c a l f r u i t s ( p r i n c i p a l l y 
bananas and oranges) fo r the c i t y . 

Trucking i s a c r i t i c a l communication and commercial l i nkage 
in the market processes of La Paz and, indeed, a l l of B o l i v i a . 
V i r t u a l l y a l l food comes to La Paz by t r u c k , except for beef 
f lown in by B-17 F l y i ng For t resses and other t r anspor t planes 
from the Beni to La Paz. In a d d i t i o n , almost a l l t rucks to the 
A l t i p l a n o car ry many passengers and t h e i r loads to market and 
back to t h e i r v i l l a g e s . Much p r e s t i g e appears to be assoc i a ted 
w i th t ruck ownership. 

For a l l these reasons i t seems usefu l to examine the mar-
ket ing system fo r t rucks which i s br ing ing v e h i c l e s to B o l i v i a 
at such a high r a t e , then to look at the survey r e s u l t s descr ib-
ing t r u c k e r s , and to conclude w i th a cost a n a l y s i s to understand 
the problems and con t r i bu t i ons of t rucke rs to the market ing of 
B o l i v i a . 



The Marke t ing System f o r Trucks 

The number of t r u cks i n both La Paz and B o l i v i a as a whole 
has been growing a t a r ap i d r a t e ( see Table 6 . 1 ) . From 1963 to 
1966, the number of t r ucks r e g i s t e r e d in the department of La Paz 
more than doubled , i n c r e a s i n g from 1,172 to 2 ,372. Over the same 
time p e r i o d , the t o t a l B o l i v i a n t ruck popu l a t i on grew 40% from 
25,596 to 35,784. Both se t s of f i g u r e s r e v e a l a s teady growth 
r a t e , a l though s t i l l a ve ry smal l i n t e r n a t i o n a l market f o r t r u c k s . 

Table 6 .1 Number o f Trucks i n the Department of La Paz 

P r i v a t e l y P u b l i c To ta l To ta l % I n c r e a s e 
Owned Se r v i ce Trucks Over P r e v i o u s Year 

1962 290 576 866 - - % 

1963 513 659 1172 35 
1964 692 734 1426 22 
1965 881 914 1795 26 
1966 1010 1362 2372 32 

SOURCES: 1. Na t i ona l T r a f f i c S u r v e y . 
2. Tab le IV-C I n t e g r a t e d Study of B o l i v i a n Trans-

p o r t , F i r s t R e p o r t , J u l y 1967. 
3. Boletín Estadístico3 Direccion General de Esta-

dística y Censos. 

One major reason f o r the l a r g e i n c r e a s e in the t ruck popula-
t i o n s i n c e 1963 has been the new and i n t e n s e compe t i t i on engender-
ed by the J apanese t ruck m a n u f a c t u r e r s . Be fo re 1963, the re were 
a lmost no Japanese-made t r u cks o p e r a t i n g i n the department of La 
Paz . By the end of 1966, Toyota he ld the second l a r g e s t market 
s h a r e . The manufacture of a l l t r u cks r e g i s t e r e d i n La Paz i s 
shown in Table 6 .2 . 

I n t e r n a t i o n a l holds the l a r g e s t market s h a r e , and i s gene-
r a l l y thought to be the h i g h e s t q u a l i t y t r u c k . I n t e r n a t i o n a l a l s o 
o f f e r s a w ide r s e l e c t i o n of models than many of the o the r manufac-
t u r e r s . However, I n t e r n a t i o n a l ' s p o s i t i o n i s be ing cha l l enged 
s i n c e o the r manufac tu re rs have lower p r i c e s and b e t t e r c r e d i t 
terms. 

In our t r u c k e r s u r v e y 1 , we found t h a t 56% of respondents 
purchased t h e i r v e h i c l e s new from an import house, w h i l e the 

^The survey sample i s d e s c r i b e d on page 116. 
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remainder purchased second-hand t rucks . Importers w i l l u sua l l y 
g ive a d iscount of up to 10% fo r cash payment. Cash purchases 
were made by only one out of ten respondents. 

Table 6.2 Market Share Held by Truck Manufacturers 
in the Departmen t of La Paz, December 1966 

Percent 
I n t e r n a t i onal 30 
Toyo ta 27 
Chevro le t 13 
General Motors 9 
Others 21 

100 

SOURCE: Nat iona l T r a n s i t A u t h o r i t y . 

Import ing f i rms g e n e r a l l y grant c r e d i t according to the 
p o l i c y e s t a b l i s h e d by the manufacturer . C red i t v a r i e s from 45% 
to 65% of the v e h i c l e ' s t o t a l v a l u e , w i th from 9 to 18 months to 
pay. A charge of 1-1/2 to 2% a month i n t e r e s t i s made on time 
payments. Fu r t he r , the import ing f i rms demand d i f f e r e n t types 
of guarantees , which vary from a mortgage to a pure ly personal 
guarantee , depending on the c r e d i t r a t i n g of the purchaser as 
we l l as the p o l i c i e s of the s e l l e r . In most cases , importers 
demand the extens ion of r e g i s t e r e d b i l l s of- exchange fo r monthly 
payments, duly endorsed by known f i rms or i n d i v i d u a l s . When buy-
ing on c r e d i t , the purchaser i s ob l iged to get complete insurance 
fo r the v e h i c l e , w i th the p o l i c y endorsed to the f i rm. The sign-
ed con t r a c t has a spec i a l c lause by which the v e h i c l e remains the 
impo r t e r ' s property u n t i l complete payment i s made. The purchaser 
cannot s e l l or t r a n s f e r the v e h i c l e , because i t i s r e g i s t e r e d 
w i th the government in the import ing house 's name. 

Table 6.3 i n d i c a t e s p r i c e s and payment cond i t ions of the 
three f i rms tha t represent the g r e a t e s t percentage of v e h i c l e 
makes in the department of La Paz. Only the most popular s i zes 
so ld by these f i rms are l i s t e d . 

Table 6.3 r e vea l s tha t Toyota i s o f f e r i n g lower p r i c e s on 
the f i v e- ton model than e i t h e r I n t e r n a t i o n a l or Chev ro l e t , and 
longer terms than I n t e r n a t i o n a l . Toyota a lso o f f e r s a sma l l e r 
t ruck ( th ree- ton c a p a c i t y ) than other p r i n c i p a l s u p p l i e r s . Thus, 
the Toyota p r i c e , c r e d i t and product p o l i c y a l l combine to ex-
p l a i n t h e i r recent market successes in B o l i v i a . General Motors 



Table 6.3 Truck P r i c e and Cred i t P o l i c i e s 
in La Paz , by Man u f a c tu r e r 

Import ing Make Re- Cash Credi t I n i t i a l Monthly 
Fi rm p resented Tonnage P r i ce P r i ce Mos. Payment Payment 

MacDonald I n t e r -
y C ia . na t i o n a 1 6 $8 ,500 $9 ,050 12 $4,250 $400 ii 11 

10 13 ,600 14 ,492 12 6,800 641 
Toyota Toyota 3 4 ,350 5,346 18 1 ,800 197 

" 
II 5 5 ,700 6 ,986 18 2,450 252 

Cobana Chevro le t 5.5 9 ,167 10,083 18 4,125 331 d ii 7 12 ,333 13,560 18 5,550 445 

SOURCE: Personal i n t e r v i ews by MSU research team (1967) . 

and Dodge have r e cen t l y entered the B o l i v i a n market w i th more ten-
t a t i v e programs, but have not been able to mainta in par ts supp ly ; 
buyers seem less w i l l i n g to r i s k purchase of these t rucks in an 
environment where spare par ts a v a i l a b i l i t y i s c r i t i c a l . 

Transpor ters work t h e i r v e h i c l e s very hard during the f i r s t 
two y e a r s , f o r a good t ruck doesn ' t present mechanical problems 
during t h i s t ime. As soon as the v e h i c l e s t a r t s to f a i l , the long 
d i s tance t r a n s p o r t e r usua l l y s e l l s i t to buy a new one. Whi le 
such a p o l i c y seems c o s t l y , i t probably makes economic sense s ince 
any breakdown on the road usua l l y means tha t the truck w i l l be out 

o 

of s e r v i c e seve ra l days, thus l os ing revenue. The l a r g e r t rucks 
of f i v e - and ten-ton c a p a c i t i e s are usua l l y employed in long-haul 
runs during t h e i r f i r s t y e a r . As the r i s k of breakdown grows, 
the t rucks are o f ten so ld fo r use c l o s e r to the c i t y . Deprecia-
t i on i s usua l l y 40% during the f i r s t yea r and 50 to 60% of the re-
maining value the second y e a r . Four out of f i v e t ruckers i n t e r -
viewed sa id they expected to use t h e i r present t ruck l ess than 
three years in "over the road" hau l ing . Three-fourths sa id they 
would s e l l t h e i r t ruck a f t e r tak ing i t o f f i n t e r - c i t y hau ls . 

Personal C h a r a c t e r i s t i c s of Truckers 

A r e p r e s e n t a t i v e sample of t ruckers a c t i v e l y engaged in t rans-
por t ing food in to La Paz from the key foodshed areas could not be 
obta ined from truck ownership s t a t i s t i c s . I n s t e a d , t ruckers were 
i n t e r v i ewed by s e l e c t i n g t rucks depar t ing from La Paz fo r t h e i r 

2 
The only p lace tha t has r e p a i r f a c i l i t i e s in the e n t i r e de-

partment i s the c i t y of La Paz. 



ru ra l d e s t i n a t i o n s . Usable i n t e r v i e w s were obta ined by contact-
ing 115 d r i v e r s at the c i t y of depar tu re , r i d i n g wi th them to the 
ru r a l d e s t i n a t i o n , observ ing t h e i r business p r a c t i c e s , and con-
duct ing the i n t e r v i e w s . Secondary data were c o l l e c t e d from the 
Government Bureau of Roads, as we l l as from r a i l , a i r and auto-
motive f i rms . 

The number of i n t e r v i ews conducted, by a rea , was: 

Numbe r Percent 
La Paz 8 7% 
Yungas 25 22 
Rio Abajo 63 55 
A l t i p l a n o 13 11 
Santa Cruz 6 5 

The average age of the t ruckers i n t e r v i ewed was 36, wi th 
80% under 45 years of age. Four out of f i v e were mar r i ed ; aver-
age fami l y s i ze was s ix i n d i v i d u a l s . 

Compared wi th most r e t a i l e r s and w h o l e s a l e r s , e s p e c i a l l y 
those dea l ing in p e r i s h a b l e s , t ruckers are h igh ly educated. 
S l i g h t l y over t h r e e - f i f t h s were complete ly l i t e r a t e , wh i l e nea r l y 
two- f i f t h s had p a r t i a l reading a b i l i t y . This high l e v e l of 
reading a b i l i t y corresponded w i th t h e i r educat iona l l e v e l ; as 
a group, t ruckers had an average of s ix years of schoo l ing . As 
expected, many had a high regard fo r the va lue of educat ion . 
S i x t y - t h r e e percent sa id they asp i red to have t h e i r o ldes t c h i l d 
complete a u n i v e r s i t y degree; v i r t u a l l y a l l f e l t t h i s was an at-
t a i n a b l e goal . 

Not s u r p r i s i n g l y , t rucke rs are a mobile group. Even though 
they reported l i v i n g in t h e i r present area of res idence an aver-
age of 19 y e a r s , 42% had l i v e d in o ther prov inces in B o l i v i a . 
Fu l l y one-th i rd had t r a v e l e d outs ide B o l i v i a , a l a r g e r percent-
age than any other group surveyed in the course of t h i s s tudy . 
F i n a l l y , a high percentage (88%) had served at l e a s t s ix months 
in the m i l i t a r y . 

Truckers ranked r e l a t i v e l y high in t h e i r exposure to mass 
media. Approximately one-fourth had l i s t e n e d to the rad io the 
day before the i n t e r v i e w . Seventeen percent reported never l i s -
tening to the r a d i o , wh i l e the remainder (83%) reported a usual 
l i s t e n i n g time of j u s t under three hours per day. The next major 
source of mass media exposure was movies, w i th 40% repor t ing hav-
ing attended a movie in the month preceding the i n t e r v i e w . Des-
p i t e the r e l a t i v e l y high l e v e l of reading a b i l i t y , newspapers and 
magazines provided the l e a s t mass media exposure. One in four 



respondents repor ted having read a newspaper the day before the 
i n t e r v i e w and one in e igh t repor ted reading magazines. The bet-
t e r educated t rucke rs g e n e r a l l y have more exposure to mass media. 

Truckers were more i n c l i n e d to use i n t e rpe r sona l communica-
t ions as a source of in format ion than were other groups s tud i ed . 
S l i g h t l y over one-th i rd sa id they had d iscussed business methods 
wi th others in the month preceding the i n t e r v i e w . The merchants 
w i th whom they worked were s a id to be the major source of business 
in format ion fo r 63% of the t ruckers i n t e r v i ewed . Only 16% repor t-
ed tha t they had an awareness of commodity p r i c e s in the c i t i e s 
they s e r v i c e d . This response runs counter to the t r a d i t i o n a l 
wisdom which suggests tha t t rucke rs are sharp a r b i t r a g e agents 
keenly aware of p r i ces who e x p l o i t farmers through purchases on 
t h e i r own account. 

About two-th i rds repor t being members of a t r u c k e r s ' union. 
Of those who are members, 37% say tha t union membership i s a help 
to them in t h e i r bus iness . Those who do obta in a id from the 
union get i t in the form of medical help and c r e d i t extens ion . 

Truckers were more o p t i m i s t i c w i th regard to past and 
fu tu re progress than r e t a i l e r s had been. Approximately one- th i rd 
f e l t tha t B o l i v i a , as we l l as themselves , had made acceptab le 
progress in the past f i v e y e a r s , whereas approximately 10% f e l t 
tha t no progress had been made, e i t h e r fo r themselves or B o l i v i a . 
Near ly t h r e e - f i f t h s , however, thought the country and themselves 
were making only slow progress . With regard to fu tu re expecta-
t i o n s , t ruckers were qu i t e o p t i m i s t i c , w i th 88% express ing the 
view tha t B o l i v i a would be be t t e r f i v e years hence than i t was 
at the time of the i n t e r v i e w . 

Truckers ' Business P r a c t i c e s 

As we have seen in Chapter 5, food who lesa l ing i s l a r g e l y 
centered in the l a r g e , sprawl ing complex of the Rodr iguez, Buenos 
A i res and Uruguay markets. To the s t r a n g e r , these markets appear 
to be confus ing , noisy and unsan i ta ry p l a ces . To those who work 
there and serve the markets , there i s an order and a r a t i o n a l e fo r 
many of the procedures. I t i s probably t rue t ha t b e t t e r informa-
t ion and be t t e r s a n i t a t i o n (which would reduce spo i l age ) could 
improve the e f f i c i e n c y of the markets , but the cost of these 
changes has not been es t imated. 

Although perhaps not a e s t h e t i c a l l y p l e a s i n g , these market 
l o c a t i o n s are f u n c t i o n a l . Trucks use the s t r e e t s p r i m a r i l y a t 



n i g h t to unload t h e i r c a r g o , and docking cos t s are thus non-exis-
t e n t . 

Truck s e r v i c e i n t o these w h o l e s a l e markets i s o rgan ized on 
a r e g u l a r b a s i s . As seen in Tab le 6 . 4 , t r a n s p o r t a t i o n between 
La Paz and v a r i o u s o u t l y i n g c i t i e s i s o rgan ized by day , hour and 
p l a ce of d e p a r t u r e . In a d d i t i o n , a r r i v a l in La Paz of t r a n s p o r t 
from these v a r i o u s c i t i e s and towns i s a l s o s p e c i f i e d w i th regard 
to t ime and l o c a t i o n . F r e i g h t and passenger cos ts are s p e c i f i c 
and g e n e r a l l y known. P o i n t s of a r r i v a l are r e l a t e d to the mar-
kets where an a r e a ' s produce i s so ld i n the c i t y . 

Ma jor foodsheds , e . g . , Rio A b a j o , Yungas, Cochabamba, and 
Santa Cruz, have d a i l y s e r v i c e . Some smal l towns on main r o u t e s , 
such as S i c a S i c a , a re a l so se r ved eve ry day. More remote l oca-
t i o n s such as Copacabana may be covered on ly once or t w i c e a week. 

The p r e sen t t r a n s p o r t system appears to f o s t e r c o m p e t i t i o n . 
Rates are lowes t f o r passenger and f r e i g h t t r a f f i c o r i g i n a t i n g in 
La Paz , where compe t i t i on i s p o t e n t i a l l y keener . Owners, chauf-
f eu r s and a s s i s t a n t s t r y to p i ck up as many passengers as p o s s i b l e 
in these s t r e e t s by c a l l i n g out " W e ' r e l e a v i n g soon" or " J u s t a 
few more passengers and we s t a r t . " I t i s we l l known to the t r u ck-
e r s , merchants , and campesinos t h a t dur ing v a r i o u s days of the 
week f a i r s take p l a c e in d i f f e r e n t a reas of the Yungas and A l t i -
p l ano . Once the t r u c k e r s have f i l l e d t h e i r cargo and/or passenger 
c a p a c i t y , they p re tend they are l e a v i n g immed i a t e l y . They s t a r t 
c i r c u l a t i n g around a nearby s t r e e t , b lowing the horn to ge t more 
passengers and c a l l i n g out the name of t h e i r d e s t i n a t i o n . 

The t r u c k e r s u s u a l l y d r i v e the same route each t ime ou t . 
As a r e s u l t , they become known f o r a s p e c i f i c q u a l i t y of s a f e t y , 
a f a s t e r t r i p , f r i e n d l i n e s s , e t c . Thus, t he re are persons who 
p r e f e r to r i d e a g i ven t r u c k , and each t r u c k e r appears to have a 

3 
c e r t a i n hard-core c l i e n t e l e . 

Once the t ruck has s t a r t e d on the t r i p , i t p i cks up or 
l e a ve s passengers a l l a long the way. The merchants and/or pro-
duce r s , who are g e n e r a l l y peasants l i v i n g in smal l towns or 

3 
One of the s t a f f members rode to Puer to Acosta w i th a t ruck-

er who had d r i v e n t h a t p a r t i c u l a r rou te f o r 19 y e a r s w i t h o u t an 
a c c i d e n t . The t r u c k e r spoke Aymará and Span ish and joked w i th per-
sons a l l a long the way. As one might have su rmised , he had more 
bus iness than the o the r t r u c k e r s . The same person took another 
j ou rney to one of the v a l l e y v i l l a g e s . On the second t r i p the 
d r i v e r showed h i s d r i v i n g s k i l l by coming out of the v a l l e y - - a 
c l imb of 10,000 f e e t in 20 m i l e s - - i n 45 minutes l e s s than any of 
the o t h e r t r u c k s . He was marked f o r h i s speed and a u d a c i t y . 
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v i l l a g e s , go out to the road to board the t rucks . The he lpe r , 
who r ides the back of the t r u c k , helps the passenger cl imb up and 
get his cargo on top of the t r u ck . At the d e s t i n a t i o n ( f requent-
l y a f a i r , but sometimes a market square) the people jump o f f 
w i th t h e i r cargo. A f t e r the truck i s unloaded, i t i s parked in 
l i n e wi th other t rucks wa i t i ng t h e i r turn to s t a r t the re turn 
t r i p. 

Whi le he w a i t s , the owner or d r i v e r t r i e s to get cargo. 
He goes through the v i l l a g e v i s i t i n g known c l i e n t s , or f r i e n d s , 
t r y i n g to make arrangements to pick up cargo in any other p lace 
where products are concent ra ted . Once he f inds a c l i e n t , the 
quan t i t y of cargo and the f r e i g h t r a t e are e s t a b l i s h e d . The 
d r i v e r w i l l u sua l l y pick up cargo from wherever the c l i e n t i nd i-
cates . 

Contacts between t ruckers and t h e i r c l i e n t s in the major 
foodshed c i t i e s of Santa Cruz and Cochabamba take p lace in much 
the same manner as in La Paz. In Santa Cruz, cargo and passen-
gers are to be found at var ious s p e c i f i e d s t r e e t l o c a t i o n s , near 
the sugar and r i c e m i l l s , a t small o u t l y i n g towns, and at the 
o f f i c e s of l a rge who l e sa l e r s . T ranspor te rs a lso f r equen t l y park 
t h e i r t rucks at the doors of lodging houses, where c l i e n t s d e l i v -
er t h e i r cargo. 

Cochabamba t ranspor ters , in Santa Cruz own a coopera t i ve 
agency, FESTACO, where t rucke rs ga ther . This i s one of the few 
examples of a f r e i gh t- fo rwa rd ing o rgan iza t ion in B o l i v i a . 
Through t h i s o f f i c e , t rucke rs r e ce i v e help in ge t t i ng cargo 
d i r e c t l y from sugar m i l l s or l a rge who lesa l ing houses such as 
Hansa or S i dec . The La Paz Federa t ion ( t r u c k e r s ' union) does 
not have a s i m i l a r o rgan iza t i on to a id member t rucke rs in get-
t i ng cargo in an organized way. 

In Cochabamba, major truck assembly points can be found in 
small ou t l y i ng v i l l a g e s , next to the r a i l r o a d warehouses, and 
in c e r t a i n s p e c i f i e d market l o c a t i o n s . Trucks are o f ten h i r ed 
fo r express t r i p s c a r r y i ng vege t ab l e s , c e r e a l s , po ta toes , e t c . , 
to La Paz. The cargo owners make the t r i p on the same truck and 
s t a r t s e l l i n g t h e i r products o f f the t rucks w i t h i n one or two 
days. These cargo owners or middlemen are not charged fo r t h i s 
l a yove r per iod in La Paz; i t i s par t of the t r u c k e r s ' " s e r v i c e . " 
I t may be, however, an i n e f f i c i e n t use of the equipment. Larger 
wholesa le buyers capable of handl ing a f u l l load could d i sp l a ce 
t h i s p r a c t i c e . 



Near l y h a l f of the t r u c k e r s i n t e r v i e w e d r epo r t ed a w i l l i n g -
ness to accept cargo on consignment to be d e l i v e r e d to a t h i r d 
person or cons ignee . Al though t h i s custom i s a l r e a d y e s t a b l i s h e d , 
the t r a n s p o r t e r s a p p a r e n t l y have l i t t l e i n t e r e s t i n , or perhaps 
c a p a b i l i t y f o r , i n s t a l l i n g f r e i g h t - f o r w a r d i n g o f f i c e s in the c i t y , 
in r u r a l towns or in o the r d i s t r i c t s . Very few o f f i c e s were 
found t h a t would accept cargo on consignment . Th is l a ck e x i s t s 
even though t ruck d r i v e r s a re w i l l i n g to help c l i e n t s by accept-
ing t h i s type of ca rgo . 

S i x t y pe r cen t of the cargo accep ted on consignment by t r u ck-
ers i s t r a n s p o r t e d f o r people w i t h whom they have no r e l a t i o n s h i p 
except t h a t of c l i e n t to t ruck d r i v e r . One- th i rd of consignment 
cargo i s t r a n s p o r t e d f o r f r i e n d s and l e s s than 10% f o r r e l a t i v e s . 
Con t ra r y to t r a d i t i o n a l wisdom, the s p i r i t u a l r e l a t i o n s (such as 
compadres or comadres) a re not a c r u c i a l f a c t o r in consignment 
h a n d l i n g . Only one out of seven t r a n s p o r t e r s who accep t cargo 
on consignment add an a d d i t i o n a l charge ($2 .88 per hundred w e i g h t ) 
f o r t h i s s e r v i c e . The average cargo on consignment i s on ly 400 
pounds per t r i p . 

In o rder to secure more c a r g o , 41% of the t r u c k e r s i n t e r -
v iewed took cargo on c r e d i t . To have a guarantee on c o l l e c t i n g 
c r e d i t f o r f r e i g h t , 63% of those g r a n t i n g c r e d i t g i v e i t on ly to 
f r i e n d s or r e l a t i v e s . When a t ruck i s stopped a t a customs or 
c h e c k p o i n t , the d r i v e r w i l l f r e q u e n t l y advance the money to pay 
the t a x e s . 

Nea r l y t h r e e - f o u r t h s of the t r u c k e r s c l a imed t r u c k i n g as 
t h e i r on ly source of income. N ineteen pe r cen t answered " y e s " 
when asked , "Do you or any member of your f a m i l y buy f a rmers ' 
p roducts and s e l l them?" From the o b s e r v a t i o n of i n t e r v i e w e r s , 
i t seemed t h a t the t r u c k e r ' s w i f e u s u a l l y d id the buying in the 
m i n o r i t y of cases where the t r u c k e r t r aded i n farm p roduc t s . 
T w o - f i f t h s of those i n v o l v e d in t r a d i n g handled s a l t , r i c e , 
s u g a r , corn or whea t , w i t h 29% d e a l i n g in po ta to products ex-
c l u s i v e l y . Thus, w h i l e some t r a d i n g i s done by t r u c k e r s , i t 
d o e s n ' t appear to be a major p r a c t i c e . 

The data i n Table 6 .5 show the ex t en t to which t r u c k s are 
i d l e w h i l e w a i t i n g f o r cargo and passengers . For roughly one-
t h i r d of the t r u c k e r s , tu rnaround t ime in both La Paz and the 
r u r a l a reas i s l e s s than th r ee hours , which i s perhaps a reason-
ab le down-time. Approx imate ly another o n e - t h i r d w a i t from t h r e e 
to e i g h t hours to p i ck up cargo and passengers . F i n a l l y , another 
o n e - t h i r d appear to be f o r c e d to spend e i g h t or more hours 
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to develop a f u l l load. I t would appear tha t reduct ions in turn-
around time could be achieved by f r e i gh t- fo rwa rd ing systems and 
be t t e r in format ion systems, e s p e c i a l l y in the ru ra l a reas . 

Table 6. .5 Wa i t ing Time fo r Cargo 

Wait in La Paz Wait in Rural Areas 

0 -• 3 hours 33% 31% 
3.1 -• 8 hours 34 29 
8.1 -• 24 hours 22 31 
More than 24 hours 1 1 9 

SOURCE: MSU Trucker Survey (1967) . 

Near ly t h r e e - f i f t h s of the respondents repor ted obta in ing 
c r e d i t f o r truck par ts and r e p a i r s . The " l a s t loan" r ece i ved was 
u t i l i z e d as shown in Table 6 .6 . Two-thirds of those r e c e i v i n g 
c r e d i t got the money from r e l a t i v e s . Money so obta ined had an 
average i n t e r e s t of 4.5% monthly , equ i v a l en t to 54% annual aver-
age, or we l l above the prime ra te of 16 to 20%. These personal 
loans were obta ined fo r an average of almost seven months, w i th 
the average amount of the " l a s t loan obta ined" being $520. One-
t h i r d of the respondents got c r e d i t fo r spare par ts from import-
ing houses at 2.2% i n t e r e s t (26% per annum) fo r an average term 
of 4.3 months. The " l a s t loan obta ined" by those who app l i ed at 
the import ing houses fo r spare par ts was $415. Apparent ly t ruck-
ers have e i t h e r l i t t l e conf idence in commercial banks or no access 
to them. 

Purchase of t i r e s 24% 
Purchase of a ccesso r i e s and spare par ts 21 
Motor adjustment 11 
Minor r epa i r s 10 
Payment of open c r e d i t account fo r 22 

unspec i f i ed products 
No answer 12 

SOURCE: MSU Trucker Survey (1967) . 



Trucker Income and Expenditures 

Poor road cond i t ions and r e l a t i v e l y long wa i t i ng times fo r 
cargo may not be a problem i f income per t r i p i s s u f f i c i e n t l y high 
in r e l a t i o n to cos t s . The average income per round t r i p , as re-
ported by respondents, was $53. Truckers averaged 10.8 t r i p s per 
month; thus , t o t a l revenue per month was $573. On the bas is of 
3070 mi les t r a v e l e d each month, revenue per mi le was l ess than 
$0.19, a very low f i gu r e indeed. Before proceeding f u r t h e r in 
the a n a l y s i s , i t should be noted tha t the revenue f i gu re s c i t e d 
here are fo r the month of May, a busy harves t month. 

P r o j e c t i o n of the above data to annual f i gu r e s i s somewhat 
tenuous. The r a i n s , which are qu i te heavy from December through 
February , make t r a v e l over d i r t roads d i f f i c u l t and in some areas 
imposs ib le because of high wa te r , l a n d s l i d e s , or the road being 
washed away. During depth i n t e r v i e w s , t rucke rs sa id tha t fo r the 
two to four months of the r a iny season business i s only 10 to 30% 
of what i t i s during the harves t season. To obta in a range of 
revenue and c o s t s , we have made two est imates (shown in Table 6 . 7 ) . 

Table 6.7 Trucking Income and Expenses 

High Est imate Low Es t imate 

Revenue $6820 $5470 
Fi xed Cos t s : 

Deprec ia t ion (5 y ea r s ) $1225 $1225 
Munic ipa l and Federal Taxes 12 12 
Ins urance 268 268 
Tota l F ixed Costs $1505 $1 505 

Semi-Fixed Costs : 
Dri ver Sal ary $ 589 $ 526 
Helper S a l a r y 158 141 
Tota l Semi-Fixed Costs $ 747 $ 667 

Va r i ab l e Costs : 
Garage $ 56 $ 65 
Ti res 1130 906 
Gas and Oi l 2820 2260 
Maintenance and Repai r 859 688 
Tota l Va r i ab l e Costs $4865 $3919 

Tota l Costs $7127 $6091 
P r o f i t ( Loss ) ($ 307) ($ 621) 

SOURCE: MSU Trucker Survey ( 1 967). 



For the f i r s t , we assume tha t business and revenue during May (a 
ha rves t month) are p r o j e c t a b l e fo r the f u l l y e a r . For the second, 
and probably more r e a l i s t i c of the two e s t ima tes , we assume tha t 
May r e s u l t s can be extended fo r nine months, and tha t business and 
revenue fo r the remaining three months drop to 20% of a ha rves t 
month. 

The data in Table 6.7 show t h a t , on the average , t rucke rs 
are ea t ing in to t h e i r c a p i t a l . Taking i n to account d e p r e c i a t i o n , 
t rucke r s are l os ing $300 to $600 per y e a r . D is regard ing deprec ia-
t i o n , t rucke rs are making between $600 and $900 per annum on t h e i r 
t ruck ing opera t ions a lone. Whi le t h i s perhaps compares f a vo rab l y 
wi th per c ap i t a income repor ted in Chapter 2, a f ami l y income mea-
sure i s probably a more r e l e v a n t comparison. Less than one t ruck-
er in e igh t repor ted an outs ide income, averaging $72 per month 
fo r those who had th i s add i t i ona l source of revenue. Another one-
f i f t h reported tha t other f ami l y members had outs ide j obs , aver-
aging $40 per month. I t seems c l e a r , then , t ha t most t rucke rs 
are dependent on t h e i r t ruck ing operat ions fo r the bulk of t h e i r 
income. I f the f i gu re s in Table 6.7 can be b e l i e v e d , t ruck ing 
not only does not br ing l a rge r e t u r n s , i t i n vo l ves negat i ve r e tu rns . 

Route S e l e c t i o n Procedures 
and Pe r ce i ved Problems 

S ince t rucke rs on the average appear to be l o s ing money, i t 
i s we l l to have some idea of the ways in which they s e l e c t the 
routes they use and a lso to get a be t t e r p i c t u r e of t h e i r pe rce i ved 
problems. 

The t r u c k e r s ' reasons fo r using p a r t i c u l a r routes are shown 
in Table 6.8. Two-thirds of the respondents l o g i c a l l y c la im to 
use the route they do because of g r ea t e r p r o f i t s . "Good roads" as 
a reason fo r using a p a r t i c u l a r route i s very i n f r e q u e n t l y s t a t ed . 
This i s s u r p r i s i n g and suggests tha t major road improvements may 
be l e ss needed than pene t r a t i on roads. Truckers opera t ing on the 
A l t i p l a n o appear to be more i n f l uenced by t r a d i t i o n and f r i ends in 
t h e i r choice of routes than do those working other areas of B o l i v i a . 
Cochabamba-Santa Cruz t rucke r s seem to be i n f l uenced e x c l u s i v e l y 
by r e l a t i v e p r o f i t p o t e n t i a l . 

T ruckers ' percept ions of t h e i r main problems are shown in 
Table 6 .9 . Two-f i f ths saw a lack of cargo and excess i ve competi-
t i o n as t h e i r main problem. This concern i s probably a r e s u l t of 
the inc reased t ruck popula t ion in the past few y e a r s . S u r p r i s i n g l y , 



Table 6.8 Routes Used and the Reasons fo r Using Them 

More T r a d i t i o n , Fr iends 
Routes P r o f i t s or Good Roads 

A l t i p l a n o 61% 39% 
Val 1eys 76 24 
Coch abamba-

Santa Cruz 95 5 

SOURCE: MSU Trucker Survey (1967) . 

28% suggested tha t "bad roads" were a major problem, although few 
had e a r l i e r s t a t ed tha t "good roads" were a f a c t o r in t h e i r choice 
of routes . F i n a l l y , 15% considered lack of parking space to be a 
major problem. 

Table 6.9 Most Important Business Problem 
as Pe r ce i ved by Truckers 

Lack of cargo, too much compet i t ion 40% 
Bad roads 28 
Lack of parking space 15 
Government i n t e r f e r e n c e ; too many 

t o l l houses 11 
Mechanical f a i l u r e s 6 

100% 

SOURCE: MSU Trucker Survey (1967) . 

Truckers were a lso asked s p e c i f i c a l l y i f they had problems 
in o ther aspects of t h e i r bus iness . S u r p r i s i n g l y few t rucke rs had 
spontaneously mentioned tha t mechanical f a i l u r e s were an important 
problem. Ye t , when asked d i r e c t l y whether the t ruck had been out 
of commission fo r lack of p a r t s , 46% sa id i t had been. The aver-
age number of days out of s e r v i c e was 21. This down-time i s ex-
tremely c o s t l y when f i xed costs are as high as they are fo r t ruck-
e r s . Upon probing i t was revea led tha t some of the time t rucke rs 
w a i t f o r par ts because they have no money to buy them. This sug-
gests the need fo r inc reased s u p p l i e r and commercial c r e d i t . 

Truckers were a lso asked s p e c i f i c quest ions regarding load-
ing and unloading in La Paz. Some 10% sa id they had no problem 
in t h i s regard. Approximately one- th i rd mentioned d i f f i c u l t i e s 
w i th lack of park ing . A l a rge number of respondents (over 40%) 



were unable to spec i f y a problem, wh i l e at the same time they did 
not s t a t e c a t e g o r i c a l l y tha t there was no problem in loading and 
unloading in La Paz. 

Summary 

The a v a i l a b l e data suggest tha t t ruck ing i s a f a r from prof-
i t a b l e ope ra t i on , wi th p r o f i t s low or non-ex is tent fo r most opera-
t o r s . The poor q u a l i t y of unde r-cap i t a l i z ed maintenance s t a t i o n s 
inc reases the cost of maintenance and r e p a i r . Although hand labor 
i s very cheap, spare par ts and r e p a i r m a t e r i a l s are r e l a t i v e l y 
expensive . S ince d e p r e c i a t i o n , both phys i ca l and f i n a n c i a l , i s 
r a p i d , t rucke rs are forced to rep lace t h e i r v e h i c l e s a f t e r a f a i r -
l y shor t t ime. There are i n d i c a t i o n s tha t many w i l l f i n d t h i s 
replacement d i f f i c u l t to e f f e c t in the f u t u r e , as an i n c r eas ing 
number of used t rucks w i l l d r i v e down the p r i c e f o r a second-hand 
t r u c k , which t y p i c a l l y prov ides the down payment fo r a new t ruck . 

The rap id inc rease in the t ruck popula t ion from 1963 to 1966 
can, to a l a rge ex t en t , be a t t r i b u t e d to Japanese f i rms o f f e r i n g 
a sma l l e r t r u c k , lower down payment, and longer terms. Many 
f i n a n c i a l l y marginal entrepreneurs have been a t t r a c t e d to t rans-
p o r t , o f ten because of i t s p r e s t i ge va lue . Although l i t t l e ev i-
dence i s a v a i l a b l e , the amount of business has apparent ly not 
kept pace wi th the i nc rease in t r u cks . There has, t h e r e f o r e , 
been downward pressure on ra tes to the po int where they are lower 
than in 1956. The immediate out look looks grim unless these 
t rucke r s can cooperate and/or organize in to f l e e t s in order to 
cut costs and prov ide more r a t i o n a l s e r v i c e . 

Cargo consignment agencies might cut wa i t i ng time fo r pas-
sengers and cargo. The agencies could s t a r t operat ing in the 
i n t e r i o r , thus guarantee ing cargo consignment, schedules and 
adequate cargo s to rage , insurance and s e c u r i t y of payment. Al-
though a coopera t i ve fo r t ruck par ts f a i l e d in the pa s t , encour-
agement should be given to the o rgan iza t ion of a new one. The 
main o b j e c t i v e of t h i s coopera t i ve w i l l be to stock spare par ts 
and accesso r i es on a l a rge s c a l e , p rov id ing low-cost par ts and 
c r e d i t to members of the coope ra t i v e . 

From a p r i v a t e v i ewpo in t , the problem of ove r-capac i t y and 
f a l l i n g p r o f i t s may be a personal problem, but a reasonable 
business r i s k . From a pub l i c v iewpoint i t may be a more se r ious 
problem. The economy i s t i e d to t ruck ing and, g iven the rap id 
dep rec i a t i on of v eh i c l e s on B o l i v i a ' s roads , there i s a constant 



need fo r replacements. Carefu l a t t e n t i o n to c r e d i t p o l i c i e s and 
impor ta t ion i s needed to assure a steady stream of low-cost re-
placement v e h i c l e s . The community must be concerned to prevent 
the present over-expansion of t ruck ing to be fo l lowed by a swing 
in the opposite d i r e c t i o n . 



CHAPTER 7 

CHARACTERISTICS AND MARKETING PRACTICES 
OF FARMERS AND COUNTRY ASSEMBLERS 

The peasant in many deve lop ing c o u n t r i e s i s g e n e r a l l y con-
s i d e r e d to be i l l i t e r a t e and l i t t l e exposed to a modern way of 
l i f e . He i s o f t e n thought to know l i t t l e about market c o n d i t i o n s 
and to be g e n e r a l l y un respons i ve to changes in market demand. 
However, t he re i s reason to b e l i e v e t h a t the peasant in B o l i v i a 
i s aware of market f a c t o r s and p l a y s an a c t i v e r o l e in the l a r g e r 
community around him. 

The a g r i c u l t u r a l s e c t o r in B o l i v i a has undergone cons ide r-
ab le change s i n c e the r e v o l u t i o n of 1952. A system of l andho ld-
ing and a g r i c u l t u r a l p roduc t ion-marke t ing c en t e r ed on the hacienda 

has been changed by the A g r a r i a n Reform of 1953. Peasan ts now 
own t h e i r own land and market t h e i r own p roduc t s . A v a r i e t y of 
p u b l i c and p r i v a t e s e r v i c e s have been extended i n t o r u r a l a r e a s . 
The government has p rov ided c r e d i t , p r i c e suppor t a c t i v i t y , and 
t e c h n i c a l a s s i s t a n c e . T ruckers have expanded t h e i r rou tes i n t o 
many major produc ing a r e a s . Merchants have , through an i n c r e a s -
ing number of r u r a l f a i r s , brought modern farm i npu t s to the 
produc ing a r eas . 

The above f a c t o r s have been a t work in the La Paz foodshed, 
as w e l l as i n the r e s t of the c o u n t r y . S e v e r a l a reas supply food 
to La Paz. Vege tab les and po ta toes come from the A l t i p l a n o , Co-
chabamba, and v a l l e y s near the c i t y . Some vege t ab l e s are imported 
from Pe ru . R i ce i s s u p p l i e d ma in l y from the Santa Cruz a r e a . 
Beef comes p r i n c i p a l l y from the Beni r eg ion dur ing the dry season 
and from the A l t i p l a n o dur ing the wet season. T r o p i c a l f r u i t s - -
p r i m a r i l y bananas and o ranges--are sh ipped in from the Yungas and 
A l t o B e n i . I t i s w e l l to re-emphasize t h a t topograph i c and c l i -
mat i c c o n d i t i o n s i n the La Paz foodshed va ry from the h a r s h , co ld 
A l t i p l a n o a t 13,000 f e e t above sea l e v e l , to the temperate v a l l e y s 
a t 5,000 to 8,000 f e e t , down to the s t eaming , t r o p i c a l lowlands 
under 1,000 f e e t . These c o n d i t i o n s p rov ide w i d e l y v a r i e d supply 
s o u r c e s , in most cases w i t h i n l e s s than 10 to 12 t r u c k i n g hours 
from the c i t y . 

In t h i s chap te r we deal f i r s t w i t h the demographic and com-
mun ica t ion aspec ts of f a rmers . T h e i r market ing and economic 
p r a c t i c e s and c h a r a c t e r i s t i c s are then d i s c u s s e d . Reg iona l s im i-
l a r i t i e s and d i f f e r e n c e s are c o n s i d e r e d , w i t h fou r d i s t i n c t a reas--
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Yungas, Al t i pi ano-Ri o Aba jo , Cochabamba, and Santa Cruz--analyzed. 
Fo l lowing the d i scuss ion of fa rmers , we turn to d i scuss ion and 
a n a l y s i s of country assemblers , who ac t as i n t e rmed i a r i e s e i t h e r 
between farmer and who lesa le r or between farmer and r e t a i l e r . 

S ince B o l i v i a has not taken an a g r i c u l t u r a l census s ince 
1950, no recent enumeration of farmers or farm product ion was 
a v a i l a b l e . ^ The re fo re , the i n t e r v i e w s repor ted in t h i s chapter 
are drawn from a judgmenta l , area quota sample. I n t e r v i e w e r s 
were sent to geographic regions where products of i n t e r e s t in 
the research study were grown. In each a r ea , i n t e r v i e w e r s were 
i n s t r u c t e d to i n t e r v i e w both farmers and country assemblers . 
Respondents were contacted at t h e i r farms, at weekly f a i r s (on 
the A l t i p l a n o ) , and at wholesa le markets or r i c e m i l l s in Santa 
Cruz, Cochabamba and La Paz. The number of completed i n t e r v i ews 
in each geographic area i s shown in Table 7.1. 

Table 7.1 Completed Farmer and Co untry Assembler I n t e r v i ews 

Area Products of 
I n t e r e s t 

I n t e r v i ews Completed 
Farmers Country Assemblers Tota l 

Yungas, 
A l to Beni 

R ice 
Bananas 

63 1 64 

Rio Abajo , 
A l t i p l a n o 

Potatoes 
Vegetables 
C a t t l e 

75 62 137 

Cochabamba Potatoes 
Vegetables 

42 21 63 

Santa Cruz Ri ce 83 
263 

22 
106 

105 
369 

Farmers 

Personal Charac te r i s t i cs 

The farmers i n t e r v i ewed ranged in age from 17 to 72, w i th a 
mean of 39 y e a r s . Ages of respondents v a r i ed by region (see 
Table 7 . 2 ) . Farmers i n t e r v i ewed in the Yungas and Al t i p1 ano - Ri o 
Abajo are younger than those in the other two reg ions . A poss ib l e 
reason fo r the younger respondents in the Al t i p iano-Rio Abajo 
region may be the shor te r l i f e span in tha t area because of the 

^Most product ion est imates depend upon p r o j e c t i o n s made from 
the 1950 census. 



a l t i t u d e . The younger group in the Yungas probably r e f l e c t s the 
more recent co l on i za t i on programs in tha t a rea . 

Table 7.2 Age D i s t r i b u t i o n of Farmers by Area 

Age 
Less than 34 years 35-42 over 43 

Yungas 42% 42% 16% 
A1t ip i an o-Ri o Abajo 55 31 14 
Cochabamba 29 26 45 
Santa Cruz 14 35 51 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

The number of years of school ing reported by the farmers 
i n t e r v i ewed was s u r p r i s i n g l y h igh , wi th an average of 4.6 y e a r s . 
One- f i f t h repor ted no s choo l i ng , wh i l e another f i f t h reported 
having more than a primary educa t ion , i . e . , over s ix y e a r s . As 
seen in Table 7 .3 , Santa Cruz respondents c l e a r l y had the h ighest 
l e v e l of s choo l i ng , wi th th ree- four ths having completed s i x or 
more y e a r s . Cochabamba respondents presented a bi-model p a t t e r n , 
w i th two- f i f t h s having l i t t l e educat ion and t w o - f i f t h s having a 
f a i r amount. Yungas and Al t i pi ano-Ri o Abajo respondents were 
both b iased on the low s i d e . 

Table 7.3 Years of School ing of Farmers by Area 

Years of Schoo l i ng 
2 or 6 or 
1 ess 3-5 more 

Yungas 38% 42% 20% 
Al t i p iano-Rio Abajo 36 46 18 
Cochabamba 40 21 39 
Santa Cruz 10 15 75 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

The l e v e l of school ing repor ted by producing area i s genera l-
l y r e f l e c t e d in the reading a b i l i t y of farmers i n t e r v i ewed (see 
Table 7 . 4 ) . As expected, Santa Cruz farmers are the most l i t e r a t e . 
Respondents in the Yungas had a h igher degree of reading a b i l i t y 



than t h e i r years of school ing would suggest , whereas Cochabamba 
farmers had a lower l e v e l of reading a b i l i t y than expected. 

Table 7 4 Reading A b i l i t y of Farmers by Area 

A b i l i t y to Read 
P a r t i a 11 y Comp1e t e l y 

Unable Able Able 

Yungas 18% 52% 30% 
A l t i piano-Ri o Abajo 41 52 7 
Cochabamba 50 30 20 
Santa Cruz 17 14 69 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

Farmers were asked seve ra l quest ions to determine t h e i r 
prev ious pa t te rns of geographic m o b i l i t y ; these quest ions were 
formulated to prov ide an es t imate of the degree of contac t which 
respondents had had wi th d i f f e r e n t kinds of people and p laces 
which might i n f l uence t h e i r "way of l i f e . " The data in Table 
7.5 show the degree to which farmers in each region have been 
exposed to other ways of l i f e . Respondents in the A l t i p l ano-R io 
Abajo region appear to have had the l e a s t amount of geographic 
m o b i l i t y . The high l e v e l of m o b i l i t y exh ib i t ed by Yungas farmers 
doubt less r e f l e c t s recent c o l o n i z a t i o n ; many farmers in tha t area 
were m i l i t a r y consc r ip t s who had o r i g i n a l l y been sent to the 
Yungas to c l e a r land and develop the a rea , l a t e r r e tu rn ing as 
r e s i d e n t s . Many Santa Cruz farmers work in Argent ina during tha t 
coun t r y ' s harves t season, thus exp la in ing the high l e v e l of t ra-
ve l outs ide B o l i v i a fo r Santa Cruz farmers. 

Table 7.5 M o b i l i t y Measures of Farmers by Area 

Percentage of Respondents Who Have: 
Served in L i ved in Ano- Trave led Out-

the M i 1 i t a ry ther P rov ince s ide B o l i v i a 

Yungas 98% 92% 2 7% 
A l t i piano-Ri o Abajo 43 20 6 
Coch abamba 84 48 10 
Santa Cruz 75 47 61 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 



The f o l l o w i n g ques t i ons were asked to determine f a rmers ' per-
c e p t i o n s of B o l i v i a ' s p r o g r e s s , as w e l l as t h e i r own. 

1. Do you th ink B o l i v i a has been p r o g r e s s i n g ? 
2. Do you th ink you have been p r o g r e s s i n g ? 
3. What p rogress do you th ink B o l i v i a w i l l make 

in the next f i v e y e a r s ? 

In g e n e r a l , fa rmers were more s a t i s f i e d w i th t h e i r own and 
B o l i v i a ' s p rogress than were o the r p a r t i c i p a n t s i n the marke t ing 
system. Th is may very w e l l be a r e f l e c t i o n of the expanded p a r t i -
c i p a t i o n of the campesino i n B o l i v i a ' s p o l i t i c a l and economic l i f e 
f o l l o w i n g the 1952 r e v o l u t i o n and the 1953 A g r a r i a n Reform. 

There were no s i g n i f i c a n t d i f f e r e n c e s between reg ions w i t h 
r e s p e c t to f a rmers ' v iews of pas t pe rsona l p r o g r e s s . Twenty-seven 
pe r cen t f e l t they had been making good p r o g r e s s , 18% f e l t they had 
made no p r o g r e s s , and the remainder (55%) thought t he re had been 
slow p rog re s s . When asked about B o l i v i a ' s pas t p r o g r e s s , Santa 
Cruz respondents were c l e a r l y most s a t i s f i e d ; whereas on ly about 
one- four th of the farmers in o the r a reas thought B o l i v i a had been 
p r o g r e s s i n g , over one-ha l f of the Santa Cruz respondents f e l t 
t h a t p rogress was being made. On the o t h e r hand, about one- four th 
of the Cochabamba farmers f e l t t h a t B o l i v i a had, in f a c t , been 
r e t r o g r e s s i n g . F i n a l l y , when asked whether B o l i v i a would be bet-
t e r o f f f i v e y e a r s i n the f u t u r e , a l l of the Santa Cruz respond-
e n t s , f o u r - f i f t h s of the Yungas and Al t i p iano-R io Abajo f a r m e r s , 
and t h r e e - f i f t h s of the Cochabamba respondents thought the count ry 
would p rog re s s . 

These data sugges t , t hen , t h a t Santa Cruz farmers are o p t i -
m i s t i c about the f u t u r e whereas Cochabamba farmers are g e n e r a l l y 
more n e g a t i v e . The a t t i t u d e s o f the Santa Cruz farmers are prob-
ab ly a f u n c t i o n of the progress made in r i c e c u l t i v a t i o n i n t h a t 
a r e a , in l a r g e measure a r e s u l t of government programs des igned 

2 
to i n c r e a s e output through c r e d i t and p r i c e suppor t programs. 
In Cochabamba, on the o the r hand, fa rming has s u f f e r e d in r e c e n t 
y e a r s from poor weather c o n d i t i o n s . A l s o , Cochabamba had been 
the major wheat-growing a r e a , and B o l i v i a n p roduc t i on of t h i s crop 
has been a f f e c t e d by imports of Un i t ed S t a t e s P . L . 480 wheat f l o u r . 

2 
Cond i t i ons in the Santa Cruz area are h o p e f u l , as suggested 

by Norman G a l l in "The Legacy of Che G u e v a r a , " Commentary, December 
1967. G a l l comments, "The r e v o l u t i o n a r y t h r u s t of the Un i t ed 
S t a t e s i n c r e a t i n g new c o n d i t i o n s of l i f e has been most apparent 
i n the Santa Cruz area of B o l i v i a . Here the U . S . Government has 
i n v e s t e d c l o se to $100 m i l l i o n s i n c e 1956, i n what i s now one of 
the few no t ab l e successes of the A l l i a n c e f o r P rogress i n r e g i o n a l 
deve lopment . " 



Another quest ion tapped the fa rmers ' p ropens i ty to a l l o c a t e 
a w i n d f a l l i nc rease in income ($1666) among seve ra l s p e c i f i c a l t e r -
n a t i v e s , e . g . , c h i l d r e n ' s educa t ion , buying a new t r u c k , buying a 
house, or i n v e s t i n g in a bus iness . As seen in Table 7 .6 , Yungas 
farmers have by f a r the g r e a t e s t tendency to i n v e s t in educat ion 
fo r t h e i r c h i l d r e n . Santa Cruz and Cochabamba farmers were most 
l i k e l y to i n v e s t in a bus iness . Rio Aba jo-A l t i pi ano farmers tend-
ed toward investment in a t ruck or house. S ince buying a house i s 
g e n e r a l l y a ssoc i a t ed by the group i n t e r v i ewed wi th moving to a 
c i t y or market town, and buying a truck imp l i es ( to the respondents) 
a move in to a new occupa t ion , i t appears tha t a m a j o r i t y of both 
the Rio Aba jo-A l t i pi ano and Cochabamba respondents are o r i en t ed 
toward l e a v i ng the land. 

Table 7.6 Farmer A l l o c a t i o n of a Windfa l1 $1666 by Area 

Buy a Buy a I n ves t in Chi 1dren 's 
Truck House a Business Educat ion 

Yungas 4% 7% 37% 52% 
Rio Aba jo-A l t i pi ano 32 28 27 13 
Coch abamba 21 31 48 0 
Santa Cruz 8 14 61 17 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

Communication C h a r a c t e r i s t i c s 

This sec t i on descr ibes the fa rmers ' use of r a d i o , newspapers, 
magazines and movies, as we l l as t h e i r business in format ion sources 
As i n d i c a t e d by the data in Table 7 .7 , rad io i s the most f r equen t l y 

Table 7.7 Use of Mass Media by Farmers 

Channel Percent Using 

L i s t ened to the radio yes te rday 63% 
Went to a movie l a s t month 27 
Read a newspaper yes te rday 17 
Read a magazine l a s t week 12 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

used mass medium, and hence the one most e f f e c t i v e in reach ing a 
m a j o r i t y of the farmers . S i x t y - t h r e e percent of the farmers l i s t e n 
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to the r a d i o , 27% a t tend movies, 17% read newspapers, and 12% read 
magazi nes. 

Cochabamba respondents repor ted the g r e a t e s t exposure to 
r ad io . Two-thirds sa id they l i s t e n to the radio two hours or more 
each day. Yungas, Rio Aba jo-A l t i pi ano and Santa Cruz farmers had 
lower exposure to the rad io (see Table 7 . 8 ) . 

Table 7.8 Number of Hou rs L i s t ened to Radio 
by Farmers by Area I n te r v i ewed 

Hours Hours 2 or 
0 1 more 

Yungas 22% 45% 33% 
Rio Aba jo-A l t i pi ano 27 40 33 
Cochabamba 20 13 67 
Santa Cruz 26 40 34 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

Santa Cruz respondents repor ted the most f requent use of the 
newspaper, r e f l e c t i n g , perhaps, t h e i r r e l a t i v e l y high l e v e l of 
1 i t e r a c y as compared to other farmers i n t e r v i ewed . T h i r t y - f i v e 
percent sa id they read the newspapers, wh i l e 15% from Cochabamba 
and only one in twe lve from thê Yungas and Rio A b a j o - A l t i p i an o re-
gions read newspapers. The low usage of newspapers among Yungas 
farmers i s exp la ined in par t by the general u n a v a i l a b i l i t y of news-
papers in the area . 

The data i n d i c a t e tha t Santa Cruz respondents have the high-
3 

es t mass media usage. When the mass media usage of a l l farmers 
i s compared, 55% of the high users are from Santa Cruz (see Table 
7 . 9 ) . The lowest users of mass media are the Cochabamba respond-
ents . 

Respondents were a lso asked about t h e i r sources of business 
i n fo rmat ion . T ruckers , merchants, government, f r i ends not in 
business or government, and other farmers were l i s t e d as p o t e n t i a l 
sources of business in format ion (Table 7 .10 ) . This quest ion was 
asked to help determine the r e l a t i v e importance of these informa-
t ion channels on top i cs a f f e c t i n g the farmers ' market a c t i v i t i e s . 

A mass media usage index was const ruc ted tak ing in to account 
rad io l i s t e n i n g , movie a t tendance , and newspaper and magazine read-
e rs h i p . 



Table 7.9 Level of Communication Usage by 
Farmers by Area In te r v i ewed 

Leve l of Usage 
Low Medi um High 

Yungas 24% 65% 11% 
Rio Aba jo-A l t i p i ano 24 35 41 
Cochabamba 33 31 36 
Santa Cruz 17 28 55 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

Table 7.10 Source of Business In format ion Used by Farmers 

Percent 
Source of Farmers 

Merchants 58% 
Government 24 
Truckers 14 
Neighbors 3 
Fr iends not in farming 1 

or government 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

Near ly t h r e e - f i f t h s of the respondents sa id tha t merchants 
were t h e i r best source of business i n fo rmat ion . One-fourth r e l i e d 
on the government. A m a j o r i t y of farmers in the Rio Aba jo-A l t i -
plano and Cochabamba areas i n d i c a t e d tha t merchants were t h e i r 
best source of business in format ion (see Table 7 .11 ) . The Santa 
Cruz r i c e growers r e l i e d h e a v i l y on the government as t h e i r most 
important source of business i n fo rmat ion . Government in format ion 
has been r e a d i l y a v a i l a b l e in t h i s region and i s usua l l y d i r e c t e d 
towards product ion p r a c t i c e s , such as p l an t i ng methods, seed, and 
pest c o n t r o l . Such in format ion i s r e l a yed by a g r i c u l t u a l extens ion 
agents. Outside the Santa Cruz a r ea , the government p lays a very 
small r o l e in supply ing business i n fo rma t i on , at l e a s t as repor ted 
by the farmers. 

To help determine the degree of i n t e rpe r sona l a f f i l i a t i o n 
among fa rmers , t h e i r membership in va r ious o rgan iza t i ons was in-
v e s t i g a t e d . About three out of ten farmers i n t e r v i ewed belonged 
to a union and about one- th i rd were coopera t i ve members. Only 
21% of the coopera t i ve members i n d i c a t e d tha t they r e ce i ved some 



Table 7.11 Source of Business In format ion 
of Farmers by Area I n te r v i ewed 

Trucker Merchant Government 

Yungas 
Rio Aba jo-A l t i pi ano 
Cochabamba 
Santa Cruz 

20% 
31 
19 

3 

77% 
61 
69 
40 

3% 
8 

12 
57 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

help from the coope r a t i v e , wh i l e 11% of the union members sa id 
they r e ce i ved help from the union. Group a f f i l i a t i o n s could play 
an important ro le in program implementat ion, e . g . , in admin is ter-
ing c r e d i t to small farmers . Thus, i t i s important to know which 
farmers have the h ighest degree of a f f i l i a t i o n . Among the regions 
s t u d i e d , the Rio Aba jo-A l t i pi ano respondents had more than twice 
the propor t ion of union members than any other group, wi th 67% 
r epo r t i ng membership. One-fourth of the Yungas respondents sa id 
they were union members, fo l lowed by Santa Cruz w i th 11% of the 
respondents and Cochabamba wi th none. 

Of those farmers who were coopera t i ve members, Yungas farm-
ers appeared to be r e c e i v i n g the most b e n e f i t from the organiza-
t i o n . Almost one-hal f i n d i c a t e d they r ece i ved some help from the 
co-op. One-fourth of the Santa Cruz farmers a lso were r e c i p i e n t s 
of some co-op a s s i s t a n c e . However, co-op ass i s t ance in Rio Abajo-
A l t i p l a n o and Cochabamba was p r a c t i c a l l y n i l . 

In summary, i t appears tha t Santa Cruz respondents have the 
h ighes t mass media usage. There i s a l so a cons iderab le amount of 
co-op a f f i l i a t i o n among the farmers in tha t area . The Yungas 
farmers a lso have a f a i r amount of media usage, and ev idence the 
h ighes t l e v e l of co-op a f f i l i a t i o n . Cochabamba farmers reported 
the lowest usage of mass media and p r a c t i c a l l y no membership af-
f i l i a t i o n . Rio Aba jo-A l t i pi ano farmers have about the same degree 
of media usage as Yungas fa rmers , very high union membership, and 
l i m i t e d p a r t i c i p a t i o n in coope ra t i v e s . 

Market ing and Economic C h a r a c t e r i s t i c s 

On the average , 20% of the product ion of a l l farmers i n t e r -
viewed was marketed in La Paz w i thout in te rmed ia te process ing . 
Yungas and Rio Aba jo-A l t i pi ano respondents marketed the h ighest 
p ropor t ion of t h e i r product d i r e c t l y in La Paz (see Table 7 .12 ) . 



Table 7.12 Percentage of P roduct i on Marketed 
by Farmers in La Paz, by Area 

Percent Marketed in La Paz 
0 1 -80 81 or more 

Yungas 57% 5% 38% 
Rio Aba jo-A l t i pi ano 49 33 18 
Coch abamba 49 51 
Santa Cruz 98 2 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

About two- f i f t h s of the Yungas respondents reported market-
ing more than 80% of t h e i r output d i r e c t l y in La Paz. One-half 
of the Cochabamba respondents marketed at l e a s t some propor t ion 
of t h e i r product ion to La Paz, desp i te the 150 mi les sepa ra t ing 
the two c i t i e s . 

A grea t number of weekly a g r i c u l t u r a l f a i r s have come in to 
being s ince the 1952 r e v o l u t i o n . There are now 50 to 75 weekly 
f a i r s on the A l t i p l a n o . Only a few areas do not have a f a i r with-
ing a day ' s walk of most v i l l a g e s . ^ Farmers exchange a growing 
por t ion of t h e i r output at these ru r a l f a i r s . Santa Cruz farmers 
s e l l a high propor t ion of t h e i r product at the l o ca l r i c e m i l l . 
Over n ine-tenths of the Cochabamba farmers i n t e r v i ewed s e l l t h e i r 
product at a country f a i r (see Table 7 .13 ) . A l so , 69% of the Rio 
Aba jo-A l t i pi ano respondents s e l l t h e i r product at f a i r s , but none 
s e l l more than 70% through th i s channel . About th ree- four ths of 
the Yungas farmers do not s e l l at f a i r s . In g e n e r a l , Yungas farm-
ers who do not take t h e i r produce to La Paz s e l l t h e i r output at 
roadside pick-up p la t fo rms . 

Farm sa les were l e a s t important in terms of propor t ion of 
product ion so ld through the var ious channels . Only 12% of the 
product ion of a l l farmers i n t e r v i ewed was sold at the farm l e v e l . 
T h i s , together wi th the preceding da ta , suggests tha t farmers are 
tak ing an a c t i v e par t in marketing t h e i r products . The present 
r o l e of the farmer in marketing h is output i s in sharp con t r a s t 
to what had gene ra l l y been thought to be the p r a c t i c e . Many ob-
se rve rs of the marketing of farm products thought the d i s t r i b u t i o n 
system between farm and c i t y worked as f o l l o w s : 
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The Santa Cruz equ i v a l en t to the f a i r i s the r i c e m i l l , 

where r i c e i s processed fo r eventual farmer consumption or s a l e 
through commercial channels . 



1. The resoatador ( coun t r y assemb le r ) goes to a count ry 
f a i r , where he ob t a i n s produce from a compadre or 
comadre ( f a rmer w i th a godparent r e l a t i o n s h i p to the 
rescatador); 

2. A s a l e s p r i c e i s agreed upon, but payment i s made 
a f t e r the s a l e in La Paz ; 

3. At the t ime of payment, the resoatador a lways c l a ims 
a low p r i c e was r e c e i v e d i n La Paz and pays l e s s than 
the agreed-upon p r i c e ; 

4. A l l r i s k s are taken by the campesino; i f any l o s s e s 
o c c u r , the amount i s deducted from the f i n a l payment. 

Tab le 7.13 P e r c e n t of Farmers ' P r o d u c t i on Marketed 
a t F a i r or Mi 11 by Area I n t e r v i e w e d 

P e r c e n t Marketed a t Fai r or M i l l 
0 1 -67 68 or more 

Yungas 74 6 20 
Rio A b a j o - A l t i pi ano 31 69 
Coch abamba 8 68 24 
Santa Cruz 36 18 46 

SOURCE: MSU Farmer-Country Assembler Survey (1967 ) . 

The average gross s a l e s f o r a l l fa rmers f o r the month pre-
ced ing the i n t e r v i e w s were $198. The average number of months 
dur ing which farmers so ld t h e i r products was 5 .7 . Thus, the 
average annual s a l e s f o r farmers i n t e r v i e w e d was about $1120. 
I t should be no ted , however , t h a t t he re e x i s t sharp v a r i a t i o n s 
i n s a l e s between the a reas i n t e r v i e w e d and f o r months f a l l i n g 
w i t h i n and o u t s i d e the h a r v e s t season in each r e g i o n . 

When r epo r t ed s a l e s were d i v i d e d i n t o t h i r d s , 42% of the 
Santa Cruz producers were i n the top s a l e s ca t ego ry in the month 
p reced ing the i n t e r v i e w . The s a l e s of Yungas and Rio A b a j o - A l t i -
plano respondents were most l i k e l y to f a l l i n the medium and low 
s a l e s c a t e g o r i e s ( see Table 7 . 1 4 ) . About t h r e e - f o u r t h s of the 
Cochabamba respondents were in the middle s a l e s c a t e g o r y . Thus, 
Santa Cruz f a r m e r s , f o l l o w e d by Cochabamba f a r m e r s , had the high-
e s t s a l e s volume, w h i l e Yungas and Rio A b a j o - A l t i pi ano respond-
ents had s m a l l e r t o t a l s a l e s . 

To ta l r e t u r n s from product s a l e s are g r e a t l y a f f e c t e d by 
p r i c e i n s t a b i l i t y and the n e c e s s i t y of s e l l i n g a t low p r i c e s . 
One-fourth of the respondents i n d i c a t e d t h a t dur ing the 1967 or 



prev ious c rop , there was a time in which they could not s e l l t h e i r 
products . Three out of f i v e reported sa les at very low p r i c e s . 

Table 7.14 Tota l Sa les the Month Precedi ng 
the I n t e r v i ew by Area I n t e r v i ewed 

Tota l Sal es 
0 -$ 3 3.3 3 $ 33.34-$116. 60 $116.61 or mo re 

Yungas 46% 47% 7% 
Rio Aba jo-A l t i pi ano 55 38 7 
Coch abamba 15 76 9 
Santa Cruz 24 34 42 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

Farmers from Rio Abajo-Al t i p1 ano were l e a s t l i k e l y to be 
able to s e l l t h e i r p roducts , wh i l e Santa Cruz r i c e farmers were 
most l i k e l y to be able to s e l l t h e i r s . One-fourth of the Yungas 
and Cochabamba farmers sa id tha t they could not s e l l t h e i r prod-
uct l a s t yea r or during the present ha r ves t . Producers were a lso 
asked whether they ever had to s e l l a t very low p r i c e s . This 
quest ion sought to determine percept ions of p r i c e s t a b i l i t y and 
the a l t e r n a t i v e s tha t e x i s t fo r farmers seeking to avoid low 
p r i c e s . F i f t y - f i v e percent of the Yungas and Rio Aba jo-A l t i pi ano 
respondents i n d i c a t e d tha t they so ld at very low p r i c e s . The 
pe r i shab l e nature of the goods produced in both of these areas 
should be noted, however. This f a c t o r probably g ives the farmer 
l i t t l e oppor tun i ty to s to re and wa i t fo r high p r i c e s . Th i r t y -
s ix percent of the Santa Cruz r e sponden t s--p r inc ipa l l y r i c e farm-
e r s — a l s o repor ted s e l l i n g at a low p r i c e . Inadequate c r e d i t or 
s torage f a c i l i t i e s may account fo r the i n a b i l i t y of Santa Cruz 
farmers to hold t h e i r product o f f the market at per iods of low 
p r i c e . Cochabamba i n t e r v i ewees were the l e a s t l i k e l y to s e l l a t 
very low p r i c e s . Only one in twelve i n d i c a t e d they so ld at low 
p r i c e s . 

To determine the var ious a l t e r n a t i v e s tha t e x i s t fo r farmers 
in s e l l i n g t h e i r products when faced wi th low p r i c e s , we asked: 
" I f you had known before ha rves t tha t the market was f u l l and the 
p r i c e low, what would you have done?" E igh ty- four percent of the 
Yungas respondents repor ted tha t they would harves t and take the 
very low p r i c e . Three out of f i v e of the Cochabamba and Santa 
Cruz farmers i n t e r v i ewed were l i k e l y to do the same. The Rio 



Abajo-Al t i p l ano farmers were l e a s t l i k e l y to harves t and s e l l at 
a very low p r i c e . The i m p l i c a t i o n i s tha t Yungas fa rmers , most 
of whom produce a h igh ly pe r i shab le product (bananas ) , are most 
l i k e l y to s e l l at a very low p r i c e in order to r e a l i z e some re-
turn on t h e i r investment r a the r than lose e ve r y th i ng . 

When a s i m i l a r quest ion was asked concerning t h e i r a l t e rna-
t i v e s a f t e r ha rves t ing the produc ts , 58% of the Yungas respondents 
i n d i c a t e d they would s e l l at the low market p r i c e . Again, the 
i n a b i l i t y to s to re bananas probably accounts fo r t h e i r lack of 
op t ions . Th i r t y-n ine percent of the Rio Aba jo-A l t i p l ano respond-
ents sa id tha t they would market immediately under the pos i ted 
cond i t i ons . Only 35% of the Cochabamba farmers and 26% of the 
Santa Cruz farmers i nd i c a t ed they would s e l l at the low market 
p r i c e . Hence, the l a t t e r two groups appear to have more a l t e rna-
t i v e s in marketing t h e i r products than e i t h e r Yungas or Rio Abajo-
A l t i p l a n o farmers. A l so , the data suggest tha t the type of prod-
u c t , e . g . , degree of p e r i s h a b i 1 i t y , p lays an important ro l e in 
determining which a l t e r n a t i v e the farmer w i l l s e l e c t in s e l l i n g 
h is products . 

Almost two-th i rds of the respondents s tore some of t h e i r 
product . Santa Cruz farmers used storage f a c i l i t i e s more than 
did the other farmers i n t e r v i ewed (see Table 7 .15 ) . The i r use 
of storage was suggested by the f a c t tha t th ree- four ths i n d i c a t e d 
they would seek other a l t e r n a t i v e s i f g iven a low p r i c e a f t e r 
ha rves t or the sa tu ra ted market cond i t ions as descr ibed in the 
preceding paragraph. Yungas fa rmers , as expected, were the l e a s t 
l i k e l y to s t o r e , wh i l e 53% of the Rio Abajo-Al t i p 1 ano farmers 
s to re some of t h e i r product . Somewhat unexpected was the f a c t 
tha t only one-th i rd of the Cochabamba farmers s to red some of 
t h e i r product . As mentioned e a r l i e r , 33% i n d i c a t e d they would 
s e l l a t a low market p r i c e given a s a tu ra t ed market and low p r i c e s 
at ha rves t t ime. This suggests tha t they may have other market 
o u t l e t s and are not r e s t r i c t e d to market demands from one area 
fo r t h e i r product . 

Channels Used in Market ing A g r i c u l t u r a l Products 

The main sa l es channel f o r a g r i c u l t u r a l products was the 
f a i r or m i l l (see Table 7 .16 ) . Approximately two-th i rds of the 
respondents i nd i c a t ed they so ld through t h i s channel . About one-
four th of the respondents so ld in La Paz, and about the same per-
centage so ld at the farm. Producers reported very l i t t l e consign-
ment s e l l i n g in La Paz. Those farmers s e l l i n g on consignment go 



through a v a r i e t y of i n t e r m e d i a r i e s , e . g . , country assembler , 
t r u c k e r , or o ther farmer. 

Table 7.15 Storage P r a c t i c e s of Farmers, by Area 

Do Not S tore Some 
S to re Products Products 

Yungas 74% 26% 
Rio Aba jo-A l t i pi ano 47 53 
Coch abamba 67 33 
Santa Cruz 30 70 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

Table 7. 16 Percentage of Farmers S e l l i n g 
through D i f f e r e n t Channels 

Channel Percentage 

S e l l i n g in La Paz 24% 
Consignment to La Paz 10 
S e l l i n g in f a i r o r m i l l 65 
S e l l i n g on farm 22 

m % a 

aResponses add to more than 100%, s ince some farmers s e l l 
through more than one channel . 
SOURCE: MSU Farmer-Country Assembler Survey (1967). 

Over h a l f of the respondents from the Yungas, Rio Abajo-
A l t i p l a n o and Cochabamba areas (52%, 67% and 55%, r e s p e c t i v e l y ) 
had at some time in the past so ld in La Paz. Less than one out 
of ten Santa Cruz respondents repor ted having so ld in La Paz at 
some time in the pas t . The Yungas f i gu r e i s s u r p r i s i n g l y h igh. 
I t may be tha t many had so ld in La Paz before coming from the 
A l t i p l a n o to the Yungas as consc r ip t s (and l a t e r becoming colo-
n i s t s ) . 

Farmers making the most f requent t r i p s to La Paz in the 
month preceding the i n t e r v i ew were from the Rio Aba jo-A l t i pi ano 
and Cochabamba areas . About h a l f from each group had made one 
or more t r i p s . Only 11% of Yungas farmers had made a t r i p to 
La Paz in the month preceding the i n t e r v i e w . Only two Santa 
Cruz respondents had made the long t r i p of about 355 mi les to La 



Paz in the month preceding the i n t e r v i e w . The high percentage of 
Cochabamba respondents t r a v e l i n g to La Paz i s s u r p r i s i n g , but i s 
probably a t t r i b u t a b l e to the f a i r l y a c c e s s i b l e truck t ranspor ta-
t i on to La Paz and the h igher p r i c e s p r e v a i l i n g in La Paz fo r 
temperate zone vege tab l es . 

Our data i n d i c a t e tha t ne i t he r fami l y nor godparent r e l a t i o n -
ships play an important ro l e in the market ing of B o l i v i a n a g r i c u l -
t u r a l products . Less than 3% of the farmers using any p a r t i c u l a r 
channel reported tha t a fami l y or godparent r e l a t i o n s h i p ex i s t ed 
between h imse l f and the buyer of h is goods. This lack of extended 
fami l y r e l a t i o n s h i p s suggests tha t the producer i s accept ing and 
dea l ing wi th the r i s k s and u n c e r t a i n t i e s of an open market. 

F a i r and M i l l Market ing A c t i v i t i e s 

The f a i r or m i l l i s the producer ' s main sa l e s channel . Co-
chabamba respondents reported the h ighest percentage of farmers 
s e l l i n g at f a i r s in the month preceding the i n t e r v i e w , suggest ing 
tha t there are many a c c e s s i b l e and a c t i v e f a i r s in the Cochabamba 
area (see Table 7 .17 ) . Ninety-one percent so ld in four or more 
f a i r s , compared wi th 52% of the Rio Aba jo-A l t i p l ano respondents 
and only 13% of the Santa Cruz farmers who made tha t many t r i p s 
to the f a i r or m i l l . Yungas respondents apparent ly go to f a i r s 
i n f r e q u e n t l y , wi th 73% not a t tend ing any f a i r in the month pre-
ceding the i n t e r v i e w . Road pick-up seems to be the p reva l en t sys-
tem fo r sending produce to La Paz. 

Table 7.17 Number of F a i r or M i l l T r ips by Farmers in 
the Month Preceding the I n t e r v i e w . , by Area 

Number of F a i r s or M i l l s 
0 1^3 4-8 

Yungas 73% 27% 0% 
Rio Aba jo-A l t i p l ano 32 16 52 
Cochabamba 7 2 91 
Santa Cruz 25 62 13 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

Country assemblers were the most important buyers at the 
f a i r or m i l l f o r a l l farmers i n t e r v i e w e d , as seen in Table 7.18. 
The "housewi fe" category needs exp lana t ion . I t was observed tha t 
some peasant and c i t y housewives operate as merchants during 



ho l idays and on weekends. They usua l l y go to va r ious f a i r s , tak-
ing ready-made c lo thes or money to exchange fo r farm produce. 
Upon re tu rn ing home, these merchant-housewives s e l l to f a m i l y , 
ne ighbors , and other acqua intances . 

Table 7.18 Occupation of Buyer at F a i r or M i l l 

Occupati on Percentage 

Country Assembler 77% 
Housewi fe 16 
Trucker 3 
Other 4 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

Farmers were a l so asked whether they always s e l l to the same 
buyer a t the f a i r or m i l l (see Table 7 .19 ) . Three-fourths of the 
Yungas respondents s e l l i n g in f a i r s so ld to the same buyer , sug-
gest ing e i t h e r tha t they are h igh ly t r a d i t i o n a l or tha t f a i r s are 
sma l l . Two-thirds of the Rio Aba jo-A l t i pi ano farmers s e l l to the 
same buyer , again suggest ing somewhat t r a d i t i o n a l market ing a c t i -
v i t i e s at the f a i r . About o n e - f i f t h of the Cochabamba and Santa 
Cruz respondents s e l l to one buyer. The remaining f o u r - f i f t h s 
s e l l t h e i r products to seve ra l buyers , i n d i c a t i n g a more competi-
t i v e environment and a more p rogress i ve s e l l i n g a c t i v i t y . 

Table 7.19 Percentage of Farmers S e l l i n g to the 
Same Buyer at the F a i r or M i l l , by Area 

Percentage 

Yungas 76% 
Rio Abajo-Al t i pi ano 65 
Cochabamba 21 
Santa Cruz 22 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

An add i t i ona l measure of farmers ' p a r t i c i p a t i o n in the mar-
ket ing process was obta ined by asking whether they a c t i v e l y o f f e r -
ed t h e i r products to var ious buyers a t the f a i r or m i l l or wa i ted 
fo r buyers to come to them. As seen in Table 7.20, almost a l l the 
Santa Cruz respondents reported o f f e r i n g t h e i r products to var ious 
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buyers . Ha l f of the Cochabamba respondents a c t i v e l y s o l i c i t buy-
e r s . As expected from the d i scuss ion in the prev ious paragraph, 
Rio Aba jo-A l t i pi ano and Yungas respondents were most l i k e l y to s i t 
and wa i t fo r a buyer to approach them. 

Table 7.20 Farmers' Methods of O f f e r i ng 
The i r P roduc ts , by Area 

Wait fo r S o l i c i t 
Buyers Buyers 

Yungas 94% 6% 
Rio Aba jo-A l t i pi ano 65 35 
Cochabamba 51 49 
Santa Cruz 7 93 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

Farm Market ing A c t i v i t i e s 

Less than one-fourth of a l l producers i n t e r v i ewed so ld t h e i r 
output on the farm. Santa Cruz respondents were more l i k e l y to 
s e l l on the farm than were producers in other areas (see Table 
7 .21 ) . Rio Aba jo-A l t i pi ano farmers were l e a s t l i k e l y to s e l l on 
the farm, wh i l e about one-fourth of the Yungas and Cochabamba 
respondents s e l l a t the farm. 

Table 7.21 Percentage of Farmers S e l l i n g at the Farm, by Area 

Percentage 

Yungas 26% 
Rio Aba jo-A l t i pi ano 7 
Cochabamba 24 
Santa Cruz 32 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

The p r i n c i p a l buyer of a g r i c u l t u r a l products on the farm was 
the country assembler in 87% of the cases . Merchant-housewives 
and t ruckers were equa l l y repor ted as buyers by the remaining 13% 
of the farmers. Near ly h a l f of the respondents s e l l i n g on the 
farm sa id they always so ld to the same buyer. This t r a d i t i o n a l i s m 
appears to be compatible w i th on-farm s e l l i n g . Godparent and/or 
fami ly r e l a t i o n s h i p s did not p lay an important r o l e ; only 2% of 



the respondents s t a t ed tha t they had such a r e l a t i o n s h i p w i th the 
buyer . 

Summary 

In gene ra l , the farmers i n t e r v i ewed are a c t i v e in the market-
ing process . That i s to s a y , they are not the t r a d i t i o n a l subsis-
tence fa rmer , but have entered the market economy at the f a i r or 
m i l l l e v e l and some have so ld at the wholesa le and r e t a i l l e v e l in 
La Paz. 

The average years of educat ion fo r a l l farmers i n t e r v i ewed 
i s approximately four and one-ha l f . Furthermore, the data suggest 
t h a t , in gene r a l , there e x i s t s a f a i r amount of m o b i l i t y among 
fa rmers , e s p e c i a l l y fo r the Santa Cruz and Yungas respondents , most 
of whom are f i r s t - g e n e r a t i o n c o l o n i s t s . These two groups of farm-
ers a l so expressed a g rea t e r des i r e to i n ves t in business or educa-
t ion fo r t h e i r c h i l d r e n , given a w i n d f a l l gain in personal income. 
In c o n t r a s t , Rio Aba jo-A l t i pi ano and Cochabamba respondents report-
ed a propens i ty to buy a t r u c k , bus, or home. This suggests some 
des i r e to l eave the land and move to market towns or c i t i e s . 

In gene ra l , the m a j o r i t y of the respondents had p o s i t i v e , 
though moderate, views about B o l i v i a ' s p rogress , as we l l as t h e i r 
own. The most p e s s i m i s t i c group in both regards was the Cocha-
bamba farmers . 

A l l farmers reported a f a i r amount of rad io 1 i s t e n e r s h i p , 
but r e l a t i v e l y l i t t l e usage of p r i n t ed media. The Santa Cruz and 
Rio Aba jo-A l t i pi ano respondents exh ib i t ed the most usage of mass 
media, wh i l e Cochabamba and Yungas farmers i n d i c a t e d r e l a t i v e l y 
l i t t l e exposure. G e n e r a l l y , educat ion and reading a b i l i t y were 
r e f l e c t e d in the mass media usage and exposure of the farmers in-
cluded in the s tudy . 

The m a j o r i t y of the respondents repor ted tha t merchants were 
the best source of in format ion a f f e c t i n g t h e i r market a c t i v i t i e s . 
Only the Santa Cruz r i c e farmers repor ted tha t the government was 
more important than merchants in terms of business i n fo rmat ion . 

Group a f f i l i a t i o n was g e n e r a l l y low throughout a l l r eg ions . 
About three out of ten respondents were members of a union or a 
coope ra t i v e . Cochabamba farmers repor ted the l e a s t group a f f i l i a -
t i on of a l l producers i n t e r v i ewed . Cooperat ive membership was 
most ev ident in the Yungas and Santa Cruz a r ea s , wh i l e Rio Abajo-
A l t i p l a n o farmers were most l i k e l y to be union members. 



The main sa les channel f o r a g r i c u l t u r a l products was the 
f a i r or m i l l . About one-fourth of the farmers i n t e r v i ewed so ld 
in La Paz, wh i l e s l i g h t l y l e ss so ld on the farm. Approximately 
two-th i rds i n d i c a t e d they so ld a t f a i r s or m i l l s . The most 
important buyer of farm products i s the country assembler , who 
tends to s p e c i a l i z e in market ing one product as opposed to many. 
Godparent or fami ly r e l a t i o n s do not appear to p lay an important 
par t in marketing the a g r i c u l t u r a l output of the farmers i n t e r -
vi ewed. 

P r i c e and market i n s t a b i l i t i e s were qu i t e v a r i a b l e , depend-
ing on the crop and region s tud ied . In g e n e r a l , one-fourth of 
the respondents could not s e l l some par t of t h e i r output during 
the l a s t two ha r ves t s . Fu r t he r , some t h r e e - f i f t h s i n d i c a t e d they 
had so ld t h e i r product at very low p r i c e s at some time during the 
past two y e a r s . Cochabamba farmers were the l e a s t l i k e l y to s e l l 
low, wh i l e Rio Aba jo-A l t i pi ano and Yungas respondents were the 
most l i k e l y to do so. 

Over 60% of the farmers reported s t o r i ng pa r t of t h e i r prod-
uct . However, g iven the number of respondents who s e l l at very 
low p r i c e s , i t appears tha t r e l a t i v e l y small amounts are s to red . 
Santa Cruz r i c e farmers were most i nvo l ved in storage p r a c t i c e s , 
wh i l e Yungas banana farmers were the l e a s t i n vo l ved . This i s not 
unexpected, given the nature of the two products . 

The average annual gross sa les fo r a l l farmers i n t e r v i ewed 
was $1120, wi th Santa Cruz respondents repor t ing the h ighest gross 
s a l e s . This was fo l lowed by Cochabamba respondents , wi th Yungas 
and Rio Aba jo-A l t i pi ano respondents r epor t ing low sa l es r e tu rns . 

Country Assemblers 

We now turn to a d i scuss ion of the personal c h a r a c t e r i s t i c s 
and market ing p r a c t i c e s of the 106 country assemblers i n t e r v i ewed . 
S ix ty-two of these assemblers were from the Rio Aba jo-A l t i pi ano 
a rea , 22 were from Santa Cruz, and 21 were from Cochabamba (see 
Table 7 . 1 ) . 5 

Personal C h a r a c t e r i s t i c s 

The age d i s t r i b u t i o n of country assemblers i s shown in Table 
7.22. The d i s t r i b u t i o n c l o s e l y p a r a l l e l s tha t obta ined e a r l i e r 

5 
Country assemblers p lay only a small r o l e in the marketing 

of bananas, the p r i n c i p a l a g r i c u l t u r a l product of the Yungas, and 
were the re fo re not surveyed in tha t a rea . 



fo r fa rmers , i . e . , respondents from Santa Cruz and Cochabamba 
were o l d e s t , and Rio Aba jo-A l t i pi ano respondents were youngest . 

Table 7.22 Ages of Country Assemblers, by Area 

Age 
35 or l e ss 35-42 43 or more 

Rio Aba j o-Al t i pi ano 45% 36% 19% 
Cochabamba 14 33 53 
Santa Cruz 10 35 55 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

As seen in e a r l i e r d i scuss ions of the marketing of per i sh-
a b l e s , women play a major ro l e in the country assembling phase of 
food marketing (see Table 7 .23 ) . Near ly th ree- four ths of the 
country assemblers i n t e r v i ewed in the Rio Abajo-Al t i p1 ano area 
were women. These women probably were f i r s t i n vo l ved in the 
who lesa l ing of produce from the fami l y farm, e v e n t u a l l y expanding 
in to f u l l - t i m e t r a d e r s . Women were l ess l i k e l y to perform the 
country assembling func t ion in the Cochabamba area . In Santa 
Cruz, a l l country assemblers were men. 

Table 7.23 Sex of Country Assemblers, by Area 

Male Female 

Rio Aba jo-A l t i pi ano 28% 72% 
Cochabamba 48 52 
Santa Cruz 100 00 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

The average assembler had 3.6 years of formal schoo l ing . 
However, the median was 1.0 y e a r s , i n d i c a t i n g tha t wh i l e some 
assemblers have had a primary school educat ion or beyond, about 
h a l f have had only one yea r or l e s s . Lack of formal schoo l ing 
i s p a r t i c u l a r l y ev iden t among Rio Aba jo-Al t i pi ano and Cochabamba 
assemblers ; Santa Cruz assemblers were most l i k e l y to have had 
schoo l ing beyond one or two years (see Table 7 .24 ) . 

A b i l i t y to read corresponds c l o s e l y wi th the degree of 
formal school ing which country assemblers had. As seen in Table 



Table 7.24 Years of School ing of Country Assemblers , by Area 

Years 
2 or l e s s 3-5 6 or more 

Rio Aba jo-A l t i p l ano 59% 36% 5% 
Cochabamba 52 24 24 
Santa Cruz 10 5 85 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

7 .25, respondents in the Rio Abajo-Al t i p 1 ano area were most l i k e -
l y to be i l l i t e r a t e . On the other hand, 85% of the Santa Cruz 
respondents were complete ly ab le to read. 

Table 7.25 Reading A b i l i t y of Country Assemblers, by Area 

Unable P a r t i a l l y F u l l y 
to Read Able to Read Able to Read 

Rio Aba jo-A l t i p l ano 61% 32% 7% 
Cochabamba 52 19 29 
Santa Cruz 10 5 85 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

The m o b i l i t y exper iences of the assemblers are shown in 
Table 7.26. Near ly a l l of the Cochabamba t r ade rs had spent at 
l e a s t s i x months in the m i l i t a r y ; about two-th i rds of the Santa 
Cruz and Rio Aba jo-A l t ip1 ano t r ade r s had had t h i s much contac t 
w i th the m i l i t a r y . Santa Cruz t r ade rs were cons iderab ly more 
l i k e l y to have t r a v e l e d outs ide B o l i v i a (95%) than were e i t h e r 
Cochabamba (29%) or Rio Abajo-Al t i p l ano (12%) t r a d e r s . Santa 
Cruz t raders have r e l a t i v e l y easy access to Argent ina . 

Table 7.26 M o b i l i t y Exper iences of Assemblers, by Area 

Served Trave led Out-
in M i l i t a r y s ide B o l i v i a 

Rio Aba jo-A l t i p l ano 62% 12% 
Cochabamba 95 29 
Santa Cruz 68 95 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 
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When asked how they would a l l o c a t e a w i n d f a l l i n c rease in 
income of $1,666, a ma jo r i t y of Cochabamba (53%) and Santa Cruz 
(61%) assemblers sa id they would buy or i n ve s t in bus iness . How-
e v e r , 59% of Rio Aba jo-A l t i pi ano t r ade rs i n d i c a t e d they would use 
the money to buy a house. Less than o n e - f i f t h of a l l respondents 
s e l e c t e d any of the other a l t e r n a t i v e s o f f e r ed (see Table 7 .27 ) . 

Table 7.27 A l l o c a t i o n of $1 ,666 W ind fa l1 , by Area 

Buy Truck 
or Bus 

Buy 
House 

I n ves t in 
Business 

Chi 1dren 's 
Educat ion 

Rio Aba jo-A l t i pi ano 9% 
Cochabamba 12 
Santa Cruz 17 

59% 
35 
11 

20% 
53 
61 

12% 

12 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

When asked whether they f e l t cond i t ions in B o l i v i a were 
p rogress ing , s tanding s t i l l , or f a l l i n g back, Santa Cruz respond-
ents were most o p t i m i s t i c of the three groups (see Table 7 .28 ) . 
About three out of f i v e sa id they thought progress was being made. 
Two-f i f ths of the Cochabamba assemblers and one-fourth of the Rio 
Aba jo-A l t i pi ano assemblers perce i ved B o l i v i a ' s recent progress as 
f a v o r a b l e . This l a t t e r group was most l i k e l y to say (57%) tha t 
in f a c t the country was "s tand ing s t i l l . " These percept ions are 
f a i r l y c lose to those of the farmers in these reg ions . 

Table 7.28 Country Assemblers ' Pe rcept ions 
of B o l i v i a ' s P rog ress , by Area 

Prog res s i ng Standinq S t i l l Re t rogress ing 

Rio Aba jo-A l t i pi ano 24% 5 7% 19% 
Cochabamba 44 28 28 
Santa Cruz 57 42 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

Communication C h a r a c t e r i s t i c s 

The p r i n c i p a l mass media l i n k to the country assemblers i s 
r a d i o , as shown in Table 7.29. About t h r e e - f i f t h s of the assem-
b l e r s reported use of the radio the day p r i o r to being i n t e r v i ewed . 



Cochabamba respondents were the heav i e s t l i s t e n e r s , fo l lowed by 
Santa Cruz and Rio Aba jo-A l t i pi ano country assemblers . Movies 
are nea r l y as important a mass communication l i n k , w i th t w o - f i f t h s 
of the respondents having attended t h i s p r i n c i p a l l y enterta inment-
o r i en t ed medium at l e a s t once in the month preceding the i n t e r -
v iew. The p r i n t ed media--newspapers and magazines--reach only a 
small p ropor t ion of country assemblers in the Rio Aba jo-A l t i pi ano 
and Cochabamba a reas . However, f o u r - f i f t h s of the Santa Cruz 
respondents repor ted having read a newspaper on the day preceding 
the i n t e r v i e w . 

Table 7.29 Mass Media Usage by Country Assemblers 

Medi um Percent Using 

Radio 59% 
Newspaper 16 
Magazine 8 
Movi e 44 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

The p r i n c i p a l business in format ion source of assemblers i s 
f a rmers ; t rucke rs are the second most f r equen t l y mentioned source . 
R e l a t i v e l y l i t t l e business in fo rmat ion i s obta ined v ia the govern-
ment or o ther sources . Truckers were more f r equen t l y mentioned 
as a source of business in format ion by assemblers than by farmers 
(36% vs 14%), but the government p lays a l ess important ro l e (10% 
vs 24%). 

Table 7.30 Main Sources of Business In fo rmat i on 
of Country Assemb1ers 

Source Percent Mentioning 

Merchants 51% 
Government 10 
Truckers 36 
Nei ghbors 2 
Other persons 1 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 



Market ing and Economic C h a r a c t e r i s t i c s 

As might be expected, the importance of La Paz as a market 
cen te r f o r country assemblers i s a func t ion of t h e i r d i s tance from 
La Paz. Some three- four ths of the Santa Cruz assemblers i n t e r v i ewed 
had never so ld in La Paz (see Table 7 .31 ) . Cochabamba country as-
semblers were more l i k e l y to have so ld in La Paz , and nea r l y a l l 
the t raders in the Rio Aba jo-A l t i pi ano region had so ld in La Paz. 
A f u r t h e r measure of the importance of La Paz as a market area i s 
seen in Table 7.32. Near ly h a l f of the Rio Aba jo-A l t i pi ano assem-
b le r s made more than one s e l l i n g t r i p per week to La Paz in the 
month preceding the i n t e r v i e w . I t i s i n t e r e s t i n g to note tha t one 
out of ten of the Santa Cruz assemblers made f requent t r i p s (4 to 
6) to La Paz in the month preceding the i n t e r v i e w , as did one out 
of seven of the Cochabamba respondents. The h igher p r i c e s to be 
obta ined fo r goods in La Paz have undoubtedly been important in 
drawing some Cochabamba assemblers i n to the La Paz market. 

Table 7.31 Percentage of Country Assemblers 
Who Have Ever So ld in La Paz, by Area 

Percentage 

Rio Aba jo-A l t i pi ano 90% 
Cochabamba 38 
Santa Cruz 27 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

Table 7.32 Country Assembler T r ips to La Paz in the 
Month Preceding the I n t e r v i e w , by Area 

Number of Tr ips 
0 1^3 4ĵ 6_ 

Rio Aba jo-A l t i p i ano 19% 36% 45% 
Cochabamba 68 16 16 
Santa Cruz 82 9 9 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

Sa l es in country f a i r s or a t the m i l l are more important for 
Cochabamba and Santa Cruz assemblers than fo r Rio Aba jo-A l t i pi ano 
country assemblers. As shown in Table 7.33, 59% of the Cochabamba 



respondents so ld in f i v e or more f a i r s in the month preceding the 
i n t e r v i e w s , 53% of the Santa Cruz assemblers i n t e r v i ewed so ld in 
one to four f a i r s , and 88% of the Rio Aba jo-A l t i pi ano respondents 
so ld in n_o f a i r s in the month preceding the i n t e r v i e w . 

Table 7.33 Country Assembler Tr ips to Fai r or M i l l in 
the Month Preceding the I n t e r v i e w , by Area 

Number of Tr ips 
0 1-4 5-8 

Rio Aba jo-A l t ip l ano 88% 5% 7% 
Cochabamba 24 19 57 
Santa Cruz 19 53 28 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

F i n a l l y , an add i t i ona l measure of the importance of the La 
Paz market to country assemblers in var ious areas was obta ined by 
looking at the d i s t r i b u t i o n of t h e i r sa l es volume. As seen in 
Table 7.34, h a l f of the Rio Aba jo-A l t i pi ano respondents made a l l 
t h e i r sa l es in La Paz, although one-fourth reported njo sa les in 
La Paz. Some th ree- four ths of both the Cochabamba and Santa Cruz 
assemblers made rm sa les in La Paz. However, o n e - f i f t h of the 
Santa Cruz respondents made a l l t h e i r sa l es in La Paz, suggest ing 
a s i zeab l e group of i n t e rmed i a r i e s who devote themselves exc lus i ve-
l y to the market ing of r i c e in La Paz. 

Table 7.34 Percentage of Country Assembler 
Sa les in La Paz, by Area 

0 10-90 100 

Rio Aba jo-A l t i pi ano 25% 25% 50% 
Cochabamba 72 22 6 
Santa Cruz 76 5 19 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

Country assemblers reported average sa les of $660 per month 
fo r the two months preceding the i n t e r v i e w . Santa Cruz assemblers 
had by f a r the l a r g e s t sa l es (see Table 7 .35 ) . In g e n e r a l , Rio 
Aba jo-A l t i pi ano assemblers were in the lowest sa l es ca tegory . 



Three - fou r th s of the Cochabamba respondents were in the middle 

s a l e s category . With the except ion of Santa Cruz, where th ree -

tenths of the respondents s a i d they bought before h a r v e s t , the 

g reat major i t y of the country assemblers i n te rv iewed did not buy 

or cont rac t fo r produce before the ha r ve s t . 

Table 7.35 Country Assembler Sa le s Volume i n the 
Month Preceding the I n t e r v i ew, by Area 

$0-$41 $42 -$ l25 Over $126 

Rio Aba j o -A l t i p l a no 58% 34% 8% 
Cochabamba 12 76 12 
Santa Cruz 17 1 7 66 

SOURCE: MSU Farmer-Country Assembler Survey (1967) . 

Summary 

Regional d i f f e r ence s among country assemblers were marked. 

The f i r s t major d i f f e rence noted was in the sex of the respondents . 

Country assemblers in the Rio A b a j o - A l t i p l a n o reg ion are p r i m a r i l y 

women, thus extending the predominance of women in the market ing 

of pe r i s hab l e s from r e t a i l i n g through country a s sembl ing . Cocha-

bamba respondents were much l e s s l i k e l y to be women. On the other 

hand, a l l of the Santa Cruz respondents were male. 

Rio Abajo-Al t i pi ano respondents had the lowest leve l of 

s c hoo l i n g and reading a b i l i t y , whi le the Santa Cruz country assem-

b l e r s i n te rv iewed had the h i g he s t l e v e l s . Indeed, over 85% of the 

Santa Cruz respondents had 6 or more year s of formal s c h o o l i n g . 

Cochabamba and Santa Cruz respondents were most l i k e l y to a l l o c a t e 

a l a rge monetary w i nd f a l l to bu s i ne s s inves tment , whereas Rio 

A b a j o - A l t i p l a n o assemblers were more l i k e l y to use such funds to 

buy a house. 

The p r i n c i p a l mass media channel fo r reaching country assem-

b l e r s i s the r ad i o . With the except ion of Santa Cruz re spondent s , 

few country assemblers reported reading the newspaper. 

In gene ra l , i t can be s a i d that the f u r t he r from La Paz the 

main base of the country a s s emb le r ' s operat ion i s , the l e a s t l i k e -

ly he i s to s e l l in the La Paz market area. Most of the Rio Abajo-

A l t i p l a n o assemblers i n te rv iewed had a l l or a major par t of t h e i r 

s a l e s in La Paz, a lthough a few operated in sma l le r towns and in 

the rura l f a i r s . Cochabamba respondents concentrated t h e i r e f f o r t s 

in Cochabamba and the many small s u r round ing towns. A s u b s t a n t i a l 
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m i n o r i t y , however, were i n v o l v e d in the La Paz market . S i n ce 
r e t a i l p r i c e s seem to be s u b s t a n t i a l l y h igher in La Paz , i t i s 
somewhat s u r p r i s i n g t h a t more Cochabamba assemblers do not take 
advantage of the La Paz market . Most Santa Cruz assemblers s e l l 
in the Santa Cruz a rea . However, o n e - f i f t h r e p o r t ope ra t i ng 
s o l e l y in the Santa Cruz-La Paz r i c e channe l . 

Santa Cruz respondents r epo r t ed the h ighes t monthly s a l e s , 
w i th Cochabamba nex t , and Rio A b a j o - A l t i p l a n o assemblers having 
the s m a l l e s t volume of s a l e s . 

Summary 

The farmer i n t e r v i e w s show t h a t the hacienda-based produc-
t i o n system has changed s u b s t a n t i a l l y s i n c e the 1952 r e v o l u t i o n . 
A s u b s t a n t i a l number of farmers s e l l i n the va r i ous country f a i r s , 
as w e l l as d i r e c t in the l a r g e urban cen te r s of Cochabamba and 
La Paz. Wh i le some farmers cont inue to s e l l a t the farm g a t e , 
i t i s c l e a r t ha t an i n c r e a s i n g number have pene t r a t ed f u r t h e r 
i n t o the d i s t r i b u t i o n channe l s . 

Cont rary to conven t iona l wisdom, the farmer opera tes in a 
s t r i c t l y commercial env i ronment . He i s not t i e d to arrangements 
w i t h blood r e l a t i v e s or godparents . There i s appa ren t l y l i t t l e 
consignment of produce. Thus, the farmer en te r s d i r e c t l y i n t o 
the open market , w i t h a l l i t s r i s k s and o p p o r t u n i t i e s . 

S u b s t a n t i a l d i f f e r e n c e s i n personal c h a r a c t e r i s t i c s were 
e v i d e n t in the four reg ions s t u d i e d . Santa Cruz respondents were 
b e t t e r educa ted , more exposed to mass media , more o p t i m i s t i c 
about the f u t u r e , and r e l a t i v e l y modern in t h e i r market ing prac-
t i c e s . Rio A b a j o - A l t i p l a n o respondents were g e n e r a l l y i l l i t e r a t e , 
accustomed to market ing i n a t r a d i t i o n a l way, appa ren t l y i n t e r e s t -
ed in g e t t i n g o f f the l and , and had low sa l e s volumes. Cochabamba 
farmers f e l l somewhere in the m idd l e , but were g e n e r a l l y pess imis-
t i c about f u t u r e c o n d i t i o n s . F i n a l l y , Yungas f a rme r s , who seem to 
be r e cen t c o l o n i s t s , had low sa l e s volumes and g e n e r a l l y t r a d i t i o n -
al market ing h a b i t s , but seemed to be o p t i m i s t i c about the f u t u r e . 

To a l a r g e e x t e n t , the personal c h a r a c t e r i s t i c s and market-
ing h a b i t s of the country assemblers i n t e r v i e w e d p a r a l l e l e d those 
f o r f a rmers . That i s , Santa Cruz assembl ers--who were a l l men-
were b e t t e r educa ted , had h igher s a l e s volumes, and were o r i e n t e d 
toward t r a d i n g as a bus iness . Cochabamba assemblers--50% m e n -
were moderate ly t r a d i t i o n a l . For the most p a r t , they concen t r a t ed 
t h e i r s e l l i n g e f f o r t s in the Cochabamba a r e a , no tw i th s t and ing the 



f a c t that higher p r i ces p r e v a i l e d in the La Paz market. F i n a l l y , 
Rio Aba jo-A l t i pi ano assemblers--28% male--were gene r a l l y poor ly 
educated, l i t t l e exposed to new i deas , had low sa les volumes, and 
appeared to be i n t e r e s t e d in l e av ing t h e i r present bus iness . 



CHAPTER 8 

RURAL FAIRS AND PEASANT CONSUMPTION 

For modern iza t ion of the r u r a l s e c t o r to o c c u r , t r a d i t i o n a l 
o r i e n t a t i o n s must change. One f o r c e f o r r e o r i e n t a t i o n i s the 
communication and market ing channe ls which t i e the r u r a l and urban 
s e c t o r s t o g e t h e r . The i n f o r m a t i o n and goods which f low to the 
r u r a l a reas have been termed a " c o u n t e r f 1 o w . " Other chap te rs i n 
t h i s r e p o r t have d e a l t w i t h the f low of food goods i n t o the urban 
s e c t o r from farms in the r u r a l a r e a s . Th is chap te r i s concerned 
w i th the impact of goods and i n f o r m a t i o n coming to the r u r a l sec-
t o r from the urban s e c t o r . Here we w i l l be d i s c u s s i n g the a v a i l -
a b i l i t y of consumer and p roduc t i on- inves tmen t goods in the r u r a l 
market sys tem, the a v a i l a b i l i t y of mass media i n f o r m a t i o n , and the 
communication and consumption behav i o r of the r u r a l p o p u l a t i o n . 

Rostow has suggested t h a t the growth gap between the urban 
and r u r a l s e c t o r s of deve lop ing c o u n t r i e s can be reduced by c r e a t -
ing a t r u l y n a t i o n a l marke t ing system--a system in which the mutual 
f a c i l i t a t i o n of growth can occur in both s e c t o r s . 1 To i n t e g r a t e 
the two a r e a s , p r o d u c t i v i t y i n the c o u n t r y s i d e and the r u r a l mar-
kets must be improved and the i n d u s t r i a l output of the urban sec-
t o r must be expanded. The i n c r e a s e d a b i l i t y of the a g r i c u l t u r a l 
s e c t o r to supply the urban p o p u l a t i o n w i t h lower cos t food goods 
w i l l u l t i m a t e l y f a c i l i t a t e i n d u s t r i a l e f f i c i e n c y . The added e f f i -
c i e n c y of the i n d u s t r i a l s e c t o r w i l l , i n t u r n , enab le i t to pro-
v ide more and cheaper goods to the r u r a l market . The impact of 
these consumer and p roduc t i on- inves tmen t goods on the r u r a l pro-
ducer i s of major conce rn , as i s the impact of the i n f o r m a t i o n 
which p a r a l l e l s these goods. To what ex ten t does a market f o r 
goods and i n f o r m a t i o n e x i s t in the r u r a l a reas ? How are these 
i npu t s used and to what ex ten t might t h e i r use be expanded? 
F i n a l l y , w i l l expanding the a v a i l a b i l i t y of goods and i n f o r m a t i o n 
i n the r u r a l a reas have an impact on p r o d u c t i v i t y ? 

The purpose of t h i s chap te r i s to i n v e s t i g a t e the ex ten t to 
which one segment of the a g r i c u l t u r a l s e c t o r of B o l i v i a i s ready 
f o r and/or a c t u a l l y p a r t i c i p a t i n g i n a n a t i o n a l market system and 
to c o n s i d e r the e x t e n t to which the urban s e c t o r might recogn ize 

Wa l t W. Rostow, "The Concept of a N a t i o n a l Market and I t s 
Economic Growth I m p l i c a t i o n s , " Proceedings> American Marketing 
Association, F a l l 1965. 



and expand upon w i l l i n g n e s s of the r u r a l popu l a t i on to respond to 
the o v e r t u r e s of the urban s e c t o r , both in terms of consumption 
o p p o r t u n i t i e s and o f f e r s of t e c h n o l o g i c a l he l p . 

Data were c o l l e c t e d in f i v e r u r a l f a i r s and two v i l l a g e s in 
the A l t i p l a n o reg ion near La Paz. In a d d i t i o n , i n t e r v i e w s were 
conducted w i th d i r e c t o r s of two La Paz rad io s t a t i o n s which are 
f r e q u e n t l y heard by the campesinos i n t h i s a r e a . F i f t y - f o u r i n t e r -
views were conducted i n the f i v e r u r a l f a i r s to determine what was 
being s o l d , how l a r g e the i n v e n t o r i e s of the s e l l e r s were , where 
they bought t h e i r goods, how much they pa id f o r them, and how much 
they s o l d them f o r . The i n v e n t o r i e s were not e x h a u s t i v e ; on ly 
those i tems which c o n s t i t u t e d a s i z a b l e p r o p o r t i o n of t h e i r goods 
were noted. I f , f o r example, a s e l l e r of p l a s t i c shoes a l s o so ld 
a few f l a s h l i g h t b a t t e r i e s , or some sewing n e e d l e s , or o t h e r smal l 
q u a n t i t i e s of m i s c e l l a n e o u s i t e m s , these l a t t e r i tems were not in-
v e n t o r i e d . De te rmina t ion of the buying and s e l l i n g p r i c e s f o r a l l 
m i s ce l l aneous i tems so ld in a d d i t i o n to the main i tems seemed l i k e -
l y to put undue s t r e s s on i n t e r v i e w e r - i n t e r v i e w e e r appo r t and was 
t h e r e f o r e not a t tempted . For t h i s reason the i n v e n t o r y f i g u r e s 
p resen ted are probab ly unde r s t a t ed by 10 to 15% of a c t u a l v a l u e . 

I n f o rma t i on was a l s o c o l l e c t e d on the r e s i d e n c e of the s e l l -
e r s , the number of y ea r s they had been s e l l i n g in these f a i r s , and 
the number of o the r f a i r s a t which they so ld dur ing the week. 

In the two r u r a l v i l l a g e s , 70 i n t e r v i e w s were conducted , 42 
i n one of the v i l l a g e s and 28 i n the o t h e r . A l l respondents were 
chosen randomly and i n f o r m a t i o n was c o l l e c t e d on t h e i r communica-
t i o n , consumption and modern iz ing b e h a v i o r . 

The Env i ronment of Goods: A l t i p l a n o F a i r s 

The r u r a l f a i r s of the A l t i p l a n o reg ion are one i n d i c a t i o n 
t h a t two o v e r l a p p i n g ways of l i f e s t i l l e x i s t in B o l i v i a . There 
are c l e a r s igns t h a t the p r e - r e v o l u t i o n economy i s s l ow l y being 
r e p l a c e d by a newer commerc ia l i sm. Aging Ayrnara women s t i l l s e l l 
t r a d i t i o n a l remedies f o r the g r i p p e , l lama f e t u s e s f o r l u c k , and 
m u l t i c o l o r e d cand ies f o r the f a v o r of the " E a r t h m o t h e r . " An 
arroba (25 pounds) of po ta toes can s t i l l be t r aded f o r seven eggs, 
one k i l o of b e e f , or two to th ree dozen oranges . A longs ide t h i s 
t r a d i t i o n a l economy, however , i s a growing economy of f l a s h l i g h t s , 
cameras, b i c y c l e p a r t s , r ad ios and even some s imple c o s m e t i c s . 
The o l d e r s e l l e r s of 'home' remedies are being r e p l a c e d by vendors 
of A lka S e l t z e r and a s p i r i n s . The s a l e of a g r i c u l t u r a l p roducts 



has moved to the s i d e s t r e e t s and manufac tured goods are becoming 
the c e n t r a l focus of the f a i r s . The f a i r system i s i n a s t a t e of 
change which w i l l e v e n t u a l l y have an impact on the development of 
the e n t i r e r u r a l a r ea . 

Al though the re i s no exac t coun t , t he re are from 50 to 75 
r u r a l f a i r s he ld weekly i n the A l t i p l a n o r e g i o n . An average f a i r 
may a t t r a c t from 200 to 400 people dur ing the day i t i s be ing 
h e l d . A smal l f a i r may a t t r a c t as few as 50, w h i l e a l a r g e f a i r 
may draw upwards of 1,000 peop le . In a l l but the very s m a l l e s t 
f a i r s , most of the a c t i v i t y i s c o n c e n t r a t e d around a c e n t r a l p l a z a . 
The most t y p i c a l p a t t e r n i s one i n which the s e l l e r s of r a d i o s , 
phonographs, and o the r more expens ive i tems are found in the c e n t e r 
of the p l a z a . Sur round ing the vendors of these i tems are s e l l e r s 
of b i c y c l e p a r t s , c l o t h i n g , hardware , and sundry i t ems . The s a l e 
of a g r i c u l t u r a l products u s u a l l y takes p l a c e in the s i d e s t r e e t s 
sur round ing the p l a z a , or a t l e a s t i s s e p a r a t e d r a t h e r d i s t i n c t l y 
from the s a l e of o the r goods. 

Many independent s e l l e r s t r a v e l to the f a i r s from sur round ing 
towns in t rucks and buses , each s e l l e r c a r r y i n g h i s own load of 
goods d e s t i n e d f o r s a l e . There are on l y a few f a i r s in which f i x e d 
s t a l l s or s t o r e b u i l d i n g s are used to house s e l l e r s . There a r e , 
however , p rede te rmined l o c a t i o n s in which a g i v en s e l l e r may l a y 
out h i s goods, and in some f a i r towns a tax i s l e v i e d f o r use of 
these l o c a t i o n s . Whether a tax i s l e v i e d or n o t , t he r e u s u a l l y i s 
some c o n t r o l r ega rd ing who may s e l l in the f a i r . There i s a maes-

tro i n charge of each group of s e l l e r s ( s e l l e r s of r a d i o s , s e l l e r s 
of c l o t h e s , s e l l e r s of g r a i n s , e t c . ) who keeps a r e co rd of who i s 
s e l l i n g a g i ven product i n the f a i r , l e v i e s taxes ( i f a p p l i c a b l e ) , 
and r e p o r t s needed i n f o r m a t i o n about h i s s e l l e r s to the l o c a l 
government o f f i c i a l s running the f a i r . 

Goods So ld in the F a i r s 

A l l s e l l e r s of n o n - a g r i c u l t u r a l p roducts were su rveyed a t 
the f a i r s s t u d i e d . The su rvey was conducted to determine rough ly 
the number of vendors of n o n - a g r i c u l t u r a l p roducts in each f a i r 
and the d i f f e r e n t c a t e g o r i e s of goods each s e l l e r was o f f e r i n g f o r 
s a l e . The number of vendors s e l l i n g d i f f e r e n t p roduct assor tments 
i n each of the f i v e f a i r s i s p resen ted i n Tab le 8 .1 . 

Over h a l f of the vendors in a l l f a i r s s o l d on ly c l o t h i n g of 
one k ind or a n o t h e r , i n c l u d i n g such i tems as co t ton p a n t s , wool 
s u i t s , co t ton and dacron d r e s s e s , s t r e t c h s o c k s , underwear , co t ton 
and wool s w e a t e r s , dacron p i l e - l i n e d j a c k e t s , c aps , s l i p s , e t c . 



Table 8.1 Number of Vendors by Type of 
Product in F i ve Rural F a i r s 

Fai r 

Acha- Des agua- Huata- Lawa-
Product ca c h i Ba t a l 1 as dero j a t a chaca 

A t h l e t i c equipment 1 
Cloth 11 10 5 1 9 
C lo th , y a r n , dyes , 

1 th read 1 1 1 2 
CIothes 66 60 121 2 78 
Clothes & misc. goods 3 7 2 1 4 
Clothes & shoes 2 3 1 4 
Clothes & sundr ies 8 7 1 2 2 
CIothes , shoes , & 

sundr ies 3 6 - - 2 
Comic books - - 1 
Cosme t i cs 1 - -

Dyes only 4 8 - - 3 
Hardware only 1 2 1 5 3 
Hats 15 9 28 6 
I n s e c t i c i des 1 - -

J e w e l r y only 4 1 
K i tchen u t e n s i l s only 4 1 3 
Musica l instruments 1 
Pa ten t medi c i ne 1 1 1 
Phonograph records 2 - -

Radios only 1 8 - - 1 
Rubber sandals 5 6 7 
Seeds & i n s e c t i c i d e s - - - - 1 
Shoes & k i t chen 

utens i1s 1 
Shoes only 2 2 6 
Su i t c a ses 1 
Sundr i es a 8 6 10 2 17 
Sundr ies & b i c y c l e 

par ts 3 
Sundr ies & k i t chen 

u t e n s i l s 4 2 
Sundr ies & shoes 1 - -

Toys 1 
Tota l No. of S e l l e r s 134 129 210 1 1 154 

a Sundr i es inc lude such d i ve r se items as f l a s h l i g h t s , bat-
t e r i e s , pens, p e n c i l s , paper , r u l e r s , th read , need les , pad-
l o c k s , p i n s , razor b l ades , toothbrushes . 
SOURCE: MSU Counterf low Study (1967) . 

The remaining vendors s p e c i a l i z e d in e i t h e r one, two, or 
th ree d i f f e r e n t types of goods. The vendors of sundry items car-
r i e d f l a s h l i g h t s , b a t t e r i e s , s t a t i o n e r y m a t e r i a l , and many other 
"d imestore " a r t i c l e s . The vendors of c l o th so ld only one or two 
types of wool or cotton homespun and musl in . The hardware fo r 
s a l e cons i s ted of plow t i p s , f i l e s , hammers, n a i l s , t r o w e l s , e t c . 



Other assortments of items were made up of some combination of 
goods such as p l a s t i c and l e a t h e r shoes, dyes, r a d i o s , k i tchen 
u t e n s i l s , j e w e l r y , patent medic ine , e t c . Most of the assor tments , 
however, conta ined only one type of good; approximately one out 
of ten vendors c a r r i e d a mixed assortment. 

Source of Goods: Country of Or ig in 

The goods which are imported in to La Paz, and f i n a l l y f i nd 
t h e i r way i n to the ru r a l f a i r s , come from a l l over the wor ld . 
There are l o c k s , saws, pocket m i r r o r s , watches , enameled cups, 
and knives from Germany. Japan supp l i es b i c y c l e p a r t s , d i shes , 
cameras and r ad i o s . England i s a source of b i c y c l e par ts and 
razor b lades . Tools and k i t chen u t e n s i l s come from Czechos lovak ia . 
And from the Uni ted S t a t es there are c l o t h e s , b a t t e r i e s , and pen-
c i l s . (Tab le 8.2 g ives a d e t a i l e d d e s c r i p t i o n of the country of 
o r i g i n of d i f f e r e n t types of p roducts ; Table 8.3 shows the percent-
age of products in each category of goods coming from d i f f e r e n t 
count r i es. ) 

B o l i v i a i s the source of most of the medicines (75%) , shoes 
(67% ) , hardware (43%) , j ewe l r y (42% ) , and c lo thes (76%) . Germany 
i s the source of one-fourth of the b i c y c l e parts and k i tchen uten-
s i l s and o n e - f i f t h of the hardware items being so ld . Japan accounts 
f o r 90% of the rad ios and 47% of the b i c y c l e pa r t s . Peru supp l ies 
25% of the shoes and 12% of the c l o the s . The ro le of the Uni ted 
S t a t e s seems to be cons iderab ly l ess than tha t of the three major 
fo re ign supp l i e r s (Germany, Japan and Pe ru ) . I t i s i n t e r e s t i n g to 
note tha t B o l i v i a i s the major source of c l o t h e s , medic ines , shoes, 
hardware and j e w e l r y , i n d i c a t i n g that import s u b s t i t u t i o n has begun 
to take p lace in the count ry . 

Source of Goods: Supp l i e r s of the Vendor in Rural F a i r s 

Each vendor i n t e r v i ewed was asked where he bought the goods 
he was s e l l i n g . Most items were bought in La Paz , wh i le a very 
few were bought in other l a rge towns near the f a i r s in which they 
were so ld . Those goods purchased by the vendor in La Paz were 
obta ined in one of f i v e types of o u t l e t s : r e t a i l e r , agency, f a c t o r y , 
impor te r , or the black market. The remaining goods were handmade 
by the vendor. 

A s u r p r i s i n g l y l a rge number of vendors sa id tha t they bought 
t h e i r goods from a r e t a i l o u t l e t , i . e . , an o u t l e t in which the 
general pub l i c may a l so buy. A l l of the j e w e l r y ; h a l f of the shoes, 
medicines and k i t chen u t e n s i l s ; and approximately one-th i rd of the 
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hardware, c l o t h , sund r i e s , and c lo thes were bought in r e t a i l out-
l e t s . 

Another source was manufac tu re r ' s agenc ies , o u t l e t s which 
buy i n i t i a l l y from the f a c t o r y and s e l l both to other r e t a i l out-
l e t s and to the general p u b l i c . Shoes (27%) and c l o th (41%) are 
the primary products purchased by the vendors in these o u t l e t s 
fo r r e sa l e in the ru ra l f a i r s . 

F a c to r i e s supp l i ed about two- f i f t h s of the medicines so ld 
by the vendors i n t e r v i e w e d , o n e - f i f t h of the k i t chen u t e n s i l s , 
and l ess than one-tenth of the c l o t h , c l o t h e s , and shoes. Import-
ers supp l i ed more than th ree- four ths of the r a d i o s , b e t t e r than 
h a l f of the b i c y c l e p a r t s , and a sma l l e r p ropor t ion of sundr ies 
and k i t chen u t e n s i l s . These purchases were in the retcr i l o u t l e t 
of the importer . The black market was a source of a small pro-
por t ion of most of the goods being so ld by the vendors , but not 
a major source fo r any one type of product . 

The l a rge number of goods of a l l types being bought by the 
vendors in r e t a i l o u t l e t s i n d i c a t e s tha t they are paying more than 
they would i f purchases were made at an e a r l i e r po int in the mar-
ket ing channel . For example, only 4% of the vendors i n t e r v i ewed 
bought shoes from the f a c t o r y which manufactures them, wh i l e a 
m a j o r i t y bought from a r e t a i l o u t l e t which buys from the f a c t o r y 
and adds i t s handl ing costs to the p r i c e paid by the vendor. 

I t i s p o s s i b l e , however, tha t the reason so many vendors buy 
a t r e t a i l o u t l e t s i s because they do not buy in s u f f i c i e n t quant i-
ty to take advantage of who l e sa l e r s ' and manufacturers ' d i scounts . 
I f t h i s i s the case , the small q u a n t i t i e s in which they buy should 
be r e f l e c t e d in the s i ze of t h e i r i n v e n t o r i e s . 

Vendor I n ven to r i e s 

As seen in Table 8 .5 , the average va lue of i n v e n t o r i e s are 
small by U .S . s tandards , but vary cons iderab ly w i t h i n each f a i r 
and across the f i v e f a i r s . The h ighest average va lue of invento-
ries--$316--was found in Desaguadero. The e leven vendors i n t e r -
viewed in t h i s f a i r reported inventory va lues ranging from $9 to 
$1,254. I t should be noted, however, tha t the Desaguadero f a i r 
i s not a t y p i c a l ru ra l f a i r s ince i t i s an exchange po in t fo r 
goods c ross ing the B o l i v i a n - P e r u v i a n border. Many of the custom-
ers come from La Paz and are not the ru ra l people who o r d i n a r i l y 
f requent the country f a i r s . For t h i s reason, the goods c a r r i e d by 
the vendors o f ten r e f l e c t the urban d w e l l e r ' s buying power and not 
tha t of the ru r a l popu la t ion . For example, the vendor wi th $1,254 

167 
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worth of merchandise c a r r i e d t y p e w r i t e r s , tape r e co rde r s , short-
wave radios s e l l i n g fo r over $40, and phonographs, a l l of which 
are i n f r e q u e n t l y or never bought by the t y p i c a l r u r a l r e s i d e n t . 

In the more t y p i c a l f a i r s the average inventory va lues were 
not as l a r g e . They ranged from $134 in B a t a l l a s to only $43 in 
H u a t a j a t a . The sma l l e s t i nven to ry found was tha t of a vendor in 
Hua ta j a ta who had only $3 worth of hardware a t s e l l i n g p r i c e ; the 
l a r g e s t was t ha t of a vendor in B a t a l l a s who had 13 radios worth 
a t o t a l of $451 a t s e l l i n g p r i c e . 

The va lues of i n d i v i d u a l vendor i n v e n t o r i e s may not appear 
l a r g e . However, in the aggregate , they amount to a cons iderab le 
va lue of goods in the ru r a l f a i r s . The average va lues of inven-
t o r i e s in each f a i r were m u l t i p l i e d by the t o t a l number of vendors 
i n each f a i r (based on the vendor count p r e v i ous l y d iscussed) to 
g ive an approximation of the va lue of i n v e n t o r i e s at s e l l i n g p r i -
ces fo r a l l vendors in each f a i r . The r e s u l t s shown in Table 8.5 
i n d i c a t e tha t there i s a s i z a b l e va lue of goods in the ru ra l f a i r s . 
The l a r g e s t f a i r was Desaguadero wi th an es t imated $66,000 worth 
of goods, wh i l e Lawachaca had about $20,000, B a t a l l a s about $17,000, 
Achacachi about $9,000 and Hua ta j a ta l e s s than $500 worth of goods. 

I t can be concluded, then, tha t the ru ra l f a i r s are composed 
of many vendors wi th r e l a t i v e l y small i n v e n t o r i e s , but a l a rge 
va lue of goods when taken c o l l e c t i v e l y . 

Margins on Goods 

The buying and s e l l i n g p r i c e s of a l l goods i n v e n t o r i e s were 
used to c a l c u l a t e weighted gross margins fo r each of the 54 vendors 
i n t e r v i ewed . The average weighted gross margins fo r the vendors 
in each f a i r are presented in Table 8 .6 , as we l l as the range of 
weighted gross margins on which they are based. 

With the except ion of H u a t a j a t a , the weighted gross margins 
in a l l f a i r s average about 20% and range anywhere from as low as 
3% to as high as 56% fo r s p e c i f i c product c a t e g o r i e s . The c o s t , 
then, to the consumer to have the goods brought out to him in the 
ru ra l areas v a r i e s g r e a t l y , but on the average w i l l be about $20 
per $100. I t may be cheaper to be at the f a i r , however, i f the 
buying cost of the vendor i s l e s s than what i t would cost the ru ra l 
consumer to buy the same goods in a r e t a i l o u t l e t . Bu t , as mention-
ed e a r l i e r , i t appears tha t many of the vendors are themselves buy-
ing from r e t a i l o u t l e t s and the r e fo r e $20 per $100 may very we l l 
be an accura te "convenience" cost fo r goods coming to the ru ra l 
areas . 



Table 3.6 Average Weighted Gross Margins on 
Handmade Goods So ld in F ive Rural 

Non -
Fai rs 

Fai r 
Average Weighted 

Gross Margin9 

Range of Product Category 
Weighted Gross Margins 

in Each F a i r 

Achacachi 
N = 18b 

19% 3% - 49% 

Ba t a l 1 as 
N = 13 

19% 7% - 31% 

Desaguadero 
N = 7 

20% 10% - 37% 

Huata ja ta 
N = 4 

36% 12% - 56% 

Lawach aca 
N = 11 

20% 5% - 51% 

Gross margins on each product were weighted by the inven-
tory value of that product . Thus, the importance of the 
product was taken in to account when determining an average 
gross margin f i gu r e fo r each f a i r . 

= number of vendors i n t e r v i ewed at each f a i r fo r whom 
gross margin data was a v a i l a b l e . 
SOURCE: MSU Counterf low Study (1967) . 

How much t h i s convenience cost v a r i e s from product c l a ss to 
product c l ass can be seen in Table 8.7. This t ab l e presents the 
average gross margins for d i f f e r e n t c l asses of goods so ld in the 
ru ra l f a i r s . I t i s apparent from the in format ion presented tha t 
low-value items such as j e w e l r y , medicines and sundr ies are so ld 
at the g r ea t e s t p r o f i t to the vendor, wh i l e h igh-va lue items such 
as rad ios br ing very l i t t l e p r o f i t and other c l a sses of goods a l l 
are so ld at about a 20% margin. S ince p o t e n t i a l purchasers have 
the opt ion of e i t h e r buying at the f a i r or in La Paz , i t i s l i k e l y 
tha t vendors are cons t ra ined to keep t h e i r gross p r o f i t on an item 
low enough to discourage t r a v e l i n to La Paz. Whether an average 
gross margin of 20% i s perce i ved by the ru ra l consumer as too high 
a p r i c e fo r the convenience of having goods in the country f a i r s 
i s one of the quest ions we w i l l be cons ider ing in the sec t i on on 
consumption behav ior . 

S e l l e r s of Goods 

The assortment of goods so ld by i n d i v i d u a l vendors tends to 
be r e l a t i v e l y c o n s i s t e n t . Clothes dea le rs s e l l mainly c lo thes and 
do not mix product to any g rea t ex ten t . Vendors of hardware s e l l 



only hardware. O c c a s i o n a l l y , however, there are vendors who mix 
assortment , s e l l i n g some c l o t h e s , some shoes, some sund r i e s , and 
a few k i t chen u t e n s i l s . However, other than these few excep t ions , 
most of the vendors are s p e c i a l i z e d . 

Table 8.7 Average Gross Margi ns f o r D i f f e r e n t Classes 
of Goods So ld in F i ve Rural F a i r s 

Class of Goods Average Gross Margi n Range 

B i c y c l e par ts 18% 2% - 67% 
Cloth 14% 1% - 29% 
CIothes 18% 2% - 86% 
Hardware 24% 2% - 75% 
J ewe l r y 47% 10% - 72% 
K i tchen u t e n s i l s 23% 3% - 34% 
Mach i nes 31% 6% - 77% 
Radi os 8% 1% - 20% 
Shoes 25% 3% - 68% 
Sunèr i es 28% 1% - 80% 

SOURCE: MSU Counterf low Study (1967) . 

Vendors tend to v i s i t the same f a i r s wi th r e g u l a r i t y . When 
asked how many times during the l a s t month they had so ld in the 
f a i r s in which they were being i n t e r v i e w e d , over t h r e e - f i f t h s s a id 
four t imes. ( A l l f a i r s are held only one day of the week. ) Fur-
thermore, most of these vendors had been s e l l i n g in these l o c a t i o n s 
fo r an average of three years each. Of i n t e r e s t , however, i s the 
f a c t t ha t vendors of b i c y c l e p a r t s , manufactured hardware, rad ios 
and k i t chen u t e n s i l s have been s e l l i n g fo r a r e l a t i v e l y fewer num-
ber of years than the other vendors. This suggests tha t these 
goods have only r e c e n t l y become a standard item of s a l e . 

The average number of f a i r s v i s i t e d per week by a l l vendors 
i n t e r v i ewed was a l i t t l e more than two, w i th some s e l l e r s v i s i t i n g 
as many as f i v e and s i x . Fo r t y- th ree percent of vendors , however, 
v i s i t only one f a i r r e g u l a r l y , although more v i s i t s per week are 
p o s s i b l e . About two-th i rds of the vendors i n t e r v i ewed l i v e d in La 
Paz or a nearby community. From La Paz to the f u r t h e s t f a i r in 
which i n t e r v i e w s were conducted (Lawachaca) was only a three-hour 
t r i p by truck and i t was, t h e r e f o r e , e n t i r e l y poss ib l e fo r these 
s e l l e r s to v i s i t a l l f i v e f a i r s during the week and re turn home 
each evening. 

In summary, the A l t i p l a n o f a i r s can be c h a r a c t e r i z e d as hav-
ing a r e l a t i v e l y wide range of a r t i c l e s f o r s a l e , the m a j o r i t y of 



which are c l o t h i n g . Margins on these goods are lower than might 
be expec ted , but t h i s advantage i s o f f s e t by the f a c t t h a t most 
of the goods are purchased a t r e t a i l o u t l e t s i n La Paz. Conse-
q u e n t l y , p r i c e s are h i g h e r than they would be had they been pur-
chased a t w h o l e s a l e . Another f a c t o r which c o n t r i b u t e s to the 
h i ghe r p r i c e s i s the l a r g e number of vendors w i th smal l i n ven to-
r i e s whose p r o f i t depends on v i s i t s to on ly one or two f a i r s a 
week. I t i t were p o s s i b l e to i n c r e a s e the s i z e of i n v e n t o r i e s 
and the breadth of a s so r tmen t , a t the same t ime reduc ing the num-
ber of s e l l e r s i n the f a i r , p r i c e s cou ld doubt l ess be reduced. 

The Media Env i ronment of the A l t i p l a n o 

Radio i s the most w i d e l y a v a i l a b l e mass medium in the A l t i -
p l ano . Al though t h e r e are 15 s t a t i o n s b r o a d c a s t i n g from La Paz , 
on ly two of these are w i d e l y heard by the campesinos i n the A l t i -
p l ano . Because of t h e i r l i m i t e d k i l o w a t t p o t e n t i a l , the o t h e r 13 
s t a t i o n s can be heard on l y by those w i t h more power fu l r e c e i v e r s . 
Of the two s t a t i o n s a v a i l a b l e , one i s commerc i a l l y o p e r a t e d , the 
o t h e r r e l i g i o u s . 

Radio Mendez, the commercial s t a t i o n , i s by f a r the more 
popu la r of the two. Having 10,000 wa t t s of power, i t b roadcas t s 
f o r 20 hours a day to most a reas w i t h i n a 100-mile r ad ius of La 
Paz. During a g i ven weekday, approx imate l y 15 of the t o t a l 20 
hours of b r o a d c a s t i n g time are devoted to p o p u l a r , c l a s s i c a l , and 
f o l k mus ic . The remain ing f i v e hours are about e q u a l l y d i v i d e d 
between programs of an i n f o r m a t i o n a l or e d u c a t i o n a l n a t u r e , news, 
drama, o the r non-musical e n t e r t a i n m e n t of v a r i o u s k i n d s , and r e l i -
g ious p r e s e n t a t i o n s . For the Aymará-speaking popu l a t i on of the 
r u r a l a r e a s , the re are on ly t h r ee hours of programming dur ing the 
e a r l y morning hours . 

During a persona l i n t e r v i e w , one of the two owners of the 
s t a t i o n commented on the r u r a l aud ience of Radio Mendez: 

"The I n d i a n i s a p p a r e n t l y becoming an impor tan t 
consumer of t r a n s i s t o r r a d i o s . A l though i t i s d i f f i -
c u l t to f i n d out e x a c t l y how many t r a n s i s t o r r ad ios 
t he re are i n the A l t i p l a n o , I would guess a t l e a s t 
t h i r t y to f o r t y thousand. 

" . . . L i k e o t h e r s t a t i o n s i n La Paz , we o r i g i n a l -
l y began b r o a d c a s t i n g on l y i n Span i sh . However, my 
a s s o c i a t e came up w i t h the idea of doing programs in 
Aymará e a r l y in the morning. Th is i s a t ime when the 
c i t y people would o r d i n a r i l y be as l eep and ve ry few 
would be l i s t e n i n g . . . The Aymará program u s u a l l y con-
s i s t s of f o l k music . . . We go out to the I nd i an v i l l a g e s 



and tape r e co rd much of t h e i r mus ic . The I n d i a n s 
were very happy to hear programs i n t h e i r l anguage . 

" . . . The I nd i ans are our bes t cus tomers . They 
come to Mendez to p l a c e announcements f o r f a i r s , to 
d e d i c a t e mus i c , to announce b i r t h d a y s , e t c . . . . and 
they pay i n advance f o r these spot announcements. 
The I nd i an i s no c r e d i t r i s k . . . In g e n e r a l , we o f t e n 
have problems s e l l i n g a d v e r t i s i n g t ime , but w i t h the 
I nd i an programs we can u s u a l l y count on a f u l l sched-
u le of pa id- in-advance a d v e r t i s i n g to c a r r y the pro-
grams. Th is amounts to about $45 per d a y . " 

About those a d v e r t i s e r s d i r e c t i n g t h e i r messages to the r u r a l 
marke t : 

" . . . Smal l shopkeepers a l s o a d v e r t i s e i tems usu-
a l l y bought by the I n d i a n s . We too s e l l i tems to the 
I n d i a n . We s e l l r eco rds of I nd i an mus i c , f e r t i l i z e r , 
e t c . f o r the A l t i p l a n o f a rme r s . These products we 
a d v e r t i s e on our s t a t i o n , and many of the I nd i ans men-
t i o n hav ing heard the adve r t i s emen t when they come to 
buy the p r o d u c t . " 

Mendez a l s o p r i n t s a monthly newspaper d i r e c t e d s p e c i f i c a l l y 
a t the A l t i p l a n o I n d i a n : 

" . . . We a d v e r t i s e the newspaper on our r ad io s t a-
t i o n . The paper c a r r i e s a number of d i f f e r e n t i tems 
which might be of i n t e r e s t to the I nd i an . . . t h e r e are 
l e ssons in l i t e r a c y , i n f o r m a t i o n on the use of f e r t i -
l i z e r s and o t h e r farm equipment , h e a l t h t i p s , and even 
a s p e c i a l comic s t r i p about an adventuresome campesino 
named Pancho Negro. We a l so p u b l i s h p i c t u r e s and 
s t o r i e s honor ing s u c c e s s f u l people in d i f f e r e n t com-
m u n i t i e s . . . I nd i ans u s u a l l y buy the paper in q u a n t i t y 
(50 to 100) and then they are r e s o l d or d i s t r i b u t e d 
w i t h i n each community. Our t o t a l c i r c u l a t i o n i s about 
20,000 cop ies per i s sue . . . So , we are g e t t i n g i n t o a 
comp le te l y new f i e l d . We d o n ' t say t h i s i s the bes t 
newspaper , but we doubt i f anyone e l s e s e l l s near t h i s 
many c o p i e s . " 

Wi th r e s p e c t to t h e i r r ad i o and newspaper p o l i c y : 

" . . . We have no s t a t i o n p o l i c y r ega rd ing the 
government, but we g e n e r a l l y t r y to keep th i ngs calm 
dur ing tense s i t u a t i o n s , e . g . , dur ing the tu rmo i l w i t h 
the miners we were c a r e f u l to p r e sen t on ly q u i e t i n g 
news . . . we a lways t r y to q u i e t t h ings . . . o c c a s i o n a l -
l y we d i s cus s the a s t r o n a u t s in a s imple way . " 

The o the r s t a t i o n which b roadcas t s to I nd i an a r e a s , San 
G a b r i e l , i s owned and ope ra ted by the l o c a l F r a n c i s c a n Order . I t 
b roadcas t s 16 hours a day w i t h one k i l o w a t t power and has a 
r a d i u s of approx imate l y 150 m i l e s . Of the t o t a l b roadcas t t i m e , 
on ly about seven hours a re devoted to mus ic . The remain ing n ine 
hours a re d i v i d e d approx imate l y as f o l l o w s : 



General News: 1 hour, 50 minutes 
Farm/Technical I n fo rmat ion : 1 hour, 40 minutes 
L i t e r a c y T r a i n i n g : 3 hours , 30 minutes 
Re l i g ious T r a i n i n g : 15 minutes 
Misce l l aneous programs of c u l t u r e and 

in fo rmat ion : 1 hour, 45 minutes 

The program context i s much more o r i en t ed to the needs of 
the ru ra l Ind ian than i s the program content of Mendez. Further-
more, more than 60% of the broadcasts are in Aymará. 

Father P russ , D i r e c to r of San G a b r i e l , f e e l s tha t the Ind ian 
has made grea t progress w i t h i n the l a s t decade, and hopes tha t San 
Gabr ie l i s p a r t i a l l y respons ib le fo r tha t progress . He r e a l i z e s 
tha t wi th more music and enter ta inment programs h is s t a t i o n might 
capture a l a r g e r audience than i t now has, but he i s convinced 
tha t those who do l i s t e n represent a more p rogress i ve segment of 
the Ind ian popu la t ion . When asked why he does not s o l i c i t more 
a d v e r t i s i n g to support San G a b r i e l ' s programming, he responded by 
say ing tha t he has no b ias aga ins t commerc ia l iz ing the s t a t i o n , 
but f inds i t d i f f i c u l t to convince a d v e r t i s e r s tha t he i s reach-
ing a s i g n i f i c a n t por t ion of ru ra l popu la t ion . At p resen t , l e s s 
than 15% of San G a b r i e l ' s programming i s supported by a d v e r t i s i n g 
from the commercial sec to r and, un l i ke Radio Mendez, the Ind ians 
do not e x t e n s i v e l y use t h i s s t a t i o n fo r t h e i r personal announce-
ments. 

The a v a i l a b i l i t y of mass media o ther than radio i s l i m i t e d 
on the A l t i p l a n o . There i s no t e l e v i s i o n in B o l i v i a , movies (w i th 
the so le except ion of t r a i n i n g f i l m s ) are not shown in small ru ra l 
v i l l a g e s , and magazines are r a r e l y found outs ide the c i t y . There 
i s one newspaper p r i n t ed by Radio Mendez (mentioned e a r l i e r ) which 
has r a the r widespread c i r c u l a t i o n , but most of the d a i l i e s publ ish-
ed in La Paz are not d i s t r i b u t e d in the coun t r ys ide . Books are 
not w ide ly a v a i l a b l e , a l though some c h i l d r e n ' s books are so ld in 
one or two of the l a r g e r r u r a l f a i r s . 

A Comparison of Two Rural V i l l a g e s 

The V i l l a g e s S tud ied 

Two v i l l a g e s on the A l t i p l a n o were chosen fo r s tudy , w i th 
the fo l l ow ing two gu ide l i nes used in s e l e c t i n g the v i l l a g e s : 

1. Both v i l l a g e s should have Peace Corps Volunteers 
and a Community Development V i l l a g e Worker l i v i n g 
in the community to help e s t a b l i s h i n t e r v i e w e r 
rapport w i th the respondents in these v i l l a g e s . 



2. The two v i l l a g e s shou ld d i f f e r w i t h r e s p e c t to 
t h e i r i s o l a t i o n from both the urban c e n t e r of 
La Paz and the r u r a l market system which surrounds 
i t . Access to the main routes of t r a n s p o r t a t i o n 
was the i n i t i a l c r i t e r i o n used to ensure t h i s 
d i f f e r e n c e . A count of the number of people in 
each v i l l a g e hav ing gone to La Paz dur ing the pre-
v ious week was made in o rde r to s u b s t a n t i a t e t h i s 
di f f e r e n c e . 

Both of the v i l l a g e s s e l e c t e d are s i t u a t e d in the f e r t i l e 
and prosperous area su r round ing Lake T i t i c a c a and t h e r e f o r e can-
not be taken as t r u l y r e p r e s e n t a t i v e of the e n t i r e A l t i p l a n o 
r e g i o n . San Pab lo de T iqu ina was the n o n - i s o l a t e d v i l l a g e chosen 
and S i r i p a c a the i s o l a t e d v i l l a g e . 

San Pablo has a popu l a t i on of approx imate l y 600 pe rsons . 
I t i s l o c a t e d on Lake T i t i c a c a a t the S t r a i t s of T i q u i n a , 30 
mi l es ( o r 2 hours by c a r ) from La Paz . C a r s , t r u c k s and buses 
t r a v e l i n g from La Paz to the t o u r i s t - r e l i g i o u s c i t y of Copacabana 
must stop a t San Pab lo and be f e r r i e d by s a i l b o a t s to the road 
on the o the r s i d e of the S t r a i t s . Many of the people l i v i n g i n 
San Pab lo own or ope ra te f e r r i e s . Recent i n c r e a s e s i n t o u r i s t 
t r a f f i c ac ross the S t r a i t s have reduced the genera l importance 
of a g r i c u l t u r e as a means of s u b s i s t e n c e f o r many v i l l a g e r s . 

I n c r e a s e d t r a f f i c through San Pab lo has a l s o meant i n c r e a s -
ed c o n t a c t s w i t h the o u t s i d e w o r l d . The people who t r a v e l through 
the v i l l a g e are g e n e r a l l y the urban e l i t e . They b r i ng cameras 
and r a d i o s , wear wes te rn c l o t h e s , and a r r i v e by bus or p r i v a t e 
c a r . These t r a v e l e r s r e p r e s e n t an urban way of l i f e t h a t the 
people of San Pablo have on ly r e c e n t l y d i s c o v e r e d . T r a ve l by 
v i l l a g e r s themse lves has a l s o had an impor tan t impac t . Some work 
i n the nearby mines , l e a v i n g t h e i r f a m i l i e s and farms f o r extend-
ed p e r i o d s . Many v i s i t the r u r a l f a i r s to buy goods, w h i l e o the rs 
t r a v e l to La Paz to s e l l a g r i c u l t u r a l products or to buy th ings 
in i t s many s t o r e s . 

San Pab lo has never been under the a u t h o r i t y of an hacienda. 

The v i l l a g e r s have been f r e e to work t h e i r own l a n d s , and many 
have done so. Or , they have l e f t a g r i c u l t u r e f o r o t h e r o c c u p a t i o n s , 
p r i n c i p a l l y mining or f e r r y o p e r a t i o n s . This freedom of m o b i l i t y , 
in t u r n , i s accompanied by an independence of s p i r i t which makes 
j o i n t community a c t i o n d i f f i c u l t . The two Peace Corps Vo lun tee r s 
work ing i n the v i l l a g e found the v i l l a g e r s u n w i l l i n g to engage in 
community p r o j e c t s . Attempts to muster a community e f f o r t d i r e c t -
ed a t the growing number of t o u r i s t s pass ing through the v i l l a g e 
each y e a r were found to be n e a r l y h o p e l e s s . Purchase of a f i b e r -



g l a s s f e r r y w i th two outboard motors was proposed, but the boat-
2 

ers would not pool t h e i r r e sou rces to make the purchase . I n t e r -
a c t i o n s w i t h i n and o u t s i d e of the v i l l a g e are c h a r a c t e r i z e d by 
s e l f - i n t e r e s t and c o m p e t i t i o n . " W h a t ' s in i t f o r me?" i s a common 
ph rase . The owners and o p e r a t o r s of f e r r i e s work t o g e t h e r to 
keep o u t s i d e r s , as w e l l as one a n o t h e r , from t ak ing over a l l the 
b u s i n e s s . Those whose l i v e l i h o o d i s t o t a l l y dependent on a g r i -
c u l t u r e are u s u a l l y the poores t and they look on the o the r s in 
the community as d i s r u p t i n g t h e i r t r a d i t i o n a l way of l i f e . The 
community i s l a r g e l y d i s u n i f i e d and composed of f a c t i o n s . 

S i r i p a c a has a popu l a t i on of about 200 persons and i s l o c a t -
ed on Lake T i t i c a c a about f i v e m i l e s from Copacabana. In c o n t r a s t 
to San P a b l o , the v i l l a g e i s o f f the main road and r e l a t i v e l y i so-
l a t e d from o t h e r v i l l a g e s in the a r e a . A peasant going to S i r i p a c a 
from Copacabana must take one of the two t rucks which s e r v i c e the 
v i l l a g e each week and r i d e i t to a c ro s s road about a m i l e and a 
h a l f from the v i l l a g e . From the re he must e i t h e r go on f oo t o r , 
i f he i s p rospe rous , r i d e h i s b i c y c l e a long a s teep and bad ly re-
p a i r e d d i r t road which t w i s t s i t s way down the mounta ins ide to the 
v i l l a g e on the l akesho re below. 

The v i l l a g e i s l o c a t e d on a s t r e t c h of f e r t i l e l and which 
u n t i l 1953 was p a r t of an hacienda. A f t e r many y e a r s of work ing 
under the a u t h o r i t y of a benevo len t l andowner , the people are 
accustomed to t ak ing orders and working t o g e t h e r toward a common 
g o a l . The two Peace Corps Vo lun tee r s i n the community are t r e a t e d 
w i t h g r e a t r e s p e c t and f i n d i t ex t reme ly easy to m o b i l i z e the v i l -
l a g e r s f o r community e f f o r t s . In c o n t r a s t w i th San P a b l o , coopera-
t i v e movements are accepted and undertaken r e a d i l y , w i th l i t t l e 
q u e s t i o n i n g . V i l l a g e meet ings are a t t ended by a lmost a l l members 
of the v i l l a g e , and new ideas a re sometimes a lmost p a s s i v e l y 
a ccep ted . I t must be emphasized, however , t h a t t h i s community 
c o o p e r a t i v e n e s s appears to be more a remnant of the s u b s e r v i e n t 

2 
The r e s u l t of t h i s l a ck of community s p i r i t was t h a t two 

e n t e r p r i s i n g young men in the v i l l a g e purchased the new f e r r y and 
s e t up compet i t i on w i th the boa t ing s y n d i c a t e . Charges of u n f a i r 
compe t i t i on were v o i c e d , the Peace Corps V o l u n t e e r ' s house was 
s toned because he o r i g i n a l l y suggested the i d e a , and f i n a l l y the 
f e r r y was a l l owed to work the S t r a i t s on ly under an agreement re-
q u i r i n g t h a t the owners not b r ing i t i n t o d i r e c t compe t i t i on w i th 
the o t h e r boa t s . This meant t h a t the new f e r r y cou ld be used 
on ly in a system of " t u r n s , " and was not a l l owed to c a r r y more 
than one car or t ruck a t a t ime . They d i d , however , a l l ow the 
f e r r y to be run dur ing rough wa te r or w ind l e s s hours when the 
s a i l -powe red boats cou ld not be used. 



r o l e t h a t the v i l l a g e r s he ld under the hacienda system than a pos i-
t i v e " s p i r i t " genera ted from w i t h i n the v i l l a g e . Desp i t e t h e i r 
apparent l a ck of i n n e r d r i v e , the v i l l a g e r s have made s i g n i f i c a n t 
communi ty e f f o r t s . 

For example, a t the t ime of the p r e sen t s t u d y , the v i l l a g e r s 
were in the process of c o n s t r u c t i n g a new s c h o o l . The e n t i r e pro-
j e c t was to be completed w i t h community v o l u n t e e r l a b o r , w i t h each 
f a m i l y devo t ing equal t ime and e f f o r t . H a l f of the funds r e q u i r e d 
to purchase the m a t e r i a l s came from a community development program 
sponsored by USAID, w h i l e the o the r h a l f were r a i s e d w i t h i n the 
community i t s e l f . When comple ted , the school was to be d e d i c a t e d 
by the p r e s i d e n t of B o l i v i a dur ing a s p e c i a l ceremony p lanned f o r 
t h a t purpose. 

The v i l l a g e r s have a l so t e s t e d chemica l f e r t i l i z e r s on com-
munity p l o t s , and a few i n d i v i d u a l s have been impressed w i th the 
r e s u l t s and done the same on t h e i r own l and . The community pur-
chased 75 ch i ckens and a house in which to r a i s e them was c o n s t r u c t -
ed. F i n a l l y , a consumer 's c o o p e r a t i v e s t o r e was in the p l ann ing 
s tage a t the t ime of the s t u d y , and was expected to be f u l l y func-
t i o n a l w i t h i n fou r or f i v e months. 

Pe r sona l C h a r a c t e r i s t i c s of V i l l a g e r s 

On the who le , the l e v e l of educa t i on of the respondents was 
low. T h r e e - f i f t h s of a l l respondents had no educa t i on a t a l l , 
w h i l e 16% had completed no more than two y e a r s . Only 5% had more 
than s i x y e a r s of s c h o o l i n g . There was l i t t l e d i f f e r e n c e in edu-
c a t i o n a l l e v e l between San Pab lo and S i r i p a c a . 

S i x t y - f i v e pe r cen t of a l l respondents were t o t a l l y unable 
to r ead . Only 18% had complete l i t e r a c y . San Pab lo respondents 
were more l i k e l y than were T iqu ina respondents to have some (bu t 
not f u l l ) r ead ing a b i l i t y . 

The a b i l i t y to speak Span ish i s , of cou r se , an impor tan t 
s k i l l i n o rder to f u n c t i o n in the wor ld beyond the p e a s a n t ' s v i l -
l a g e . H a l f of a l l the respondents spoke no S p a n i s h , w i t h only one 
i n ten hav ing f u l l command of the l anguage . There was a substan-
t i a l d i f f e r e n c e between the two v i l l a g e s w i t h regard to Span ish-
speak ing a b i l i t y . Over two- th i rd s of the respondents in S i r i p a c a 
spoke no S p a n i s h , as opposed to on ly t w o - f i f t h s of the San Pab lo 
respondents . San Pab lo respondents were t h r ee t imes as l i k e l y to 
have f u l l command of the language as S i r i p a c a respondents (12% vs 
4% ) . I t i s a p p a r e n t , t hen , t h a t San Pab lo r e sponden t s , be ing l e s s 
i s o l a t e d , have a h ighe r l e v e l of language s k i l l s . 



The exposure of respondents to new ideas and ways of l i f e 
was a lso measured by t h e i r degree of geographic m o b i l i t y . Each 
respondent was asked quest ions about where he had t r a v e l e d and 
l i v e d in the past . Each was a lso asked about m i l i t a r y s e r v i c e . 

Over two- f i f t h s of a l l respondents had l i v e d outs ide the 
prov ince they p resen t l y l i v e d i n , wh i l e 69% had t r a v e l e d outs ide 
the p rov ince . A f a r lower number had e i t h e r l i v e d (10%) or t r a-
ve led (20%) outs ide of the department of La Paz. Only 2% had 
l i v e d outs ide the count ry , w i th 4% having t r a v e l e d in a fo re ign 
country . S l i g h t l y l ess than o n e - f i f t h of a l l respondents had 
served s ix months or more in the m i l i t a r y . 

As can be seen in Table 8 .8 , there are s u b s t a n t i a l d i f f e r -
ences in geographic m o b i l i t y between the two v i l l a g e s s tud i ed . 
The San Pablo r es iden t s c l e a r l y e x h i b i t a g r ea t e r degree of ex-
posure to other ways of l i f e . 

Table 8.8 Geographic M o b i l i t y in Two Rural V i l l a g e s 

San Pablo S i r i p a c a 

L i ved outs ide of prov ince 69% 18% 
L i ved outs ide of department 13 7 
L i ved outs ide of B o l i v i a 4 0 
T rave led outs ide of prov ince 95% 43% 
Trave led outs ide of department 30 11 
Trave led outs ide of B o l i v i a 5 4 
More than 6 months m i l i t a r y s e r v i c e 30% 5% 

SOURCE: MSU Counterf low Study (1967) . 

I nnova t i v e P ropens i t y 

When concrete changes in technology have not y e t occurred 
in a p a r t i c u l a r c u l t u r a l s e t t i n g , any measure of innovat ions 
a c t u a l l y in use by c e r t a i n i n d i v i d u a l s w i l l be a poor index of 
fu tu re behav io r . A l l i n d i v i d u a l s w i l l be non-users of new tech-
nology and i t w i l l t he re fo re be imposs ib le to s i n g l e out wi th 
c e r t a i n t y the p o t e n t i a l i nnova to r s . 

In the two v i l l a g e s s t u d i e d , the use of new technology was 
e i t h e r low or non-ex is ten t . We have, t h e r e f o r e , r e ve r t ed to a 
measure of " p o t e n t i a l " i nnova t ion which i s more l i k e l y to de tec t 
d i f f e r e n c e s among the respondents than the more t r a d i t i o n a l mea-
sures of use. 



Two measures of i nnova t i v e p o t e n t i a l were used. One mea-
sured the extent of i n t e rpe r sona l communication, present and 
p lanned, about new techniques in farming; the other measured 
knowledge of these techn iques . 

Communication about innovat ions was low in both v i l l a g e s . 
One-fourth of the respondents had spoken wi th someone about agr i-
c u l t u r a l techniques during the l a s t three months. Even more 
important i s the f a c t tha t under the i n f l uence of an i n t e r v i ew 
sess ion only 36% sa id tha t they planned to t a l k w i th someone the 
f i r s t oppor tun i ty they had and only 28% had plans to change 
t h e i r methods of farming in the near f u t u r e . 

One might expect tha t those who expressed some i n t e r e s t in 
new a g r i c u l t u r a l techniques might have had some p r a c t i c a l knowl-
edge about them. However, when asked i f they knew about s p e c i f i c 
i n n o v a t i o n s , the percentage of uninformed respondents was h igher 
than the percentage who did not have an i n t e r e s t in t h i s a rea . 
Only 6% of the respondents had heard of any of the improved seeds 
being used on the A l t i p l a n o (compared wi th about 30% who had ex-
pressed i n t e r e s t in new t e c h n i q u e s ) , and the same percentage had 
a c t u a l l y used them. 

The average number of innova t ions known by a l l respondents 
was s l i g h t l y more than one. This suggests tha t those who i n i t i a l -
l y expressed i n t e r e s t in new techniques a c t u a l l y had only a super-
f i c i a l des i re to innovate and had not t r a n s l a t e d i t in to ac t i on 
or knowledge-seeking. 

Again , comparing San Pablo and S i r i p a c a , some i n t e r e s t i n g 
f i nd ings come to l i g h t (see Table 8 . 9 ) . Respondents in S i r i p a c a , 
the i s o l a t e d v i l l a g e , communicate more about a g r i c u l t u r e and have 
more knowledge of new techniques than the respondents in San 
Pab lo , the non- iso la ted v i l l a g e . In San Pab lo , however, there 
i s not as g rea t a d iscrepancy between communication and knowledge 
as in the i s o l a t e d v i l l a g e , which suggests t h a t , wh i l e i n t e r e s t 
in a g r i c u l t u r e i s h igh , change in the l e v e l of p r a c t i c a l knowledge 
does not n e c e s s a r i l y i nc rease at the same r a t e . 

S ince some of the respondents in San Pablo were i nvo l ved in 
boat ing as we l l as a g r i c u l t u r e , we asked these respondents a s e r i e s 
of quest ions about boat ing p r a c t i c e s . The responses were at sub-
s t a n t i a l l y the same l e v e l as fo r a g r i c u l t u r a l i nnova t i ons . 

Another measure of i nnova t i v e p o t e n t i a l i s found in respond-
en ts ' w i l l i n g n e s s to l ea rn about new business p r a c t i c e s . A l l res-
pondents were t he re fo re asked i f they had any i n t e r e s t in l e a rn ing 



Table 8.9 Communication 
Innovat ions in 

and Knowledge of Farm 
Two Rural V i l l a g e s 

S i r i p a c a San Pablo 

Communi c a t i o n : 
Spoke about a g r i c u l t u r e in 
the l a s t three months 43% 11% 
P lan to speak about a g r i c u l -
ture in the near fu tu re 61 13 
P lan to change method of 
farming in near fu tu re 35 13 
Knowledge: 
Know of s t e e l - t i p p e d plows 7% 6% 
Know of chemical f e r t i l i z e r s 11 46 
Know about improved seeds 11 3 
Know about a r t i f i c i a l insemi-
na t i on 0 5 
Know about animal shears 96 8 

SOURCE: MSU Counterf low Study (1967) . 

about new techniques r e l a t e d to t h e i r major occupat ion ( e i t h e r 
a g r i c u l t u r e or boa t i ng ) . The r e s u l t s are shown in Table 8.10. 

Table 8.10 W i l l i ngness to Attend Courses on Business 
P r a c t i c e s in Two Rural V i l l a g e s 

S i r i p a c a San Pablo 

Percentage of respondents: 
W i l l i n g to a t tend a course 
fo r f r ee 86% 44% 
W i l l i n g to a t tend a course 
w i th an attendance fee of 
$1.75 36 3 
W i l l i n g to a t tend a course 
w i th an attendance fee of 
$2.50 7 23 
W i l l i n g to at tend a course 
wi th an attendance fee of 
$3.33 7 13 

SOURCE: MSU Counterf low Study (1967) . 

S i r i p a c a r es iden t s appear to be more i n t e r e s t e d in a t tend ing 
courses than do San Pablo respondents. However, those respondents 
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i n San Pab lo who are i n i t i a l l y i n t e r e s t e d in l e a r n i n g more about 
new techno logy tend to be more w i l l i n g to pay f o r such a c o u r s e . 
I f t h i s s e r i e s of ques t i ons i s t r e a t e d as a t e s t , and a v a l u e of 
one i s ass igned f o r each l e v e l of w i l l i n g n e s s to p a r t i c i p a t e , the 
d i f f e r e n c e s in average sco res are somewhat more in f a v o r of the 
S i r i p a c a respondents ( 1 . 5 vs 1 . 1 ) . The g r e a t e r w i l l i n g n e s s to 
p a r t i c i p a t e a t h ighe r cos t s i n San Pab lo probab ly does not re-
f l e c t more i n t e r e s t in new t e c h n o l o g y , but a g r e a t e r a v a i l a b i l i t y 
of cash . I f we look a t incomes per month i n both v i l l a g e s , the 
d i f f e r e n c e i s unmis takab ly i n f a v o r of San P a b l o ; the average 
monthly income from wage work in San Pab lo i s $16.50, as opposed 
to $2.20 f o r S i r i p a c a respondents . T h i s , t hen , would suggest 
t h a t the w i l l i n g n e s s to p a r t i c i p a t e in the course may be under-
s t a t e d by the use of monetary cos t s r a t h e r than an e q u i v a l e n t 
non-currency c o s t , e . g . , a bushel of p o t a t o e s . 

Mass Media Exposure and Use 

Each respondent i n both v i l l a g e s was asked a s e r i e s of ques-
t i o n s to determine h i s exposure to the a v a i l a b l e mass media. Over 
two- th i r d s of the respondents i n both the i s o l a t e d and the non-
i s o l a t e d v i l l a g e s a i d t h a t they l i s t e n e d to the r a d i o . Of t h i s 
group, the m a j o r i t y l i s t e n from th ree to s i x hours per day. Th is 
l i s t e n i n g i s u s u a l l y done in the e a r l y morning hours ( o n e - t h i r d 
l i s t e n between the hours o f 5 and 8 a .m . ) and j u s t a f t e r d inne r 
u n t i l about 10 p.m. ( t w o - f i f t h s l i s t e n a t t h i s t i m e ) . Most of 
the respondents r epo r t ed t h a t they l i s t e n w i t h t h e i r f a m i l i e s 
( 6 9 % ) , w h i l e some l i s t e n e d a lone (21%) and o the r s w i t h both fami-
l y and f r i e n d s (10% ) . 

I t i s s i g n i f i c a n t t h a t the two most f r e q u e n t l y l i s t e n e d to 
r ad io s ta t ions--Mendez (59%) and San G a b r i e l ( 20% )--a re the two 
which d i r e c t more programs a t the Aymará than any o the r r a d i o 
s t a t i o n s . Th is demonstrates t h a t i f a consc ious a t tempt i s made 
to communicate w i th the campesino, he w i l l respond. 

Newspaper a d v e r t i s i n g as a medium i s not as e f f e c t i v e as 
r a d i o . Only o n e - f i f t h of a l l respondents r e p o r t e d l y read a t 
l e a s t one newspaper per week, and of t h i s group on ly 6% read more 
than one. None read more than t h r e e i s s u e s per week. The main 
reason f o r low r e a d e r s h i p of newspapers stems from the f a c t t h a t 
over h a l f of the respondents were comp le te l y i l l i t e r a t e . Of the 
r ema inde r , a lmost t h r e e - f o u r t h s had on ly p a r t i a l l i t e r a c y . News-
pape r s , t hen , are an e f f e c t i v e medium f o r b r i n g i n g the campesino 

i n t o the market f o r manufac tured goods. 



Tape r e c o r d i n g s of adve r t i s emen t s appear ing on r ad io dur ing 
the t ime of the study were used to t e s t each r e sponden t ' s exposure 
to a d v e r t i s i n g . R e c a l l of the adve r t i s emen t s was determined by 
ask ing the respondents i f they cou ld g i v e the brand name a f t e r 
hea r i ng adve r t i s emen t s from which the name had been " e r a s e d . " To 
measure r e c o g n i t i o n , respondents were asked i f they had eve r heard 
the adve r t i s emen t on r a d i o p rev ious to the i n t e r v i e w . A l s o , each 
respondent was asked i f he had eve r purchased the brand being ad-
v e r t i s e d . 

The pe rcen tage of respondents ab le to r e c a l l and to r e cogn ize 
v a r i o u s adve r t i s emen ts i s shown in Table 8.11 and Tab le 8 .12 , res-
p e c t i v e l y . As expec ted , r e c a l l was l e s s l i k e l y than r e c o g n i t i o n . 
R e c a l l ranged from a low of 6% f o r Grace f e r t i l i z e r to a high of 
88% f o r P a t r i a soap. S i r i p a c a r e s i d e n t s were more l i k e l y to r e c a l l 
adve r t i s emen t s than were San Pab lo respondents . Recogn i t i on ranged 
from a low of 46% f o r Grace f e r t i l i z e r to a high of 100% f o r P a t r i a 
soap. Aga in , S i r i p a c a r e s i d e n t s had a h igher r e c o g n i t i o n than San 
Pab lo respondents . The data suggest t h a t r u r a l r e s i d e n t s a re a t t e n -
t i v e to commercial messages and remember them. The f a i r l y high 

Tab le 8.11 Adve r t i s ement Recai 1 i n Two Rura l V i l l a g e s 

S i r i p a c a San Pab lo 

G i l e r a M o t o r c y c l e 8% 18% 
Grace F e r t i l i z e r 6 10 
Induvar Shoes 70 69 
Mendez F e r t i l i z e r 53 51 
Nivea Cream 35 18 
P a t r i a Soap 88 59 

Average 43% 32% 

SOURCE: MSU Counter f low Study (1967 ) . 

l e v e l s of r e c a l l and r e c o g n i t i o n probab ly r e f l e c t the use of Aymará 
in the t e s t e d a d v e r t i s e m e n t s , s i n c e on ly the Nivea cream a d v e r t i s e -
ment was in Span i sh . I t w i l l be r e c a l l e d t h a t the respondents 
s t u d i e d had a low l e v e l of Span i sh-speak ing a b i l i t y . A d v e r t i s e r s 
w i l l p robab ly get b e t t e r response by us ing the Aymará language f o r 
campaigns d i r e c t e d a t the campesino. 

When asked i f they eve r purchased any of the products mention-
ed in the t e s t , t h r e e - f i f t h s s a i d t h a t they had purchased a t l e a s t 
two of the i tems ment ioned. O n e - f i f t h s a i d t h a t they had purchased 
a t l e a s t t h r e e of them, and 6% purchased fou r or more. Data on 
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Table 8.12 Advert isement Recogni t ion in Two Rural V i l l a g e s 

S i r i p a c a San Pablo 

G i l e r a Motorcyc le 82% 72% 
Grace F e r t i l i z e r 88 46 
Induvar Shoes 94 95 
Mendez F e r t i l i z e r 94 90 
Nivea Cream 76 51 
P a t r i a Soap 100 9_7 

Average 98% 75% 

SOURCE: MSU Counterf low Study (1967) . 

purchasing of adve r t i s ed items i s g iven in Table 8.13. Although 
r e c a l l and r e cogn i t i on were h ighest in S i r i p a c a , purchasing was 
h ighest in San Pab lo . This doubt less r e f l e c t s the higher cash 
income l e v e l in San Pablo . The percentage of respondents purchas-
ing i s h ighest f o r those items on which r e c a l l and r e cogn i t i on i s 
high . 

Table 8.13 Purchasing of Adver t i sed 
Products in Two Rural V i l l a g e s 

S i r i p a c a San Pablo 

G i l e r a Motorcyc le 0% 0% 
Grace F e r t i l i z e r 0 8 
Induvar Shoes 82 95 
Mendez F e r t i l i z e r 12 38 
Nivea Cream 6 20 
P a t r i a Soap 94 92 

SOURCE: MSU Counterf low Study (1967) . 

Consumption Behav ior 

V i s i t s to Rural F a i r s - F i f t y - t w o percent of the respondents 
v i s i t only one of the f i v e f a i r s in the area (not the same f a i r s 
repor ted e a r l i e r ) on a r egu l a r ba s i s . Forty-seven percent pay 
r egu l a r v i s i t s to two of the f a i r s , and only 1% a t tend th ree . The 
two v i l l a g e s d i f f e r e d wi th respect to the number of f a i r s v i s i t e d . 
Only 30% of the respondents in S i r i p a c a v i s i t e d two f a i r s r e g u l a r l y 
and none v i s i t e d th ree . In San Pab lo , however, two-th i rds v i s i t e d 
two f a i r s r e g u l a r l y and 3% v i s i t e d three f a i r s . The a c c e s s a b i 1 i t y 
of concent ra t ions of goods, then , seems to be dependent on phys i ca l 
p rox im i t y . The d i f f e r e n c e between the two v i l l a g e s i s even more 
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pronounced i f one looks a t the number of v i s i t s to a l l markets in 
the month p reced ing the i n t e r v i e w . In San P a b l o , 94% of the 
respondents made four or more v i s i t s to f a i r s . In S i r i p a c a , on l y 
6% went four or more t imes to f a i r s i n the month p reced ing the 
i n t e r v i e w . In f a c t , the m a j o r i t y of the respondents in S i r i p a c a 
(71%) had made no more than two t r i p s to f a i r s . 

One e x p l a n a t i o n f o r the above d i f f e r e n c e s between the two 
v i l l a g e s i s the l a ck of t r a n s p o r t a t i o n to and from S i r i p a c a . 
Only two t rucks come i n t o the v i l l a g e each week, w h i l e s e v e r a l 
t r u cks pass through San Pab lo eve ry day. Th is d i f f e r e n c e i s re-
f l e c t e d i n the mode of t r a n s p o r t a t i o n which the respondents i n 
both v i l l a g e s s a i d they used to go to the d i f f e r e n t f a i r s . Only 
25% of the San Pab lo respondents s a i d t h a t they t r a v e l e d on f o o t , 
compared w i th 84% of the S i r i p a c a respondents . 

Ownership of Goods - Respondents were asked about ownership 
of 118 d i f f e r e n t i tems grouped i n t o f i v e c a t e g o r i e s : g e n e r a l , 
househo ld , c l o t h i n g , hardware and farm equipment , k i t c h e n u t e n s i l s , 
and luxury i t ems . The percen tage of f a m i l i e s owning v a r i o u s types 
of goods i s shown in Tab le 8 .14 . E s s e n t i a l s such as c l o t h i n g , cer-
t a i n farm equipment and cooking u t e n s i l s are owned by a lmost eve ry-
one. More expens i ve or l e s s e s s e n t i a l i tems such as f l a s h l i g h t s , 
phonographs, j e w e l r y , and toys are owned by few. I t i s worth not-
ing t h a t on ly 3% of the respondents had any f e r t i l i z e r and none had 
i n s e c t i c i d e s . F r e q u e n t l y owned i tems seem to have one of two 
c h a r a c t e r i s t i c s - - t h e y are e i t h e r h i g h l y p r o d u c t i v e , e . g . , farming 
equipment and t o o l s , or they are some kind of c l o t h i n g . 

C l o t h i n g , however , i s not j u s t a " n e c e s s i t y , " but seems to 
be the s o l e form of conspicuous consumption of the campesino. 

Th is f a c t was p a r t l y suggested by the number of c l o t h e s being so ld 
i n the f a i r s , but f u r t h e r support i s g i ven when we look a t the spe-
c i f i c q u a n t i t i e s owned by respondents . Average q u a n t i t i e s per 
f a m i l y of c e r t a i n s e l e c t e d a r t i c l e s were as f o l l o w s : one j a c k e t , 
t h r ee s w e a t e r s , t h r ee men's h a t s , t h r e e women's h a t s , four p a i r s 
of p a n t s , four s h i r t s , s i x d r e s s e s , two p a i r s of men's l e a t h e r 
shoes , one p a i r of men's p l a s t i c shoes , one p a i r of women's l e a t h e r 
shoes , and f i n a l l y , two p a i r s of women's p l a s t i c shoes . Many of 
the c l o t h e s purchases a r e , t h e r e f o r e , somewhat beyond the l e v e l of 
necess i t y . 

To f u r t h e r i l l u s t r a t e purchase p r e f e r e n c e s , Tab le 8.15 pre-
sents an i n v e n t o r y of goods owned by one of the w e a l t h i e s t and one 
of the poores t f a m i l i e s in our sample. Both f a m i l i e s were the same 
s i z e . The wea l thy f a m i l y has more c l o t h i n g . A major d i f f e r e n c e i n 
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purchase p a t t e r n s i s seen i n the hardware and p r o d u c t i v e i tems 
owned by the wea l thy f a m i l y compared to the poor f a m i l y . 

Tab le 8.14 Ownership of Goods i n Two Rura l V i l l a g e s 

More Than 76% Own: 
Beds (100%) 
Men's hats (100%) 
Women's hats (100%) 
Pants (100%) 
P i c k s (100%) 
B louses (97%) 
P1owt ips (97%) 
S h i r t s (97%) 
Sweaters (93%) 
Anafresa (90%) 
B e l t s (90%) 
L e a t h e r shoes f o r men (90%) 
S l i p s (90%) 
Empty cans (83%) 
Seeds (83%) 
Shove l s (83%) 
Thread (83%) 
Between 50 and 75% Own: 
S ledge hammer (73%) 
L e a t h e r shoes f o r women (70%) 
Rubber sanda l s (70%) 
Tab les (70%) 
Radios (67%) 
C h i s e l s (67%) 
Ponchos (63%) 
Sewing machines (63%) 
Hammers (60%) 
Rope (57%) 
S c a l e s (57%) 
Books (53%) 
J a c k e t s (53%) 
Shawls (53%) 
But tons (50%) 

Between 25 and 49% Own: 
W r i t i n g paper (43%) 
Axes (40%) 
P l a s t i c shoes f o r men (40%) 
P l a s t i c shoes f o r women (40%) 
Cape (37%) 
Funnels (30%) 
P l i e r s (30%) 
Watches (30%) 
B i c y c l e s (27%) 
P e n c i l s (27%) 
Shoe l aces (27%) 
T i e s (27%) 
T in r o o f i n g (27%) 
Less Than 24% Own: 
F l a s h l i g h t s (23%) 
Mus i ca l i ns t ruments (23%) 
Records (23%) 
B a t t e r i e s (20%) 
C locks (20%) 
D r i l l s (20%) 
O v e r a l l s (17%) 
Phonographs (17%) 
Plumb l i n e s (17%) 
S u i t c a s e s (13%) 
Toys (13%) 
C lo ths (10%) 
Kerosene lamps (10%) 
Keycha ins (10%) 
Trowels (10%) 
G lass (7%) 
J e w e l r y (7%) 
Coin purse (3%) 
F e r t i l i z e r s (3%) 

aAnafres are smal l kerosene s toves w i th one or two bu rne r s . 
SOURCE: MSU Counter f low Study (1967 ) . 

In g e n e r a l , the respondents i n San Pab lo own more goods and 
appear to have a h ighe r s t anda rd of l i v i n g . The respondents in 
S i r i p a c a , however , own more hardware and farm equipment. They 
seem to va lue those goods w i th " p r o d u c t i v e " p o t e n t i a l i n p r e f e r e n c e 
to the l e s s p r o d u c t i v e ( bu t not n e c e s s a r i l y l e s s expens i ve ) goods. 

In more than f o u r - f i f t h s of the c a s e s , the male head of the 
f a m i l y r e p o r t e d t h a t he made most of the purchases f o r the f a m i l y . 
The female head of the f a m i l y was most i n v o l v e d i n the purchase of 



Table 8.15 Household Inventory of a Wealthy and a Poor Family 

Wealthy Family 
5 J a cke t s 
8 S u i t c o a t s 
8 Sweaters 
6 B e l t s 
2 T ies 
1 P a i r men's p l a s t i c shoes 
3 P a i r s women's p l a s t i c shoes 
6 P a i r s l e a t h e r shoes 
6 P a i r s rubber sandals 

10 Men's hats 
5 Caps 
8 Shawls 

12 P a i r s of pants 
9 Sets of underwear 

12 S h i r t s 
5 P a i r s of socks 
3 Blouses 

15 Dresses 
1 Poncho 
1 Ax 
1 Ki1 o of wi re 
2 Lock hinges 
1 P a i r p l i e r s 
4 P ikes 
1 P a i l 
2 Locks 
6 P lowt ips 
2 Ch ise l s 
1 K i l o of n a i l s 
3 Sledge hammers 
1 Hammer 
2 Shovels 

15 Bo l t s 
3 P icks 

2 Pa intbrushes 
1 Plumb l i n e 
1 Sca l e 

15 Nuts 
7 Panes of g lass 
1 Bag of cement 
2 K i l os of stucco 
3 Sc rewdr i ve rs 
1 D r i l l 

Poor Family 
4 J a cke t s 
1 S u i t c o a t 
4 Sweaters 
3 B e l t s 
2 T ies 
2 P a i r s men's p l a s t i c shoes 
2 P a i r s women's p l a s t i c shoes 
1 P a i r l e a the r shoes 
6 P a i r s rubber sandals 
2 Men's hats 
3 Caps 
1 Shawl 
5 P a i r s of pants 
2 Sets of underwear 
5 S h i r t s 
2 P a i r s of socks 
3 Blouses 
5 Dresses 
1 Poncho 
1 Lock 
2 P lowt ips 
1 Sledge hammer 
1 P ick 
1 S c i s s o r s 

SOURCE: MSU Counterf low Study (1967) . 

c l o t h i n g . Even here , however, she made only t h r e e - f i f t h s of the 
purchases, usua l l y on c l o th i ng for h e r s e l f . Most of the reason 
fo r male purchasing dominance appears to be r e l a t e d to the p lace 

o 
of purchase. More than 90% of a l l non-food items were reported-
ly bought in La Paz. Appa ren t l y , p r i c e s are too high or product 

2 
I t should be noted tha t we are r epor t i ng here on purchasing 

a c t i v i t y on l y . Whi le the male head of the f ami l y i n d i c a t e d tha t 
he was a lso the major dec is ion-maker , there is some i n d i c a t i o n 
t h a t , as in many s o c i e t i e s , the female head of the fami l y a l so 
p lays a major ro l e in the decision-making process . Some people 
i n t i m a t e l y f a m i l i a r wi th r u r a l l i f e c la im tha t the female head of 
the fami l y mainta ins cont ro l of the "purse s t r i n g s , " even though 
the male does the ac tua l purchas ing. 



o f f e r i n g unsu i t ab l e in the f a i r s se rv ing S i r i p a c a and San Pab lo . 
I f p r i c es could be reduced by c u t t i n g margins , more purchases 
might be made in the f a i r s . 

Each respondent was a lso asked i f he planned to make any 
purchases of household i tems , c l o t h i n g , farm equipment, or c e r t a i n 
luxury items ( r a d i o s , b i c y c l e s , phonographs, e t c . ) during the 
coming month. A month l a t e r , each respondent was then asked i f 
he had a c t u a l l y purchased any of the items he had planned to buy 
during the prev ious month. 

F i f t y - t h r e e percent of the respondents quest ioned sa id tha t 
they had s p e c i f i c plans to make non-food purchases w i t h i n the next 
month. A l l were able to s p e c i f y what these purchase's would be. 
Two-thirds were planning to buy equipment or too l s fo r t h e i r farms, 
h a l f s a id they were going to buy new c l o t h e s , and t w o - f i f t h s a n t i -
c ipa ted buying something fo r t h e i r home. This h i e ra r chy of planned 
purchases appears to correspond c l o s e l y to the goods ownership pat-
te rn noted e a r l i e r . When asked whether they might turn to others 
f o r adv ice before purchasing these t h i n g s , 70% sa id tha t they would 
make the dec i s ion a lone ; the remainder sa id they would consu l t w i th 
someone e l s e before buying. 

Although 76%, 89%, and 74% of the respondents , r e s p e c t i v e l y , 
s a i d tha t they would make the dec i s ion alone fo r household, c lo th-
ing , personal and luxury i t ems , 58% sa id tha t they would consu l t 
another person before buying farm supp l i es and equipment. Apparent-
l y they f ee l tha t money spent on a c a p i t a l investment i s more than 
j u s t a matter of " t a s t e . " 

On the average , respondents in both v i l l a g e s planned to pur-
chase four items during the next month. E igh t y- th ree percent of 
purchases planned by S i r i p a c a respondents were a c t u a l l y made, as 
opposed to only 10% of planned purchases in San Pab lo . S i r i p a c a 
respondents are apparent ly b e t t e r able to plan fo r the f u t u r e , or 
are l e s s l i k e l y to be d i s t r a c t e d by competing goods. 

Summary 

In the years s ince the 1952 r e v o l u t i o n , a s u b s t a n t i a l number 
of f a i r s have come in to being on the A l t i p l a n o . These f a i r s , 
which operate on a scheduled b a s i s , serve as market areas for farm 
produce and as supply points f o r manufactured goods. 

3 
I t w i l l be r e c a l l e d tha t the f a i r s d iscussed e a r l i e r in t h i s 

chapter are not those se r v ing San Pablo and S i r i p a c a , although they 
are thought to be r e p r e s e n t a t i v e of f a i r s in the A l t i p l a n o . 



F a i r s are l i m i t e d i n t h e i r a b i l i t y to expand the market f o r 
consumption goods on the A l t i p l a n o . Al though the campesino has 
i n c r e a s e d h i s cash income c o n s i d e r a b l y in the y e a r s s i n c e the 
r e v o l u t i o n , market ing i n s t i t u t i o n s have not y e t a d j u s t e d to t h i s 
f a c t . Thus, no e f f o r t has been expended by w h o l e s a l e r s or r e t a i l -
ers in La Paz to reach the r u r a l marke t . I n s t e a d , t r a d e r s cover-
ing the r u r a l f a i r s purchase t h e i r i n v e n t o r y in La Paz , g e n e r a l l y 
a t r e t a i l o u t l e t s . Mark-ups rang ing from 1% to 86% and ave rag ing 
20% are a p p l i e d to what i s a l r e a d y a r e t a i l p r i c e . These mark-ups 
are g e n e r a l l y lower on h igh-cos t i t ems . The net r e s u l t i s t h a t 
purchas ing power i s s e v e r e l y r e s t r i c t e d i f the campesino buys ex-
c l u s i v e l y in the r u r a l f a i r s . 

Data from the communications and consumption study of two 
r u r a l v i l l a g e s suggest t h a t the campesino i s a v i a b l e consumer 
f o r c e r t a i n types of goods, p r i n c i p a l l y c l o t h i n g and p r o d u c t i v e 
equipment. However, even " l u x u r i e s " such as b i c y c l e s and sewing 
machines are i n use i n the A l t i p l a n o and a p p a r e n t l y in growing 
numbers. I n f o r m a t i o n on purchase l o c a t i o n shows t h a t most non-
food i tems are purchased i n La Paz , p robab ly r e f l e c t i n g the high-
er cos t of i tems o f f e r e d in the r u r a l f a i r s . 

The campesino's r e c e p t i v i t y to r a d i o and a d v e r t i s i n g i s 
f u r t h e r ev idence t h a t he i s i n v o l v e d i n the l a r g e r community 
around him. Respondents r e p o r t e d l i s t e n i n g to Radio Mendez and 
Radio San G a b r i e l , e s p e c i a l l y dur ing the hours when the broad-
cas t s were in Aymará. R e c a l l and r e c o g n i t i o n of adve r t i s emen t s 
were q u i t e h i g h , sugges t ing t h a t the campesino i s a r e c e p t i v e 
audi ence f o r commercial messages. The g e n e r a l l y low language 
s k i l l s i n Span ish i n d i c a t e , however , t h a t messages should be 
b roadcas t i n Aymará. 

A l though s t i l l l i m i t e d i n purchas ing power, the campesino 

does p resen t a p o t e n t i a l market f o r c e r t a i n c a t e g o r i e s of manu-
f a c t u r e d goods. His p a r t i c i p a t i o n i n the market ing system i s 
l i m i t e d , however , by weaknesses i n the d i s t r i b u t i o n system se r v-
ing him. E f f o r t s should be made to i n v o l v e w h o l e s a l e r s and 
r e t a i l e r s i n La Paz in s e r v i c i n g t h i s market and b r i n g i n g down 
the p r i c e l e v e l a t the f a i r s . Even though the market i s p resen t-
l y s m a l l , i t m e r i t s c u l t i v a t i o n , e s p e c i a l l y i n c l o t h i n g and s imple 
a g r i c u l t u r a l equipment. 

Not on ly must d i s t r i b u t i o n channe ls be a d j u s t e d , but manu-
f a c t u r e r s need to be a p p r i s e d of the p o t e n t i a l i t i e s of the r u r a l 
marke t . P roduc ts may have to be t a i l o r e d f o r t h i s lower income 
market . A d v e r t i s i n g messages w i l l need to be keyed to t h i s s p e c i f i c 



market segment. More in format ion i s requ i red on consumption pat-
terns and income l e v e l s before manufacturers can be induced to 
r e - o r i e n t t h e i r t h i n k i n g , which has t r a d i t i o n a l l y been geared to 
the upper income urban consumer. 



CHAPTER 9 

AN EVALUATION OF MARKET SYSTEM PERFORMANCE 

Thus f a r in t h i s repor t we have concent ra ted p r i m a r i l y on a 
d e s c r i p t i o n and a n a l y s i s of the var ious i n s t i t u t i o n a l p a r t i c i p a n t s 
in the food market ing channels . In t h i s chapter we turn to system 
opera t ion and performance, at tempt ing to de l i nea t e oppo r tun i t i e s 
f o r reform and cons t r a i n t s on more e f f i c i e n t opera t ion of the sys-
tem. 

F i r s t , the system i s d iscussed in terms of performance at 
the consumer l e v e l . Var ious aspects of consumer food p r i c e s are 
cons idered , as we l l as the importance of food in the budget and 
the q u a l i t y of the d i e t of La Paz r e s i d e n t s . Second, an overv iew 
of the f low of food products through the d i s t r i b u t i o n channel i s 
presented. Th i r d , the performance of urban market ing i n s t i t u t i o n s , 
i . e . , r e t a i l e r s and w h o l e s a l e r s , i s analyzed wi th a view to iden-
t i f y i n g oppor tun i t i e s fo r (1) inc reased e f f i c i e n c y w i t h i n these 
i n s t i t u t i o n s and (2) coord ina t ion and r a t i o n a l i z a t i o n of the sup-
ply channel . Four th , the assembly and t r anspo r t system connect ing 
the farmer wi th urban marketers i s cons idered. F i n a l l y , the ro le 
of the farmer in the marketing system i s analyzed and an example 
of supply responsiveness to one type of market i n t e g r a t i o n i s d is-
cussed i n some de ta i1 . 

System Performance at the Consumer Leve l 

Food expenditures absorb over 50% of the average fami ly bud-
get in La Paz, with high income f a m i l i e s devot ing an average of 
39% and low income f a m i l i e s an average of 67% of t h e i r income to 
food. These data i n d i c a t e the p o t e n t i a l e f f e c t of reduced food 
p r i c e s on purchasing powe r an d i ncome d i s t r i b u t i o n . Whi le 1ower 
food p r i c e s would probably lead to inc reased consumption by low 
and middle income f a m i l i e s , there i s a l so l i k e l y to be an i nc rease 
in expendi tures on manufactured goods. The data presented in 
Chapter 2 i n d i c a t e tha t the manufactured goods most of ten purchas-
ed by low and middle income groups are ready-made c l o t h i n g , shoes, 
personal care i t ems , and soaps and de te rgents . Many items in 
these ca tegor i es are e i t h e r now being manufactured in B o l i v i a or 
could be manufactured given B o l i v i a n t e chn i c a l and human c a p a b i l i -
t i e s . Thus, import s u b s t i t u t i o n , not impor ts , i s expected to 
accompany a reduct ion in food p r i c e s . 
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The data in Chapter 2 i n d i c a t e tha t the food market ing sys-
tem performed we l l during the 1964-1967 per iod in terms of the 
r e l a t i ve p r i c e s of var ious foods. The d i e t of the average La Paz 
fami ly was s u b s t a n t i a l l y weighted wi th p ro te in foods. The major 
food ca tegor i e s fo r a l l income groups are bee f , po ta toes , ce rea l s--
e s p e c i a l l y bread and r ice--and f resh vege tab les . There were no 
g l a r i n g d i f f e r e n c e s in d i e t composit ion between income groups, a l-
though high income f a m i l i e s spend three times as much on food as 
do low income f a m i l i e s . 

A poss ib le major concern fac ing the food product ion-market-
ing system i s the apparent rap id popula t ion growth in the c i t y of 
La Paz. Whi le r e l i a b l e data i s usua l l y scarce in coun t r i e s which 
are both underdeveloped and have undergone major s o c i o - p o l i t i c a l 
upheava l , a v a i l a b l e f i gu res show an annual growth ra te of 6 to 8% 
commencing in the 1960-63 per iod . Ev idence of r ap id popula t ion 
growth i s c l e a r l y seen in the rap id growth of the A l to area over-
looking the c i t y . This rap id populat ion growth had no t , as of the 
end of 1967, s eve re l y s t r e s sed the food product ion-market ing sys-
tem. However, a more r a t i o n a l and modern system may be needed in 
the fu tu re to cope w i th the inc reased demands of La Paz. 

A v a i l a b l e data show tha t food p r i ces in La Paz have been 
r i s i n g at a s lower r a t e than the cost of l i v i n g (see Table 9 . 1 ) . 
Food p r i ces inc reased s l i g h t l y over 50% in the ten years preceding 
1966, compared wi th a r i s e of nea r l y 90% in the cost of l i v i n g . 
C loth ing p r i ces more than doubled during the ten-year pe r i od , wh i l e 
housing costs inc reased by a f a c t o r of ten . However, food p r i c e s 
inc reased 10% between 1965 and 1966, more than any of the other 
expense ca tegor i es shown in Table 9 .1 . I f the data in Table 9.1 
are r e l i a b l e , the food product ion-market ing system has performed 
we l l in meeting La Paz ' s growing food needs at s t a b l e p r i c e . 

P r i c e movements fo r var ious food products important in the 
La Paz d i e t are shown in Table 9.2. With the except ion of pota-
toes , p r i c e movements in f r u i t s and vegetab les were not a v a i l a b l e . 
S ince the p r i c e index of food rose only 53% between 1957 and 1966 
(see Table 9 . 1 ) , i t appears tha t f r u i t and vegetab le p r i c e s in-
creased l ess than tha t amount, given the l a r g e r than 53% inc reases 
in such major s t ap l e s as meat, potatoes and r i c e . P r i c e inc reases 
have been most ev ident in the case of bee f , a l though i t should be 
noted tha t the r e t a i l p r i ce of beef w i thout bones (not the f i l l e t ) 
i s only US$0.30 per pound. Thus, wh i l e the p r i c e has s t e a d i l y in-
creased in the past ten years , t h i s commodity i s s t i l l a very good 
buy, as ev idenced by the high beef consumption in La Paz. Wide 



y e a r - t o - y e a r p r i c e swings are noted in s e v e r a l commodit ies . Such 
swings occu r red between 1960-61 and 1965-66 in r i c e and between 
1959-60 and 1965-66 in p o t a t o e s . The p r i c e r i s e in po ta toes be-
tween 1965 and 1966 i s a t t r i b u t a b l e to poor wea the r . 

Tab le 9 .1 Cost of L i v i n g in La Paz 1957 -66 (1957 = 100) 

Year Cost of 
L i v i n g Food C I o t h i ng Fuel Housing M i s c . 

1957 100 100 100 100 100 100 
1958 103 104 101 85 151 104 
1959 124 116 129 93 300 138 
1 960 1 38 126 142 89 465 1 38 
1961 149 133 150 85 614 140 
1962 1 58 1 37 156 89 769 146 
1963 156 132 161 84 793 146 
1 964 172 1 36 1 94 94 964 147 
1965 177 139 201 104 964 150 
1966 189 1 53 207 107 1055 155 

SOURCE: índice del Costo de Vida (La Paz , B o l i v i a : D i r ec-
c ión Genera l de E s t a d í s t i c a y Censos, M i n i s t é r i o 
de Hac ienda , December 1966) , p. v i i . 

Table 9.2 R e t a i l P r i c e Index in La Paz f o r 
S e l e c t e d Food P roduc ts (1957 = 100) 

Year Bread Ri ce Beef w i t h 
Bones 

Beef 
w i t h o u t 

Bones 
S a rd i nes Lard Po t a toes 

1957 100 100 100 100 100 100 100 
1958 100 111 113 104 85 115 101 
1959 125 125 143 125 107 146 79 
1960 125 128 1 76 157 102 131 11 3 
1961 125 162 196 178 105 148 111 
1962 125 166 200 1 89 105 141 105 
1 963 125 147 200 173 105 122 99 
1964 125 124 200 191 80 158 99 
1965 125 126 214 200 75 162 111 
1966 125 158 234 219 90 162 173 

SOURCE: índice del Costo de Vida ( La Paz , B o l i v i a : D i r ec-
c ión Genera l de E s t a d í s t i c a y Censos, M i n i s t é r i o 
de Hac i enda , December 1966) , pp. 8-13. 

In a d d i t i o n to c o n s i d e r a t i o n of p r i c e movements between y e a r s , 
i t i s use fu l to c o n s i d e r the e x t e n t to which p r i c e s f l u c t u a t e dur i ng 
the y e a r . E x c e s s i v e p r i c e f l u c t u a t i o n s in products which can be 
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s t o r e d suggest t h a t the market ing system i s not p r o p e r l y perform-
ing the task of equa t ing supply and demand. Of the commodit ies 
cons ide red in t h i s s t u d y , two products are most s u s c e p t i b l e to 
government a c t i o n in s t a b i l i z i n g p r i c e swings dur ing the y e a r . 
P r i c e movements in these p roduc t s--po ta toes and r i c e - - d u r i n g 1966 
are shown in Tab le 9 .3 . As can be seen , pota to p r i c e s dur ing a t 
l e a s t t h ree months of the y e a r were 200% or more of p r i c e s p r e v a i l -
ing dur ing the h a r v e s t months . 1 Wh i l e p r i c e swings in r i c e were 
l e s s s e v e r e , they were none the l ess s u b s t a n t i a l in a product which 
i s so e a s i l y s t o r e d . 

Tab le 9 .3 P r i c e Movements i n Po t a toes and R i ce During 1966 

Month Po ta toes Ri ce 

Jan uary 107 1 54 
February 100 130 
March 100 130 
Apr i 1 100 100 
May 107 100 
June 107 115 
J u l y 120 108 
August 133 115 
September 200 115 
October 266 115 
November 240 115 
December 160 115 

SOURCE: Indioe del Costo de Vida (La Paz , B o l i v i a : D i r ec-
c ión Genera l de E s t a d í s t i c a y Censos, M i n i s t é r i o 
de Hac i enda , December 1966) , pp. 9 and 13. 

A l though the food p roduc t ion-marke t ing system appears to have 
f u n c t i o n e d w e l l i n m a i n t a i n i n g reasonab l y s t a b l e p r i c e s dur ing the 
pas t decade, government p r i c e c o n t r o l s on c e r t a i n key commodit ies 
have a l s o c o n t r i b u t e d to t h i s s t a b i l i t y . P r i c e l i m i t s on wheat 
f l o u r and b e e f , f o r example, have been s t r i c t l y en fo r ced i n the 
l a s t few y e a r s . In a d d i t i o n , the government has a t tempted a t 
v a r i o u s t imes and w i th v a r y i n g degrees of success to impose r e t a i l 
p r i c e c e i l i n g s on r i c e , l a r d , and v a r i o u s v e g e t a b l e s . The govern-
ment has i n t e r v e n e d p e r i o d i c a l l y in the market ing of p o t a t o e s , an 

Although v a r i a t i o n s in pota to p r i c e s dur ing 1966 were excep-
t i o n a l l y seve re because of poor c r o p s , the high p o i n t s in 1965 
reached 50% g r e a t e r than the low p o i n t s , sugges t ing t h a t wide swings 
are not i s o l a t e d i n c i d e n t s . 



important s t ap l e in the La Paz d i e t . Most of the government's 
ac t ions have centered around an attempt to reduce seasonal p r i c e 
swings, p r i n c i p a l l y through cont ro l of the supply of potatoes 
reaching La Paz. One element in i t s program has been the r e fusa l 
to permit specu l a t i on in potato i n v e n t o r i e s . Any assembler or 
who lesa l e r who b u i l t up stock was requ i red to s e l l on the open 
market at the p r e v a i l i n g p r i c e l e v e l . A l so , the government would 
on occas ion enter the channel at the farmer or assembly l e v e l and 
buy l a rge q u a n t i t i e s of potatoes which i t would then s e l l a t low 
p r i c e s in La Paz. In g e n e r a l , the government's p o l i c i e s have 
served to keep p r i c e s low during the harves t season by f o r c i ng 
the marketing of ou tput , but they have a l so had the e f f e c t of 
accentuat ing the r i s e in p r i c e during the of f-season because of 
a lack of inventory which could be moved in to the market. 

Whi le government p o l i c i e s have con t r ibu ted to s t a b i l i t y in 
food p r i c e s during the past decade, they have a l so had some nega-
t i v e e f f e c t s . According to c a t t l e producers , r e s t r i c t i o n s in 
beef p r i c e s have discouraged the use of more modern technology 
in c a t t l e product ion . Furthermore, the low p r i c e of beef has 
r epo r t ed l y led to s u b s t a n t i a l i l l e g a l smuggling of beef in to the 
h ighe r-pr i ced Peruv ian market. 

A f i n a l cons ide ra t i on of p r i c e aspects in food market ing 
i n vo l v e s a n a l y s i s of p r i c e and q u a l i t y r e l a t i o n s h i p s for var ious 
pe r i shab l es in d i f f e r e n t market areas in the c i t y of La Paz. A 
s p e c i f i c study was undertaken by the MSU research team to deter-
mine whether p r i c e and q u a l i t y d i f f e r e n c e s ex i s t ed between low, 
medium, and high income zones of the c i t y . 

Data were c o l l e c t e d on the f o l l ow ing 13 produc ts , l i s t e d in 
descending order of t h e i r monetary importance in the La Paz d i e t : 
po ta toes , on ions , bananas, tomatoes, oranges, c a r r o t s , peas, beans, 
l e t t u c e , peppers, t ange r i ne s , cabbage, and r ad i shes . Three sep-
ara te t r ad ing areas d i f f e r e n t i a t e d on the bas is of income were 
s t u d i e d , as f o l l o w s : low income zone--Fatima, V i c t o r i a , Copaca-
bana, and B o l i v a r markets ; medium income zones--Rodriguez and 
Uruguay markets ; and high income zones--Sopacachi , Comacho, and 
Obrajes markets. Four women, each ass igned on a r o t a t i n g bas is 
to var ious s p e c i f i c areas w i t h i n a market , were u t i l i z e d as shop-
pe r s ; two of these women were upper-middle c l ass and two were 
lower c l a s s . Each woman shopped fo r a l l 13 products and was in-
s t r u c t e d to buy the best q u a l i t y a v a i l a b l e in her ass igned sec t i on 
of the market and to bargain fo r the best p r i c e . Only one market 



was shopped each day. The Rodriguez market was shopped on a 
Sa tu rday . 

Upon f i n i s h i n g t h e i r shopping, the women deposi ted t h e i r 
produce wi th s t a f f members, who weighed the products to obta in a 
p r i c e per ounce. The s t a f f members, who were housewives, then 
s u b j e c t i v e l y graded the produce on a 1 to 5 s c a l e , w i th 1 being 
the lowest q u a l i t y and 5 the h ighes t . Whi le no abso lute q u a l i t y 
r a t i ngs are c la imed, i t i s f e l t t ha t there was cons i s t en t r e l a-
t i v e ranking of products over the per iod of l ess than two weeks 
during which the p r i c e study was conducted. Rat ings for each 
product and market were determined by averaging the p r i c e and 
q u a l i t y obta ined by each shopper fo r each product . 

R e l a t i v e p r i ces between income zones fo r each of the prod-
ucts s tud ied are shown in Table 9 .4 . As can be seen, the lowest 
p r i c e s are to be found in the middle income markets of Rodriguez 
and Uruguay fo r 10 out of the 13 i tems. Upper income markets had 
the lowest p r i c e fo r 4 products . I t i s noteworthy tha t potatoes 
and on ions , the major commodities in the f r u i t and vegetab le 
ca tegory , were p r i ced lowest in the upper income markets--some 

Table 9.4 R e l a t i v e P r i ces of P e r i shab l e s in 
Di f f e r e n t I ncome Zones of La Paza 

Low Middle High 
In come In come I n come 

Potatoes 1.17 1.10 1 .00 
Onions 1 .21 1.11 1 .00 
Bananas 1.13 1 .00 1 .24 
Tomatoes 1.18 1 .00 1 .27 
Oranges 1 .28 1 .00 1 .39 
Carrots 1 .29 1 .00 1 .08 
Peas 1 .10 1.11 1 .00 
Beans 1 .05 1 .00 1.07 
Le t tuce 1 .29 1 .00 1 .22 
Peppers 1.13 1 .00 •1 .00 
Tangerines 1 .02 1 .00 1 .06 
Cabbage 1 .61 1 .00 1 .78 
Radi shes 1 .02 1 .00 1 .09 

Weighted Average 
of Al 1 Products 1.12 1 .00 1 .05 

A des ignat ion of 1.00 s i g n i f i e s the lowest p r i c e per 
ounce. Average p r i ces in the other market areas are ca l-
cu la ted as a m u l t i p l e of the lowest p r i c e . 
SOURCE: MSU P r i c e Mapping Survey (1967) . 



20% below the low income market p r i c e s . In no case were the low-
es t p r i c e s to be found in the low income markets. Indeed, these 
markets were hi ghes t p r i ced fo r f i v e products , most notably pota-
toes and onions. 

I t i s , of course , poss ib le tha t the low p r i c e s in middle 
and upper income markets r e f l e c t low q u a l i t y , and tha t the high 
p r i c e s in the low income zone markets r e f l e c t high q u a l i t y . In 
f a c t , however, the reverse i s more nea r l y t r u e . As seen in 
Table 9 .5 , the poorest q u a l i t i e s are found in the low income mar-
kets fo r 8 of the 13 products s t ud i ed , wi th one of the low qual-
i t y products being pota toes . Not unexpected ly , the h ighest 
q u a l i t y produce i s found in the upper income markets in 9 out of 
13 product c a t e g o r i e s . Produce in the middle income markets 
v a r i e s in q u a l i t y . 

Table 9.5 R e l a t i v e Qua l i t y Rankings of P e r i shab l e s 
in D i f f e r e n t Income Zones of La Paz a 

Low Middle High 
Income Income I ncome 

Potatoes 1 .00 1 .00 1.16 
Onions 1 .04 1 .00 1 .09 
Bananas 1 .00 1 .08 1.17 
Toma toes 1.07 1 .00 1 .30 
Oranges 1 .00 1 .06 1 .08 
Carrots 1 .00 1 .07 1.27 
Peas 1 .00 1 .21 1.10 
Beans 1 .50 1 .00 1 .59 
Le t tuce 1 .00 1 .43 1.19 
Peppe rs 1 .00 1 .22 1 .10 
Tangeri nes 1 .00 1 .00 1 .03 
Cabbage 1 .00 1 .06 1.15 
Radi shes 1.25 1 .00 1 .06 

Weighted Average 
of A l l Products 1 .00 1 .01 1.13 

A des ignat ion of 1.00 s i g n i f i e s the lowest q u a l i t y . 
Average q u a l i t y r a t i ngs in the other market areas are ca l-
cu l a t ed as a m u l t i p l e of the lowest q u a l i t y . 
SOURCE: MSU P r i c e Mapping Survey (1967) . 

When the r e l a t i v e r a t i ngs fo r each product are weighted by 
t h e i r importance in the d i e t and summed, the medium income mar-
kets have the lowest p r i c e l e v e l . The upper income markets are 
next l owes t , a t 105% of the weighted average p r i c e l e v e l in the 
middle income markets. On an o v e r - a l l b a s i s , the low income 



markets have a p r i c e l e v e l of 12% g rea t e r than the middle income 
markets. In terms of q u a l i t y , the low income markets rank lowest . 
The middle income markets are only s l i g h t l y b e t t e r , w i th a weighted 
average q u a l i t y r a t i n g of 101% of the low income markets. The up-
per income markets have a q u a l i t y r a t i n g of 113% of the low income 
markets. 

We see , then, tha t the low p r i ces in the middle income mar-
kets are c o n s i s t e n t wi th t h e i r q u a l i t y r a t i n g s . However, the high 
p r i c e s in the low income markets are in i n ve r se r e l a t i o n s h i p w i th 
the q u a l i t y of goods s o l d , thus p rov id ing the worst s i t u a t i o n to 
those l e a s t able to a f f o rd i t . The upper income markets , on the 
other hand, o f f e r the best p r i c e - q u a l i t y r e l a t i o n s h i p . 

There are a number of poss ib l e exp lanat ions fo r the observed 
p r i c e - q u a i i t y r e l a t i o n s h i p s in the lower income a reas . As we saw 
in Chapter 4, r e t a i l e r s of pe r i shab les run small volume, low p r o f i t 
bus inesses , and i t i s probable that those r e t a i l e r s opera t ing in 
low income neighborhoods have sma l l e r sa l es than the average. Thus, 
they must charge more per t r a n s a c t i o n in order to earn s u f f i c i e n t 
p r o f i t to support themselves and t h e i r f a m i l i e s . F u r t h e r , low 
sa l es turnover probably con t r i bu tes to a h igher degree of spo i l age 
and lower q u a l i t y than in the h igher income r e t a i l o u t l e t s . Of 
course , the consumer has the opt ion of shopping outs ide h is neigh-
borhood, but the add i t i ona l t r anspo r t costs would most l i k e l y o f f -
se t any cost s av ings . 

The Flow of Products Through the Market ing Channel 

Before moving in to an a n a l y s i s of oppo r tun i t i e s f o r reform 
in va r ious par ts of the product ion-market ing system, the f low of 
products through the d i s t r i b u t i o n channel should be cons idered . 
Our primary concern i s w i th the bui ldup in p r i c e between the ru r a l 
producer and the consumer in La Paz. Given time and human resource 
c o n s t r a i n t s , as we l l as the complexity of the market ing system, i t 
was not p r a c t i c a l to attempt to develop complete channel maps. 
Indeed, there i s l i t t l e doubt tha t the channels vary by week and 
by ha rves t season fo r d i f f e r e n t crops. I t i s v i r t u a l l y imposs ib le 
at times to d i s t i n g u i s h between producers , country assemblers , 
w h o l e s a l e r s , and r e t a i l e r s of p e r i s h a b l e s . At one time the farmer 
may r e t a i l h is own produce; a t another time he may s e l l to a coun-
t r y assembler in a ru r a l f a i r . A market woman may s e l l at r e t a i l 
to one customer and at wholesa le to another . 



While the complexity of the system tends to defy a complete-
l y r igorous d e s c r i p t i o n , i t does not prevent the d e s c r i p t i o n and 
a n a l y s i s of some bas ic pa t te rns of food d i s t r i b u t i o n . The i n s t i -
t u t i o n a l f lows of seven products are shown in Tables 9.6 through 
9.12. In gene ra l , the f low of products i n to La Paz fo l l ows one 
of two routes : e i t h e r (1 ) producer , country assembler , w h o l e s a l e r , 
r e t a i l e r or (2 ) producer , w h o l e s a l e r , r e t a i l e r . I t w i l l be r e c a l l -
ed from Chapter 5 tha t most who lesa le rs of pe r i shab l es sa id they 
bought from farmers . Examination of purchase p r i c e s suggests they 
were o f ten buying from country assemblers . Again, t h i s i n d i c a t e s 
some of the d i f f i c u l t i e s in cha r t i ng i n s t i t u t i o n a l f lows . 

Table 9.6 Percentage of R e t a i l P r i c e of Onions in La Paz 
Absorbed a t each Level in the Channel3 

I n i t i a l S a l e at I n i t i a l S a l e 
Country F a i r in La Paz 

Producer 34% 52% 
Country Assembler 18 0 
Wholesa le r 28 28 
R e t a i l e r 20 20 

100% 100% 

The above data i s f o r onions o r i g i n a t i n g in the Cocha-
bamba area . T h i r t y - t h r e e percent of the t o t a l sa l es volume 
of onion farmers i n t e r v i ewed was so ld in country f a i r s , 30% 
in La Paz and the remainder on the farm or in towns and 
c i t i e s o ther than La Paz. 
SOURCE: MSU R e t a i l e r , Who lesa l e r , and Farmer-Country Assem-

b l e r Surveys ( 1 967) . 

The producer usua l l y r e ce i ves 60 to 70% of the f i n a l r e t a i l 
p r i c e when he br ings his produce to La Paz. When s e l l i n g at the 
f a i r , the farmer r ece i ves on the order of 50 to 60% of the f i n a l 
r e t a i l p r i c e . This high l e v e l of producer " r e t u r n " r e f l e c t s the 
lack of p rocess ing , packaging and merchandising in the food dis-
t r i b u t i o n system. 

Although the higher p r i c e r ece i ved in La Paz i s c l e a r l y an 
i n c e n t i v e fo r the farmer to make the t r i p to La Paz, i t must a lso 
be remembered tha t there are t r a n s p o r t a t i o n and lodging costs in-
vo lved . We might hypothes ize , then, tha t only the l a r g e r farmers 
would r e g u l a r l y s e l l in La Paz. Others might t r a v e l to La Paz 
p e r i o d i c a l l y , combining a business t r i p w i th v i s i t s to r e l a t i v e s , 
purchases of manufactured goods, or merely a des i r e to see " the 



big c i t y . " In the l a t t e r sense , the flow of farmers--as we l l as 
t h e i r produce--to the c i t y may serve a useful modernizing func-
t i o n . Whether the flow of farmers to the c i t y , w i th the a t tendant 
crowding and higher c o s t s , i s a useful a c t i v i t y to encourage i s a 
matter of va lue judgment. On a pure ly economic b a s i s , i t would 
appear more r a t i o n a l to have l a rge buyers purchasing in the coun-

2 
t r y , reducing the cost of i n d i v i d u a l , sma l l -sca l e t r i p s and there-
by reducing the f i n a l p r i c e of food in La Paz. 

The country assembler appears to p lay a f a i r l y l a rge ro l e 
in the d i s t r i b u t i o n of food. Upwards of 50% of food moving through 
commercial channels in the areas s tud ied seems to pass through the 
hands of a country assembler. As we have noted, however, the de f i -
n i t i o n of people f i l l i n g t h i s ro l e has been d i f f i c u l t . At times 
they are housewives opera t ing as par t- t ime merchants. At other 
t imes , they may be who lesa le rs moving f u r t h e r back i n to the chan-
n e l . A v a i l a b l e data suggest t h a t , w i th few excep t ions , country 
assemblers are sma l l - sca l e ope ra to r s . In the case of the Rio 
Aba jo-A l t i pi ano assemblers--and to a l e s s e r extent the Cochabamba 
assemblers--they are g e n e r a l l y uneducated and t r a d i t i o n a l in t h e i r 
ope ra t i ons. 

Table 9.7 Percentage of R e t a i l P r i c e of Tomatoes in 
La Paz Absorbed a t Each Leve l in the Channel 

I n i t i a l S a l e a t I n i t i a l Sa l e 
Country F a i r in La Paz 

Producer 45% 59% 
Country Assembler 14 0 
Wholesa le r 21 21 
R e t a i l e r _Z0_ __20 

100% 100% 

The above data i s f o r tomatoes o r i g i n a t i n g in the Cocha-
bamba area . For ty percent of the t o t a l sa l es volume of 
tomato farmers i n t e r v i ewed was so ld in country f a i r s , 35% 
in La Paz, and the remainder on the farm or in towns and 
c i t i e s other than La Paz. 
SOURCE: MSU R e t a i l e r , Who lesa l e r , and Farmer-Country Assem-

b le r Surveys (1967) . 

2 
For the seven products d iscussed here , approximately one-

t h i r d of the t o t a l sa l es volume of the farmers i n t e r v i ewed was 
so ld d i r e c t in La Paz. 



Table 9.8 Percentage of R e t a i l P r i c e of Car rots in 
La Paz Absorbed at Each Level in the Channel3 

I n i t i a l Sa l e at I n i t i a l Sa l e 
Country F a i r in La Paz 

Producer 48% 60% 
Country Assembler 12 0 
Wholesa ler 18 18 
R e t a i l e r _22 _22 

100% 100% 

The above data i s f o r c a r ro t s o r i g i n a t i n g in the Cocha-
bamba area . Fo r t y- th ree percent of the t o t a l s a l e s volume 
of c a r r o t farmers i n t e r v i ewed was so ld in country f a i r s , 
27% in La Paz, and the remainder on the farm or in towns 
and c i t i e s other than La Paz. 
SOURCE: MSU R e t a i l e r , Who lesa l e r , and Farmer-Country Assem-

b l e r Surveys (1967) . 

Table 9.9 Percentage of R e t a i l P r i c e of Cabbage in 
La Paz Absorbed at Each Leve l in the Channela 

I n i t i a l Sa le at I n i t i a l Sa l e 
C o u n t ry F a i r in La Paz 

Producer 51% 62% 
Country Assembler 1 1 0 
Wholesa ler 17 17 
Re ta i1e r 21 21 

100% 100% 

The above data i s f o r cabbage o r i g i n a t i n g in the Cocha-
bamba area . Forty percent of the t o t a l sa l es volume of 
cabbage farmers i n t e r v i ewed was so ld in country f a i r s , 34% 
in La Paz, and the remainder on the farm or in towns and 
c i t i e s o ther than La Paz. 
SOURCE: MSU R e t a i l e r , Who lesa l e r , and Farmer-Country Assem-

b l e r Surveys ( 1 967) . 

In re turn fo r t h e i r s e r v i c e s , the country assemblers add 10 
to 15% to the p r i c e of the product handled, except for bananas and 
r i c e , where the va lue added i s cons iderab ly h igher . In the case 
of r i c e , t r anspor t costs absorb 60% of the assembler ' s revenue. 
In the case of bananas, there a r e , under e x i s t i n g c o n d i t i o n s , high 
spo i l age ra tes to be absorbed. 

An important ques t ion , of course , i s whether the assemblers 
con t r i bu te adequate va lue in re tu rn fo r t h e i r cost to the system. 
I t seems c l e a r t h a t , g iven the present fragmented nature of whole-



Table 9.10 Percentage of R e t a i l P r i c e of Bananas in 
La Paz Absorbed at Each Leve l in the Channel3 

I n i t i a l Sa le 
at Farm 

I n i t i a l S a l e 
at F a i r 

D i r e c t Sa l e 
in La Paz 

P rodu cer 
Country Assembler 
Who!esa ler 
Re ta i1e r 

32% 
0 

45 
23 

100% 

52% 
25 

0 
23 

100% 

77% 
0 
0 

23 
100% 

The above data i s f o r bananas o r i g i n a t i n g in the Yungas 
a rea . Twenty percent of the t o t a l sa l es volume of farmers 
i n t e r v i ewed was so ld on the farm, 55% was so ld d i r e c t in 
La Paz, and 17% was so ld in f a i r s . 
SOURCE: MSU R e t a i l e r , Who l esa l e r , and Farmer-Country Assem-

b l e r Surveys (1967) . 

Table 9.11 Percentage of R e t a i l P r i c e of R ice in 
La Paz Absorbed at Each Leve l in the Channel' 

I n i t i a l Sa le 
at the Farm 

I n i t i a l S a l e 
a t the M i l l 

Producer 
Mi 11er/Assembler 
Wholes a l e r 
Re ta i1e r 

41% 
37 

5 
17 

100% 

56% 
22 

5 
17 

100% 

The above data i s fo r r i c e o r i g i n a t i n g in the Santa Cruz 
area . One-third of the t o t a l output of r i c e of farmers 
i n t e r v i ewed was sold on the farm and two-th i rds was so ld a t 
the m i l l . 
SOURCE: MSU R e t a i l e r , Who l e sa l e r , and Farmer-Country Assem-

b l e r Surveys ( 1 967). 

s a l e r s and r e t a i l e r s , the assemblers perform a much-needed aggre-
gat ion and t r a n s p o r t a t i o n func t i on in l i n k i n g the farm and the 
c i t y . I t i s a lso c l e a r , however, t h a t most assemblers do not 
ach ieve s ca l e and are probably not capable of p r i c e reduct ion un-
less they do ach ieve s c a l e . For example, i t i s doubtful whether 
most assemblers handl ing bananas could i n s t i t u t e new handl ing and 
maturing methods to reduce the high r a t e of spo i l age or whether 
new methods of packaging and grading of tomatoes to reduce s p o i l -
age in that h igh l y pe r i shab le product w i l l be forthcoming from 
the assemblers . Fu r t he r , w i thout s c a l e , no reduct ions in margins 
are l i k e l y . F i n a l l y , l a r g e r - s c a l e assemblers might we l l be able 



Table 9.12 Percentage of R e t a i l P r i c e of Potatoes in 
La Paz Absorbed at Each Level in the Channel 

O r i g i n a t i n g in Cochabamba3 

I n i t i a l S a l e at I n i t i a l Sa le 
Country F a i r in La Paz 

Producer 61% 69% 
Country Assembler 8 0 
Wholesa ler 15 15 
R e t a i l e r 16 16 

100% 100% 

O r i g i n a t i n g on the A l t i p l a n o b 

I n i t i a l Sa l e a t I n i t i a l S a l e 
Country F a i r in La Paz 

Producer 54% 69% 
Country Assembler 15 0 
Wholesa le r 15 15 
R e t a i l e r 16 16 

100% 100% 

Forty percent of the t o t a l s a l e s volume of Cochabamba 
potato farmers i n t e r v i ewed was so ld in country f a i r s , 28% 
in La Paz, and the remainder on the farm or in towns and 
c i t i e s o ther than La Paz. 

b F i f t y - f i v e percent of the t o t a l s a l e s volume of A l t i -
plano potato farmers i n t e r v i ewed was so ld in country f a i r s , 
40% in La Paz, and the remainder on the farm or in towns 
and c i t i e s other than La Paz. 
SOURCE: MSU R e t a i l e r , Who l esa l e r , and Farmer-Country Assem-

b l e r Surveys (1967) . 

to reduce t r anspor t costs through c o n t r a c t arrangements w i th t ruck-
e r s . Although t ruck ing ra tes are not high r e l a t i v e to opera t ing 
c o s t s , more e f f i c i e n t t rucke rs may be w i l l i n g to reduce ra tes in 
re tu rn fo r guaranteed bus iness . 

I t appears from the data in Tables 9.6 through 9.12 tha t 
backward i n t e g r a t i o n by who lesa l e r or r e t a i l e r could cut the p r i c e 
of c e r t a i n foods tu f f s by e l i m i n a t i n g the country assembler. I f 
the economic c h a r a c t e r i s t i c s of assemblers at a l l resemble those 
of w h o l e s a l e r s , i t would appear tha t t h e i r gross p r o f i t s are 
l a r g e l y devoted to t r a v e l expenses and personal wages. Thus, a 
movement of l a r g e - s c a l e opera t ions back down the channel could 
we l l reduce cos t s . However, the movement of sma l l - s ca l e operators 
in to backward i n t e g r a t i n g a c t i v i t y i s not l i k e l y to change the 
cost s t r u c t u r e of the t o t a l system. 
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Oppor tun i t i es fo r Urban Market ing Reform 

In some r e spec t s , one may not be disposed to quest ion the 
e f f e c t i v e n e s s of the present food r e t a i l e r s and who lesa le rs in 
La Paz. The r e l a t i v e mix and quan t i t y of foods supp l ied to the 
c i t y suggest tha t they are adequate ly performing the ro le of 
t r ansm i t t i ng urban consumer demand to r u r a l producers . F u r t h e r , 
the gross margins exacted fo r t h e i r s e r v i c e s are not h i g h -
r e t a i l e r s handl ing d r i ed and processed goods average 15%, most 
f r u i t and vegetab le r e t a i l e r s average 20%, and meat r e t a i l e r s 
average 15-20%. Gross margins are gene r a l l y in the 20 to 30% 
range fo r who lesa le rs of f resh f r u i t s and vege t ab l e s , wh i l e 
who lesa le rs of d r i ed and processed foods operate at low margins 
of 5 to 10%. 

As p r e v i ous l y d i scussed , La Paz has undergone a rap id growth 
in populat ion in the '60s. Continued growth w i l l r equ i re e i t h e r 
a m u l t i p l i c a t i o n of the present sma l l - sca l e u n i t s , which appear 
l a r g e l y incapab le of change, or the i n t r oduc t i on of l a r g e r - s c a l e 
un i t s at both r e t a i l and wholesa le l e v e l s which can r a t i o n a l i z e 
a growing flow of products in to the c i t y . 

In add i t i on to a id ing in the smooth flow of food products 
i n to La Paz, the i n t r oduc t i on of s u b s t a n t i a l l y l a r g e r - s c a l e re-
t a i l i n g and who lesa l ing i n s t i t u t i o n s should reduce the p r i c e of 
food in the c i t y . In cons ider ing poss ib l e changes in urban mar-
ket ing i n s t i t u t i o n s , i t i s useful to d i f f e r e n t i a t e between the 
supply system for pe r i shab le f r u i t s and vegetab les from the sys-

3 
terns supply ing dr ied goods, grocery i t ems , bee f , and pota toes . 
We s h a l l f i r s t cons ider prospects fo r improvement in i n s t i t u t i o n s 
handl ing dr ied goods, grocery i tems, bee f , and potatoes and then 
turn to a n a l y s i s of urban marketers of pe r i shab le f r u i t s and vege-
tab l es . 

Whi le r e t a i l gross margins are g e n e r a l l y reasonab le , i t i s 
worth noting tha t margins of 17 to 20% on s t ap l e s such as bread 
and bee f , which account f o r approximately 20% and 10% of the food 
budget of low and middle income f a m i l i e s , r e s p e c t i v e l y , are high-
er than fo r slower-moving items such as canned milk and vegetab le 
o i l ( see Table 4 .18 ) . Although gross margins of 15 to 17% on 
potatoes are lower than fo r most f r u i t s and vege t ab l e s , they are 
nonetheless high fo r a s t ap l e i tem. The suggested merchandising 

3 
Potatoes are separated from f r u i t s and vegetab les because 

they can be handled and s t o r e d , under proper c o n d i t i o n s , f o r a 
s u b s t a n t i a l length of time before spo i l age becomes a problem. 



p o l i c y i s one of mixed marg ins , w i th high-volume s t a p l e i tems 
c a r r y i n g a low margin and slow-moving s p e c i a l t y i tems c a r r y i n g 
high marg ins . However, data deve loped in t h i s r e sea r ch c l e a r l y 
show t h a t p resen t food r e t a i l e r s are i n no p o s i t i o n to f o l l o w a 
mixed-margin p o l i c y . At e x i s t i n g s a l e s l e v e l s ( see Tab le 4 . 2 0 ) , 
any s u b s t a n t i a l r e d u c t i o n i n margins on s t a p l e s would s e v e r e l y 
cu t an a l r e a d y low l e v e l of r e t u r n . S u b s t a n t i a l changes in cap i-
t a l , t e c h n i c a l , and manager i a l i npu t s are needed be fo re any 
e n t r e p r e n e u r cou ld ga in the i n c r e a s e i n market share which would 
make economica l l y p o s s i b l e low margins on s t a p l e i t ems . 

In a d d i t i o n to changes in margin p o l i c y , i n c r e a s e s i n s c a l e 
a t the r e t a i l l e v e l would permi t v e r t i c a l c o o r d i n a t i o n of the 
sys tem, reduc ing the cos t of a c q u i s i t i o n and thus the f i n a l p r i c e 
to the consumer. In some p r o d u c t s , e . g . , b read , p a s t a , sugar and 
s o f t d r i n k s , l a r g e - s c a l e r e t a i l e r s should be ab le to ob ta in quan-
t i t y d i s coun ts on the o rder of 2 to 5% by v i r t u e of t h e i r i n c r e a s -
ed b a r g a i n i n g power. Wh i l e such sav ings may not appear h i g h , they 
app ly to products compr is ing approx imate l y 20% of the food budget 
of low and middle income f a m i l i e s . 

P o i n t s of agg rega t i on f o r the key s t a p l e s of po ta toes and 
r i c e occur s u f f i c i e n t l y e a r l y i n the channel to permi t l a r g e - s c a l e 
r e t a i l u n i t s to reduce a c q u i s i t i o n cos t s by bypass ing i n t e r m e d i a t e 
i n s t i t u t i o n s i n the e x i s t i n g d i s t r i b u t i o n channe l s . For example, 
r i c e p roduc t i on and m i l l i n g are g e o g r a p h i c a l l y c en t e r ed in the 
Santa Cruz a r e a . At p r e s e n t , m i l l e d r i c e i s purchased in Santa 
Cruz by merchants who then a r range f o r i t s t r a n s p o r t to La Paz , 
where i t i s s o l d to w h o l e s a l e r s . These w h o l e s a l e r s , i n t u r n , s e l l 
to r e t a i l e r s and consumers. Approx imate ly 25% of the r e t a i l p r i c e 
of r i c e i s added by these i n t e r m e d i a r i e s . A l a r g e - s c a l e r e t a i l e r 
cou ld r e a d i l y purchase d i r e c t a t the m i l l and, absorb ing the 
f r e i g h t cos ts h i m s e l f , reduce h i s a c q u i s i t i o n cos t by 15 to 20%. 

Cost r e d u c t i o n s on the o rder of 20% f o r po ta toes cou ld be 
e f f e c t e d through d i r e c t purchases a t e a r l y agg rega t i on po in t s in 
the channe l . Tambos in the Cochabamba area p rov ide r e a d i l y acces-
s i b l e assembly p o i n t s f o r s u b s t a n t i a l volumes of p o t a t o e s . Trans-
po r t cos t s f o r r i c e and pota toes cou ld be s l i g h t l y reduced by con-
t r a c t i n g w i th a t r u c k e r to haul r i c e from Santa Cruz to Cochabamba, 
p ick up pota toes in Cochabamba, and d e l i v e r both commodit ies in La 
Paz. 

Bee f purchases d i r e c t from the l a r g e r c a t t l e producers are 
f e a s i b l e f o r ve ry l a r g e - s c a l e r e t a i l o p e r a t i o n s . I f the govern-
ment were to r e l a x i t s r e g u l a t i o n s on beef p r i c e s , r e t a i l e r s 



capab le of i n s t i t u t i n g new c u t t i n g methods and p r o v i d i n g assured 
o u t l e t s would a lmost s u r e l y r e c e i v e the coope ra t i on of l a r g e ca t-
t l e producers i n f i l l i n g t h e i r needs f o r q u a n t i t y and q u a l i t y . 
I t i s l i k e l y t h a t e a r l y e n t r a n t s i n t o l a r g e - s c a l e r e t a i l i n g w i l l 
cont inue to ob t a i n t h e i r beef s u p p l i e s from e x i s t i n g w h o l e s a l e r s . 
However, the q u a n t i t y a t which they buy should permi t 2 to 5% 
r educ t i ons i n the cos t of a c q u i s i t i o n . As r e t a i l e r s deve lop more 
f a m i l i a r i t y w i th beef o p e r a t i o n s , i n t e g r a t i o n f u r t h e r back i n t o 
the channel may be p o s s i b l e . 

A key q u e s t i o n , of c o u r s e , i s the degree of s c a l e needed to 
a ch i e ve the mixed-margin and d i r e c t a c q u i s i t i o n p o l i c i e s suggested 
above. S i n c e no l a r g e - s c a l e r e t a i l u n i t s e x i s t e d in La Paz at the 
t ime of t h i s s t u d y , i t i s not p o s s i b l e to g i v e a d e f i n i t i v e answer 
to t h i s q u e s t i o n . However, r easonab l y a c c u r a t e pro-forma f i n a n c i a l 
s ta tements can be p r o j e c t e d to permi t a n a l y s i s of the f e a s i b i l i t y 
of l a r g e - s c a l e r e t a i l i n g i n La Paz. 

Revenue p r o j e c t i o n s are made from the data deve loped in 
Chapter 2. Table 9.13 g i ves data f o r low and middle income fami-
l i e s on t h e i r weekly purchases of foods and non-foods suggested 
f o r s a l e in l a r g e - s c a l e r e t a i l o u t l e t s . With the excep t ion of 
p o t a t o e s , no f r e s h f r u i t s and vege t ab l e s are recommended f o r the 
product mix i n these proposed r e t a i l o u t l e t s . The i n c l u s i o n of 
h i g h l y p e r i s h a b l e produce items would undoubtedly ove r- tax the 
manager ia l c a p a b i l i t i e s of these new e n t r a n t s i n t o food r e t a i l i n g . 
Fu r the rmore , the p o l i t i c a l i m p l i c a t i o n s of s t rong compe t i t i on w i th 
market women in the s a l e of p e r i s h a b l e s can thus be avo ided . 

Tab le 9.14 shows suggested gross margins f o r the v a r i o u s 
product c a t e g o r i e s , as w e l l as expected gross p r o f i t per f a m i l y . 
Wi th the excep t ion of r i c e , b e e f , b read , and p o t a t o e s , on which 
mark-ups have been reduced to 10%, a l l gross margins f o r food are 
ma in t a ined a t e x i s t i n g l e v e l s . No i n c r e a s e s i n food margins are 

4 
propos ed. 

A low income f a m i l y purchas ing the l i s t e d i tems e x c l u s i v e l y 
a t a l a r g e - s c a l e r e t a i l o u t l e t would spend $7.74 per week, r e s u l t -
ing i n gross p r o f i t to the o u t l e t of $1.00. The comparable 
f i g u r e s f o r middle income f a m i l i e s a re $12.73 and $1.71. O v e r - a l l 
gross margin f o r the r e t a i l o u t l e t i s thus p r o j e c t e d a t 12.9% f o r 

4 
A number of non-food i tems are suggested f o r i n c l u s i o n in 

the product mix. A gross margin of 20% i s proposed on these i t ems . 
We have no data on e x i s t i n g margins on these i t e m s , and have the re-
f o r e chosen a f i g u r e cor respond ing approx imate l y to margins on 
food i t ems . 



Table 9.13 Weekly Expenditures on Se l e c t ed Food and 1 Non-
Food Items by Low and Middle Income Fami l i es 

Weekly Purchases 1 By: 
Low I ncome Middle Income 

Fami1i es Fami1i es 
Cerea ls 

R ice $0 .23 $0 .32 
Bread 0 .92 1 .33 
Other Cerea ls 0 .79 1 .10 

Meat and Pou l t r y 
Beef 1 .74 2 .62 
Other 0 .29 0 .90 

Fats and O i l s 0 .48 0 .77 
Mi lk and Eggs 0 .44 1 .12 
Potatoes 0 .89 1 .17 
Sugar and Sp ices 0 .68 Q .93 
Tea and Coffee 0 .36 0 .53 
So f t Drinks 0 .11 0 .29 
Tota l Food Expendi tures $6 .93 $11 .08 
Non-Foodsa $0 .81 $ 1 .65 
Tota l $7 .74 $12 .73 

The non-food items suggested fo r s a l e are soaps and 
de te rgen t s , personal care a r t i c l e s , p l a s t i c shoes, and 
underwear. 
SOURCE: MSU Consumer Survey (1967) . 

Table 9.14 Suggested Gross Margins and Gross P r o f i ts 
by Product and Income Level 

Sugges ted Low Income Middle Income 
Gross Fami 1 y Family 

Product Margi n Gross P r o f i t Gross P r o f i t 

Cerea ls 
R ice 10% $0. 023 $0. 032 
Bread 10 0. 092 0. 133 
Other 15 0. 119 0. 165 

Meat and Pou l t r y 
Beef 10 0. 174 0. 262 
Other 20 0. 058 0. 180 

Fats and O i l s 13 0. 062 0. 100 
Mi lk and Eggs 12 0. 053 0. 134 
Potatoes 10 0. 089 0. 117 
Sugar and Sp ices 13 0. 088 0. 121 
Tea and Coffee 15 0. 054 0. 079 
So f t Drinks 20 0. 022 0. 058 
Non-Foods 20 0. 162 0. 330 

$0. 996 $1. 71 1 

SOURCE: MSU R e t a i l e r Survey (1967) . 



a low income f a m i l y ' s market basket and 13.4% f o r a middle income 
f a m i l y ' s market baske t . 

On the bas i s of the suggested product and gross margin mix, 
pro-forma p r o f i t and l o ss s ta tements f o r a l a r g e - s c a l e r e t a i l 
o u t l e t s e r v i c i n g low income consumers, and p r o j e c t e d re turn-on-
inves tment a t weekly s a l e s volumes of $5,000, $10,000, $15,000 and 
$20,000 are shown i n Tab le 9 .15 . Opera t ing expense e s t ima t e s are 
based on data f o r e q u i v a l e n t - s i z e d s t o r e s i n the Un i ted S t a t e s . 5 

Table 9.15 Pro-forma Annual P r o f i t and Loss S ta tements 
and P r o j e c t e d Return on Inves tment f o r 
Var i ous S i z e s of R e t a i l i n g Opera t ions 

$5 ,000/week $10 ,000/week $1 5 ,000/week $20 ,000/week 
400 s q . f t . 7 ,500 s q . f t . 7,500 s q . f t . 10, 000 s q . f t . 

S a l e s $260,000 $520,000 $780,000 $1 ,040,000 
Merchandi se 226,000 453,000 680 ,000 916,000 

(87 .1% ) 
Gross P r o f i t $ 34,000 $ 67,000 $100,000 $ 124,000 
Expenses: 

Wages $ 4,600 $10,000 $12 ,500 $18,000 
Manager ' s 

S a 1 a ry 6 ,000 9,000 9,000 10,000 
Adv. and 

Promoti on 1 ,200 1 ,800 2,500 3,600 
U t i l i t i e s 1 ,200 1 ,800 1 ,800 3,000 
Depreci a t i on 3,000 7,000 7,000 9,000 
I n t e r e s t 3,000 6,000 6,500 7,800 
M i s c . Exp. 3,000 7,000 7,000 13,000 

$22 ,000 $42 ,600 $46,300 $64,400 
P r o f i t 
B e fo r e $12,000 $24,400 $53,700 $59,600 
Taxes 

I n ves tmen t s : 
Worki ng 

C a p i t a l $20,000 $30,000 $40 ,000 $40,000 
Equi pment 20 ,000 50,000 50 ,000 85,000 
B u i l d i n g 20,000 37,500 37,500 50,000 B u i l d i n g 

$60 ,000 $117,500 $127,500 $175,000 
Return on 
Inves tment: 

No Debt 20% 21% 42% 34% 
50% Debt 40% 42% 84% 68% 

5 
Opera t ing data were ob ta ined from Business Summary and Anal-

ysis of Independent Food Stores ( C o o p e r a t i v e Ex tens ion S e r v i c e , 
Purdue U n i v e r s i t y , October 1966) , p. 25. 



B o l i v i a n wages were es t ima ted a t 20% of Un i ted S t a t e s wages, w i th 
the r e l e v a n t l abor expense items so a d j u s t e d . E a r l y exper i ence 
in Puer to Rico suggests t h a t there w i l l be a g r e a t e r use of l a b o r 
and a reduced use of c a p i t a l equipment compared to U . S . o p e r a t i o n s . 
The o f f s e t t i n g e f f e c t s of h igher l abor inputs and lower c a p i t a l 
i nputs w i l l probably not g r e a t l y a f f e c t the p r o j e c t e d percen t re-
turn on inves tment . The manager 's wage was p r o j e c t e d a t the U . S . 
r a t e . This i s q u i t e high by B o l i v i a n s t anda rds . However, g iven 
the genera l l ack of manager ia l t a l e n t in La Paz , i t was f e l t t ha t 
a high s a l a r y would p rov ide a major i n c e n t i v e w i t h which to a t t r a c t 
capable pe r sonne l . A d v e r t i s i n g and promotion expenses were ad ju s t -
ed downward s u b s t a n t i a l l y to r e f l e c t the lower l e v e l of compet i t i on 
and l ack of media. I t i s expected t h a t new e n t r a n t s i n to r e t a i l i n g 
would depend p r i m a r i l y on low-cost h a n d b i l l s and soundtruck adver-
t i s i n g . M i s ce l l aneous o p e r a t i n g expenses were p r o j e c t e d a t 50% of 
the Un i ted S t a t e s r a t e . I n t e r e s t charges a t 10% per annum were 
i n c l u d e d , assuming a c a p i t a l s t r u c t u r e w i th 50% debt . U t i l i t i e s , 
p r i m a r i l y e l e c t r i c i t y , were es t ima ted on the bas i s of data on 
va r i ous bus iness o f f i c e ope ra t i ons in La Paz. Equipment r equ i r e-
ments were c a l c u l a t e d on the bas i s of 200% of c a p i t a l investment 
f o r e q u i v a l e n t - s i z e d ope ra t i ons in the Un i ted S t a t e s . This approx-
imat ion appears c o n s e r v a t i v e , s i n ce exper i ence in L ima, Pe ru , and 
R e c i f e , B r a z i l , suggests a f i g u r e of 160% of Un i ted S t a t e s r e q u i r e -
ments. Fur thermore , the proposed product mix does not i n c l u d e 
p e r i s h a b l e produce nor f rozen foods . Thus, expens ive r e f r i g e r a t i o n 
equipment i s not needed. The cool c l i m a t e of La Paz a l so reduces 
the need f o r e x t e n s i v e r e f r i g e r a t i o n of the beef which would be 
handled by the proposed o u t l e t . Land and b u i l d i n g cos ts were e s t i -
mated on the bas i s of $5 per square f o o t . A $5 per square foo t 
f i g u r e i s probably on the high s i d e . In p r a c t i c e , the cost might 
w e l l drop to $3 per square f o o t . Working c a p i t a l needs were assum-
ed to be equal to those f o r e q u i v a l e n t - s i z e d Un i ted S t a t e s s t o r e s . 6 

The c a p i t a l s t r u c t u r e was p r o j e c t e d a t 50% debt and 50% e q u i t y , a t 
i n t e r e s t r a t e s of 10%. Whi le p r i v a t e loan funds might not be a v a i l -
ab le i n i t i a l l y , p u b l i c loan funds could we l l be made a v a i l a b l e , 
g iven the pub l i c r e tu rn on such inves tment . 

The data i n Table 9.15 show be fo re- tax r e tu rns on inves tment 
to be over 40%. The r e tu rn to the en t rep reneur i s g r e a t e r i f the 
manager 's s a l a r y , as i s p robab l e , i s a c t u a l l y a wage pa id to the 

6Ibid.3 p. 31. 



owner-manager. A l s o , the g e n e r a l l y c o n s e r v a t i v e e s t ima tes on 
c a p i t a l requ i rements r e s u l t i n a c o n s e r v a t i v e e s t ima t e of r e t u r n 
on i n ves tmen t . Thus, l a r g e - s c a l e r e t a i l i n g appears to be a high-
l y p r o f i t a b l e commercial i n ves tmen t . The volume necessa ry to 
a t t a i n the p r o j e c t e d r e t u r n on inves tment i s expected to r e s u l t 
from consumer response to the reduced r e t a i l p r i c e s suggested f o r 
fou r key s t a p ! e s - - b e e f , b read , pota toes and r i c e . 

I t should be noted t h a t the f i n a n c i a l s ta tements shown i n 
Tab le 9.15 are based on p resen t cos t s of product a c q u i s i t i o n a t 
the r e t a i l l e v e l . I f reduced a c q u i s i t i o n cos t s ob ta ined through 
i n c r e a s e d purchas ing power and v e r t i c a l r a t i o n a l i z a t i o n of the 
channel are taken i n t o a c coun t , annual be fo r e- t ax p r o f i t s are 
i n c r e a s e d by $11,000 f o r the $5,000/week o u t l e t , $16,500 f o r the 
$ 10 ,000/week o u t l e t , $22 ,000 f o r the $1 5 ,000/week o u t l e t , and 
$33,000 f o r the $20,000/week o u t l e t . These cos t s sav ings cou ld 
be f u l l y passed on to the consumer, e i t h e r to boost s a l e s i n 
o rde r to a c h i e v e d e s i r e d volume or i n response to c o m p e t i t i v e 
p r e s su r e s which a re l i k e l y to a r i s e as new e n t r a n t s i n v e s t i n 
l a r g e - s c a l e r e t a i l i n g . I f a l l cos t sav ings were passed on, food 
p r i c e s would be reduced by 5%. I f h a l f of these i n c r e a s e d p r o f i t s 
were passed on i n the form of lower p r i c e s , a p r i c e r e d u c t i o n of 
2.5% would be p o s s i b l e over the f u l l l i n e of products c a r r i e d by 
each o u t l e t . I f p r i c e r e d u c t i o n s were not passed on, l a r g e - s c a l e 
r e t a i l i n g would become commerc i a l l y f e a s i b l e even w i th no debt i n 
the c a p i t a l s t r u c t u r e . 

Of c o u r s e , changes i n s c a l e must take i n t o account e x i s t i n g 
shopping h a b i t s and the l i k e l i h o o d of changing those h a b i t s . The 
data i n Chapter 3 s t r o n g l y suggest t ha t cons ume rs p a t r o n i z e e x i s t -
ing o u t l e t s more from h a b i t and l i m i t e d a l t e r n a t i v e s than from 
s o c i a l or economic inducements . There i s no i n d i c a t i o n t h a t re-
t a i l o u t l e t s perform a s o c i a l f u n c t i o n , nor even t h a t hagg l ing i s 
an impor tan t s o c i a l r i t u a l in the purchas ing of food. C r e d i t 
ex t ens i on i s a p p a r e n t l y not p r e v a l e n t . The ex t reme ly smal l pur-
chase q u a n t i t i e s made in f r equen t shopping t r i p s to tiendas r a i s e 
an area of concern . However, the weekly shopping f o r p e r i s h a b l e s 
which i s customary among much of the middle and upper c l a s s may 
w e l l be t r a n s f e r r e d to dry goods shopping i f reduced p r i c e s 
accompany modern iza t ion and s e l f - s e r v i c e . The ready acceptance 
of s e l f - s e r v i c e o u t l e t s i n many o the r L a t i n American c o u n t r i e s i s 
f u r t h e r ev idence t h a t the s h i f t from t r a d i t i o n a l to modern r e t a i l -
ing i s o f t e n made w i th a minimum of d i f f i c u l t y . 



I t i s useful to spec i f y the market area from which the var-
ious-s ize operat ions p ro j e c t ed in Table 9.15 would have to draw. 
Popu la t ion c l u s t e r s needed to support d i f f e r e n t s ca l e s of r e t a i l -
ing are shown in Table 9.16. I f a l l t h e i r purchases of the items 
shown in Table 9.13 were made at one l a r g e - s c a l e o u t l e t , a minimum 
of 650 low income f a m i l i e s or 400 middle income f a m i l i e s would be 
requ i red to mainta in a $5,000 per week o u t l e t . These numbers cor-
respond to 2.5% of lower income f a m i l i e s and 1.5% of middle income 
f a m i l i e s . I t appears from the data in Table 9.16 tha t the maximum-
s ize o u t l e t which might be attempted in low income areas would be 
7,500 square f e e t . Above t h i s s i ze the o u t l e t would have to draw 
from a f a i r l y l a rge populat ion group which gene r a l l y lacks t rans-
p o r t a t i o n , even i f a l l purchases were made at the o u t l e t . The 
maximum s ize fo r middle income areas a lso appears to be 7,500 
square f e e t , although a 10,000-square-foot o u t l e t may we l l be 
poss ib l e i f s i t u a t e d near upper income a r e a s . 7 

From the pub l i c s t andpo in t , the e f f e c t of l a rge-sca l e r e t a i l -
ing as descr ibed above would be to reduce by a t l e a s t 3.4% the 
p r i c e of the foods c a r r i e d , which comprise 87% of low income food 
budgets and 78% of middle income food budgets. I f sav ings through 
reduced a c q u i s i t i o n costs were passed on completely to the consumer, 
an add i t i ona l reduct ion of 5% in the p r i c e of food would be gained. 
S ince food expendi tures take 66% of low income fami l y budgets and 
58% of middle income fami l y budgets, these sav ings would have a 
s u b s t a n t i a l impact on the standard of l i v i n g . 

A c r i t i c a l ques t i on , of course , i s whether there are entre-
preneurs a v a i l a b l e to operate o u t l e t s of the s i ze p ro j e c t ed in 
Table 9.15. In f a c t , only a handful of e x i s t i n g r e t a i l e r s appear 
capable of tak ing the managerial and t e chn i ca l leap forward in to 
s i g n i f i c a n t l y l a r g e r - s c a l e r e t a i l i n g . There may, however, be a 
number of w h o l e s a l e r - r e t a i 1 e r s who would see the p o t e n t i a l of 
l a r g e - s c a l e r e t a i l i n g and cou ld , wi th t r a i n i n g , perform the neces-
sary f unc t i ons . 

The data j u s t presented show tha t a s u b s t a n t i a l i nc rease in 
s c a l e at the r e t a i l l e v e l would have a s i g n i f i c a n t impact on food 
p r i c e s . A movement toward l a rge-sca l e r e t a i l i n g would undoubtedly 
a f f e c t the e x i s t i n g who lesa le rs of processed and bulk food products . 
La rge-sca le r e t a i l e r s would probably buy such items as sugar and 

No attempt has been made to p r o j e c t the f e a s i b i l i t y of l a rge-
sca l e o u t l e t s se rv ing upper i ncome areas . I f such o u t l e t s are 
f e a s i b l e in low income a r eas , they are assured ly f e a s i b l e , i f proper-
l y managed, in upper income a reas . 
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l a r d d i r e c t from n a t i o n a l and i n t e r n a t i o n a l s u p p l i e r s , thus by-
pass ing the e x i s t i n g w h o l e s a l e r s f o r these i t ems . Or , they might 
purchase from the l a r g e w h o l e s a l e r - i m p o r t e r s , but a t a p r i c e 
r e f l e c t i n g t h e i r i n c r e a s e d purchas ing power. C l e a r l y , t h e n , the 
import houses w i l l have to a d j u s t t h e i r s a l e s p o l i c i e s to meet 
the needs of any l a r g e - s c a l e e n t r a n t s i n t o r e t a i l i n g . The s i z e 
and manager ia l a b i l i t i e s of these i m p o r t e r - w h o l e s a l e r s suggests 
t h a t they w i l l be ab le to a d j u s t to a changed market env i ronment . 

The a b i l i t y of the p resen t w h o l e s a l e r - r e t a i 1 e r s to a d j u s t 
to a r a d i c a l l y changed env i ronment i s l e s s c l e a r . A major f a c t o r 
i n the a b i l i t y of l a r g e - s c a l e r e t a i l e r s to reduce food p r i c e s i s 
d i r e c t p u r c h a s i n g , which e n t a i l s bypass ing e x i s t i n g i n t e r m e d i a r i e s 
in the channe l . T h i s , of c o u r s e , would r e s u l t i n a s u b s t a n t i a l 
l o s s of bus iness to the w h o l e s a l e r - r e t a i 1 e r s . Three a l t e r n a t i v e s 
seem to e x i s t f o r these market p a r t i c i p a n t s . F i r s t , they cou ld 
remain as they are and con t i nue to s e r v e tiendas and consumers in 
the p r e sen t manner. S i n c e , as we have seen , they ope ra te a t 
r e l a t i v e l y low marg ins , the cos t to the system of t h e i r maintenance 
i n bus iness i s not g r e a t and they would con t inue to perform a much-
needed f u n c t i o n f o r the many tiendas t h a t would doubt l ess con t i nue 
to e x i s t as conven ience o u t l e t s . 

The second and t h i r d a l t e r n a t i v e s f o r w h o l e s a l e r - r e t a i l e r s 
e n t a i l r a d i c a l changes i n o p e r a t i o n . As one o p t i o n , they could 
i n t e g r a t e fo rward i n t o r e t a i l i n g . S i n c e as much as one- four th of 
the s a l e s of many of these marke te rs a re made to the consumer, 
they are a l r e a d y somewhat f a m i l i a r w i t h requ i rements a t the r e t a i l 
l e v e l . The e x i s t i n g s c a l e of o p e r a t i o n s of w h o l e s a l e r - r e t a i l e r s , 
t h e i r f a m i l i a r i t y w i t h low-margin o p e r a t i o n s , and t h e i r c o n t a c t s 
i n the supply channe ls make them prime cand ida t e s f o r en t r ance 
i n t o l a r g e r e t a i l i n g e n t e r p r i s e s . No tw i th s t and ing many of t h e i r 
f a v o r a b l e a t t r i b u t e s compared w i t h e x i s t i n g r e t a i l e r s , they w i l l 
r e q u i r e t e c h n i c a l and manager ia l t r a i n i n g , as w e l l as c a p i t a l 
a s s i s t ance . 

A t h i r d op t ion a v a i l a b l e to w h o l e s a l e r - r e t a i l e r s i s t h a t of 
s u b s t a n t i a l expansion of t h e i r who l e sa l e o p e r a t i o n s i n terms of 
both volume and products c a r r i e d . Wh i l e the b e n e f i t s of i n c r e a s e d 
s c a l e a t r e t a i l o u t l i n e d e a r l i e r look t empt ing , t h e r e w i l l undoubt-
ed l y be a number of problems i n f i n d i n g e n t r e p r e n e u r s , t r a i n i n g 
them, and p r o v i d i n g them w i th necessa ry c a p i t a l . I t may be more 
f e a s i b l e to ga in g r e a t l y i n c r e a s e d s c a l e a t the who l e sa l e l e v e l 
and on ly moderate ly i n c r e a s e d s c a l e a t r e t a i l . Under such a p l a n , 
the p resen t w h o l e s a l i n g system w i l l have to expand to f u l l - l i n e 



o p e r a t i o n s , handl ing the items shown in Table 9.13. Major ad jus t-
ments in management and technology w i l l be requ i red to handle an 
en larged product l i n e . A more aggress i ve purchasing p o l i c y w i l l 
a l so have to be pursued, s ince i t w i l l be necessary fo r the la rge-
sca l e who lesa le r to r a t i o n a l i z e the channel . 

To achieve s ca l e at who l esa l e , however, i t w i l l be necessary 
to i nc rease s ca l e at the r e t a i l l e v e l , although not to the extent 
suggested in Table 9.15. Volume on the order of $1,000 to $2,000 
per week may be s u f f i c i e n t to prov ide the s ca l e needed fo r mixed-
margin r e t a i l i n g . The w h o l e s a l e r , in h is ro l e as channel coordi-
na to r , would bear the burden of reducing a c q u i s i t i o n cos t s . Whi le 
r e t a i l margins would probably not be reduced to the extent suggest-
ed in Table 9.13, the manageria l requirements of sma l l e r opera t ions 
would be l ess taxing and thus , perhaps, more f e a s i b l e . In order 
f o r the who lesa le r to operate at minimum cost and mark-up, f i rm 
purchasing commitments from a group of i n t e rmed ia t e-sca l e r e t a i l e r s 
would be needed. 

This t h i r d op t ion , then, would prov ide a second route to 
ga in ing sca l e in the urban market ing of foods other than f resh 
f r u i t s and vege tab les . More d e t a i l e d on-s i te a n a l y s i s of the 
a v a i l a b i l i t y of ent repreneurs and costs would be necessary before 
f i n a l dec i s ions could be made. 

I t w i l l probably be some time before there are major changes 
in the r e t a i l i n g of f resh f r u i t s and vege tab les . Margins at the 
r e t a i l l e v e l are not high fo r p e r i s h a b l e s . However, the small 
s c a l e of opera t ions has had c e r t a i n e f f e c t s on the channel system. 
There i s l i t t l e oppor tun i ty fo r s ca l e at the wholesa le l e v e l , 
g iven the fragmented purchasing by r e t a i l e r s . S p o i l a g e , wh i l e 
not o ve r l y h igh , i s neve r the l ess c o s t l y and u n l i k e l y to be reduced 
unless be t t e r handl ing methods are imposed on the channel . S ince 
each r e t a i l e r does her own purchas ing , there i s an excess i ve 
amount of i n t r a - c i t y t r a v e l by r e t a i l e r s , each of whom hauls small 
q u a n t i t i e s of produce to her market s t a l l . 

The p o t e n t i a l f o r s c a l e e x i s t s at each pub l i c market i f re-
t a i l e r s could be induced to p a r t i c i p a t e in a coopera t i ve buying 
e f f o r t . The assured volume thus developed would permit improved 
technology in packaging and handl ing at var ious l e v e l s in the chan-
n e l , w i th a t tendant reduct ion in spo i l age and cos t s . Volume pur-
chasing by r e t a i l e r groups would f o s t e r the development and opera-
t i on of l a r g e - s c a l e w h o l e s a l e r s , who would take over the i n t r a - c i t y 
t r anspo r t of produce, thus reducing or e l i m i n a t i n g the present move-
ment of r e t a i l e r s in to and out of the major wholesa le a reas . 



I t i s at the wholesa le and assembly points tha t s ca l e opera-
t ions are most urgent l y needed in f r esh f r u i t and vegetab le market-
ing. At the wholesa le l e v e l , operators are gene r a l l y very small 
s c a l e . Margins are over 20% at t h i s po in t in the channe l , and must 
be t h i s high to provide even a marginal re turn to the en t repreneur , 
g iven the high degree of s p e c i a l i z a t i o n and the low l e v e l of s a l e s . 
For who lesa le rs — as fo r r e t a i 1 ers--no reduct ion in margins i s pos-
s i b l e w i thout s c a l e and a wider product assortment. To ach ieve 
these , s u b s t a n t i a l changes in managerial p r a c t i c e s and techno log i-
ca l inputs are needed. 

Oppor tun i t i es fo r lowered cost are l i k e l y to be found in 
spo i l age reduct ion and more e f f i c i e n t purchasing of supp l i e s . 
Whi le spo i l age ra tes were not as high as might be expected, there 
are s t i l l oppor tun i t i e s fo r improvement. For example, complete g 
spo i l age loss fo r who lesa le rs i s approximately 15% fo r bananas 
and tomatoes. In a d d i t i o n , 15 to 20% of sa l es in these products 
are made at reduced p r i c e because of spo i l age . In p a r t , spo i l age 
represents the lack of adequate s torage and handl ing at the whole-
s a l e r ' s p lace of bus iness . Necessary phys i ca l improvements are 
u n l i k e l y to be made by sma l l - sca l e operators whose " p r o f i t s " bare-
l y prov ide a l i v i n g wage. To the extent tha t spo i l age i s a func-
t i on of poor handl ing enroute to the who l e sa l e )—and th i s i s 
undoubtedly a major f ac to r—changes are l i k e l y to be made only i f 
investment in handl ing and packaging equipment i s made. At the 
present stage of farm and assembly ope r a t i ons , such investment 
w i l l probably not be forthcoming from these channel p a r t i c i p a n t s . 
Aga in , then, only l a r g e - s c a l e who lesa le rs are l i k e l y to be able 
to take the lead in spo i l age reduct ion in assembly and t r a n s p o r t . 

A f i n a l area in which r a t i o n a l i z a t i o n of pe r i shab les i s pos-
s i b l e i s in the purchasing s tage . Many of the who lesa le rs i n t e r -
viewed went to the ru r a l f a i r s to buy t h e i r produce. Transport 
and personal expenses averaged 10% of the sa l es d o l l a r for potato 
and vegetab le who lesa le rs and over 50% f o r banana who l e sa l e r s . 
S ince not a l l who lesa le rs went to the country to buy, i t i s c l e a r 
tha t t h i s cost category i s even higher fo r those who do make buy-
ing t r i p s . I t would seem to be h igh ly i n e f f i c i e n t fo r a number of 
small who lesa le rs to be making repeated t r i p s to the ru ra l areas 
fo r s u p p l i e s . R a t i o n a l i z a t i o n should be poss ib l e e i t h e r through 

o 
Some est imates suggest spo i l age ra tes of 20 to 25% fo r 

bananas are common. 



s c a l e a t t a i nmen t a t the i n d i v i d u a l f i r m l e v e l or c o o p e r a t i v e buy-
ing arrangements a t the m u l t i - f i r m l e v e l . 

U n f o r t u n a t e l y , data do not e x i s t to permi t pro-forma p r o j e c -
t i o n s under c o n d i t i o n s of i n c r e a s e d s c a l e in the w h o l e s a l i n g of 
p e r i s h a b l e s . The best t h a t can be s a i d i s t h a t s c a l e needs to be 
deve loped a t some p o i n t in the channel and the who l e sa l e s tage 
appears to be a promis ing p o i n t of e n t r y . Wh i l e an i n c r e a s e in 
s c a l e a t the assembly po in t s may a l s o be d e s i r a b l e , t he re are a 
s u f f i c i e n t number of f a i r s and r u r a l markets a t the p resen t t ime 
to permi t l a r g e - s c a l e w h o l e s a l e r s to ob t a i n t h e i r s u p p l i e s w i t hou t 
e x c e s s i v e d i f f i c u l t y . 

The po in t cannot be emphasized too much, however , t h a t any 
s i g n i f i c a n t i n c r e a s e i n s c a l e at the who l e sa l e l e v e l w i l l not be 
p o s s i b l e un less arrangements can be made f o r aggregate purchas ing 
a t the r e t a i l l e v e l . Wh i l e the p resen t s m a l l - s c a l e r e t a i l e r s may 
cont inue to e x i s t , i t i s e s s e n t i a l to c o n s o l i d a t e t h e i r pu r chas ing . 

T ruck ing and Assembly Opera t ions 

A c r i t i c a l l i n k i n g f u n c t i o n between the r u r a l and urban areas 
i s performed by the t r u c k i n g i n d u s t r y . The data show t h a t t r u c k e r s 
r a r e l y perform o the r than a t r a n s p o r t a t i o n f u n c t i o n , i . e . , on ly 
o n e - f i f t h r epo r t ed buying and s e l l i n g a g r i c u l t u r a l products as a 
p a r t of t h e i r bus iness o p e r a t i o n s . For the most p a r t , t r u c k i n g 
appears to be a f i n a n c i a l l y unrewarding bus i ne s s . Our data show 
t h a t the average t r u c k e r i s o p e r a t i n g a t a l o s s when d e p r e c i a t i o n 
i s taken i n t o account . However, f o r many campesinos and assemblers 
on the A l t i p l a n o , t r u c k i n g i s a p r e s t i g e o c cupa t i on . Thus, t he re 
i s a ready supply of new e n t r a n t s i n t o the i n d u s t r y , e n t r a n t s who 
are l a r g e l y u n s k i l l e d in bus iness p r a c t i c e s . At the same t i m e , 
i n t e r n a t i o n a l t ruck manufac tu re rs , p r i n c i p a l l y J apanese f i r m s , are 
o f f e r i n g s m a l l e r t r u cks f o r lower down payments and w i th l onge r re-
payment s chedu l e s . The r e s u l t s of these two f o r c e s has been a 
r a p i d l y i n c r e a s i n g t ruck p o p u l a t i o n . 

There has been c o n t i n u i n g downward movement i n r a t e s , p a r t i a l -
l y because of c o m p e t i t i v e p ressu res and, one s u s p e c t s , p a r t i a l l y 
because t r u c k e r s do not know t h e i r t r ue t o t a l c o s t s . Whi le low or 
n o n - e x i s t e n t p r o f i t s may p r o p e r l y be cons ide red a p r i v a t e m a t t e r , 
the e f f e c t of c u t - t h r o a t compe t i t i on on the f u t u r e demand f o r 
t r u c k s may a l s o be cons ide red a ma t t e r f o r p u b l i c concern in a 
count ry so dependent on t ruck t r a f f i c . Whether e x i s t i n g en t r ep r e-
neurs w i l l have the f i n a n c e s to r e p l a c e t h e i r p r e sen t t rucks--wh ich 



wear out in th ree to four years in i n t e r - c i t y hau ls-- i s problem-
a t i c . The low r a t e of p r o f i t s and the over-supply of used t rucks 
in the market may ac t in concer t to s u b s t a n t i a l l y reduce the truck 
popula t ion s u i t a b l e fo r long d i s t ance hau l s . 

In terms of opera t ing problems, two main d i f f i c u l t i e s develop 
from the research data . F i r s t , ob ta in ing f r e i g h t i s a time-consum-
ing and uncer ta in process fo r the t r u c k e r . There are few f r e i g h t -
forwarding o f f i c e s , and no pub l i c f r e i g h t forwarders who work the 
i n t e r i o r of B o l i v i a . Second, the growth of r e p a i r f a c i l i t i e s and 
the a v a i l a b i l i t y of t r a i n e d mechanics have not kept pace wi th the 
i nc rease in the t ruck f l e e t . In a d d i t i o n , stocks of t ruck par ts 
are r epor ted l y inadequate and high p r i c ed . Down-time fo r r epa i r s 
appears excess i ve . I t should be noted tha t few t rucke rs repor ted 
d i s s a t i s f a c t i o n wi th present cond i t ions in the La Paz termina l mar-
kets . P laces and time of departure and a r r i v a l appear to be we l l 
known by those using t rucks . Congestion i s not pe rce i ved to be a 
major problem by the t r u c k e r s . 

The ro le of the country assembler in the d i s t r i b u t i o n of food 
i s not as c l o s e l y def ined as we would l i k e . At any po in t in t ime , 
market p a r t i c i p a n t s may perform a number of func t ions or bypass cer-
t a i n i n s t i t u t i o n s in the channel . A v a i l a b l e data show t h a t , f o r 
most products , the country assembler adds 10 to 20% to the r e t a i l 
p r i c e of p e r i s h a b l e s . Value added i s h igher in r i c e and bananas, 
where f r e i g h t and s p o i l a g e , r e s p e c t i v e l y , are major costs in the 
system. Gross margins obta ined by country assemblers are of the 
same order of magnitude as those found fo r r e t a i l e r s and wholesa l-
ers of p e r i s h a b l e s . I t i s l i k e l y tha t assembler opera t ions are not 
h igh l y p r o f i t a b l e , although we do not have s p e c i f i c data on t h i s 
po in t . 

Given the present food product ion system, country assemblers 
perform a v i t a l func t ion as i n t e rmed i a r i e s between small farmers 
and small who lesa le rs and r e t a i l e r s . However, the i n t r o d u c t i o n of 
l a r g e - s c a l e who lesa le rs and r e t a i l e r s i n to La Paz could we l l change 
the ro l e of assemblers . In such a case , we could expect backward 
i n t e g r a t i o n and reduced costs because of s c a l e , lessened s p o i l a g e , 
f a vo rab l e t r anspor t r a t e s , e t c . The assembler would s t i l l have an 
important ro l e to p l a y , however, in connect ing the farmer w i th towns 
and c i t i e s outs ide the La Paz market a rea . 

Assemblers in the Santa Cruz area appear most l i k e l y to be 
able to respond to change, perhaps even to ac t as agents f o r l a rge-
sca l e who lesa le rs and r e t a i l e r s in La Paz. Cochabamba assemblers 



seem to be l e s s l i k e l y to respond to dynamic change; Rio Abajo-
A l t i p l a n o assemblers a re probab ly i n c a p a b l e of responding pos i-
t i v e l y to change. 

Rura l Respons iveness to Marke t ing Reforms 

There are encourag ing s igns t h a t the a g r i c u l t u r a l s e c t o r i s 
capab le of responding to demands made upon i t by the urban masses. 
The r e l a t i v e s t a b i l i t y of food p r i c e s in the 1957-66 p e r i o d , as 
w e l l as the mix a v a i l a b i l i t y , suggest t h a t farmers have been 
r e a c t i n g w e l l to market s i g n a l s . A v a i l a b l e data show t h a t the 
farmer i s a c t i v e l y engaged in marke t ing h i s p roduct a t v a r i o u s 
po in t s i n the channe l . F u r t h e r , he i s unencumbered by s p i r i t u a l 
or f a m i l y r e l a t i o n s h i p s , and ope ra tes on a s t r i c t l y commercial 
b a s i s . The t r a d i t i o n a l view t h a t the B o l i v i a n farmer i s remote 
from the market economy i s no longer t r ue f o r many r u r a l p roduce r s . 

There are many l i m i t i n g f a c t o r s which i n h i b i t farmers from 
i n c r e a s i n g t h e i r ou tpu t . Among the more impor tan t f a c t o r s are 
(1 ) f u t u r e p r i c e e x p e c t a t i o n s and (2 ) the u n c e r t a i n t y about the 
l e v e l of demand i n f i n a l buyer markets r e l a t i v e to the supply 
a v a i l a b i l i t y . These f a c t o r s are more t roublesome whenever t he r e 
i s a l a ck of i n f o r m a t i o n about marke t ing c o n d i t i o n s , and/or a 
l a ck of i n su rance a g a i n s t marke t ing u n c e r t a i n t i e s . Both of these 
f a c t o r s a c t to minimize the exposure or r i s k wh i ch , g i ven the 
l i m i t s of t h e i r c a p i t a l r e s o u r c e s , market p a r t i c i p a n t s a re l i k e l y 
to t o l e r a t e . 

When market reforms do i n f a c t reduce r i s k s , then added 
c a p i t a l and more t e c h n o l o g i c a l op t ions may be welcomed by the more 
i n n o v a t i v e p roduce r s , and hence r e s u l t i n a p o s i t i v e supply re-
sponse, i . e . , an expans ion of p r o d u c t i o n , and h o p e f u l l y , lower per-
u n i t c o s t s . 

One example of output expans ion i s found i n the r e a c t i o n s of 
B o l i v i a ' s r i c e producers to a s e r i e s of market reforms i n i t i a t e d 
by the government i n the p e r i o d from 1959 to 1965. During the ten-
y e a r pe r i od from 1958 to 1967, r i c e p roduc t i on i n c r e a s e d t h r e e f o l d , 
enab l i ng B o l i v i a to s h i f t from being a major impor t e r of r i c e to a 
p o s i t i o n of s e l f - s u f f i c i e n c y , even though domest ic consumption 
i n c r e a s e d . The d i s c u s s i o n which f o l l o w s c o n c e n t r a t e s p r i m a r i l y on 
the e f f e c t s of market reform programs i n the Santa Cruz a r e a , 

g 
where 85 to 90% of B o l i v i a ' s r i c e i s grown. 

9 
For a thorough rev iew and a n a l y s i s of government r i c e pro-

grams, see Donald G. T a i l by , Bolivian Rioe Marketing: Steps to 



Whi l e i t i s a lways d i f f i c u l t to p i n p o i n t cause and e f f e c t 
r e l a t i o n s h i p s in s o c i a l and economic phenomena, e s p e c i a l l y a few 
y e a r s a f t e r the f a c t , the response of Santa Cruz r i c e farmers to 
government a c t i o n s suggests p o s s i b i l i t i e s f o r programs in o the r 
areas of B o l i v i a . A note of c a u t i o n must be i n t e r j e c t e d , however . 
The data i n Chapter 7 i n d i c a t e t h a t Santa Cruz farmers are in many 
ways d i s t i n c t i v e l y d i f f e r e n t from t h e i r c o u n t e r p a r t s in o the r 
a reas of the c o u n t r y . Programs to induce producer response must 
t h e r e f o r e take i n t o account l e v e l s of l i t e r a c y and e d u c a t i o n , con-
f i d e n c e in the government, e x p e c t a t i o n s f o r the f u t u r e , e t c . Sub-
s t a n t i a l t e c h n i c a l and c r e d i t i npu t s may be needed to o b t a i n the 
d e s i r e d response . 

Beg inn ing w i t h the 1953 government plan f o r economic d i v e r s i -
f i c a t i o n , B o l i v i a sought to s t i m u l a t e domest ic p roduc t i on of food-
s t u f f s and to c u r t a i l the need f o r impor t s . S i n c e t h a t date t he r e 
have been s e v e r a l impor tan t f a c t o r s s t i m u l a t i n g r i c e p r o d u c t i o n . 
The comple t ion of a road from Cochabamba to Santa Cruz in 1954 
brought about s i g n i f i c a n t commercial l i n k a g e s between the A l t i p l a n o 
and the lowlands of Santa Cruz. A l s o , c o l o n i z a t i o n was used as 
p a r t of the B o l i v i a n government program to encourage the a g r i c u l -
t u r a l development of Santa Cruz. Other programs and f a c i l i t a t i n g 
s e r v i c e s such as new land openings and Un i ted S t a t e s suppor t pro-
grams were i n i t i a t e d i n the l a t e r 1950s. 

In 1959 the f i r s t of s e v e r a l r i c e programs was i n s t i t u t e d . 
Th is program's major goal was to help the count ry a c h i e v e s e l f -
s u f f i c i e n c y i n r i c e . The program was des igned to s t i m u l a t e i n c r e a s -
ed r i c e p roduc t i on by a s s u r i n g producers a f a v o r a b l e r e t u r n on 
t h e i r i n ves tmen t . Tab le 9.17 shows the p roduc t i on of r i c e f o r 
B o l i v i a s i n c e the i n i t i a t i o n of these e a r l y programs. The assur-
ance g i ven to the farmers was a r e l a t i v e l y high f l o o r p r i c e . Wi th 
t h i s high p r i c e , the government expected to see i n c r e a s e d produc-
t i o n i n succeed ing y e a r s , s i n c e the f a r m e r s ' p r i c e and market un-
c e r t a i n t i e s were reduced. 

One e f f e c t of the f l o o r p r i c e announced i n 1959 was to s t im-
u l a t e i n c r e a s e d p l a n t i n g of r i c e f o r 1960. To cope w i t h the 
problem of marke t ing the c r o p , the B o l i v i a n government employed as 

Improvement ( La Paz , B o l i v i a : USAID, 1966). A r ev i ew and a n a l y s i s 
of the marke t ing system f o r r i c e grown in the Santa Cruz area i s 
g i ven by Michae l Moran in An Evaluation of Market Coordination in 
the Bolivian Rice Industry (Unpub l i shed M a s t e r ' s T h e s i s , M ich igan 
S t a t e U n i v e r s i t y , 1968). Th is s e c t i o n i s d e r i v e d from the above 
works . 



t o o l s a c r e d i t program and a f l o o r p r i c e on the s a l e of r i c e . 
The f l o o r p r i c e was in tended to p reven t p r i c e s from f a l l i n g below 
p roduc t i on cos t dur ing the peak marke t ing season , when output i s 
o f t e n dumped on the market by farmers in urgent need of cash . 

Tab le 9.17 R i ce P roduc t i on and the R e t a i l P r i c e 
of R i c e i n La Paz , 1958-1967 

R e t a i 1 P r i ce 
i n La Pazb 

P r o d u c t i ona ( a ve r ag e p r i c e 
Year ( i n m e t r i c t ons ) i n US$ / k i l o ) 

1958 12.5 $0. 180 
1959 19.5 0. 202 
1960 23.3 0. 206 
1961 24.0 0. 262 h 
1962 24.0 0. 269 
1963 34.0 0. 237 
1964 27.1 0. 200 
1965 22.6 0. 204 
1966 33. 7 0. 256 
1967 42.7 -

a M i n i s t e r i o de Economia, Informe de Labores, May 1967, 
pp. 6 and 8. 

^ M i n i s t é r i o de Hac i enda , índice del Costo de Vida, No. 
49, December 1966. 

As B o l i v i a a t tempted to a ch i e ve s e l f - s u f f i c i e n c y in r i c e , 
one of the major i s sues f a c i n g the i n d u s t r y was t h a t of the r i c e 
marke t ing system. One of the marke t ing s ys t em ' s main problems 
was t h a t the r i c e growers were mortgaging t h e i r crops to a middle-
man or t r a d e r i n advance of h a r v e s t and were then f o r c e d to s e l l 
a t ve ry low p r i c e s in o rde r to repay t h i s debt . I t was hoped tha t 
a more adequate market ing and c r e d i t sys tem, t o g e t h e r w i th improv-
ed s t o r a g e f a c i l i t i e s , would permi t the grower to avo id d isadvan-
tages and r i s k s in n e g o t i a t i o n s w i th t r a d e r s and thus hold h i s 
crop o f f the market u n t i l he , h i m s e l f , cou ld b e n e f i t w i th a b e t t e r 
p r i ce . 

L a t e r in 1960, a n a t i o n a l r i c e committee was formed. Th is 
o r g a n i z a t i o n was des igned to a s s i s t in r a t i o n a l i z i n g the r i c e mar-
ke t i ng p roduce r s . The o r g a n i z a t i o n was c a l l e d the Na t i ona l R i ce 
Marke t ing Committee (CONCA). CONCA began as a semi-governmental 
i n s t i t u t i o n which was in tended to pass i n t o the c o n t r o l and owner-
sh ip of the growers and o p e r a t o r s . CONCA's o p e r a t i o n s were 
f i n a n c e d by U . S . c o u n t e r p a r t and P . L . 480 funds , and i n c l u d e d the 
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purchase, p rocess ing , and market ing of r i c e in a quan t i t y s u f f i -
c i e n t to mainta in a minimum p r i c e to growers. 

The na t iona l r i c e program to be implemented through CONCA 
was to focus on the f o l l ow ing p o i n t s : 

1. Technica l a s s i s t ance in land use and use of f e r t i -
l i z e r s and i n s e c t i c i d e s and in ha rves t ing and product 
handl ing techn iques . 

2. A d m i n i s t r a t i v e guidance to coope ra t i v e s . 
3. A s tandard grading system fo r r i c e . 
4. Minimum pr i ces to producers fo r each grade of r i c e . 
5. Ass i s tance to process ing p l an t s and p rov i s i on f o r 

more adequate equipment to be used by them. 
6. P r o v i s i on fo r storage f a c i l i t i e s fo r rough and pro-

cessed r i c e . 
7. Creat ion of a market ing system wi th equ i t ab l e p r i ces 

to consumers. 

Funds were a l so prov ided fo r a warrant loan program and a 
loan fo r the purchase of process ing equipment and bu i l d ing con-
s t r u c t i o n . The warrant loan program wi th CONCA worked in the 
fo l l ow ing manner. Funds were made a v a i l a b l e to CONCA to purchase 
r i c e at harvest t ime. Other funds were designated fo r Grace and 
Hansa (two l a rge La Paz impor te r-who lesa le rs ) , who would pay CONCA 
and s to re the r i c e u n t i l author ized to s e l l i t by CONCA at a p r i c e 
se t by the Agency. Upon the sa le of the r i c e , the company would 
use the proceeds to pay back the loan . Grace and Hansa rece i ved 
a commission fo r handl ing t h e i r end of the ope ra t i on . 

I t was hoped tha t CONCA's purchases at harves t t ime, when 
p r i c e s were low, would tend to br ing p r i c e s up fo r the grower; and, 
by s to r i ng some quan t i t y over the y e a r , year-end p r i c e inc reases 
fo r the consumer would be dampened. In t h i s way, p r i c e f l u c tua-
t ions would be avo ided, the farmers would r e ce i ve p r i c e s at l e a s t 
equa l ing t h e i r cost of p roduc t ion , and the consumer would pay an 
equ i t ab l e p r i c e . 

Thus, by Ap r i l 1959 producers began to r e ce i v e f i n a n c i a l a i d . 
The 1959 marketing program was not too s u c c e s s f u l , however, because 
government purchasing was s t a r t e d too l a t e ( a f t e r h a r v e s t ) , and 
was too small in volume to a id more than a few growers. The r e t a i l 
p r i c e of r i c e in La Paz in 1959 appears to r e f l e c t t h i s s i t u a t i o n 
(see Table 9 .17 ) . One e f f e c t of the announced f l o o r p r i c e in 1959 
was to s t imu la t e inc reased p l an t i ng of r i c e fo r 1960. According 
to the M i n i s t r y of Economy f i g u r e s (Table 9 . 1 7 ) , product ion rose 
from 19.5 thousand met r i c tons in 1959 to 23.3 in 1960. R ice pro-
duct ion inc reased s l i g h t l y in 1961, but remained the same in 1962. 



The 1962 f i gu re may be exp la ined by a severe drought which caused 
r i c e product ion to be lower than p r e v i ous l y es t imated . However, 
the r e t a i l p r i c e of r i c e in La Paz remained qu i t e s t ab l e (see 
Table 9 .17 ) . 

A c t u a l l y , the 1962 warrant r i c e was not so ld during the year-
end per iod of 1962, but remained i n t a c t u n t i l September 1963, when 
i t was so ld to COM IBOL ( the na t i ona l t i n mines ) . 

CONCA's attempts to i nc rease r i c e output met w i th success . 
B o l i v i a did ach ieve s e l f - s u f f i c i e n c y in r i c e product ion . However, 
CONCA bought the r i c e at p r i c es above those tha t could be obta ined 
fo r the sa l e of r i c e , thus oversupport ing the market. At the 
demand of the Banco A g r í c o l a , CONCA's assets were turned over to 
i t f o r l i q u i d a t i o n . The demise of CONCA and the consequent p r i c e 
drop a f f e c t e d product ion fo r the years 1964 and 1965 (see Table 
9 .17 ) . When CONCA stopped opera t ing in mid-1963, r i c e growers 
feared that there would be no support p r i c e fo r r i c e , and were 
discouraged from p lan t ing the 1964 crop. This proved somewhat 
j u s t i f i a b l e , fo r in 1964 p r i c e s f e l l s u b s t a n t i a l l y . This tended 
f u r t h e r to d iscourage r i c e p roduc t ion , so tha t even fewer hectares 
were p lanted fo r the 1965 crop y e a r , and product ion dropped from 
27.1 thousand met r i c tons in 1964 to 22.6 in 1965. 

Although CONCA never handled more than 6% of the crop ( i n 
1962), i t s i n t r oduc t i on was fo l lowed by a s i g n i f i c a n t product ion 
i n c r e a s e , suggest ing that expec ta t ions were an important f a c t o r 
in producer response. However, CONCA's ambit ious program u l t imate-
ly gave d i sappo in t ing r e s u l t s , both f i n a n c i a l l y and a d m i n i s t r a t i v e -
l y . Reasons fo r t h i s disappointment inc lude (1) a l ack of funds 
at the appropr ia te time (which c u r t a i l e d CONCA from t ime ly purchas-
ing of r i c e , (2) CONCA's buying p r i c e was too high r e l a t i v e to i t s 
s e l l i n g p r i c e , (3) poor account ing p r a c t i c e s were fo l lowed and 
ques t ionab le loans were made, (4) there was i l l e g a l specu l a t i on by 
some of CONCA's agents , and (5) management was poor. 

When CONCA was d i s s o l v e d , the r i c e growers were once again 
faced wi th the old marketing system wi th i t s many abuses: lower 
p r i c e s , mortgaging of crops at high i n t e r e s t r a t e s , and being 
forced to s e l l e a r l y . 

A f t e r the f a i l u r e of CONCA, the next major attempt to cont ro l 
the p r i c e of r i c e in a manner f avo rab le to both producer and consum-
er was the Federacion Nacional de Coope ra t i v i s t a s Arrozeras (FENCA). 
FENCA had i t s o f f i c i a l i n cep t i on in February of 1965. 

FENCA's general opera t ions inc luded : (1) co-op a c t i v i t i e s to 
admin is te r loans to fa rmers , (2) a marketing and c r e d i t program, 



and (3) r i c e m i l l opera t ions on a pa r tne rsh ip bas is wi th co-ops to 
process r i c e fo r members of a f f i l i a t e d co-ops. By mid-1966, l e ss 
than 5% of the r i c e growers were members of FENCA and marketed l ess 
than 7% of the na t iona l r i c e . FENCA did not prov ide the so l u t i on 
to B o l i v i a ' s r i c e product ion market ing problem. I t s costs were 
h igher than those of p r i v a t e m i l l s and merchants in the same indus-
t r y . 

The government has gene r a l l y a l lowed f r ee market fo rces to 
determine the p r i c e of r i c e in recent y e a r s . A f i xed p r i c e p o l i c y 
at the r e t a i l l e v e l has been attempted, but w i thout much success . 
In recent y e a r s , e s p e c i a l l y 1966-67, r i c e product ion has inc reased 
cons ide rab l y . The la rge inc rease in 1967 was due to the use of 
newly c l ea red land fo r r i c e c u l t i v a t i o n . This land c o n s t i t u t e d 
approximately two-th i rds of the 1967 crop land. Very f a vo rab l e 
weather cond i t ions a lso con t r ibu ted to inc reased output . 

In conc lus ion , supply response to government product ion and 
marketing programs seems to have had a s u b s t a n t i a l e f f e c t on r i c e 
producers in the Santa Cruz area . I t becomes e v i d e n t , however, 
tha t any success fu l market reform program requ i res harmonious coor-
d ina t i on of a l l stages of the product ion and marketing process . 
Reforms should con t r i bu te to the improvement of a l l stages in the 
p r o d u c t i o n - d i s t r i b u t i o n system of r i c e i f they are to enhance improve-
ment of the r i c e i n d u s t r y . 

I t appears tha t producers of crops other than r i c e w i l l a l so 
respond to market reforms by i n c r eas ing product ion . I f g rea t r i s k 
and unce r t a i n t y p r e v a i l in the market , product ion w i l l probably 
tend to decrease. Not a l l f a rmers , however, have the capac i t y to 
i n c r ease product ion in response to inc reased demand s i t u a t i o n s . 
The present and po t en t i a l supply responsiveness in p r i m i t i v e areas 
must be c a r e f u l l y cons idered. Supply response programs, as in the 
case of r i c e , presuppose tha t many bas ic farm inputs are a v a i l a b l e . 
Thus, a v a i l a b l e i n p u t s , producers ' c a p a b i l i t i e s , and e x i s t i n g mar-
ket and economic environments w i l l be important f a c t o r s determining 
areas wi th more or l ess c a p a b i l i t y of supply response. 

As we look at the personal and marketing c h a r a c t e r i s t i c s of 
farmers in d i f f e r e n t r eg ions , c e r t a i n pa t te rns emerge which bear 
on supply response to market ing s t i m u l i . Santa Cruz farmers are 
b e t t e r educated, more exposed to mass media, and more committed to 
the land than are farmers in other a reas . They have a l ready shown 
by t h e i r response to past government r i c e programs t h a t , g iven 
proper i n c e n t i v e s , they are capable of r a p i d l y i n c reas ing supply . 
The data suggest they w i l l be equa l l y respons ive in the f u t u r e . 



The degree of producer response which can be e l i c i t e d in the 
o the r producing areas s t u d i e d i s l e s s c e r t a i n . Yungas farmers may 
prove r e c e p t i v e to programs d i r e c t e d a t them. As r e cen t c o l o n i s t s , 
they have to some ex ten t shown t h e i r w i l l i n g n e s s to take r i s k s . 
They appear to be concerned w i t h i n v e s t i n g in t h e i r farms. The high 
l e v e l of c o o p e r a t i v e membership cou ld p rov i de a channel f o r the in-
t r o d u c t i o n of reforms and group e f f o r t s . 

Rio A b a j o - A l t i pi ano and Cochabamba farmers appear to be l e a s t 
s u s c e p t i b l e to change. Recent bad wea ther and the longer- te rm im-
pac t of imports of P . L . 480 wheat may be the cause of pessimism in 
Cochabamba. S i n c e the area i s , a t the p resen t t i m e , an impor tan t 
source of many v ege t ab l e s f o r the c i t y of La Paz , ex t r a e f f o r t s may 
be needed to evoke the d e s i r e d response . Wh i le c o n d i t i o n s i n many 
areas of the A l t i p l a n o are a d m i t t e d l y h a r s h , t he re a re n e v e r t h e l e s s 
o p p o r t u n i t i e s f o r i n c r e a s e d p r o d u c t i v i t y . 1 0 However, s t rong e f f o r t s 
in terms of both t e c h n i c a l a i d and adequate p r i c e support and cred-
i t programs w i l l have to be made to reach these f a rme r s . 

F i n a l l y , as we view the r u r a l p roduce r , i t becomes c l e a r t h a t 
the manufac tu re rs and marke te rs of farm inpu t s and consumption goods 
have not deve loped adequate communication or d i s t r i b u t i o n channe ls 
i n t o the r u r a l a r e a s . The coun te r f l ow study suggested the degree 
to which the campesino i s aware of p r o d u c t s , and the degree to 
which he i s a consumer of many manufactured goods. However, the 
r u r a l f a i r s (which cou ld be the most conven i en t purchase l o c a t i o n s ) 
a re h i g h - c o s t , perhaps 20% h ighe r than La Paz p r i c e s . There i s a 
need, t hen , f o r the urban manufac tu re r and/or marke te r to cons i de r 
r e a l i s t i c a l l y the s i z e of the r u r a l market and to take a p p r o p r i a t e 
s teps to reach t h a t market . 

A g r i c u l t u r a l exper iments by Peace Corps Vo lun t ee r s have 
shown t h a t po ta to y i e l d s can be i n c r e a s e d t e n f o l d ove r t r a d i t i o n a l 
y i e l d s through the use of improved seeds , f e r t i l i z e r s , and i n sec-
t i c i d e s . However, as expec ted , i t has proved d i f f i c u l t to o b t a i n 
needed ex tens ion s e r v i c e and to ga in the campesino's c o o p e r a t i o n . 



CHAPTER 10 

CONCLUSIONS AND RECOMMENDATIONS 

At the outse t of t h i s repor t a s t r a t egy was suggested fo r 
s t i m u l a t i n g economic development by improving the marketing sys-
tem. E s s e n t i a l l y , i t was proposed tha t the goals of inc reased 
gross product and more equ i t ab l e income d i s t r i b u t i o n could be 
fos t e r ed by market reforms. This repor t prov ides a d e s c r i p t i v e 
a n a l y s i s which serves as a bas is f o r a market ing reform program 
in La Paz and the foodshed se rv ing tha t community. 

As we have seen, the case fo r marketing reform i s no t , at 
f i r s t g l ance , an apparent ly compel l ing p r i o r i t y . There i s a 
wide v a r i e t y of food a v a i l a b l e in the many markets of La Paz. 
Diets appear reasonably adequate even fo r low income groups. 
Food p r i ces have inc reased l ess than the average cost of l i v i n g 
s ince 1958, although the p r i c e of food rose sharp ly from 1965 to 
1 966. 

The opt ion of l e av ing th ings a lone , however, i s a f f e c t e d 
by seve ra l important f a c t s . The s t r u c t u r e of commerce i t s e l f i s 
a heavy burden on the low income people of La Paz , who spend an 
average of 66% of t h e i r income on food. Market ing p a r t i c i p a n t s 
are too numerous and the system too fragmented to be e f f i c i e n t in 
terms of inducing supply expansion and minimizing mark-ups from 
farmer to consumer. 

F u r t h e r , the c i t y of La Paz i s growing at the ra te of about 
6% per y e a r . There i s some quest ion whether the present market 
i n s t i t u t i o n s and supply channels can stand s t i l l and cont inue to 
prov ide adequate food supp l i es at a s t ab l e p r i c e fo r a r a p i d l y 
growing popu la t ion . 

Lacking the appropr ia te c r e d i t and c r e d i t i n s t i t u t i o n s as 
we l l as t e chn i ca l a s s i s t a n c e , the present marketing system i s not 
l i k e l y to respond adequately to fu tu re demands. L a t e r in t h i s 
chapter we w i l l present some suggest ions fo r the types of c r e d i t 
t ha t seem to be necessary to break the deadlock, as we l l as a 
t e chn i c a l a s s i s t ance program to u t i l i z e expanded c r e d i t in the 
market ing system. We w i l l f u r t h e r i n d i c a t e the kinds of reforms 
of government p o l i c i e s and r egu l a t i ons tha t are necessary to make 
the expanded c r e d i t and t e chn i c a l a s s i s t ance programs f u n c t i o n a l . 

The recommendations o f f e r e d center around r a t i o n a l i z a t i o n 
of urban marketing i n s t i t u t i o n s and marketing programs designed 
to induce expanded output at the farm l e v e l . 
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Urban Marke t ing Reforms 

One of the most u r g e n t l y needed reforms i s the c r e a t i o n of 
l a r g e r - s c a l e r e t a i l i n g and w h o l e s a l i n g e s t a b l i s h m e n t s in the c i t y 
of La Paz. E x i s t i n g urban m a r k e t e r s , w i t h t h e i r low s a l e s volume 
and product s p e c i a l i z a t i o n , appear to be i n c a p a b l e of reduc ing 
the p resen t r e l a t i v e l y high margins on s t a p l e i t e m s , s i m p l i f y i n g 
the supply c h a n n e l , or i nduc ing the supply channel to p rov ide 
g r e a t e r output a t lower c o s t . Data p resen ted in Chapter 9 show 
the e f f e c t which i n c r e a s e d s c a l e a t the r e t a i l l e v e l cou ld have 
on f i n a l p r i c e s a t the consumer l e v e l . However, a number of 
s teps must be t aken , f o r v a r y i n g c l a s s e s of food p r o d u c t s , to 
r a t i o n a l i z e the urban market ing system. 

I t i s not to be expec ted , of c o u r s e , t h a t the food d i s t r i b u -
t i o n system can be t rans formed o v e r n i g h t . I ndeed , s u b s t a n t i a l s o c i a l 
w e l f a r e problems could a r i s e i f too r a p i d a s h i f t from a t r a d i t i o n a l , 
s m a l l - s c a l e d i s t r i b u t i o n system to a modern, l a r g e - s c a l e system 
were e f f e c t e d . Only a smal l pe rcen tage of the e x i s t i n g r e t a i l e r s 
and w h o l e s a l e r s of food products appear capab le of s u r v i v a l in a 
h i g h l y c o m p e t i t i v e env i ronment . As we have seen , many p a r t i c i p a n t s 
in the food d i s t r i b u t i o n system support t h e i r f a m i l i e s s o l e l y from 
the proceeds of t h e i r b u s i n e s s . 1 The phased program which we 
e n v i s i o n should permi t g r a d u a l , but m e a n i n g f u l , modern iza t ion of 
the food d i s t r i b u t i o n system. 

A major impediment to the e s t a b l i s h m e n t of a modern food 
d i s t r i b u t i o n system i s the apparent l a ck of management t a l e n t in 
the e x i s t i n g sys tem, e s p e c i a l l y a t the r e t a i l l e v e l . I t i s c l e a r 
t h a t to reap the f u l l b e n e f i t s of modern iza t ion and s c a l e en t r e-
preneurs must be found who p e r c e i v e the p o s s i b i l i t i e s of high 
volume, low margin o p e r a t i o n s . In a d d i t i o n , these change agents 
must take the merchand is ing steps--beyond those of p r i c e r educ t i on--
necessary to ob t a i n high s a l e s volume. The most l i k e l y source of 
en t r ep reneu r s in the p resent system i s from w i t h i n the ranks of 

2 
w h o l e s a l e r s . Qu i te c l e a r l y , t e c h n i c a l help must be p rov ided in 
o rder to assure the e s t a b l i s h m e n t of proper management p o l i c i e s 
and p r a c t i c e s . A d d i t i o n a l l y , commercial c r e d i t a t r easonab le 
r a t e s must be made a v a i l a b l e to the d i s t r i b u t i o n system. In the 

^ I t w i l l be r e c a l l e d , though, t h a t the f a m i l i e s of a substan-
t i a l m i n o r i t y of food r e t a i l e r s had o u t s i d e sources of income. 

2 
There are a l s o some r e t a i l e r s who have at tempted to move 

away from the t r a d i t i o n a l tienda o p e r a t i o n s . They are a source of 
e n t r e p r e n e u r i a l t a l e n t . 



p a s t , such c r e d i t has been l a r g e l y u n a v a i l a b l e to the p r i v a t e sec-
t o r and has s u r e l y impeded the r a t i o n a l i z a t i o n of food d i s t r i b u t i o n . 

Reforms in the Marke t ing of Non-Pe r i shab l es 

S u b s t a n t i a l r e d u c t i o n s on the o rder of 5 to 10% in the p r i c e 
of food can be ga ined by f u l l - l i n e r e t a i l i n g and w h o l e s a l i n g of a l l 
foods o the r than f r e s h f r u i t s and v e g e t a b l e s . Four s t a p l e s - - b e e f , 
b read , p o t a t o e s , and r i c e - - a c c o u n t f o r some 50% of the food budget 
of low and middle income f a m i l i e s . The key to i n c r e a s e d s c a l e and 
reduced p r i c e s i s the o f f e r i n g of a l l f ou r of these products through 
one o u t l e t . At the p r e sen t t i m e , beef i s so ld p r i n c i p a l l y through 
s p e c i a l i z e d s t a l l s in the m a r k e t p l a c e s . Bread and r i c e are gene ra l -
l y so ld a t the same r e t a i l o u t l e t . P o t a t o e s , a long w i th o t h e r vege-
t a b l e s and f r u i t s , are s o l d in the p u b l i c markets or by j s t r e e t ven-
dors . Very few r e t a i 1 e r s - - n o n e of them l a rge--and no w h o l e s a l e r s 
o f f e r a l l f ou r p roduc t s . 

Va r ious routes can be taken to a c h i e v e reforms in the urban 
market ing of these four s t a p l e s , as w e l l as s e l e c t e d foods and non-

3 
foods . The po in t of change can be a t the r e t a i l l e v e l , w i t h the 
f o s t e r i n g of l a r g e - s c a l e o u t l e t s . These o u t l e t s would fo rge new 
s u p p l i e r r e l a t i o n s h i p s , e i t h e r bypass ing e x i s t i n g channel members 
in t h e i r sea rch f o r low-cos t s u p p l i e r s or r e q u i r i n g p r e f e r e n t i a l 
t r ea tment in p r i c e and c r e d i t from p resen t s u p p l i e r s . Another 
po in t of en t r y i s a t the w h o l e s a l e l e v e l , w i t h l a r g e - s c a l e , f u l l -
l i n e who l e sa l e s u p p l i e r s a c t i n g i n c o o r d i n a t i o n w i t h a group of 
r e t a i l e r s , who would a l s o be f u l l - l i n e . I n c r e a s e d s c a l e over t h a t 
now a t t a i n e d by tiendas i s needed to permi t mixed-margin merchan-
d i s i n g and c a p i t a l inves tment to handle beef and p o t a t o e s , as w e l l 
as the more t r a d i t i o n a l dry goods. 

S e v e r a l p r i v a t e s e c t o r e f f o r t s are a l r e a d y under way to 
e s t a b l i s h l a r g e - s c a l e modern r e t a i l o u t l e t s . These e a r l y e n t r a n t s 
appear to be o r i e n t e d to the upper income f a m i l i e s and f o r e i g n 
co l ony . T h e i r e f f o r t s should be encouraged, even though t h e i r 
main i n i t i a l impact appears to be p r i m a r i l y on an income group 
not u r g e n t l y i n need of he lp . 

The support of modern r e t a i l i n g in high income areas i s 
urged f o r th ree r easons . F i r s t , the a g g r e s s i v e p r i c e and merchan-
d i s i n g p o l i c i e s of l a r g e - s c a l e ope r a t i ons are expected to put 
c o m p e t i t i v e p ressu res on tiendas i n t h e i r market a r e a s , as was the 

3 
See Tab le 9.13 f o r a suggested product mix f o r a f u l l - l i n e 

o u t l e t . 



case i n R e c i f e , B r a z i l . Second, t he r e i s l i k e l y to be a demonstra-
t i o n e f f e c t on o the r r e t a i l e r s , w i th these o p e r a t i o n s a t t r a c t i n g 
a d d i t i o n a l en t r ep reneu r s both from w i t h i n and w i t h o u t the p resen t 
food d i s t r i b u t i o n system. T h i r d , the e f f o r t s made by these e a r l y 
e n t r a n t s i n t o l a r g e - s c a l e r e t a i l i n g to c o o r d i n a t e supply channe ls 
should measurably pave the way f o r l a t e r e n t r a n t s . H o p e f u l l y , sup-
p l i e r s w i l l become accustomed to d e a l i n g d i r e c t l y w i th r e t a i l e r s 
who can assure some measure of s t a b l e demand and p r i c e . 5 

Depending on the s c a l e they a c h i e v e , and the degree of coor-
d i n a t i o n they deve lop w i t h l a r g e - s c a l e o u t l e t s i n low and middle 
income a r e a s , these new e n t r a n t s can p l ay a v i t a l r o l e in the mar-
ke t i ng of bee f . S i n c e o u t l e t s s e r v i n g d i f f e r e n t income l e v e l s w i l l 
have d i f f e r i n g demands f o r types of c u t s , a poo l ing of purchases or 
a c e n t r a l c a r c a s s - b r e a k i n g program i s d e s i r a b l e . 

In d i s c u s s i o n s w i t h producers who had at tempted in the pas t 
to i n s t i t u t e a more complex c u t t i n g sys tem, we were t o l d t h a t re-
t a i l e r s d id not have the t e c h n i c a l s k i l l s to permi t such a program. 
Hence, the need f o r t r a i n i n g and r e - o r i e n t a t i o n of e x i s t i n g prac-
t i c e s . 

A r e p o r t by A . F . G o l l n i c k to U S A I D / B o l i v i a i n c l u d e d the f o l l o w -
ing w i th regard to p r i c e c o n t r o l s . 

"We b e l i e v e t h a t the r e g u l a t i o n s as they now e x i s t , 
w i t hou t r ega rd f o r q u a l i t y or type of c u t , a re r e spons i -
b le f o r the genera l low s t anda rd of meat hand l ing in 
B o l i v i a . Th is goes r i g h t back to the l i v e animal s i n c e 
the c a t t l e owner i s not f o r ced to f a t t e n or put we igh t 
on h i s c a t t l e , which i s why so many t h i n and u n f i n i s h e d 
an imals a re s l a u g h t e r e d . 

" F r e e i n g the b e t t e r q u a l i t y cuts from p r i c e c o n t r o l s 
cou ld r e s u l t in even lower cos ts f o r the s o - c a l l e d lower 
q u a l i t y cuts than c o n t r o l s now a l l o w . S i n c e the l a t t e r 
comprise some 80% of the c a r c a s s , t he r e would be p l e n t y 
of meat a v a i l a b l e under c o n t r o l f o r t h a t m a j o r i t y of the 
people who p r e f e r meat and bone f o r b o i l e d d i shes . . . so 
the average consumer, f o r whom c o n t r o l s are des igned , may 
be even b e t t e r o f f by adopt ing our s u g g e s t i o n . " 6 

4 
See Market Processes in the Recife Area of Northeast Brazil 

( E a s t L a n s i n g , M i ch igan : L a t i n American S t u d i e s C e n t e r , Research 
Report No. 2 , 1969) , pp. 6-3 to 6-6. 

5 
Of c o u r s e , n e g a t i v e e f f e c t s can r e s u l t i f these f i r s t a t-

tempts at v e r t i c a l c o o r d i n a t i o n are i n e p t l y hand led . I t i s thus 
i m p e r a t i v e t h a t adequate t e c h n i c a l and manager ia l t r a i n i n g and 
suppor t be made a v a i l a b l e to these f i r s t e n t r e p r e n e u r s , g 

A . F . G o l l n i c k , "A S p e c i a l Study on Meat P r o c e s s i n g and Mar-
k e t i n g - B o l i v i a " (USA ID , La Paz , B o l i v i a , 1966) , pp. 11-13. 



I t i s expected tha t both r i c e and potatoes would be handled, 
even by o u t l e t s se rv ing upper income a reas . As noted in Chapter 9, 
d i r e c t purchasing of these items at assembly areas in Santa Cruz 
and Cochabamba i s l i k e l y . Both r i c e and potatoes could be packaged 
in p l a s t i c bags by the o u t l e t i t s e l f , thus pe rmi t t ing s e l f - s e r v i c e 
in these two i tems. Low-cost, l a b o r - i n t e n s i v e equipment i s a l ready 
in opera t ion in La Paz to perform t h i s ope ra t i on . P l a s t i c bags can 
be obta ined l o c a l l y . 

Concurrent with the development of l a r g e - s c a l e r e t a i l i n g out-
l e t s to s e r v i c e upper income a r eas , steps should be taken to inc rease 
the s ca l e of o u t l e t s se r v ing low and middle income a reas . I f the 
en t r ep reneu r i a l t a l e n t proves to be a v a i l a b l e , opera t ions geared to 
sa l e s volumes of $5,000 to $15,000 per week should be encouraged. 
The data developed in Chapter 9 suggest that low and middle income ^ 
areas could each support 10 to 15 such s t o r e s . I t i s not expected, 
of course , tha t more than a handful of l a r g e - s c a l e o u t l e t s would 
develop in the e a r l y years of a c a p i t a l investment program. 

P r i c e and product po l i c y in the four major s t ap l e s of bee f , 
bread, potatoes and r i c e w i l l be important areas of management con-
cern . These s t ap l e s account f o r some 50% of the food budget fo r 
low and middle income f a m i l i e s . I t i s suggested tha t r e t a i l e r s in 
low and middle income areas d o v e t a i l t h e i r beef purchasing wi th the 
upper income o u t l e t s by tak ing a h igher propor t ion of the lower-
p r i c ed cu ts . Whi le the m u n i c i p a l i t y w i l l almost su re l y mainta in 
i t s p r i c e con t ro l s on the cheaper cuts of meat, i t i s poss ib le tha t 
s e l e c t e d cuts des i red by middle income f a m i l i e s could be p a r t i a l l y 
f r eed . Whi le middle and upper income f a m i l i e s thus appear to be 
marked fo r h igher beef p r i c e s , the e f f e c t of inc reased p r i c e s may 
a f f e c t supply s u f f i c i e n t l y to overcome the pe r i od i c shortages of 
beef in the c i t y . The e f f e c t i v e p r i c e of beef may thereby be bet-
t e r s t a b i l i z e d during t r a d i t i o n a l per iods of shor tage . 

The p r e v i ous l y suggested d i r e c t purchases of r i c e and potatoes 
at the assembly po ints are s t rong l y recommended fo r the low and 
middle income markets. I f sav ings are passed on to the consumer, 
demand w i l l probably j u s t i f y d i r e c t buying of these s t a p l e s . With-
out d i r e c t buy ing, i t i s doubtful that p r i ces can be s u b s t a n t i a l l y 
lowered in these products , although some reduct ion i s poss ib le--and 
des i rab le--through margin reduc t ion on these " l o s s l e a d e r s . " Pack-
aging can be handled as suggested fo r the high income o u t l e t s . 
Margin reduct ions can a lso be e f f e c t e d fo r bread, assuming the ex-
pected inc reased volume ensues. Reduced purchase p r i c e s are poss i-
ble i f advantage i s taken of l a r g e - s c a l e purchases to obta in quan t i t y 



d i s c o u n t s . I t would seem t h a t such d i s coun ts cou ld be o b t a i n e d , 
thus he lp ing to reduce the food b i l l f o r low and middle income 
fami l i e s . 

A d d i t i o n a l s a l e s volume can be ob ta ined by o u t l e t s i n low 
and middle income areas i f a v a r i e t y of non-foods are o f f e r e d f o r 
s a l e . Soaps , d e t e r g e n t s , and persona l ca re a r t i c l e s are e v i d e n t 
c and ida tes f o r i n c l u s i o n i n the product mix. A d d i t i o n a l l y , ready-
made c l o t h e s f o r men and women should be s t o cked , as we l l as low-
cos t p l a s t i c and rubber shoes and s a n d a l s . Some housewares may 
a l so be i n c l uded i n the product mix, a l though these are not major 
expense items f o r low and middle income f a m i l i e s . 

A l a ck of e n t r e p r e n e u r i a l t a l e n t may make i t d i f f i c u l t , i f 
not i m p o s s i b l e , to move d i r e c t l y i n t o l a r g e - s c a l e r e t a i l i n g to 
s e r v i c e low and middle income a r e a s . I f such should be the c a s e , 
i n c r e a s e d s c a l e a t the who l e sa l e l e v e l should be s t r o n g l y encour-
aged. F u l l - l i n e w h o l e s a l e r s hand l ing beef and po ta toes as w e l l 
as the more t r a d i t i o n a l dry and g roce ry goods w i l l have to take 
over the f u n c t i o n s of channel r a t i o n a l i z a t i o n and mixed-margin 
merchand i s ing . A l s o , to the ex t en t t h a t the government i s w i l l i n g 
to permi t s t o c k p i l i n g of r i c e and p o t a t o e s , l a r g e - s c a l e w h o l e s a l e r s 
may a c t to reduce the wide seasona l p r i c e swings i n these two com-
m o d i t i e s . 

The development of l a r g e - s c a l e w h o l e s a l e r s does n o t , however , 
e l i m i n a t e the need f o r i n c r e a s e d s c a l e a t the r e t a i l l e v e l . In 
o rde r to take advantage of the economies ga ined by expansion of 
who l e sa l e o p e r a t i o n s , r e t a i l e r s w i l l have to be capab le of hand l ing 
a f u l l l i n e of products i n s u f f i c i e n t volume to permi t e f f i c i e n c i e s 
i n t r a n s a c t i o n and t r a n s p o r t a t i o n a t the w h o l e s a l e r - r e t a i 1 e r i n t e r -
f a c e . Thus, t e c h n i c a l and c a p i t a l inves tment programs w i l l s t i l l 
be needed a t the r e t a i l l e v e l , but lower l e v e l s of s c a l e cou ld be 
t o l e r a t e d , perhaps reduc ing the problem of f i n d i n g manager ia l and 
e n t r e p r e n e u r i a l t a l e n t . 

In a l l l i k e l i h o o d , tiendas w i l l have a few y e a r s to a d j u s t to 
new c o m p e t i t i o n . Na tu ra l a t t r i t i o n w i l l remove some o u t l e t s . 
Those who e v e n t u a l l y s u r v i v e w i l l ope ra te p r i n c i p a l l y as conven ience 
o u t l e t s dur ing hours when the l a r g e - s c a l e o u t l e t s are c l o s e d . Muni-
c i p a l r e g u l a t i o n s i n Pue r to R i c o , f o r example, l i m i t e d o p e r a t i n g 
hours f o r l a r g e r e t a i l e r s in o rde r to p rov ide smal l ope ra to r s the 
o p p o r t u n i t y to become conven ience o u t l e t s . T r a d i t i o n a l tiendas 

cou ld a l s o reduce cos t s through the development of a c o o p e r a t i v e 
w h o l e s a l i n g o r g a n i z a t i o n . I f a s u b s t a n t i a l p r o p o r t i o n of the l a r -
ger tiendas cou ld be induced to p a r t i c i p a t e , smal l and medium-sized 



tiendas cou ld p rov ide needed a d d i t i o n a l pu rchas ing l e v e r a g e . Thus, 
the smal l and medium o u t l e t s cou ld purchase on more advantageous 
t e rms , w i th the l a r g e tiendas g a i n i n g a s m a l l e r advantage over 
t h e i r p r e sen t o p e r a t i o n s . Wh i l e the consumer would doubt l ess bene-
f i t from the purchas ing s c a l e thus a c h i e v e d , ga ins of the magnitude 
o b t a i n a b l e through the development of l a r g e - s c a l e , f u l l - l i n e r e t a i l -
e rs and/or w h o l e s a l e r s would not be a c h i e v a b l e . 

Reforms in the Marke t ing of P e r i s h a b l e s 

P rogress toward l a r g e - s c a l e r e t a i l i n g and w h o l e s a l i n g of 
f r e s h f r u i t s and v ege t ab l e s w i l l be l e s s r a p i d than f o r the prod-
ucts d e s c r i b e d above. At p r e s e n t , i t appears best to m a i n t a i n the 
c e n t r a l markets l a r g e l y as i s , and at tempt to deve lop s c a l e a t the 
wholes a l e 1 e v e l . 

As a f i r s t s tep toward reform a t the r e t a i l l e v e l , mun i c ipa l 
r e g u l a t i o n s cou ld be changed to permi t market women to ope ra te 
more than one s t a l l . Those who are capab le of managing a l a r g e 
s a l e s volume would thus be pe rm i t t ed to do so. 

The market women's a s s o c i a t i o n should be encouraged to accept 
a combined t e c h n i c a l a s s i s t a n c e and loan program which would a s s i s t 
them in c o n s o l i d a t i n g t h e i r purchases and ga in ba rga i n i ng power i n 
the a c q u i s i t i o n of p e r i s h a b l e i t ems . The program should be on a 
p re-o rde r bas i s so t h a t members would not r e j e c t the items purchas-
ed on t h e i r b e h a l f . Q u a l i t y c o n t r o l w i l l be a problem, but un less 
the program i s such t h a t the orders a re f i r m , i t w i l l j u s t add ano-
t h e r s tep in the market channe l . H o p e f u l l y , the economies of s c a l e 
i n purchas ing w i l l be s u f f i c i e n t to o f f s e t some of the i n h e r e n t 
l o s s of q u a l i t y c o n t r o l t h a t i n d i v i d u a l purchas ing now a l l o w s . A l-
though no s p e c i f i c g rad ing system now e x i s t s in the sys tem, depth 
i n t e r v i e w s w i th w h o l e s a l e r s and r e t a i l e r s i n d i c a t e d t h a t a rough 
q u a l i t y - p r i c e r e l a t i o n s h i p i s understood by market p a r t i c i p a n t s . 
Thus, w h i l e the re i s c l e a r l y a problem in i n s t i t u t i n g group buy ing , 
i t may not be i n su rmoun tab l e , e s p e c i a l l y i f the economic ga ins are 
mean ing fu l . 

The market women's a s s o c i a t i o n should be encouraged to accep t 
t e c h n i c a l a s s i s t a n c e and loans to f o s t e r c r e a t i o n of a promotion 
program f o r the p laza and, i n p a r t i c u l a r , f o r the coope ra t i ng mem-
b e r s . In g e n e r a l , the program would be des igned to f o s t e r consumer 
premium merchand is ing f o r the market and to reward the market l a d i e s 
who are members of the buying group. One format might be f o r a 
loudspeaker system to c a l l out the number drawn from those pooled 
by consumers who shopped a t the market s t a l l s of coope ra t i ng 



merchants . The merchants w i l l have r e c e i v e d coupons i n p r o p o r t i o n 
to the purchases they had made through the c e n t r a l buying program. 
Thus, the consumers w i l l be encouraged to shop a t the s t a l l s of the 
merchants who have coopera ted i n the c e n t r a l buying program. 

A c e n t r a l i z a t i o n of purchas ing f o r the v a r i o u s p u b l i c markets 
would remove a major o b s t a c l e to the g a i n i n g of s c a l e a t the whole-
s a l e l e v e l . Agg res s i v e w h o l e s a l e r s cou ld expand t h e i r o p e r a t i o n s 
s u b s t a n t i a l l y in terms of both volume and i tems c a r r i e d i f they 
cou ld focus t h e i r e f f o r t s on a few m a j o r , l a rge-vo lume p u r c h a s e r s . 
The spread ing of major f i x e d c o s t s , as w e l l as the p o s s i b i l i t y of 
t ak i ng lower margins w i t h h ighe r volume, should reduce the whole-
s a l e r ' s p r i c e to these c o o p e r a t i v e p u r c h a s e r s . 

The g a i n i n g of s c a l e a t w h o l e s a l e should r e s u l t i n s a v i ngs 
in t r a n s p o r t i n g produce . The p resen t system i s one i n which e i t h e r 
a m u l t i t u d e of smal l fa rmers b r i ng t h e i r produce i n t o La Paz f o r 
s a l e to w h o l e s a l e r s or r e t a i l e r s or smal l w h o l e s a l e r s go to r u r a l 
f a i r s and buy i n r e l a t i v e l y smal l q u a n t i t i e s . Large w h o l e s a l e r s 
would be ab le to purchase and t r a n s p o r t i n q u a n t i t y from the r u r a l 
assembly p o i n t s , p robab ly through arrangements w i t h count ry assem-
b l e r s . 

B e t t e r packaging and hand l ing of p e r i s h a b l e s , w i t h reduced 
s p o i l a g e , i s expected to r e s u l t from the advent of l a r g e - s c a l e 
w h o l e s a l i n g . The need to m a i n t a i n q u a l i t y s t anda rds i n response 
to the c o o p e r a t i v e buying of p u b l i c markets w i l l be a major f a c t o r . 
With s c a l e , w h o l e s a l e r s shou ld be ab l e to i n v e s t i n packaging and 
hand l ing equipment. 

For example, bananas are p r e s e n t l y t r a n s p o r t e d from the Yun-
gas i n rawhide nets ( o h i p a s ) l i n e d w i t h banana l e a v e s c o n t a i n i n g 
1000-1200 banana f i n g e r s . Upon a r r i v a l i n La Paz , bananas are 
r i pened in the ohipa i n a n o n - c o n t r o l l e d atmosphere. The combina-
t i o n of w e i g h t , rough h a n d l i n g , and n o n - c o n t r o l l e d r i p e n i n g r e s u l t s 
i n high s p o i l a g e r a t e s . Bananas c o u l d , however , be packaged in 
s m a l l e r l o t s in l o c a l l y woven n e s t i n g reed b a s k e t s . Upon a r r i v a l 
i n La Paz , the bananas would be p l aced i n s p e c i a l r i p e n i n g rooms 
w i th a c o n t r o l l e d atmosphere. Under p r e sen t c o n d i t i o n s , the i n v e s t -
ment in baskets and r i p e n i n g rooms i s not l i k e l y to be under taken . 
Wi th the development of l a r g e r - s c a l e w h o l e s a l e r s , however , such in-
vestment i s f e a s i b l e . 

A major problem in f o s t e r i n g s c a l e o p e r a t i o n s a t the whole-
s a l e l e v e l i s the l ack of e n t r e p r e n e u r s . Most of the e x i s t i n g 
ope ra to r s do not appear capab le of responding t o , or encou rag ing , 
c o o p e r a t i v e buying groups i n the p u b l i c marke t s . The most l i k e l y 



source of ent repreneurs from w i t h i n the system are the present 
potato who l e sa l e r s . For the most p a r t , however, new en t ran ts i n to 
f r u i t and vegetab le who lesa l ing w i l l be requ i red i f medium- and 
l a r g e - s c a l e operat ions are to develop. There i s l i t t l e doubt tha t 
cons iderab le t e c h n i c a l and f i n a n c i a l help i s requ i red to f o s t e r 
inc reased sca l e in the who lesa l ing of f r u i t s and vege tab les . 

Bus and Truck Terminal F a c i l i t i e s 

When t h i s study was undertaken, i t was be l i e ved tha t the 
research would shed l i g h t upon the requirements fo r truck and 
produce termina l f a c i l i t i e s fo r the community. Our study r evea l -
ed tha t many t rucks stop a t pre-arranged spots in the s t r e e t s at 
or near markets. Wholesa lers and r e t a i l e r s meet these t r u c k s , 
o f t en by pre-arrangement, to acqu i re t h e i r requirements fo r pro-
duce. S t r e e t s are used at n ight fo r the thousands of t r ansac t i ons 
requ i red to supply f r u i t and vegetab le r e t a i l e r s . 

The present system, d ispersed as i t i s , u t i l i z e s f a c i l i t i e s 
s c a t t e r e d a l l over the c i t y . Indeed, a market termina l would be 
enormously complex and expensive were i t to prov ide an adequate 
f a c i l i t y fo r c e n t r a l i z i n g the exchange process needed by the thou-
sands of small r e t a i l e r s and who l e sa l e r s . 

Market p a r t i c i p a n t s , p a r t i c u l a r l y t rucke rs and who lesa le rs 
of pe r i shab l e f r u i t s and vege t ab l e s , did not express a strong sense 
of need fo r termina l f a c i l i t i e s . Very few t rucke rs spontaneously 
mentioned a des i r e fo r more e f f i c i e n t or modern f a c i l i t i e s , nor 
did they express a need when quest ioned s p e c i f i c a l l y on the mat te r . 
Wholesa lers f e l t the re were no spec i a l problems and were, in gene-
r a l , s a t i s f i e d wi th the present method of phys i ca l movement of 
goods. On the other hand, a s u b s t a n t i a l m a j o r i t y of who lesa le rs 
i n d i c a t e d , upon ques t i on ing , that they would be w i l l i n g to operate 
out of new f a c i l i t i e s and would be prepared to pay a premium to be 
in these f a c i l i t i e s . 

I t should be noted tha t e x i s t i n g market areas at present get 
double use. Wholesa l ing t r ansac t i ons take p lace at n ight or in 
the e a r l y morning hours. The p u b l i c , on the other hand, u t i l i z e s 
the market areas during the day. The present system, wh i l e l a ck ing 
in a e s t h e t i c appea l , i s r e l a t i v e l y e f f i c i e n t fo r the present r e t a i l 
market s t r u c t u r e . 

The t r a f f i c and s t r e e t cond i t ions and geographica l c o n s t r a i n t s 
of the c i t y c o n s t i t u t e a key problem fo r termina l f a c i l i t i e s . The 
s o l u t i o n appears to l i e in d i spe r s ing wholesa le a c t i v i t i e s to the 
per imeter of the c i t y . In order fo r t h i s to be e f f i c i e n t , however, 
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t he re i s a need to c o n s o l i d a t e r e t a i l i n g purchas ing and, conse-
q u e n t l y , the w h o l e s a l i n g f u n c t i o n s of hand l ing and t r a n s p o r t . Any 
a t tempt to f o r c e a reform of p h y s i c a l d i s t r i b u t i o n f a c i l i t i e s 
w i t h o u t a t t e n t i o n to needs f o r s c a l e would on ly add another t r ans-
l oad ing to the product f low and would l i k e l y i n c r e a s e r a t h e r than 
decrease the cos t of b r i n g i n g produce i n t o the c i t y . 

The c o n c l u s i o n i s , t h e r e f o r e , t h a t now i s not the t ime f o r 
" b r i c k and mor ta r " a c t i o n to deal w i t h t e r m i n a l problems. S i m p l i -
f i c a t i o n and c o n s o l i d a t i o n of food market ing channe ls should pre-
cede the b u i l d i n g of any t e r m i n a l . 

Once s c a l e i s a ch i e ved a t the w h o l e s a l e l e v e l , who l e sa l e 
t e rm ina l f a c i l i t i e s p l a ced on the pe r ime te r s of La Paz cou ld ve ry 
l i k e l y improve the e f f i c i e n c y of the c i t y ' s food d i s t r i b u t i o n sys-
tem. A l a r g e t e rm ina l cou ld be u t i l i z e d a t E l A l t o to s e r v e both 
the A l t i p l a n o reg ion and merchandise be ing sh ipped i n from Cocha-
bamba and the E a s t . Another t e r m i n a l would be use fu l a t the en t r y 
to Rio Abajo to handle temperate zone f r u i t s and v e g e t a b l e s . A 
t h i r d t e rm ina l in M i r a f l o r e s would be use fu l to s e r v i c e t r o p i c a l 
produce being brought out of the Yungas. Po ta to and r i c e s t o r age 
cou ld be c o n c e n t r a t e d a t El A l t o . R i ce s to rage in the A l t o would 
f a c i l i t a t e t r a n s p o r t e i t h e r i n t o the La Paz m e t r o p o l i t a n market 
or f o r expor t to Pe ru . 

Marke t ing Reforms in Assembly and P roduc t i on 

Market I n f o r m a t i o n Programs 

A r ad io program c o n s i s t i n g of i n t e r v i e w s conducted a t whole-
s a l e markets dur ing the e a r l y morning each day cou ld be b roadcas t 
to reach farmers and sh ippe r s in the v a l l e y sur round ing La Paz . 
The i n i t i a l program shou ld be des igned to e s t a b l i s h c r e d i b i l i t y , 
not n e c e s s a r i l y u t i l i z i n g t e c h n i c a l a g r i c u l t u r a l j a r g o n . The re-
p o r t i n g should be i n the l o c a l language of the campesino, p robab ly 
Aymará or Quechua r a t h e r than Span i sh . D a i l y market b roadcas t s 
cou ld he lp to l e s s e n p r i c e f l u c t u a t i o n s and i n c r e a s e p r o d u c t i o n . 
In o rder to conduct such a program, i t might be necessa ry to have 
a few f o r e i g n t e c h n i c i a n s i n La Paz to help implement the program. 
The products d e a l t w i th i n i t i a l l y cou ld i n c l u d e l e a f y green vege-
t a b l e s , o n i o n s , tomatoes , c a r r o t s , bananas and oranges . The pro-
cedure cou ld c o n s i s t of two or th ree men v i s i t i n g the Sopocachi , 
Lanza , Camacho, M i r a f l o r e s and Rodr iguez markets each day. The 
s t a f f cou ld process the p r i c e and volume s t a t i s t i c s of the La Paz 



market area and p e r i o d i c a l l y pub l i sh the r e s u l t s , thus he lp ing to 
prepare farmers to meet fu tu re market cond i t i ons . 

Road Improvement Program f o r F r u i t and Vegetable Market ing 

There are some farm-to-market roads in the area se rv ing La 
Paz which are a l l but impassable during c e r t a i n par ts of the y e a r . 
Two important growing areas whose development i s hindered by the 
lack of be t t e r farm-to-market roads are Rio Abajo and Lu r i bay . 
Eng ineer ing a n a l y s i s and f e a s i b i l i t y assessments are needed in 
t h i s a r ea , but i t i s important to keep in mind the low standards 
of road cond i t ions that would be acceptab le and f u n c t i o n a l . 

R ice Market ing Reform 

A shor t review of past governmental programs in r i c e produc-
t i on and marketing was presented in Chapter 9. Continued govern-
ment a c t i on i s needed to f o s t e r inc reased r i c e p roduc t ion , reduce 
consumer p r i ces in the c i t y , and p o t e n t i a l l y prov ide fo r exports 
which could be so ld or bar te red in exchange fo r imports . A com-
prehens ive program which would reduce p r i c e f l u c t u a t i o n s fo r r i c e 
in the h u l l , i nc rease growers ' incomes and lower p r i c e s to consum-
ers i s needed. I t i s recommended tha t any r i c e program undertaken 
i n c l u d e : (1) crop f o r e c a s t i n g , (2) crop f i n a n c i n g , (3) f i nanc ing 
a por t ion of needed storage f a c i l i t i e s , (4) development of d i ve r-
s i f i c a t i o n opt ions fo r r i c e growers , and (5) l ega l expor ts . 
E x i s t i n g i n s t i t u t i o n s could be u t i l i z e d to implement such a pro-
gram. 

The bas is f o r a r i c e program i s a crop f o r e c a s t i n g s e r v i c e 
tha t would, at the e a r l i e s t poss ib l e date in the crop c y c l e , repor t 
the expected s i ze of ha rves t and recommend a minimum p r i c e . The 
es t ima t ing s e r v i c e could a lso recommend loan propor t ions to be used 
fo r m i l l e d r i c e purchases and r i c e in the hu l l purchases and estab-
l i s h r e l ease dates ( i . e . , due dates on loans ) fo r the sa le of r i c e 
in the h u l l , On the bas is of crop f o r e c a s t s , the B o l i v i a n govern-
ment could se t p o l i c i e s f o r the import or export of r i c e . 

The system should prov ide funds to (1 ) prov ide a reasonable 
re tu rn to the fa rmer , (2) dampen p r i c e r i s e s in non-harvest months, 
(3) prov ide export o u t l e t s fo r excess p roduc t ion , and (4) arrange 
fo r imports from the wor ld market in years of shortage. Loans 
should be made to m i l l e r s and producers . 

In the case of m i l l e r s , loans could be condi t ioned upon 
agreement to purchase a t the o f f i c i a l support p r i c e . The m i l l e r 
would have two op t ions : (1) s e l l to the army or an i n s t i t u t i o n 



such as COM IBOL ( B o l i v i a n Mining Company), or (2 ) p lace the pro-
cessed r i c e in warrant s to rage . I f an i n s t i t u t i o n i s the buyer , 
then the lending agency would r e ce i v e d i r e c t payment and would 
deduct i n t e r e s t and c a p i t a l repayment. The balance would be re-
mi t ted to the m i l l e r . I f a warrant program were used, the m i l l e r 
would turn the r i c e over to a p r i v a t e f i rm ac t ing as warrant 
agent , r e c e i v i n g at t ha t time some percentage of the est imated 
sa l es va lue . 

With the use of the f i r s t op t i on , i . e . , s a l e to i n s t i t u t i o n s , 
the m i l l e r would r e ce i v e working c a p i t a l in i n s t a l l m e n t s , ad jus ted 
to his r a te of d e l i v e r i n g r i c e to the buyer. With the use of 
wa r r an t s , the amount of the loan , l ess perhaps about a 20% i n i t i a l 
payment to the m i l l e r , would be turned over to the warrant agent. 
The warrant agent would s to re peeled r i c e , p e r i o d i c a l l y r e l ease a 
por t ion of i t s est imated va lue to the owner, and ac t as sa l es 
agent. The m i l l e r would agree to r e l e a se da tes , by which time he 
would e i t h e r s e l l h is r i c e or empower the warrant agent to do so. 
Thus, excess ive s t o c k p i l i n g would be avoided. 

Funds marked for warrant loans fo r r i c e in the hu l l could 
be sub-loaned by a banking agency, probably the Banco A g r í c o l a . 
Warrant loans would be made in the fo l l ow ing manner: (1) the pro-
ducer would p lace his bagged unhul led r i c e in a c en t r a l warehouse, 
(2) he would r e ce i v e a check fo r a percentage of the peeled r i c e 
support p r i c e , and (3) he would sign an agreement tha t his r i c e 
would guarantee the advance, and tha t by a c e r t a i n date he would 
e i t h e r s e l l the r i c e pe r sona l l y and repay the loan or a l low the 
warehouse operators to make the s a l e . 

The farmer would the re fo re have four opt ions during the 
harves t pe r iod : (1) s e l l to a m i l l e r at the support p r i c e , (2 ) 
s to re in the hu l l at a c en t r a l warehouse and r e c e i v e an advance, 
l a t e r s e l l i n g on the open market , (3) s e l l on the open market at 
the going p r i c e , or (4) s to re r i c e in the hu l l a t h is house or 
coopera t i ve and s e l l l a t e r in the year at the going p r i c e . 

The contemplated loan would be a r o t a t i n g fund that would 
be a v a i l a b l e annua l ly fo r 20 y ea r s . I f crops should f a i l fo r any 
reason, t h i s same fund could be used to import r i c e during tha t 
y e a r . By the very i m p l i c a t i o n of crop f a i l u r e , p r i c e s would r i s e , 
and support fo r the harves t would not be as necessary . The crop 
es t imat ing s e r v i c e would g ive ample warning of impending crop f a i l -
ure or of the e f f e c t s of adverse weather during ha r ves t . Thus, the 
import program could be worked out in time to c l e a r imported stocks 
before the next y e a r ' s harves t came i n . I t i s be l i e ved tha t the 



use of market ing funds fo r imports may be more economical than the 
maintenance of l a rge bu f fe r s tocks . The ac tua l dec i s ion to autho-
r i z e imports could be made by the M i n i s t r y of Economy, tak ing in to 
cons ide ra t i on the recommendations of a r i c e committee. 

Pota to Market ing Reforms 

There has been cons ide rab le work on product ion aspects of 
potato farming, but there do not appear to have been any programs 
concerned with market ing. As we have seen, potatoes are an impor-
tant element in the La Paz d i e t , and are a major cash crop in both 
the A l t i p l a n o and in the Cochabamba a rea . Small crops during the 
1 965-67 period--due mainly to adverse weather condi t ions--were a 
source of cons iderab le concern to government and munic ipal author-
i t i e s . Programs were i n s t i t u t e d to prevent s t o c k p i l i n g and spe-
c u l a t i o n in pota toes . As a r e s u l t , p r i c e swings were probably 
more severe than they need have been. 

By apply ing more modern t echn iques , farmers could i nc rease 
t h e i r p r o d u c t i v i t y and make use of land now l e f t f a l l o w . However, 
the present d i s t r i b u t i o n system does not prov ide i n c e n t i v e s to the 
farmer to i nc rease product ion . Larger volume only tends to de-
press harves t p r i c e s , s ince var ious government ac t i ons m i l i t a t e 
aga ins t s to rage . At the same t ime, l i t t l e or no commercial c r e d i t 
i s a v a i l a b l e to help the farmer hold output o f f the market dur ing 
ha rves t per iods . I f the grower could f i nance s torage of pa r t of 
h is product ion fo r a few months, he could obta in h igher p r i c e s 
and, at the same t ime, s t a b i l i z e the r e t a i l p r i c e of potatoes dur-
ing non-harvest months. 

A market ing program fo r potatoes i s recommended, to i nc lude 
the f o l l ow ing e lements: (1) crop f o r e c a s t i n g , (2) market news, 
(3) s torage loans at the v i l l a g e l e v e l , and (4) s torage loans fo r 
who lesa le r s and/or country assemblers . Market ing programs should 
be c l o s e l y coord inated wi th product ion programs, which would in-
clude the f o l l o w i n g : (1) inc reased a v a i l a b i l i t y of c e r t i f i e d 
seeds, (2) extens ion s e r v i c e s to educate farmers in the methods 
and bene f i t s of new farming techn iques , (3) c r e d i t s to farmers to 
permit purchase of f e r t i l i z e r s and i n s e c t i c i d e s , and (4) cont inued 
encouragement of product ion in new a reas . 

Although there are many ways in which such a program could 
be put in to e f f e c t , care must be taken to inc lude both market ing 
and product ion elements. I t i s not suggested tha t c e n t r a l i z e d 
purchase or s torage be used, but tha t a program be e s t a b l i s h e d 



which would a l low the farmer g rea te r p a r t i c i p a t i o n in the market-
ing process . 

A crop es t imat ing and market news s e r v i c e should es t imate 
the fu tu re crop as e a r l y as p o s s i b l e , suggest ing a p r i c e l e v e l as 
the bas is f o r s torage l oans , as we l l as r e l e a se dates by which 
s to red potatoes would be so ld on the market. Loans would be made 
to i n d i v i d u a l farmers or to farmer coope ra t i v e s . S torage could 
be at the v i l l a g e l e v e l or in approved cen t r a l warehouses. To 
the extent tha t l a r g e - s c a l e who lesa le rs and r e t a i l e r s develop as 
suggested e a r l i e r in t h i s chap te r , they could prov ide warehousing 
f a c i l i t i e s . Care would have to be taken, of course , to ensure 
proper s torage and handl ing methods. 

A program of product ion encouragement and marketing coordi-
nat ion as suggested above should have a s u b s t a n t i a l impact on the 
supply and flow of pota toes . The s torage programs should g r e a t l y 
a l l e v i a t e the wide p r i c e swings which now occur in potato market-
ing , thus p rov id ing the farmer wi th g r ea t e r income and the consum-
er w i th more s t ab l e p r i c e s . 

Beef Market ing Reforms 

Because of the importance of beef in the d i e t , the munici-
p a l i t y has regu la ted the p r i c e of beef in the c i t y . The impact 
of t h i s p r i c e r egu l a t i on has been to i n h i b i t the supply of beef 
reaching the c i t y , r a the r than to encourage supp l i e r s to serve 
the La Paz market. The o b j e c t i v e of the program o u t l i n e d here i s 
to mainta in r e l a t i v e l y low p r i ces on those cuts of beef in demand 
by low and middle income f a m i l i e s , a t the same time f r ee i ng p r i ces 
on b e t t e r cuts consumed mainly by upper income f a m i l i e s . F u r t h e r , 
i t i s recommended that an export program be developed. 

Cons idera t ion should be given to developing a means of o f f e r -
ing a wider range of cuts of beef in La Paz. A program pe rmi t t i ng 
r e t a i l e r s of beef to charge higher p r i c e s fo r b e t t e r cuts of beef 
should be l i m i t e d to those r e t a i l e r s who cooperate w i th an inspec-
t i o n program and fo l low improved s a n i t a r y and c u t t i n g p r a c t i c e s . 
These w i l l probably be the l a r g e - s c a l e r e t a i l e r s suggested e a r l i e r . 
In order to accomplish t h i s , i t would be necessary to supply tech-
n i c a l a s s i s t ance in the form of butchers s k i l l e d in the a p p l i c a t i o n 
of b e t t e r opera t ing techniques and be t t e r c u t t i n g procedures . 
Argent ine butchers may be the best fo r t h i s kind of t r a i n i n g , as 
they are more accustomed to c u t t i n g grass-fed animals than are 
Uni ted S t a t e s butchers . 



Once s p e c i f i c a t i o n s have been e s t a b l i s h e d f o r hand l ing and 
c u t t i n g , p r i c e l e v e l s cou ld be e s t a b l i s h e d f o r the v a r i o u s cuts 
of beef so t h a t the l owe r-va lued cuts would s t i l l be s o l d a t pre-
sent p r i c e s , w h i l e the more d e s i r a b l e and expens i ve cuts would be 
so ld a t h i ghe r p r i c e s . The r e s u l t would be c o n s i d e r a b l e p ressu re 
on the marg ina l r e t a i l e r s of beef in the c i t y now o p e r a t i n g w i t h 
l e s s than d e s i r a b l e s tandards of s a n i t a t i o n or c o n t r o l as to cut-
t i n g p rocedures . I f the meat marke t ing program of the l a r g e re-
t a i l e r s i s s u c c e s s f u l , i t i s q u i t e l i k e l y t h a t s e l e c t e d numbers 
of beef s t a l l s in p u b l i c markets and tiendas cou ld be induced to 
i n c o r p o r a t e some of these same improvements. When these o u t l e t s 
had compl ied w i t h the s tandards e s t a b l i s h e d by the m u n i c i p a l i t y , 
they too would be pe rm i t t ed to d i f f e r e n t i a t e between the low and 
high c u t s , cha rg ing more f o r the b e t t e r c u t s . The r e s u l t would 
be t h a t w h i l e low income people would s t i l l be p r o t e c t e d i n terms 
of the p r i c e s they would pay f o r the beef t h a t they cou ld a f f o r d , 
the revenue to beef growers and p rocesso r s would be i n c r e a s e d 
through h ighe r p r i c e s on the b e t t e r c u t s . 

More than two- th i rds of La Paz beef comes from the B e n i , 
w i t h the remainder being s u p p l i e d from the A l t i p l a n o . There i s 
s a i d to be s u b s t a n t i a l i l l e g a l expor t of beef from the Beni to 
sur round ing c o u n t r i e s where the r e t a i l p r i c e i s double t h a t in 
La Paz. The i n s t i t u t i o n of a w ide r p r i c e spread i n La Paz , to-
ge the r w i th a program f o r l i c e n s i n g beef expor ts from the B e n i , 
should help b r i ng these expor ts under c o n t r o l . For eve ry k i l o of 
beef brought to the m e t r o p o l i t a n marke t , a c e r t i f i c a t e of r e l e a s e 
cou ld be g ran ted f o r the expor t of a predetermined amount of bee f . 
The v a l u e of these c e r t i f i c a t e s i n p r o p o r t i o n to the amount of 
beef sh ipped to the m e t r o p o l i t a n market would , of c o u r s e , v a r y as 
a f u n c t i o n of the c o n d i t i o n of herds and the a v a i l a b i l i t y of sur-
plus bee f . T h i s , t h e n , r e q u i r e s the e s t a b l i s h m e n t of h e r d - e s t i -
mat ing procedures and the e s t i m a t i o n of demand l e v e l s w i t h i n the 
c i t y . Using t h i s i n f o r m a t i o n , i t would be p o s s i b l e to e x e r c i s e 
c o n t r o l of expor ts and the r e t a i l i n g of beef i n the c i t y of La 
Paz . 

Improved Truck T r a n s p o r t a t i o n of Food 

T ruck ing c o n s t i t u t e s the major p h y s i c a l d i s t r i b u t i o n l i n k a g e 
between r u r a l producers and urban consumers. B o l i v i a i s p r e s e n t l y 
e n j o y i n g the b e n e f i t s of an i n c r e a s e d t ruck p o p u l a t i o n , brought 
about by a g g r e s s i v e market ing by i n t e r n a t i o n a l manu fac tu re r s and 
the p r e s t i g e e lement i n t r u c k i n g which has a t t r a c t e d a number of 



new e n t r a n t s i n t o the b u s i n e s s . However, the r e s u l t a n t competi-
t i o n has d r i v e n f r e i g h t r a t e s down to the p o i n t where t r u c k i n g , 
i n g e n e r a l , i s u n p r o f i t a b l e . Thus, a c o n d i t i o n of ove r supp l y i n 
the p resent may r e s u l t in undersupply i n the f u t u r e . 

Some s teps can be taken to a l l e v i a t e r e p a i r cos t s and break-
down t ime . T ruck ing unions cou ld take d i r e c t a c t i o n to improve 
p a r t s a v a i l a b i l i t y . Loans should be made a v a i l a b l e to the unions 
to enab le them to buy t i r e s , b a t t e r i e s and o the r p a r t s i n volume 
and by d i r e c t impor t . Th is should cut c o s t s . The unions cou ld 
a l s o c o n t a c t f a c t o r i e s and encourage them to ma in t a i n an adequate 
l e v e l of p a r t s i n v e n t o r y . Repa i r f a c i l i t i e s can be improved by 
loans to unions or to p r i v a t e r e p a i r shops f o r p a r t s , and t r a i n -
ing courses f o r mechan ics . F r e i g h t - f o r w a r d i n g o f f i c e s cou ld be 
o rgan ized by the t r u c k e r s ' unions and F e d e r a t i o n . At p r e s e n t , 
t he re i s no r e a l coope ra t i on w i t h i n the F e d e r a t i o n i n d i f f e r e n t 
departments of the c o u n t r y . The unions themselves could do much 
to overcome the w a i t i n g p e r i o d s . Many t r u c k e r s l i v e in v i l l a g e s 
on the A l t i p l a n o and cou ld perform the s e r v i c e s of accumula t ion 
and fo rwa rd ing of f r e i g h t , i f the c o r r e c t sa feguards were es tab-
l i s h e d . 

We see no sho r t- te rm s o l u t i o n to the problem of c u t - t h r o a t 
c o m p e t i t i o n . Improvements i n spare p a r t s a v a i l a b i l i t y and r e p a i r 
f a c i l i t i e s should help r e l i e v e the e x i s t i n g p r o f i t squeeze. More 
s p e c i f i c r e s e a r c h i s needed be fo re major recommendations can be 
made. 

Marke t ing Reforms f o r Consumption Goods So ld on the A l t i p l a n o 

There are approx imate l y 50 to 75 f a i r s he ld each week through-
out the A l t i p l a n o . These f a i r s are a t tended by campesinos who 
b r ing w i th them produce f o r s a l e a t the f a i r , and w h i l e a t the 
f a i r , purchase manufac tured goods necessa ry f o r t h e i r l i f e on the 
A l t i p l a n o . Even though many campesinos now come i n t o the c i t y in 
o rde r to make pu r chases , the f a i r s a re s t i l l an impor tant source 
of exchange f o r the i n h a b i t a n t s of the A l t i p l a n o . 

Much of the merchandise s o l d a t the f a i r s i s , i n f a c t , 
bought a t r e t a i l i n the c i t y and then marked up aga in to s e l l to 
the campesinos on the A l t i p l a n o . As a r e s u l t , the cos t of manu-
f a c t u r e d goods i s e x c e s s i v e l y high f o r the farmers of the A l t i p l a n o . 
We sugges t , f o r some of the r u r a l f a i r s , a program of mobi le r e t a i l 
o u t l e t s which cou ld o f f e r an assor tment of farm inpu t s and consumer 
durab le goods a t p r i c e s t h a t would be somewhat more a t t r a c t i v e than 
the p resen t i t i n e r a n t merchants o f f e r i n g t h e i r narrow l i n e s of goods. 



The program should be t e s t e d on one or two t r u c k s in o rder 
to work out supply arrangements and market ing s t r a t e g y f o r the 
t r u c k i n g o p e r a t i o n . From t h i s l i m i t e d expe r imen t , a program cou ld 
be cos t ed . I t i s l i k e l y t h a t some i m p o r t e r s , m a n u f a c t u r e r s , and 
r e t a i l merchants would be i n t e r e s t e d in under tak ing such a program 
i f they r e c e i v e d a p p r o p r i a t e t e c h n i c a l a s s i s t a n c e and some l i m i t e d 
i n c e n t i ve . 

In o rder to encourage the acceptance of such a program (which 
wou ld , i n e f f e c t , i n t e r f e r e w i t h the p resen t me r chan t ' s h igh mar-
g i n , low volume o p e r a t i o n s ) , i t i s suggested t h a t perhaps the same 
o r g a n i z a t i o n t h a t ope ra tes the mobi le s t o r e s cou ld be encouraged 
to a s s i s t campesino c o o p e r a t i v e s to become agents f o r farm input 
s u p p l i e s such as f e r t i l i z e r s . Thus, bulky i tems cou ld be d e l i v e r -
ed a t a t t r a c t i v e p r i c e s to the c o o p e r a t i v e s i n the smal l v i l l a g e s 
s c a t t e r e d across the A l t i p l a n o . The volume of f e r t i l i z e r i s now 
so smal l t h a t i t i s doubt fu l anyone would be d i s t u r b e d a t b reak ing 
the p r i c e . 

Government Reforms to F o s t e r Market Development 

The reader f a m i l i a r w i th r e g u l a t i o n and t a x a t i o n procedures 
w i l l have noted t h a t the program of market reforms suggested here 
i n v o l v e s changes i n some of the r e g u l a t i o n s and, i n some c a s e s , a 
rev i ew of the ph i losophy u n d e r l y i n g the laws and r e g u l a t i o n s of 
market p ro ces se s . I ndeed , many of the reforms would i n d i v i d u a l l y 
f a i l i f the government d id not take a c t i o n to amend r e g u l a t i o n s 
and tax p rocedures . Unless most of the f o l l o w i n g changes are under-
t a k e n , t he re i s l i t t l e reason to b e l i e v e t ha t loans and t e c h n i c a l 
a s s i s t a n c e e f f o r t s w i l l a ch i e ve the d e s i r e d r e s u l t s . Thus, the 
f o l l o w i n g changes shou ld , i n our o p i n i o n , be p a r t of a program of 
o v e r - a l l market development. 

The p resen t p r a c t i c e of p e r m i t t i n g some v i l l a g e s to cha in 
the roads and e x t r a c t taxes from t r u c k e r s r e s u l t s i n uneven and 
uncoord ina ted tax c o l l e c t i o n . In and of i t s e l f , t h i s procedure 
r a i s e s u n c e r t a i n t y as to the tax burden i n the minds of producers 
and ma rke t e r s . I t has another and more s e r i o u s e f f e c t upon the 
hand l ing of t e m p e r a t u r e - s e n s i t i v e f r u i t s , such as bananas, by 
f o r c i n g some t r u c k e r s to unload and open f r u i t packages . At high 
a l t i t u d e s , such a c t i v i t i e s can r e s u l t i n g r e a t damage to the prod-
u c t , as we l l as caus ing de l ays in t r a n s i t . I t i s suggested t h a t 
t r u c k s w i th p e r i s h a b l e s be pe rm i t t ed to pass w i t h o u t opening the 
1 oad. 



I t i s recommended t h a t the M i n i s t r y of Economy and the Mayor ' s 
o f f i c e agree on a program of a g r i c u l t u r a l market ing l o a n s , and t h a t 
a s y s t e m a t i c a l l y moni tored f r e e market be s u b s t i t u t e d f o r the pre-
sent r e t a i l p r i c e and s to r age r e g u l a t i o n s f o r po ta toes and r i c e . 

The a f f e c t e d government agenc ies should a l l ow g r e a t e r p r i c e 
spreads between the lower va lued cuts of beef and the h ighe r p r i c e d 
cuts of bee f . R e t a i l e r s comply ing w i t h s p e c i f i e d s a n i t a t i o n and 
meat c u t t i n g p r a c t i c e s would be a l l owed to charge more f o r the bet-
t e r cuts of b e e f , but would be r e s t r i c t e d , as a re a l l o the r butch-
e r s , on the p r i c e of lower q u a l i t y c u t s . F u r t h e r , we urge t h a t a 
quota system be i n s t i t u t e d to a l l ow some expor t of bee f . 

Market s t a l l s have remained the same s i z e f o r many y e a r s . 
The system of r e n t i n g on ly one s t a l l to a person has p reven ted the 
more e n t e r p r i s i n g from ga i n i ng economies of s c a l e . I t i s recommend-
ed t h a t when market s t a l l ope r a to r s can demonstrate the n e c e s s i t y 
f o r more space , they be a l l owed to ope ra te m u l t i p l e a d j o i n i n g s t a l l s . 

The c r e d i t a v a i l a b l e to commercial o p e r a t i o n s should be ex-
panded. The urban market reforms suggested above w i l l r e q u i r e sub-
s t a n t i a l c a p i t a l f o r c o n s t r u c t i o n and o p e r a t i o n s . Thus, the Banco 
A g r í c o l a or o the r banks need to o f f e r c r e d i t to commercial a c t i v i -
t i e s , j u s t as they now a s s i s t producers w i th loan c a p i t a l . In 
a d d i t i o n to c a p i t a l , t e c h n i c a l a s s i s t a n c e programs w i l l be r e q u i r e d 
to suppor t e n t r a n t s i n t o l a r g e - s c a l e r e t a i l i n g and w h o l e s a l i n g . 

F i n a l l y , i t i s recommended t h a t a t r a i n i n g program be deve lop-
ed to a s s i s t i n r e l o c a t i n g i n o the r jobs the market women and tien-

da keepers d i s p l a c e d by the impact of market r e fo rms . 






