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INFORMATION MEMORANDUM FOR

FROM: LA/DR

SUBJECT: Issues Pape
Loan IRR

hile Nutrition Development

A DAEC meeting has been scheduled for Friday, December 13
et 2:30 p.m. to discuss the $8.0 million Chile Nutrition
Development IRR. The Borrower will be the Government

of Chile (GOC), with the primary implcmenting and
coordinating agency CONPAN (Conscjo Nactional Para la
Alimentacio y Nutricion). The purpose of the project

is to institutionalize the nutritional planning process
in Chile through three simultaneous activities: 1)
development of a planning information system within
CONPAN ($2.0 million); 2) pilot projects in food
production and processing, distribution, nutrition
education and development of new technologies ($2.5
million); and 3) improvement of local water supplies
through chlorination ($3.5 million).

Tiils project was Listed in vie FY 1975 Congressional
Presentation, page 40, at $5.0 million, but with the
-project level increased to $8.0 million, a supplemental
Congressional Notification will be requirad. The GOC
contribution is expzected to be about $7.0 million of the
total project cost of $15.0 million, thus exceeding the
requirement for host country contributions, Section 110
(A) of the FAA.

The DALEC will consider the fcllowing issues:

1. Relationship and Timing of Components

The relationship between the three components
(information planning system, pilot projects, and
chlorination project) is not clear:

(a) Why are these considered to be the best
possible "mix" of activities to solve
Chile's nutritional problems as compared
to available alternatives at this time?

(b) Since it appears that development of
an operating information planning system
and thorough analysis and selection of
pilot projects may extend well beyond
submission of the CAP (scheduled for
March, 1974), would it be advisable
to reduce the loan's scope and funding



to cover just these phases, and consider
additional financing when CONPAN is fully
prepared to carry out the planning and
research functions assigned to it?

2. Organizational Capacity

As CONPAN is a very recent organization with only
a small core staff, several questions arise concerning
its ability to carry out the programs described and
its relative authority/responsibility vis-a-vis other
public institutions:
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The IRR proposes a four-vear disbursement
period for the loan on grounds that additional
time beyond the normal three-~-year period
is required to insure the viability of
CONPAN as a central nutrition planning
organization. In view of _urrent Agency
policy on loan disbursement periods in
aenerxal, and the fact that CCONPAN will
not be an "operational" organization
(i.e. actually carrying out the programs
they develop under this loan), is the
48—month proposal justlfled°
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CONPAN's actual authorify over other GOC
implementing agencies (which may or may

not be represented on CONPAN's Board)

is unclear. There is no real assurance that
having developed and pilot tested various
nutrition theories, CONPAN will be able to
persuade the appropriate GOC entities to
develop or properly carry out a program
based on COMNPAN findings. An example

is the question of ultimate authority

over the proposed environmental sanitation
component project to be designed by CONPAN,
but implemented by the Ministry of Public
Works (MOPT). How should CONPAN's responsi-
bilities and authority be defined during
intensive review to clarify control over
the carrying out of their policies and
programs? What steps, if any, should be
taken to make the MOPT a party to the

loan, and/or a representative on the
CONPAN Board?



)

J. Target Group

The IRR is unclear on the target group which is to
be the focus of the loan. Both the 0-6 and 6~15 years
age groups are identified as possible targets, however
the latter appears to include non-low income children
presently covered by the GOC's school feeding and
milk distribution programs. In the event that further
research produces evidence of malnutrition in non-low
income children, how does the USAID plan to order
target group priorities under the loan?

4., Environmental Sanitation

The proposal to install or improve chlorination
systems in up to 20 areas raises numerous technical
questions, (e.g. cost and probable complexity of doing
20 separate feasibility analyses, appropriateness
of the proposed equipment list, and GOC ability to
properly maintain and service such systems). Should
USALID reduce the project's scope or pustpone uniil
FY 1976 (as planned) while further study of alternatives
is made?

5. A.I.D. Procurement Requirements

USAID takes the position that the proposed pilot
project activities should not be subject to normal
A.I.D. requirements, and that waivers should be granted
for reqgulations governing prior advertising, competitive
bidding, etc. (IRR pare 11). Although replacement
procedures adopted by CONPAN "will conform to generally
accepted R & D contracting procedures," it is not clear
why a precedent should be established exempting "pilot
projects" as a whole from A.I.D. engineering construction,
and procurement regulations. What is the technical
basis or raticnale for such waivers with respact to
the actual projects being contemplated?



6.

Financial Plan

(a) With regard to development of a "nutrition

(b)

planning information system," the IRR
states (page 4) that the A.I.D. loan will
finance normal professional services in-
cluding office space and logistical support.
Should the loan finance the purchase of
furniture, and should A.I.D. be involved

in paying rent on office space?

The IRR (page 5) states that "CONPAN will...
arrange for contributions from other GOC
sources" to help finance pilot projects in

four categories. What can CONPAN realistically
expect in contributions from such sources

in a time of GOC fiscal austerity?
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TO : Mr. John R. Breen, Director, LA/DR December. &, 1974 :
FROM : Stuart H. Van Dyke, Director, USAID/Chile

SUBJECT: INTENSIVE REVIEW REQUEST: CHILE - NUTRITION DEVELOPMENT
LOAN, $8,000,000.

l. BORROWER & IMPLEMENTING AGENCY

The Borrower will be the Government of Chile (GOC) represented by the Minister

of Finance. The Minister of Health will also sign the loan agreement on behalf of the
loan implementing and coordinating agency, CONPAN (Consejo Nacional para la Alimen=-
tacién y Nutricién), CONPAN is o national council, chaired by the Minister of Health,
with the purpose of developing policies and programs designed to resolve nutrition problems.
CONPAN will carry out some of the various loan activities directly and will delegate io
appropriate operatfional agencies the responsibilities for implementing certain other activities
under CONPAN coordination and supervision.

II. LOAN AMOUNT & TERMS

The proposed loan amount is $8,000,000,  The ferms will be 40 years repayment
including 10 years grace, with interest af two percent during grace and three percent
thereafter.

[1l. RATIONALE

Project Goal ~ The goal of the project is to support the social and economic development
of Chile through significantly reducing the incidence and severify of malnufrition of target
groups within the lowest third of the population. With the lowest 21% of fhe population
of Chile described as being in "exireme misery" by the "Map of Poverty in Chile", recently
issued by the National Planning Office, and with much poverty above this level, with
fraditional feeding programs failing short of desired goals, and with malnutrition rates of
over 15% for children 0=6 years even within feeding programs, malnuirition is a severe
problem within Chile and a deétriment fo iis developmeni.

G OC concern with malnuirition and its social and economic effects has been expressed
at the highest levels of government to foreign assistance donors, both multilateral and bilateral.
Solution of the problem is of high priority with the present government. The GOC is pain-
fully aware that some $100 million per year are being spent on programs that apparently are
not targeted on the neediest groups and often reach those not needing such assistance.

Unclassified




- 2 - Unclassified

%
i

N
|

A

|

|

The GOC wishes not only to rationalize its feeding programs so that they will
directly benefit the neediest people in the society but also fo address effectively the {
entire question of food, nutrition, and nutrition-related disease in Chile.  With world g
food prices continuing fo rise and severe economic problems existing in Chile, the GOC
is seeking loan funds from the U.S. to support a program of investigating and correcting
malnutrition in Chile on an organized, planned, and scientific basis.

Project Purpose -~  The specific project purpose is fo institutionalize the nuiritional planning
process in Chile.  This has two simultaneous phases.  The first is fo develop an informa-~
tion gathering ard utilization capability within the GOC, through CONPAN,  Achievement
of this phase will have direct bearing on the goal, for it will enable the GOC to determine
systematically how to optimize inpufs in the field of nuirition and to identify where botile-
necks and opporfunities exist in the chain of nufrienis from production to consumer.
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The second phase, linked directly to the first, is to create momenfum in developing
and institutionalizing activities leading i the goal through the media of pilot projects and
environmental sanitafion projects.  Nu'ritionists have already identified certain activifies
in the fields of food production and pracessing, food distribution, nuirition education,
development of new technologies, ond environmental sanitation which are likely to have
significant impact on achiev.ment of the project goal. And the momentum created from
these first pilot and sanitation projects will enable more effective. activities to be initiated
than otherwise might have occurred, once more information gained from the project!s first
phuse becomes available,

Sacior Problems/Target Man - The GOC fradifionally places substantial importance on the
need fo solve the nufrition and health problems of the younger members of society. Two
major cnild feeding programs have been in existence for the past 15-20 years: a) the
National Program of Complementary Feeding (PNAC), which provides free milk to children
O~6 years of age, and b) the school breakfast and lunch program, aimed af school children
515

/ears OFf Gge.

While precise dafa are sketcny, there is enough evidence fo indicate fhat these 5
raditional feeding programs ore falling short of desired goals und do not adequately reach

seediest children. As of April, 1974, therc were an estimated 1,109,500 children
aged 0-6 years in Chile.  The GOC estimates that of these, some 330,000 belong to
families unable to afford trie minimum requirement of nufrients: With PNAC reaching

nly 57.5% of the children compared to ifs farget of 70%, and with private (i.e. volag)
agencies not always reaching their goals, an assumption can be made that many of the
poorest 330,000 children are among those not covered.  CONPAN has started a study to
fesi this assumpfion.  Furthermore, the disiributed milk is not utilized properly by those
covered and/or is not adequate for their nuiritional needs.  PNAC milk provides 200%

of the profein requirement for infants 03 months, 100% for infants 4-6 months, and a lesser
amount thereafter. Yet as the chart below shows, there is substantial and worsening
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malnutrition as mecsured by the National Health Service for children covered by the program.
The above statements highlight *he need for a more rational nuirition program in Chile and
one that more effectively hits this target group.

Malnourished children within the PNAC program

Age Group 1973 1974
0-11 months 14.0% 15.6%
12-23 months 18.2% 19.8%
2 - 6 years 12.6% 13.9%

in addition to the 0-6 age group, other nuiritional problems exist among Chile's poorest
third. Many experts believe that ¢ fairly large number of school-aged (6-13) children do

not regularly attend school and consequenily do not get covered by the school feeding program.

[t is believed that many are malnourished, The high infant mortality rate (65 per 1,000
live births) and the high number of below=-normal~sized births point to nufrition problems
among pregnant and laciating mothers, CONPAN s studying where nuiritional deficiencies
lie within the population, and during Intensive Review the target groups will be more
specifically identified.

Institutional Structure - In Maich, 1974, the GOC established the National Council for
Food and Nutrition (CONPAN), The CONPAN Board is chaired by the Minister of Health
and consists of the Ministers of Economy, Agriculiure, Education, Labor and Social Security,
ithe chairman of the Narional Planning Commission, fthe Vicepresident of the Development
Corporation, the Presideni of the Council of University Rectors, the Director General of
Health, and the Director of the National Commission for Scientific and Technological
Research, in view of the fact that malnuirii’on is caused by a number of related factors,
the intersectorial composition of CONPAN?s board of directors enchances ifs effectiveness.
There is a permanent secretariat presently composed of an Executive Coordinafor, an Executive
Secrefary and an Operations Officer, fo vhich several technical specialists are to be added
over the next few months. C ONFAN's budget of $200,000 in FY/CY 74 has been
increased fo $1.2 million in 1975,

CONPANM is charged with directing the national nufrition planning funciicn in the
G OC and has the authority to confract for tecnnical assistance work on specific problems.
The Executive Coordinator of CONPAN is ember of the advis ‘ hich directl
ihe txecurive Coordindior of CONPAN 1s a member of the advisory group which directly
advises the G OC!s ruling Junta on social matiers, giving CONPAN close linkages with the
highest levels of government.,  USAID believes that CONPAN is an efficient organization
and will be abie to cary out effectively the proposed project.

Unclassified
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[V. PROJECT DESCRIPTION

The project financed by the loan can be concepiualized as having three general
comporients:

a. development and installation of a Nuirition Planning Information System at the CONPAN
level.

b. opeiational pilot projects and programs designed o attack specific nuirition problems
identified by CONPAN; and

c. an environmental sanitation program aimed af improving water quality, a necessary
adjunct to other, more specifically fargeted nutrition efforts.

Deveiopment of Nutrition Planning informatfion System ~  This activity is one of institutional
development. 1i is fo develop C ONPAN info a scientifically operated nutrition planning
organization with the appropriate infrastructure and knowhow. CONPAN has been assigned
the functions of nuirition planning (coordinaie 2 with other sector planning functions of the

G OC), of conirol in the implementation stage of projects and programs resulting from the
plans and of evaluation of the plans for fheir ability to reduce malnutrition significantly and
for feedback info program p'anning. For '‘his to be effectively carried outf, an informution
system must be designed and implemented. |\This system will collect information (including
making measurements) on:

a. the nutritional stafus of the Chilean population;

b. food and nuirient production, imports, exports, fransporf, storage, disiribution, processing,
preparafion, and consumpiion; and

c. the status of the sanifaly eny'ronment and the health of the populaticn, concentrating
on lower economic sirata.

This information system will instifutionalize within COMNPAN a "fearning" process
allowin; CONPAN fto improve its auirition planning capability continuously and to redesign
its operational programs.

The AID loan wili finance the foreign and local professional advisory servic’ 3
C ONPAN., lhe foreign consultants will be specialized in information systems a., \utrition
planning,. The local professional services will cover computer rental, computer forms, office
space, and logistical support.

C ONPAN's Operational Programs = CONPAN is directly responsible for carrying out on a

projects through the pilof stage. The informafion system described above will enable
C ONPAN to identify deficiencies and needs. To attack a particular problem once

identifi~d, CONPAN will prepare a request for proposals of projects or approaches fo overcome

the problem. The proposals will be requested mainly from local research and government
institutions and private firms and indusiries.  (Occasionally, some project proposals may be

Unclassified
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suitable for requests from foreign institutions). CONPAN will evaluate the responses and

determine which entity should perform the analysis.

will then arrange for a pilot project or an operational program on a limited scale under
controlled conditions o be carried out. This pilot project or program will in turn link
back into the nformation system.

The AID loan will finance foreign and local consulting services as well as part of the

costs of the pilot activiiies and programs. CONPAN wiil coniribute towards the pilot
activities and arrange for contributions (e.g. land) from other GOC sources.  The four
categories for pilot projecis and operational programs of limited scale are described below:

a) Production and Processing of Food: Pilot projects in this category will focus on <crops

£

with Tow cost protein (wheai, octs, beans, barley, soya, lentils, etc.). The processes
through which these products pass from planting through delivery to the consumer will be
analyzed.,  For example, on the food processing side, use of potato, soya, sorghum, and
oat flours in bread-making will be analyzed. Other pilot projects will be conducted
for: (1) other wheat substitutes, (2) meat substifutes, (3) use of fish and marine resources,
and (4) ceniralized processing of foods for instifutional markets.

Food Distribution Systers: Chile's peculiar geogrophy makes food distribution a major
problem.  The present distribution neiwork will be siudied, particularly that relafing fo
the problems of the Nafional Miik Program and the School Lunch and Breakfast programs.

The objective will be fo defermine the relative costs and benefits of redesigning the present

systems or replacing them with more cost-effective alternatives.
Nutrition Education:  Cost=effectiveness analyses and pilot projects are expected fo be

. ] J5e },‘f‘.x' (F Foevsiatar ; x
implemented in fthe following areas

J

(1) to increase iiie number of mothers that nurse their babies,

{(2) to increase th :

(3) to improve family sanitary habits in the homes as a cemplement to the potable water
projects, and

(4) o modify tne family's benavior in purchasing (or producing in the ruval areas) and
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silot projects will be directed toward a "problem
oriented" research infrastructure in Chile.  Performance specifications will be developed
for relevant aspecis of the aulrition problem in Chile (e.g. which nutrients are required,

in what quantities, at what maximum cosf, ai what maximum loss in storage, efc.). These
specifications will be Girculated fo ithe research instifutions to seek their '“eas for meeting

the performance specifications and fo support friose proposals which appear to have the
best chance of confribution fo the reduction of malnourishment in Chile.
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If warranted by the analysis, CONPAN

e participation in the millk program (0-6 age group in the marginal areas),

Chile has well~deveioped bases for scientific investiqes
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During the period of the loan, CONPAN will conduct some 20-30 nutrition-related
pilot projects within the categories described above. Some of these pilot projects can
be specified in the Capital Assistance Paper and the costs determined.  Annex | contains
a list of some 27 projects which are now candidates for pilot project testing. By January,
1976, one could easily expect 100~150 candidates. The proposed method of selecting
which pilot projects will actually become implemented will be to conduct a thorough
cost-benefit for eacn project and for combination projects.  Briefly, the analysis will
attempt to determine which projects will lead to the greatest reduction in the protein-calorie
malnourishment rate for the target group in the lower social-economic class for the dollars
expended. This is sound nutrition planning procedure. But the procedure makes it
difficult to specify in advance all of the pilot projects and thus, fo specify the exact
expenditures of money by pilot project.

Environmental Sanitation =  Improved water quality has been identified by CONPAN as

essential for improved nutrition,  Waterbome diseases, particularly those leading to diarrhea,
cause loss of nutrients that otherwise would be absorbed. A cost effectiveness mcly is of
this segment of the project will be accomplished during the Intensive Review.,  Nonetheless,

sufficient information is already available to indicate rnof the proposed investment in water

quality is one of the highest priorities that can be identified af this time.

the Department of Sanitary Works of the Mirnistry of Public Works has requested
financing of a chlorination program fo improve water qualify.  (Annex |l describes the
Minisiry's request). The program will invelve the modernization or installation of
chlorinarion facilities in 20 systems under the responsibility of the Ministry.  These systems
cover more than 10% of the Chilean population and cre mainly. outside xm larger cit
since such cifies aiready have accepred sysfems. The program also invelves esta
a central maintenance and chiorine delivery system.

g
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During Intensive Review, consideration will also be given to whether or notf limited
omplementary invesiments are needed fogether with the chlorination activity in order fo

improve cost effectiveness and impact on the target 4.'ron,ps‘. All water improvement pro , cts
] | i . | s £ L.2)%.
wili Inciude analysis and e affon of the relafionships among pofiabitity. of water, {iarrhec
i ;‘,-.‘, ana mainourisnimn el in me Qrad "_'.7‘.".;,‘,
It this $3.5 miilion component is approved for consideration under the FY 75 Nufrition
it would . ‘ ’ Y 76 Potfable Water Systems Loan identified in the
=\ 4 e pid B 2 gy B 4 § BT PR el -2 BN 2113 \
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V. FINANCIAL PLAN

The tentative andiilustrative financial plan is as follows:

Financial Plan in U.S. $1,000

BN 60 B 7/ RY &/ 8 ST Total

Comporient 1 (Nutrition Planning Informaiion System)

AlD Loan Financing 850 500 300 350 2,000

G OC Financing 600 50C 500 500 2,100
Component 2 (Pilot Projects)

AID Loan Financing 600 600 600 700 2,500

G OC Financing 600 700 700 700 2,700
Component 3 (Environmental Sanitation) .

AlD Loan Financing 700 1,500 1,300 0 3,500

G OC Financing 450 750 750 250 2,200
Total AID Financing 2,150 2,600 2,200 1,050 8,000
Total GOC Financing 16508 105011950 1,450, 7,000

Total Project 38000 45500 471500 2,500 15,000

Within Componeni 1 (the Planning Information System), AID financing will cover

costs of U.S. and local consultants, shori=term fraining, and necessary commodities and equip-

the

ment.  $800,000 is expected to be allocated in dollars end the remainder ($1,200,000) in

local currency. The GOC confriburion (through CONPAN) will cover such costs as purchase

of computer time, zerfain supplies and equipment, and administrative costs.

Within Component 2 (Pilot Projects), AID and GOC financing together will cover such

costs as payment fo individuals, universities, or other institutions for development of pilot

project ideas and spacifications, and payment for personnel, plant, equipment;, supplies, and
services neaded fo carry out certain pilot projecis, Of the AID coniribution, $700,000 is
ex ed fo be in doilars and the remainder (%1,800,000) in local currency.  The entire

pec
G OC contribution will come through CONPAN,

Within Component 3 (Enviranmental Sanitation), the enfire AlID confribution will be in
dollars.  Virivally all will cover imported equipment needed fo implement the project
(See Annex [I). The GOC coniribution will cover, through the Sanitary Works section of
the Ministry of Public Works, local labor and installation costs and certain operating costs,
such as transporting chlorine to the planis. CONPAN will also make up a small part of

the GOC contribution thirough projects designed to test fhe efficacy and success of the
chlorinating sysiems in solving nutritional problerms.

Unclassified
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Summing up the above, of the total $8.0 miliion AID contribution, $5.0 million is
expected to be in dollars and $3,0 million in local currency. The GOC confribution
of $7.0 million iz expecied to be 46.7% of the total project costs.  There will be further
refinement of project cost estimates during Intensive Review, including possible cui-backs in
the level of AID loun funding.,  The goal for local cost contribution is 50% of the project.

VI. BACKGROUND

Though AID has been funding Title Il programs in Chile for many years, emphasis on
nutrition per se is recent, In October 1974, USAID presented to AID/W a PROP for a
technical assistance project in Child Nuirition.  The PROP was approved in subsiance
during AID/W Review as Project No.513~15-560-271,

The Child Nutrition Project is for $670,000, to be disbursed over a three year period.
[t has three components.  The first is fo cover USAID monitoring cosfs for its child nutrition
and volag development activities.  The second is to assist U.S. volags and Chilean counter-

parf agencies to better direct their Title [l inputs and fo broaden their participation in the

field of child rutrition in Chile. The third component is fo assist CONPAN in the i.iifial
steps of setting up nafional nutrition planning, and nutrition surveillance and support ¢, stems.

This third segment, noted in the PROP as rthe “most important fo the ultimate success
of the project", nor only fties in directly with the proposed loan project, but is designed in
the PROP as a preliminary activity fo be followed by the loan. Appropriately, major
allocations are in the earliest months of the project: $158,000 in FY 75, $73,000 in FY 76
and 544,000 in FY 77.  Almost all first year funding and part of the second year's finance
short=term U.S, and fthird~couniry consulianis fo do the assessment and specialized surveys
necessary for 1the analyses needed in the CAP, to assist CONPAN personnel in designing the
National Nufrition Information and Surveillance System, to elaborate the National Nutrition
Plan, to draw up parameters for a problem=~oriented nutrition R&D system, and to formulate a
national nutrition education policy Other first and second year funds provide CONPAN
ining and co=~sponsor the First National Nuirition: Planning

personnel with short-rerm f
Srall allocated for short problem-solving wor kshops,

seminar, afiatl ameunis oF tunds ar
invitational fravel, and purchase of commodities and equipment.  With the loan expected
to be underway by December, 1975, and further technical assisiance loan funded, grant

allocations affer that date cre fargeted fo selective activities directed toward confinuous
evaluation of the national nutrition planning infrasiruciure. fhese inciude support for the
annual national nufrition planning seminais, ad=hoc shori~term ftraining, problem=solving
workshops, and invitational travel.

«

The project is proceeding as planned.  The shorf-term consultants are on board and
have already identified several areas in which CONPAN must direct its efforis in order to
effect a rational and effective nuirition plan for Chile. CONPAN reportedly is pleased
with the technical assistance being provided. With the success of the technical assistance
project depending on the proposed loan and vice versa, complete coordination between the
two will be continued during the Intensive Review.

Unclassified
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Vii. FEASIBILITY

USAID has not prepared an overall assessmeni of Chile's nutrition sector, nor does it i
intend fo do so.  To the extent such an assessment is necessary, it will grow out of the
Nutrition Planning Information System component of the Loan, which is an urgent need if
Chile is to have o rational, effective, and efficient nufrition program. In the meantime,
however, several immediate opporiunities exist fo improve child nuirition substantially in
Chile, cs identified by CONPAN and the grant-funded consultants,  These include
improving water quality in areas where water-borne diseases cause serious impediments ro
children's absorption of nuirients, cnd investigation and initiation of selected pilot projects
expected to have nuiritional benefits,

CONPAN is a new organization.  Nevertheless, USAID believes it is capable of
carrying out the project, particularly with the technical assistance provided if under both
the grant and loan projects. As discussed in Section Il of this IRR, CONPAN's Board
consists of 11 high officials of the GCC, inciuding 6 Ministers.  Board meefings are being
held regularly and participation is active.  As also discussed in that section, CONPAN!s
staff, though still small, appears coinpetent and is growing. CONPAN is receiving generous
G CC budget support.

CONPAN and ifs consultanis will have responsibility for assessing the technical feasibility
of the individual pilot activities, In addition fo technical feasibility, particular emphasis
will be placed on economic feasibility, such as providing nufrients af a price level affordable
by the target group.  The pilot projects proposed in Annex | are all estimated to be both

technically and econcmically feasible by the grani~funded consultanis.

The Environmentul Sanitation segmenf of tne project is '_-x:)eci'ed to be technically and

. ' p 2 1 P B - .
economicolly feasible, as similc " orojects have been succe:;sru?;/ carried out in Chile and
elsewhere, Final assessment d.ovhe technical fed Jif).‘fﬁ*// will rest with the AID engineer

no \‘v'?h E)x?inlk.,i{)l’l‘l‘k.’ i1 The nrensiye '\\,\"U.'V Procum

VI, ENVIRONMENTAL CONSIDERATIONS

"

{ ' 1y 1 ! =
the Loan will havi negiigic e UIAJLAH‘/‘ LhLb]\ UJ‘;I mne mGC.‘O-t:ﬂJ..‘OﬂN(’hT fhf‘

lm n may indirectly encourage increases in the production of certain crops and/or in the
catch of ceriain fish, t may encourage the consfruction of cerfain processing plants.
it will directly improve the purity of wafer supplies in various communities.

There has been recent publicity on fthe carcinogenic effects of chlorination of polluted
water supplies.  USAID requests information and guidance from AID/W. on this issue.

Unclassified
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IX. OTHER INTERNATIONAL DONOR AGENCY. PARTICIPATION

Though many agencies have been conducting nutrition activities in Chile for years, the
sector is a new one for capital development inputs, The World Bank (IBRD) has provided
$100,000 fo the Chilean Development Corporation for various nutrition-related projects.

The Interamerican Development Bank (IDB) has granted $50,000 for nutrition education. Both
enfities are considering loans for water system improvements in fhe major cities, which to the
best of USAID's knowledge would not duplicafe the chlorination program of the AID loan.

No other known capital assistunce projecis in nutrition are being actively considered by either

entity.

The Ford Foundation has financed the National Survey of Nufrition through CONPAN.,
This will be an essential part of CONPAN's Information Sysiem to be funded by the AID loan.
Other entities conduct small grant activities in Chile, including the FAQ, UNICEF, the Pan
American Health Orgcnization, the World Health Organization, and HEW. During Intensive
Review, the roles of all agencies involved in this field will be examined.

There are three volags active in Chiles  CAkg, CRS and SAWS. Over the past
10~15 years, the efforis of vhese cgencies have been heavily weighted toward managemeni of
Title |l commodities for suppiemental feeding programs. During the past decade fhe

i <o

termination of the family feeding programs and the world~wide policies targeting Title Il
support have caused significant cut-backs in the outreach of these volags and their Chilean

counfergarts., Though in 1966 a total of 2 million beneficiaries were reached with 100
million pounds of commedities under volag programs in Chile, present food support levels
represent only 37% of fthis figure. 9155,000 of the recently approved Child Nutrition

Grant will be utilized to direct the volagh® efforts to the highest priority programs and to
enable them fo develop nutrition programs cuiside the sivict Title |l context.
The Peace Corps currently has one professional nuiritionist working as a volunteer with

£ [ ] & - } - i " '.. -
fhe National Health Service and one eduled fo start soon.  The Peace Corps has
licated willingness to provide further volunteer help in support of the AID project.
\ yULS
There are four issues o be resolved during Intensive Review:

. riod -~ CONPAN is a new organization. Despite
very high level GOC support, ifs dynamic le adership and the support of the recently
approved AID grank, it will encounter the problems of any new organization with growing
responsibilities., It will have fo develop its own sound operating procedures as a result
of experience and, to a cerrain extent, trial and error. In additica, the very nature

of the loan and the linkages between establishing o flow of necessary information and
data, identification of problems, and selecting and setting up pilot projects, will probably
demand an implementation period greater than the usual fypes of projects financed by AID.

1 n - [ p e
I, Need tor Four Year Disburs

1

camrer————— & - ST
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A detailed time phased implementation plan will be developed during Intensive Review.
However, in oider to eliminate arbifrary and possibly adverse influence in final project
implementation design, USAID requests approval to consider a loan disbursement period
beyond the three year maximum presenily cstablished. It is anticipated that a 48
month disbursement period may be fhe inost realistic if the project is to be carried out
in a sound technical manner.

Potential Difficulties with AID Guideline Requirements ~ The AID financial assistance

for the Information Systems comporent and the Environmental Sanitation component can

be provided in accordance with nerma!l AID guideline requirements regarding the confracting
of professional consulting services and procurement of geods. Similarly, any professional
services required for backstopping CONPAN siaff in the operational programs, i.e., pilot
project selection, can be darranged for in accordance with AID implementation guidelines.
Pilot projects and limited scale programs under controlled conditions, however, will

require their own specific procedures for implementation, which nonetheless will conform

to generally accepted R&D coniracting procedures.,

C ONPAN's request for pr roposals attacking identified problem areas will contain certain
performance specifications.  For example, furnish a protein sobsfitute thai costs less than
transportable and storable, with cerfain spoilage e and

"/'.‘ Y s, I e eyt i B
o L per gi am of plul{..lh.. casil ,
(o

v tolerances, efc. fhe proposals and supporting analyses received will be
responsive fo the pe erformance specifications but will nof necessarily recommend similr:r
1

)

o) nalatabili

solutions. The firm, '~a|vu}uu3, or institution with the most cost efficient proposul from
the point of view of solving the nuirition ,JmH« m will be expected fo carry oul the pilot
activity. This approach (1) takes advantage of implementing capacity in the private

and public sucio;’ outside of CONPAN: (2) reduces the need for CONPAN to huvc. a
a PSR o . ' i e Y .

large permanent staff for engineering, consivuction and procurement; and (3) provides an
incentive to ,hc research orienfed communify fo make proposals that may lead to their

active invoivement iii plict projecis,

In most cases, the proposals will be made based on existing, but feniative arrangements
necessd b execufe the piloh project, including engineering, consfruction, and procurement
of equipment This invalidafes the concept of prior advertisement, compefitive bidding,
etc.  Specialized guideiines will have fo be developed and adapted fo this activity
during Intensive Review if it is to be carried ouf in accordance with the operating
procedures envisaged by CONPAN

C ONPAN Wwili, O CoUrse, nave 1o fect Ceridil o OO0 reguirementis ;'F:gm‘dnrlg e

:Ap("".'i'u,.‘:‘c of its and AlD loan funds. During Infensive Review, assessment will be made
of these requirements fo determine the extent they can be relied on to replace the safe-
guards inherent in the standard AID procedures, Moreover, the pilot projects are

expected to be largely local w,i'x, and the fixed amount reimbursement method described
in AIDTO Circular »\-—:,1'3 of 7=17-74 appears copropricfe (with provision, of course, for
cost escalation, given Chile's rate of inflation of over 300% a year).  The missing
element, as explained above, is that awards will generally not be based on competitive

Unclassitied
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bidding on a pre~determined facility or approach.  Rather, the competition element
enfers with respect fo the conceptualization of the best idea for solving an identified
problem.

3, Split Implementation Responsibilities ~  CONPAN will be responsible for implementing
the Nutrition Planning Informaficn System component of the project,  In the Pilot
Project componen?, CONPAN wiil have direct responsibility for studying and approving
all projects and for overseeing their implementation.  In the Environmental Sanitation
component, however, there is a poiential confiict of implementation responsibilities
between CONPAN and the Departmeni of Sanitary Works of the Minisiry of Public
Works (MPW). Joth entities are aware of this situation, however, and USAID believes
there will be no difficulty defining responsibilities during Intensive Review. It is
envisaged that the MPW will carry out the uctual project while CONPAN will oversee
and monifor. Indeed, this will be excellent experience for CONPAN in learning how
to establish working relationships with nther GOC enfities.

4. Congressional Nofificarion - USAID recommends the Desk prepare Informal Notification
to Congress upon approval of the project. This would notify Congress of the increase of
b 3 ; ¥ i

‘_D

fo the inclusion of the chlorination system element in
ating af the same time the FY 76 Potable Water Systems Loan identified
in the FY 76 Field Budget Submission). Since the project purpose and basic scope remain
unchanged, and since Cc,r.;:g'\.w'. nas been nofified of AlD's in.eresf fo do chlormahon projects

~j +¥ .

n Chile, USAID believes ial Formai iNotification is not necessary.

funds from $5.0 ¢
the Loan (and elimir

=2

X, INTENSIVE REVIEW PROCEDURES

Infensive Review will bz iritiated as soon afier IRR approval as possible, with the goal
of cempleting the Capital Assistance Paper by the middle of March,

ot e o e ! . e
tearn will consist of saven percons: o Multisector Officer, who will head the
cam and will spend full=fime on the broject from no later than mid-January on; two contract
nuirition specialists already on board and funded by the PROP, who will devote full~time to
! | . ! (2 A DL ; £ 1 s \imy/ ot & L 4 Us
development of the CAP from early January on; an AID/W engineer, to come for 4 weeks

TDY star id to late January; the Regional Legal Advisor, to come for 2 weeks TDY

. ! ' N . = ~ 1 - ’ -
during the second ¢ of February; an  AID/W Evaluation Officer to come for 3 weeks TDY
in February; and a USAID Loan Officer.

-~
{

ine team will work closely with CONPAN fo d avelop cost es fimates of the various
parts of the ‘ to work oul procedural aspects of the pilot projects segment, and to
identify likely initial pilot projects o be financed., An important task of the team will
pe to formulate a detailed implementation plan for each of the three segments of the project,
including flow charting, detailed timeiable, a disbursement schedule and an evaluation plan.
In addition, the engineer will moke detailed workplans and cost studies for the environmental
sanitation segment of the loan,  The Regional Legal Advisor will werk out the procedural
aspects needed to implement the pilot projects segment of the loan as discussed above in the
Issues section,

The USAID Confroller. and Pre
as members of the Projeci Commiite

‘am Officer will also participate in the Intensive Review

o
&l
e,
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ANNEX |

List of Proposed Pilot Projects

.....

A. Projects in Processing and Markating

(1) Analysis, design, and evaluation of a pilot piant for the production of potato flour
to be used ns a wheat exitender for bread.

(2) Analysis, design, and evaluation of a pilot plant for the processing of aljenarias
algoe, as a source of proteir.

(3) Analysis of the fishing rector, fo defermine new uses for fish, what technologies
might be employed fo improve processing and marketing, efc.

P PP S ——

(4) Project to process and market the merluza fish. :
(5) Design and evaluation of u plant fo mechanically separate rabbit meat. !
(6) Project to utilize milk whey.
(7) Project to defermine how the grains of legumes (currently not used in Chile) might |
be vufiilized for flour, addifive to beverages, efc. ‘,
B. Projects in Distvibution
(1) Analysis of milk distvibution cests in the GOC's Naiional Free Milk program and the
search for casi=effective clfermatives.
(2) Study of the distribution of potatoes (and the cssociated losses) in Chile.
(3) Analysis and a pilet project for a cenival kifchen for preparing the food for the
G OCs school lunch program,
[ AN R A e & T PR '8 gl Bt F Al f g C»,\": pHiy gy i
(%) 1GEKENing ..1.,".|',’ ol JWHLGLE SUiI0s and ;.“:(‘:l.-l ﬁ‘/dl’dbiu 101 aliedn COIIJUITIPTIOH.,
y g A TordT 1 ; v raey i e e
\arlcating and distribuiion of low-cast bui high volume fish,
(6) Pilot project (seconc 8) on acidified milk to change milk disiribution within the
f'r;.ml' ¢
(7) Pilct project o measure the difference in the malnourishment rate between the 0-6
age children within the free milk program and those not within the program.
(8) Pilot project in supplemental fedding of malnourished children (analysis completed).
C. Projecis in Nufriticn tducakion
£\ it | . { i N e 1 +4 I
(1) Educational plan in support of the PINAC program, fo encourage the poor to utilize :
|

the service.

(2) Educational plan in suppori of malnourished child project described above (ltem B,8).
This will teach mothers how to prepare supplemental foods, etc.

Unclassified
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ANNEX | (Con'f) ’

(3) Educational pilot project to enceurage breast feeding.
(4) Pilot project in 1ural areas to promote through education home consumdfion of i
locally produced nutrient fuods. g

(5) Mass media (radio, T.V., newspaper) analysis and pilot project in nutrition education.

(6) Pilot project in education for home consumpiion of soy beans.

D. Projects in Researéh*dnd Development

(1) Search for a cost-effective mathod of measuring agriculture production on a continuous
(evary 5 to & months) besis (the ERTS saieilite is one possible method which will be
evaluated)

(2) Sacrch for an alternative method of measuring 1 fo 2 million children for malnourishment
stafus,

(3) Search for low=cosi Chilean producad crops of high nutrient value to be used fo
fortify foods commonly consumed by the poor, especially by their children between

0~4 years.
/A ~ ~ ~ oy y " . & - s ’ P f
(4) Search for Chilean produced substitutes for grains in food supplements.
(5) Search for new methods of purifying water in remote rural areas.

(0} search for low=cost food storage mevhods for rural area subsistence farmers.

AN e e S et s s B L s s e LRI ey
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ANNEX 1
Chlorination System
A, List of items to be financed with loan funds:
1. 20 WT Chlorinators, series V~800, 9C0 Kg. af $ 4,810 $ 96,200 ;
2. 20 WT Chlorinators, series V-800, 180 Kg. at $4, 3% 87,000
3. 120 WT Chlorinators, series 20~055 at $1,260 151,200
4. 400 Masks with filters at $70 28,000
5. 100 Filters at $10 1,000
6. 4 10-ton trucks at $9,200 36,800
7. 50 3/4 trucks; cqpo‘ciiy 2,500 iKg. at $5,200 260,000 :
8. 15 Panel van trucks at $4,000 60,000
9, 100 Dose measuring pumps, WoT.A, 7 x 7 at $1,000 100,000
10. 8,000 Chiorine Cylinders ¢/v Kerofesh 150 Ibs, at $180 54.0,000
11, 100 Chlorine Cylinders c/2 v Kerotesh, 2,000 lbs. af $2,000 200,000
12. 40 Dry dose measurers, W.T.A, 376 of $2,700 108,000
13. 3 Tank trucks for hypochlorine af $35,000 105,000
14, 4 Hoisters at $4,000 16,000
15, 150 Plaiform scales No. 50345 af $420 63,000
16, 10 Platform scales N6,50350 - 1/v 12,D80 at $1,680 16,800
17. 2 Suction Pumps. af $200 400
18, 2 Compressors with heaters af $1,500 3,000
19. 10 Sets fmergency Parts A,492/30100 af $7,800 76,000
20, 5 Sets Emergency Parts U.22446/6/70 ai $16,000 80,000
21, 3 Shops for repairing cnlotrinators af $20,000 60,000
22, Various !aboratory equipment 650,000
23. 4 Seis Materials for seiting up laborafories at $12,500 50,000
24, 20 Trucks equipped to exiract mud at $25,000 500,000
25, 40 Sets of Diaphragm Mofor Pumps at $1,500 60,000
26. 2,000 Cylinder valves, 120 Ibs, ai $55 110,000
27. 100 Cylinder valves, 2,000 [bs, ai $107 10,700
Unclassified
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28, 100 Cylinder valves, 800 kgs. at $107 $ 10,700 '

29. Contingency 18,200
Total 8, 500,000

PRSI S SN

B. List of Water Systems to be servéd by projects
.f.'.f"qcey Population to be served

Arical 105,827
lquique 61,304

Antofagasta 118,741
Colama 30,456
Tecopilla 15,652

Copiapd 46,213
La Serena 61,256
Ovalle 26,604
Los Andes 27,244
Via del Mar/Valparaiso 303,409
San Anfonio 38,111
Rencagua 93,653
Talca 92,873
Chillén 75,224

Concepcién 118,582
-:‘L‘iﬁ (J}‘A)\_:E'; ) 1 :/-‘}, 018

Lo '»“-.r.gc;.-,-:; 4],202
lemuco 96,616
Valdivia 74,018

Punta Arenas 5!), 385
Pl s weasas 9p
fotal I, 617,388

1/ In several cities, only part of the urbun area is io be served by the project.
The other parts are already chlerinated.

Unclassified
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