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13. SUMMARY 

The economic conditions of the period 1970-1979 we r sev:'e 
ran ging from rampant inflation to severe depression. Cooperativc'; 
which were heavily subsidized before 1973 found all their subsid.ic , 
removed at a time when the economic seas were the roughest 
I]ICOOP became over extended in an attempt tc assi ,t coops in nmajiy 
fields. The loan program served a vital function in h .lping IF!ICO1l 
stay afloat and in turn helping agricultural coops, on ".:hich small 
falrn r s depend for martket inc:, ti,sUrvive in the s('ve c e ( COlnOr11iC 
conditions which have mar t-d Chile's recent history. 

14. EVA LU ATION NITTl1()IDOLO(;Y 

This is a remigia r annual evalVati, n. Infornation was obtained 
'r,), I,'ICOOtP and fl 1 fic ld visits to both borrowing coops and their 
iile~i be rs. Con.tultants financ ,d with loan funds we re given exit 
intervie.ws.
 

15. FACTORRNAIvSA(':OIS 

In January 1977, IFICOOP's ,Magenient advisod USAID that it 
was facinlg,, s.c-rious finan cial difficultic.s because of a combination -)f 
circumstances and past decisions that adversely aff ct,-d its oTnerations. 
Chief auon tics, was ll,'IC.OOP's coin itnient to ari, rs' coopera i',,S 
i.e., e-nterprises owned and nmnaged in (o'operative foriu by tW
wo rkelrs. Arrangements we-re m ade for acquisit:Ho of several 
e, pr.c-prir .S1y \y ti1 cooperatives. I.ICOOP wan involved as; rker: 
gua rantor f future paynents, as ter-ora ry owner until the cooper tire 
(Auld be formed, as lender of operating capital, an:] as technical 
a dvisor. The A. i. lan was not u sec for thes predorninantly 
unban-bas,.d activities. 

1" ';vrl , 19'7', ivICOOP manayement had become aware of 
son1 of the s hortcoinings of the worker cooperative concept, and 
decided that it would no longer support nu,\w ventures and that it would 
atte'pt to dive st itself of existing holdings. (IFICOOP estimated that 
a p roxiinately $1 5 million would be ne cded to put severcal of its 
accuis itions into 12.ood shape , thenb, facilitating disposal at a profit.) 
But by this time, IF.iCOOP was in financial difficulty. 
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2. 

With the help of TDY assistance, TJSAID reviewed I;t(9:U

financial situation in depth. 
 tBy May 1977, it was obvious that.
 
IFICOOP had serious
a cash flow p roblen-i that would require (I rA St.1 
cutbacks in operations. 

Subloan pro-essing had sloppy thebecome during financial
 
crisis.
 

On July 15, 1977, the Superintendent of 3anks appointed a
 
provisional administrator of IFICOOP. granting broad
hirn powers. 

I1ICOOP's Recovery theUnder provisional administrator, 
IFICOOP has: 

a) Renegotiatr.d its bank debt with local coniniercial banks; 

b) Undertaken the liquidation of unpr'ofitable or marginal 
ventures;
 

c) Reduced 1,,.rsonnel by over 5U).
 

d) Instituted A financial nianageen 
 t coltrl n.,,toiii
 

e) Obtained Central liank finncial . In'!
support: 


f) Adopted orn- stringent prAc tic, 
 for subl,,n collection. 

USAID clli h vrdlt.in the fimincitl re-covery effort by

reimbursing IFICO() app rxi.iintlv 
$1.I I riillion, reflecting the 
fact that contrilit ion. of subborru ieh, had 
the stipulated host country contribulti. I"]COOtP cuinunitted 
itself t, inm itaiiil :, 7parat: re, vinj rrtljc ct account to relend 

ox . c rAbtivcs exceeded 

A. . . fkinds and1( the 1 l((OCKI- cont:ibutiomis. 

Tihe Centra n k extended a short term loan of the peso
equivalent of US$3 million to IFICOOP and later the GOC amade 
long termo loan under concessionary terms (equal to USAID loan ter,
of the equivalent of US$10 million to insure the existence of IFICOOP. 
Debts of IFICOOC) of US$20 million were renegotiated, its personnel 
were reduced by 50%. 
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I1ICO01) recunuinenced operathiw in NJovelnbcr of ]17/ iF '.. 
which time it has limited now loans to tLe inore financially stil)e 
coops and those with fairly large debts.; hich without infusion,_ of 
capital ,ould founder but which, if provided, cash and TA coki0 

becone Sound. 

At the sanme time IFICOOFP has continued its active participation 
with A. I. 1). in the Cooperative Improv.ment Grant (C.rant F513-0,'.96 C. V. 

16. IN PUTS 

Project Inputs were: 

a) "Funding for technical assistance for b-rr wing coops in 
cooperative management, )usiness an- agricultural tochnology" and 

1)) " utriding for economicatly via li a;g ro-bu .ines projects 
for cnyerAtives. " 

Ii vir- . of the finanicial p roble is described at)Ove , the project 
l11. 1)roc,t-1ed well. IFICOO1I has disbursed FI0/, ()f tue project 
fInd ; fo)r sublendin, and has utilized 29% of the fn:.! s dstined for 
technical Assistance. A propr.:n for the utilizatiom of the renai,.i 
'I A. funfds has been areed upon betwecx , IFICOG I and USAl). 

i\ rcvolvirng fundo US$l A. A ivillion c'iunpusei: of US$ 14. 2 innon 
in lnan fainds and $2 inillion of lJ,'(i(n) p resourc(es )las been c 'ettri 
fr r'el,-niding to couperativrs. T t, $14. 2 contributed bv A. I. D. h.ais 
I)en disbursed in lub-loans as has $ 13 1, 000 in IFIC(FIOP contributions. 
iFICOOiP s contributions are it, lin,- v. it projection. 

17. OUT PUTS 

FProject Outputs we re: 

a) "Subloan projects in coop-owied agro-business, agricultural 
infrastructre (for low-income coop members), and fishing." 

b) ''Technical assistance to IFICOOP and borrower cooperativ,,;." 

c) ''Office equipment and vehicles and IFICOOP staff." 
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Separate subloans have been nade to (0 differnt cuope ativ-s 
for a total am ount of appr'oximate:ly(4 . u million undo,' the loan
 
in cluding subloans with rollover funds.
 

Approximately $4,4, 000 worith of offici' Machin's (typrswrit.,.'
and calculators), and a telephone sw-itchboard was ",'0aed by

IFICOOP, as originally 
 planned. Motor \' hicl, origlinall',- t: 1iw 
purchased with loan funds were financed %A'.itth,,ir own resources. 

A total of tpproxinately j230, O,,IwiA;a .el spent for technical 
assi;tance., and a1Jpp),xin~ately ; - 0 i:iilli n for 5&llon.; 

18. EVALUATION F INDIN(;S APO'IT !IURPOS 

lr"!j'ctl'To li ,-vel,.p A financin trnd technical 
•tssistanc- svstem for the cri.ition A, iiuprovrd rnar<eting
 
opportunities 
for small rnwrfer cuoperativ,' wrienhe'rs, which will
increai;s- their income aid 
incrcrasv value iaddc'l ;nl '-inployment
 
at the (,),)p,'rItivw level.' I'ruiect I 'po;,. n.: partly


aciwd- Althugh IIICOOViid 7-:n achie of whenoeriod Astress
it fate As; n entity v.is in qurstion .see- lxtirn l Fi .1Ctors), it is
 
r ,(C vi!'rinr', reid ther, is every 
 prospect & ach!ie.vi iw.je 't purpose. 

Tou date, over $,,U.00,000 lhav,- beem used b." 11 IC(OU.'s technical 
assist.ance un it, ftor fi'ancin 0 feasibility ;And .pc ciJ EWStuies fo
prinary coope rtive s. 

$150,0()00 of the Technical Assistance portion -f the loan is 
allocated to finance tho upgradin,g f Rural Cooperatives to enable
 
thie to imore effectively serve their members .
 

19. F:YALUATION I'.NfjN(; AlIU; I 

The, 6oal .i:irl M alsgutb As. de'finw in tk c.p.rzo~i- t -vu're ''To
 
mcoura' g a'ric,:teurl irod(1mjion 
 ii Cin il' and '"To improve the 
standa rd of living Li"of Chilan Small Farmer." 'rogress has
I)t''n madeb' tIova rd a'bi,x'ing thst, gols. Loans to Rt.hrrm Sector 
farll ,':-i 01-.e. -s t,.rg.' ta, ' 'l ; 'd to t illd fi.ld 
of the traditiona l Lgrrnulturai co, ,.r.atim,.s; (i. . , n i reiform sector)
subloa recipients, indicates that 

i USA IIi m onitoring 

the bentfit incidence of subprojects 
on the lower incomne members of theA' cooperatives has been high. 

http:ach!ie.vi


Fifty percent of the loan funds have been subloaned to
 
coops composed exclusively of target group beneficiiLvies - i.e.'
 
re forin sector flarinters, traditional 
 sector farmers and artisan
 
fishe rmen.
 

Vorty perce(nt uf the resources h.ave been ilo.0,ned to
''iixed' ';,ops i. V, , those composed of small, mncdiun and large
farrlmers however, .ven in th .se cases small fa r'ners represent

of the,v(r 5()",; membership. VuLtiirtiorna,, sill farmers
 
r'ctivn 1 ', assistane
, from other sources (iIclding under loan 067)
haVe foun1d that cops supported under this project to he a vital
 
channel r ,narhoeting - i.e. , in some 
 cases the only feasible
 
ma rlpt chianui'l.
 

1!0. 1 I -, VI.."'CIA I\' I E.S 

Ibprhojo)i,) ct:; ha%'. had high !)ii,:lit incidence for the low 

Tlh' t)2e liset i(U lnnic oi],icies il t'ilect ill C ,i1( are deO.'ifgn d 

tIf stitivilatt, privit, ;tetor K)loduct:on. [Fhlukwin; t.s liflhcies
 
the laIt n Xp tiA I ."!II!,th,
s! :×i , it pI r i.l of a.'1.Lri, r to rn hava
 
,e,,n -;hld to inhivid ls ani the 
agricultural infrastructure, 1..,


sysLtn.u :; Wr rovidiu; inlp)ut-, .n' mirbk tin: o-f )',tplts which 
 ha1ti
 
in m.nd.;b i,.-u tih (of tHe stat', a ,. ,I el . to the private


-( ct,)r. CJnpe,'rative ril'x -s hav rc'cived 
 most of these 
rp nlt-,; either dhr,!c:Iy as 'uiuri'ntd sct 
r fLir, "'' (recipients
1 tHp divid thedl:ri1,l(d idiler la d.'rHfip r asi;coperative 

pu rctlia;ters (.f th, inftastructur, sol of!f Iy the :;Atu sulported by

1I(j()()I ' fijlnit in ,. 

Ihe lipac( nf cit(')Oratij',.s ii the smiall farm irs has been 
irnp rta nt. 'i , 9 )(7 -. reasoning that th,: rcformed sector 
Iarers had ,I,.:, !,ivn . disproportionate amount of government
assistace ie , low cost land and othear assistance in the past
dcid.d thit it '.vuld not continue this pit-rrmiiistic policy toward
tie rulkrniod se( tor Airmers. -11w, CC ihuhirdin-atur Reform 
t:ct,, udebts to the state fr tOle purchase price of the land so

these owiers .onld use their land as security fOr loans, but coops
were virtualiy the only organizations through which the 3.5,000 new
reform sector farner-,usinessmen could receive assistance. 
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The strengthening of agro-industry coop,; ha:; provided tivi rlu , 
to smnall farmers without which they ao uld hav, n,t eein able t, 
survive. M/ost i filrt1 t t nt;t0 on ti4areS Cillthe pocssing , S 
a n marketinfit, r(()II ";. 

Z I . 1-cVA LIA Ti ON VIN DING~S A BOL- Tq Ti2l. F:171M E VVVCWT 

No sign:i t ant lliplannel tlfct ,s lt d Ir,, ti-s project. 

2 2. LESSONS if:; RIQ; 1." 

I"I{()Oi ) In . !, ;ulstanltil l-lount (.,I n v" fUllis into the 
lover iicomli, ::trat, () tht, ,gri(ulturl sector i: a tiit. financing 
wa'~s extremenly sc.irku'. rIIC(W~rtv jeciuCI inore than 
they' c,,,ld L11. l,' eid, to sot ' tI:, t:ic .ilmuO t diStrihiUteCd wVas 
inort, than I 19LCC1 (9111( prope(rly >':per V ;e. An1 Tntei-nediaut
 
Crerdit In:tittin = (dIWO lW tor 1),, L).I ct-dt ,t with
U ' imW,]ltt heans 

.rolitLhl lia:, r I l),1luICe(I p1 Ut lainc.,fA v(,id hiih delinquency 

i . S I '1-( :lAl., ( ()1NII EN' 

I a ly ,.×), ri,,me indic it.d t! it n n " o t c ultural
 
c(oJ ),erti,.',':;i :il".i , 1 ' t it. ( pt r > rl th.e' m ulti q'Iup. A A 

p ll'iPtst' ( pe; (1! 11 I.' Okr -; L"eCtor-Ind Ii. 'lliL) LiO1(.COO)
 
need'ed -apitn' C)!' traxliioual alc tietis of input
.litat their
di:;tri uti n, ]L",' , , andl in 1 o rei urg ctly t an 

i y'v,.ttieit ( ,llil I,.i tLgrf)ij .. t1r:-s. until ,1du tip 17 short-term 
produt tin '. r(,' l 1,td een. M'Ailablc l Iior th2 plblic s'ctor, Banco 
del >:-td,,. a tnd l o A!,ric(ilttrc INDAP at rates of interestnli;stry 
less atn tMe ilatinn ritc. I[![1OOt 7 bPLlived it could not compete 

-arkiid I . :;t -,iv . 1.1). s ,gestions to unet rtake production 
crvdai. Kina,t, i '. .)nc th, C. cr,.'dit contraction policies 
bec'ame. ,_icct',, the rel inutercst rats for agricultu.ral production 
lans quickly 1)'l' PoSitiNe. I F1 COO)P with A. 1. 1). encouragerncnt, 
r,,;pondd ly O'vuloling a t rvdit packi., designed particularly for 
thel. ,or',i :;t , ('reformooperative.. "The p clkag' provided the cooperamtvi 
with crthdit to .vdis!,ribute to tti r no(uL e.rs for agricultural 
production cr(dit with appropriate repayment terms (usually 12 
months) and follov-up financing for the cooperative to make 
necessary marketing a r ,r.angements.With this adjustment to its 
lending prograrm, IFICOOP greatly stepped up its lending activiti,_,s 
in line with earlier I)AE C urgings. 


