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PROGRAM SUMMARY

CHILE
CONDITIONAL CREDIT LINE FOR INVESTMENT PROJECTS (CCLlP)
FOR PRODUCTIVITY AND SUSTAINABLE DEVELOPMENT IN CHILE
(CH-00008)

FIRST INDIVIDUAL OPERATION
REGIONAL PRODUCTIVE DEVELOPMENT PROGRAM OF CHILE

(CH-L1167)
Financial Terms and Conditions
Borrower: Flexible Financing Facility®
Republic of Chile Amortization period: 25 years
Executing agency: Disbursement period: 5 years
Production Development Corporation (CORFO) Grace period: 5.5 years®
CCLIP First Interest rate: SOFR-based
Source operation % )
(US$) (US$) Credit fee: ©
) ) o . Inspection and supervision fee: | ©
IDB (Ordinary Capital) 1 billion 400 million 100 - -
Weighted average life: 15.25 years@
Total 1 billion 400 million 100 | Approval currency: U.S. dollar

Program at a Glance

Objective: The objective of the CCLIP is to enhance productivity and promote sustainable development in Chile in the
areas of finance, climate action, and internationalization. The general development objective of the first individual operation
under the CCLIP is to help improve the productivity of micro, small, and medium-sized enterprises (MSMES) in Chile. The
specific development objectives are to: (i) promote access to credit for MSMEs, including those: (a) located outside the
Metropolitan Region; (b) led by women; and (c) engaged in activities that contribute to climate action; and (ii) enhance the
digital capabilities of MSMEs, including those led by women.

Special contractual conditions precedent to the first disbursement of the loan: (a) the executing agency will have
approved the program Operating Requlations, which will have entered into effect pursuant to the terms previously agreed
upon with the Bank, including the environmental and social requirements applicable to the program; and (b) a consulting
firm or independent consultant will have been hired for the external verification of the program results, under the terms
agreed upon previously with the Bank (paragraph 3.10).

Exceptions to Bank policies: None.

Strategic Alignment

Challenges:© SI PI El O

Crosscutting themes:® GEX and DIO CCX and ESK IC

@ Under the terms of the Flexible Financing Facility (document FN-655-1), the borrower has the option of requesting changes
to the amortization schedule, as well as currency, interest rate, catastrophe protection, and commodity conversions. The
Bank will take operational and risk management considerations into account when reviewing such requests.

® Under the flexible repayment options of the Flexible Financing Facility, changes to the grace period are permitted provided
that they do not entail any extension of the original weighted average life of the loan or the last payment date as documented
in the loan contract.

© The credit fee and the inspection and supervision fee will be established periodically by the Board of Executive Directors as
part of its review of the Bank’s lending charges, in accordance with applicable policies.

@ The original maximum weighted average life of the loan may be less, depending on the effective signature date of the
loan contract.

© SJ (Social Inclusion and Equality); PI (Productivity and Innovation); and EI (Economic Integration).

® GE (Gender Equity) and DI (Diversity); CC (Climate Change) and ES (Environmental Sustainability); and IC (Institutional
Capacity and Rule of Law).
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|. DESCRIPTION AND RESULTS MONITORING

A. Background, problem addressed, and rationale

1.1 Macroeconomic situation. In 2018, Chile posted annual per capita income of
US$25,283, measured at purchasing power parity, which was among the highest in
Latin America and the Caribbean. Since 2019, the economy has been affected by
the social crisis and by COVID-19: gross domestic product (GDP) grew by just 1.1%
in 2019, and shrank by 5.8% in 2020. In response to the crises, the government
increased public spending, which enabled GDP growth of 11.7% in 2021.t Growth
of between 1% and 2% is expected in 2022, and close to 0% in 2023, following
spending cuts. Nonetheless, the deficit is expected to increase the gross public debt
to 43.1% of GDP in 2026, from 27% prior to the social crisis.23

1.2 The problem of low levels of productivity and sustainability in Chile. Multifactor
productivity growth in Chile has declined across the board since 2000.4 Aside from
the exceptional 7.4% to 8.7% increase in total factor productivity in 2021, in reaction
to a drop of between 0.1% and 2.1% in this indicator during 2020, its recent
contribution to annual growth has been 0.1%. During the 1990s, productivity grew
by 2.3% annually. Had that growth rate been maintained, Chile’s per capita income
would be a third higher than it is today.5 International comparisons show that
productivity per worker in Chile, at US$23,200, is roughly half the US$43,000
average for the member countries of the Organisation for Economic Co-operation
and Development (OECD).¢ Chile also has the lowest material productivity of all
OECD countries, at US$0.56 of GDP per kilogram of material used, compared with
the OECD average of US$2.88.7 Low productivity also reflects the relative lack of
diversification of products and destinations, which keeps many Chilean firms on the
fringes of international markets. Only 1.5% of micro, small, and medium-sized
enterprises (MSMESs) export, and their exports generate little value—3% of total
value in 2020 compared with 20%-40% in OECD countries).2® In addition, the
Chilean industrial model is characterized by a low level of productive diversification
and environmental impacts that hinder the country’s sustainable development, while
markets such as the European Union turn to regulation in order to demand goods
produced in an environmentally sustainable manner.1©

1.3 The low productivity problem of Chilean MSMEs. In Chile, 98% of all businesses
are MSMEs (companies with fewer than 250 workers),'* and these account for 44%

Monetary policy report.

Public finances report.

Public debt statistics report.

The New OECD Jobs Strategy.

National Productivity Commission. Annual report.

OECD Economic Surveys, Chile.

Roadmap for a Circular Economy in Chile by 2040.

Radiografia de la Realidad de las PYMES Exportadoras [X-Ray of the reality of SME exporters].
Fostering Greater SME Participation in a Globally Integrated Economy.

For example, palm oil.

Microenterprises (62%), small companies (30%), and medium-sized companies (6%).
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https://www.bcentral.cl/web/banco-central/contenido/-/details/monetary-policy-report-june-2022
http://www.dipres.cl/598/articles-279126_doc_IFP_pdf.pdf
https://www.hacienda.cl/areas-de-trabajo/finanzas-internacionales/oficina-de-la-deuda-publica/estadisticas/informe-de-estadisticas-de-la-deuda-publica
https://www.oecd.org/chile/jobs-strategy-CHILE-EN.pdf
https://www.cnep.cl/wp-content/uploads/2022/01/Informe-Anual-de-Productividad-2021-1.pdf
https://www.oecd.org/economy/surveys/Chile-2021-OECD-economic-survey-overview.docx.pdf
https://economiacircular.mma.gob.cl/wp-content/uploads/2022/01/HOJA-DE-RUTA-PARA-UN-CHILE-CIRCULAR-AL-2040-EN.pdf
https://economiacircular.mma.gob.cl/wp-content/uploads/2022/01/HOJA-DE-RUTA-PARA-UN-CHILE-CIRCULAR-AL-2040-EN.pdf
https://economiacircular.mma.gob.cl/hoja-de-ruta/
https://economiacircular.mma.gob.cl/hoja-de-ruta/
https://economiacircular.mma.gob.cl/hoja-de-ruta/
https://www.subrei.gob.cl/docs/default-source/estudios-y-documentos/otros-documentos/radiografia-de-la-realidad-de-las-pyme-exportadoras.pdf?sfvrsn=82bcb933_1
https://www.oecd.org/cfe/smes/ministerial/documents/2018-SME-Ministerial-Conference-Plenary-Session-3.pdf
https://www.europarl.europa.eu/RegData/etudes/ATAG/2020/659335/EPRS_ATA(2020)659335_EN.pdf
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of employment and 13% of sales.? The low productivity of MSMEs (Ch$89,230
compared with Ch$239,104 for large firms)®? is not exclusive to Chile. Globally,
closing the productivity gap between MSMEs and large firms would generate
US$15 trillion, equivalent to 7% of world GDP.** At the regional level, output per
MSME worker is between 1.6 and 2.5 times less than in Europe;*s and, at the country
level, large firms are twice as productive as MSMEs, as shown in Figure 1.

Figure 1. Taxonomy of Chilean firms by size (number of workers),
number (percentage of total firms), and productivity per worker (Chilean pesos)
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Source: Adapted from OECD data.®
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MSMESs’ lack of finance and digitalization are the problem. The causes of low
productivity include: (i) MSMEs’ difficult access to finance; and (ii) the difficulties
MSMEs face with regard to the digitalization of their businesses.

MSMEs difficulties in access to finance. One third of MSMEs in Latin America
and the Caribbean face obstacles in obtaining credit, compared with 19% in
advanced countries. These include rejected credit applications, the high level of
complexity of the documentation required, high interest rates, and high collateral
requirements. In Chile, just 20% of bank lending is channeled to MSMEs compared
to 50% in OECD countries.'” These difficulties affect MSMEs in the key public policy
areas prioritized by Chile and the Bank (paragraph 1.18): (i) MSMEs located outside
the Metropolitan Region; (i) women-led MSMEs;!¢ and (iii) MSMEs whose activities
contribute to climate action (paragraph 1.23).

a. Difficulties in access to finance for MSMEs located outside the
Metropolitan Region. While 55% of bank branch offices and 54% of companies

Estudio de Revision regulatoria para PYMES [SME regulatory review study].
OECD Economic Surveys, Chile.

McKinsey & Company. Unlocking Growth in Small and Medium-size Enterprises.
Acceso al financiamiento de las PYMES [MSME access to finance].

OECD Economic Surveys, Chile.

Acceso al financiamiento de las PYMES [MSME access to finance].

(i) When the individual entrepreneur is a woman; (ii) if the share of the for-profit legal entity is at least 50%
of the capital stock, or 30% of the capital stock and the representative is a woman; or (iii) if women hold at
least 50% of seats on the board of directors of the nonprofit legal entity. CORFO Exemption Resolution 481
of 2018, aligned with international best practices.



https://www.cnep.cl/estudios/test/estudio-revision-regulatoria-para-pymes/
https://www.oecd.org/economy/surveys/Chile-2021-OECD-economic-survey-overview.docx.pdf
https://www.mckinsey.com/industries/public-and-social-sector/our-insights/unlocking-growth-in-small-and-medium-size-enterprises
https://scioteca.caf.com/bitstream/handle/123456789/1752/Acceso%20al%20financiamiento%20de%20las%20pymes.pdf
https://www.oecd.org/economy/surveys/Chile-2021-OECD-economic-survey-overview.docx.pdf
https://scioteca.caf.com/bitstream/handle/123456789/1752/Acceso%20al%20financiamiento%20de%20las%20pymes.pdf
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(most of them MSMES) in Chile are located outside the Metropolitan Region,9:20
which account for 24% of sales and employ 37% of all workers, these MSMEs
face obstacles in securing finance.r The number of financial institutions with
offices in the Metropolitan Region (17), however, is nearly double the average
elsewhere in the country (10), where less competition in financial service
offerings makes it difficult for MSMES to gain access to them. The disparity also
exists in programs run by the Production Development Corporation (CORFO):
() the Metropolitan Region absorbs 57% of CORFO projects (compared to an
average of 3% for all other regions) and 63% of the total business development
subsidies (compared to 3% for other regions); and (ii) the Metropolitan Region
accounts for 46% of projects that receive innovation development subsidies
(compared to 6% for other regions).?

b. Difficulties in access to finance for women-led MSMEs. Across the region,
27% of businesses owned by women face restrictions in obtaining finance
(compared to 22% of those owned by men).23 In Chile, women-owned MSMEs
must also contend with these constraints,?* as female entrepreneurs have less
access than their male counterparts to financial services, including credit, equity
financing, and insurance. As a result: (i) the proportion of commercial
bank-financed investment is three times greater among businesses owned by
men (33% versus 11% among those owned by women);s (ii) only 32% of women
microentrepreneurs have obtained credit, compared with 53% in the case of men;
(ii) lending rates are 204 basis points higher for women than for men; (iv) loan
amounts are 30% less for women than for men;® and (v) 30% of women
entrepreneurs report difficulty in obtaining finance as a major obstacle.z” The
imbalance persists in CORFO programs: (i) with regard to business development
subsidies, women-led firms were beneficiaries of 36% of the projects (versus 64%
for other firms) and 32% of the subsidy amount (versus 68%); (ii) in the case of
innovation development subsidies, women-led firms benefited from 20% of the
projects (versus 80% for other enterprises) and 16% of the subsidy amount
(versus 84%); and (iii) in credit coverage programs, women accounted for 18% of
the beneficiaries (versus 29% for men), 15% of the number of operations (versus
24%), 4% of the loan amounts (versus 12%), and 5% of the coverage amounts
(versus 149%).282

c. Financing difficulties for MSMEs engaged in activities that contribute to
climate action. In Chile, droughts will be more frequent in the future, owing to

19

20
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25
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28

29

Fichas evaluacion ex ante de programas publicos [Ex ante evaluation of public programs.]
Fomento productivo de la MIPYME en Chile [Productive development of MSMESs in Chile].
OECD Discussion Paper. Enhancing SME Access to Diversified Financing Instruments.
CORFO Boletin de Género 2021 [CORFO 2021 Gender Bulletin].

The SME Finance Forum. MSME Finance Gap.

Enhancing SME Access to diversified financing instruments.

OECD Economic Surveys — Chile.

Informe de Género en el Sistema Financiero [Report on gender in the financial system].
Emprendimiento femenino en tiempos de pandemia [Female entrepreneurship in pandemic times (study)].
Data for natural persons; the remaining percentages correspond to legal entities.

Boletin de Género CORFO 2021 [CORFO 2021 Gender Bulletin].



https://www.dipres.gob.cl/597/articles-198720_doc_pdf.pdf
https://repositorio.uchile.cl/bitstream/handle/2250/108413/Tesis%20Final%20-%20B.%20C%C3%A1ceres%20y%20R.%20Castillo.pdf
https://www.oecd.org/cfe/smes/ministerial/documents/2018-SME-Ministerial-Conference-Plenary-Session-2.pdf
https://wapp4.corfo.cl/archivos/WCSCONTI/PG/1456407992024/Boletindegenero2021v4.pdf
https://www.smefinanceforum.org/data-sites/msme-finance-gap
https://www.oecd.org/cfe/smes/ministerial/documents/2018-SME-Ministerial-Conference-Plenary-Session-2.pdf
https://www.enterprisesurveys.org/en/data/exploreeconomies/2010/chile#finance
https://www.cmfchile.cl/portal/estadisticas/617/articles-49656_recurso_1.pdf
https://minmujeryeg.gob.cl/wp-content/uploads/2021/11/21_11_18_Resultados-a-Publicar-Estudio-Emprendimiento-Femenino-en-Pandemia_.pdf
https://wapp4.corfo.cl/archivos/WCSCONTI/PG/1456407992024/Boletindegenero2021v4.pdf
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dwindling precipitation, shrinking snowpack, and retreating glaciers.*® Nationally
Determined Contribution (NDC) commitments require rapid decarbonization of
the economy, placing demands on MSMESs and opening up opportunities in new
sectors, such as green hydrogen. Chile’s long-term climate strategy recognizes
that financial ecosystems for developing bankable project portfolios are still quite
new, with limited access to affordable financing for MSMEs.3* The sparse
information available shows that Chilean MSMEs face major obstacles owing to
capacity and financing constraints: Only 50%-60% of small and medium-sized
enterprises (SMEs) have access to credit for energy efficiency and distributed
generation projects.3?

Difficulties faced by MSMEs in going digital. Among Chilean MSMEs: (i) only 28%
use the Internet to procure inputs; (ii) although 78% have a website, only 10% have
digital sales channels;® (iii) 25% do not use digital technologies for productivity
enhancing innovations;3 (iv) the proportion of workers in digital technologies (21%) is
one third lower than that for large firms (33%);3> and (v) only 70% use the Internet in
dealings with the government (compared with 85% for large firms).3 The comparison
with the OECD and large Chilean firms3 shown in Figure reveals additional
digitalization gaps.

a. Difficulties faced by women-led MSMEs in going digital. Internationally, it
has been found that women are 25% less likely than men to use digital
technologies for basic purposes, four times less likely to know how to program,
13 times less likely to apply for a technology patent, and have difficulties using
e-commerce.’® At the national level, there is a correlation between women’s
difficulties in going digital and their school and university education, which has
ramifications for MSME workers. In Chile, of the 20.8% of women without a cell
phone and/or Internet, 84% did not finish school.?® The gap persists at the
university level: only 12.74% of digital technology graduates are women (87.26%
are men),* and only 28% of engineering and science graduates are women
(72% are men).*t These educational imbalances are reflected in the digital

30
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Cambio climatico en Chile [Climate change in Chile].
Estrategia Climatica de Largo Plazo de Chile [Chile's long term climate strategy].
Seguro de ahorro de energia [Energy saving insurancel].

Las oportunidades de la digitalizacion en América Latina frente al COVID-19 [The opportunities of
digitalization in Latin America in the context of COVID-19].

Innovacion, productividad y sostenibilidad en paises de América Latina [Innovation, productivity and
sustainability in Latin American countries].

Reporte Nacional de Pulso de Demanda de Empleos Digitales [National report taking the pulse of the
demand for digital jobs].

Estrategia de Transformacion Digital Chile Digital 2035 [Digital Transformation Strategy — Chile Digital 2035].
OECD Economic Surveys, Chile.

The Mobile Gender Gap Report.

Empoderamiento digital para enfrentar la Brecha Digital de Género [Digital empowerment to address the
digital gender gap].

Global Gender Gap Report 2022.

Rutas y desafios para cerrar las brechas de género en materia de habilidades digitales [Pathways and
challenges for closing gender gaps in digital skills and digital literacy].



https://www.asemafor.cl/cambio-climatico-en-chile/
https://cambioclimatico.mma.gob.cl/wp-content/uploads/2021/11/ECLP-LIVIANO.pdf
https://cambioclimatico.mma.gob.cl/wp-content/uploads/2021/11/ECLP-LIVIANO.pdf
https://publications.iadb.org/publications/spanish/document/Seguro-de-ahorro-de-energia-Avances-y-oportunidades-para-el-financiamiento-de-proyectos-de-eficiencia-energetica-y-generacion-distribuida-en-pequenas-y-medianas-empresas-en-Chile.pdf
https://repositorio.cepal.org/bitstream/handle/11362/45360/4/OportDigitalizaCovid-19_es.pdf
https://repository.ucc.edu.co/bitstream/20.500.12494/15448/1/2019_innovacion_productividad_sostenibilidad.pdf
https://repository.ucc.edu.co/bitstream/20.500.12494/15448/1/2019_innovacion_productividad_sostenibilidad.pdf
https://observatorionacionalapi.sence.cl/dl/puestos-de-trabajo-1651152865712.pdf
https://observatorionacionalapi.sence.cl/dl/puestos-de-trabajo-1651152865712.pdf
https://www.cepal.org/sites/default/files/events/files/estrategia_de_transformacion_digital_chile_2035_.pdf
https://www.oecd.org/economy/surveys/Chile-2021-OECD-economic-survey-overview.docx.pdf
https://www.gsma.com/r/wp-content/uploads/2021/07/The-Mobile-Gender-Gap-Report-2021.pdf
https://www.prodemu.cl/2020/07/21/empoderamiento-digital-para-enfrentar-la-brecha-digital-de-genero/
https://www.prodemu.cl/2020/07/21/empoderamiento-digital-para-enfrentar-la-brecha-digital-de-genero/
https://www3.weforum.org/docs/WEF_GGGR_2022.pdf
https://repositorio.cepal.org/bitstream/handle/11362/47939/1/S2200363_es.pdf
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technology workers at MSMEs, where only 17%-19% are women (versus
81%-83% who are men).*

Figure 2. Digital technology adoption in Chile by company size
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Source: Adapted from OECD data.*?

The key determinants of these causes are as follows: (i) MSMEs have limited
commercial appeal to the financial sector, since the fixed transaction costs of
financial intermediaries make it comparatively more expensive to serve customers,
such as MSMEs, that take out smaller loans, and, consequently, MSMEs have to
borrow at higher interest rates than large Chilean firms (5.4% versus 3.1%);*
(i) MSMEs represent a high credit risk, since their nonperforming loan rate (4.7%)
is twice that of Chilean firms generally (2.1%);% and (iii) technical assistance and
digital talent offerings, as well as the capacity to absorb digital technologies, are
insufficient, and consequently, 79% of MSMEs have a low or low-to-moderate level
of digital skills.46

Chile has been working on an agenda that would boost MSME productivity.
Within the institutional framework for promoting MSMEs in Chile, in addition to the
role CORFO plays in channeling funds, and that played by the Office of the
Undersecretariat for International Economic Relations (an agency of the Ministry of
Foreign Affairs) in facilitating internationalization, the Ministry of Economy,

42

43

44

45

46

Reporte Nacional de Pulso de Demanda de Empleos Digitales [National report taking the pulse of the
demand for digital jobs].

OECD Making Digital Transformation Work for All in Chile.
OECD. Financing SMEs and Entrepreneurs 2022.
Idem.

Responses from 4,212 firms (99.6% of which are MSMES). Patrones de Digitalizacion Empresarial en Chile:
Analisis Multivariado en base al Chequeo Digital, [Patterns of business digitalization in Chile: multivariate
analysis based on the digital checkup] IDB (2019-2021).



https://observatorionacionalapi.sence.cl/dl/puestos-de-trabajo-1651152865712.pdf
https://observatorionacionalapi.sence.cl/dl/puestos-de-trabajo-1651152865712.pdf
https://www.oecd-ilibrary.org/docserver/6b1a524c-en.pdf?expires=1652296619&id=id&accname=guest&checksum=39D8078CB8B59FDE5E7E87BC74BBFBFF
https://www.oecd-ilibrary.org/sites/2d41390a-en/index.html?itemId=/content/component/2d41390a-en
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Development, and Tourism (MEFT) also plays a leading role. This fact is exemplified
in its recent publication, La Guia MIPYME [MSME guide], which outlines the main
support measures contained in the Emergency and Economic Reactivation Plan of
the Government of Chile 2020-2021, implemented by the different ministries.*” In
addition, significant public initiatives have been undertaken, some with Bank support
(paragraph 1.11), to leverage the production multipliers that have been identified:

a. Financing: Subsidies and tax breaks for 820,000 MSMEs affected by the
pandemic, prioritizing women,* and a 10% increase in bank credit through:
(i) financing conditional on an increase in lending to MSMESs; and (ii) government
guarantees (e.g. CORFO External Trade Coverage (COBEX), General
Investment Guarantee Fund (FOGAIN), Pro-Inversion, the Small Business
Guarantee Fund (FOGAPE), and personal assets (e.g. mortgage guarantees);*

b. Digital transformation: digital connectivity infrastructure, spectrum for 5G, and
the Digitaliza tu PYME program,s° which included the Elijo PYME,s* Compra
PYME,s2 and Ruta Digital>* programs; and

c. Climate action: green sovereign bonds, Green Climate Fund, financial
authority statement on climate risks, financial sector “green deal,”
public-private green finance roundtable, Climate Change Financial Strategy,
Coalition of Finance Ministers for Climate Action, strategy for addressing
climate change in financial markets, Environmental Protection Fund,>* and the
CORFO Green Credit program.

Rationale. To enhance MSME productivity, the OECD recommends expanding
access to finance and skills by leveraging digitalization.s® Innovation in climate action
also enhances productivity through cost reduction and greater product
differentiation.’¢ Accordingly, the Chilean government has requested the Bank’s
support through a Conditional Credit Line for Investment Projects (CCLIP), under
which the first individual operation will be a loan based on results (LBR) that
addresses the problem of low MSME productivity. Subsequent CCLIP operations
will support other sectors that have demonstrated their impact on boosting
productivity, in accordance with government priorities and the CCLIP’s objectives
and sectors.

Evidence of MSME productivity accelerators. The literature identifies the
following accelerators:

47 La Guia MIPYME [MSME guide].
48 Public finances report.
49 Acceso al financiamiento de las Pequefias y Medianas Empresas (PYMES) [Access to financing for small

and medium-sized enterprises (SMES)].
50 Digitaliza tu PYME.

51 Elijo PYME.
52 Compra PYME.

53 Ruta Digital.
54 Sexto Reporte del Estado del Medio Ambiente [Sixth State of the Environment Report].

5 OECD. Business and Industry Advisory Committee. The Productivity Challenge in Financing Inclusive and
Sustainable Growth.

56 Green Entrepreneurship and SME Performance: The Moderating Effect of Firm Age.



https://www.economia.gob.cl/wp-content/uploads/2021/01/GUI%CC%81A-DE-APOYO-A-PYMES-_Enero-2021.pdf
https://scioteca.caf.com/bitstream/handle/123456789/1752/Acceso%20al%20financiamiento%20de%20las%20pymes.pdf
https://www.digitalizatupyme.cl/
https://www.gob.cl/noticias/ministro-de-economia-lanza-campana-yo-elijopyme-en-septiembre-e-invita-inscribirse-en-sitio-de-ventas-en-linea-para-emprendedores/
https://www.comprapyme.cl/
https://www.rutadigital.cl/
https://sinia.mma.gob.cl/wp-content/uploads/2022/04/REMA2021-comprimido.pdf
https://www.sose.it/sites/default/files/inline-files/Business-at-OECD-B20-Financing-Sustainable-Growth.pdf
https://www.sose.it/sites/default/files/inline-files/Business-at-OECD-B20-Financing-Sustainable-Growth.pdf
https://doi.org/10.1007/s11365-021-00757-3
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a. Financing: Productivity growth among MSMEs depends largely on the availability
of investment financing.5” According to the literature, financing contributes to
increased productivity and better business performance, whereas financial
frictions can explain much of the productivity gap between countries.s® With
respect to Chile, an impact assessment of CORFO’s FOGAIN program (Correa et
al, 2022)>* found that it has had a positive impact in terms of growing sales and
increasing the probability of moving forward with investments. In fact, at the global
level, if women were to create and expand new businesses at the same rate as
men, US$2 trillion would be added to GDP.% Evidence suggests that women’s
economic empowerment would unlock welfare and community benefits,5 as they
tend to spend more on education and health.62 In addition, women entrepreneurs
tend to employ more women. ¢

b. Digital transformation:® The adoption of digital technologies has the greatest
impact on productivity, raising it by 1.2 percentage points (p.p.).s The OECD
reports that the intensive use of affordable digital technologies can enable
MSMEs to outperform large firms in productivity terms, by diversifying sales
and communication channels with customers and suppliers; customizing their
product range, marketing, and user experience; achieving cost savings; and
responding better to crises by reorganizing internal resources. Digital
technologies enable MSMESs to access international markets at lower cost and
accelerate their growth.” There is evidence that productivity improvements in
Chilean firms are associated with increased investment in productive efficiency,
such as deployment of the new technologies:®® enterprise resource planning
(0.29 p.p. increase in labor productivity); websites (0.18 p.p. increase); customer
relationship management (0.16 p.p. increase); cloud computing (0.15 p.p.
increase); social media (0.06 p.p. increase); online shopping (0.06 p.p.
increase); online sales (0.05 p.p. increase);and fixed broadband (0.02 p.p.
increase).®

c. Climate action: Changes in precipitation and temperature patterns reduce crop
yields, which in Latin America and the Caribbean represents an estimated net

57
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Nordic Investment Bank. NIB Lending to SMEs to Boost Productivity and Competitiveness.

OECD. Finance and Productivity: A Literature Review.

Evaluacién de Impacto del Programa FOGAIN de CORFO. [Impact assessment of CORFO's FOGAIN
program].

Citi Global Perspectives and Solutions. Women Entrepreneurs.

Worldwide role of women entrepreneurs in economic development.
Beyond the Threshold.
Startups With At Least 1 Female Founder Hire 2.5x More Women.

The adoption of digital technologies is a source of increased productivity, improved efficiency, and growth
in firms.

McKinsey & Company. Unlocking Growth in Small and Medium-size Enterprises.
OECD. Productivity in SMEs and Large Firms.
OECD. Strengthening SMEs and Entrepreneurship for Productivity and Inclusive Growth.

Comision Nacional de Productividad. Informe Anual 2021 de Productividad [Annual productivity report
2021].

OECD. Making Digital Transformation Work for All in Chile.



https://www.nib.int/cases/nib-lending-to-smes-to-boost-productivity-and-competitiveness
https://www.oecd-ilibrary.org/docserver/41194fea-en.pdf
http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-923638806-21
https://www.citivelocity.com/citigps/women-entrepreneurs/
https://www.emerald.com/insight/content/doi/10.1108/APJIE-06-2019-0041/full/html
https://www.aspeninstitute.org/wp-content/uploads/files/content/upload/VFW%20Report%20Brochure.pdf
https://www.kauffmanfellows.org/journal_posts/female_founders_hire_more_women#:~:text=and%20Gopinath%20Sundaramurthy-,Startups%20With%20At%20Least%201%20Female%20Founder%20Hire%202.5x,improve%20gender%2Ddiversity%20in%20startups.&text=In%20our%20previous%20article%2C%20we,in%20startups%20needs%20significant%20work.
https://www.mckinsey.com/industries/public-and-social-sector/our-insights/unlocking-growth-in-small-and-medium-size-enterprises
https://www.oecd-ilibrary.org/sites/f25cdb25-en/1/3/4/index.html?itemId=/content/publication/f25cdb25-en&_csp_=f3624e8b770eac8d5dc12a37d86e806e&itemIGO=oecd&itemContentType=issue
https://www.oecd.org/cfe/smes/ministerial/documents/2018-SME-Ministerial-Conference-Key-Issues.pdf
https://www.cnep.cl/wp-content/uploads/2022/01/Presentacion-Informe-Anual-de-Productividad-2021-1.pdf
https://www.oecd-ilibrary.org/docserver/6b1a524c-en.pdf?expires=1652296619&id=id&accname=guest&checksum=39D8078CB8B59FDE5E7E87BC74BBFBFF
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loss of between US$8 billion and US$11 billion.” Moving towards zero net
emissions could create 15 million jobs and 1% additional economic growth in the
region by 2030.* In Chile, growth of the green hydrogen market could create
90,000 new jobs by 2050, upon implementing the NDC commitments.”2 Some of
these jobs would be created at MSMES, both existing and newly created, which
would become an essential part of the ecosystem that will form the value chain
of this new sector.

Bank experience in the country and region. The Bank has been supporting
governments both in Chile and elsewhere in the region in similar activities, through:
() the Digital Transformation and Sustainable Growth Program, combining public
policy reforms (loan 5450/0C-CH) and results-based investments
(loan 5451/0OC-CH), both approved on 15 December 2021 for a total of
US$400 million, the first disbursement of which is in process; (ii) the Project for
Productive Development Financing in Chile (loan 3677/OC-CH), which was approved
on 11 May 2016 for US$120 million and is now fully disbursed; (iii) the development
of a digital self-assessment tool for MSMEs (operation ATN/OC-17070-RG for
research and dissemination, approved on 16 November 2018 for US$1.2 million, now
fully disbursed; operation ATN/OC-16297-RG for research and dissemination,
approved on 17 August 2017 for US$300,000, now fully disbursed; and operation
ATN/OC-16807-RG for research and dissemination, approved on 11 July 2018 for
US$740,000, now fully disbursed); (iv) consolidation of gender parity initiatives in
Chile, creating a governance and sustainability proposal starting in 2021 (operation
ATN/OC-17572-RG for customer support, approved on 18 September 2019 for
US$300,000 and fully disbursed); (v) digital skills development among women
(operation ATN/OC-18387-CH for customer support, approved on 2 December 2020
for US$200,000, currently 75% disbursed); and (vi) the development of a tool for
diagnostic self-assessment of MSMEs' e-commerce maturity level (operation
ATN/OC-16243-RG for research and dissemination, approved on 24 July 2017 for
US$250,000, now fully disbursed). The design of the present operation has taken
these experiences in the region into account, as well as lessons learned
(paragraph 1.12).

Lessons learned. The design of the operation—Component | (paragraph 1.23) and
Component Il (paragraph 1.25)—draws on the following lessons learned: (i) the
importance of adopting a holistic approach that includes dimensions such as
digitalization, climate action, MSME financing, and gender, in order to respond to the
government’s different strategic priorities (loans 5450/OC-CH and 5451/OC-CH);
(i) the importance of leveraging the operation’s resources by seeking the multiplier
effect in loans by extending refinancing to beneficiary businesses with a view to
maximizing impacts (loan 3677/OC-CH); (iii) the need for the development of digital
survey tools to establish customized baselines for monitoring the digitalization status
of MSMEs (operations ATN/OC-17070-RG, ATN/OC-16297-RG, and

70 IDB. El doble papel de la agricultura en la accién climética [The dual role of agriculture in climate action].
7t IDB. Jobs in a Net-Zero Emissions Future in Latin America and the Caribbean.
72 Lanzamiento de la Estrategia Nacional de Hidrégeno verde para Chile [Launch of the National Green

Hydrogen Strategy for Chile].

73 As of 2021, nonbank financial institutions/intermediaries (NBFIs) had provided US$609 million in refinancing
to the firms, leveraging the US$120 million of the operation five-fold.


https://www.iadb.org/en/project/CH-L1164
https://www.iadb.org/en/project/CH-L1166
https://www.iadb.org/en/project/CH-L1098
https://www.iadb.org/en/project/RG-T3276
https://www.iadb.org/en/project/RG-T3000
https://www.iadb.org/en/project/RG-T3232
https://www.iadb.org/en/project/RG-T3446
https://www.iadb.org/en/project/CH-T1252
https://www.iadb.org/en/project/RG-T2999
https://www.iadb.org/en/project/CH-L1164
https://www.iadb.org/en/project/CH-L1166
https://www.iadb.org/en/project/CH-L1098
https://www.iadb.org/en/project/RG-T3276
https://www.iadb.org/en/project/RG-T3000
https://blogs.iadb.org/sostenibilidad/es/el-doble-papel-de-la-agricultura-en-la-accion-climatica/
https://publications.iadb.org/en/jobs-in-a-net-zero-emissions-future-in-latin-america-and-the-caribbean
https://www.energypartnership.cl/es/newsroom/hidrogeno-chile/
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ATN/OC-16807-RG); (iv) the importance of measuring gender gaps in MSMEs for the
purpose of tracking their evolution (operation ATN/OC-17572-RG); (v) the need for
identifying any additional barriers facing women entrepreneurs in order to design
measures to address them (operation ATN/OC-18387-CH); (vi) establish customized
roadmaps for the digital transformation of MSMESs, with a view to recommending
actions tailored to their current digitalization status (operation ATN/OC-16243-RG);
and (vii) the importance of creating financial instruments to launch proof-of-concept
funds, catalyze technological maturity, accelerate business organization, and/or
energize green businesses (operation GRT/CM-18512-CO, a grant operation
approved on 8 December 2020 for US$1,638,000, currently 75% disbursed).

Collaboration with the IDB Group. The operation envisages the possibility of
collaboration with IDB Invest and IDB Lab in providing joint support to certain
beneficiaries that are common to the interventions of the different IDB Group
institutions. As part of the institutional strengthening of financial intermediaries,
IDB Invest will benefit once they meet the minimum eligibility requirements established
to receive funding through this program. The following pre-identified IDB Invest
candidate interventions are currently executing: (i) AVLA — Social Housing financing
WHL; (ii) Microfinance Partnership with Fondo Esperanza; (iiij) Cordada MSMEs
Productive Development Partnership; (iv) Progreso Decarbonization Financing;
(v) Tanner SMEs Financing Partnership; and (vi) ACF Capital MSME and Gender
Financing Partnership. IDB Lab’s pre-identified candidate interventions, which are
especially valuable in terms of sector and territorial development issues and gaps, are
as follows: (i) Connecting Opportunities in the Digital Era
(operation ATN/OC-17761-CH, approved on 3 December 2019 for US$250,000 and
already disbursed; (ii) Promoting the Financial Inclusion of Migrants
(loan 5387/MS-RG approved on 28 October 2021 for US$5.85 million, currently 66%
disbursed); and (iii) Connected Merchants: Innovation in the Payment of Social
Benefits (operation GRC/ME-19485-CH, which is currently in preparation). In these
programs, harmonization and complementarity with public policy and programs make
it possible to: (i) transfer lessons learned for work in specific areas to the public sector;
and (i) generate new funding sources to reinforce the support provided and make it
more sustainable.

Complementarity with other IDB portfolio operations. This operation to support
the financing and development of MSME digital capabilities complements the
following active operations in the Bank’s portfolio in Chile: (i) the Digital Transformation
and Sustainable Growth Program, combining public policy reforms (loan
5450/0C-CH) and results-based investment (loan 5451/0C-CH), which supports the
launch of the institutional website and conducts an impact analysis of CORFO’s SMEs
Online program); and (ii) the targeted investment program to support Chile’s global
services export sector (loan 4362/0C-CH, approved on 8 November 2017 for
US$27 million, currently 73% disbursed), which also supports the development of
other MSME capabilities (e.g. English) to facilitate internationalization.

Nonfinancial additionality. The loan based on results (LBR) operation, in
Component |, makes it possible to provide incentives to target financial
intermediation activities in key public policy areas prioritized by the country and the
Bank (paragraph 1.18): (i) MSMEs located outside the Metropolitan Region;
(i) MSMEs led by women; and (iif) MSMEs with activities that contribute to climate
action. Moreover, Component Il makes it possible to strengthen support for digital
skills training. In all of these areas, the sector specialist members of the Bank’s team


https://www.iadb.org/en/project/RG-T3232
https://www.iadb.org/en/project/RG-T3446
https://www.iadb.org/en/project/CH-T1252
https://www.iadb.org/en/project/RG-T2999
https://www.iadb.org/en/project/CO-G1025
https://www.iadb.org/en/project/CH-T1209
https://www.iadb.org/en/project/RG-L1157
https://www.iadb.org/en/project/CH-G1009
https://www.iadb.org/en/project/CH-L1164
https://www.iadb.org/en/project/CH-L1166
https://www.iadb.org/en/project/CH-L1138
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have assisted CORFO in the design of the operation and will continue to support it
during execution.

Strategic alignment. The operation is aligned with the second Update to the
Institutional Strategy (document AB-3190-2) in the development challenges of:
(i) social inclusion and equality, by promoting the financial inclusion of MSMEs
(paragraph 1.23); and (ii) productivity and innovation, by facilitating the digital
transformation of MSMESs to enhance productivity and innovation (paragraph 1.25).
The operation is aligned with the crosscutting themes: (i) climate change and
environmental sustainability, by facilitating the financing of MSMEs that promote
environmental sustainability and climate change mitigation (paragraph 1.23), and
given that 20.48% of the Bank’s resources are invested in projects related to
nonconventional renewable energies and energy efficiency, as well as other
environmental protection activities, according to the multilateral development banks’
joint methodology for tracking climate finance, thus contributing to the Bank’s target
for climate-related financing (30% of annual approvals); (ii) gender equity, by
expanding access to finance for women-led MSMEs (paragraph 1.23); and
(iii) institutional capacity and rule of law, by providing training and hiring additional
staff to strengthen CORFO institutional capacity (paragraph 1.24).

The operation is aligned with the IDB Group’s Corporate Results Framework
2020-2023 (document GN-2727-12) through the following indicators: (i) MSMES
financed; (i) Women beneficiaries of economic empowerment initiatives; (iii) Value of
investments in resilient and/or low-carbon infrastructure (US$); and (iv) Enterprises
provided with technical assistance. The operation is also consistent with the following
sector frameworks: (i) Innovation, Science, and Technology Sector Framework
Document (document GN-2791-8), which envisages the Bank’s support to drive digital
transformation and harness the potential of the digital economy; (ii) Support to SMEs
and Financial Access/Supervision Sector Framework Document
(document GN-2768-7) and its dimension 3 on promoting digital technologies for
productivity; (i) Climate Change Sector Framework Document (document
GN-2835-8), on climate action; (iv) Gender and Diversity Sector Framework
Document (document GN-2800-8); and (v) Employment Action Framework with a
Gender Perspective (document GN-3057), by including activities to support MSMESs
led by women. In addition, the operation is aligned with the Sector Strategy on
Institutions for Growth and Social Welfare (document GN-2587-2), by improving
productivity for growth and well-being.

The Bank’s country strategy. The operation is aligned with the IDB Group Country
Strategy with Chile 2019-2022 (document GN-2946) in the strategic objectives of:
(i) facilitate[ing] access to finance for investment, mainly for underserved segments;

74 The climate finance calculations are as follows: Disbursement indicator 1.3 allocates US$98.3 million to
finance CORFO's Green Credit program (paragraph 1.23). According to MEFT Resolution 29, it has the
following objectives: (i) promote renewable energies; (ii) energy efficiency; and (iii) other environmental
improvements. As this resolution does not propose quantitative targets for each objective, the calculation
assumes that each objective will receive 33% of the financing. Objectives (i) and (ii) are clearly aligned with
climate change mitigation, so they are considered to be wholly climate finance. Objective (iii), which covers
environmental improvements, could include actions that may or may not have an impact on climate change;
therefore, conservatively, 50% has been counted as climate finance. As the entire operation mobilizes
US$400 million, the calculation is as follows: (1/3+1/3+1/6)*98.3/400=20.48%.


https://idbinvest.org/en/publications/2020-joint-mdb-report-climate-finance
https://idbinvest.org/en/publications/2020-joint-mdb-report-climate-finance
https://nam02.safelinks.protection.outlook.com/?url=http%3A%2F%2Fbcn.cl%2F2fa8g&data=05%7C01%7CFRANCISCODE%40iadb.org%7C134cb7a4cc8646f1139f08dab07982b6%7C9dfb1a055f1d449a896062abcb479e7d%7C0%7C0%7C638016333204650928%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=30n1w9m%2F29M5AWqQDv4Wccf%2Bm8C7kDxZoKLQAQPr7Qs%3D&reserved=0
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and (ii) narrow[ing] connectivity gaps, rais[ing] ICT speed, and improv[ing] the
affordability of digital technologies.

Operational innovation considerations. Using the LBR instrument in an operation
involving financial intermediation activities is an operational innovation. It harnesses
the instrument’s versatility to establish additional incentives to align the executing
agency’s financial intermediation activities with the operation’s objectives
(paragraph 1.21). It also includes training activities for MSMEs and institutional
strengthening of the executing agency (paragraph 1.24). Under this modality, the
executing agency commits to expanding credit lines to achieve better results and
thus generate a significant impact based on the eligibility criteria for use of
the instrument.

Objectives, components, and cost

The objective of the CCLIP is to enhance productivity and promote sustainable
development in Chile in the areas of finance, climate action, and internationalization.
Operations under the CCLIP will seek to: (i) facilitate companies’ access to
productive finance; (ii) promote the digital and green transition; (iii) strengthen
capacity and human capital for innovation; (iv) promote internationalization to
increase productivity; (v) promote gender parity in the production fabric; and
(vi) foster the development of new sectors that contribute to environmental
sustainability and the fight against climate change.

The general development objective of the first individual operation under the
CCLIP is to contribute to improving the productivity of MSMEs in Chile. The specific
development objectives are to: (i) promote access to credit for MSMEs, including
those: (@) located outside the Metropolitan Region; (b)led by women; and
(c) engaged in activities that contribute to climate action; and (ii) enhance the digital
capabilities of MSMEs, including those led by women.

Theory of change of the first individual operation under the CCLIP. This first
individual operation uses a results-based financing model, in which the changes
being pursued are achieved with financial and technical support. The conceptual
underpinning of the interventions seeks to address the two causes of low
productivity among Chilean MSMEs: (i) their difficulties in obtaining financing; and
(i) their difficulties in going digital. The key determinants of these causes are as
follows: (i) MSMEs are not commercially attractive for the financial sector; (ii) they
involve high credit risk; and (iii) there is insufficient technical assistance in terms
of digital talent and insufficient capacity to absorb digital technologies. To address
these determinants comprehensively, the operation envisages the following
interventions: (i) providing finance to MSMESs located outside the Metropolitan
Region; (ii) channeling resources into initiatives and events for women and
women-led MSMEs; (iii) providing finance to MSMESs engaged in climate action;
and (iv) funding grants for training in digital skills and tools to MSMEs, including
those led by women. While the proposal affords continuity to existing interventions,
it also introduces innovations to align incentives with the expected results.
Three significant innovations are the program’s focus on MSMEs that are:
() located outside the Metropolitan Region; (ii) led by women; and (iii) engaged in
climate action. CORFO'’s institutional capacity to implement an LBR is also being
strengthened under the program.
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1.23 Component |. MSME access to credit (US$396.5 million). This component aims to

expand MSME access to credit, primarily those: (a) located outside the Metropolitan
Region; (b) led by women; and (c) engaged in activities that contribute to climate
action. To achieve this outcome, the executing agency will channel resources? 7 in
accordance with the eligibility criteria specified in the program Operating Regulations
(paragraph 3.5), to: (a) MSMEs, primarily from outside the Metropolitan Region,
through nonbank financial institutions/intermediaries (NBFIs) patrticipating in
CORFO’s MSME program;”” (b) women-led MSMEs that engage in business
initiatives and activities;”® this component will therefore seek to promote financing for
women-led MSMEs, allocating a minimum of 44% of Component | resources to this
category of beneficiary; and (c) support MSME climate actions through the Green
Credit program.™

1.24 Wi the aim of ensuring that the operation’s objectives are achieved

(paragraph 1.21) under Component | (paragraph 1.23), training will be provided and
additional staff hired to strengthen the institutional capacity of the executing agency
to manage the operation (e.g. training of financial intermediaries), in accordance with
the results of an institutional capacity analysis (paragraph 3.2). Financial
intermediaries will receive training to manage the risk in their portfolios (e.g.
technology and efficiency risks) and thus become eligible for the credit lines.

1.25 Component ll. MSME digital maturity (US$3.5 million). This component seeks to

enhance the digital capabilities of MSMEs, including those led by women. To
achieve this outcome, the executing agency will channel resources according to the
eligibility criteria indicated in the program Operating Reqgulations (paragraph 3.5), in
the form of workshop grants to provide training to MSMESs, including those led by
women, in digital skills and tools to transform their processes and services. Training

75

76

7

78

79

In the form of various financial instruments, including loans and grants, loan transactions collateralized by
assets other than real estate (leasing), and/or by accounts receivable (factoring).

CORFO has supplier-customer coordination mechanisms with financial intermediaries, with which it
periodically conducts planning exercises for lending to their respective end-customers, including MSMEs.

The CORFO MSME Credit program, through financial intermediaries—including NBFIs such as companies,
cooperatives, compensation funds (cajas de compensacién), and foundations—located outside the
Metropolitan Region, will finance loans, guarantees, and leasing and/or factoring operations with terms of
up to 10 years issued to MSMEs whose annual revenue does not exceed 100,000 indexed currency units
(Unidades de Fomento — UF), and whose main activity is the production, marketing, and/or distribution of
products, inputs, services and/or machinery for the agriculture sector, and that have developed the
productive credit business. Each financial intermediary will request from the firms the documentation and
background information needed to perform the risk evaluation, pursuant to its commercial policies. MSME
Credit Regulation 177 of 2017, as amended by Regulation 9 of 2017 and Regulation 125 of 2019.

MSMEs led by women whose main activity is the production, marketing, and/or distribution of products,
inputs, services and/or machinery for the agriculture sector, that have developed the productive credit
business. In 2021: (i) Semilla Inicia; (ii) Viraliza; (i) Par Impulsa; (iv) Crea y Valida Empresarial; (v) Sumate
a Innovar; and (vi) Consolida y Expande.

The Green Credit program offers long-term loans (up to 15 years) denominated in Chilean pesos, U.S. dollars,
or indexed currency units (UF), for up to 70% of the total investment amount, subject to a ceiling of
US$5 million per firm. These are granted through financial intermediaries for investments made by private
firms with annual sales of up to UF600,000, for projects in the following areas: (i) generation and/or storage
of nonconventional renewable energies, including firms’ self-generated energy supply projects; (i) energy
efficiency, related to the optimization of energy use and reduction of costs associated with the use of
renewable energies in firms; and (i) environmental improvement measures in production processes,
including circular economy initiatives.



http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-923638806-10
http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-923638806-10
https://publications.iadb.org/publications/english/document/Evaluation-of-IDB-Group-Work-through-Financial-Intermediaries-Leasing--Factoring-Background-Report.pdf
https://www.corfo.cl/sites/cpp/convocatorias/credito_corfo_mipyme
https://www.corfo.cl/sites/cpp/convocatorias/movil/semilla_inicia_empresas_lideradas_mujeres;jsessionid=IIEeD8whODdVpzZx-yaxbHcDroXUnaGBAgcw2WV5s1qLo6GVnKEI!-1515613135!NONE
https://www.corfo.cl/sites/cpp/convocatorias/movil/viraliza_llamado_especial_enfoque_de_genero;jsessionid=BBAeGydQ7wsGNTJbPTRsOotKbkhicmmFQEW63d7HQlI4Dj4uWj91!362912564!1664916079
https://www.corfo.cl/sites/cpp/convocatorias/par_impulsa_emp_lideradas_mujeres_copiapo_atacama
https://www.corfo.cl/sites/cpp/convocatorias/crea_y_valida_empresarial_mujeres
https://www.corfo.cl/sites/cpp/convocatorias/movil/fw_202201_sumate_innovar_mujeres;jsessionid=bRodzh3aTx4A0OUNJ2IyJ2LiVpzJQGzfrtvphqJJ9SmXp3Kpgw--!-1515613135!NONE
https://www.corfo.cl/sites/cpp/convocatorias/movil/fw_202201_sumate_innovar_mujeres;jsessionid=bRodzh3aTx4A0OUNJ2IyJ2LiVpzJQGzfrtvphqJJ9SmXp3Kpgw--!-1515613135!NONE
https://www.corfo.cl/sites/cpp/convocatorias/consolida_expande_innovacion_reactivate_empresas_mujeres
https://www.corfo.cl/sites/cpp/convocatorias/credito_verde
https://www.bcn.cl/leychile/navegar?i=1146464&f=2020-06-11
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will include specialized courses in disciplines associated with e-commerce and
digital marketing through the SMEs Online® and Human Capital Grants programs.s!

Beneficiaries. The program is expected to provide funding to more than
170,000 MSMEs, including: those located outside the Metropolitan Region (increasing
their number by 13.5%); those led by women (increasing their number by 12.8%); and
those engaged in climate action (increasing the amount loaned by 365%). In addition,
the program expects to have 7,000 beneficiaries of asynchronous e-learning courses
and/or lecture classes on the SMEs Online platform (increasing the number of MSMEs
with the necessary knowledge by 5.1%); and nearly 850 beneficiaries of CORFO’s
Human Capital Grants program, who pass (graduate) from synchronous courses for
the development of skills and adoption of digital tools, which make it possible for
MSMEs to transform their processes and services.® Lastly, institutional strengthening
will be provided to 22 financial institutions and CORFO.8

Key results indicators

Results indicators. The project is expected to have a positive impact on the
productivity of MSMESs supported by the program, as measured by average sales
growth and labor productivity indicators. The following key disbursement-linked
indicators will be used: (i) the percentage of financing benefiting MSMEs led by
women; (i) the value of investments committed in infrastructure or services that
promote renewable energy, energy efficiency, the circular economy, or other
environmental improvements;# (iii) MSMEs financed; (iv) financial institutions that
received technical assistance; (v) the total number of beneficiaries of CORFO’s
Human Capital Grants program who pass (graduate from) synchronous courses for
the skills development and the adoption of digital tools, making it possible to
transform MSME processes and services; and (vi) the number of MSMEs and/or
entrepreneurs who graduate from asynchronous e-learning courses and/or lecture
classes on the SME Online platform. Other key results indicators, not linked to
disbursements, are also considered: (vii) the percentage of financing channeled to
MSMEs located outside the Metropolitan Region; (viii) the total amount of the
relevant portfolio for financing production; (ix)the percentage of women
beneficiaries of CORFO’s Human Capital Grants program who pass (graduate from)
synchronous courses for skills development and the adoption of digital tools, making
it possible for MSMEs to transform their processes and services; (x) the percentage
of beneficiaries of CORFO’s Human Capital Grants program who graduate from
synchronous courses for skills development and the adoption of digital tools, making
it possible to transform the processes and services of MSMEs located outside the
Metropolitan Region; and (xi) the percentage of MSMEs and/or beneficiaries of the

80 Courses such as: (i) e-commerce; (ii) content manager; (iii) community manager; (iv) growth marketing;
(v) service design; (vi) business intelligence; and (vii) copywriting, among other disciplines that will be
evaluated annually during the implementation of the agreement, according to MSME training needs.

81 Courses such as: (i) e-commerce; (i) digital technologies; (iii) creative industries; and (iv) tourism. Human
Capital Grants.

82 Increasing the number of MSMEs by 32.3%.

8 Increased from a baseline of zero.

84 MEFT Resolution 29 defines the scope of CORFO's Green Credit program.


https://www.corfo.cl/sites/becascapitalhumano/home
https://www.corfo.cl/sites/becascapitalhumano/home
http://bcn.cl/2fa8g
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SMEs Online program that consider they have the knowledge needed to use digital
solutions.ss

Economic analysis. The economic evaluation identifies the flows of benefits and
costs generated by the program. The main benefit consists of the economic value
of the increase in sales revenues resulting from the financing of MSMEs under the
program. These flows, calculated and discounted at 12%, yield a net present value
of US$117.4 million and an internal rate of return of 22.2%. In addition, the sensitivity
analysis shows that the net present value remains positive in the face of potential
variations in a broad range of determining parameters (optional link 1).

Il. FINANCING STRUCTURE AND MAIN RISKS

Financing instruments

The CCLIP and the first individual operation thereunder. The total amount of the
CCLIP will be US$1 billion, which will be financed with resources from the Bank’s
Ordinary Capital. The CCLIP will be implemented under Multisector Modality I,
since it will have different executing agencies from different sectors
(paragraph 1.20), always at the national level. The liaison institution will be the
Budget Office (DIPRES) of the Ministry of Finance, which, through the Public
Finance Division, is empowered to fulfill this role. The CCLIP will finance up to four
loan operations that may be approved over a 15-year utilization period. The first
individual operation will be for US$400 million, financed with Ordinary Capital
resources, as detailed in Table 1; and disbursements will be released over a
five-year period,® according to the schedule shown in Table 2

Table 1. Estimated program costs (US$ millions)

IDB (Total)
Output Associated amount | Percentage
(US$ millions) (%)
Component I: MSME access to credit 396.5 99.125
Green Credit Line 98.3 24.575
CORFO MSME Credit Line®” 296.0 74.0
NBFIs eligible for financing 2.2 0.55
Component Il: MSME digital maturity 3.5 0.875
Human Capital Grant program 2.5 0.625
SME Online program 1.0 0.25
Total 400 100

85 Free online training program.

8  The disbursement period is adjusted to the time of achievement of the disbursement-linked indicators.

87 Includes MSMEs led by women engaged in entrepreneurial initiatives and activities; and MSMEs through
the Green Credit program.


http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-923638806-9
https://pymesenlinea.cl/
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Table 2. Financial execution schedule (US$ millions)

Year 1 Year 2 Year 3 Year 4 Year 5 Total
IDB (Total) 61.36 68.56 81.66 89.66 98.76 400
% 15.34 17.14 20.415 22.415 24.69 100

Financing modality and financing instrument of the first individual operation.
The use of the LBR instrument in an operation involving financial intermediation
activities, for the first individual operation under the CCLIP, entails a productivity
improvement process compatible with a results-based management model,
empirically measured through the disbursement-linked indicators. The objectives
and sectors (e.g. finance, climate action) of the first individual operation
(paragraph 1.21) are aligned with the CCLIP’s objectives and sectors
(paragraph 1.20). The program is structured as an LBR because its activities will
improve the performance of the CORFO credit lines in terms of achieving the agreed
upon results, not only through the specific investments but also by improving
established practices and strengthening both financial intermediaries and MSMEs,
as will be reflected in the results achieved by the program.

The components meet the requirements set out in the policy on the LBR instrument
(document GN-2869-1) and in the operational guidelines for processing LBRs
(document GN-2869-3): (i) they will support CORFO public programs; (i) they will
improve the performance of those programs, by incorporating good practices and
targeting them on achieving results; (iii) they will promote the use of the executing
agency’s fiduciary systems that are compatible with the principles and good
practices for the use of LBRs; and (iv) the preliminary institutional analysis of the
executing agency shows that it has managerial systems with capacity to ensure
good technical (monitoring) and fiduciary (procurement and financial) execution of
the program.

Environmental and social risks

In accordance with the Environmental and Social Policy Framework Document
(document GN-2965-23) the operation is classified as financial intermediation with a
moderate environmental and social risk rating. The operation’s disaster and climate
change risks are also considered moderate. The results of the environmental and
social due diligence review show that most of the subprojects to be financed
(paragraph 1.23) under the program will have a low socioenvironmental risk, although
some subprojects could have a moderate risk. This program will not finance
Category “A” subprojects or those with a higher socioenvironmental risk, among
others. The maximum loan amount per subproject will be US$150,000 for subloans
granted through the CORFO MSME Credit program and US$5 million for subloans
granted through the Green Credit program.

Potential environmental and social impacts associated with the program will be
managed through its environmental and social management system (ESMS), which
will be based on compliance with the IDB Exclusions List, local law, and additional
exclusion and eligibility criteria, among other factors. According to the IDB Group's
Measures to Address Risk of Forced Labor in the Supply Chain of Silicon-based
Solar Modules (document GN-3062-1), for subprojects that involve the financing of
solar panels of up to 9 megawatts, but the fact that each subloan is limited to
US$5 million will reduce that installed capacity. In addition, measures to avoid and
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mitigate the risk of forced labor are established, based on compliance with local
legislation and international conventions, which are also integrated into the
program's ESMS. The program’s environmental and social requirements will
constitute the program’s ESMS, which will be included in the program Operating
Regulations. The institutional capacity analysis of the executing agency has not
revealed any weaknesses in the management of social and environmental risks in
the portfolio of CORFO programs to be financed (paragraph 3.2); but the operation
does include executing agency training activities that could address this issue, if
necessary (paragraph 1.24) (summary environmental and social review).

Fiduciary risks

The Bank has determined that the country systems (budget, treasury, accounting,
internal government audit (General Government Internal Audit Board (CAIGG) and
external audit (Office of the Comptroller General of the Republic (CGR)) are
acceptable for use in Bank-financed operations. An analysis of the executing agency’s
institutional capacity confirmed that it has a satisfactory degree of development. The
analysis detected a medium-high fiduciary risk in terms of human resources, since, if
CORFO does not have the trained staff to submit the relevant reports for the program’s
independent verification and financial statements, reports would not be prepared on
time. This would cause delays in the disbursement schedule and in the execution of
the operation’s expenditures. This risk will be mitigated by the Bank through support
to strengthen CORFO’s teams in preparing the relevant reports for the program’s
independent verification and financial statements.

Other risks and key issues

Risks. The evaluation identified the following risks: (i) a medium-high political risk,
as there could be delays in the signing of the borrowing decrees and of the decree
approving the loan contract, and the operation’s eligibility date established by the
Bank could be delayed, thereby delaying the expected disbursement schedule. To
mitigate this risk, CORFO will coordinate closely with the Ministry of Finance to
reduce the likelihood of delays; and (ii) a high human resources risk, since, if
CORFO does not have the qualified technical staff needed to fulfill the functions for
which it is responsible, it would have difficulties implementing the volume of planned
operations on time, thereby generating delays in achieving the expected results.
This risk will be mitigated by the Bank through support to strengthen CORFQO’s
teams in the hiring of qualified technical staff to perform the functions for which it is
responsible (paragraph 3.2). The execution of these mitigation measures will be
financed from the loan proceeds (paragraph 1.24).

Sustainability. In terms of sustainability commitments upon completion of the
operation, CORFO has received budgetary appropriations in recent years that have
enabled it to execute other programs with its own and external financing. Budgetary
flows in the coming years will make it possible to maintain the activities financed by
the proposed operation beyond its execution period. In addition, the institutional
strengthening that CORFO is to be provided during the execution of the operation
(paragraph 1.24) will also afford institutional sustainability to the program’s actions
(paragraphs 1.23 and 1.25). The sustainability of the actions with each beneficiary
stems from the effects on enterprise performance of the improvements resulting from
increased access to finance (paragraph 1.23) and digitalization (paragraph 1.25).
These are essential to enable the companies to target their endeavors on improving
the social, economic, and environmental performance of their operations.


http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-923638806-10
http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-923638806-10
http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-923638806-7

3.2

3.3

3.4

-17 -

I1l. IMPLEMENTATION AND MANAGEMENT PLAN

Summary of implementation arrangements

Borrower and executing agency. The borrower will be the Republic of Chile, with
the DIPRES serving as the CCLIP liaison institution. The executing agency of the
first individual operation will be CORFO,® which is a decentralized public service,
with its own assets and legal status. CORFQO’s mission is to promote investment,
innovation, and entrepreneurship, while also strengthening human capital and
technological development to improve the country’s productivity and achieve
global leadership positions in terms of competitiveness. CORFO has recent
experience with Bank operations, serving satisfactorily both as executing agency
(loan 3677/0C-CH) and as subexecuting agency (loans 5450/0C-CH
5451/0OC-CH) (paragraph 1.11), which the proposed operation complements.

Institutional capacity. The institutional, financial, procurement, and integrity
capacities of CORFO have been analyzed, as required by the policy governing the
LBR instrument (document GN-2869-1). The institutional capacity analysis detected
the need to add technical staff to the CORFO team; so strengthening is envisaged
to enable it to meet current and future challenges (paragraph 1.24).

Implementation arrangements. CORFO will channel part of the budgetary flows it
receives to financial intermediaries, for allocation to financial services for MSMEs
aligned with the operation’s priorities and requirements (paragraphs 1.23 and 1.25).
Institutional strengthening will make it possible to expand the number of financial
intermediaries and thus reach beyond the Metropolitan Region. Once the stipulated
results have been achieved, CORFO will request the corresponding disbursements
from the Bank. CORFOQO'’s investment and financing division will be responsible for
the execution of Component |, including: (i) the opening of calls for proposals and
windows for the CORFO MSME Credit and Green Credit programs (program
Operating Regulations); (ii) the signing of contracts with financial intermediaries; and
(iii) the monitoring of loans placed with financial intermediaries. CORFOQO’s strategic
affairs division will be in charge of Component Il, including: (i) the opening of calls
for proposals and windows for its operations (program Operating Regulations);
(i) advisory services for beneficiaries; (iii) evaluation of the bids submitted;
(iv) signing of contracts; and (v) monitoring of projects. The administration and
finance division of CORFO, in coordination with the investment and financing
division, will be responsible for the operation’s financial management. The proceeds
of the loan will be deposited in a U.S. dollar-denominated account that the General
Treasury of the Republic maintains at the Central Bank of Chile, notwithstanding the
executing agency’s activities that will finance the resources in their authorized
budgets, which do not entail any budgetary additionality.

Financing amount and limit. This program may issue subloans of up to
US$150,000, through the CORFU MSME Credit program. Historically, the average
subloan under the aforementioned credit program has remained below US$5,000.8
Although the Green Credit Program allows for up to US$20 million per project, this
program will finance projects for up to US$5 million, and thus promote financing for

88

89

The program Operating Requlations specify the executing agency’s functions, roles, and responsibilities.

CORFO. Public credit report for the first half of 2021.


https://www.iadb.org/en/project/CH-L1098
https://www.iadb.org/en/project/CH-L1164
https://www.iadb.org/en/project/CH-L1166
http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-923638806-10
http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-923638806-10
http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-923638806-10
http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-923638806-10
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MSMEs in keeping with the credit line’s past record. An estimated 25% of the
program'’s resources will be allocated to the Green Credit program, with 75% going
to the CORFO MSME Credit program (program Operating Regulations).

Beneficiary eligibility criteria. Under Component |, the beneficiaries eligible for the
CORFO MSME Credit Program will include individuals or legal entities that finance
activities to produce goods and services, with annual revenue from sales, services,
and other activities of up to 100,000 indexed currency units (unidades de fomento
(UF)).® Eligible beneficiaries under the Green Credit program will be: (i) private
companies that produce goods or services, with annual revenue from sales and/or
services of up to UF600,000, excluding value-added tax; and (ii) emerging
enterprises with no past record, but with projected first-year sales within the
aforementioned limit.°2 Under Component Il, beneficiaries of the CORFO Human
Capital Grant program will include individuals who prove themselves to be:
(i) Chilean nationals or foreigners with permanent residence in the country; and
(i) compliant with the conditions established by the respective program. Eligible
beneficiaries under the SMEs Online program: (i) will be users of the SMEs Online
program; (ii) have an Internet connection, and an information technology device;
(iii) have a product or service to sell; and (iv) have time available (program Operating

Regulations).??

Financial intermediary eligibility criteria. The following may serve as financial
intermediaries within the scope of the program: (i) corporations whose business
lines are lending, leasing, or factoring activities; (ii) joint stock companies, provided
that their corporate governance structure includes a board of directors, and whose
business lines are lending, leasing, or factoring activities; (iii) savings and loan
cooperatives; (iv) family allowance compensation funds; (v) microfinance institutions
that engage in credit operations for productive microfinance; and (vi) production
support firms, including economically important production cooperatives,
indigenous-based cooperatives, and corporations or joint stock companies whose
main activities are the production, marketing, and/or distribution of products, inputs,
services, and/or machinery for the agriculture sector, and that have developed the
productive credit business (program Operating Requlations).

External verification of results. The program results will be verified by a firm or
team of specialized consultants serving as independent external evaluator of the
results achieved. In addition to verifying results prior to each disbursement, it will
review progress and make recommendations to resolve any deviations. Verification
of results achievement will focus on: (i) issuing an opinion on the accuracy, reliability,
validity, and consistency of the results data; and (ii) determining the value of the
results indicators established for each disbursement. The team will have experience
monitoring projects, managing results indicators, and assessing the reliability of the
methods used to produce them. The terms of reference for this contracting will be
previously agreed upon with the Bank; and the contracting may be financed through
a technical-cooperation operation that is currently in preparation to support the
operation, as well as through Bank funds allocated to the supervision of the operation.

90

91

92

CORFO MSME Credit.

MEFT Resolution 29.
SMEs Online.
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Disbursement mechanism. The following procedure will be followed to process
disbursements: (i) the executing agency will prepare a status report on the
disbursement-linked indicators and submit it for external verification of results based
on the protocol established in the monitoring and evaluation plan; (ii) the independent
external evaluator will verify the fulfilment of the results indicators (paragraph 3.7);
and (ii)) once fulfilment of the results has been confirmed, the executing agency will
submit the disbursement request to the Bank. In turn, the Bank will disburse the
corresponding amount for each indicator if, and only if, the external verification
confirms that the level of the indicator meets or exceeds the established target.
Otherwise, disbursements will be made in proportion to the extent of fulfillment of the
target. The funds in question will be deposited in the central bank dollar account held
by the General Treasury of the Republic; from which they will be transferred to the
bank account of the operation in local currency, to be used and controlled by CORFO
in administering program resources. Unused balances may be reprogrammed in
successive disbursements.

Program Operating Regulations. Execution of the program will follow the
provisions of the program Operating Regulations, which will specify operational
aspects in technical, procurement, and financial matters, among others. The
program Operating Regulations will include the following: (i) guidelines for the use
of resources and financial management of the program; and (ii) execution
mechanisms, which will include the arrangement for allocating the different calls for
proposals to be held to identify and select beneficiaries.

Special contractual conditions precedent to the first disbursement of the loan:
() the executing agency will have approved the program Operating
Regulations, which will have entered into effect pursuant to the terms
previously agreed upon with the Bank, including the environmental and social
requirements applicable to the program; and (b)a consulting firm or
independent consultant will have been hired for the external verification of the
program results, under terms previously agreed upon with the Bank.?? These
conditions are necessary to establish the structure, guidelines, and procedures to
be followed by the executing agency to ensure successful execution of the program.

Retroactive financing of results. The Bank may use up to the equivalent of
US$60 million (15% of the loan amount), to retroactively recognize results
associated with disbursements (paragraph 1.27) achieved by the borrower between
the project profile approval date (26 July 2022) and the loan eligibility date. To
receive retroactive financing, the expenses in question must be eligible under the
project and attributable to the achievement of the corresponding development
outcomes, which will be subject to an independent external evaluation.

Audit. The external audit will be performed by independent auditors acceptable to
the Bank (including the CGR). Within 120 days following the executing agency’s
fiscal year-end and throughout the loan disbursement period, the executing agency
will submit the program’s audited financial statements pursuant to terms of reference
agreed upon with the Bank. The final report will be submitted within 120 days
following the date established for the last disbursement of the loan proceeds. The

98 The LBR instrument policy (document GN-2869-1) and the operational guidelines for processing an LBR
(document GN-2869-3) require the inclusion of condition “(b).”
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executing agency will prepare the project’s audited financial statements. The final
audited financial statements will include an analysis of any differences between
actual program costs and the funds disbursed.

Summary of arrangements for monitoring results

Monitoring. The LBR will be monitored by verifying the fulfilment of the targets
associated with the disbursement-linked indicators described above. Program
activities will be monitored by the executing agency through semiannual progress
reports submitted within 60 days after the end of each six-month period (monitoring
and evaluation plan). The reports will be based on the reporting commitments
indicated in the results matrix, as well as fulfillment of the eligibility criteria specified
in the program Operating Requlations.

Evaluation. The strategy for evaluating the results of program activities will consist
of a reflexive before-and after-program evaluation showing the extent of outcomes
and impacts, and also a qualitative assessment. The final evaluation, which will
serve as input to the project completion report, will be performed within 60 days after
the date of the last loan disbursement. The evaluation strategy is described in detail
in the monitoring and evaluation plan.

IV. ELIGIBILITY CRITERIA

Fulfillment of the CCLIP eligibility criteria. The CCLIP satisfies the criteria
established in document GN-2246-15, inasmuch as: (i) the objectives pursued are
within the priorities defined in the IDB Group Country Strategy with Chile 2019-2022
(document GN-2946); and (ii) the liaison institution, DIPRES, has authority to
coordinate and monitor the general operational program of all sectors encompassed
by the CCLIP.

Fulfillment of eligibility criteria for the first individual operation. The operation
satisfies the criteria established in document GN-2246-15, inasmuch as:
() itincludes an assessment of CORFO’s institutional capacity (paragraph 3.2);
(i) the objective of the operation contributes to achieving the CCLIP’s objective
(paragraph 1.20); (iii) the operation corresponds to the sectors defined in the CCLIP
(finance and climate action) (paragraph 1.20); and (iv) it includes the improvement
measures identified in the institutional capacity assessment (paragraph 1.24).
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Section 1. IDB Group Strategic Priorities and CRF Indicators

-Social Inclusion and Equality
-Productivity and Innovation

-Gender Equality and Diversity

-Climate Change

-Institutional Capacity and the Rule of Law

Development Challenges & Cross-cutting Issues

-Micro / small / medium enterprises financed (#)
-Enterprises provided with technical assistance (#)

CRF Level 2 Indicators: IDB Group Contributions to Development Results Women beneficiaries of economic empowerment initiatives (#)

2. Country Development Objectives

(i) facilitate access to finance for investment, mainly for
Country Strategy Results Matrix GN-2946 underserved segments and (ii) narrow connectivity gaps,
low speed and affordability of ICTs.

. The intervention is not included in the 2022 Operational
Country Program Results Matrix

Program.
Relevance of this project to country development challenges (If not aligned to country
strategy or country program)
Developme O ome aluab aluable
3. Evidence-based Assessment & Solution 9.5
3.1 Program Diagnosis 25
3.2 Proposed Interventions or Solutions 3.2
3.3 Results Matrix Quality 3.8
4. Ex ante Economic Analysis 9.0
4.1 Program has an ERR/NPV, or key outcomes identified for CEA 15
4.2 Identified and Quantified Benefits and Costs 3.0
4.3 Reasonable Assumptions 2.5
4.4 Sensitivity Analysis 2.0
4.5 Consistency with results matrix 0.0
5. Monitoring and Evaluation 9.5
5.1 Monitoring Mechanisms 4.0
5.2 Evaluation Plan 5.5

lll. Risks & Mitigation Monitoring Matrix
Overall risks rate = magnitude of risks*likelihood Medium Low

Environmental & social risk classification Fl

IV. IDB’s Role - Additionality
The project relies on the use of country systems

Financial Management: Budget, Treasury, Accounting and
Reporting, External Control, Internal Audit.

Fiduciary (VPC/FMP Criteria) Yes
Procurement: Information System, Price Comparison,
Contracting Individual Consultant, National Public Bidding.

Non-Fiduciary|

The IDB’s invol pr additional impr of the il ded b iciaries
and/or public sector entity in the following dimensions:

ATN/OC-17070-RG: "Supporting Growth Acceleration in the
Southern Cone: Applied Knowledge and Policy Dialogue for
Additional (to project preparation) technical assistance was provided to the public sector an Actionable Agenda”; ATN/OC-16297-RG: "Promoting
entity prior to approval to increase the likelihood of success of the project Digital Transformation in Latin America and the Caribbean";
ATN/OC-16807-RG: "Promoting digital disruption in Latin
America and the Caribbean”

Evaluability Assessment Note:

This is the first operation, for US$400mm, of a US$1,000mm Conditional Credit Line for Investment Projects (CCLIP). The objective of the CCLIP is to increase productivity and promote
sustainable development in Chile in the finance, climate action and internationalization sectors. The general objective of this operation is to contribute to improving the productivity of Micro,
Small and Medium Enterprises (MSMEs) in Chile and the specific objectives are: (i) promote access to credit for MSMEs, including: (a) those outside the Metropolitan Region (RM); (b) those
led by women; and (c) those engaged in activities that contribute to climate action; and (ii) promote the digital capabilities of MSMEs, including those led by women. The project presents an
adequate diagnosis. In Chile, MSMEs represent 98% of companies, 44% of employment and 13% of sales, and show a productivity that is 37% of that of large companies. This difference in
productivity is explained in part by difficulties in access to financing, with only 20% of bank credit dedicated to this sector, and low digitization, with gaps associated with the adoption of
technologies that increase the smaller the company. These problems are even greater for companies outside the RM: despite the fact that 54% of MSMEs are outside the RM, they are
served by fewer financial institutions and receive less than 40% of CORFO support. Companies led by women face even more restrictions, with less than a third of the investment financial
support received by companies led by men, with similar characteristics. Finally, the country considers it important to support the financing of MSMEs that contribute to climate change
mitigation actions and support the digitalization of MSMEs.

The economic analysis is appropriate, with reasonable and standard assumptions and sensitivity analyses. The estimated net present value of the program is US$117.4mm, using a 12%
discount rate, and the internal rate of return is 22.2%.

The evaluation plan is appropriate. It proposes to carry out a before and after analysis of the indicators of the specific and general objectives, and a qualitative evaluation of the program. This
exercise will not allow the empirical attribution of the results obtained.

Annex | - CH-L1167
Page 1 0f 1
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RESULTS MATRIX

PROGRAM OBJECTIVE:

The program’s specific development objectives are to: (i) promote access to credit for MSMEs, including those: (a) located outside the Metropolitan Region;
(b) led by women; and (c) engaged in activities that contribute to climate action; and (ii) enhance the digital capabilities of MSMEs, including those led by
women. The general development objective of the first individual operation under the Conditional Credit Line for Investment Projects (CCLIP) is to contribute
to improving the productivity of micro, small, and medium-sized enterprises (MSMES) in Chile.

GENERAL DEVELOPMENT OBJECTIVE

Expected Means of
Indicator Unit of measure Baseline Baseline year year Target o Comments
) verification
achieved
General development objective: Contribute to improving the productivity of MSMEs in Chile
Indicator 1. MSME labor productivity Amount in US$ per | 16,950,879 Average 2027 19,842,241 | Chilean Internal See monitoring and evaluation
(MSME sales divided by the number of employee 2018-2020 Revenue Service | plan (MEP)
workers) sty
Indicator 2. Average annual growth rate Percentage 1.20% Average 2027 3.2% Sli See MEP
of MSME sales 2018-2020
SPECIFIC DEVELOPMENT OBJECTIVES
Indicator Unit of Baseline! Baseline | Yearl | Year2 | Year3 | Year4 | Year5 End of Means of D'Siggir:;?fm ]%?mmztr;:)snoor}
measure year (2023) (2024) (2025) (2026) (2027) | program | verification o
(yes/no) indicators

Specific development objective 1. Promote
contribute to climate action

access to credit for MSMEs, including those: (a) located outside the Metropolitan Region; (b) led by women; and (c) engaged in activities that

1.1. Percentage of financing Percentage 59% 2018 63% 64% 65% 66% 67% 67% Production No See MEP
channeled to MSMEs Development
located outside the Corporation
Metropolitan Region (CORFO)

report

1.2. Percentage of financing Percentage 39% 2018 40% 41% 42% 43% 44% 44% CORFO Yes Pro-gender
channeled to women-led report indicator.
MSMEs See MEP

1 The 2018 baseline is being used, since the baseline values for the most recent years were significantly altered by the effects of the COVID-19 pandemic.
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Indicator Unit of Baseline! Baseline | Yearl | Year2 | Year3 | Year4 | Year5 End of Means of Dlsiﬁgirs;[rgrent %;mmgggsnoor}
measure year (2023) (2024) (2025) (2026) (2027) | program | verification (yes/no) indicators
1.3. Value of investment Ch$ millions 5,500 2021 21,644.0 | 21,644.0 | 21,644.0 | 21,644.0 | 21,644.0 | 108,220.0 | CORFO Yes See MEP
commitments in report
infrastructure or
services that promote
renewable energy,
energy efficiency, the
circular economy, or
other environmental
improvements?*
1.4. MSMEs financed?® Number 26,705 2018 29,608 | 35,529 | 45,152 | 51,073 | 57,735 219,097 |CORFO Yes See MEP
report
1.5. Total value of the US$ millions 120 2021 160 208 269 338 416 416 CORFO No See MEP
relevant production report
financing portfolio*
1.6. Financial institutions that Number 0 2021 2 4 5 5 6 22 CORFO Yes See MEP
received technical report

assistance

2 Defined in Resolution 29 of the Ministry of Economy, Development and Tourism, which establishes the scope of CORFO's Green Credit program.

3 An average loan size of US$1,351 was used to estimate the number of MSMEs financed. Sales data of the beneficiary enterprises is self-reported. However, CORFO may use their Taxpayer 1D
numbers to search for information on a firm’s size (according to annual sales in UF, calculated by the Chilean Internal Revenue Service) using the latter’ records. Firms for which the size data

corresponds to “no returns declared,” i.e. no sales, will be considered microenterprises.

4 This indicator is calculated cumulatively: the loans for the year 1 are added to the baseline; for the next period, the indicator for year 1 plus the loans for year 2 are considered, and so on.
* Indicator of the IDB Group Corporate Results Framework 2020-2023 (document GN-2727-12).
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Disbursement

Comments on

program who pass
(graduate from)
synchronous courses for
skills development and
the adoption of digital
tools, thereby making it
possible to transform
MSME processes and
services

Indicator Unit of Baseline! Baseline | Yearl | Year2 | Year3 | Year4 | Year5 End of Means of indicator | formulation of
measure year (2023) (2024) (2025) (2026) (2027) | program | verification (yes/no) indicators
Specific development objective 2. Enhance the digital capabilities of MSMES, including those led by women
2.1. Total number of Number 130 Average 172 172 172 172 172 860 CORFO Yes See MEP
beneficiaries® of for 2020 report
CORFO’s Human Capital and 20218
Grants program who pass
(graduate from®)
synchronous learning
courses’ for skills
development and the
adoption of digital tools,
thereby making it possible
to transform MSME
processes and services
2.2. Percentage of women Percentage 32.4% Average 34% 36% 38% 40% 42% 42% CORFO No See MEP
beneficiaries of CORFO'’s for 2020 report
Human Capital Grants and 2021

This indicator is calculated by considering persons who, at the time of their application, declare that they are or will be member of an MSME, whether as owner, partner, and/or shareholder of the
enterprise, or as an employee or potential employee thereof. This information is self-reported. However, CORFO may use the taxpayer ID numbers of the firm to which the person claims to be attached,
to search for information on its size (according to annual sales in UF, calculated by the Chilean Internal Revenue Service) using the latter’ records. Firms for which the size data corresponds to “no
returns declared,” i.e. no sales, will be considered microenterprises.

A “graduate” (egresado) is defined as a person who has fulfilled the attendance and academic requirements established by the training organization in question, for which he/she receives a credential

(diploma).

The courses to be provided by CORFO are those financed through the Competitiveness Training Program (PFC).

The baseline for the participation of regions and women was estimated from the information provided by beneficiaries of the Human Capital Grants associated with information technology specialization
courses in 2020 and 2021, and with the digital marketing specialization courses held in 2021. The baseline for the participation of MSMEs has been constructed from the percentage of beneficiaries
in digital marketing specialization courses, who are attached to an MSME, along with the graduation rate of this segment of beneficiaries in the same PFC project in 2021.



http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-923638806-8
http://idbdocs.iadb.org/wsdocs/getDocument.aspx?DOCNUM=EZSHARE-923638806-8

Annex Il
Page 4 of 6

Indicator

Unit of
measure

Baseline!

Baseline
year

Year 1
(2023)

Year 2
(2024)

Year 3
(2025)

Year 4
(2026)

Year 5
(2027)

End of
program

Means of
verification

Disbursement
indicator
(yes/no)

Comments on
formulation of
indicators

2.3. Percentage of

beneficiaries of CORFO’s
Human Capital Grants
program who graduate
from synchronous
courses for skills
development and the
adoption of digital tools
that make it possible to
transform the processes
and services of MSMEs
located outside the
Metropolitan Region

Percentage

37.1%

Average
2020 and
2021

38%

39%

40%

41%

42%

42%

CORFO
report

No

See MEP

2.4. Number of MSMEs

and/or entrepreneurs®
that graduate from
asynchronous e-learning
courses and/or lecture
classes on the SMEs
Online platform

Number

6,97510

2021

7,000

011

7,000

CORFO
report

Yes

See MEP

2.5. Percentage of MSMEs

and/or entrepreneurs
who, having participated
in SMEs Online program
activities, consider that
they have the knowledge
needed to use digital
solutions*?

Percentage

33.3%

2021

35%

35%

35%

35%

35%

35%

CORFO
report

No

See MEP

9

10

11
12

This indicator was calculated from the number of times that persons who are registered in the SMEs online platform (which includes MSMEs and entrepreneurs, whether or not they have registered
their start of activities with the Sll), have completed asynchronous (pre-recorded) e-learning training courses, or “Saturdays online” lecture classes. As this counts the total number of graduates, the
same identity number (national identity number (RUN)/taxpayer ID number (RUT)) may be associated with more than one graduation (course and/or lecture class). The term “graduate” (egresado) is
understood as a person who has successfully passed the course’s final exam, which facilitates the issuance of the course and/or lecture class diploma.
The baseline was constructed from the number of registrations in the Digitaliza tu PYME [Digitalize your SME] PFC project, executed between January and July 2021, plus the number of registrations
in the SMEs Online PFC project, between August and 31 December 2021, thus completing a full calendar year. The measurement of this indicator is associated only with the SMEs Online initiative,

which may acquire another PFC project name for administrative purposes.

The SMEs Online initiative is not considered for 2024-2027, which is why the indicator is zero.
To monitor this indicator, data will be collected though an annual survey of all MSMEs and/or entrepreneurs who have graduated from asynchronous e-learning courses and/or online SME lecture
classes, while the platform is active and operating. The follow-up indicator considers the universe of persons who have graduated from asynchronous e-learning courses and/or online SME lecture
classes as a stock, i.e. the same contact database will be used to administer the survey and then process the data.
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Year 1 Year 2 Year 3 Year 4 Year 5
(2023) (2024) (2025) (2026) (2027) ST/ Gl IR
Indicator Baseline Associated Associated Associated Associated Associated Associated
(Year) Target | @mount | L .| amount | . . | amount | . . | amount | . . | amount | L . | amount
9 (US$ 9 (US$ 9 (US$ 9 (US$ 9 (US$ 9 (US$
millions) millions) millions) millions) millions) millions)
Specific Development Objective 1. Promote access to credit for MSMES, including those: (a) located outside the Metropolitan Region; (b) led by women; and (c) engaged in activities that
contribute to climate action
1.2. Percentage of financing 39% 40% 16 41% 19.68 42% 25.62 43% 29.67 44% 34.32 44% 125.29
for women-led MSMEs (2018)
1.3. Value of investment 5.5 billion | 21,644.0 19.66 21,644.0 19.66 21,644.0 19.66 21,644.0 19,66 21,644.0 19.66 108,220 98.3
commitments in Chilean
infrastructure or services| pesos (2021)
that promote renewable
energy, energy
efficiency, the circular
economy, or other
environmental
improvements!3*
1.4. MSMEs financed** 26,705 29,608 24 35,529 28.32 45,152 35.38 51.073 39.33 57,735 43.68 219.097 170.71
(2018)
1.6. Financial institutions that 0 2 0.2 4 0.4 5 0.5 5 05 6 0.6 22 2.2
received technical (2021)
assistance.*
Total 59.86 68.06 81.16 89.16 98.26 396.5
Specific development objective 2. Increase the adoption of digital tools and technologies by MSMESs, including those led by women
2.1. Total number of 130 172 0.5 172 0.5 172 0.5 172 0.5 172 0.5 860 25
beneficiaries of (2020-2021
CORFO’s Human average)
Capital Grants program
who pass (graduate

13 The value shown in the “Target” column represents the amount of investments in millions of pesos, while the value indicated in the “Associated amount (US$ million)” column corresponds to the

amount financed by CORFO. The Green Credit program is expected to finance 90% of the value of the investments, following an amendment of Resolution 29 (currently being processed by the Office
of the Comptroller General of the Republic (CGR), which allows financing of up to 90% in credit operations and up to 100% in leasing operations.

14 An average loan size of US$1,351 was used to estimate the number of MSMEs financed. Sales data of the beneficiary enterprises is self-reported. However, CORFO may use their Taxpayer ID

numbers to search for information on a firm’s size (according to annual sales in UF, calculated by the Chilean Internal Revenue Service) using the latter’ records. Firms for which the size data
corresponds to “no returns declared,” i.e. no sales, will be considered microenterprises.
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Indicator

Baseline
(Year)

Year 1
(2023)

Year 2
(2024)

Year 3
(2025)

Year 4
(2026)

Year 5
(2027)

End of program

Target

Associated
amount
(Uss
millions)

Associated
amount
(Uss
millions)

Target

Associated
amount
(Uss
millions)

Target

Associated
amount
(Uss
millions)

Target

Associated
amount
(Uss
millions)

Target

Target

Associated
amount
(Uss
millions)

from) synchronous
learning courses for the
development of skills
and adoption of digital
tools that make it
possible to transform
processes and services
to MSMEs*®

24.

Number of MSMEs
and/or entrepreneurs
that graduate from
asynchronous
e-learning courses
and/or lecture classes
on the SMEs Online
platform'6

6,975
(2021)

7,000

7,000

Total

15

0.5

0.5

0.5

0.5

35

Indicator Verification Protocol for Disbursements: See MEP.

15 This indicator is calculated by considering persons who, at the time of their application, declare that they are or will be member of an MSME, whether as owner, partner, and/or shareholder of the
enterprise, or as an employee or potential employee thereof. This information is self-reported. However, CORFO may use the taxpayer ID numbers of the firm to which the person claims to be attached,
to search for information on its size (according to annual sales in UF, calculated by the Chilean Internal Revenue Service) using the latter’ records. Firms for which the size data corresponds to “no
returns declared,” i.e. no sales, will be considered microenterprises.
This indicator was calculated from the number of times that persons who are registered in the SMEs online platform (which includes MSMEs and entrepreneurs, whether or not they have registered
their start of activities with the SllI), have completed asynchronous (pre-recorded) e-learning training courses, or “Saturdays online” lecture classes. As this counts the total number of graduates, the
same identity number (national identity number (RUN)/taxpayer ID number (RUT)) may be associated with more than one graduation (course and/or lecture class). The term “graduate” (egresado) is
understood as a person who has successfully passed the course’s final exam, which facilitates the issuance of the course and/or lecture class diploma.

Indicator of the IDB Group Corporate Results Framework 2020-2023 (document GN-2727-12).

16

*
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Country: Chile Division: IFD/CMF Operation number: CH-L1167 Year: 2022
FIDUCIARY AGREEMENTS AND REQUIREMENTS
Executing agency: Production Development Corporation (CORFO)
Name of the operation: Regional Productive Development Program of Chile
I. FIDUCIARY CONTEXT OF THE EXECUTING AGENCY

1. Use of country systems in the operation

Budget Reports Information system National Competitive

Bidding (NCB)
Treasury Internal audit Shopping Other
Accounting External control Individual consultants

2. Fiduciary capacity

Fiduciary capacity of
the executing agency

The executing agency works within the Public Financial Administration System
(SAFP), and uses Systems Applications Products (SAP) for budgeting,
accounting, and payments. The latter delivers information to the State Financial
Management Information System (SIGFE), which is maintained by the Budget
Office (DIPRES) for the purpose of aggregating and consolidating central
government accounting. The executing agency also has an internal audit unit and
is supervised by the Office of the Comptroller General of the Republic (CGR). The
Bank has determined that the country systems (budget, treasury, accounting,
government internal audit (General Government Internal Audit Board (CAIGG))
and external audit are acceptable for use in the Bank’s operations.

An institutional capacity analysis of the executing agency confirmed that it has a
satisfactory institutional capacity to execute the program and achieve the
objectives of the loan based on results (LBR). Nonetheless, the following
opportunities for improvement were also identified: (a) include in the program
Operating Regulations the institutional coordination arrangements and
interagency coordination protocols for execution of the program’s components;
(b) plan for the additional staff that will be required, along with their source of
funding and selection procedure, so as to have sufficient personnel in time for
program execution; (c) identify the person(s) responsible for the preparation of the
IDB program financial reports, evaluate their experience in similar projects, and
design a training plan, if necessary.
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3. Fiduciary risks and mitigation measures

Risk taxonomy Risk Risk level Risk mitigation
Human If CORFO does not have staff trained | Medium- | The Bank will provide support to
resources to submit the relevant reports for the high strengthen CORFO teams for
independent verification and program preparing the relevant reports for the
financial statements, the reports might independent verification and the
not be prepared on time. This would program’s financial statements.

cause delays in the expected
disbursement periods and in the
accounting closure of the operation.

Internal The absence of clear communication Low The program Operating Reqgulations
processes protocols could result in errors in the and monitoring and evaluation plan
delivery of information within CORFO, will define the collection
causing delays in the delivery of mechanisms used to prepare the
reports required by the Bank for the required reports.

results-based loan (LBR).

Il. CONSIDERATIONS FOR THE SPECIAL PROVISIONS OF THE LOAN CONTRACT

Exchange rate. For the purposes indicated in Article 4.10 of the General Conditions, the Parties agree that
the applicable exchange rate will be the one indicated in Article 4.10(b)(ii). To determine the equivalence
of expenses incurred in local currency charged against the local contribution, or of the reimbursement of
expenses charged to the loan, the agreed-upon exchange rate will be the one in effect on the first business
day of the month in which the borrower, the executing agency, or any other person or legal entity in whom
the power to incur expenditures has been vested, makes the related payments to the contractor, supplier,
or beneficiary.

Type of audit. Audited financial statements will be presented within 120 days following each fiscal year-
end and during the loan disbursement period. The final report will be submitted within 120 days following
the date of the last loan disbursement and will include an analysis of any differences between actual
program costs and the amounts disbursed. The terms of reference will be agreed upon with the Bank, and
the independent auditors will be acceptable to the Bank.

Retroactive financing of results: The Bank may use up to the equivalent of US$60 million (15% of the
loan amount), to retroactively recognize results associated with disbursements (paragraph Error!
Reference source not found.) achieved by the borrower between the project profile approval date (26
July 2022) and the loan eligibility date. To receive retroactive financing, the expenses in question must be
eligible under the project and attributable to the achievement of the corresponding development outcomes,
which will be subject to an independent external evaluation.
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lll. AGREEMENTS AND REQUIREMENTS FOR PROCUREMENT EXECUTION

Programming
and budgeting

CORFO is an autonomous entity that receives State funding for its operations. The
Ministry of Finance, acting through the Budget Directorate, is responsible for preparing
the public sector budget. The preparation, administration, and execution of the budget
is managed by the Administration and Finance Division. Loan operations must be
included in the public sector budget for the funds in question to be accessible (loan
and local contribution). Accordingly, no difficulties in the use of the budget system are
anticipated to affect project execution. However, any loan operation must adhere to
the public sector budget expenditure framework.

Treasury and
disbursement
management

For program implementation, the executing agency will use resources from the fiscal
contribution, and will then manage reimbursement through the program’s
disbursement matrix, based on the independent verification of the individual results
achieved. The loan proceeds will be deposited in the dollar account held by the
General Treasury of the Republic at the central bank. These will then be transferred to
the operating bank account in local currency to be operated and controlled by CORFO
for the management of the loan proceeds. Payments arising from program execution
will be made by the SAP treasury module. When presenting disbursement requests,
the executing agency will not be required to submit a justification of expenses or
documentation supporting the expenditures incurred to achieve the results.
Nonetheless, it must keep said documentation on file, as part of the appropriate
administrative, internal control, procurement, and accounting systems to ensure the
timely issuance of project financial reports, which will be audited annually by the CGR.

Accounting,
information
systems, and
reporting

The specific accounting standards to be followed are IPSAS-CGR Chile, as
established by CGR Resolution 16 of 2015. To keep track of program funds, a special
chart of accounts will be opened in CORFO’s regular accounting in the SAP; and for
the purposes of disbursements to intermediaries, the same procedures and
mechanisms provided for in similar programs currently managed by the Investment
and Financing Division (GIF) will be used. To supplement the policies and guidelines
applicable to the operation, the program Operating Regulations will be used with the
documented definition of workflows and internal controls.

Internal
control and
internal audit

The internal control system is based on the organizational plan, strategic plans, and
procedures approved by the CAIGG, as well as administrative standards of ethics and
probity. The internal audit unit reports directly to CORFO’s highest authority. Annual
plans are produced pursuant to the instructions issued by the CAIGG. The internal
audit unit will follow up on the internal control observations made by the program’s
external auditors and will validate the responses to the auditors’ observations.

External
control and
financial
reporting

The executing agency will use independent auditors acceptable to the Bank, including
the CGR. Within 120 days following the executing agency’s fiscal year-end, and during
the loan disbursement period, it will submit the program’s audited annual financial
statements pursuant to the terms of reference agreed upon with the Bank. The final
report will be submitted within 120 days after the date specified for the last loan
disbursement. The executing agency, together with the Administration and Finance
Division (GAF), will prepare the project's financial statements. The final audited
financial statements will include an analysis of any differences between actual program
costs and the funds disbursed.

Financial
supervision of
the operation

The financial supervision plan includes participation in the periodic meetings to
monitor the program’s risk matrix, as well as a review of the annual audit report, which
could give rise to onsite visits to update knowledge of institution-internal systems.
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DOCUMENT OF THE INTER-AMERICAN DEVELOPMENT BANK

PROPOSED RESOLUTION DE-__ /22

Chile. Conditional Credit Line for Investment Projects (CCLIP) for Productivity and Sustainable
Development in Chile (CH-O0008)

The Board of Executive Directors
RESOLVES:

1. To authorize the President of the Bank, or such representative as he shall
designate, to enter into such agreement or agreements as may be necessary with the Republic
of Chile, to establish the Conditional Credit Line for Investment Projects (CCLIP) for Productivity
and Sustainable Development in Chile (CH-O0008) (the “Line”) for an amount of up to
US$1,000,000,000, chargeable to the resources of the Ordinary Capital of the Bank.

2. To establish that the resources allocated to the Line shall be used to finance
individual operations under the Line, in accordance with: (a) the objectives and regulations of
the Conditional Credit Line for Investment Projects approved by Resolution DE-58/03, as
amended by Resolutions DE-10/07, DE-164/07, DE-86/16 and DE-98/19; (b) the provisions set
forth in documents GN-2564-3 and GN-2246-13; and (c) the terms and conditions included in
the proposal for the corresponding individual operation.

(Adopted on ___ 2022)

LEG/SGO/CSC/EZSHARE-430074535-12583
CH-00008



DOCUMENT OF THE INTER-AMERICAN DEVELOPMENT BANK

PROPOSED RESOLUTION DE-___ /22

Chile. Loan /OC-CH to the Republic of Chile. Regional Productive Development Program
of Chile. First Individual Operation under the Conditional Credit Line for Investment Projects
(CCLIP) for Productivity and Sustainable Development in Chile (CH-O0008)

The Board of Executive Directors
RESOLVES:

That the President of the Bank, or such representative as he shall designate, is authorized,
in the name and on behalf of the Bank, to enter into such contract or contracts as may be necessary
with the Republic of Chile, as borrower, for the purpose of granting it a financing to cooperate in the
execution of the Regional Productive Development Program of Chile, which constitutes the first
individual operation under the Conditional Credit Line for Investment Projects (CCLIP) for
Productivity and Sustainable Development in Chile (CH-O0008), approved on ___ 2022 by
Resolution DE-__ /22. Such financing will be for an amount of up to US$400,000,000 from the
Ordinary Capital resources of the Bank, and will be subject to the Financial Terms and Conditions
and the Special Contractual Conditions of the Project Summary of the Loan Proposal.

(Adopted on 2022)

LEG/SGO/CSC/EZSHARE-430074535-12540
CH-L1167
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