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RURAL CREDIT INSURANCE RESFARCH PROGRAM 1080-1981

1. INTRODUCTION

The main purpose of this report is to highlTightmajor points of interest
in order to stimulate discussion about what is becoming the most significant
component of IICA/AID Latin American Rural Credit Insurance Project. This do-
cument is an outline of the methodological basis and field activities program-
med to implement the research program. Such a program must, throughout the
years of the project, address at several questionsof particular value for eva-

Tuating existing programs, expanding crop credit insurance throughout Latin

America, and other developing areas.

The rural credit 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 Taw 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, yet actual field

work and data processing will begin only in May 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, orgahizing the working team, designing the field data genera-
tion process and creating the computer programs for research data management
in regard to its current

Each one of these aspects is fully discussed later

status in each country and the perspectives for 1980 and 1981,

IR
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2 THEORETICAL AND METHODOLOGICAL BASIS

There is no doubt that the job to be done is challenging and most inte-
resting. Continuous thinking about the issues to be analyzed together with
group discussions of alternative methodological approaches and strategy for
work have Tead us to develop a conceptual framework for analysis at four le-

vels: 1) the farm; 2) the insurance agency; 3) the banking system and 4)

the rural sector as a whole.

2.1. Implications at the Farm Level

At the farm Tevel, decisjons are made in an environment of uncer-
tainty; yet farmers chose among alternatives and produce to satisfy basic needs
and to generate income. The riskiness involved in a set of choices of invest-
ment alternatives is handled by farmers in several ways which include complete
avoidance of the risky enterprises, diversification of alternatives with nega-
tive or Tow positive correlation in their returns and, if the danger of disas-

ter is considerable,some will opt for crop insurance or alternatively credit

insurance.

Of particular relevance is the Tact that the adoption of modarn,
high/input-yield technologies is limited by two major elements: Firstly, the
expected output is known with Tess certainty than that of traditional techno-
logies and it is usually asserted that the variability in yields under non-
optimal conditions is greater. Given the degree of farmers' risk aversion,
these elements restrict a rapid adoption and use of modern technologies, par-

ticularly hybrid seeds, fertilizers and chemicals. Secondly, the use of these
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inputs,’dtmands capital that small fTarmers can not provide o their own and
that banks are not willing to lend because of nuicrous reasonss mainly because
the target farmers may not be 'sujetos de cridito' because they cannot offer
adequate guarantees, the cost of operating the credit program may be to high

and the recuperation rate oo Tow.

If a farmer who borrows woncy for cropping sctivities suffers a
disaster and Toses the harvest, he usually can not pay beck ihe Toan unless
he is able to sell off some productive resources. Besides the inmedistoe ca-
tastrophic effect of not having enough food and income, a more drematic cffect
is that not having payed the loan, the farmer will not be able 10 obiain credit
from the bank for the next year, thus being forced to recur to alternative,
more expensive resources of credit, or else diminish the intensity of use of
inputs, and regress to Tess modern technology. Another cqually counterpro-

4.

ductive option is to return to production with a rediuced ar.a under cultivation.

On similar grounds, the ifmprovement of livesiock demznds cepital
which is borroved on favorahle terms, yet involves a hiish risk o
animal dies or loses its functions. This long tcrm Savesiment is necessary to

increase the productivity of animals, yet faroers are reluctznt to bBear ihe

risks and banks are unwilling to fincnce the invesiment,

Production Credit insurance
tects the farner by insuring the ioney he has borrcwed from the bank. Many

would say that it actually protects the berk and in a vay this is true; but it

protects the bank so it can lcan @gain o Lhe Tzrimner.
The establishment of the program could ".ave rumcrous effects at the

£
i

arm level and the research activities are designed o explore the nagnitude of
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those effects and under what circuastances they take place., If ithe program

is not compulsory, some fariners would choose Lo purchase credit insurance as

one of the alternatives open fo them, But also they could develop their own

protection mechanism against risk, which may include crop and technology di-

" 1
|

versification.  In ihis later case however, the Tarmers will absorb the cost

of the wrong decision. Given that insurance has a cost (the premium) to the

fariner; it is hypothecsized that farmers vould pay that cost if the expected

efits are greater. Clearly it all depends on the faruer's own perception
of risks and nis past erperience. A programn that is not compulsory would pro-

-1 g

vide the most suitable environment for analyzing the costs and benefits of
edit insurance and the effects on the faiumers' attitudes, mix of crops and

echnologies, use of inputs and ithe rasulting income stream over time.

However, the credit insurance program is now being proioted as an

obligatory device for obtaining public credit. The rcascns are tow Told: Fj

S£ “VArr=A 2 AN o~~~ e - - T v (& s “AF A | S AN = C e N~
IT the program 1s not compulsory many T.risers will not purchiase the insurance
e R = T T T e meaeh e Blamwad fe . o ah
cause they "leel" that thay <o rot nced it. Sccoadly, iF scwe Tarwers Lould

have insurance, the bank will not lend to tham, Leczuse it also
it is teking a risk that is too high. This vay of opereting ine preograns lead
to some complications in analyzing the effects o
the farmers' attitudes.
effect on the composition of tha poritolio of the farm; the use of inputs; the
allocation of time and the Tevel of jncom

over time.

Clearly, since the progren

good and bad years; the iresearch should look at Lhe 'evolution of Taricrs', in

e, and the evolution of these variables



terms of their

life, eic. To

B

attitudes, capitalization, income, improveinent of quality of

appraise the beiefits of the program it is necessary to compare

faiwers within the progrem agaimt a control group of ihose not included, whether

they have credit or not, T'o methodology to genecrate informalion Lo make 0S-
sible the analysis of these issues is fully discussed below. In suinnary it

implies continuously generating and analyzing information among Teriicrs within

U

and outside the project in specific arcas.

=

The analytical methods of rescarchine

thicse issues are:

a) iwocels of the farm-firm houschold unit, based on actual infor-

mation, to mcasure and predict the effects of iasurance in con-

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

ready bcen designed and tesied with 'Tigured' data. Field data

will
b) Witho

dit a

tant

be “"plugued in" in the near future.

ut insured credit, including also those that do not use cre-
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It is hypothesized that credit insurance could be an efficient

wechanism 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 investuent in the cvent that "ccause of natural risk,
farmers loss their havvest and are uneble to pay back Lhe Toan., On ithe
other hand, facrmers will receive from the insucance agency, complercntary
technical assistance, which would in turn help to increazse the iarginal re-

5

turns on credit.

]

It is clear that insured crodit brin

~
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s LenaeTits Tor

and under some conditions, beneiits the Tarimzr. The cuestion is, to what
extent the costs of running an insurance pregram (including the cests p#id

by farmers) are smaller than tha benefits,

must develop its own c:

bility of default; i.e., it must take a porifolio iznagument approach to

its investiients ( insurance opcraticns) so as waximize ihe inic énd zial
benefits of extending the program o Tarue, o bers of <311 7 ¢S Lhin

the parameters of actuarially expecled ¢ulccies which will keep the pro
financally solv.nt. Hore again, 17 Lhis prograin is coopulsory 2t a neticnal

level the insurance acency has 17 uited power to discrimina

have the capacitly to establish premiums and coverage levels according to
ctuarial principles.
One year or one cropping scason with a positive or nccative balance

for the insurance agency is not cnough to conclude whetlier the program has pro

duced net benefits or not. As it was
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The basic elements of judc=rent for the agency to administer its

portfolio are the degree of variability that characterizes each of its invest-

=tween the expected outcomes of all al-

ment alternatives and the correlation *=t
ternatives open. On this basis the acz-cy can "integrate" its portfolio in a

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

and managerial constraints. Governmenz intervention of price support and price

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

folio and the outcome of the managemen: strategy.

Given these basic issues, “= can be asserted that the insurance

agency must possess the analytical too’:z for determining premiums and coverages

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

the historical behavior of yields as w=11 as on the probability of occurrence

of the disasters against which it is irsuring. The data needs and procedures

for generating it, are discussed in th= 7ollowing section.
In terms of the analytical zools the two elemants must be developed:

A statistical-actuarial mez-2dology to calculate the premiums

and coverages on the basis 7 historical data, when availabe; and
A portfolio management modsl for the insurance agency and for the
bank, which allows both ins=<tutions to appraise the costs and
benefits of extending insurz-ce to particular regions, groups of

producers, crops, technoloc=s and livestock species. Progress

is underway to structure tr-s model, which could in general terms,

be applied to any bank-insi-znce agency pair: but with specific

data and bahavioral constrez -ts for each particular country.
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2.3. Scciorial Effects of Insured Credit

Altlough the program is begining on a <pall scale in cach country;

it is anticipated that it may giow rapidly, pariticularly in Ponera. If  <uch

is the case, it is rost desirable to model or simulate the possible effects

the insurance program have, when applied at a national scale either Tor a parti-

he ccopored

cular crop or for scveral crops. later, the simulated effects can
1o actual outcomes. This "feedback" can be used Loth to refine the imodel and

to modify the strategy of work and create the most sppropriate conditions.

Credit insurance may grow at anational level either because  the

banking systcm demands compulsory credit insurance or because faruers Tind it
attractive and cconomically desirable and voluniarily take credit insurance.

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

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

adguisition of inputs they will require greater zmounls of inputs and, since

tare yields and arcas planted, this will ccuse in-

thoy will increase per hec
creases in production.

It has been repeteadly pointed out that credit is not the sole pro-

blem for rural development; the opportune supply of inputs is pcrhaps as iwpor-

tant. If under the existing conditions, the supply of inputs is «

cient and their prices are already too high, it is expected ihat unless proper
policies and programs are implcicnied, additional credit availability which re-

sults in a higher demand Tor inputs, would imply signifTicant desequilibrium in
- i > I 4 - 1

the input market, thus rising prices., The situaliocn way turn even wore serious

basic inputs as Tertilizers,

and would leave some farmers unable lo obtain the

bor or transportation.

¥}

fuel, chemicals, sacks and even 1
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From the product market point of view, the increase in prices in
wreas planted may vesult in excess production, thus a decrease in prices at
tarvest time. The implications are that unless Lthe guarantced prices are cn-
forced with the governments absorbing any eacess piroduction, Tarwers would

recieve returns that are below the ones originally anticipated. The net effect

2y be positive for consumers (and certainly for intermediaries), yet faruers

hia e

nay lose.

Other effects to be considered in large scale programs are, for
example the increased demand for foreign exchange to purchase inputs (fertili-
S Ay

zers, chemicals, tractors, etc.) in the international markets. Likewise, the

increased availability of foreign exchange due to “xports of agricultural pro-

ducts. It may also occur that profitability of crops changes with the use of
credit insurance, thus moving larger nunbers of fariers towards the more
fitable crops at the expcnse of arcas of other crops, thus creating

disbalance in their markets, The scarcer crops may have to be imporied at even

fgain in ‘his casa; as at the farm lcvel or 1h@ iasurdnce agenc

el N i
Given ihe mul-

level; there is nced for an analytical freacwork of analysis.

5 L. . ) » g b - _ S . . T
tiple relations in ine agricultural sector. it way be 1 cescary o built a

sector model. This will be justified only if the progiam is cxpected to grow

at a significant rate.




3. DATA GENERATION AND MANAGEMENT

D

work developed is of 1imited us

Without rcal data, Lhe analytical [

Thus, a signiificant efifort is vaderiay to coupile oxisting hisiorical info
tion and to generate as wuch data as nccedad.  The later couwes from ad-hoc sur-

veys and from the congoing insurance operations,

3.1. Historical Data

S
distorical yield data is the key claixc

niums on coverage levels. This da

by regions, technologies and groups of fTaruwers. Tlis “aia is ally rnot pu-

blished in such Torm, howaver, it can be Tound in tha oifices of Statistics

and orgainized and procnssed for cospulcr Lased siatisiical ilysis. C ple-

mentary historical infcrination is requived Tican v oather data 1o calculaie the

probability of occurrence of the dJdicasicrs oa E wnich L2 2 s i d
F L vitics lertaken in <22h LYY Lielo@ Lh2 piCe

P T P R g TP s

'

.

-
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for the period 1962-1978 sbout yields of the irain crops 1oLeing dastred DY

ISA, disaggregated by crop cycle; Tarm size riacs st 3 d giovince., Stuilar

erforts will be undertaken 1i the olher counirios., 1 =y ha 5o aver that Lhe

data just does not exist, as it sccies Lo be the case in Solivia. MAs suon as ile
in Fcuador a similar approach will Le ertaken.

progrem officially begins
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3.2. Cross Section Surveys

There is neced

the program. Also, there is

area during the years of the pirograem, Such type of

about farmers

(

)
¢

but ot insurance and finally those that do not

allow comparisons between favuers over time o sce how cach gicup cvolves

nced to continuously analyz

CCA\/Q «

to characterize an arca Lefore it is incorporatled in

e the cynlution of Lhe

16K 03NS cnough

’,'.’;Elg

roceiving credit with insurance, thuse receiving credit

jther. This would

(

in

their attitudes, cropping patterns, resource use and ultirately income and wall-
being. This would in turn wake possible ihe appraisal of benefits and costs of
the program. This data will also be ihe hbisic input for the wodels of farm beghavior.
For such purpescs, once an arca has rocn chosen, a survey will be run
to characterize it. The format of the survey is race as vcaeral S ible io
applyit in esch of the countries where the program is to be fupleacnied. The
rormat will be tested in May in Pinama and in July in Bolivia. Ms other arias
sre incorporated they will also be survoyed and charsct rized, Sicitar i??ji
up' SuTVEYS QVEr L@ S2iue ¢roup of Taiars will be Py piars 1aus G g
in this way a Data Prrk of cruss scciion ¢-ta over it
[he cuestionaries cwphesiza socio-u e and ic . vion.
Data is collected an characteristics of the T2 mity characteristics of ke house-
hold head and its family; income by ree end exponses Ly desiinauiong vays of pro-
ducing each of all creps and cattle raising activilies; sources, 7.Cunis d condi-
tions of credit and technical assistance; and other rclevant data that mcke possidle
odeling a farm-household unit, and allow for ¢ parisons ciong groups.



A questionaire contains approximately 200 variables and the number

of questionaires needed to obtain a representative sample, varies depending on

the size of the area; generally ranging between 50 and 200 respondants.

3.3. Insurance Operations Data

As part of the insurance operations, a massive amount of data is ge-

In other crop insurance programs as

nerated for each individual in the program.
of the information

Mexico, the data generated was quite complete only in terms
for the crop insured by those farmers that reported a disaster (siniestro).This

information however is of little use because it tells nothing about those farmers

that were insured but not affected by a disaster, thus it does not make possible

On the other hand it says nothing about

an appraisal of the evolution of farmers.
(To complement these data some

the farm i.e. what else was being grown and how.

surveys will be run when the research program is implemented there).

To computarize the data generated as part of the insurance operations,

a coding and a format have been designed; hopefully to be used in all countries.
Handling and analysis

This is presented in Annex_ A, _for those that read. Spanish.

of this data and other generated along the research activities is disussed in the

following section.

3.4. Research Data Management

Data management for a project of the dimensions of this one, can not

be made without access to proper computer facilities and without the aid of the
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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 Tlarge 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 optimization pro-

grams is indispensable.

Given the dimensions of the program in Ecuador and Bolivia in its
earlier stages, there is no need for a Tocal 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 case of Panama, where the program is entering its fourth-

year (the second with IICA's support) and where ISA is now issuing about one

thousand policies per crop cycle (two thousands per year) there is need for
their own computarized system of data management. With this consideration, a

small computer (Hewlett Packard 45B) has been ordered by ISA.

Management of the data for the research activities in handled at-

IICA's computer center in San Jose. The center has an IBM-360/40 machine

with 240 K bites of memory, a group of well trained technicians . nd the appro-

priate software for advanced statistical and optimization work.
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Among the later, the center makes intensive use of the SAS program (Statis-
tical Analysis System) for all data processing, sorting, grouping, analisis
of variance, multiple regression, etc.; recently the center also rented the
MPSX program (Mathematical Programming System Extended) which is the basic
tool for optimization procedures needed in th; implementation of farm and
sector behavioral models. A1l the data is being organized in a Disc Unit

File for direct access with SAS and MPSX.

4. WORK STRATEGY FOR 1980-1981

For the countries included (Mexico, Panama, Ecuador, and Bolivia) and
given the existing budget for research activities; the later are planned ac-
cording to what is discussed below, If other countries are incorporated in the
project of I1ICA 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. Working Team
To implement the program, the research team is integrated by:
a. A full time Research Specialist, based in San José and respon-

sible for the coordination of all research activities;

b. Three technical level Research Associates,

of a BS or Licenciado en Economia.

Panama and Bolivia. Their responsability is basically data gathering, primary

processing and cooperation 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, management and analysis, @

technician has also been hired on a half time basis 1in IICA's headquarters.

with the equivalent degree

These technicians have already been hired in



-15-

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 the Mexican program is put in
full operation; hopefully towards September of this year.

d. Field Personnel, to assist on specific surveys and data processing,
who are national technicians hired on a "job specific" appointment.
e. The project relies heavily on the insurance agencies field specialists

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

4.2. Program of Activities

The program officially begins in each country when the insurance
agency is created and the government signs an agreement with IICA. By this time
one or more areas have been tentatively selected for the implementation of the
insurance program. It is at this point that as part of the research-operation

activities, the area must be 'characterized'. Thereafter the procedures imply

gathering existing historical data (yield and weather); and processing that

material and establishing premiums and coverages. In a parallel way the re-

searcher in the insurance agency contributes to the design of the various do-

cuments issued along the insurance operations (see Annex A) and organization of

the data files. At the end of each crop cycle a new survey must be run to

evaluate the effects of the program and to make the comparative analysis.

|
Simultaneously, the development of analytical procedures and metho- |
|

dologies and processing of the data collected in the countries, goes on in the
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headquarters. As a result of this work there are specific products that have

implications for the operational program in each country. Also,since this work
implies the development of new methodologies , analytical procedures and expe-
riences these must be shared with the intecnational community working in re-

lated issues. With this later objective in mind, there will be a continuous
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 stimulated interest among profes-
sionals working on related problems within IICA, and also in other interna-
tional groups. It is most desirable to benefit from ongoing projects that
analyze the problems of the rural poor, particularly those related to the
n of rural credit; the transfer of technology to farmers; the

administratio
abilization programs.

establishment of price support and price st
Within IICA the research program promotes continuous comunication
h About Agricultural Technology

with the PROTAAL project (Cooperative Researc
It also comunicates with

in Latin America); about methodological issues.
Information) and it js expected

PIADIC (Centra} American Program of Agricultural
In

ken in Panama will be a cooperative effort.

that the survey to be underta
th current activities on

the countries the program maintains close liasson wi

research and institutional support.
arch program has began negotiatiorsto

At the international level the rese
IFPRI (The International Food Policy Re-

h cooperation with USAID, FAO,
From this cooperation the

establis
of mutual

search Institute) and some Ameri
e expertise and hopefully joint re

can yniversities.
search endeavors

program will deriv

interest.
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4.4. Program of Activities for 1980-1981

It is anticipated that in general terms the followina seauence will

be completed during 1980-1981:

A.

B.
Headquarters

Developing the Conceptual Framework

Al

A.2

A.3

A.4

A.5

Formulation of the Basic Conceptual Framework and

Work Strategy;

Design of a Basic Rural Household Behavior Model,

applicable in several countries

Design of a Basic Bank-Insurance Portfolio Manage-
ment Model applicable in the small country cases;
Developing the Basic Methodology for Determination
of Differential Premiums and Coverages with aggre-
gated Data;

Design a Methodology to Appraise Costs and Benefits

of Credit Insurance at Different Levels.

Generation and Organization of Statistical Data

B.1

B.2

B.3

Design of a Computer-Based System for Management of

the Insurance Data in the countries (for inmediate

application in Panama);

Design and Organization of the Research Data Manage-

ment System at IICA's Computer Center;
Design and Test of the Field Questionaire

to Characterize and evaluate farmers in areas vhere

the p roject is to be (or being) inmplemented.



Panamd
B.4
B.5
B.6
B.7
f B.8

Bolivia
B.9

Ecuador B.13

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

of insurance operations for three crops and livestock in
ISA;

Organize and Analyze Existing Historical Yield and Weather
Data (1960-1978) at the Direcci6n de Estadistica;
Determination of Diferentiated Premiums and Coverages for
Maize, Sorghum, Rice and Beans;

Run the First Surveys to Characterize of grain producers in

the Province of Chiriaqui (June 1980) and for tomato producers
in the provinces of Cocle and Los Santos (July 19%0).

Run the Second Survey of Evolution of Farmers in

the Provinces of Chiriqufi, Cocle and Los Santos (June 1981)
Organize and Analyze Existing Historical Yield and Weather
data available in the Direccifn de Estadistica;
Determination of Differential Premiums and Coverages for
main crops (subject to the availability of information f;om
B.9);

Run the First Survey of Characterization of Farmers in the
Area of Melga (July 1980);

Run the Second Survey of Evolution of Farmers in the

Area of Melga (July 1981);

Organize and Analyze Existing Historical Yield and Weather
Data, in the Direcci6n de Estadistica;
Determination of Differential Premiums and Coverages for Main

crops (subject to the availability of information from B.13);
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B.15 Run the First Survey of Characterization of Farmers
in the Area chosen for the project, August 1980;
B.16  Run the Second Survey of Evolution of Farmers

in the Area chosen for the project, August 1981,

Mexico
B.17 Organize and Analyze Cross Section-Time Series Informa-

tion Available at Chapingo's CEICADAR, to analyze joint
effects of Credit Insurance and other components of the
Rural Development Strategy;

B.18 Design Strategy of Surveys in two or three areas where
CEICADAR actually supports rural development programs and
where insurance is an important component.

B.19 Run First Characterization Surveys in the two or three

areas chosen (October 1980);

B.20 Run Second Evolution Surveys in the two or three

areas chosen,

Implementation and Use of Models and Analytical Procedures

C.1 Implement and Use a Farm Household Model for represen-
tative Farm in the Province of Chiriquf, Panama;

Implement and Use of a Portfolio Management Model for ISA;

G2

C.3 Implement and Use of a Farm Household Model for a Repre-
sentative Farm in the Area of Melga, Cochabamba, Bolivia;

C.4 Implementation and Use of Farm Household Models for Repre-

sentative Farms in the Areas of CEICADAR, Mexico;

C«8 Continuous Analysis -
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D. Disemination of Results
D.1 Continuous Support to Operational Activities;
D.2  Production of Research Articles and papers for International
Conferences;

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

5. Expected Output of the Research Program
Credit insurance is being promoted under the assumption that it has signi-

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

tentative empiricial ones. The ongoing crop insurance and credit insu-

rance programs in developing countries, with as a many as 20 years of experience,
are producing relatively succesful results. There is not as yet enough evidence
as to what are the static and dynamic effects of insured credit and what are

the socio-economic costs and benefits. Hences before expanding credit insurance
programs-around the world, there is need to know on the basis of empirical
evidence the benefits of such programs.

It is with this objective in mind that the research program of IICA's rural
credit insurance projectscarried on as a pilot project, expects to produce the
following outputs:

d. Extensive discussion of the theoretical basis for credit insurance;
the factors that 1imit or condftion its effectiveness; the possible effects at

the farm level, the banks and the rural sector as a whole,
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b, Organization of rural credit insurance programs, that can be administred
following the basic principles of actuarial work and portfolio management, but
with a capacity to anticipate and respond to political decisions.

c. Demostration of the costs and benefits of insured rural credit for the
promotion of rural wellbeing, particularly for those groups that would have

otherwise remained in a status quo position.

d. Comparisons of the effectiveness 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 subsidies, extension, etc.

These results will be used for two purposes:

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

improve their effectiveness and;

b. To create knowledge about rural credit insurance

itself, which would avoid mistakes in theestablishment and admi-

nistration of similar programs in other LatinAmerican countries.

A few last comments are worth mentioning:
The research program in its current structure will not address issues re-

lated to reinsurance; this could however be addressed at a later point in time.
Although a program of activities is presented only for 1980 and 1981;

it is expected that the last year of the project; 1982, would follow a similar

orientation,
Greater availability of financial resources may allow expansion of the

research program.



ANEXOA

Organizacidn del Archivo de Datos en Base al

Proceso de Aseguramiento

1. La necesidad de Informacidn

Para determinar la eficiencia del programa de seguro agrocrediticio; para
calcular primas y coberturas usando métodos actuariales; para determinar los efectos
del proceso de adopcidn de tecnologia cuando se dispone de crédito y seguro sobre las
inversiones; y para muchos otros objetivos, es necesario disponer de informacidn veraz
consistente, oportuna y de f&cil manejo.

Habiendo determinado que la informacidn histérica y de corte transversal de la
gque se dispone es de calidad dudosa y en todo caso incompleta, no se puede depender
mucho de ella para el propdsito de las investigaciones, ni para fundamentar los cialculos
actuariales. Es preciso entonces generar y organizar informacién para satisfacer los
propbsitos antes referidos.

La informacidn necesaria a nivel de las unidades productivas puede resumirse en
cuatro grandes grupos: a) caracteristicas de los agricultores y los miembros de su
familia; b) caracteristicas de la finca en cuanto a recursos, inventarios (incluyendo
animales), ubicacién y acceso, etc.; c) caracteristicas de las técnicas usadas para
la produccién, cosecha,comercializacién y disponibilidad de cada uno de los cultivos
y animales producidos en la finca y d) acceso al crédito, a los medios de asistencia
técnica y extensién, las limitaciones de cardcter institucional, la participacidn en
grupos asociativos, etc.

Para hacer posibles las investigaciones en una forma comparativa es preciso
disponer de esta informacidén para todos los individuos que participan en el programa, .
es decir los que reciben crédito y estdn asegurados. Ademds, a manera de control y
referencia, se necesita informacidén sobre grupos representativos (muestras) de agri-
cultores que reciben crédito pero no estin asegurados y finalmente para los que no re-
ciben crédito (ni estdn asegurados). Dado el modus operandi del programa, se descarta
la posibilidad de considerar agricultores sin crédito pero con seguro.

Para los individuos o grupos de individuos en el programa, toda la informacidn
se debe generar como parte del proceso rutinario de otorgamiento del seguro (con al-
gunas modificaciones que se discutirad mas adelante) pero para los otros grupos de con-
trol serid necesario realizar una o mas encuestas sobre una muestra representativa.

2. Informacidn sobre los Individuos no incluidos en el Programa de Seguros

El proceso de seguir para la obtencidn de esta informacién puede ser dentro de
las siguientes lineas:



Identificar el &rea donde se realizari el proyecto (seria convenien-
te usar aerofotografias o un mosaico a escala apropiada, quizas

1:10,000) .

b. Localizar en el mosaico, a todos ¥ cada uno de los agricultores que
han presentado solicitud de aseguramiento.

Determinar el nfimero total de agricultores en el drea del proyecto.

d. Elaborar una estrategia para la recopilacidn, organizacidn y proce-
samiento de la informacidn previa a su andlisis estadistico-econdmico.

Disefiar la muestra de acuerdo al grado de concentracidn; variabilidad
en las caracteristicas de las unidades productivas; utilizacidn o no
del crédito piblicojetc.

f. Probar el cuestionario entre un grupo reducido de agricultores y en-
trenamiento de los encuestadores.

g. Disenar el cuestionario en una forma tal que en una sola encuesta se
recopile toda la informacidén necesaria, la cual debe ser compatible
con la que se obtenga para los agricultores que participan en el pro-
grama de aseguramientos.

h. Realizacidn de la encuesta.

i. Depuracibén y Andlisis Primario de la informacidn.

B j. Andlisis estadistico-econdmicos varios.

Esta secuencia de actividades se realizard en Bolivia antes de poner en marcha
el proceso de aseguramiento en la zona seleccionada.

3. Organizacidn de lTa Informacidn Generada como parte del Programa de Seguros

Como parte del programa de aseguramiento se han establecido las normas y dise-
fiado los cuestionarios en lo que se vierte la informacidn que proporciona el agricultor,
como la que produce la aseguradora. Esta informacién se produce en forma permanente
en diferentes etapas que se presentan en la Figura 1. Es necesario cedificar esta
informacidn de modo que cada dato que aparezca en los formularios y documentos de las
operaciones del seguro, quede registrado en un archivo matriz, permitiendo asi su uso
ya sea para propdsitos de la investigacidn o de control de las operaciones.

En la Figura 1 se presenta un esquema el cual puede ser adaptado a las condi-
ciones especiales en cada pais. Lo mas deseable seria que el programa de aseguramlento
siga el mismo esquema en todos los paises para asi facilitar el manejo de la informacidn

y su utilizacidén en forma comparativa.



R TIPSR AT . S A L A o R o, v R el o B kP«

El esquema presentado en la Figura 1 ha si’do elaborado para el caso particular
de Bolivia teniendo a mano las notas elaboradas en la ABA sobre:a) Fechas, Plazos y
Formas para Emitir el Seguro. Dar y Contestar avisos de Siniestros e Inspecciones;
b) Los formularios a ser usados por la ABA para cumplir toda la secuencia de operacio-
nes como parte del seguro y c) La lista de datos de los registros.
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Vf.RIABLE SLCCION NOMBRE DE LA VARIABLE ABA. LISTA Y CODIGO DE LA INFOE
1 SOLICITUD DF.ﬁ§E§9§§fﬂEE§Q e
-1 Nombre del Agricultor CION A SER GENERADA ENTRE
2 No. de Cédula (o documento de T -
identificacién) ASEGURADOS
3 No. de solicitud =
4 Fecha de presentacidn de la
solicitud
5 Sabe leer y escribir
(si=1; no=2)
6 No. de miembros de la fam.
7 Edad del agricultor
8 Idioma (espafol=1; quechua=2
quechua y espafol=3)
9 'Otro dato'
10 Tamano de la finca
11 Valor de los activos
. 12 Localizacidn: Departamento
13 Localizacién: Provincia
14 Localizacién: Distrito
15 Localizacidn: Caserio o Cantdn
6 Comunidad
16 Nombre del cultivo que se deseca
asegurar
17 _ Variedad de cultivo
18 Area a ser sembrada
19 Con riego o sin riego
20 Rendimiento esperado (en base a
experiencia)
21 Precio esperado a la venta
22 Epoca esperada de siembra
23 Gastos en: maquinaria, preparacidn
y cultivo de tierras.
24 Gastos en: mano de obra p/Labores
25 Gastos en : fertilizantes
26 Gastos en: semillas
27 Gastos en: insecticidas y fungicida:
28 Gastos en: materiales varios
29 Gastos en: mercadeo productos agric
30 Monto-del crédito solicitado
31 Institucidn que proveerd el crédito
(cddigo)
32
2 ANALISIS DE LA SOLICITUD (ASEGURADORA)
33 Fecha de recepcidn de la solicitud
34 Aceptacidn (si=1 ; no=2)
35 Fecha de Aviso de Aceptacidn
36 Rechazo Condicionado (si=1; no=2)
37 Razdn del rechazo (varias opciones
codificadas)
38 Fecha'de Aviso de Rechazo
39 Rechazo Definitivo (si=1; no=2)
40 Razon del rechazo (varias opciones
codificadas)
3 PRESEl\:IBCION DE SEGUNDA SOLICITUD

(o enmienda a la primera en respuesta a
un rechazo condicionado)

iee:pla:ar entre las variables la 31
aquellas que han sido modificadas y crear
la correspondiente 1A a 313]



VARTAR]

81
. B2
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98

1-4

99
100
101

1-4

102
103
104
105
106
107
108
109

1-4
110
111

1-4
112
113
114

SECCTON

72

8A

10

NOMBRE DE LA VARTARLE
Arcas senbrada de quinua
Areas sembrada de verduras
Areas sembrada de otros
Arcas aseguradas de mafz

Arecas aseguradas de trigo

Areas asecguradas de cebada

Areas aseguradas de quinua

Areas ascguradas de verduras

Areas aseguradas de otros

No. de arboles de durazno

No. de arboles de higueras

No. de arboles de manzanas

No. de vacas

No. de ternecros

No. de toros

No. de ovejas

No. de llamas

No. de gallinas y otras aves
REPORTE DE QINIIQTRO (este formulario
debe tenerlo el agrlcultor Y presen-
tarlo a mas tardar 5 dias despues del
siniestro)

(Repetir variables 1-4)

Fecha de ocurrencia del siniestro
Tipo de siniestro (parcial o total)
Causa de siniestro (segilin cédigo)

INSPECCION DE SINIESTRO Y EMISION DE ACTA
(La inspeccién debe realizarse a mas tardar
5 dias despuds de recibido el aviso y el
acta a mas tardar 10 dias después de la
inspeccidn)

Fecha de inicio del siniestro

Fecha de terminacidén del siniestro

Area totalmente siniestrada

Area parcialmente siniestrada

Causa principal del siniestro (segiin cddigo)
Causa agravante del siniestro (segiin cddigo)
Estimacidn del vol{imen perdido

Si es pérdida total, valor de la indeminizacidn

REPORTE DE SEGUNDO SINIESTRO

(Repetir variables 99-101 como 99A-101A)
INSPECCION RE SEGUNDO SINIESTRO

(Repetir variables 102-108 como 102A-108Aa)
AVISO EE_RECOLECCION QE_COSECHA

(Lo da el agricultor unos 15 dias antes de
iniciar la cosecha - usa un formulario que se
le otorgd cuando se le extendid la pdliza)
(Repetir variables 1-4)

Fecha de inicio de la cosecha

Fecha de terminacidn de la cosecha

INSPECCION DE COSECHA Y ACTA DE INSPECCION DE
COSECHA

(Repetir variables 1-4)

Area total cosechada

Area siniestrada

Produccién del &rea siniestrada




1-4
50
51
52
53
54

55
56
57
58
59
60
61
62
63
64

65

66
67
68
€9

70
71
72
73
74
75
76
77

78
79
80

- A

ANAZISIS DE LA NUEVA SOLICITUD
[reemplazar entre las variables

32 a 39 aquellas que han sido modi-
ficadas crear la correspondiente
32A a 39§

AVISO DE CIERRE DE SIEMBRA

Repetir las variables 1-4

Fecha del aviso

Fecha que se inicidé la siembra

Fecha que se termind la siembra

Area sembrada ,
Variedad de la semilla utilizada
Cantidad utilizada de semilla

Uso de inoculante

Uso de fertilizante

En el croguis de la unidad productiva
indique los varios lotes-marquelos con
un nimero -indique cual es el lote sembrado

INSPECCION PREVIA (QE NACENCIA) Y EMISION
DEL ACTA DE INSPECCION PREVIA
(repetir las variables 1-4)

Variedad del cultivo sembrado

Area sembrada total

Area Asegurada

Uso de riego

Rendimiento esperado en el area

asegurada

Fecha esperada de cosecha

Gastos en: maquinaria p/preparacién y cultivo
Gastos en: mano de obra p/labores

Gastos en: fertilizantes

Gastos en: semillas

Gastos en: insecticidas

Gastos en: fungicidas

Gastos en: materiales varios

Gastos en: mercadeo de productos
Cantidades a ser usadas de: horas de
maguinaria

Cantidades a ser usadas de: jornales fami-
liares

Cantidades a ser usadas de:jornales pagados
Cantidades a ser usadas de: semillas
Cantidades a ser usadas de: insecticidas
Cantidades a ser usadas de: fungicidas

(Al momento de la inspeccidn se debe recopilar
informacidn sobre todos siguientes aspectos)
Presencia de plagas (segin cédigo)

Presencia de enfermedades (segin cdigo)

Color (segiin cddigo)

Humedad del suelo (segin cddigo)

Presencia de malezas (segln cédigo)

Alturas de las plantas

Densidad de siembra

Topografia de terreno (segln cddigo)

OTROS CULTIVOS Y GANADO EN LA FINCA
Areas sembrada de maiz

Areas sembrada de trigo

Areas sembrada de cebada




_ANNEX B

RURAL CREDIT INSURANCE RESEARCH TEAM

Research Coordinator: Carlos Pomareda
@ Consultants: Andy J. Hogan
Robert Aubey
David Gustafson
Peter Hazell

Roger Norton

Research Associates: Rafael Celis (Sede Central)

Carlos Pastor (Bolivia)*
Tomas Fuentes (Panama)*

to be determined (Ecuador)*

* financed by the sub-grant and not by the research program.



PIIEX_C

RURAL CREDIT INSURANCE

CURRENT EUDGET_FOR 1980 AND 1981

~J9so 1981
Research Coordinator 33,959 38,000
Research Specialist == 32,674
Research Associates * 21,000 23,000
Consultants 19,600 21,400
Operation Costs **

San José 21,800 23,800
Ecuador 1,600 14,300
Bolivia ) 6,300 17.800

@ Panama 13,100 14',300
Mexico 16,300 17,800
"TOTAL 133,659 203,074

* contributed by the sub-grant to the countries.
** Includes travel and perdiem; computer time, occassional field personnel

and general services, Secretarial seryices are provided by the umbrella

project,




