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I.Summary 
 

1.  Chile has a sound financial system and well developed capital markets providing long term 

finance. Incorporating lessons from a deep crisis experience in the early 1980’s, Chile has taken a prudent 

approach to financial sector oversight.  A conscious strategy to develop pensions as institutional investors 

and developing capital markets has led to vibrant and deep stock and bond markets for large enterprises.  

2.  The pursuit of shared prosperity provides the motivation for supporting small and medium sized 

enterprise (SME) finance. Whereas Chile has had decades of strong economic performance, greater 

equality remains a priority.  SMEs create income for the middle class both as owners and as employees.  

3.  Chilean SMEs have good access to credit, but the cost remains high and maturities modest for 

smaller enterprises. SME access to finance compares favorably not only to regional peer countries, but 

also to OECD countries. SMEs cannot economically access Chile’s well-developed capital markets, but rely 

instead on financial intermediaries including banks, leasing and factoring companies. Unusually, medium 

sized firms in Chile express greater concern about access to finance than the small firms.  

4.  Improved financial infrastructure and a more competitive financial sector market structure could 

support better terms for SMEs. A low 71st place ranking in the World Bank's Doing Business Access to 

Credit indicator reflects for example a lack of positive credit information available and that the 

environment for using collateral is weak.  SME lending is concentrated with a few large banks. Based on 

SMEs guaranteed by CORFO, four lenders have a 76 percent market share in small enterprise lending. 

Leasing, a useful product for SME investment finance, is predominantly provided by the same large banks 

and therefore do not add materially to competition in origination of credit to SMEs. 

5.  In order for CORFO to support better terms on SMEs’ access to finance, suggestions were offered 

in four complementary areas.  These included: enhancing the effectiveness of partial credit guarantee 

(PCG) programs, fostering competition in SME credit origination, institutional strengthening of CORFO’s 

financial sector activities, and potential new solutions CORFO could pursue in the future with an emphasis 

on leveraging and deepening capital markets.  

6.  Chile has an extensive range of support programs for improving SME access to finance. Banco de 

Estado, a state owned commercial bank, serves a very large number of particularly very small enterprises.  

PCG schemes reach 15 percent of SMEs and 33 percent of medium sized enterprises helping lenders 

manage credit risk to borrowers without adequate collateral. Credit lines are available to micro-finance 

institutions, and funding of start-ups and early stage enterprises is separately available.  

7.  The PCGs have reached a level of penetration where the emphasis should be on assessing impact 

and adjusting terms to better reach the policy objectives.  With just CORFO covering 21 percent of small 

enterprises and 33 percent of medium sized ones, the PCG programs in Chile are now very extensive.  

There does not appear to be a rationale for expanding the programs, but rather the emphasis should be 

on the efficient management of the program and adjustments to maximize their impact. Establishing a 

strong risk management function should be the first step, and the same skills and data collection efforts 

could support a more systematic approach to monitoring and evaluating programs. The FOGAPE and 
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FOGAIN programs are close to being self-sustaining, but do not offer a return on the funds invested. 

Therefore, the private sector cannot be expected to assume the role of SME PCG providers on a similar 

scale.  

8.  Introducing rule based counter-cyclicality in the PCG programs would serve a macro-stabilizing 

purpose as well as a development objective.  Credit, particularly for SMEs, is cyclical and exacerbates 

economic cycles. Thus, counteracting the cyclicality through the PCG programs serves a macro-economic 

purpose.  The credit constraint imposed on SMEs is similarly cyclical, and the development impact is 

therefore greater when the economic growth is slow.  

9.  The two largest PCG programs, FOGAIN and FOGAPE, are well functioning, but overlapping in 

purpose. Both programs operate through financial institutions with similar products. The best solution 

will be to merge the programs, but alternatively they should be coordinated to ensure complementarity.  

10. The smaller credit guarantee program, IGR, managed by independent private entities and largely 

funded by CORFO was structured with a governance and risk sharing structure that created undue 

moral hazard, and it is being transitioned to a new structure in line with World Bank recommendations.  

In spite of accounting practice not adequately recognizing losses, some funds are already insolvent due 

to credit losses. CORFO has offered the management companies a transition to a program, IGR IV, that 

shares the credit risk among the management companies as equity holders in the IGR funds, the lenders 

(generally banks) using the guarantees, and CORFO as a lender to the funds. The accounting practice 

should be improved, and the transition to IGR IV should be completed.   

11. A special post-disaster PCG window within CORFO could help maintain access to finance in the 

post-disaster period when risks are elevated. Affected areas already benefit from CORFO’s regular 

guarantees, but a dedicated more generous scheme could help avoid a credit contraction exacerbating 

the economic impact.  The subsidy element would have to be fiscally funded. The pricing would have to 

rely on an estimation of risk that can be done using credit registry data combined with information on 

past disasters.  

12. To stimulate competition in the origination of loans to SMEs several options should be 

considered.  Whereas entry does not appear to be unduly limited by regulations, stronger competition 

can be fostered through better credit information sharing, easier mobility of collateral (addressed in a 

separate report), and by supporting the development of non-bank financial institutions (NBFIs).  

13. Credit information strengthening is best pursued in a financial system wide approach, but 

FOGAIN and FOGAPE possess a rich data set that could alternatively serve that purpose. In particular, 

if more systematic efforts are slow to support the development of credit information, FOGAIN and 

FOGAPE could begin to play a role in the market for credit information leveraging the records of the large 

number of enterprises that have benefitted from guarantees.  This would support the development of 

positive information on the SMEs, which stand to benefit the most from greater transparency.  

14. Competition in the SME loan origination market could also be supported through funding of 

credit institutions or assistance from the nationwide network of business support centers. CORFO 
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already provides funding for micro-finance institutions and could expand this activity to leasing, factoring, 

and another or to other credit institutions that can reach SMEs.  Moreover, SERCOTEC, a government 

entity dedicated to supporting SMEs, could offer assistance in loan applications and in connecting SMEs 

with lenders.  

15. CORFO would be better able to perform its activities in a more independent legal structure with 

adequate governance and accountability. As a government agency, CORFO is limited in its financial 

activities, its funding, and its operational processes. A new structure could possibly be a joint stock 

company with government shares, or a similar autonomous financial structure than the current one, 

which is guided by budgetary authority and allocations.   

16. With the adequate capacity and institutional structure, several new initiatives for SME credit 

leveraging and further developing capital markets could be considered. These are ideas discussed as 

potential for further evaluation.  Feasibility studies will be needed and implementation arrangements are 

not addressed in this note. Ideas for CORFO to contemplate include: guarantees for NBFIs' bond issuances 

to facilitate their capital market access; reinsurance of credit insurance firms that guarantee factoring 

firms' payments thereby helping SMEs access the factoring market exchange; promoting and arranging 

of SME loan securitizations by banks or securitization companies, with guarantees by CORFO (to 

investors) of specified tranches; providing partial guarantees to investors on factoring returns based on 

accounts receivable based securitizations of SMEs; investing directly in specified tranches of 

securitizations of SME loans; and issuing securitized bonds to investors backed by CORFO’s returns on its 

PCG and other products in order to increase its capital for expanding guarantee programs or other 

products. 
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Summary of Recommendations 

 Responsible 
institution 

Term 

Partial Credit Guarantee Programs 

Merge the FOGAPE and FOGAIN programs and target program more 
toward medium term finance; or as a second best solution coordinate 
operational processes and program designs and collaborate on risk 
management, monitoring and evaluation 

CORFO, 
FOGAPE, 
Parliament 

MT 

Complete the transition of IGR I, IGR II, and IGR III to IGR IV CORFO ST 

Enhance regulation of IGRs to improve transparency SBIF ST 

Strengthen rule based counter-cyclicality in PCG programs CORFO/FOGAPE MT 

Explore a dedicated post-disaster PCG program CORFO  

Undertake systematic results monitoring of programs and selective 
evaluate impacts 

CORFO/FOGAPE ST/MT 

   

Strengthen competition and institutional environment for SME lending 

Improve positive credit information possibly leveraging data of 
FOGAIN and FOGAPE  

Ministry of 
Economy, 
CORFO, 
FOGAPE 

MT 

Facilitate enterprises’ access to lenders through business support 
centers 

CORFO/ 
SERCOTEC 

MT 

Encourage NBFI development and consider funding lines for such 
entities  

CORFO MT 

   

Strengthen institutional design for finance activities  

Identify and evaluate the purpose and risks of a corporate style state 
financial institution 

Government ST 

Strengthen risk management particularly if increasing lending to NBFIs CORFO ST 

Consider sound design, financial and governance issues if establishing 
a self-contained corporate financial agency 

Government/ 
CORFO 

MT 

Explore initiatives to support capital market solutions to support SME 
finance through securitizations or funding of intermediaries serving 
SMEs. 

Government / 
CORFO / SVS 

MT 

ST: short term within a year; MT: medium term beyond one year. 
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II.Introduction  
 

17. This review of SME finance support programs aims to enhance the efficiency of SME finance 

support in Chile. The targeting of support programs is evaluated against the measured gap in the SME 

finance market.  To assess the efficiency of the program, the cost the programs is assessed. Impact 

assessments are beyond the scope of this activity, and the level of quantitative analysis is constrained by 

data availability. Instead the focus is on policy design and suggestions for new options CORFO could 

pursue.   

18. Chile’s good economic policies have successfully promoted growth (Figure 1), but inequality has 

remained high (Figure 2). Sound policies have enabled the Chilean economy to outpace those of other 

large Latin American countries and converge towards those of the OECD though the gap remains large1. 

Inequality, however, has remained stubbornly high and much higher than in the OECD. Promoting shared 

prosperity therefore requires a mix of continued strong economic policies with ones that create 

economic opportunity for a wider part of the population.   

Figure 1:  Real GDP per capita (constant 2005 US$) Figure 2:  Income inequality: GINI coefficient 

  
Source: WDI. *Latest available for Chile is 2009, for LAC7 countries is either 2009 or 2010, for most OECD countries 

is 2000. 

 

19. Supporting access to finance for SMEs is an important part of developing more equal 

opportunities in Chile. Good access to finance including with adequate maturities and at competitive 

costs is a part of a favorable business environment for SMEs.  

20. The purpose of the analysis is not to examine the underlying market failures, but rather to 

identify options for strenghtning CORFO’s role in addressing the SME finance gaps arising from market 

failures.  Rather than trying to disentangle the underlying market failures, the report aims to identify the 

symptom of the market failure in the form of remaining gaps in SME finance and to explore ways CORFO 

could better address them.  The study focuses on determining if the various PCG programs are efficient 

and optimal in their design and how CORFO’s role could be expanded to support SMEs.  The study thus 

considers several other instruments including using capital markets where funds could be raised for SMEs 

 
1 Please note that the OECD is on the right hand side scale, and Chilean GDP per capita remains about a quarter of 
the median OECD country.  
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via non-credit instrumentalities and which would provide an impetus for non-banking services/products 

oriented toward SMEs to develop.  To achieve a new more complex role, the study also considered that 

CORFO as an institution needed to be more self-contained and autonomous in terms of financial risks 

and reserving, and have a corporate structure more akin to a public owned corporation rather than a 

budget supported state agency. 

21. In order for the programs to have the desired effects, they must adequately address the gap, be 

effectively implemented, and be cost efficient, and the paper is organized accordingly: Section 3 

analyzes the gap in finance for SMEs in Chile to establish the relevance of the programs. It also briefly 

mentions structural impediments to better access.  Section 4 provides an overview of programs in 

support of SME finance, the implementation effectiveness, and the associated costs. Sections 5-7 present 

recommendations. 

III.The SME finance gap 
 

a. The development of finance in Chile 

 

22. Chile has a well-developed financial system underpinned by sound economic policies, though 

bank credit remains below its expected value (Figures 3 and 4). Since emerging from a crisis in the 

1980’s, Chile has pursued good macroeconomic policies enabling financial deepening.  Reforms in 

support of private pension savings and capital market development enabled Chile to achieve a stock 

market twice the size (as a share of GDP) of the median OECD country. Bond markets are also well-

developed, whereas bank credit is somewhat modest at 77 percent of GDP. A simple model based on 

income level and other country characteristics2 suggests that bank credit as a share of GDP should be 10 

percentage points higher than it is. The low bank credit may partially reflect that medium and larger 

companies can access capital markets.  

 

23. Alternative financing mechanisms such as leasing and factoring are well developed (Figures 5 and 

6). Leasing offers an attractive option to manage credit risk with smaller and opaque enterprises and was 

promoted in Chile through official funding support. Since initiated in the 1990’s factoring has become an 

important product offered by both banks and non-banks. 

24. Major financial institutions in Chile have good access to long term finance. Banks’ funding from 

bonds account for 17 percent of total bank liabilities and equity. The average residual maturity of bonds 

issued by Chilean banks was 9 years as of June 2014. The average real interest rate that banks pay for 

these bonds was 3.43% as of June 2014.3,4 In addition, 10 of the 18 banks present in the country have 

issued stocks in the local stock exchange. Some institutions are owned by large international banks and 

 
2 The expected value is based on the World Bank’s FinStats model.   
3 As reference, the average market price of long-term bank bonds denominated in UF is 2.88%. Central Bank bonds 
in UF of similar maturity have a market price of 1.56% (Source: Santiago Stock Exchange).  
4 More than 95% of bank bonds are denominated in UF. 
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prefer parent funding to to domestica capital market funding. The capital market access, however, does 

not extend to smaller NBFIs. 

Figure 3:  Bank credit to the private sector in percent 
of GDP 

Figure 4:  Capital market depth (stock market 
capitalization in percent of GDP 

  
Source: WDI, IFS, WEO Source: WDI 

 
Figure 5:  Annual leasing volume (as % of GDP) Figure 6:  Total Factoring Volume (as % of GDP) 

  
Source: FinStats 
 

25. Financial institutions’ access to long term finance does not appear to translate into long term 

financing of small enterprises as small loans are predominantly short term. The share of SME’s short-

term loans (original maturity less than one year in total SME loans stood at 58.1% in 2013, indicating that 

loans were mainly being used as working capital.  

26. Bank loans are still predominantly to large enterprises, but the trend has been of a shift toward 

smaller borrowers (Figure 7). Between 2009 and April 2014, total loans in real terms grew by 40 percent, 

while loans in real terms for micro, small and medium-sized borrowers grew by 93, 57 and 44 percent 

respectively in the same period. The number of borrowers, as expected, concentrate in the smaller 

brackets, with almost 726,000 micro-borrowers, 247,000 small borrowers, and 39,500 medium-sized 

borrowers, while large borrowers are below 17,000. Small borrowers have grown the most between 2009 

and April 2014, increasing by 75 percent, while the number of borrowers in other brackets has grown 

between 29 percent (micro-borrowers) and 45 percent (large borrowers).  
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Figure 7.  Distribution by value of loans by loan size Figure 8.  NPLs by loan size 

 
 

Source: SBIF. Note for Figure 7: (a) Microborrowers: debt up to 500 U.F. (approx. USD 20,000); (b) Small borrowers: debt between 500 U.F. 
and 4,000 U.F. (approx. USD 162,000); (c) Medium borrowers: debt between 4,000 U.F. and 18,000 U.F. (approx. USD 730,000); (d) Large 
borrowers: debt greater than 18,000 U.F. The amount of debt used for this classification corresponds to the maximum value of available 
historic debt. 

Note for Figure 8: NPLs are defined as those loans past due at least 30 days. 

27. Credit risk has been stable with a marked 
difference between large enterprises and SMEs (Figure 
8). A good analysis would identify historic credit losses by 
enterprise size, sector, collateral, loan age, and loan 
maturity.  The SBIF credit registry has the data, but it was 
not available to the World Bank team.   

 
28. Lending to SMEs remain is concentrated with a few 
financial institutions (Figure 9).  One of these is the state 
owned Banco Estado, which has a strong focus on micro 
borrowers.  Even for medium enterprises, the four largest 
lenders account for 64 percent of the market share based 
on those loans guaranteed by CORFO.  

Figure 9.  Market concentration CORFO guaranteed 
loan 

 
Source: CORFO. 

 

b. The SME sector in Chile and its access to finance 

 

29. With over 4 million jobs, SMEs provide half the jobs in the enterprise sector in Chile and are thus 

important for shared prosperity (Table 1).  The local SME definition includes firms with annual turnover 

below about $4.4 million, which is small vis-a-vis international comparators. 
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Table 1.  Distribution of firms in Chile, by size, 2013 

 Number 
of firms 

Share 
of total 

(%) 

Number 
of 

workers 

Share 
of total 

(%) 

Micro (<$105k) 603,187 74.2% 1,091,206 12.6% 
Small (>$105k and <$1.1M) 171,237 21.1% 1,724,352 20.0% 
Medium (>$1.1M and <$4.4M) 25,737 3.2% 1,445,538 16.8% 
SMEs (<$.4.4M) 800,161 98.4% 4,261,096 49.4% 
Large (>$4.4M) 12,724 1.6% 4,367,903 50.6% 
Total 812,885 100.0% 8,628,999 100.0% 

Source: Servicio de Impuestos Internos, Chilean tax authorities. 

 
30. Many firms in Chile have lines of credit, and SMEs quote access to finance a constraint less often 

than in peer countries (Figures 10 and 11) partly as a result of public support. Just 10 percent of small 

firms consider access to finance to be a major constraint, much lower than the percentage for medium-

sized enterprises (25%) and large firms (16%). The share of firms with a bank loan exceeds that of high-

income OECD countries for all firm sizes. Chile also has probably the world’s most developed PCG 

schemes and a state bank, Banco Estado, providing loans to many small firms. This support has 

undoubtedly contributed to the extensive access.  

Figure 10.  Percent of firms identifying access to finance 
as a major constraint 

Figure 11.  Percent of firms with a bank loan/line of credit 

  
Source: World Bank Enterprise Surveys 

 

31. Small firms are relatively well served by checking accounts and lines of credit, whereas leasing 

and factoring is used more by larger firms (Table 2). Small firms often rely on retailer (store issued) credit 

cards, which carry high interest rates.  

 

32. Smaller firms use bank credit less than larger ones, and across firm size loans are mostly used for 

working capital purposes (Figures 12 and 13). Most of the loans were provided by banks (96% for small 

companies and 100% for medium-sized companies), whereas for microenterprises, 8% of loans were 

provided by micro-finance institutions (MFIs). Among firms that did not have a loan, a great majority 

reported not needing it or not having asked for it. Loan rejection by lenders or unsatisfactory conditions 
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was most common among microenterprises and small firms. Across enterprise size, loans are mostly used 

to finance working capital needs. Around 60% of loans are used to finance working capital, regardless of 

the size of the firm. 

 
Table 2.  Use of financial services (percentage of firms using each product) 

 Micro Small Medium Large Total 

Checking Account 62% 84% 94% 95% 75% 
Line of Credit 27% 41% 54% 53% 36% 
Credit Card (bank) 14% 19% 22% 29% 18% 
Credit Card (retailer) 11% 9% 2% 1% 9% 
Debit Card 10% 6% 9% 16% 9% 
Factoring 2% 6% 15% 20% 6% 
Leasing 1% 6% 24% 33% 5% 
Derivatives 0% 0% 3% 17% 1% 
Time Deposits 3% 6% 16% 29% 6% 

Source: Ministry of Economy, Second Longitudinal Survey to Enterprises (2011) 

 

Figure 12.  Use of credit by firms Figure 13.  Financing purposes of bank loan 

  
Source: Ministry of Economy, Second Longitudinal Survey to Enterprises (2011) 

 

33. By international comparison, a large share of Chilean SMEs use banks to finance their investments 

and working capital needs (Figures 14 and 15). Chile outperforms not only regional peers, but also high-

income OECD countries on this measure. Whereas small firms are generally more constrained, this does 

not appear to be the case in Chile.   
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Figure 14.  Percent of firms using banks to finance 
investments 

Figure 15.  Percent of firms using banks to finance 
working capital 

  
Source: World Bank Enterprise Surveys 

 

34. For those that got rejected by a lender, lack of credit history is the most common reason 

particularly for SMEs (Table 3). Whereas only 17% of large firms reported lack of a credit history as a 

reason for not getting a loan, this percentage rose to 60% for medium-sized enterprises. Lack of collateral 

was the second most cited reason for small and medium-sized enterprises.  

 
Table 3.  Reason for rejection of credit (percentage of firms citing reason) 

 Micro Small Medium Large Total 

Lack of credit history 45% 54% 60% 17% 49% 
Insufficient capacity to pay 21% 13% 5% 24% 17% 
Firm age (too young) 11% 8% 11% 0% 10% 
Insufficient years as client of the bank 9% 3% 0% 12% 6% 
Lack of collateral 13% 19% 23% 19% 16% 

Source: Ministry of Economy, Second Longitudinal Survey to Enterprises (2011) 

 

35. A relatively low share of Chilean loans 

require collateral, and Government 

guarantees are one of the most frequently 

used types of collateral by SMEs (Figure 16 

and Table 4). Again Chile outperforms not 

only its peers but also high income countries. 

It may partially reflect the short-term nature 

of loans provided to SMEs. Of the CORFO 

guaranteed SME credit provided during 2014, 

almost 40% did not require any additional 

collateral, but 57% did require a private 

guarantor. Uncollateralized lending was 

particularly high among micro-enterprises 

reflecting the micro-finance business model.   
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Table 4.  Collateral/guarantee types provided by firms (percentage of firms with a loan providing each of 

the collateral/guarantee) 

 Micro Small Medium Large Total 

Land 16% 22% 24% 19% 20% 
Real estate 6% 8% 13% 13% 8% 
Motor Vehicles 12% 9% 4% 2% 9% 
Equipment 4% 3% 4% 4% 4% 
Private guarantor 8% 8% 17% 17% 9% 
Government guarantee (FOGAPE, CORFO) 7% 14% 10% 3% 10% 
Mutual guarantee societies 0% 0% 1% 2% 0% 
Other collateral/guarantee 0% 2% 2% 3% 1% 
No collateral/guarantee required 58% 45% 42% 52% 50% 

Source: Ministry of Economy, Second Longitudinal Survey to Enterprises (2011) 

 

36. The cost of credit for SMEs is substantially higher than for larger firms (Figures 17 and 18). The 

interest rate spread between SMEs and large enterprises was 6.2 percent for short-term loans (up to 1 

year) and 8.5 percent for long-term loans (greater than 1 year) denominated in pesos in 2013. Most 

enterprise loans are provided in pesos (79 percent), but the 10 percent that is inflation indexed has lower 

spreads between SMEs and large enterprises (1.4 percent short term and 0.1 percent for long-term loans) 

probably mostly reflecting that these loans are collateralized with real estate and thus low risk.5  

 

Figure 17.  Interest rates of micro, small and medium 
borrowers (%) 

Figure 18.  Interest rate spreads between smaller 
borrowers and large borrowers 

  
Source: OECD 

 

37. Only 42 percent of SME finance has maturity beyond one year. SMEs typically access medium term 

finance against the pledge of land and real estate or through leasing. The predominance of short term 

lending reflects that loans are mainly used to for working capital or temporary cash flow needs.  

 

 
5 Corporate loans in UF (carrying real interest rates) are given primarily at longer terms (more than 3-5 years), and 
for special purposes (i.e. commercial real estate). The remaining 11.3 percent of loans are provided in foreign 
currency (mostly in USD), to borrowers with income in such currency. 
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38. Credit conditions for SMEs tightened considerably in 2014 and have eased somewhat in the first 

quarter of 2015. The latest banking credit survey conducted by the Central Bank of Chile in March 2015 

shows that credit conditions for SMEs continue to tighten. Of the banks surveyed, 21.4% reported more 

restrictive credit conditions for SMEs, down from the 35.7% registered on September 2014, a figure not 

seen since March 2009. The credit tightening is reflected in higher spreads, reduction in credit lines, 

higher guarantee requirements and a higher credit risk premium.  

39. Credit is highly concentrated in the metropolitan region (Figure 19). Chile’s economic activity is 

very concentrated in the metropolitan region, but credit is even more concentrated. Chile’s five central 

regions comprise 85 percent of large enterprises and 75 percent of SMEs, but a full 92 percent of credit.  

Figure 19.  Geographical distribution of enterprises and bank credit (% of total) 

 

 
Source: IRS. RM = Metropolitan region. Distribution is shown from north to south of 
the country (see map in the right), considering the official breakdown by regions. 

 

40. In conclusion, the SME finance challenge in Chile relates to price and maturity rather than to 

general access. The one aspect of access that may be relevant is geographical location with a strong 

concentration of credit in the Santiago metropolitan region. The price and maturity gap likely reflects a 

combination of factors including greater credit risk with SMEs, the fixed costs of lending to SMEs, which 

must be amortized on a smaller loans amount, possible capitalization constraints in some SME, and 

institutional impedements to SME finance discuseed in the following section.  
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c. Institutional impediments to SME finance 

 

41. Good credit information is important for credit to small enterprises, and such information is 

relatively weak in Chile. Globally comparative data is available only for individuals (Figure 20), but they 

illustrate a situation where a public registry operated by SBIF provides exposure information on many 

entities, but with limited information.  Private credit bureaus offer better information depth, but they 

cover only a small share of small enterprises. Other factors affecting credit information include 

informality; the proper identification of SMEs and their owners; transparency of SMEs, and polices and 

rules regarding the potential use of data. Highlighting the importance of credit information for SMEs, the 

International Committee on Credit Reporting (chaired by the World Bank), in 2014 issued a report on 

“Facilitating SME financing through improved Credit Reporting”. 

 

 

Figure 20.  Coverage of Credit Information 

 
Source: World Bank Doing Business Survey 
 

42. The credit reporting industry started to be developed early in the last century (twenties) through 

the Boletín de Información Comercial (BIC). In the late seventies credit bureaus started to operate. 

Negative information is centralized by the Santiago Chamber of Commerce (CCS). The information shared 

is negative and composed of protestos on cheques, promissory notes and bills of exchange (25 percent 

of all information) and negative loan information provided by financial institutions and retailers (75 

percent). All this negative information is compiled by the CCS into a monthly bulletin called the Boletín 

de Información Comercial (BIC) and other databases (INFOBANCA, INFOCOM). All the negative 

information compiled by the CCS is sold (through individual agreements) to credit bureaus and also 

directly to some creditors. 

 

43. Despite the existence of several credit bureaus operating in the market-Equifax, Sinacofi and 

TransUnion- the main problem affecting efficiency of credit reporting in Chile is the absence of positive 

information in the credit bureaus operating in the country.  Commercial banks use credit data and credit 

decision tools such as credit scoring6 to manage their consumer portfolios, but these tools have yet to be 

 
6 Credit scoring models include only positive and negative data from banks but not from other types of creditors.  
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refined and penetrate the small business and micro lending market. The lack of sharing positive 

information precludes a proper assessment of credit risk limiting the effectiveness of credit scoring 

models which could possibly lead to consumer over-indebtedness. 

 

44. The SBIF holds information on large exposures but such information only provides a “snapshot” 

of the current situation of the borrower impeding financial institutions access to the borrowers’ credit 

history.  Every month the current data replaces the data sent by the institutions on the previous month. 

 
7 Moreover, the disparity between developed and developing country banks likely reflects greater SME informality 
and lack of reliable financial information on them in developing countries, thus making banks in such countries 
even more reliant on credit history information. 

Box 1:  Credit Information and Access to Finance 

 
Credit reporting systems’ basic objective is to address information asymmetries, which is crucial for 
determining repayment capacity and repayment willingness. Credit reporting can therefore be 
extremely valuable to creditors for enhanced, fact-based credit risk assessments, and in this sense can 
also be seen as a tool to facilitate access to financing, including by SMEs. However, while credit data 
and other relevant information on large corporations and on individuals is generally broadly available 
in one or more credit reporting service providers (CRSPs) in a country, this is usually not the case for 
information related to SMEs. 
  
In this context, enabling and/or improving the flow of such credit data and other relevant financial 
information on SMEs can contribute in alleviating the credit constraints faced by SMEs. In other words, 
ensuring creditors have easy access to accurate, meaningful and sufficient information on SMEs in a 
systematic and timely manner would enhance their ability to assess SME creditworthiness, and hence 
could improve SME access to financing.  Indeed, studies like those of Beck et al (2008a), which surveyed 
banks to identify the primary reasons the SME segment is not better served, confirm the importance of 
having adequate access to credit history data on SMEs: 70 percent of developing country banks and 44 
percent of developed country banks in this survey stated that the existence of a credit bureau in their 
country facilitated SME lending7. 
 
In essence, creditors assess potential debtors, including SMEs, on the basis of two broad criteria sets: 
i) the financial capacity or ability of the debtor to repay the credit facility or loan; and, ii) the willingness 
of the debtor to repay the credit/loan. More specifically, repayment capacity refers to whether the SME 
(or any other debtor) will be able to repay according to the terms and conditions of the credit/loan 
contract. Repayment capacity is typically determined taking into account the prospects of the SME’s 
business, and often also the prospects for the broader market segment or niche in which the SME is 
participating. Repayment willingness, on the other hand, is inferred based on the SME’s historical 
repayment patterns with regard to previous contractual financial obligations, including trade credit, 
loans and other forms of financing. Payment performance with regard to some non-financial obligations 
(e.g. payment of taxes, utilities) may also be included. 
 
Enhancing Credit Reporting Systems and availability of credit could contribute to enable SME financing.  
In this context there are certain aspects to be taken into consideration; a) data quality, b) identification 
of critical data sources c) an adequate legal and regulatory framework and d) consideration of cross- 
border lending.   
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45. Competitive provision of credit to SMEs is facilitated by efficient collateral enforcement system, 

and in Chile they could be improved (Figure 21). A well-functioning collateral enforcement system 

requires both an effective legal framework and a registration system that provides for low cost electronic 

registration. Relative to the strong development of the financial sector in Chile, the legal rights in secured 

transactions as measured by the Doing Business Report are quite weak. Addressing it therefore has 

potential to improve access to finance.  

46. Efforts are underway to strengthen the system for secured transactions. The Ministry of Economy 

is working with the World Bank Group on designing a reform to both the legal and registration systems.  

Figure 21.  Legal rights of borrowers and lenders in secured transactions  

  
Source: World Bank Doing Business Survey 

 

IV.Chilean support programs in support of SME finance, their effectiveness, 

cost, and relation with the business cycle 
 

47. Enhancing programs require consideration of the scope of existing programs, their 

complementarity, ability to reach the target group, their cost effectiveness, and their ability to be 

countercyclical. The following sub-sections address these dimensions. 

a. Support programs overview 

  

48. Multiple official institutions offer a variety of programs to support finance for Chilean SMEs. 

(Figures 22, 23 and 24, Box 2, Annex Table 1, and Annex Table 2). Partial credit guarantee (PCG) 

programs are the most important ones, which address the lack of collateral by SMEs in Chile, providing 

credit risk mitigation for financial intermediaries. Currently, there are five credit guarantee programs 

tailored to SMEs, three of them administered by CORFO8, Chile’s development agency, one by Reciprocal 

Guarantee Societies (whose guarantee funds are funded by CORFO), and one by FOGAPE (Guarantee 

Fund for Small Entrepreneurs), a state fund administered by Banco Estado, a state-owned bank. In 

addition, there are other initiatives (loans, grants, subsidies) provided by government institutions 

 
8 This section will focus on CORFO’s FOGAIN program (guarantee for investment and working capital). The CORFO 
Guarantee for Foreign Trade (COBEX) and the CORFO Guarantee for Refinancing are relatively small in size 
(compared to FOGAIN) and have similar features. 
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(including CORFO) which, in some instances, are directed to micro-entrepreneurs from particular sectors 

of the economy (mining, agriculture, etc.).  

Box 2:  PCG programs in Chile 

 
FOGAPE (Guarantee Fund for Small Entrepreneurs): is a state fund administered by Banco Estado 
(state-owned bank). It is designed to provide partial credit guarantees to loans issued by commercial 
banks to micro and small enterprises. It functions as a classical guarantee fund, sharing the risk of 
default on eligible loans and charging a guarantee premium. Banks select those loans that they wish 
to guarantee and FOGAPE only checks whether they meet the eligibility criteria. A difference with the 
FOGAIN program is that guarantees under FOGAPE are auctioned among banks based on coverage 
rates and guaranteed amounts. 
 
FOGAIN (Guarantee Fund for Investment and Working Capital): is a state fund administered by 
CORFO. It provides partial credit guarantees to loans issued by commercial banks to micro, small and 
medium-sized enterprises. It functions as a classical guarantee fund, sharing the risk of default on 
eligible loans and charging a guarantee premium. Banks select those loans that they wish to guarantee 
and FOGAIN only checks whether they meet the eligibility criteria. Unlike FOGAPE, FOGAIN offers an 
open window for accessing guarantees. 
 
IGR: these are private funds administered by Reciprocal Guarantee Societies (RGS). These funds 
provide partial credit guarantees to loans issued by commercial banks to micro, small and medium-
sized enterprises. The mechanics of this program are somewhat different from FOGAPE and FOGAIN. 
IGRs issue guarantee certificates to eligible beneficiaries for them to get a loan with a financial 
intermediary. The certificate partially guarantees the amount of credit obtained by the borrower, and 
a guarantee premium is paid by the final client. CORFO has provided most of the resources for the 
formation of these funds, in the form of loans, and capital from private investors represents only 9% 
of assets. 
 
More details on each program are included in Annex 2. 
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Figure 22.  SME support programs by institution (% of 
total loans supported in 2013) 

Figure 23.  SME support programs by type (% of 
total loans supported in 2013) 

  
Figure 24.  SME support programs by beneficiaries (% of 

total loans supported in 2013) 
 

 

 

Source: CORFO, FOGAPE, FOSIS, SERCOTEC, INDAP, ENAMI. 

* Large enterprises in this category are those with annual sales between UF 100,000 and UF 150,000 
‡ Does not include the exporters served by FOGAPE 
Note: SERCOTEC’s program is not included due to the lack of data on amount supported 

 

49. The programs focus on the smallest enterprises and on short to medium term finance. In 2013, 

more than 80% of FOGAIN guaranteed loans were provided to micro and small enterprises, while that 

number reached 63% for IGR. FOGAPE does not guarantee loans to medium sized enterprises9, and most 

of the loans, grants and subsidies provided by government institutions are directed to micro and small 

enterprises. In terms of maturity, FOGAPE has the lowest average loan maturity among guarantee 

programs, with 21.3 months for 2013, followed by FOGAIN with 27.6 months and IGR with 30.3 months.10 

Loans to micro and small enterprises funded by CORFO had an average maturity of 11.2 months in 2013. 

 

b. Support program implementation effectiveness 

 

50. The PCG programs in Chile are substantial with 150,000 operations per year that support a credit 

volume of about US$4.4 billion (CLP 2.6 trillion) reaching more than 100,000 Chilean SMEs (see Table 

 
9 In response to the global crisis, in 2009 FOGAPE was authorized to extend guarantees for loans to medium and 
large firms, which were gradually phased out. 
10 Less than 4% of FOGAIN and IGR guaranteed loans are for maturities longer than 5 years. 
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5). FOGAIN is the biggest program with the largest average loan size (at around US$ 40,000). FOGAIN has 

a moderately longer average maturity of 2.3 years, compared to 1.8 years for FOGAPE. It reflects partly 

a longer maturity limit of 20 years for FOGAIN as opposed to 10 years for FOGAPE, and partly that FOGAIN 

also serves medium-sized enterprises, which lenders are more comfortable lending to with medium term 

finance. FOGAIN has a lower average guarantee coverage ratio11 at 58% than FOGAPE’s 79 percent, which 

is close to the limit of what is prudent.  The operating models are different as FOGAIN offers 

intermediaries an open window to access FOGAIN’s guarantees, whereas FOGAPE auctions its available 

guarantees in bulk.12 

       Table 5. Main indicators of guarantee programs supporting SME finance, 2013 (amounts in CLP million) 

Program 
name 

Number of 
Operations 

(1) 

Total Credit 
Amount (2) 

Share in 
local 

currency 

Share 
inflation 
indexed 

Average 
Loan Size 

(2)/(1) 

Total 
Coverage 

Amount (3) 

FOGAPE 48,488 598,271 93.8% 4.7% 
                       

12.34  470,527 

FOGAIN 85,802 1,882,075 93.9% 5.9% 
                       

21.94  1,085,631 

IGR 8,165 162,546 68.9% 23.2%   19.91                   159,114 

Total 142,455 2,642,892    1,715,271 

 

Source: CORFO, FOGAPE. 
/1 Average ratio of guaranteed credit overdue more than 30 days (%). 

 

51. FOGAIN grew strongly in response to the crisis and is now the biggest program, but its growth 

was partially at the expense of FOGAPE. FOGAIN really took off in 2011, when the program was extended 

to working capital loans with maturities shorter than 36 months. Therefore, in 2011, the credit amount 

increased eightfold, and the number of beneficiaries and operations by 20 times13 (see Figures 25, 26 and 

27). Conversely, the average maturity of the program decreased from 71 months in 2010 to 36 months 

in 2011, and to 28 months in 2012, closer to the average maturities of FOGAPE. As FOGAIN volumes 

expanded, FOGAPE’s decreased, showing a significant degree of substitution between the two programs. 

 
11 Amount covered by the guarantee as a share of the loan amount. 
12 Intermediaries submit bids indicating the amount of guarantee they want to receive and the maximum coverage 
ratio. The bids are selected by the lowest coverage required until the total amount auctioned has been assigned. 
13  Considering only guarantees for loans greater than 36 months, credit amounts increased threefold, and 
beneficiaries and operations increased 10 times.  

Program 
name 

Average 
coverage 

ratio (3)/(2) 

Average loan 
maturity  
(months) 

Average 
Interest 
Rate in 

CLP 

Average 
Interest 

Rate in UF 

Non-
performing 
guarantees 

/1 

Number of 
Beneficiaries 

FOGAPE 79% 21.3 N/A N/A 10.4% 32,193 

FOGAIN 58% 27.6 13.0% 8.4% 6.3% 62,379 

IGR 98% 30.3 11.3% 9.2% 5.0% 7,592 

Total      102,164 
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Figure 25.  Total Financing 
Amounts (in CLP thousands) 

Figure 26.  Number of beneficiaries Figure 27.  Number of operations 

   
Source: CORFO, FOGAPE. 

 

52. The guarantee programs are not substantially differentiated across economic sectors (Table 6), 

but they do have sectoral biases vis-à-vis total credit in the country. Almost a third of total operations 

with guarantees from any of the three programs (FOGAIN, FOGAPE and IGR) go to SMEs belonging to the 

trade sector although its share in total credit is only 16 percent. Compared to the overall sectoral 

distribution of credit to the private sector, guarantee programs appear to have a focus on sectors with 

intensive use of working capital (trade) and purchases of fixed assets (transport). On the other hand, 

these programs do not focus their efforts in the services sector. 

 

Table 6. Number of operations by economic sector (% of total) 

Sector FOGAIN FOGAPE IGR 
Total 
banking 
sector 

Trade 29.5% 28.0% 32.3% 16.1% 

Construction 14.2% 10.2% 14.6% 12.2% 

Transport and telecoms 22.0% 14.7% 14.6% 5.5% 

Services 17.2% 23.7% 18.6% 44.2% 

Agriculture and fishing 9.3% 16.4% 8.2% 7.4% 

Industry and manufacturing 6.0% 6.1% 9.2% 8.3% 

Other 1.8% 1.0% 2.5% 6.3% 

Source: CORFO 

 

53. The IGR program is small in size and has weaker efficiency. Credit amounts, number of operations 

and number of beneficiaries represent less than 10% of the total. The average maturity of guaranteed 

loans is slightly higher than that of FOGAIN. Moreover: 

i) The IGR program has higher transaction costs (guarantee fee of 3.5% compared to 1% for 

FOGAIN and 2% for FOGAPE);  

ii) The IGR program involves an additional intermediary, as SMEs must interact with both the 

reciprocal guarantee society and the lender. The SME has to obtain a guarantee certificate 

from the IGR of their choice, and then uses that certificate to get the loan from a financial 
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institution that accepts it. Under the other guarantee programs, the financial institutions get 

the guarantee directly from the guarantee provider; 

iii) The reciprocal guarantee societies do not find customers and originate loans, which would 

have justified the interaction with the SME. 

iv) The IGR program does not appear to offer a material pricing benefit vis-à-vis FOGAIN and 

FOGAPE.  Banks indicate that they charge similar interest rates regardless of the guarantee 

chosen; and 

v) Increase in collateral mobility has not materialized as expected. One of the foreseen benefits 

of the IGR program was to provide greater mobility and divisibility of collateral for SMEs as 

IGRs would issue guarantee certificates for different portions of the same collateral. However, 

in practice IGRs typically take the SME’s entire collateral for a single guarantee certificate. 

54. IGRs fall under SBIF oversight, but regulation and supervision are light. The IGR law14 establishes 

that IGRs and their guarantee funds fall under the supervision of the SBIF.  It bases its supervision on 

external assessments done by auditors or risk rating companies, and on the compliance of the law. SBIF 

receives periodical information from IGRs (financial statements, external assessment reports, internal 

control reports, etc.), but does not carry out onsite supervision, and nor does it systematically require 

prudential information of IGRs and their guarantee funds. External assessments classify IGRs in two 

categories based on their risk management and solvency, and to date all IGRs have been always classified 

in the “favorable” category. IGRs do not follow IFRS, their financial statements and the external 

assessments are not publicly available, and no prudential requirements have been set by the SBIF. 

55. Impact evaluation is beyond the scope of this report, but studies in Chile have found encouraging 

impacts on access to finance15. Robust impact evaluations are scarce globally due to their costs, and Chile 

is one of the countries where evaluations have taken place. One paper found that an increase of one 

peso of PCG available to a lender is associated with: an increase of 0.65 peso in credit to SMEs, an increase 

in the amount of credit for new borrowers of US$ 0.21, an increase in the amount of credit for existing 

borrowers of US$ 0.44. It also found that 12 months after a loan with a PCG was given the delinquency 

rate was up by 1.5% compared to non-guaranteed loans. 

c. The pricing and cost of PCG programs 

 

56. The pricing, cost, and sustainability of the programs are essential in assessing whether they are 

worthwhile schemes.  The benefits in terms of expanding access and loan terms as well as improving the 

functioning of the financial sector must be balanced against the cost and risks that the Government 

assumes.  

 
14 Law N° 20.179 from 2007.  
15 See for example Kevin Cowan, Alejandro Drexlerb, Alvaro Yanez, “The Effect of Credit Guarantees on Credit 
Availability and Delinquency Rates” and Larraín, C. y Quiroz, J. (2006), “Estudio para el fondo de garantía de 
pequeños empresarios, Banco del Estado.” 
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57. The pricing mechanisms differ across the three schemes. FOGAIN charges an average of 1.6 

percent per year of the guaranteed amount, and the rate varies based on the individual financial 

institution’s credit loss history.  FOGAPE charges up to 2 percent per year of the guaranteed amount 

similarly varying the rate across financial intermediaries. The IGRs set a variety of prices averaging 3.5 

percent of the guaranteed amount. The terms of the schemes are elaborated in Annex Table 2. 

58. FOGAIN and FOGAPE are close to being sustainable though they do not provide high returns, 

whereas the IGRs are expensive. FOGAIN and FOGAPE operate with close to zero net income.  In 2013 

FOGAPE incurred a loss, but in 2012 had positive net income including operating expenses. FOGAIN had 

large losses in 2014 and 2015, but they reflected delayed loss recognition.  FOGAIN is projected by CORFO 

to reach financial sustainability in the next 3 years. The delayed loss recognition is leading to losses in 

2014 and 2015, but reasonable projections suggest sustainability in future years16 (Table 7). Net income 

is expected to be positive in 2016 and continue to grow in the following years. Whereas a low return is 

appropriate for a public policy instrument, it does not make it a viable private sector investment. The 

cost of the IGR schemes are elaborated further below.  

Table 7. Actual and projected results of FOGAIN (in million CLP) 

Concept 2012 2013 2014 2015(p) 2016(p) 2017(p) 2018(p) 

Guarantee fee income 18,091 21,587 21,232 23,635 26,805 28,641 30,605 

Return on investments 8,237 9,079 12,930 11,974 11,819 11,889 12,180 

Recoveries 377 636 1,646 0 0 0 0 

Gross income 26,705 31,302 35,808 35,609 38,624 40,530 42,785 

Less: guarantees paid out 193 9,775 44,567 46,319 38,368 38,001 33,197 

Net income 26,512 21,527 -8,759 -10,710 256 2,529 9,588 

Source: CORFO.                

59. The main cost of the PCG programs is credit losses, which for FOGAIN and FOGAPE appear 

manageable with NPL ratios around the overall NPLs for small and medium borrowers. As of June 2014, 

almost 25% of loans to small and medium borrowers are guaranteed by one of the main three guarantee 

programs outlined above. Compared to the overall NPL ratio (overdue more than 30 days17) of 8% for 

small borrowers and 6.4% for medium borrowers, the NPL ratio of guaranteed loans appear manageable.  

60. Credit losses have increased significantly in the past 2 years, in particular in small enterprises and 

loans with longer maturities, but partly the increase reflects delayed loss recognition. FOGAIN credit 

losses increased in 2013, and jumped dramatically in 2014. Partly it reflects delaying recognition of losses 

 
16 The main assumption for the projections are: i) an average guarantee fee of 1.6% (based on average overdue 
and default ratios of financial intermediaries participating in the program); ii) an average return on investments of 
5% (based on historical returns); iii) a recovery rate of 0% (conservative approach) ; iv) an average default rate of 
5% per originating year (except loans originating in 2012 and 2013, with an average default rate of 7%); and v) an 
average growth in guaranteed credits of 15% for 2016, and of  6.8% for 2017 and 2018. 
17 30 days were used, because the more common ratio of loans more than 90 days overdue over total loans was 
not comparable across guarantee programs. 
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being addressed and thus losses having accrued in the past were recognized. The loss recognition delay 

appears now have been addressed.  

61. The IGR guarantees have experienced large credit losses (Figure 28) and operating losses. In 2014, 

credit losses (guarantees paid out) as a share of total outstanding coverage amount amounted to 7.2 

percent for the IGR program, compared to 3.5 percent for FOGAIN.   

Table 8: IGR financials and CORFO exposure 

  IGR financials   CORFO exposure 

  
Assets, 
mill. US$ 

Equity/ 
assets 

Accumulated 
profits/assets   

Share of IGR 
assets 

Share of IGR 
equity 

IGR I 110 6% -3%   92% 14.2 

IGR II 15 -6% -15%  103% -18.3 

IGR III 96 13% 4%  85% 6.8 

Total 225 8% -1%   90% 10.8 

Source: IGR financial reports 

 
Figure 28.  Credit losses by guarantee program, % of program 
coverage amount 

 
Source: CORFO 

 

62. The credit losses have undermined not only profitability, but also solvency (Table 8 and figures 

29 and 30).  Accumulated profits are negative for the IGR programs I and II in aggregate, and few of those 

funds now have equity amounting to 8 percent of assets. Guarantee funds under IGR III (with a couple of 

exceptions) have so far posted accumulated profits, thus more or less maintaining their equity levels. 

 

63. The poor performance of the IGR scheme reflects an original design with excessive moral hazard, 

but the schemes have improved over time. The IGRs were weakly capitalized with most of the funding 

being credit lines from CORFO18.  In the 3rd iteration of the scheme, IGR III, more substantial assumption 

of risk by the fund managers was introduced. Recently in response to the deteriorating performance, 

 
18 Under the first stage of the program (IGR I), CORFO provided credit lines with 15 year grace periods and a bullet 
structure with one single payment at the end of year 35, and with an annual interest rate of 5 percent contingent 
on the guarantee fund having profits. The IGR II program was similar. In the IGR III program the credit lines were 
provided with 2 years of grace and an annual interest rate of 3.6 percent, with annual interest payments after the 
grace period and 5 annual principal payments from year 16 to 20. 
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CORFO introduced a new model, IGR IV, in which the funds will be held by CORFO and risk is shared more 

equally between CORFO, the guarantee fund manager, and the lender. 

64. The losses of the IGRs are insufficiently recognized (Figure 29), and solvency problems are deeper 

than they appear. In the financial reporting by IGRs, non-performing loans for which guarantees have 

been paid are recorded as an account receivable without impairment (i.e. at full value). This overstates 

equity. Adjusted figures assume that such receivables will have a 80% recovery rate for collateralized 

loans and a 10% recovery rate for uncollateralized loans.  

65. The weakened solvency has exacerbated the moral hazard problem that led to insolvency putting 

the loans from CORFO at greater risk.  With equity diminished as a result of credit losses, CORFO funding 

exceeds 90 percent in many of the IGR I and IGR II program funds based on the overstated official data.  

The equity owners who manage the funds stand to lose little if the funds incur further losses, and 

addressing this situation is a priority.   

Figure 29:  Equity/assets of IGR funds 

 
 

Figure 30:  CORFO funding/IGR funds’ assets 

 
Source: IGR financial reports. 
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d. Cyclicality of SME finance support 
 
66. Because the PCG programs in Chile are so large, counter-cyclicality can serve not only a macro-

stabilizing purpose, but it can also better serve the PCGs’ development objectives.  Credit, and SME 

credit in particular, is cyclical and exacerbates economic cycles19, and counteracting it through the PCG 

programs therefore serves a macro-economic purpose.  The credit constraint imposed on SMEs is 

similarly cyclical, and the development impact is therefore greater when the economic growth is slow. 

As a result both advanced and emerging countries established or expanded PCG programs in response to 

the global financial crisis.  

 

67. In response to the global financial crisis, policy makers relaxed the terms for FOGAPE and created 

FOGAIN to ease access to finance for SMEs and sustain growth (Figures 31 and 32). FOGAPE was made 

available to medium and large firms; a policy that was then gradually phased out.  When economic 

growth and credit growth decelerated in 2009, financing supported by PCGs still grew strongly at 60 

percent.  

 

68. However, the negative correlation between credit growth and PCG support has been far from 

perfect. Disentangling the effects of supply factors, demand factors, and the effects of support schemes 

can be difficult.  However, a scheme can be considered countercyclical when the terms improve while 

growth is slow and vice versa. FOGAIN with a fixed price and a fixed coverage takes greater credit risk for 

the same price when growth is slow and thus it could be argued has built in counter cyclicality. FOGAPE 

auctions guarantees at a fixed cost letting lenders bid based on the coverage ratio20, so for a given amount 

auctioned the coverage is likely to increase when growth is slow and loan demand is weak.  Thus, its 

terms would improve when growth is slow and thus be countercyclical.  The recent cyclicality of FOGAPE 

and FOGAIN is strongly influenced by policy decisions and therefore cannot be used to measure their 

intrinsic cyclicality.  

 
Figure 31.  Growth in financing amounts (FOGAPE, FOGAIN 

and IGR) 
Figure 32.  Coverage ratios 

  
Source: CORFO. 
/1 Share of banks reporting tightening SME credit supply (rhs) 

 
19 See for example Ben S. Bernanke, Mark Gertler, and Simon Gilchrist, 1999, “The Financial Accelerator in A 
Quantitative Business Cycle Framework,” in: J. B. Taylor and M. Woodford (ed.), Handbook of Macroeconomics, 
Vol. 1, chapter 21, pp. 1341-393. 
20 The share of loan principal covered by the PCG.  
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V.Recommendations for enhancing the efficiency of support programs  

a. Address overlaps between FOGAPE and FOGAIN 

 

69. The best solution would be a merger of the two programs. A merger would create a single 

comprehensive offer to the users of the guarantee and would benefit from operational efficiencies.  This 

would require a change to the law under which FOGAPE is established.  

70. A second best solution would be optimum collaboration and coordination on operational 

processes, products, risk management, monitoring and evaluation. Well-coordinated operational 

processes vis-à-vis credit institutions would for example align the reporting requirements to lenders and 

the requirements imposed on collection efforts before a guarantee can be triggered.  Uniformity not only 

simplifies the usage by lenders, but it also ensures that the programs do not compete by letting reporting 

requirements and collection efforts unnecessarily deteriorate. FOGAIN could segment the PCG market 

by providing complementary products (for example by firm size, maturity, or loan size). For example, 

FOGAIN could be targeted more toward medium term finance and possibly to lower interest rate lending 

as these appear to be where the large gaps in SME finance in Chile persist. Risk management, program 

monitoring, and impact evaluations as well as program design requires a perspective across FOGAIN and 

FOGAPE due to their current overlap. By sharing data and undertaking joint monitoring exercises, and 

more comprehensive and higher quality analysis can be achieved.  

b. Phase out the IGR program 

 

71. The IGR I-III programs should be phased out in a cost effective manner. The weakly capitalized IGR 

funds are posing a financial risk to CORFO in excess of US$ 200 million. It does not appear to have 

achieved to the collateral mobility as originally intended, and reportedly only one fund actively originates 

new clients whereas others rely on bank originated clients. Most SMEs benefitting from the IGRs are 

originated by banks, the team did not see evidence that they were serving a unique segment. With 

FOGAIN and FOGAPE as alternatives already in place, the IGR program is unnecessary. The transition to 

IGR IV appears to lead to much better management of risks and should be pursued as a matter of priority. 

72. The SBIF should ensure better transparency and quality of financial reporting by the IGRs, and 

the IGRs should not allowed to remain undercapitalized.  It is understandable that the IGRs are not an 

area of focus for on-site supervision by SBIF, and they could continue to rely on external auditors.  

However, ensuring good accounting practices and public disclosure is necessary.  The supervision should 

also ensure that undercapitalized IGRs are resolved.  

c. Strengthen rule based counter-cyclicality in PCG programs 

 

73. The terms of credit guarantees could be explicitly tied to indicators of cyclicality in credit.  Such 

rules do not preclude discretionary measures when economic conditions change materially, but they 

reduce the need for policy intervention, support macro stabilization, and possibly enhance the 
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development impact. Terms to alter could be chosen among price, maturity, eligible enterprises, the 

amount auctioned (for FOGAPE) and the coverage (for FOGAIN). 

74. Rule-based cyclicality requires measuring the cycle and identifying PCG term to be altered.  The 

most obvious cyclicality metric is a measure of credit to SMEs as a share of GDP. Based on growth in that 

indicator, the conditions for PCGs could be relaxed or tightened.  For FOGAIN, which has an ‘open-

window’ operating model, the conditions could be price, PCG coverage, or SME eligibility criteria.  For 

FOGAPE, which auctions coverage with buyer bidding based on coverage, the conditions could be price, 

volume of guarantees auctioned, and SME eligibility criteria. Planning would be required to ensure that 

sufficient capital is available to expand the program when growth is slow.  

d. Explore a dedicated post-disaster risk specific SME PCG program 

 

75. The program would address the higher credit risks in the aftermath of catastrophic events which 

can lead to contraction in SME access to credit exacerbating the economic impact of the disasters.  A 

dedicated program would put CORFO in a role of offering credit guarantees for example with increased 

coverage and a public subsidy element in order to stimulate economic recovery. The disaster-linked 

credit guarantee program for regions experiencing natural calamities such as earthquakes, volcanic 

eruptions, floods or droughts could follow the government’s decisions to declare areas disaster affected.  

Methodologically, the program would require a priori research to determine correlations between 

disaster affected enterprises and their subsequent credit default statistics, so as to be able to provide 

sufficient funding, reserves, and pricing of the products. 

e. Undertake systematic monitoring of programs and selectively evaluate impacts  

 

76. Monitoring and evaluation (M&E) can help guide CORFO’s program development and 

adjustment. The quantitative skill set needed for a credit risk management function can be leveraged to 

develop both a more advanced monitoring and evaluation of programs.  Rigorous evaluations are 

expensive and difficult to design. They should therefore be undertaken selectively and opportunistically. 

Both monitoring and evaluations will help form a basis for making changes to the programs. M&E can be 

undertaken at several levels. 

77. Using internal CORFO data monitoring of individual programs should include calculation of 

income, costs, and administration expenses. Monitoring of each program should be defined based on 

policy priorities and could include for example enterprise size, loan size, geographical location, economic 

sector, legal entity type, employment and ownership including gender.  

78. Combining CORFO’s data with the SBIF credit registry would allow for analysis of PCG’s impact on 

benefiting SMEs’ access to finance. The database will for example allow analysis of PCG schemes’ impact 

on access while benefitting from a guarantee and subsequently, pricing, default rate, and loan maturities.   

79. Combining abovementioned data with tax authority data would allow for analysis of PCG’s 

impact on benefitting SME’s subsequent economic performance.   Tax authority data offer greater detail 
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on the nature of enterprises being supported and receiving credit. They can be used to assess subsequent 

impact on SME’s economic activity including sales, investment, employment, and possibly value added.  

80. Collaboration in M&E between FOGAIN and FOGAPE will greatly improve the quality of the 

analysis. It is important to know if the control group in the analysis is receiving a PCG from another entity. 

Combining FOGAIN data with FOGAPE data not only helps expand the sample and control for substitution 

between the two programs, but it may also show how the different programs lead to different results.   

81. Changes in CORFO’s program terms could be used as experiments or alternatives to randomized 

controlled surveys, to assess economic impacts.  The programs are far too large to alter on a wholesale 

basis, which would be disruptive. Moreover, random experiments with PCGs would not be meaningful 

because they already are so widely available.  Instead whenever there are structural changes to any of 

the programs (e.g., via new instruments or institutions discussed in this report), evaluations of the impact 

on credit, enterprise output, and employment could be measured using a combination of data from 

FOGAPE, FOGAIN, SBIF, SVS and the tax authorities.  

VI.Recommendations for more competitive SME lending 

a.  Improve positive credit information possibly leveraging data of FOGAIN and FOGAPE 

 

82. The very large reach of FOGAIN and FOGAPE among small enterprises provides for a large positive 

information base on SMEs. The best solution is the development of positive credit information across 

credit providers that is made widely available. If that does not materialize, FOGAPE and FOGAIN may 

make their positive credit information data available..  

 

b. Facilitate enterprises’ access to lenders through business support centers 

 

83. Better access to credit could be facilitated through the 50 business support centers sponsored by 

SERCOTEC, a Government entity supporting enterprises with capacity building.  The  business centers 

under SERCOTEC could not only help SMEs present themselves to potential lenders, but also pre-screen 

them for eligibility for the PCG programs by FOGAIN and FOGAPE thus providing them greater confidence 

in negotiations with lenders.  

c. Encourage NBFI development and consider funding lines for such entities 

 

84. CORFO could consider offering funding for leasing and factoring companies to help them grow 

and offer a competitive alternative to the few banks currently serving the market.  CORFO has 

previously successfully supported leasing companies this way, but the sector is now predominantly bank 

owned and thus does not generate competition in loan origination.  The factoring industry has more 

independent entities, is still limited in scope in the SME sector, and companies face high borrowing costs 

and rely on short term funding.  NBFI firms could be encouraged to develop leasing if longer term funding 

was available to them.  Supporting products could include funding, guarantees, technical assistance and 

mechanisms for NBFIs to gain access to capital markets. 
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85. To develop NBFI lending CORFO would need its own adequate governance and decision making 

structure and strong financial institution risk management.  Lending to NBFIs involves greater risks and 

governance challenges.  As a result, before expanding this line of business, CORFO should consider 

revising its institutional structure, governance and risk management as discussed below.  

86. NBFI lending would also require institutional strengthening of NBFIs leveraging a well-aligned 

combination of well-designed eligibility criteria for NBFIs; the regulatory and supervisory oversight 

framework, and technical assistance to NBFIs to address any gaps. Eligibility criteria, the oversight 

framework, and the technical assistance would cover aspects of governance, risk management, 

operational processes and financial structures.  CORFO’s role would be a combination of technical 

assistance, qualification requirements, and a quasi-regulatory/supervisory role.  The report did not 

evaluate the regulatory framework for NBFI oversight, and that would be needed.  

VII.Lessons and Recommendations on state financial agency design 
 

87. CORFO has considered options for its  future institutional (and legal) structure for continuing to 

undertake support of finance for SMEs.  One option being considered is a more autonomous self-

contained state financial agency with ability to raise finance from external sources, whether it be from 

private or official/international institutions.  It could more effectively operate programs with external 

funding, allow for a more professional financial institution with strong practices in corporate governance, 

risk management, accounting and auditing, transparency and disclosures, and guard against undue 

political influence.    

a. Identify and evaluate the purpose and risks of a corporate style state financial 

institution 

 

88. The purpose of a reformed financial corporate-style agency could include not only SME finance, 

but potentially other gap sectors and auxiliary or innovative products to serve these needs from a 

wider variety of sources.  State financing agencies are typically useful for wholesale funding operations 

to financial institutions that lack access to long term funding or for large infrastructure projects. The 

purpose may well extend beyond the scope of CORFO’s responsibilities and should therefore be taken by 

the Government in the broad context of promoting financial sector development.  A comprehensive 

review of existing programs in Chile that would be better served by a self-funded finance institution is 

therefore needed.  This would not imply anything like a development bank structure but rather a 

specialize product finance agency focusing mostly on instruments of second tier support.  

Complementarity with Banco Estado, which is a full commercial bank focusing on 1st tier operations, 

should be ensured.  

89. As part of a feasibility study, global practices and experience should be reviewed to assess risks. 

Latin America has seen many problematic experiences with state financing agencies that have led to large 
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fiscal costs in the past. These lessons have been incorporated in more recent institutional designs.  The 

literature addresses these risks and also on recent experiences and good practices21. 

b.  Strengthen the risk management function  
 

90. Risk management for FOGAIN has materially improved in the past 8 months, but further 

strengthening is needed. CORFO recently had an accounting approach to analyzing the performance of 

its activities, but has begun introducing a more modern approach to better understanding risk patterns 

across time, enterprise type, sectors, intermediaries, loan size, maturity and currency denomination. It 

also needs to have a sounder actuarial basis for pricing risks and estimating potential losses and needed 

reserves.  CORFO has a large and expanding balance sheet (US$ 2.5 billion equivalent in guarantees), and 

the risk management function is not yet commensurate with the risk exposure.   

91. Particularly if lending to NBFIs is to expand, a primary objective would be to strengthen risk 

management of exposures to financial institutions. CORFO already has an exposure of US$ 1.1 billion 

equivalent in funding programs to financial institutions. This risk is much more concentrated, and a few 

failures could have material impact. Whereas the PCG program relies on good risk management practices 

of the lenders, there is no such third party assisting CORFO in its risk assessment of NBFIs.  Understanding 

risks in financial institutions is more complex that analyzing PCG risks and will require staff with such risk 

analysis.  

c. Consider sound design, financial and governance issues if establishing a self-

contained corporate financial agency 22 

 

92.  A state financial agency must have a strong initial capital base and a clear obligation to remain 

financially sustainable. A cash injection and an appropriate equity base will be needed to establish a 

credible institution.  Protecting the value of the institution’s capital must be an important mandate. 

Mechanisms should be in place to avoid lending to state owned enterprises and government directed 

lending to specific enterprises, to help protect the capital of the institution.  Moreover, it must be obliged 

to lend at a minimum, at its cost of funding or a margin above that.  If subsidized lending is a policy 

objective, it should be funded directly by the Government.  These issues are elaborated further below. 

93. To reform CORFO toward such an agency it will require institutional and corporate changes.  In 

line with good state financial agency practices this means stronger governance and balance sheet 

management.  To support such objective this would, inter alia, include: (a) a strong capital base and a 

technical solvency requirement based on actuarial models, (b) a stand-alone self-contained, and self-

funding balance sheet and income statement, reducing dependence on periodic budgetary allocations, 

(c) a mandate and policy to protect institution’s capital through risk management and value targeting, 

and (d) a methodology so that any government transfers are priced into the CORFO’s funding and 

 
21 See for example IADB (2013), “Public Development Banks: Toward a new Paradigm”.  
22 Also see “Development Banks: Role and Mechanisms to Increase their Efficiency,” by Gutierrez, Rudolph, Homa 
and Blanco, World Bank, 2011. 
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products transparently – in this context, inherent risks should not be underpriced and should be 

separated out clearly. 

94. In general the record of state financial agencies including those that operate under development 

bank structures, is not exemplary though a few institutions have proved effective.  In any case, actions 

to improve credit history availability and ability to pledge collateral might be more effective than state 

agency credit to facilitate credit access.  Direct subsidies are an alternative form of support, but some 

societies prefer developing a disciplined credit culture. Where financing needs for a shrinking sector 

diminish (e.g., a specialized industry) but small market failures persist, this might call for direct budget 

support via targeted subsidies versus having a lending agency serving the sector. 

95. State financial agency activities are often better justified when they are counter-cyclical because 

private bank risk appetite tends to be pro-cyclical.  Of course a first role is to target sectors with gaps 

while an additional crisis role entails injecting liquidity in a period of credit constraints.  Studies find that 

the most targeted sectors are micro-enterprises and start-ups, SMEs, external trade, housing, 

infrastructure, and agriculture/rural sectors.  The SME sector appears most frequently, and 60 percent 

of development banks in a recent study primarily serve that sector. During the 2008-09 crisis, for 

example, public development banks that were members of ALIDE increased their aggregate assets by 30 

percent.  Actions involved providing incremental loans, pari-passu loans with commercial banks, 

purchase of securitizations (asset backed securities including based on leases).   

96. In terms of financial balance sheet management, the capital of the state financial agencies should 

not be used to transfer government subsidies or support subsidized government policies (except where 

the capital explicitly supports less onerous lending rates, while remaining profitable).  Any government 

budget donations should be clearly accounted for in terms of the pricing of the bank’s loans to ensure 

that the cost of funding and return on lending is transparently reported. It should not be assumed that 

state financial agencies can finance riskier projects at lower interest rates, and standard underwriting 

analysis should be applied.  For example, the Business Development Bank of Canada lends to riskier SMEs, 

but at loan rates that are higher than those offered by commercial banks to less risky SMEs.  In addition, 

the Business Development Bank of Canada offers technical assistance to borrowers in the form of 

management consulting to strengthen SME entrepreneurial capacity. 

97. A mandate to maintain financial sustainability provides incentives for management and the 

board of directors to manage risks properly.  For example, NAFINSA in Mexico has a mandate to preserve 

its capital and its Board interprets this as targeting at least a zero rate of real return (after inflation).  The 

Business Development Bank of Canada must maintain a return not lower than the government’s long 

term borrowing cost, and some agencies such as EXIM Bank of India and Kommunalbanken of Norway 

need to maintain an explicit return on capital between 7-11 percent annually.23  However, financial 

sustainability targets do not prevent such agencies from acting counter-cyclically during credit 

constrained periods.  Lending to viable firms that have had credit access curtailed due to private banks’ 

 
23 “Global Survey of Development Banks,” by Luna Martinez and Vicente, World Bank, 2012. 
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risk aversion can yield substantial medium term profits for the state financial agency once a recovery is 

underway. 

98. Financial agencies globally operate both as first tier and second tier banks, but for CORFO the 

second tier is the obvious choice. Operating as a first tier bank increases the risk of competing directly 

with the private sector.  First tier lending may be effective by funding such areas as innovation, 

technology and/or intangible assets thereby complementing commercial bank products and acting as a 

catalyst for new investment. A second tier bank is less costly.  It also not only leverages the underwriting 

and collection skills and capacity of private financial institutions, but it also support their development to 

create a long term sustainable solution for access to finance. With a large successful first tier state bank, 

Banco de Estado, already operating, another institution should focus on second tier operations. Based 

on ALIDE data, in Latin America on average, second tier development banks lent about twice as much as 

tier institutions.  To facilitate competition and diversity in products for SMEs, a second tier agencies help 

diversify away from banks by lending to finance companies, credit cooperatives, saving & loan banks and 

microfinance institutions.  This, however, requires a strong risk management function as discussed above. 

99. Finally, if an option for a more corporate style state financial agency is pursued, it should be 

organized as a corporate entity with an initial 100% government shareholding,and with a board of 

directors and a management team.  The public sector shareholder should be clearly specified, e.g., that 

the Ministry of Finance represents the shareholding of the government (or some other Ministry) 

represented by the Minister and/or a specialized committee of expert representatives.  At the same time, 

the shareholder should avoid excessively nominating government representatives to the Board as they 

will be perceived as having undue influence in representing the shareholder.  The shareholder always has 

the right to reappoint Board members but these should be third party experts, not linked to the 

government apparatus.  In a survey, 75 percent of state financial agencies accessed allow participation 

of independent (non-government affiliated) board member, and in 30 percent of them including the 

Malaysia Guarantee Corporation and the Slovak Development Bank, independent members constitute a 

majority.24  In any case Board member terms should be staggered and of a minimum fixed duration such 

as three years.  Appointment of the bank CEO, however, should be done by the Board and not by the 

shareholder in line with good governance practices. 

100. Consideration of listing some shares of the agency on the stock exchange, to allow for minority 

private ownership, will also ensure transparency in the agency’s operations and better governance.  

The regulation and supervision of the agency should, in best practice, not be left to Ministerial bodies 

but rather to the official banking supervisory authority – this will inculcate more optimal systems of risk 

management in the bank.  In the aforementioned survey of state financial agencies, 45 percent were also 

required to obtain a rating from an internationally recognized credit rating agency.  In Chile, Banco del 

Estado already has some good practices such as a prohibition to lend to public enterprises, and where 

members of the supervisory board are politically appointed, they are not allowed to participate in making 

lending decisions. 

   

 
24 “Global Survey …” Op. Cit. 



Page 38 of 46 
 

d. Additional investment bank and financial market functions to consider for a modern 

state financial agency’s instruments: 

 

101. As a new corporate-style financial agency in a country such as Chile with advanced capital market 

development, consideration could be given explore more advanced credit, guarantee, and capital 

market products.  These could be used to both help its core clientele as well as develop new market 

niches and deepen certain market products in order to generate more funding for SMEs outside of the 

banking sector only. It must be emphasized that these ideas have been discussed at an idea stage.  The 

next step would be a feasibility study for each initiative contemplated.  Following that would be an 

implementation plan before proceeding.   

 

102. CORFO, if transitioned to a corporate structure agency, could explore taking on development-

oriented investment bank / capital market functions such as the following: 

 

a. To help arrange and promote SME loan securitizations by banks, or via securitization firms, 

to increase the capital supply of banks to extend new SME loans, while providing guarantees 

to specified tranches of such securitizations as a way of promoting the instrument.  In this 

way CORFO would be playing the role to support market making in SME loan securitizations 

including credit enhancement features (as is done with its traditional loan guarantee 

program) but applied to bonds.  The key objective would be to release some risk capital of 

banks and increase their lending capacity to a wider base of SMEs, which would in turn allow 

CORFO to augment its PCG coverage.  CORFO would require for this, building skills and 

capacity to analyze proposed securitization structures and designs, and understand their 

default probabilities.  While credit rating agencies would conduct the formal analysis, CORFO 

may need a priori capacity to analyze the risks and its own potential exposure before an 

issuance is ready for structuring and formal rating. 

 

b. To promote further depth in the credit insurance / credit enhancement market, through: (i) 

assisting in the issuance of receivables factoring for SME financing via the reinsurance of 

existing credit insurance firms that cover such risks for factoring firms (but focusing on SMEs 

needing financing and getting them access to the financial market), and (ii) promoting and 

facilitating the trade credit insurance market.  Since CORFO is already developing actuarial 

models for its credit guarantee program, this would expand such efforts toward estimating 

actuarial models for both the insurance of factoring operations (where CORFO would play a 

reinsurer role) as well as for the insurance/guarantee of trade credits.  The factoring area 

would be one where CORFO could selectively offer reinsurance to already existing private 

factoring insurers provided that the factoring operations focus on the target SME segments 

and not just on factoring for any corporation to obtain more liquidity.  As with securitization 

discussed above, CORFO would need to bring in-house expertise on the structure and risks 

within receivable factoring (or reverse factoring) operations. 
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c. To take a role in arranging for capital market investors to purchase accounts receivable 

based securitizations of SMEs (thus supplying SMEs with financing), and having CORFO 

providing partial guarantees on the factoring returns.  This would entail a similar role as in 

“a” above but be directed at factoring (or reverse factoring) operations.  Instead of CORFO 

placing guarantees on certain tranches of securitization issuances as in “a” above, it would in 

this case provide minimum rate of return guarantees on the factoring instruments.  Thus, 

CORFO (as with its partial credit guarantee program) would take on some of the risk of default 

or partial default.  However, the instrument’s main purpose would be to find further market 

acceptance (and trading) of the factoring product via CORFO’s credit enhancement 

instrument, since the factoring operations that to be designed would be sufficiently well 

collateralized by high quality receivables (or over-collateralized) such that the credit risk from 

the start would be effectively minimized. 

 

d. To offer PCGs for NBFI bond issuances, and selected SME issuances to investors, with sunset 

clauses once they can sustainably finance themselves in the market.  This would entail direct 

credit enhancement of capital market bonds that could plausibly be issued on the market by 

non-bank financial institutions (e.g., leasing companies, credit cooperatives, microfinance 

institutions) where such NBFIs were credit or lease service providers to SMEs, and selected 

SME companies (with a CORFO credit enhancement wrap) .  The issuance of bonds would thus 

allow NBFIs to augment their capital for further lending to SMEs.  Such bonds could be plain 

vanilla issuances and/or structured securitizations backed by SME loan assets.   

 

e. To invest directly in specified tranches of securitizations of pooled SME loans while 

providing technical assistance in their structuring.  In this instance, CORFO’s intervention in 

the securitization market would be more direct (i.e., CORFO investing in mezzanine tranches 

of issuances), and this could be an initial step in promoting the market more aggressively after 

which CORFO could take a less direct role, as in “a” above, and simply provide credit 

guarantees for those securitization tranches.  Of course, as a direct investor, CORFO would 

play a much more active role including the provision of technical assistance in the design of 

such securities where it would have an investment stake.  All these options call for CORFO to 

enhance its skills and expertise in structured finance in order to increasingly play a role in the 

capital markets, for the benefit of SMEs. 

 

f. To issue securitized bonds to investors, backed by its returns on its PCG and other products 

which would back the revenue stream of the bonds.  Proceeds from such bonds would allow 

an expanded CORFO PCG program.  While CORFO may not need to “attach” its revenue 

streams to a bond it issues, and might be able to issue bonds based on its overall balance 

sheet strength, it would provide more discipline and ensure that CORFO is indeed profitable 

(and not dependent on budget support) if it could base the interest payments on the bonds 

it would issue, on its projected revenue stream from the partial guarantee products it has 

sold.  This exercise would also go hand-in-hand with CORFOs recent initiatives to develop 

statistical risk probability actuarial models to estimate expected losses on its PCG program.  
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Of course the end objective would be to free up additional CORFO capital to allow further 

issuance of new PCGs.  

 

These products could be rolled out gradually and tested in different market segments with the idea of 

leveraging more private sector resources in serving the SME market. 

 

103. In summary, several factors need to be considered in designing and structuring the elements of 

a potential new corporate style financial agency for CORFO to assume.  This would assist in developing 

new funding mechanisms for SMEs that do not solely rely on the banking sector.  Thefactors considered, 

include, inter alia: (a) the corporate and ownership structure, (b) target sectors and clients (e.g., maintain 

a narrow focus or broaden), (c) first versus second tier operations (or a combination), (d) method for 

pricing of products, (e) policy mandates in terms of financial instruments to be developed as well as 

sectors, (f) mechanisms for funding the agency, (g) regulation and supervision regime under which the 

agency would fall (banking, capital market, insurance supervisors, etc.), (h) design of the corporate 

governance structure, and (i) financial and operational disclosure requirements. 
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Annex Table 1:  Overview of SME finance support programs 
Name Institution Form of 

support 
Intermediaries Beneficiaries Loans 

supported 
/amount, 
2013 

FOGAPE FOGAPE/Banco 
Estado 

PCG Banks, 
cooperatives, 
reciprocal 
guarantee 
societies, 
INDAP, ENAMI, 
CORFO, 
SERCOTEC. 

Micro and 
small 
enterprises 
with annual 
sales up to 
U.F. 25,000; 
exporters 
with annual 
sales up to 
US$ 16.7 
million 

US$ 1.1 
billion 

FOGAIN CORFO PCG Banks, 
cooperatives, 
leasing 
companies, 
factoring 
companies. 

SMEs with 
annual sales 
up to U.F. 
100,000 

US$ 3.5 
billion 

COBEX CORFO PCG Banks, 
cooperatives, 
leasing 
companies, 
factoring 
companies. 

Exporters 
with annual 
sales up to 
U.F. 450,000 

US$ 500 
million 

Guarantee for Refinancing CORFO PCG Banks, 
cooperatives, 
leasing 
companies, 
factoring 
companies. 

SMEs with 
annual sales 
up to U.F. 
100,000 

US$ 260 
million 

IGR Reciprocal 
guarantee 
societies (SGR) 

PCG Banks, 
cooperatives, 
leasing 
companies, 
factoring 
companies. 

Enterprises 
with annual 
sales up to 
U.F. 150,000 

US$ 400 
million 

Credit lines for micro and 
small business 

CORFO Loans Microfinance 
institutions, 
cooperatives. 

Micro and 
small 
enterprises 
with annual 
sales up to 
U.F. 25,000 

US$ 75 
million 

Access to credit FOSIS (Solidarity 
and Social 
Investment 
Fund) 

Subsidy for 
operating 
costs 

Microfinance 
institutions, 
banks, 
cooperatives. 

Micro 
enterprises 

US$ 800,000 
(last bidding) 
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Financial assistance 
programs 

INDAP 
(Agriculture 
Development 
Institute) 

Loans None Small 
farmers 

US$ 100 
million 
(budget) 

Seed/bee capital for 
enterprises/entrepreneurs 

SERCOTEC 
(Technical 
Cooperation 
Service) 

Grants None Micro and 
small 
enterprises 

N/A 

Financial assistance 
programs 

ENAMI (National 
Enterprise of 
Mining) 

Loans None Small miners US$ 3 million 
(budget) 

Venture capital funds CORFO Loans Investment 
Funds 

Enterprises 
with annual 
sales up to 
U.F. 150,000 

US$ 50 
million 

Source: CORFO, FOGAPE, FOSIS, SERCOTEC, INDAP, ENAMI. 
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Annex Table 2:  Summary of guarantee programs 
Feature FOGAIN FOGAPE IGR 

Management CORFO Banco Estado Reciprocal Guarantee 
Societies 

Origin of resources Public Public Public and private 

Beneficiaries SMEs with annual sales up 
to U.F. 100,000 

Micro and small 
enterprises with annual 
sales up to U.F. 25,000; 
exporters with annual 
sales up to US$ 16.7 
million 

Enterprises with annual 
sales up to U.F. 150,000 

Additional eligibility 
criteria 

None Expected loss at the time 
the credit is issued does 
not exceed 3% 

None 

Credit assessment Done by the financial 
intermediary 

Done by the financial 
intermediary 

Done by the IGR and the 
financial intermediary 

Maximum term 20 years 10 years No limit set 

Coverage rate Between 40% and 80% 
depending on size and 
term 

80% for microenterprises 
and 50% for small firms 

IGR I: 100%; IGR III: similar 
to FOGAIN, but with the 
possibility of covering 
100% in case of 
counterguarantees 

Guarantee fee Percentage on 
guaranteed amount, 
varying according to risk 
of intermediaries 
(average: 1.6%) 

Up to 2% on guaranteed 
amount, varying 
according to risk of 
intermediaries 

Set up by each IGR 
(average: 3.5%) 

Payment of guarantee fee By the beneficiary By the beneficiary By the beneficiary 

Guarantee fee subsidy No No No 

Access to guarantees Open window Auction based, with 
financial intermediaries 
bidding for coverage rates 
and guarantee amounts 

At discretion of IGRs, which 
issue guarantee certificates 
to eligible beneficiaries for 
them to get a loan with a 
financial intermediary 

Blind borrower No No No 

Guarantee request By the financial 
intermediary 

By the financial 
intermediary 

By the financial 
intermediary 

Conditions for guarantee 
payment 

When financial 
intermediary has begun 
judicial collection efforts, 
and after CORFO has 
verified eligibility of 
beneficiary. 

When financial 
intermediary has begun 
judicial collection efforts, 
and after FOGAPE has 
verified eligibility of 
beneficiary. 

On average, guarantees 
are paid when loans are 60 
days overdue. 

Source of funds for 
guarantee payments 

Annual budget of CORFO FOGAPE assets Assets of guarantee funds 
managed by IGRs 

Access to future 
guarantees after default 

A defaulted borrower can 
get a new guaranteed 
credit, but the maximum 
coverage amount will be 
the differential between 
the maximum coverage 

A defaulted borrower 
cannot get a new 
guaranteed credit 

N.A. 
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amount for the new credit 
(based on firm size and 
loan term) and the 
guarantee paid for the 
defaulted credit. 

Recovery Financial intermediary 
must share with CORFO a 
100% of any recovered 
amount (pari-passu and 
individual) 

The financial intermediary 
recovers first and then 
distributes equally 
between FOGAPE and 
itself  (pari-passu and 
portfolio) 

The entire recovery goes 
to the guarantee fund 
(first loss and individual) 

Leverage Up to 8 times Up to 10 times Up to 3 times 

Source: CORFO 
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Annex Table 3:  Financial results of IGR's guarantee funds as of December 2013 (in 
thousand CLP) 

Name of guarantee fund 
Name of 

associated 
IGR 

Total assets 
CORFO credit 

line 
Accumulated 
profit (loss) 

Total net 
equity 

IGR I           

Isla Picton Más Aval 10,231,059  9,323,824  (332,116) 540,284  

Victoria Multiaval 10,151,831  9,323,824  (170,361) 720,802  

Propyme IV Aval Chile 10,067,023  9,323,824  (330,523) 579,553  

Propyme III Aval Chile 9,830,237  9,323,824  (562,065) 346,839  

Propyme II Aval Chile 9,628,015  9,323,824  (765,544) 146,905  

Melinka First Aval 6,004,616  5,019,699  10,711  917,987  

Confianza Pyme Confianza 5,412,021  4,733,966  215,719  666,039  

Londres Congarantía 5,232,489  4,682,441  (24,048) 547,736  

Aval Chile I Aval Chile 2,381,226  2,330,956  (218,164) 9,564  

IGR I total   68,938,517  63,386,182  (2,176,391) 4,475,709  

IGR II           

Confianza Reconstrucción Confianza 2,809,758  2,537,087  18,997  259,856  

Isla Nueva Más Aval 2,461,103  2,519,836  (372,524) (140,007) 

Aval Chile Reconstrucción Aval Chile 1,942,757  2,528,647  (864,840) (617,618) 

Multiaval Reconstrucción Multiaval 1,900,698  1,837,707  (193,629) (17,900) 

IGR II total   9,114,316  9,423,277  (1,411,996) (515,669) 

IGR III           

Isla Lennox Más Aval 11,019,508  9,694,104  361,687  1,259,827  

Propyme V Aval Chile 10,805,335  8,425,624  1,471,368  2,243,771  

Desarrollo I Suaval 9,020,580  8,036,978  83,857  868,135  

Agroaval I Agroaval 7,577,192  6,542,115  326,725  1,035,077  

Chile Pyme Pymer 6,729,731  5,990,517  (1,764) 591,731  

Piemonte South Cone 6,463,923  5,402,962  71,340  601,995  

Alfa Multiaval 5,505,684  4,661,912  89,224  541,713  

Galileo Aval Pyme 2,813,144  2,536,345  (15,407) 227,036  

Innovación Confianza 140,016  93,238  322  46,452  

Prometeo A&G PYMES 115,679  0  1,113  115,679  

IGR III total   60,190,792  51,383,795  2,388,465  7,531,416  

Not classified           

Maule Congarantía 2,076,275  1,882,734  (7,447) 191,529  

Pacífico Contémpora n/a n/a n/a n/a 

Grand total   140,319,900  126,075,988  (1,207,369) 11,682,985  

Source: CORFO 


