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RE: USAID Grant AID/LAC/IGR-1297

Dear Mr. Blair:

I am happy to submit ten copies in English of the Quarterly
Report for the first calender quarter of 1980 for the above cited
grant. I trust that the report will fulfill the requirements of
Section C (I) of Attachment I of the Crop Credit Insurance Grant.
This time you will also find enclosed the financial status of the

projecL as of March 31st.

I would also appreciate your comments and suggestions on the

Quarterly Report, so that we can develop a reporting format better
suited to your needs. Should you .,ish further information or docu-
mentation, please let me know.

Sincerely yours,

Josd Alberto Torres

Director of Multizonal Projects
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QUARTERLY REPORT FOR JANUARY 1, 1980 - MARCH 31, 1980

FOR GRANT No. AID/LAC/IGR-1297

Pursuant to Section C (I) of Attachment I of the aoove cited

grant, I am happy to submit the following Quarterly Report summar,-

zing the activities of all Project during the first calend-ir quarter

of 1980.

We believe that substantial progress has been achieved in

realizing the most ir,.portant goal of the Grant. It is now highly

likely that ,e will in fact be able to assist both Ecuador and

Bolivia in establishing and operating agricultural insurers. Thus,

we are especial ly happy to report to you that f irst quarter 1980 has

been one of our mo,,t uccei.ful.

Should you wish any further information, please contact us.

Or. William M. Gudger

Chief, Crop Credit Insurance Division
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EXECUTIVE SUMMARY

Project Activities in Panama

The Panamanian agricultural insurance program continues to be a
model program for developing countries. The insurer, Instituto de Seguro
Agropecuario (ISA) has quickly developed into an administratively and
financially strong institution manned by a well trained and highly moti-
vated staff. The insurer closed the first quarter in a very strong finan-
cial position, so strong in fact that consideration is being given to
expanding the coverage offered b' including free group life insurance and/
or higher coverage for the same premium.

The program continues its strong emphasis on serving small farmers.
During the first quarter, ISA expanded [he insurance offered to small
farmers by providing protection to about one hundred small industrial to-
mato producers. Data on farm sizes and net worth are not yet in, however
on-site inspections indicate that most producers sow between 1/2 and 1 1/2
hectares. This new crop is important for several reasons: It is dry season
irrigated and provides income diversification opportunity. The farmers have
requested the insurance and their participation remains voluntary. The
farmers have production contracts with guaranteed prices. As industrial to-
mato is produced in the dry season, ISA can write more annual coverage a-
gainst the same reserve. Finally, the tomito producers provide an ideal

research laboratory to allow our research team to top both economic and
behavioral variables that affect the small farmers' perception and manage-
ment of risk.

The IICA/ISA program negotiated its second contract for the forth-
coming year. Under the terms of new "convenio" IICA will continue its
programs of technical assistance, training and administrative support. The
major difference between the new and the old agreement is that IICA will
assist the entire Panamanian program instead of working with an IICA/ISA
pilot project within the overall operations of ISA. This change was made
necessary by the growing difficulty of separating operations for accounting
purposes and by the real izat ion that I ICA must focus its efforts on the
entire program if the project is to have majximum impact.

Specific activit;es that deserve menti'in were the contracting of David
Guftason, a Washing ton based actuary, to review and revise the entire pre-
mium structUre of ISA. Bas.d on the report ISA expects to move from a
level preMium structure to one that varies by region, farmers experience,
cycle and other variables. Reserving and reserve accounting practices
were also considerably revised. Two Pirto Rican consultants al1so worked
closely with ISA. Puro Camacho, formerly of Farm Insurance of Puerto Rico,
worked intensively with the field staff on loss adjusting. Victor Valc~r-
cel prepared and excellent report together with the requisite forms to en-
able ISA to offer a group life policy to its insureds (at a cost of $6 .oo
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per' yea per $1 000,,but with no extra- premium from the Insured), This poll-,-
cywi 11 cover both the balance of the farmers' loan and make a$1,500 pay-_
ment. to his family to cover medical and burial expenses in case of his
death. ICA and ISA, also completed the study of purchase and Installatio

- of a-computer, A small Hewlett-Packard machine will be purchased and -

-Installed In the near future.. We hope to have all major operations corn-
- . -- ,puter..l zed ---durf ng,-198O ,- thus ,- e I-Imi natl ng-.a- majo K-bot t I ereck-to-f u rther -._

expansion by processing the lengthy paperwork by machine.

Finally, our research activitien are well advanced in Panama. We
now have on our IBM machine in San Josr, all the data for all of ISA's

-operations. -The survey questiona're has been field, tested by a researcher----
on the ISA staff and IICA staff. The Inclusion of contract tomato produc- -
ers will considerably enrich our research In Panama. We are hopeful that

___ the first research reports on crop credit insurance in Panama will be corn-
W pleted before the end of the current calendar year'

Project Activities In Ecuador-

At the outset of the first quarter of 1980, It appeared that despite
the Intense promotional efforts of IICA, Ecuador would not be able to --

b-ligate the funds required to establish a reserve ard that the project
.... could not go "head. In a final attempt, lCA/Ecuador hold a series of

meetings with both public and private sector Institutions. As tl result
of these meetings, another Interinstitutional group was formed to prepare
an exposition aoda set of statutes. Based upon this work, the qovern-
ment of Ecuador decided to undertake the pr.jLct. On the first of May
In Riobamba, the document constituting the Insurer will probably be signed
with the President of the Republic as a witness.4

The new Ecuadorian Insurer, Ia Compaflta Nacional de Seguros Agropecu-
-- - - rlosCONASA, will be a mixed capital joint public andprivate rector venture,
- . - At present, the Banco Nacional do Fomento anticipates paying in 1.3 million

Sucres in paid-up capital. The Ministry ofAgriculture will pay In a
W smaller amount of about 1 million Sucres. Participation from the private

sector will be composed of paid up capital of .1 million Sucre, from:
- Centro Ecuatoriano do Serviclos Agropecuarlos

Fondo Ecuatorlano Populorum Progresslo
- - - - Caja do CridIto Agrtcola

With the two state Institutions and three private sector organizations,
-4 - the legal requirement of a minimum of 5 stockholders Is met. Final conf ir-

mation and the deposit of capital Is expected very soon. As soon as that -

Socc: occurs, the Superlntendencla do Seguros Is expected to approve the operation
of the insurer. In addition, the Banco Central del Ecuador ias confirmed

4L that it will participate by paying In capital of between 90 million and
200 million Sucres once the Insurer has been estab:Ished.

IICA anticipates that If present deadlines are met we can negotiate a
technicalassitance agreement with the new Insurer, CONASA, In early June -

and launch our technical assistance program In mid-June. While the lIkelli
hood of succesfully creating the insurer appears quite high, the Director,
General has Infomed Ecuador that IlICA will request from AI/W a change of -44 :+++ ,- 4$•: '+ ~ ...+.... i

-44$ +9 44 4-44444+: 44444 4,444-4-444 44 1 4,444:& .- 4, 4Ii4
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countries should It appear that the present initiate will be frustrated,
or delayed. 4

Proect Activities in Bolivia

The developmentof theBolivan Insurer hasmoved, aheadrapId..y' nthe

Irst qUrte o n eti ttsi Itabi iihmen

ofothe insurer, IICA's staffundertook several important projects. First#

the new government wanted the statutes amended to permit.privatsector,
participationand secondnegotiations were begun with P r.. 480 to dvelop
an agreement between P.L. 4e80 and Aseguradora Boliviana Agropecuaria.(ABA)
under which P.L. 4s80 would provide a reserve adequate to permit ABA to -

Ibegin Insurance operations. By mid-March, negotiations had advanced to afinal version on an agreement and It Is expected that though P.1. 480'funds

for the reserve will be deposited during the second quarter.;

!' <;j to ABA has now completed the initial staff selection process In addition
adtwo assistant Inspectors, an accountant, a chief of policy emissions

and adjusting and a full time researcher to complete the initial full time
professional staff.

IICA organized the-Initial training of this new staff In Bolivia
during the week of 3-8March with Instructors from the IICA.program, con-
sultants and the Superintendent of Insurance of Bolivia. 'This initial train-
Inig will be complemented and expanded Upon by the planned late May training
In Mexico, the United States and Puerto Rico. -Under this accelerated program,
we are hopeful that the ABA staff can begin to engage In very small scale
Insurance operations before the year's end. In addition,-ABA has assigned a
full time staff member to the research component. The initial baseline re-
search work Is under way In the tlelga area.

* Finally, IICA's program suffered a significant loss with the resig--
nation of our advisor In Bolivia, Manuel Senttez. -However, Manuel Benftez
will remainwith the program as a consultant to Bolivia, visiting La Paz for
two weeks every two months while IICA recruits and trains another technician,
to replace him.

Research Activities

This quarterly has been fruitful In terms of progress achieved along
- -- the researcli program. The strategy of work and expected output for the

calendar years 1980-1981 Is Jescribed In the attached "Rural Credit In-
surance Research Program 1980-1981". Your comvents on this very Important
component would be appreciated.

Having agreed on a strategy of. work, the time has been primarily devoted
- *-to organize the existing date base. For Panama , the three years of experience

data of 1800 policies Is now available on IICA's Computer Center In Son Josd
and readily available for statistical analysis. Also, a 15 year data set
onileld and weather by province Is being processed for later statistical.

analys is to characterize the nature of risks In agricultural production.
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Regarding the generation of new data to 'characterize' beneficiaries
of credit insurance programs, a questionaire has been designed and it will
be app!ied soon in four areas in Panama, one in Bolivia and one in Ecuador.
The questionaire will applied on areas were the insurance programs are
being implemented but it will provide information for all farmers in the
area; and it will be repeated every year. Two areas are of particular
interest in Panama, where farmers grow industrial tomatoes under a market
agreement, thus eliminating the risk on prices; yet important decisions are
made on the planting dates.

Propress is under way to design a farm-firm household behavior model

to test possible effects of credit insurance under different conditions.
FirsC tests of the model hav, been performed using prelimlnary data for
Guatemala, but real figures will be used from Panama. Also, a portfolio
management model is being conceptualized to analize costs and benefits of
expanding rural credit and insured credit to particular groups of farmers,
regions and crops. The model will be applied to the bank-insurance agency
pairs in the three countries with their own data base.

The research program in Mexico has continued with an anlysis of the
existing information in ANAGSA and other institutions, which could make
possible an appraisal of the effects of rural credit insurance. The socio
political nature of the Mexican program has particular points of interest,

most of which have already been appreciated by our staff. Appropriate
statistical data for further work is not available and the financial resources
of the project assigned for research in Mexico are insufficient to engage
in new data generation procen,,es.The later are in turn not easily obtainable
without having the project's own insurance operations program. Serious
considerations are being given to limit to Mexican component of the project
to training activities.

The first research results of the rural credit insurance program will
ba available in the third quarter of this year.

Budgeting Activitie's

During this period, the activities were related to programming disburse-
ments for ISA (Panama) and ABA (Bolivia); preparation of preliminary expense
accounts pr(ocedure's for ABA; foll)ow up contract s and other paylents for Con-
sultants; final review of operative budqet for 1980 and preliminary bud et

for 1981. Late in March the Financial Specialist attended a Seminar on

Reinsurance Finiancial Str at.ulie'. in New York. According to the new budget
by objective%, now in preparation, a careful review of future activities nec-

essary to c(mplemwent the program shoul( be done for a realistic assignment
of financial re,,curc, .
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INFORME DE SUPERVISION SEGUIMIENTO Y APOYO TECNICO - PROYECTO HOJA 4 O| 4

8 Apoyo Firarmcro Requerido

CODGO MES MES MES
ACTIVIDAD CUOTAS FSB Conv.yotros TOTAL CUOTAS FSB Conv.yotros TOTAL CUOTAS FSB Conv.yotros TOTAL

TOTAL

9 --%d,*Q uoz,rndarwet,-' quo actvidades se estarin desarrollando an el trimestre quo sigue al que se inicia.

CODIGO APOYO TECNICO REOUERIDO
ACTIVIDAD NOMBRE DEL TECNICO 0 ESPECIALIDAD TIPO DE APOYO MES
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RURAL CREDIT INSURANCE RESEARCH PROGRAM 1980-1981

1. INTRODUCTIONt

The main purpose of this report is to highliltmajor points of interest

-- -i - re~ siu t -iussi on about-ht-1 sbcQJIIIng~thk_ rst sigp 4ficent

component of IICA/AID Latin American Rural Credit Insurance Project. This do-t

cumentis an outline of the methodological basis and field activities program-

med to implement the ri'earch program. Such a program must, throughout the

years of the project, address at several questiorsof particular value for ova-

luating existing programs, expanding crop credit insurance throughout Latin

America, and other developing areas.

The rural crefit insurance project is now in full operation in Panama.

where the activities began in early 1979. An insurance agency began its ope-

rations in Bolivia in early March of this year and field activities are pro-

grammed to begin in July. The law to create the Insurance agency has been

issued in Ecuador and itis hoped that the program will begin late In May. Re-

search and training programs-are being negotiated in Mexico, t yet actual field

* work and data processing will begin only in Hay and June,

Research activities began in October of 1979 when the research coordi-

nator was hired. The past six months have been spent in setting up the metho-

dological basis, organizing the working team, designing the field data genere-,

tion process and creating the computer programs for research data managament

Each one of these aspects is fully discussed later in regrd to its curret

status in each country and the perspectives for 1960 and 1981.
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inputs, demands Capital that small farmers can not-provide on their own and

that banks are not willing to lend because of numerous reasons; mainly because

the target farmers may not be Isujetos de crddito' because they cannot offer

adequate-g ua ratees .theco st-o-fo erating.,hePe-,t'.J,-~gr!L!may_be toh hgh-----

and the recLperation rate too low.

If a farmer 4who borrows money for cropping activities, suffers a

disaster and loses the harvest, he usually can not pay back the, loan unless

he is able to sell off some productive resources. Besides the inmediate ca-

tastrophic effect of not having enough food and income, a more dramatic effect3

is that not having payed the loan, the farmer will not be able to obtain credit

from the bank for the next year, thus being forced to recur to alternative,

moreexponsive resources of credit, or else diminish the intensity of use of

inputs, and regress to less modern technology. Another equally counterpro-

ductive option is to return to production with a reduced area under cultivation.

On similar grounds, the improvement of livestock demands capital

* which Is borrowed on favorable trm~, yet involves a high risk of loss if the

aninal dies or loses its functions. This long term investment is necessary to

increase the productivity of animals, yet farmers are reluctant to ear the

risks anu banks are unwilling to finance the investment.

Production Credit insurance hau been created as a device that pro-

tects the farmer by insuring the money he has borrowed from the bank. Many

would say that It actually protects the bank and in a way this is true; but It

protects the bank so it can loan again to the farmer.

Tho astablslmnt of the program could have numerous effects at the -

farm level and the research activities are designed to explore the magnitude of
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terms of their attitudes, capitalization, income, improvement of quality of

life, etc. To appraise the benefits of the program it is necessary to compare

farmers within the program agairst a control group of those not included, whether

they have credit or not. The methodology to generate information to make pos-.

sible the analysis of these issues is fully discussed below. In summary it

implies continuously generating and analyzi,,j information among farmers within

and outside the project in specific areas.

The analytical methods of researchin, these issues are:

a) models of the farm-firm household unit, based on actual infor-

mation, to measure dnd predict the effects -,f insurance in con-

junction with other programs. A linear proqranming model has al-

ready been designed and tested with 'fi(jured' data. Field data

will he "p Iugged in" in the near future.

b) Without ini.ured credit. including also those that do not use cre-

dit at all. ir', i den w k irig arnnual cormiparisons, it is more impor-

tant to c;:,:r:i, the (volution of fa rm'rs fro;-r year to year, par-

ticularly u;ader Lhe occurren(ce ( f nturdl di!,asters.

2.2. ImB 1jcations for the Inrsurance Anency and th E:nI i ng.System

The reasons for lI mited expans ioi of credit to small farmers are

widely docun'wnted. Thi, ,.t.roni'p, ti rq urr'iemrts. from the banks' point of view, are

too l h dnii ri ,,tr'ati O (o'.n t,., too low productlvity and m~,rtgerrient, hiJh expo-

st' to rik'. ird low caIcity to rpriia .t-t. Under thI e argiuments, there are

%p ,it ctf I. , ('ion'. that. u u(l be t , k el, to 'x panrd credit, to sn ll farmers in order

to trW)vI' thf-m out of thohel ,11~ iral I ty.
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It is hypothesi: :d ,hat credit insurance could be an efficient

mechanism to assistin the expansion of credit to small farmers. Insuring

the credit allows the banks to solve at least part of their problem; that

of recovering their investment in the event that because of natural risk,

farmers loss their harvest and are unable to pay back the loan. On the

other hand, farmers will receive from the insurance agency, complementary

technical assistance, whic-i would in turn help to increase the marginal re-

turns on credit.

It is clear that insured credit brings benefits for the bank

and under some condit on., benefits the farmer. The question is, to what

extent the costs of ri.nning an insurance program (including the costs odid

by farmers) a-e smaller than the benefits. Certainly the in-.urance agency

must develop its own capacity to ranage the program to minimize the proba-

bility of default; i.e., it must take a port olio mnxna ement approach to

its irvc. :: -rits ( insurance operations) so as rnxii ze the ( coomicand social

benefits o; ( e: rIdirug the pr'ogram to larq !r n u). 's of A,.'.ll $a r,,:rs within

the IpArar;,;ters of actuarially exr)Q2 ted outco, s which will keep the program

finraird1ally solvent. Here agqain, if this progIram is compulsory at a national

level the irsurance agency has limited pow;.er to discriminate, but it does

have the capacity to establish pre, iums and coverage levels ac(ording to

actuarial principles.

One year or one cropping !.eason with a positive or negative balance

for the insura nce agency I s riot enou (4h to conrclude whether the pro(Iram has pro-

duced net hinuefit, or not. As It was nntlorned before, the pro(gram tries to

establi,,h a retrii str'il but ion iich,inI.m for 1lood Mnd had ye!ars, hence any cost-

benefit analys i-. i. i, t be unid( on a long t-riti basis.



The basic elements of Judgement for the agency to administer its

portfolio are the ( gree of variability that characterizes each of its invest-

ment alternatives and the co-relation between the expected outcomes of all ali-

ternatives open. On this basis the agency can "integrate" its portfolio in a

way that it fulfills national social and economic goals, subject to behavioral

and managerial constraints. Gow±rnrnent intervention of price support icnd price

stabilization programs, etc, would iffect the composition of t- ! insurance port-

folio and the outcome of tte management strategy.

Given th(:se basic issues, it can be asserted that the insurance

agency most possess the analytical tools for determininq premiums and coverages

and for managing its portfolio. It must also develop statistical information on

the historical behavihr of yields as well as on the probability of occurrence

of the dieasters ,rqainst which it is insurinq. The data needs and procedures

for generi.ting it, are discussed in the followi nq sect ion.

In terms of the a, 1 tical tools the two elim.-nts r:must be developed:

- A statistical-dctuJri al met odoloy to callculate the prcmilurns

and c: ve'r, q , on the h, ,is of hi s torica l data, when availi be ; and

- A port folio inanaq('ment '. (:i for the i nrurimce ,(lency ond for the

bank, which al low, bcoth institutions to app raii-Je the costs and

benefits of ext(end in in,.ura rice to part icular reo oils, oJ' )ups of

producers,. crops, technolo) i, and I iv e.to( P. -,pci's. ProgIress

Is uiderway to ,.tructture th ii mode1 . which (ould in gejneral te -ms ,

be appled to any aqnk- insurance aqency pair; hut with specific

data and bahviora,' constrii nts for v'ach particular country.
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2.3 Sctoral otm es.Tifebc" fn bned Credt h orfn h oe n

tois y the steg o m ost desirab e t , thdel osmte prpthe oi ftions,

teinsurance program hae hnapida a ilsaeete o at

Credit insurance may grow at a national level either because the

banking system demands compulsory credit insurance or because farmers find it

attractive and economically desirable and voluntarily take credit insurance,

The effects of a national program are worth examining in light of the following

rationale: Because farmers are no4# using credit (more than otherwise) for the

edquisitlon of inputs they will require greater amounts of inputs and, since

they will Incroase per hectare yields and areas planted, this will cause in-

creases in production.

It has been ropoteadly pointed out that credit Is not the sole pro-

Dliem for rural doelop .nt; the opportL'ne supply of inputs is perhaps as impor-

tant. If under the existing cond4tions, the supp':y of inputs is already defi-

cient and their prices are already too high, it is expected that unless proper

policies and programs are impletianted, additional credit availability which re-

sults in a higher demand for inputs, would imply significant desequilibrium in

the input markets thus rising prices. The situation may turn even more serious

and would leave some farmers unable to obtain the basic inputs as fertilizers,
fuel, chemicals, sacks and even labor or transportation.
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Fromtheprouct arkt pint f vewsthencrease i rcsi

ii: iI recieve returnsthat are -below : the ones orignally anticip)ated :The lnet :effc

::: :::: ::: :Other effects to be considered in large scale program arefor i ; i!i

!:: example the increased demnd for foreign exchange topurchase in puts (ferti1li::!::ii

::zerss cheals$ tractors,. etc.). in ithe i'nternat: iotnalmrkes iei h

inrese availailty tofforeignexchange due to exports of agricultral pro

ducts,. It may alsocu thati profitab|iityo"f: crops cagswth the :useo

r': ::::credit insUrance, thus mvling larger numers of ....farmers towards the more: .pro-r :/::;ri:

fitabl e crops at the expense of areas !of other ropstu cretin sco i

higher costs. T

:; ::i :: .Again in this caseQ; as alt thor famleIvel or the Insurance agency ::i
Ivel; thure is hood for an analytical f ra rk of analysis.g Gven the ml- "

! : tiple relations In the agricultural sector it mry be necessary to built a : :)
-sectordel., Thisww1l be44 j only If the por i to go

fat a.. .. .. . . .rate.
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S 3. DATA GENERATION M~D UNA -.GEMENT

Without real data, the anaiytical framework developed is of limited use'.

--- ----Ths -a-signif icanteffort -is--underway-to- comp:le.exstnghstorical- -. nforma-

tion 'and to 0enerate as much data as needed. The later comes from ad-hoc sur-

veys and from the ongoing insurance operations,

* 3.1. Historical Data

Historical yield dita is the key element to calculate basic pre-

miums on coverage levels. This data should be availableat the greatest level

of disagregation to make possible the specification of premiums for each crop,

by regions, technologies and groups of4 farmers. This data Is usually not pu-

blished in such form, however, It can be found in the offices of Statistics

and organized and processed for computer bared statistical analysis. Comple-

mentary historical information is required from weather data to calculate the

probability of occurrence of the disasters against which .he insurance is issued.

One of the first tctivities uncertakin in each country where the pro-

gram bcgins Is identification, organization and processing of this type of infor-

mation. The activities have alreAdy began in Panama ihere we are organizing data

for the period 1962-1978 about yields of the main crops now being insured by

ISA, disaggragated by crop cycle; farm size% farmers strata and province. S4milar

efforts will be undertaken In 'he other countries. It may be however that the

data Just does not exist, as it soees to be the case in Bolivia. As soon as the

program officially bagins in Fcuador a similar approach will be undertaken.
40-4,



There is need to charactcrize an area ;before tt i noprtdi

abu armers that ar reeving credit wt nsuranice, hs eeiigcei
bu otisuac and f i nall yr t ho s e that do not receive either. This would I :  r

allow comparisons.. between farmers over setmertose how each group evolves in--!i -

/ l:their attitudes, cropping patterns, resource use and ultimtely incom and well - i

being. This woull in turn make possible the appraisal of benefits and costs of :

the program. This data will also be the basic input for the mdels ofi ! far behavlir,

3 For such purposes, once an areahas been chosen, a survwill be run

to characterize it. Thez fort ofthe survey is de asgenera as poassible I

format l w11nhbe tested hin My: ~nte rihPnama 'and iPrm sn J0uly, i......n Bolivia. ' tmi ne. hAs ..other areas.r : k - ''

t re incorporated they will also be surveyed and characterized. Simiar 'follow

eup' survys over the sam group of workrs wmll a run every ynur; thhs c

in this way a Data Bank of cross section d~tr over time. : :/

The questona res c mphsize socio-economed and agronomc informtion.

Data is ollected on ch rcterstcs of the fto unt-, charct rstcs of the house-guel i
hold he d and i ts fa inly; tncove, b source us and ultases by destination ways of pro-

ducing each of all crops and cattle rasing activities; sources mounts and co nd

tons of credit and techncal assistance; and other rilsvant daa that ske possible
hodolTng a fam-houstholdunit, and llasz for coqarsons amng groups. frmaionDaai ololo n hrceisiso hefr ni;caateitc f h o..



the size of the araeeal ranin bewe 0ad20rso das.

:!:/:As: part: of th i......nsurance operations, a massive amount o aai e

: nerated for each indi% Idua1 in the program,. In other. crop insurance ,program as
':Mexico, the data :generated was qutcopeeoliners fthifrmin

for the crop insured by those :farmers that reported a: disaster :(sinieStro).This ... ::

i : nformation however is of little use because ittlsntig about. those........

i , :::- ':that were insured but'!not affected .by. a 'disaster, thus i1t: doesl not :mke possible i:i: :

in =nappraisal of the evolution .offarmers. On :the ote hand it says: nohigbout:

..... the farm i, e. wha t elta slas bei ng grown: and how.: (To: compl emnt :ithese data s ome:::: :

::::: surveys will be run w hen the research program i.s: I imlmne there),0S.:i~i

:::: :::! :.: : To: coutarizo the :dnta Vzncrated as part of the insurance ope ratos

l: ::a coding and a format have barn :designed; ,hopefully to be us ed: It all countries: -:.. :i

!: ! : This is presented in A/nnex A, :for those that read Spanish. Hlandling :and analy:"Is i -  .. :

of!-!::- Othis data and other generated along the research activities its dis~sstd in thel.i: :

foloin secntion.t~soe ca: :o

Data mnagement, for a projlect of tedmnisofhsoe, can not

bemdo without :access to proper comp;,tor facfilities :and :without :the aifd of te.:: : !i
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adequate software. Even if the project covers only three countries (Panama,

Ecuador and Bolivia) plus research activities in Mexico, the amount of data

to be generated and processed each year is large enough to demand processing

by electronic means.

It is convenient at this point to identify two levels of manage-

ment: a) in the countries, where the main concern is data processing for rou-

tine insurance management and; b) in the headquarters of the research program

where alternative methodologies are to be tried; differents tests to be per-

formed and where the use of sophisticated statistical and otimization pro-

grams is indispensable.

Given tne dimensions of the program in Ecuador and Bolivia in its

earlier stanes, there is no need for a local computarized management of the

data. However it should be produced and organized in a way that it is trans-

ferable to the headquarters of the research program to facilitate the research

activities. In the ca ,( of Pdridnua, where the prog ram is entering it,, fourth

year (the second with IICA's .uipport) and where ISA is now is.suin i about one

thousand polici es per crop cycle (two thousa nds, per 'ear) there is need for

their own computari/( syst(.: of data ,nnti (ifufnrilt. With this consideration, a

small comr puter (Iewlett ickard 45'11) K', ib I ordered by ISA.

Man,i(.ment of the data for the r,,.varch activit ies in hindled at

IICA's romputer c:enter in !)an , . h. Iho C.enter h,, an INM-360/40 machine

with 240 K bites; ol meiriry, a (group of well trained technicians and the appro-

priate software for advnced statltical aind optl iliation work.
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Among~ the later, the center makes intensive use of the SAS program (Statis-

tical Analysis System) for all date processing. sorting, groupling, analisis -

of variance, multiple regression, etc.; recently the center also ren ted the,-

MPSX program (Mathematical Programmning System Extende which is the basic

opiizt n.poeue- eee.Inte..m1eetto of farm and

sector behavioral models. All the data is being organized in a Disc Unit

Fiefor direct access with SAS and MPSX.

* 4. WORK STRATEGY FOR 19~998

For the countries included (Mexico, Panama, Ecuador, and Bolivia) and

given the existing budget for re!.earch activitics; the later are planned ac-

cording to what is discussed below. If other countries are incorporated in the

proJect of JICA with their corresponding research budget; the strategy can be

developed to design their research program and Its likages with the existing

multinational scheme.

4.1. Workino Team 4

* To Uiplawnt the pro~ram, the research team is intcgrated by:

a. A full time Reucarch Specialist, based in Son J)osd and respon-

sible for th, coordination of all research r.-tivitios;

b. 'hires tcchnici lovel Research iHsociates, with the equivalent degree

of a 8S or Licenciado en Economfa. Those technicians have already been hired in

Pbnama and Bolivia, Their rosponsability is basically data gathering, primary

processing and coopeoration with the operational activities of the program. As,

time goes and their skills develop, they will participate more actively In the

analytical work. To assistin data processing, minagament and analysiss,.

technician has also, boon hired on a half time basis in 11CA's headquarters, ,

. ' ; * ' ;
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c. Consultants to orient the analytical work and to do specific jobs.

Annually they all add to approximately 200 expert-days. One of the consultants,

now helping to organize the research program in Mexico, will be hired on a full

time basis (as Research Specialist) as soon as t!e Mexican program is put in

full operation; hopefully towards September of this year.

d. Field Personnel, to assist on specific surveys arid data pro:esslng,

who are national technicians hired on a "job specific" apippointment.

e. The project relies heavily on the insurance agencies field specialists

i for data gathering and on IICA's computer center staff for datti processing.

4.2. Prooram of Activities

The program officially begins in each country when the insurance

agency is created arid the government signs an agreement with IICA. By this time

one or more dreas have been tenta tively selected for the ilnl e menta tion of the

insurance proramni. It is at this; point that as pa lt of the re-'aarch-operat ion

activitie,, thv ,ra fiiu-.t be 'chiar,ai t eri zed('. lThereafter the pr(ri-dur.,; imply

gatherinyj exi-.tirig hi',tori cil d,it (yield ind wiiatheie ); ard proci*".tig that

aterial arid ew.tahlii'hino )rvmhiu::,. L(1 woveira. . In a a r, i , ,ll, i. y the re-

searcher in the in'.ur,atct. .i( rcy contr0i butt,. to thei d,.i rI of the- variou-. do-

curinnts i '.sui.d ,lonq tim i rruranc. op.raitiore (, e. Artir. A) ond or ri iidti n of

the data fill . .  At tle end of a c h c: ro p yciv a riiw '.u r it'y tiJ'.t ie run to

eval uate the eH . .ct'. of thi,~ progr.am aind to viake the coipara i ye aniflys is.

S i mulItirn)uly, the de velopient of .1 ,na Iy ti11ca I roeedure.s and ie t ho-

dologies arid procts-rln'rg of tine data collecteo in the countrieS , qoe, on in the



headquarters, As a result of this work there are specific products that-have,
implications for the operational program in each country,, Al soosin~ce this work2 x,

implies the development of new methodologies,* analytical procedures and expe-
riences these must, be shared wtth the International comimunity working in re-

*production of 'research papers' and the program Intends to sponsor an Inter-
national Conference on Rural Credit Insurance, late in 1981.

* 4.3. International Cooperation

The originality of the issue has stimulabd interest among profes-
sionals working on related problem within JICA, and also in other interna,-
tional groups, It is most desirable to benefit from ongoing projects that
analye, the problem of the rural poor, particularly those related to the
administration of rural credt; the transfer of technology to farmers; the
stablishrent of price support and price stabilization program.

* Within I1CR the research program promotes continuous comunication
with the PROTAAL project (Cooperatie Research About fgriculturall Technology

0.In Latin Amrica); about methodological Issue. Ilt&so c Lomnicates, with
PIADIC (Central American Program of Agricultural .Information) and.it is expected
that the survey to be undertaken in Panma will be a cooperative effort, In
the countries the program maintains close liaison with current activities on
research and institutional support,

At the international level the research progra has began negotiationsto
establish cooperation with USAIDs lAO, IFPRI (The International ,Food Policy Re.
search Institute) and some American universities, From this cooperation the
program will derive expertise and hopefully joint research endavors of mutual 7
interesto

.- , : . !, ' ....... , .................... ,. .,>. ........................ .. ... !.ii.!. . . ........................... /4
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PanamS

B.4 Organize and Analyze existing three year data (1977-79)

of insurance operations tor three crops and livestock in

ISA;

B.5 Organize and Analyze Existing Historical Yield and Weather

Data (1960-1978) at tne Direcci6n de Estadfstica;

B.6 Determ-nation of Diferentiated Premiums and Coverages for

Maize, Sorghum, Rice and Beans;

B.7 Run the First Survey, to Characterize of grain producers in

the Province of Chirioul (June 1980) and for tomato producers

in the provinces of Cocle and Lo; Santos (July 1980).

B.8 Run tile Second Survey of [volt i on of fari,, r, in

the Ptovinc(!'of Chiri(u1, Cocle and Los Santos (June 1981)
Bolivia

B.9 Organize and Analye [xistino Ili!.torical Yield and Weather

data available ir the wIirecc(irin (I, i..t,ci"stica;

B.10 [Jetenrminatioi, of D)iffe rential Prmltums and Coverages for

main crop,. (;.iibj(,ct to the availability of Information from

0.9);

B.Ii Run the First Survey of Characteriiation of Narners in the

Area of 1,olqa (July 1griD)

B.1? Run tl- ',vctord ',uirvey of I volut iun of I a rv r In the

Ar.a of 110 qIi (July 1 (01 )

Ecuador 13 Orqantv. aid Amaly:.,' I xi.ti IlO.turical Yield and Weather

l)aIta, ii the Ill- 1) 1 q. n di ' 1 '.l ad I.. tI(,I

8.14 )et oriflnait,1 o f n I life o e !ti , il .'1r.I 1 and Cove rigev, for Main

crop. ('tijt..t I the availtiabllty oif infue it rton from'i Is. 13);
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B,15 Run the First Survey of Characterization of Farmers

in the Area chosen .or th, proj_-ct, August 1V80;

B.16 Run the Second Survey of Evolution of Farmers

in the Area chosen for the project, August 1981.

Mexico

B. 7 Organize and Analyze Cross '.ection-Tin Series Informa-
ion Available at Chapingo's CEICADAR. to anal joint

eff ts of Credit Insurance and other ;or ponents of the

_ Rural Derzeent Strategy;

B.18 Deijn Sitrtle ofSur-voys in two or three areas where

CE! CAr)AR ac:t ual ly i pports rural (level lopment programs and

where iwsuraiic e is anl "iortant cornj oret.

8.19 Run [irst Characte.rizat jot. c urvey. in the two or three

areas, (ho en ((" :tohe~r 1 980);

. ?20 Run ~ can, I iii,.ilt ilm Su, ve inthe two or three

C. ?i pl{'intlat ic.t, ,ird IUse of. ?odl s. and_ .Anal Vt icil - Pr'ocedure

C. 1 IrltlI:,ni icu1 J,., a r[arli louseihold fldel 1-or r p esern-

tdt v fr, |,,' il the, t'roy I ILL of (Chir iiu , i'hmiiil:

C.? Ir I'lf ,-it ,iumd If,, of ,1 lo(rt fol lo L iei(el', n tm PI(oh l for ISA;

C. 3 ItTA.t;' mnid IUse of .|, I am '.,wh l d I }d," f(ur a Repire-

i'( I{i i " 1-Yle I I l l Iii ti Ai i' O() i i;.i *l t(.ct!,' h d Whi l ia;

C,.4 Ir A ; nt. it1ln ,aid U,., (01 I ain lic,t,.hc)id W de(h l s for Pepre-

.e-ntatv Iy- Jirrs the An,.,v. of! (A ILAIAR. Mexi(o(;

C.!i [Uton t rcou, ?r1-.iiy.I '~



_20-

D. Disemination of Results

D.l Co.,tinuous Support to Operational Activities;

D.2 Production of Research Articles and papers for International

Conft ences;

D.3 Sponsor a Conference on Risk and Rural Credit Insurance.

5. Expected Output of the Res.-arch Program

Credit insurance is being promoted under the assumption that it has signi-

ficant )ossitive effects for rural development especially the expansion of ru-
ral credit. The assumption appears valid on theoretical grounds as well as

tentdtive emliricial ones. The ongoing crop insurance and credit insu-

rance pro(irais in (deloping countries, with as a many as 20 years of experience,

are prod. n ,'elatively succesful resul .s. There is riot as yet enough evidence

as to what ire tl' static and dynamic effects of ins.ured credit and what are
tile soc io-ec onomii coft ; and hbenefits. leric heforePXpardin(1 eredit irnsurance

proqrarms iroutnd tht- weorld, th-re is need to know oi tlie b~s is of cfli)irical

evidn('rL. tht benifits, of -.Uch I)roq(raiis.

It iI Wit.t, thi:, objective ill midll that the rese;,arch pioqran of IICA's rural
credit it ourrai., pro. ct 1 carri ed onl as a pilot project, e:,pect , to produce the

followi lg output'.:

0. I xtv i%I . di scussi on of the theoretical basis for credit insurarnce;

the factor-, tlhat I filt or condition its ,f fec tiv'riess; th(, piossible effects at

the farm level, the hanks and the rural %,(-,tor as a whole.
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b. Organization of rural credit. insurance progr-ns, that can be admiristrec

following the basic principles of actuarial work and portijlio management, but

with a capacity to anticipate and respond to p,;litical Jecisions.

c. Demostration of the costs and benefits of insured rural credit for the

provition of rural wellbeing, particularly for those groups that would have

otherwise remained in a status quo position.

d. Comparisons of the effectiv,!ness of credit insurance under varying cir-

cumstances found in the several areas of the countries included; for different

groups of farmers; in regions with alternative degrees of exposure to natural

risk; under the existence or lack of complementary programs as price supports,

input s.bsidies, extension, etc.

These results will be used for two purposes:

a. To oriert the ongoing insurance operations in the countries,

improve their ,ffectiveness and;

b. lo create knowledge about rural c- edit insurance

itself, which wU)dl( ivoi( mistakes in the( etahlisl.iont and admi-

nistration of Jwiiir la'pro(rI',,is in other Lati ni./Arican countries.

A few last cowmn(.n ,s are worth mentioning:

- The r ,earch prod ram ir, its current structure will riot address issues re-

lated to rei inaur,nce; thi COUld hooever be addresed at a later point in time.

- Althouh a proqrmn of t:ctivities is presernted only for 19810 and 1981;

it Is expected that the latL year of the project; 1982, would follow a similar

orlentat on.

- Greater avilability of financial rescjrces may allow expansion of the

research program.
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* . Di,*eIar 10 mues tra do acuordo aI grado do conosntrai~w variabil~dad
on las aaraatortstLas do Ian wdidados produotivoul uatlisoal~n o no
del cr64140 pdblicoboto.,

f. Probor al cues tionario ontro ian grupo, roducido do agricultoros y art-
tronamiento do Ion onauestadoros.

g. Dinefiar cl cuoutionarlo, an una forma tal qua on uno. solu oncuotas
rooopis todo la infornaoldn necosariap Is oval daoe or ompaotible
con Is quo "o obtongo par&o lox Agricultoros quo pariopazi on al pro-
gram do anoguramientos.

h. Rolisoldn do I-a oncuesta.

i . nopuraactn y Anfilsis Primoaric do Ia lnfoxuaOLn.

S. nglisis antagtiao-scond.Loms varion.

ZutA aocuanota do actLvidados so roalisorl c~a DoUv~a tntos do px-nor ci oro
al procoso do vt -.gurtuanto on a smna soloocionada.

3. Orga.p-uigS6 do 2A Inforunct6n -Gw coo rUoqeluros~a "

Cc= part. 6A1 programa do am~equraaafonto so0m bau@tch1Lo4@ 1eMo nommaa y di..-
fiodo 100 oosonarios an lo quo "o viwrto 1A Lnf.uacO1n quo propmaou~~ .1 agxLaultore
camo I quo produce Issquradora. Iota, &noroacn a*j I oduos an I pavento
on difrontes otapas quo "o premonton on Is, 11qura 1. Is noosinxS oodiCoar *at&
1nformacL6n d. sodo quo coda-dato quo aparesaon loo faroulnxLos V doawuontos do I"s
o peracLonos dal s~vr oOD quads rogis trao on ian arabivo matrix, pexmit'od at au U8o
ya s0a pxxa Viqop6oitos do Is Lnvestigacln o do control do las oporaonos

zIs igiars I s prosonts um osquomnaal1 oval puado vot dpftado a I"s condt
ciones ospecial"s an code pats. Loo ow dossable see. a quo al ptogrma do asogutisant
alga *I mLimu osquosa an todos, loo pales para saf fac1tr *I vwwndo U. ut fxaal
you utllcn n fom acsparatLva.

* I - I II ~ I -I -A



W3-

El enqmz pre~ient.-do en la Figura I ha aido ectahorado p;ara al. ciuno particu1a
do Bolivia reniumlo a ,in lat notas I'~ ~ :"1UA~ ea)FctuP.o y
Forman para 1<' tir to1 " t-uro. Da'r y Cote tt,,tr a% Inoni do !Zfinit±,;xoui e 1r..peccion. !j
b) Los for,:tzinrios it tier %!!ctdoa por lit ARAt Jara ct, jp) ir to.& In hiectiencift do o.* DrAclo-
nou como partc del -;t~tjuro y c) 1.4 lintd dt- ditto du lo.-; rt' iutrot;.
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VARIABLE SECCION NOZIIRE DE LA VARIABLE ABA. LISTA Y CODIGO DE LA INFO~
1 SOLICITUD DE AS:GUTUA1IENTO

1 Nombre del Agricultor CION A SER GENERADA ENTRE I
2 No. do C6dula (o documnento de " "

identificaci6n) ASEGURADOS
3 No. de solicitud
4 Fecha de presentaci6n de la

Solicitud
5 Sabe leer y escribir

'ai=l; no=2)
6 No. de miembros de la faro.
-7 Edad del agricultor
8 Idioma (espafiol=1; quechua=2

quechua y espafiol=3)
9 'Otro dato'
10 T,,mafio di la finca
11 Valor de los activos
12 Localizaci6n: Departamento
13 Localizaci6n: Provincia
14 Localizaci6n: Distrito
15 Localizaci6n: Caser'o o Cant6n

6 Comunidad
16 Nombre del cultivo quo so desca

asegurar
17 Variedad do cultivo
18 Area a ser s;unmrada
19 Con riego o ;in riego
20 Renimiento er)erado (en base a

experiencia)
21 Precio e;perado a la venta
22 Epoca esperada do siembra
23 Gastus en: maquinaria,, preparaci6n

y cultivo de tierra!.
24 Gantos en: nano de obra p/Labores
25 Gasto, vn : ferti 1i zante!;
26 Gaston on: -.emi] ]a!;
27 Gas ton en: in';ecticidas y funqicidas
28 Gasto:, en: rnaterialwe; varios
29 Gasto,; en: vwrcadeo producto; agrc.
30 Ifonto-le] crldito ,,.olicitado
31 In.tltuc,6n (lU' proveera el crcdito

(c6,: i go)
32

2 AAL S]-- I)!: LA :;OI,1Cl T )'D (A'!:_J.I)ORA)33 reel,*i do i 1t' iJ)CJ61O dh I a (o01 c itud33
34Ac 1 ,tack 6, (!;i-1 I no-2)
35 recha dh, Avi :o de Act-Jttcl6n
36 Re!(?;,,..o Coldil ( o lado (:; i . 1 10 2)
37 del6n d(1' teChoZ( (Var i .'u; op)cione.,

co, l| f i cadh,,0

38 Frtha (If. AVi- .o Ilwch-lz.o
39 (:,oZo !),. 1 (i tf iv() (il-l 1; fo-2)
40 iculZoll (i,] ( ( 1chazo (viir I ou. "I I

coi I i cadla )
3 i'1JI:;.J4TAI('O l J 1)1: ;IGtIlJ)A !;()l II'llfl)

(o 1" t1011.h . ]Ia | Ii . I*- I e(JW1t(tA l.

Ir ' t oll lr, 1.vtj V.1, ' ii In 31
aqui-o 12t, qu, han t do modi fi. ,mlit y cronr
Ina cmrre,i=,i, ist ot , i A JIA



-- AIBE BECCION' 'NOMBW DE',WAVARXABLE A

83, 4Areas uabrAda do. otrn
AAAA

8
4 Area seuradai do, maltA A%'', AA""'' A

"as Aoa 4gwuaa do:,-' trig; 86 Areaus aombzadas do otos A A

6 Areas aseguradas do qurSin
88o"Gs aseguradas do aebdas~

89' Ars es 'anguradas do qu1rua
90 NoAIre d iro ,

91No. do firboleu do hiurn A A

92g No. dorbole. do maza

"A 93 No. dow vac" 'AA,

97No. do llaas 'A K>" A',A

98 No. do terlnrsy otas 4 A '

7 ~~~ REOT E 'AT (nofrmlr

98 Ho. 8sin e ga li a y t as ay s -

14(5Rptir variables 1-4) A

99 Fcad currenc~ del A A Atr

100 Tipo do siniestro (parolal or total) , A

101 cauma do slsdestro (ssg&j a5d1go)''

- -5 dfan despuls do ecibdo elaVlso Y Al

actsa ma tardar 10dt despus 'do la

102 eacha do i 1i de s ,.. - -

103 Fah do, temlns@16in do). sinestro -

105 -Area parclo62aent sintiestrada - -

4' 106 Causa Principl del siniestro (sogdn @681g.) -'A~

107 Causa, agravanto de1 51a1i4t@ (Sogdfl "@641go) ,

108 RStfMAo1 del volbwo' perdift

'A109 Si esAriattl aord a1r~~ai

7A AMO inFOMAIESR

(Roet~ w b~ts fi 101 a=* WAIOIA)

Af~i vaiale 102-0 am* 102A-108aM

Ltcao.oawus usa = touaro quo so

I toad ou l soIs twn 161. pILa).

A' 1-4 (u"ptLr vuliablin 1-4)

110 ftdiAdrd.o do lAooeoda

111 bobs de teszuaol dol 3A osoom

A A

101'4' '
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