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13. SUMMARY 

The loan authorization was delayed by three tniaths due to the 
inclusion of limits on assistance to Chile in the I-AA ;nd tne resuling 
need to clarify funding availabilities (the loan amount wias eventually 
cut from $15 to $14 million). Ihe correspnding delays in loan signing 
and in meeting the conditions precedent nyi, iA itimpo ible to initiate 
loan disbursement for agricultural credit during ihe '.76-1 '77 crop 
year as planned in the PP. Thus the three rop yea 9 du ing vhi(h 
the loan funds ,.ill be disbursed are now l77-17, 1878-1979 and 
1979-1980. Subloan approvals for the first crop cycle exc eded th,! 
target slightly. Disbursenents for the second crop y, ir a -e e :pe( ted 
to equal or exceed the Project Paper prcictions. Ev:iluation ,ffo Lts 
to date indicate that the credits financed under the loan atr2 reaching 
the target group. 

The PPIS component is broken cwn into ass isiaincc to the 
National Statistics Institute (INV) in prc.ss'ng tl . 10 ';-l,) '6 
Agricultural Censis and assistancte to te 0 9ce ,of . i ricijl ural 
Planning (ODEPA) in improving its capaL ty , Wn .a eqecti.'efrct 
policies and programs for rural dcel ph ,r:.A ltho i , Ih re ltve 
been serious delays in the processing of thi cen: as A. n, We 1 irgly 
to institutional iWer a in INE, the (il lt\ ttivt ,'s 1tvc nov, ( 
ahead satisfactorily, with S c.1L' I'tdeSigli ;Is nk'tecd lef w. 

There has occn little progress undcr the rma ning component 
of $. 5 million for assisting INl')A:, the srimll fa rmer creW .t at enc., 
to make institutional inmprovrnvrnt s. Ilt x r nun cr ,f worthvhi le 
and necessary activities have been identf-i for tinan ing mnder this 
component. 

14. EVALtA T[I(N NET-FtII)C I.(C Y 

The evaluation was carried out thromi.h extensi :v fi 2ld trips 
between January and May 1978 to review tiL credit oteratons. The 
field trips were intended to gather first hid infornation on whether 
the credits were reaching the target group. The nat,.re Of, locatin 
of, and the prugress tinder the PIPIS and h IN IiAP t.a. LunipLnenlts 
permits the Mission to use this evaluation trma, to record its 
implenentation review. 
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15. DOCUMENTS TO BE REVISED 

~/X lFinancial Plan 
(PPIS Component) 

16. EXTERNAL FACTORS 

There have been no major changes in the project setting

which 
have had an impact on the project. Project assumptions
 
remain valid.
 

17. GOAL 

The goal of the project is to inprove incomes, farm productivity,
and employment opportunities of Chilean small farm famnilies; and
 
achieve 
 greater agricultural production.. Specific data on progress
towards this goal will be provided when thrl PPIS component becomes
 
sufficiently 
 ad vanuced to cUl CCt ,an( proce's data concerning these

indices. An important 
 indicator of the effectiveness of the credits
 
is the delinquency 
 experience. A determination of the actual repay­
inent records 
 for the first year of operations must await the due date
 
of more of the sibloans , particularly those for inves tment 
 purposes.

The Mission's conta(ts with banks, INDAP, and farmer groups 
 such 
as cooperatives indicate that delinquency will be very low. In other 
words, it appear.. ihat the farming operations financed under the

Project to date generally have broumhtadequate financial returns 
 to 
the credit users. 

18. PURPOSE 

The approved project purpose is to increase the volume of 
credit available to Chilean small farmhers and improve its Utilizatio 
(i. e. , improve th. effectiveness of small farmer use of credit andthe allocation oif scarce credit re'sources nationally". There are six 
endof project status rneasu res (FOPS). 

(1) 26. 2 5 additional INDAP clients over 1975 total 
(estimated at 25,00L. INIAFP estimated that the number of its total 
clients had increased to 37, 859 as of December 31, 1976 and to 
47, 117 as of December 31, 1977. Of this amount,latter 33,830
farmers were served during the crop year, with the ofbalance its 



portfolio consisting of credits made in prior years. I1'his represents 

66% of the portfolio target of 1,250. lowever, this high rate of 

increase was due not only to the A. 1.1). funds, but also to increases 

in INDAP's own fulding outside of the A.I.1). loan anti access to all 

IBRI) 	 loan being channelled throumh the Choral Bank. 

With rcspect to the Pro.ject funds coimitted or disbursed in 

the agricultural year ending April 1978, an -.stimatod 16, 900 farmers 

were reached mide r INDAP component a i s! own on Table I attached. 
.

This represents (4"', of the increase projected as thi- ECI 

As shown in 'fable 1, !NI)AP's crcdits for short term nrodkuction 

loans 	 are slightly less than half the $570 ihidividual subloan amoutt 

estimated in the PP. Thi s appears due to the combnation of two 

factors. First, small farmer credlits (lu ring the previous years 

(1975-76) wer(- at an extrenmeIly Iigh int, r cL rate, rnging, frrn 4'0% 

to 70% in real terms. Althoumh yields were goe,:d, particilarly for 

wheat, most f,tirn rs had. grcat difficUlt,' in' me(:tilg hte-ir credit 

obligations. 'i'hus, in the 1977-78 igrikultiral ,yclc, the sane 

farmers were retlctant to borrow nmore tltidi their nin invirn ieed:;. 

Moreover, with rcspect to wheat, the farmecrs were able to save 

part of their ,previous ycar's output for secd. INI)AP eXpcts the 

average size of its production loans to he iich high;er dn:ring the 

cuirrent crop cy .o 

(2) Inc cease IN DAlP l~ fr,,m ' ., n'ill,,n1,( $22. 6 million 

in 1979. INI)Al)'s volume of new loan, im rcascl t, $14, 756, 000 as 

of December 1, 1977 (with t tottal portfiLo of $27, )Z7, .00). The
 

1977 credits were from the follwing , *.s:
 

A. INI)A P resources 	 if,00%, 000 

B. 	 A.I. D. 1.oan (including 

GOC contribtitoM) .4, "00, 000 

C. IBRD loan 	 2,750, 000 

Total 	 1t, 750, 000 

The subtotal of lNI)AP and A.I.1). risrt.s is $12. 1 milion. 

Another $10. 75 million remains under the INI)AP component of the 

Project. Thus, the EOP target of $22.6 illion is still attainable, 

assuming that subloan recovery rates remain reasonable. 



(3) O. INDAP loans dclinqucnt d, lin, fronm O'1,: in 1975 

to 10% in 1979. INI).A l has not yet peir ti'.td its ac(,tinting system 
to give precise figoures in subltoan cy . p'art the problemdelinqu1Il of 
is with the diffic-ulty in readjusti:1g ,iuh:an halaIces for inflation in 
accordance with chinges 'in the (-OnSonler Plrice Index ((PI). Part 
of the loan comrponent for INI)AP t.a. will I). used to assist INDAP 
improve its financial information system. IN m ]i) s f5t 9'U. b - ma­
are that as of l)'.tmber 1977 28' of thc La rniers mraking up the 
total portfolio inclhding from past years) ;tc delinquent in credit 
r epayment. S.Ii)'s own discussions wil INI)A\P fild officers 
indicate they expe. t a deliilqoency rate (,f 1cas than 10,,, on the A. I.D. 
financtd subloans nmade in the 1977- 1978 ( rt)p yea r*s. In any evcnt, 
a downw, rd trentd is readily o)se rvcahle from1 th 197 levels. 

(-) 1 I, " ) banking s _st,: r_1cipi ,nts through this prograi: 
by I V),)C. CI'nm r ial a (1 privatc bji11- iIt o'ISt in and use of the 
prograni has bee'n much hih, tilan alltiCi),It.d. Eight different 
private sec t1r fIuII.-t To al :istitAt;Lns parti Ii ItCd during the first y-ar. 
The A. 1,, ,i coipt t i t ankingi ( rcditsI.1). ,, (n ( II -!.I' for , sy!, tc 
is $q.0 :iillion. .'As ,f April M , 1'7',-, ",''liy the 'nd of the crop 
yeali 111'.1. 1lionl had hcee is Thu Us -d tr conw.i~2ttrl inl app r ove( 
su1lns 'uite " ,ti tivty. s ii in1 this ilb anIMnt 'iitted cstirnatcd 
3, 9-t8 fgani!ies. Tih~is, with ,tl]),xiliat,.ly .1i"> of th, Project luinds 
disbursed or c()u linitC d u1n(It r this aot , ,n t. , V of the E-O1PS 
objective has ,.etn ichie'Cd. I', a,,vt rag.t ,izc subl,ans for production 

,Cr'(lts undcr the hnking system cuzompli;t ib $1, 30 c(,mpared with 
'An average whi.Lh ,t. cstirnated in th '11 of ,hbO0 see 'fable I). This 

ic flccts the in( r'else in the ave'rig. t' ,f pariel bt1inl distributed 
to. neuw land rI'. i i s since 1t. ti II wh.I the P ,Is written. 
A(ccordingly, it n,'cms likely thit I ,I ! rnticrs w!lI h reathed or 
siirp-tsst.-d thrtnih the Project during its t1t,', Ltiking into consideration 
the effect that rollvci s will have during tI, disbursncnt per'.ic. 
(As funds a-e re'p.aid, they bCoIc av'aila bl, for k therelendin under 
sanie Project cr teria. 

5) N,..' credit list, rs iim.on es in. .as by "0", fro r 19T6 
to V)7'). Addi:in) iiplenitation progilcss on the PPIS component 
must be made be.fre incune irripacts c an hr estimated. ODEPA has 
collectCe4 baseline dat,t on souie 800 INI).At' C'licnts for the 1975-1976 
crop year. ('nce the PPIS reatches a nt-r,0 ;IdvaL'ed stage of 
impl .'mentat ion, (: I)I-El A will be able to proctss and analyze these 
surveys and undertake new surveys in order tio obtain comparable 

http:tl]),xiliat,.ly


data. Although the farm level income data are not yet ready, the 

USAID and GOC are proceeding with the second year credit activities 

based on subjective assessment th:t positive incume effects are being 

made. This is visible through field visits and the high expectations 

of good credit recovery. 

(6).. ..Contin. ius evaluations being iad,, uf public agricultural 

creditpolicies. Cl)FICA has been completely reorganized in order to 

incorporate the PPS activity as a fundamental operational instrument. 

Now that he reorganizatioo is complete and the A.1. D. financed 

computer terminals are in place and operational, the PPIS will begin 

its substantive rle f poicy fornmulation and evaluation. 

19. OUTPUTS AND INPUTS 

The following adjustI1ients are nmic in the projection of inputs 

for the credit con ipt) nt: 

Yeatr 1 Year 2 Year 3 
May 77 - Apr.7S May 78 - Ap,.79 May 79 - Apr.80 

Origina Actual O' niz.-I Rt-,vi sed Criginal Pevised 

INDAP 	 4,250 4, 500 I, On) n, 500 4,250 4,000 

L000 A. 900 3. 0M) 52,10 0 3,000Banking System 
7,250 8,400 '),,00 I),600 1, 250 4, 000 

Although the $0. -- million INDA' t .. . tt,'lpUnert has not met
 

disbursement targcts, USAID considers that It remains to be an
 

important part (ifthe , Ion the delay include:
project. 	 wsons 

(a) Iritl, a pending rtr g n i'.ti, w.thin the Ministry of 

Agriculture ( reatecl uncer.ti:utie,, abut INIDAP's 

or'aniza tienal structure and t, reft',e resulted in a 

reluctance to proceed with this activity until the nature 

of ,Nl)A-'s future str ctur 1we., clear;ane 

(b) 	 an understaffed planning officev and high turnover (three 

ciefs Lf planning) continu' to imake it difficult for this 

unit to dedicate time and effrt to the task of institutional 

improvement; and 



V 
INDAP's highest leve..lsinterest at(c) 	 apparently inadequate 

concerning administrative or managenwnt aspects as 
contrasted with technical or program ma ters. 

Only 	 tent ative breakdowns of this utviponvilnt have been made 

at this time. However, in g2eneral terms, 'funding must be focused 
on the problem of mnproving" (a) financi;,l anagernent information 

system of INDAPI: ind Ib)trw pr ogramning, budgeting, evaluation 
cycle of INDAP in a maniner (hat strengthens the capacity of INDAP's 
regional offices to, participate in and influence, reso uc allocation. 
The industry wide studies mentioned in th IP under this activity no 

longer are priority given these otht r urgent n-.s 

1lnder the $1. ; million iP'tl: cfl) onil't changes in the inputs 

and utpu'ts the A.1. 1). funding Lvels %ill be necessary.within w 

()DFPA cuirrently is working on a rt,vised plan for the PPIS. The 

basic change will InVk.,l.' substantial reduction in the A.I.1). funding 
(ofsurveys with suichi c,!sts to he picked up by regular GOC budget 
&Illtcations. Tbc A.1. 1). funds thus sawd would he used for technical 

assistanve and ptussthly for additinal equipent acquisitions. OI)EPA 
currently is n king its propo ',l t, the National Planning Office 
(O P1 l - AN). ()ne ('OC assurance of additional funding for the 

sur,,eys is obtained, (d)IE A will rtequest. I'SAI) to approve appropriate 
adjustments to the loan hodget. tSAID is in agreenent in principle. 
(See Item 21 A belov.. ) 

20. UNPLANNI) I."tECTS 

None. 

21. (_lIANCI" IN DESIGN OR E:'CtlIAWN. 

A. VI)S. lh original design for th. 'PPIS coniponent 

included $527, 00. for surveys, tl. print ipI one being a massive farm 

level national sw:r.'ey Of some ",000i) !a rms that vould be made annually. 
Based ojn the advi., "I the residlent ladvir to tracttd'' with loan funds, 
the l3PIS is being modifncd to, reduce th, ,,ulwiasis on a single farm 
survey instrument. Instead, the 'IIS will use a data bank approach 
that. will have information from many stu'rccs, including a variety of 
surv eys.
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This change is supportt.d lby USAII particularly in view of
 
the delays in pvicssing the !A7'i-1i)7t, :\gri~ultural Census. The
 
lack of this inftormation creates seriouis 
 (ifi. iultit, in designing
 
reliable samples for surv.y work. 
 In (!.v. loping the original
 
implementation plan, 
 USAID seriously ,iv trestimnated INE's
 
administrative capacity 
 to carry (lt the wkrk involved in processing
the census. INf. does not appear to able cope very wellbe to with 
GOC requirements concerning the acquisitior additional staff,f or 
equipment. USAIl) has urged INE steve'l',i tints in writing and at 
meetings t, give greater priority to the cl:.ss. Although some 
progress has etke, place, the census pImocc sing %i1 not he
 
completed 
 until 1,cembe,- IQ79, .qT rxmiant,-ly t',v. ya rs behind
 
schedule. Nevertheless, A..W loan nditurs
, ,tx( (-n ce'nsus
 
processing and curmnv (lit. ccssnii
pr t p trq tnie.nt for INE are
 
still warranted. The census w'll still fim, impu-'tant
an part of
 
OI)PA's inforniatin ,
systern and s tu\t as t h ni c building block
 
for agriculmt ral statistics, i 
 ndi . o i Ho . tnuip tur processing
tinme will alleviate a serious budgem consatraAit th t would thvrwise 
add to tlo actual delays. Procur'nm nt o! quipneii, t for IN- has 
been recomm .n, II by sevcral coisultt a w s I S.\Il) is es Ye.ntial 
ti.rnetts for any statistical institute. ' i:, such t'q ipn,.rt will 
have lit!tle dirct impact on the statistial .. ,k carrid out under 
the Pro. ect, it will prvide iN with a ;ap.,ity f,,r ,xpediting
future data prt ,ssng needed fOr the agri iiltii a!r sec tor. 

B. 'Ih. \.I. I). 1a0 n ori-I nally :I\ .i rl tha t the credit 
funds w'ould be spent only for i gricult ur l Pi ,d( tl)n siil) ns. 
IWiiring the niv.tia tioin of the Ioan Agre.n nt, pro'.i w'as)n nmad," 
to permit investment credits, both flAr n ft 'e. putrp ;es as well 
as for off fWr ,in: c.stiients ices ,i ry A'r pi es sn" the prtductoln.
Financing oA of& fari invsttntnts throgh Aw h kin systp was 
subsequently ,.si t.d t,) sp,. jil Si"t 0 OIs reoIc ifL (G-( arid USAID 
prr approval whien became appa re'nt tiat: a.) IAri,' investm .nts 
could use uip a substantial ,inot)mint )f \.U . I. funds "kth limited 
spread e ff c ts; .anid (h) in sonic ci se n it ''.,. h be dif"',:bt to 
dete rmine Ihe' rctl bene'ficiarie S of the sti :t. 

Ioth U ;All) and (IO " agrt. , on the ne c esity uf financing 
on farm investments (infrastructure) in addition to production credits. 
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Until on farm infrastructure investments made,art the small-farmer 
will not be able to make lasting iznprovene-nt in his incmne level.
It was recognizt-d that this type of invest men t could put a cash drain 
on the fund for large subloans legally being nmadt, to farmers meeting
the eligibility criteria (12 basic irrigated he'ctares or less)."- To 
assure that benefits would be spread as widely as possible, USAID
 
and the C;OC agrted the
on a $2-5, 000 Skblo1n liilit ill addition to 

then exis.ing acreage limitation.
 

INDAP has placed about I9'; of its A.I.D. financed operations

in medium and long term in'vestment credits in 
 such activikies as bee
and honey production, an( leveling and irrigation, shteep and cattle,
dairy and fruit orchaids, I in tling investmnit credits INDAP
applies standards developed eslpecially for farmersm all needs. T he
standard bee and honey production investno et credit averages $1, 450 
a nd represents oe, ')f the lowe St c()st i n'Cs t Ie nt approaches.
INDAP i lso off. rs packages of tup to $9, 108:a for small farmers to 
invest in cattle. lic-se locains ar, appropriatc for low incomne 
farmiers mni rrigated r 'it usin the t ld -fl1y aklIong the coastal 
mountain rangoe and the A.deaii foothills in th. southern portion of 
(Chile's centrail villcy. 

The abe tV)c of o)perations repres.nts a substantial departure
from INI)AP past a pprotch of suhb.,is terice with low recovery rates. 
lNDAP's approa.h is to use exte rnal finds it,try t,)graduate its 
clients to the hainjlling syste,m )y offecring the,11 ar, opportunity to
build up their equity through these MC1eihimin .inid long term development 
cred Its. 

22. LitSS UNS l:.\1(NI:D 

With respc to the banking systenm activity of the credit 
component, direct ISAID contacts with the interested banks proved
to be very useful in: (a) making sure that the banlks fully understood 
the nature of the Project and intended bentfi(ta ry; and (b)
supplementing the Central Bank's monitoring of the compliance to the 
Iending regulations. 
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With respect Io the 1 1 1:- ,tipll e,mn I. I1SAIID authorized--loan 

funding of a Chilean prufts sional, emnpltoy-dL by the Wurld Bank. as 
a resident advistr. The coltract was executed by USAIL) based on 
the authority granted by the ltt)rru,,er and includes funding of his 
transfer to Chile and allowances simnilar toi that of a direct hire 
USAID employee. The advisor has oro'en to be very effcctive. 
This approach, in which A.-I.D. handles all funding arrangements 
and charges the loan directly, may be ;mrplicablc in other situations 
where.there arcre )pOrtunities tL rt vers e the( brain drain by returning 
expatriates to work in their own (ountr ies u ,d t*r A.!.I). projects. 



gricultural Credit Loan 
513-T-067
 

Credit Component
 

TABLE I 

AVERAGE SIZE OF SUBLOANS (as of 4/30/78) 
(dollars) 

CN FARM FINANCING OFF FARM TOTALOPERATIONS INVESTMENTS SL B-TOTAL INVESTMENTS FINANCLNG 

BANKING SYSTEM
 
a) Amc:s~unt 2,555, 719 
 U7, (-S 3, '9Q, 35 512, (93 3, W06, 052b) Beneficiaries 1,961 (7 2, 028 1,920 3,948c) -verage 1, 303 12, 502 1,673 267 989 

INDAP 
a) Amount 3,672, 536 825, 253 4,497, 789 - 4,497, 789b) Beneficiaries ](6, 123 744 16, 867 16, 867c) Average 
 228 
 1,109 267 267 

TOTAL
 
a) Amount 6,228,255 
 1,662, 893 7,891, 148 512,693 8,403, 841
b) Beneficiaries 18,084 
 811 18,895 1,920 20, 815
c) Average 344 2, 050 418 267 404 

A. U r rutia 
6/15/78 




