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I INTRODUCTION 

The Office of the Area Auditor General, Latin America has made an audit 
of the active loans, grants and support operations under the United States 
~gency for International Development bilateral economic assistance program 
to the Government of Chile (GOC). 

The purpose of the audit \lIas to evaluate progress bcin,g made on program 
activities and to revic\" the effectiveness of implementation and resource 
util ization. 
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II BACKGROUND AND SCOPE 

The A.I.D. Mission was established in 1951 to administer economic 
assistance in accordance with a bilateral agreement between Chile and A.I.D. 
and its predecessor agencies. Since 1951 Chile has received approximately 
$584.7 million in loans, $79 million in grants and $175 million in Title II 
PL 480 foods. 8ect!use of the human l'ights issue, the Goe asked A.J.D. not 
to submit any new programs to the U.S. Congress for Fiscal Year 1978. The 
Congressional Presentation for 1979 also did not contain any new programs 
for Chile. Active programs as of January 31, 1979 include three loans 
totaling $34 million and six grants totn1ing $1.5 IIIi11ion (Exhibits A and 
B). The Fiscal Year 1978 Title II Pl 480 food program had an estimated value 
of $5.1 million and the planned program for Fiscal Year 1979 is $8.1 million. 

USAID employees on bocrd at January 31, 1979, included tl1l'ee U.S. direct 
hire, \'Jith one additional employee to report ~larch 16, 1979 and 19 local 
direct hire employees. Action on seven ~f the local direct hire employees who 
were to be transf!::"'red to the Embassy ir, April 1978 to provide, $UPPOI't services 
to USAID is ~till pendinR. Formal approval has not been received from th2 ' 
Sta te Departmellt for these t.ransfers. 

The scope of audit included a review of the three loans, five grants and 
USAID SUppol't operCltions. A sLll'vey l'IUS made of the Title II PL 'f80 pl'ogt'ilm.' 
He examined project files, held discLlssions w"th project personnel, made 
visits to implementing agencies, insp~ctcd prcject sites, made a limited 
revim'l of supp()rting finl1.ncial records and pet'fonned sLlch other procedLJl'c!s 
considered necessary to n1t~et the objectives of the audit. The period of iwdit 
\'/as f)'om April 1, 1976 throWl!! January 31, 1979. There are no outstanding 
recommendations from prior audit reports. 
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III SUMMARY 

Our review disclosed AID assistance programs in Chile are currently 
progressing satisfactorily. There were, however, delays in implementation 
of Loans 065 and 067 and Grants 0296 and 0305. These delays were caused 
by pl'ob1ems \~ithin Chilean implementing agencies. No significant deficien
cies \'/ere found due to inadequate monitoring by the USAID. A'lso, no audit 
deficiencies were disclosed by the review of USAID support operations. 
Findings are s~mmarized below and arc covered in detail in Part IV, Findings 
and Recommendation section of the report. 

The implementing agency for Loan No. 513-T-065, Agricultural 
Cooperative Development, incurred cash flow problems in 19G7 and was re
ol'ganized. As a result, implementation of the technical assistance part of 
the Loan was delayed for approximately 18 months; however, with the assistance 
of USAID, a technical assistance program \~as dQvelored unc! illirlementation \,li11 
begin during 1979. The implementing agency has requested an extension of the 
terminal disbursement date until December 31, 1980. Thet'e has been a high 
delinquency t'atr: in sub10ans made to member cooperativE's. This I'las not total
ly unexpected as the loans I-iere made to the rurill poor. ThE: implementing 
agency has not been furnishing delinquency reports to the USAID. (S[~e puge 8.) 

- Total loan funds authorized undor Loan ~:o. 513-T-066 probe.bly ctln'.Jt 
be util ized by the terminal disburseniont date. A technical assist(lnce con
tract financed under the loan contClins provisicna1 overhead rates. Artual 
~verhead rates have not been determint:d. (See pl'ge 11.) 

- There have been do1ays in implementing t\':o eler" ,1tS of LOrn No. 
513-T-067, Agricultural Production Cr~dit. l'he technlca1 assistance portion 
of the loan hflS not been can'ied out because the role of the implementing 
agency in the agriculture sector had not been determined until recently. 
The Policy, Planning, Information Systcnl financed I'lith loan funds has been 
delayed and has been redes:gned because of delays by another GOC agency 
in processi1g agricultural census data. (~Le page 13.) Under the credit 
portion of thG loan, funds ~ave been used by sub-borrowers to pay the 
Chilean 20 percent value added tax; however, the Loan Agreement has a 
provision requiring the GOC to reimburse the project for taxes paid Wllich 
is the procedut'c being follol·!ed. The present sy:.teln al1o~ls the sub-borrol'lers 
to offset the taxes paid with sub10an rroceeds aYdinsL taxes collected in 
connection \'Iith crop sales. (See page 14.) 

- Project No. 513-0296, Rural Cooperative Upgrading, was delayed 18 
months because of a reduction in project funding and financial problems of 
the implementing agency. (See page 15.) 
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- Because of the delay in the start up of Project No. 513-0305, 
Child Recuperation Centers, it will be necessary to extend the project 
completion date to meet project objectives. (See page 23.) 

- A limited review of the Title II PL 480 program did not disclose 
any deficiencies. (S~e page 24.) 
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IV FINDINGS AND RECOMMENDATIONS 

A. Loan No. 5l3-T-065, Agricultural Cooperative Development 

The Loan Agreement between the United States of America, the 
Government of Chile and the Institute for Fin~ncing Cooperatives (IFICOOP), 
Chilean private corpo:ation, was si9ned April 30, 1975. The purpose of the 
$15 million loan is to pY'ovide financial Qnd technical assistance for rural 
cooperatives in agricuHul'tt'l, fishing and other rc~lated activiUes. $14.2 
million of ihe loan is allocated to the firhll1cin~) of slluloans (~xtendr.d by 
IFlrJOP to cooperativE':s for subprojects wh'ich I'lill 'increase the income of 
thf: rural poor. The rrrn:dning $800,000 of the loan is for technicul (lssi!;
tance, fcasHd'lity studies, consultin9 servic2,s and cOJnll1ocit'ies. The final 
disbllrsernent date is August 31,1979. 

As of Jttnuary 31, 1979, the financial stutus of tile loan \'idS: 

Cred'j t 

Feasibility Studies 

Technical Assistance for 
Cooperatives 

Salaries 10r Professional 
Staff 

Equipment for IFICOOP 

Total 

Committed Disbursed 

$14,200,000 $13,742,517 $~, 57 ,483 

241,150 155,540 85,610 

477,442 105,871 371,571 

37,507 37,507 

43,901 43,463 438 

$15,000,000 $14,08~,898 $915,102 

Subloans have been made to 112 cooreriltives for the purpose of 
capital invc~tment or to f'jniltlce opcl';;r':ons. Si>:ty three ~;ubloc:ns \':err to 
campcsino, l'eform sector, lind al'tisMI f'i::~hin~ coopf'l'dtivcs \·:hich arc F1zlde up 
of the A.LD. target groups, the rlll"ill IJoor, The l'omainill~ 49 sub10ans \Ier'e 
made to Clgl'iculture coopcl'dLivcs \'iho~,c lilembcrsllip consists of varyin~ irlcome 
1 evel s bu t inc 1 udes mos tly t2.l'get S)1'OUp fllr;,i 1 i os. 

In January 1977 IFICOOr lIdviscd the USAID that it was fae. ing serious 
financial difficulties because of acquisitions of unprofitable enterprises 
outside the agriculture sector and the change in the money market due to the 
GOCls anti-inflationary policy. USAID reviewed IFICOOP's financial situation 
and determined that it had a seriou~ cash flow problem that would require 
drastic cutbacks in all deficit activities and general opcrnting costs. No 
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effective action was taken to alleviate the problem until the Superintendent 
of Banks made a follow-up audit in July 1977, and found that no progress had 
been made since the initial audit in May in disposing of unprofitable ven
tures, lowering operating costs or seeking refinancing. On July 15, 1977 
the Superintendent of Banks appointed a provisional administrator who stopped 
the loan program and concentrated on the financial recovery of IFICOOP. At 
that time $10.8 million of loan funds had been loaned to rural cooperatives. 
In the period .that followed IFICOOP ~laS reorganized and Ul1derwent a major 
cost reduction program. The bank debt with local commercial banks was re
negotiated, unprofitable or marginal ventures were liquidated, personnel were 
reduced by over 50 percent l a finanC"ial control system ~IaS instituted, f'inan
cial support ~/as obtained ftom the Central Bani: and more stringent pYitcticcs 
for subloan collection I'lere adopted. These actions enabled lFICOOP to resume 
1 end i 119 opera t ions. Fro~n Decembe1' 1977 to Se pten~bel' 1978, lou n fund s of 
$2.9 million I'lcre loaned to rural c(Jopert!tives lc:~aving a bal,tl1ce of ~/lSi',r184 
to be lent tinder the credit pottion of the loan. This amount is expected to 
be fully disbut'sed by A1I9l!st 3:.1979, the ternlltltl,l disbllrSEI11(~nt datl'. In 
addition to sublending loan funds, IFICOOP tlaS lent. $1.7 Illillion of its fund,;, 
including earned interest, to rural cooperat·ivr.s. IFICOOP has I?stabl'ish~>d 
a mechanism to assure thc permanent aV(l.·i1 C1bil it), of $16.2 orill ion fo~' f'inl!.ncing 
eligible sublo{1l1s. Th(~ l:lcr.h((nism 'includes the cl'cation of a segrerlctcd llccount 
in JFICOOP to I'ihich all Y'opay"wnts frou'l A.I.D. filwnced subloc:ns must be: 
credited. In addition, IFrCOOp "rill ~i1'Gdual1y lidc! to the account fro::: its 
01'/11 resources obtained from operati!l~ surpluses, ir,cl'casccl Cl'l,italizat.illi1 2nd 
recovery of portfolio fror,! opC!ratiorJ'; othcl' th(\l1 tllos{~ finclr.u'd undel' Ule ·Ioan. 
TI10so increim::l1ts I·lill be adequate to incl'casc the arr:ount to $lG.2 minion b.1I 
no later than December 1983. 

The subloal1s have been bendicial to the target 9rouP, especially 
the small scale farmel' \·;/iO (loes not l1Uve iHl i::dc:-qu':d.e land bJse tJ fully lise 
his labor, e.g., bee ilnd honey production activities and SJuthc·r;ng I~ild 
borries for productiol1 and export of rose hips. Al<;o subloans made ;:1 1'f:i:1ote 
areas have a high benC!f"it: for the rural poor bectlllse they an: curried Ollt in 
the poorer areas of the country. It is very difficult to c1r:tr.rmine 1:0\1 much 
and to l'/hat extent the subloans ha\'~ increased th<:; income of the: rurCll poor. 
In 1977 an evaluation systPflI I!US prepared by a COI1t.r,lctor finvnced uncl,:r 
Project No. ~13-0296; hOl'/ever, as a result of the reorganiZation of IFICOOr 
the evaluation systCr:1 is obsolete. The V;chnic~:l tlssistance ytrt of t.hf: 
loan includes funds to ri,:ll:r an evaluill ion of tlio effects of the credit com
ponent on cooperative inccwe. 

Nine feasibility studies costing $155,540 have been financed with 
loan funds. These studies include horticL·lture, flour, potatoes and fisheries 
research. We were advised by IFICOOP that five carly feasibility studi~s were 
expensive and not specifically applicable to cooperatives pJrticipating in the 
project. The early studies were approved by the USA1D Project Manager with 
the thought that the feasibility studies would be of o~erall help to the 
cooperative development program. IFICOOP has not been able to market these 
studies among member cooperatives or to outsiders. Recent feasibility studies 
are geared airectly to IFICOOP or a cooperative partici~~ting in the project 
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and the cost of the$e studies is significantly less. ' The $85,610 balance of 
loan funds earmarked for feasibility studies will be used in connection with 
the technical assistance program discussed below. 

The implementation of the technical assistance project under the 
loan has been slo\-/ due to IFICOOP's main efforts ut -Financial recovery. 
Tech~icul assistance loan funds have been budgeted to support two regional 
organizations' efforts to upgrade cooperatives in connection wHh Grant Pro
ject No. 513-0296. Also, with the assistance of the USAID Rural Development 
Advisor, a technical assistClnce progl"am for IFICOOP and member cooperatives 
has been designed. This program involves outside advisory services to train 
IFICOOP personnel in systems operations, loan evaluations, portfolio manage
ment and case studies of clients with problems. M~mber cooperatives will 
receive training in accounting a.fld administration, tec/mical and r))'ofessionul 
support in financing, production and marketing, and technical assistance in 
livestock, fruit growing and general agriculture subjects. IFleOOp has 
developed the tfc!lnicC:ll assistance program for implementation through 1980, 
and has requested an extension of the terminal disbursement date until 
December 31r 1980. 

Loan fund~ were used to install a telephone system in the IFICOOP 
offices ($36.350) and to proc~re typewriters ($7,113). 

1. Delinguent Sl!~loans 

As of October 31,1978, 39.3 ~.)(?('cent of subloans mode under the 
credi t pOl,ti on of the- loan \'Iere over six lil0ntl1s del i nqucnt. An (lgei ng of 
delinquent subloans follows: 

Total Under From 6 rllOS. From 1 to Frolil 2 to Ovcr Totol 
Loans G mos. to 1 yeJr Lvears L~i!E~ __ 3 years De~uent --- --- -_._-- _ ._-
112 13 22 19 2 1 57 

Amt. of (~/illions) 
Payments 
Delin-

$7,367 ij quent $1,158 $1.331 $4,789 $.041 $.048 

ij Computed on an exchange ra te of Pesos $33.50 to US$1. 00 

IFICOOP loaned a substant1al amount of new funds in 1976 to 
the lO\'ler income strata of the agriculture sector at a time when financing 
was extremely scarce. A high delinquency rate on loans to the rural poor 
could be expected, but a combination of market, agronomic and management 
factors has resulted in a higher delinquency rate than anticipated. Also, 
IFICOOP's cash flow problem, as discussed earlier, was detrimental to several 
cooperatives because follow-on loans were not made as planned. 
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IFICOOP has taken legal action to collect some delinquencies. 
Other loans have been renegotiated. Project No. 513 0296, Rural Cooperative 
Upgrading and the technical assistance projects using loan funds to train 
member cooperatives in management, accounting, production and marketing 
should help cooperatives to increase their income and repay loans ~/hich are 
now delinquent. Because of IFICOOP's positive action on delinquent subloans, 
no recommendation is considered necessary. 

Subloan delinquency reports are not currently being submitted 
by IFICOOP. The latest delinquency report available \~as dated January 31, 
1978. To analyze the delinquency problem 2nd more closely monitor the loan, 
USAID should ask IFICOOP to submit periodic (monthly or quarterly) delinquen
cY,reports. 

Recommendation No.1 

USAID/Chile obtain from IFICOOP 
periodic delinquency reports on sub
loans made with A.I.D. Loan 513-T-065 
funds. 

B. Loan No. 513-,.-066, Nut~ition De~.slorment 

Loan No. 513-T-066 to the Government of Chile was signed on 
Octobel' 23, 1975. The purpose of the ~)5 million loan is to c:nuble the 
National Council for Food clnd Nutrition (CONPAU), tin intE'rsf~ct(Jr'ial body 
dependent upon the l-linistt'Y of Hetllth, to crcllt0. an effective nutrit'ion pllln
ning process on the nationlll level. The process l'lill support the gOill of 
reduc'ing malnoLwishrnent in Chile uy one-half in t(:n years I-lithin the tar9ct 
group, defined in order of priority as infants fro111 birth to tl-!O yeilrs old, 
pregnant l'Iomen, lactating \'ICHnen, r:hildren fi'orn h/o to fivt: YOllrs old and 
chf1dl'en from six to fifteen years old, all rnen:bt2,"s of fuillilies in tho llJl'iest 
one-third income group. 

Loan funds will support three distinct, but integrated elements: 

- Technical assistance, to enable COilPJl.N to establish 
an effective nutrition planning process. 

- Consulting and other professional services of 
primarily local public and private entities to 
collect and analyze data. 

- Pilot projects to identify and field test the 
most cost-effective and innovative means of 
intervening in the nutritional system. 

The total cost of the project is estimated to be $9 million of which 
the borrower will provide $4 million in counterpart funds. 
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As of January 31, 1979, the financial status of the loan was: 

Loan 
Amount Committed Disbursed Unexf2end~~ 

Pilot Proj. $2,625,000 $1 ,900,000 $1,166,593 $1,458,407 

Cons. Servo 1,550,000 550,000 436,454 1,113,546 

T.A. 825,000 550,000 489,499_ 335,501 

Tota 1 $5,000,000 $3,000,000 $2,092,546 $2,907,454 -----

The final di~bLlrsernent date is October 23, 1980. At December 31, 
1978, the GOC has contributed the U.S. equivalent of $2,522,500. 

On July 15, 1976, CONrAN executed a contract v/ith Coml11unity Syst~ms 
Foundation (CSF), a U.S. consulting firm. The purpose of the contract is 
for CSF to provide technical assistance to CONPAN with the objective of 
developing I'lithin CON PAN a national nutritional planning system. 

At January 31, 1979, loan di Sbl1t'Selll~nt for CSF contract scrvi cos 
were $489,499. CSF has provided Chilean and U.S. personnel to (lid CONPAN 
to evalulIte, experoiment ltncJ propose challQ(ls of pol icy in currently o~eri1tin9 
nutrition programs, to analyze) select and impleJJl::nt nutl"ition l1nd institu
tional projects, to detcnilino policies and cost-effective rnCclSlIrcs for 
solving nlltrit°iunal probl'2ms i\rl~J to gC::1101'rltc proposals for ne\,' projects arid 
programs. CO:~Pfi.rj consiuers t1w pel'forlT:Dncr. of CSr- to be sat"isfactoty and 
believr~s that it has accoiJ:plishr:d \'lith th2 h.:lp of thl! technicill ilssistanc(; 
contruct the project objective of estt:blishoing an (·Hcctive nutl''ition plilnn-in9 
process. 

CONPA!~ hilS °initiated 19 Pilot rl'o.il:cts throuQh Oecellll1cI 31,1978. 
CONrAN plans to initillte 10 n:orr: c1uril19 1979. Pilot Projects an: in the 
nutritional field and ilre for- the; purpuse of id<:ntif.Yili~ ane! field testill9 
the most cost-effective and illnoviltive liiC0on~; of int(:I'vening in tile nutl"it"iorJc11 
system. The projects ilrC' imple:nented by f.ontracts, uSl!cl11y Ivitll i1 (iOC entity 
such as the Hinistry of Agriculture, ililtiulli.ll Health Service, etc., and arc 
supplemented vrith contrClcts l'lith consultirJ~l and pl'ofcssiollill firms or indivio. 
duals. The results e>:pected of pilot rroj(;ct.s arc (l detcrminrtion of nutri
tional conditions in Chile and hOI'! best to opC'rute to il11prove tile nutritional 
conditions of the tilrget group. As mentioned belOloi °in the eValuation reporot 
on the project, this phase i: I'iaking satisfactol'Y progress. 

The Goe ~linistry of Health statistics for the period 1')74 thru 1977 
show that the mortality rate for infants ° to 1 yeur decreased from 63.3 to 
47.0 per 1,000 and for infants 1 to 4 years from 2.63 to 1.68 per 1,000. 
These substantial decreases in child mortal ity rates are indicative of the 
attainment of the project goal of reducing malnourishment in Chile. 
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An evaluation was made of the project in May 1978 by an A.I.D. 
financed contractor. The evaluation reported favorably on well-executed 
contractor pilot projects (e.g. family gardens, sanitary facilities) and 
studies (e.g. monitoring nutrition status. estimating food production. 
identifying foci of mRlnutrition) II/hich increased usefiJl knol'/ledge substantial
ly. A manua,1 of procedures and a functioning library also illustrate CONPAN 
administrative development with the result that CONPAN now has a realistic 
information system. CONPAN shows high proficiency in other formal aspects 
of institutional performance. The evaluation was critical of the CONPAN 
operation in the area of coordination with other GOC agencies and managEment 
policies on nutrition plnnning and analysis. Since the evaluation, CONrAN 
management has been replaced .and certain operations of CONrAN have been 
reorganized. From our d'jscussions I'/ith CONPAI'l and USAID officials and our 
observations, we are of the opinion that improvements have been made in 
these al'eas. I\n evaluation of the project is sche.duled for .lune 1979 and 
this should determine the extent of these improvements. 

1. Projected U~e of Loan Proceeds 

The loan a~ll'eer.1ent provides that $1.5 million of loan proceeds 
will be used to finance the U.S. dollar costs of goods and services roquired 
for the project. At JanuLlr-y 31, 19i'9, loan (I;sburscments of ~5l8,049 !lave 
been made f:om this category. 

We discuss~d with CONPAN officials the projected use of the 
remairtinu b(1.l11nce of loan funds for U.S. dollJr costs of 90uds and sc:rv-jc:es. 
They stated that very little additioi12.1 funds of the $1.5 flli11ion are c.:pected 
to be utilized for U.S. do"/ll1r costs. Project pli)lls (1ntir:iprded that il sub
stantial amount of expert services \'lOulcJ be obVlined outside of Chile. ~~[J\"I-. 
ever, as the pI'oject p),o~)r(~ssed, it \'.'(1S found that liiu.-::h of the: expertise 
required for tht! projE~ct VlllS available ill Chile. Costs being less for tlic: 
Ch"ileJn services, tli.e ned for services outside Chile did not matel'iillize. 
CONP(IN h'ould like to usc the renwinirl0 funds fo!' project 10ci11 currency costs. 
HOI':evcr, COUPAN officiClls stlid it 'is prolnblc· lh.Jt (111 of the remainin0 loan 
funds could not be utilized hy th(; Octobl'r 23, 19nO loan terminal disbllrse
ment date. They believt:: thi'1t a )'oar's extension \'Iould provide sufficient 
time to use all of the loan funds. 

The USAID needs to re'/iel'l vii th CONP/\il tile projected use of the 
remaining loan funds and take appropriate action to modify the agreement so 
that maximum use of loan funds can be acbi~ved .to CC1.rry out project objectives. 
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Recommendation No.2 

USAID/Chil e, revi ew with CONP,~N ,the 
projected' use of remaining loan proceeds and 
modify the loan agreement to maximize use 
of loan funds. 

2. ~omr~~i.ty Systeil1~ foundation 19SF) 

final overhead l'ates have not ~e('n submitted by CSF since 
inception of the contract. 

Article JV of the contrilct provides for the payment of 
overhead expenses as follo\-:s: 

IIUntil tho fin~\l sums of overl1eadare 
established, provisionill pJyments will 
be made in li~u of allowable indirect 
costs, in an amount cqunl to 31.5 per
cent of th·:; l.()t~ll direct cost.s, subj0.ct 
to un appn.'p\'ii:lte ehall;)':> l'lhcn the final 
surns arc cSl:ilblished for Hat per'jod ll 

OVErheild is (l substti.lll'ii\'1 cost of tho contrdr.t ($127,621) 
and thus, CSF sk,il:ld suL,,;H (!cJ~'Jal ()\'t:I'r,:'(\d l'ute:; fot' cuch of its 
accounting periods since irlr:ept.-ion O'~ thr~ cOlliTJct 2nd an c:ppropric,tc 
adjus tlJ1cnt of tiJ2 OVerhl",lcJ cos ts sliou"icl be mllde. 

Rer.C'i.mC'lId:! t i Or! No. 3 

US/\IDjClrile, in conjunction 
with COi.PJ\lI, obtClin act~l\l over
head l'Cltos from CSF ilnd l\djust 
tile contri,r.t provi~.iorl:Jl overhead 
rate as appropriate. 
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C. Loan No. 5l3-T-067, Agricultural Production Credit 

The Loan Agreement between the Government of Chile and the United 
States of Americil ~,as signed July 27,1976. The $14 million loan is tQ 
provide agricultural production credit to the small farmers in Chile ~. 
and establish a policy, plann'ing and information system I-lithin the r'linistl'y 
of Agriculture with a broad program for gathering, processing and analysing 
data and for providing necessary technical assistance. The goals of the 
loan are to improve incomes, farm productivity, and employment opportuni
ties of the sillull farm families, and to achieve gl'cater a~jr'icultural produc
tion. 

Of the $14 million loan, $12 million is for credit operations for 
financing small farmer production npeels: $7.5 rail 1 ion for relending to small 
farmers through the Institute for Agri~ultural Development (INDAP), an 
aLltonomous entity (If the r'iinistry of /\UI'iculture, and $4.5 r;rillion for relend
in9 by private sector Sou\"ces through the Ch'ile~ln banking system. All sub
loans to small farmers are at a 12~ interest rate. At January 31, 1979 the 
status of loan funds \,Ias: 

AVili12ble Disbul"sed Unex~~IQ..~ ----- ------,-

Cred it Operations $12,000,000 $10,2,10,352 $1,759,648 

Technical Assistance 500,000 500,000 

Policy, Pl ann'irlg ilnd 
Information System _-=~,JJOO ,000 ___ 498 ,11~ -.l~901 ~~~5_ 

Tota 1 $14,000,000 $10,738,467 $3,261,533 
==.:::::.-:: . ....:;... :;::=:=:=...=.: ~ -===:.====-===-~-= ~ ~:"=-=--=':'::""::'.:.- ':-:'-::::-.:: 

The final disbursel'~~nt date is June 22, 1980. 

Implementation of thl.! crodit operations portion of the loan is 
generally on schrclule. tIS of DeCC;,lb!?I' :n, 1978, the kinkino arid financiul 
institutions h~ld Illade ~;ubl()0ns of s,n ri1illion to 7,7nO smul'l farmers, or an 
average loan of Sl ,11Ll. This (~xc(:eds by ~,2 rilill i(;l1 the (lIilO~int progrili1i~rc'd 
to be lent by b2.nl'.iWJ anI,; finClnciill institutions Ilut fdlls silOrt by 3,1170 of 
the projec.t goal of 11 ,250 recipients. This is b2CJlJS(; subioilns thro~~lh 
the con'mercial bc::nf:ing sy~,tern I-Iere nEldo to the larS]cr of the sfl~all farmers 
and the dlllOLJnt of the 5ubloc:rls ri€rt! ~it'eilter than ori~!inally pLumed due to 
higher production and invcsbnent costs. To help insure thut loan proceeds 
reach more small farmers, the maximum amount of sL!b10an for these purpos(~s 
I'las reduced from an earlier limit of $2S,OOO to not more thiln $10,000. As 
of December 31,1978, INDAP had loaned $11.3 million to 38,481 farmers, 01' 

II By definition a small farmer is one that farms no more than 12 basic 
irrigated hectares. 
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an average loan of $293. INDAP's loan were to the smallest and poorest 
farmet's and exceeds the planned number of recipients to be reached by the 
end of 1979 by 20,000. The subloan delinquency rate is about five percent 
which is well under the project target of 10 percent. This indicates that 
farming operations financed with loan funds have brought financial returns 
to credit users. 

The loan agreement provides that a credit fund of $24 million will 
be established over a period of three years. At December 31, 1978, the amount 
of the credit fund was $22.3 million, $8.9 million from loan funds, $0.2 
million from loan funds recovered and relent $12 million fro~ Goe contribu
tions and $1.2 million from Goe funds recovered and relent. It is expecte1 
that the full amount of the credit fund will be reached in 1979. Thus il 

permanent source of creel i t \·,i 11 have been es tab'l i shed for tile small farmer. 

_ Implementation of the tec~nical assistance portion of the lo~n has 
not taken place due to tlie delay in rc:orgllnizing the offices \\'ithin the 
~lin;stry of I\gl'iculture. Specif'icany, there hE.d been u dGll1Y in uetcrmining 
the exact role of INDAP in the agriculture soctor. We discusseel th~ delay 
in submitting the irnplcl:1cnti!tion plnn \,,'ith thc: USflIO Rura"1 112velopmc'nt {\uvisor 
He stated tl1ilt a plan has been formulated by 2_ tr.chr';cian from the Il'itl"isi:r-y 
of Agriculture1s Development Planning Office (ODEPA) clOd \','CiS sLlDrnHtc~d t(i 

USAID in JanLl~lry 1979. Till! plan is u/1cler revic','J and should be apPI'ovcci by 
the USAID by jt,ilrch, \,Iith the implcrn'::ntat"ion of the: plan to begin in flpri"l" 

The Po"licy, Plami"ing, Inforll1ation SystCiil (PPIS) C'J:l1f1onont of th~ 
loan is broken dovin into assistance: to the I;utionul Statistics Institllir.' 
(INE) in I-ll'ocessing thC:' 1975-1976 tl~!ricu1tul'i.l Ct-';lSUS and ClssistClncc to 
ODEPA. The census is auout tviD YOdl'S behind selic·c'ui c tlnd \1ill not br:: (.O!;I

pleted until December 1~179" USAIO hilS urged !ilt to give ~JI'C:tltel' priority to 
the census as the dc'lay has creatco clifficlllti(:s in designing )'el'i2ble samples 
for farm surveys. I\s a result of tht' delay, tile rroject eVCllllation schf~cJuled 
for June 22,1977 to drtel'lwinc income 'increilses of credit users and e>:pcln~;icrl 
of rural employment as a result of credit availc;bility to small farmers fillS 
not been made. The PPIS activity was redesigllcd by the ODEPA resident advisor 
and is ready fOt' "impl (·mentation. A loan funded contract \'iaS avwrded in 
January 1979 to perfonll the fil!ld \·:ork to obtllin cluta for the evaluation. 
The PPIS "is designed so that project evaluations cun t'e r:~(lcle every throe 
months using information submitted by the r'lini~,tt'y of {\gr-icultul'els re£lional 
offices. Tnus ODEPA \·1111 be able to closely filonitOI' the credit aspects of 
the small farmer. 

Assistance to ODEPA consists of the contract services of a resident 
advisor who is a senior economist from the World Bank. The contract for 
$216,000 is financed with loan funds and is for the period September 24, 1976 
to September 23, 1979. Both the USAID and ODEPA consider his performilnce to 
be highly satisfactory. The contractor's accomplishments are detailed in 
the PPIS progress report covering the period from October 1976 to October 
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1978. Essentially, he has modernized and improved the planning and analysis 
capabil ity of ODEPA, guided and eval uated the executi.on of the agriculture 
production credit 'program under the loan and trained and supervised the 
staff that is implementing the PPIS. 

1. Value Added Tax 

Subloan fund~ have been used to pay the Chilean 20 percent value 
added tax (IVA) although the loan agreement specifically exempts loan funds 
from taxation. Section 4.05 of th~ Loan Agreement provides that the GOC may 
reimburse the project for taxes paid \'lith funds other than those provided 
under the Loan. This in effect is I'lhat thE GOC is doing because a permanent 
credit fund of $24 million is being established, $12 million of loan funds 
and $12 million from the GOC. As of December 31, 1978, the credit fund \'las 
$22.3 million. Thus the GOC portion of the credit fund is reimbursing loan 
funds which have been used to pay the IVA tax. 

All sub-bortOI'let'S under the project are required to pay the IVA 
tax on a 11 pl'OCUre01r!llt of commod i ti es llsed 'j 11 crop produc ti on, i. e., seeds, 
fertilizers, capita'! investments, etc. The tax is imposed by the GOC on all 
sales and is' stated sepal'ately on all vendor's invoices. I-Ihen tIle crop is 
sold the farmer charqes the 20 percent IVA tRX to the buyer. We found that 
some fanners I.,.ho huh: received subloans htl.vC? benefitted from paying a lesser 
net IVA tax because (~'ither they keep records or they are provided u.n account
ing serv'ice by a cooperative, bank or privClte institution. By maintcining 
records the IVA tax pClid for inputs can be offset against the IVA tax 
collected in connection \'lith the ~ale of crops. This is 1 (;gu.l undcr the GOC 
1 a\'l arid grea tly reduces the net IV!'''' tha t tl. SnJl.! 11 farmer PllYS. USAID hus 
discussed l'lith ODEP/\ and IiJDAP the possibnity of establishing Cl systC!11 I'lhere
by all farlil'2rs obtaining sublonns I'.'ould be: provided I"ith instructions fot' 
keepi n9 records \,Ihi cll l'/oul d Ent'i CI e the sub-horrOlver to offset taxes pa i d 
on inputs and sales. Formulation of a system hns been delayed because of 
higher prior'ity tasks. USAID I·lill continue to urge the [lorrOl'ler to develop 
the system. Accordingly, no reconTIlcndation is cons'idered necessary. 

D. Project No. 513-0296, RUI'al Cooperiltivr Up~.tadj.!!.9. 

TIle USAID entered into a grant a~jt'e(:lllc.:nt with th~ Cooperative 
Finance Institute (IFICOOP) on September 30, 1976 for the purpose of improving 
the efficiency and 'adequacy of the managerial cnpacHy and service c2.pability 
of rural cooperatives I· .. hid are primarily cCiinposed of 101'I-income traditional 
farmers. The proj!.!ct objecti'l~ is to upgrcdc the staffs of the COopct'i::tives 
that participate in the project by providing technical and materinl assis
tance. The 17 participating rural cooperatives are those that receive sub
loans under Loan No. 513-065, but for various reasons, i.e., poor management, 
market conditions, etc., have not ~cen able to repay the loans. 

At January 31, 1979, $155,436 of the $250,000 project funds had 
been expended. 

'- 14 -

http:executi.on


The project agreement provides that additional funds will be 
contributed to the project: Loan -065 - $63,754; IFICOOP - $57,663; and 
participating cooperatives - $11,000. At January 25,1979, other funds 
provided were: Loan 065 - $30,368; IFICOOP - $42,295; and cooperatives -
$5,882. 

The original project completion date \'/as March 1, 1981; however, 
the budget submitted to USAID in May 1978, provides for the disbursement of 
funds through 1979 with project objectives being met by the end of 1979. 

Implementation of the project was delayed 18 months because of 
two reasons. First, as a result of a GOe decision not to be considered in 
the Congressional Presentation for future funding, the project was reduced 

,from $1,016,000 to $250,000. With the reduced funding level, the number of 
regions in \'/hich the upgrading program \vas to take \'.'as reduced from four 
to two, and the number of rural cooperatives to benefit directly \'/aS reduced 
from 80 to 17. Secondly, because of IFICOOP's cash flow problems lending 
operat';ons ceased and IFICOOP underh'ent a l'corganizlltion. As a result actual 

, project implementation did not begin until March 1978, when IFICOOP appointed 
a project director, hired a resident advisor and contracted with four organi
,zations to implement the project. 

T\,lo of the AID financed contracts are for instructional purposes: (1) 
Institute for Cooperative Auditing (AUDICOOP), a $3,000 contract tU prepare 
accounting manuals and instructional materials, and to present courses to 
cooperative staff and management in accounting and internal controls. All 
manuals and instructional material have been prepared and accounting courses 
were presented to 49 cooperative members. (2) Center for Cooprrativt' Stud'ies 
,of Catholic Univcl'sity (CECUC)', a $12,000 contract Lo conduct classes in 
economic and financial program systems, cooperative organization and to pro
vide teclmical assistance to re~Jional institutions and the coop,:ratives. 
Classes have been presented to 62 cooperative members. The USAID Rural 
Development Office considers the instruction to be good and has suggested 
to IF!COOP that it be presented to all member cooperatives on a reimbursable 
basis. 

Two other AID financed contracts are with regional orqanizations: 
Fundaci6n Pedro de Vi\ldivia of Region X, for $106,896 and Planning for Rural 
Development (PLANDER), of Region VII for $11~,577. This is the first tirr:e 
that regional organizations supported by IFICOOP have been used to upgrade 
cooperatives. Previously, upgrading consisted of no more than providing 
a troubled coopet'ativc with a temporary nJanager. All of the cooperatives 
selected for upgrading are in deep financial trouble with delinquent loans, 
but IFICOOP believes they stand a good chance of becoming profitable with 
assistance from this project. 

Under the project supported upgrading program the 17 selected 
cooperatives in Regions VII and X received intensive training from CECUC and 
AUDICOOP. Technicians from PLANDER and Valdivia reviewed each cooperative's 
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internal structure, management, budgeting, etc., and are now in the process 
of providing training and advisory assistance to the cooperatives. Each 
cooperative will receive assistance for about six months. Overall assistance 
is monitored by the resident advisor under a two-year AID financed contract 
in the amount of $30,240. We discussed the upgrading project with technicians 
from PLANDER and Valdivia, the resident advisor and members of three of the 
nine cooperatives that were participating in the upgrading program at the 
time of our audit. ,The training and advisory services provided under the 
project are sa'ti sfactory, and barri ng unforeseen events, the upgrad i ng program 
will make the cooperatives capable of providing their members with the 
services for which they \'/ere organized. 

E. Project No. 513-0271, Child Nutrition 

This project was initiated on February 1, 1975 and has been a many 
faceted vehicle to advance child nutrition programs in Chile. Funding has 
been provided by five project agreements (ProAgs) and two Operational Program 
Grants (OPGs). The National Council for Food and Nutrition (CONPAN), an 
agency of the GOC, is the implementing agency for the ProAgs and the Seven~h 
Day Adventist Horld Service (SAWS) was the implementing agency for the OPL. 
As of January 31, 1979, the status of funds I'/as: 

Unl iquid,ated 
ProAgs Amount Ex~ended Balance 

, CN-1-75 $ 50,030 $ 50,030 $ 
CN-2-75 121,000 121,000 $ 
CN-1-76 116,400 114,916 1,484 
CN-1-TQ 32,200 31,645 555 
CN-1-77 40,000 39,050 950 

Tota 1 ProAgs $359,630 $356,641 $ 2,989 

OPGs 

513-011 $120,000 $120,000 $ 
513-271 120,000 120,000 

Total OPGs $240,000 $240,000 $ 

Total Project $599,630 $596,641 $ 2,989 

1. Pro-Ag CN-1-75 {March 25, 1975) 

The purpose of this Pro-Ag was to provide funds to three 
volunteer agencies to conduct nutritional studies. 
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Catholic Relief Services (CRS) - $15,380 to make a pilot project 
study of breast feeding. It was ~oncluded·that maternal feedings up to a 
minimum of six months was a good method to improve the nutritional level of 
infants. 

Seventh Day Adventist World Service (SAWS) - $10,150 td make a 
st~dy on how to bring malnourished children back to health and educate the 
parents. This was the forerunner of the Operational Program Grants. 

Cooperative for American Relief Everywhere (CARE) - $24,500 to 
study primary school feeding in m~rgina1 areas and establish actual nutri
tional needs. A study of 19,200 children in the 6-12 age group from 400 
schools was made. The final report contains many statistical tables but 
no conclusions. USAID did not consider the study of much value and material 
was not used in future child nutrition studies. 

2. Pro-Ag CN-2-75 (April 22, 1975) 

This Pro-Ag provided funds in the amount of $121,000 for 
Comunity Systems Foundation (CSF) to develop a national llutritiona1 planning 
system. The study provided the basis for the Nutritional Development Loan 
066. The contractor's perfOI"manCe was rated as outstandi ng by the USAID and 
CONPAN. 

3. Pro-Ag CN-I-76 (December 19, 1975) 

The purpose of this agreement was to carry out a series of 
activities in the field of nutrition. Jorge Weinberger & Associates was 
contracted to conduct an in depth analysis of GOC major institutional feeding 
programs. The amount of the contract was $19,922 and the study resulted 
in a school feeding pilot project under Loan 066. 

Grant funds of $41,658 were provided to d~velop a mechanized 
data system (MDS) \'/hich provides up-to-date information about inputs and out
puts of PL 480 and locally provided food. All feeding centers and warehouses 
are included in the system. The system utilizes an IBM 2741 located at the 
University of Chile Computer Center \'tith a terminal computer at the USAID. 
Contractors' costs and inputs are shown below: 

JRB Associates 
IBM 
Logical Technical Services 
IBM 
Telephone Company 

Total 

$ 9,665 
23,100 
3,727 
3,089 
2,077 

Des i gn the ~1DS 
Computer Program Development 
Review and improvement of the Mns 
Terminal. $675 unliquidated 
Telephone line to the USAID 
computer. $809 unliquidated. 

$41,658 $1,484 unliquidated. 

Other nutritional studies under ProAg CN-I-76 were made as 
possible lead-in projects to Loan 066. 
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a. Mapuche Indian Nutrition Study ($15,619) 

Advisors in Methodology and Research (AMI) and the 
Institute for Development of Indigenous Populations (101) made an 
analysis of the nutritional status of the Mapuche Indians. The conclu
sion was not to pursue the subject further. 

b. PNAC) 

. AMI also made a study of the milk distribution program 
of the National Health Centers (SNS). The study concluded that PNAC had 
some logistical and management problems. CON PAN is working with PNAC to 
improve the milk distribution system. 

c. SNS Maternal/Infant Registry ($2,500) 

The Centers for Research and Education (CIDE) made a 
study which was the beginning of CONPAN's Nutritional Information System 
Project called Sensors. 

d. 

Breast feeding is a current CONPAN project and the OPG 
was successfully concluded in December 1978. 

e. Development of a Project Design for the Potable Water Pilot 
Project and Rura'IEnvironmental Sanitation Project ($26,200) 

The Community Systems Fourdation was the contractor. The 
work done is being used for an environmentd1 sanitation pilot project under 
Loan 066. 

4. Pro-Ag CN-1~TQ (August 31, 1976) 

Additional funds were provided under the grant to carry out 
more nutritional activities. 

Terra Institute was contracted for $16,900 to develop base
line data and institutional and project analysis requirp.d to prepare a 
Project Review Paper for an Integrated Community Nutrition Loan Paper. 
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This information was not used as the GOC, because of the human rights 
issue, requested that no new projects be presented to the U.S. Congress •. 

Horacio Lira, Inc. was contracted for $1,800 to start up 
the environmental sanitation pilot project ano provide sanitary engineer
ing services to CONPAN . 

. Funds in the amount of $4,686 were used to design and print 
1977 Title II PL 480 Health and Nutrition calendars. Lastly, $6,000 was 
provided for professional services to operate the MDS computer, of which 
$555 is unliquidated. 

5. Prc-Ag CN-1-77 (December 29, 1976) 
, 

The purpose of this grant in the amount of $33,500 was to 
finance regional seminars which explained the Nutritional Assistance 
Program in support of the GOCls Minimum Employment Program. This was 
a food for work program using Title II PL 480 food inputs. The seminar 
program was sponsored by U3AID, the Ministry of Interior, eRS, and 
Caritas. There remains an unliquidatea balance of $950. 

In addition, the grant prov~ded $6,432 for 1977 Title II 
PL 480 calendars. 

F~ Operational Program Grants 

--The first OPG was effective June 26, 1975 and the follow-on 
OPG began on May 27, 1976. The purposes of the OPGs were to deliver 
Title II PL 480 food to malnourished children and to provide partial 
support to design, establish and test an intervention program for mal
nourished chiTdren in the zero to five-year old group in all geographic 
areas of Chi 1 e. 

The final expenditures of OPG funds were made November 9, 
1978. A breakdown follows: 
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Personal Services 

Program Coordinator 
Project Manager 
Technicians: 

Nutritionists 
Project Implementors 

Subtotal 

Technical Assistance 

Customs Clearance 
Evaluation 
Education and Training 
Subtota 1 

Travel and Per Diem 

For non-professionals 
For professionals 
Subtotal 

Commod it i e s 

Sacks & bagging 
Training Materials 
Subtotal 

Logistics and Support for 
Education Program 

Education Program 

GRAND TOTAL 

$ 3,636 
6,000 

13,984 
15,252 

$ .5,788 
32,547 
6,708 

$ 867 
11 ,550 

$75,256 
59,712 

$ 38,872 

$ 45,043 

$ 12,417 

$134,968 

8,700 

$240,000 

The objectives of tt·~ OPGS were fivefold: 

(a) To deliver Title II PL ~80 food to about 1,200 National 
Health Services (SNS) clinics where the malnourished children are being cared 
for. This is being implemented by SAWS/OFASA which provides corn soya meal 
(CSM), Wheat Soya Blend (WSB) and oats. During 1978, food was provided to 
108,000 malnourished children. Each child receives four kilograms of food 
per month. The three commodities are packed in one kilogram polyethylene 
bags. The bag contains legends indicating that the food is for recuperation 
of the child's health. 
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(b) D~velop curricula for training courses in nutrition. SAWS 
produced 21 different films on child nutrition, prepared 25 different audio
visual materials for teaching nutrition and purchased the following commo
dities for use with the training courses: rota folios (blackboard with 'felt 
training aids), two slide projectors, one film projector and two cameras. 
Training courses have be~n presented at SNS clinics throughout Chile. 

(c) Design, write and print educational materials for two types 
of nutrition education programs, one for training of mothers and the other 
for educational materials for mothers. Extensive instruction3 have been 
prepared by SAWS/OFASA for food preparation. Periodic information bulletins 
have been prepared. Both of these have been distributed to mothers at the 
SNS clinics. 

(d) Conduct training courses. In addition to the training 
courses held for mothers using the materials in (b) above, other courses 
have been held by SAHS/OFASA as follows: 23 seminars were held for SNS clinic 
volunteer workers in which 300 volunteers were trained and nine regional 
seminars were held which were attended by doctors, nurses, social workers, 
nutritionist~ and other personnel from SNS. Approximately 800 attended these 
seminars. 

(e) Design and establish data systems. SAWS contracted with a . 
Chilean company, Nutrition and Food Engineering (INUAL) for an evaluation of 
the SAWS/OFASA Program in clinics and to provide technical assistance to 
design and implement an information system and to train SAWS/OFASA personnel 
in the use of the system. The amount of the contract was $32,547. Health 
and nutrition data sheets were designed and are used in all SNS clinics. In 
addition, a food consumption survey was initiated and is being continued by 
CONPAN. The final report of INUAL states that the results of th~ program 
are surprisingly positive, with a recovery of 30 to 40 percent of slightly 
malnourished children and 6'1 to 70 percent for severly malnourished children. 

In conclusion, the OPG was successfully com~leted with all 
objectives met. The intervention program developed under the OPG has become 
a regular part of the Maternal Child Health program of SNS, with a yearly 
agreement signed by SAWS, SNS and USAID. srlS is now paying for packaging, 
transportation and ~arehouse cost of the PL 480 food. 

A national statistic is that the mortality rate of childr~n 
from one to four years of age has decreased from 2.63 deaths per 1,000 in 
1974 to 1.68 in 1977. 

G. Project No. 513-300, Day Care for Hardship Children 

This project was initiated on September 28, 1976 to assist the 
YMCA/Chile in operating the day care center at San Bernardo Centro de Atenci6n 
Diurna (CAD). The purpose of the project is: 
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1. Improve the mental, physical, and emotional well-being of "hardsh,ip" 
children, especially through improved nutrition in the 6-14 age group. 

2. Increase the income of "hardship" families and reduce social problems 
such as juvenile delinquency and abandonment. 

3. Ultimately deliver increased benefits and services to "hardship" 
children at no additional per child cost, in order to demonstrate that 
comple~e day-care centers -- those which provide nutrition, scholastic rein
forcement and vocational education components for the participants, and 
family education and technical training for the parents -- are feasible for 
children living in irregular home situations, and that such centers are a 
viaLle and preferJble alternative to placing children in orphanages or open 
day-care centers. 

. To implement the project A.I.D. provided the mCA/Chile Operational 
Program Grant funds of $108,250. The project was completed in December 1978 
and the final status of funds was: 

Workshops 
Scholarship Program 
Feeding Program 
Technical Assistance 

Total 

a. Workshops 

Obligated/Expended 

$ 44,360 
26,435 
7,600 

29,855 

$108,250 

Equipment was provided for sewing, electrical/carpentry and 
printing shops. A technical training program has been established which is 
developing the basic skills in boys and girls to earn money while they are at 
CAD and prepare them to enter a technical training school upon completion of 
elementary school. Night classes are held fol' parents to enable them to 
obtain a skill. In addition to training purposes, the equipment is used to 
make articles and printed materials used in the Center. 

b. Scholarship Program 

Tables and chairs were provided for three classrooms. In 
addition, OPG funds were used to purchase textbooks, copybooks, audiovisual 
equipment, lockers and tables and chairs for the library. The scholarship 
program reinforces the children's education by providing coaching and tutor
ing from volunteer teachers. Also regular classes are held for children not 
enrolled in public schools. The Center has two full time social workers 
and a psychologist. All children are given psychological, emotional and 
physical tests and are provided counseling which is also available to the 
parents. Additional services provided at the Center by volunteers are 
medical and dental treatment and legal aid. 
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c. Feeding Program 

A baking stove, a cook stove, refrigerator, trays, cups and 
tables and chairs for the dining roorn were PI'ocUl'ed. CRS supplements the 
feeding program with Title II PL 480 food. The Center also receives food 
donations from other sources. 

The children receive three meals a day, six days a week. 

d. Techni ca 1 Ass i stance 

To develop the project USAID contracted the personal services 
of two Americans for $8,250. The OPG also finilncecl th~ peso equivalc:nt of 
$21,605 to contract (I Chilean team consistin~ of a psyclwlouist, a :,ociolo
gist and 0. stfltisticiiHl to make (1 study of the or:nefits derived frw the 
CAD Center compal'ed \,/ith other types of centers. The stud" revcr11 e:d that 
the percentage of improvement 'in the intellcctuill, incfiv'idual Illotivill"ion and 
orderly behavior are,'1S I'ias highl:l' fol' the CM) Center Childrr.l1 than ch'ildren 
from other centers. The! finill I'cpud concluded th2t the pc:rfon(Ii'llcc of both 
boys and girls from the CAD 1'lilS b2tt,:l' becCll'~'C th€' child 'is ViVE'1l t.1ssistanc[~ 
away from home for purt of the day but doo:; not lose touch Id th till: ft'lliii ly, 
thus developing mOI'e sol id emotions. 

In addition to (I.J.D. assi~;t'::lic:e) tilt' Ccntol' ",is i"t:cc.:'jVl:C 
the peso e:qLriv(11ent of ~;51,OC-8 froii! the yt,~cr" fel)' salnl'ics, opcr<1till~' costs, 
parents I c1 ubs, worl:sll(l!,;;, t.he scl,olz,stic IJt'(JJr'iliil ilnJ ,I lOl'Il~:rl il1~; 'i)'(,~;l'lilil. 
Tile Nation[tl Council for ChildtlC.'cd hilS COlllTit'ut('cI the pC'~,O cqu'iv;11:nl of 
$ 7 0 ,235 for sa 'Il! r i e s, the f e c: cf 'j 1'1 Sl pro ~Jl' il r:l .} nc!o r ,c. 1';1 tin ~ (0 S t'i . 

The CflD Center SlIr1pol'ts :';00 Iic:rdsllip cli'; ldn~ll. {lnCI" S~'lile 
initial n:Dlla!Jeillent prol)l~;ns, the Center 110\'1 lills (\ cilpzlblc' cin!ctul' al~L; 
sta ff. 

Project. purpo~,es htlve bC-:011 I:i(;t:. The mentdl, physicCll and 
emotional \·:c:11-bcin9 O( the "hurLis/r'ir" childreli hilS bOl:rJ ir;lpl'oved. The 
children recp'ivc three meals il day, C1ttituc!e~; c:l:cI lC':ll'Jlin9 capacity hilve 
been improved due to the: atrwsphcre Clf the Center and thl: personal helpful
ness of the ~,tc:lff. To hel p "hardship" fami 1 irs incrr.(\~o tll!?ir inclJil i (', tri':in-
ing courses arr. offered tiS I'lell as SUllie flllr't. tin:~~ I':ork ill the Center. In 
addition, the Center has a plilccinl'nt office. Sor:icll 1,(ohle:J:ls Iravr~ bC'l:n reilwcd 
by having tho children in the center under :,l:pc:rv;scd conditicns . .I\lsC! frf:e 
medical serviccs and legal aid are available. Studies have shown that the 
increased benefits and services of a completc: d~y care cellter are preferable 
to orphanage or open day care centers. 

City officials of Antofagasta and Valparaiso are impressed 
with the results of the CAD and similar centers will be opened in those 
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cities. The cities have donated land together with limited facilities to 
the YMCA for developing the same type of a day care center. 

H. Project No. 513-0305, Child Recuperation Centers 

This Operational Program Grant in the amount of $320,500 is for the 
purpose of assisting a child nutrition recuperation program for seriously 
malnourished children under two years of age. The program is being implement
ed by the Child I!utrition Corporation (CONIN), a private non-profit foundation. 
The effective date of the Grant vIas Harch 23,1977. As of January 31,1979, 
$209,403 had been expended. The objective of the Grant is to help improve 
the effectiveness of the program through development and implementation of 
(1) evaluation act';vities and (2) a systemati7.er.! trrl"iriin~J program for reC:llrera
tion c.enter personnel as '1lell as an educat'ional progrilm directed at the 
families and cOlTlillunit'ies "/herr! malnourished children l'jve. In Cliile, the 
death rate of children in the zero to h:o yeilt'S Clge group in follli1 ics tllll'~ 
live in extreme PQvr.~l'ty is very l1igh. To cope \'/ith tile problcol COllIN stt:l'tcd 
the f"irst l'ecupert\t-ion center in 1975 \'Iith ~jO severcly IllalnOllrish(~d children 
under hiD years of ag(~. Results \'ICre ir:lfJl'c:ss'jve and the pro~ll'l'l1l hilS C]rol'Jn 
until at prosent tIlE!l"e are 22 centers throughout Chilr~ that Celli (lccorr,moriatl2 
1,400 children. 

Project il'1plr.:I:lcntCltion 1','ClS delu'yc:d l1bOllt sh l'lonths bC:CiiUSO of tilC: 

difficulty in gaU1C:'l"ing infol'liCtt'icn, hirin~1 'te:chn'ic:ilIIlS ilnd detel',nininu 
exactly l'lllet \'laS !'ludell. OOl'h the' f!vulu«(t';on alld tl'c:in;ng prO~n'lll::S ri'ilde 
considet'ubie pl'(1~jrCss 'in 197iL Tl'lliniWJ rJi'O~]l'llI1lS for rrofc:ssior,;:l;" vnlulll'1 
and farnil'ics have 1',~(;11 devl~l(1IJ('d l'Ild \Ii'l'l bl~ jJi'2Sl:ni~( d c;urill~1 l!Ji~. f\'.:!hl:i

tions have been r'\\c;;' in the aCi~:'; of r'lf'ciic:in r:, nuft'i-::'iun, PSiCC.l:'(ito~'s and 
social. In rtddi ('iGI1, tcums i.1l't? J:!~";in~1 e\'Glu(~Uolis oj the center:, in Ul det' '~C, 
finn bettl'r' lilcthod:, of nper'at.-icJr1. E~CdU:;,~ or the: dl:ic!j in if!'llh·r:>::'Il1:,!tir:n tIle 
progrMn I'till not be' completed uy the ol'i9inill project CC1iilple:tiol, delte: of 
June 30, 1979. t,n l'xtellsion [(J [)<:.ccinbel' 31, 1979 \':ill l1C rcq'Jl:~~t(',j by (O::1ii. 

SAt,.JS/OFASf\, has an u~It'(,u:ient \'iith C(liUN ul1der the PL '100 1,~:Jt(:t'rHl 
Child H('ulth Pro9rlHll to furnish the rCCUjl[:riltion Cl'lItN'; \Iith t.hl'L~ types 01 
food: oil1.s, corn soya w~al anri \,,'hClIt sc'y bll'nd. Durin9 our v;~,'its to thf: 
centers \'Ie noted t.h;~y had also rl'Ccivcd CGokin0 (lil. l'c' disclissed this \Iith 
SfI\olS ond USfdD offic1ll1s. They stilted t.h,' c.o:mJ pl'O~)rim hild L0crl r:li~,CL:r,.,.i .. 
fied as bcinfj under, the nurse'l'), fr:cdin~l proqrilrn \'ll1;CI1 c.'Iltit.led thG,; to oil. 
Since tho caloric contcnt of oil is nc(~d(~d for rccupt:l'cttion of thC.' r:1iJl
nourisl:cd children and SAI':S C,:lil furnish oil fl'Ol'l stoc 1:s 011 hilnd, UC;f.ID hZlS 
decided to continue illrn;sllln~i tile COtllU ccnters I'lith cooking oil. The 
centers have been reclassified as beinC] under the M~tcrnill Child f!ealth feed
ing proC]ram. In the future this commodity \'Iill be included in the USAID food 
request for the COllIN centers. 

1. P. L. 480, Tit 1 e II - Food Program 

The P.L. 480 (Food for Peace) Program in Chile is carried out by 
three U.S. Private Voluntary Agencies (VOLAGs): 
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Cooperative For Assistance and Relief Everywhere (CARE), Catholic Relief 
Services (CRS), and Seventh Day Adventist World Service (SAWS), together 
with the counterpart agencies of the latter two, Caritas for CRS and 
Philanthropic Works and Social Assistance Adventists (OFASA) for SAWS. 

Program inputs and recipients benefitted a re as fo 11 OI'IS : 

Estimated US$ 
(000) 

Fi sca 1 Year Va 1 ue of Food Beneficiaries 

1977 12,500 1,388,000 
1978 5,065 971 ,000 
1979 (planned) 8,100 971,000 
1980 (planned) 5,397 431,000 

The audit of PL 480 program was limited to reviews of the VOLAG's 
self-audit reports, USAID files and discussions with VOLAG and USAID 
officials. 110 significant deficienci(~s vlere found. 

CARE presently has three feeding pr09rtlnJS in Chile I'lith appro>:imately 
480,000 beneficiaries. The child nutrition rwo~JI'l!11I provicies food supplements 
to about 60,000 pre-school children, (1 school fec:ding progl'illil that I'('dche's 
400,000 childr~n during the school ye(1r and a food for work program that 
involves an estimated 5:000 workers i1nd 15,000 dependents. The school feed
ing program is scheduled to end at the close of Fiscal Year 1979 with the 
feeding resp0itsibil ity turned over to the GOe. 'rho food for work pro~j)'alll is 
just getting started. This program is in support of a 1,000 kilomf:tcr ruad 
building project in the South which 1'1'11 take about five y~ars to complete. 
The workers live in camps and receive PL 480 food commodities while their 
dependents living at home are also entitled to PL 480 food supplements. 

For fiscal Year 1979 CRS is carrying out fOllr feeding progr2.r:lS 
with 266,000 beneficiaries: children in other institutions, 16,000; nurseries 
and open dining rooms, 50,000; feeding in privC\te schools, 100,000; and 
countrywide food for work projects, 20,000 workers and eo,ooo dependents, 

During Fiscal Year 1979 SAWS is carrying out three feeding programs 
for about 125,000 beneficiarie~. TIle malnourished child fceding progrum 
is programmed to reach (lbout 80,000 children. This progrurn ('.ssist OPG-0271, 
Child Nutrition, and OPG-0305, Child Recuperation. About 30,000 children in 
pre-school day-care centers and 15,000 childr~n in institutions will also 
receive Pl. 480 food supplements through SA~JS, 
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SUMMARY OF LOANS 
USAID/CHILE 

As of January 31, 1979 

Agricul tural Cooperative 
Development 
513-T-065 $15,000,000 

Nutrition Development 
513-T-066 $ 5,000,000 

Agriculture Production 
Credit 
513-T-067 $14,000,000 

Total $34,000,000 
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EXHIBIT A 

$14,084,898 $ 915,102 

$ 2,092,546 $2,907,454 

$10,738,467 $3,261,533 

$26,915,911 $7,084,089 



EXHIBIT B 

SU~1MARY OF GRANTS 
USAID/CHILE 

As of January 31, 1979 

Accrued Unliquidated 
Grant Name and Number Obligations Ex~enditures Balance 

Chi 1 d Nutrition 
513-0271 $ 599,630 $ 596,641 $ 2,989 

Rurpi Cooperative Upgrading 
513-0296 250,000 155,436 94,564 

Day Care for Hardship 
Chi 1 dr'en 
513-0300 $ 108,250 $ 108,250 

Child Recuperation Centers 
513-0305 $ 320,500 $ 209,403 $111 ,097 

Mapuche Livestock Develop-
ment 
513-0310 $ 150,000 $ 62,260 $ 87,740 

Technical Support 
513-0000 $ 33,053 $ 26,621 S 6,432 

$1,461,433 $1,158,611 $302,822 
---

- 27 .. 



REPORT RECIPIENTS 

Deputy Administrat0r~ AID/~I 

Assistant Administratot'-- Bureau for Latin America 
and the Caribbean (LAC), AID/W 

Mission'Director, USAID/Chile 

Country Officer, ARA/AND/CH, AID/W 

Director, LAC/OPNS, AID/W 

Director, OPA, AID/W 

AG, AID/W 

DS/DIU, AID/W 

AAG/AFRICA (I~est), AID/W 

AAG/AFRICA (East), Nairobi, Kenya 

AAG/Egypt, Cairo, Egypt 

AAG/EA, ~Ianila, Phil ippines 

AAG/NE, Karachi I Pakistan 

AAG/I-t, AIO/W 

AG/8~S/C&R, AID/W 

AG/PPP, AID/W 

Inspector-In-Charge, lIS/Panama 
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