AGRICULTURE IN CHILE

I. CHILE'S AGRICULTURAL POLICY (2000-2010)

Seven lines of actions have been defined by the Ministry of Agriculture for this sector during the current decade. These are:


1. Confidence and Security for Agriculturists: Steps are being taken to safeguard the agricultural sector against loss, adverse climatic conditions, etc. Such steps include the establishment of a special insurance plus a few other risk reduction instruments (futures market, guarante funds, price stabilization system, etc.)


2. Market Development: This includes the establishment of a permanent consultation committee with the private sector; the expansion of Chile's agricultural offices abroad (Mexico, East Europe, Asia, etc.); and the launching of an agricultural commodity exchange, among other measures.


3. Natural Resources' Quality Improvement Programme: The Ministry shall promote the maintenance of an annual US$ 50 million investment in the recovery of degraded soils; an annual US$ 55 million investment in improved irrigation systems; and an annual US$ 10 million investment in the promotion of forestation.


4. Competitiveness: This considers the reinforcement of the role played by the State Bank of Chile and the Production Development Corporation (Ministry of Economy) in the agricultural sector. Among other things, new financial instruments shall be available for the various organisations.


5. Clean and Quality Agriculture: A labelling/certification system shall be put into operation. Also, an organic agriculture fund shall be established in order to recover the natural losses caused while passing from a conventional to an organic agriculture.


6. Forest Planning: A nation-wise consensus is sought in respect of the utilization of native forests , and the incorporation of agricultural, livestock and forestry production systems into the marketing and industrialization processes.


7. A new rural world: The active participation of the Ministry of Agriculture in coordinating various rural development initiatives is considered to be indispensable. Due to the nature of such initiatives, however, they shall require the collaboration of other Government bodies such as the Ministry of Public Works, the Ministry of Housing, the Ministry of Labour, the Planning Ministry, the National Heritage Department, the Regional Development Undersecretariat, and others. 

II. CHILE'S AGRICULTURAL PRODUCTION


Only 7.3 percent of Chile's total area is agriculturally productive. Arable land is concentrated mostly in the Central Valley in Central Chile. Agriculture in northern region is largely dependent on irrigation in areas that are, in fact, oases. Agriculture is mainly engaged in the production of cereals, wheat, fodder, oats, corn, sugar beets, potatoes, beans, rice, vegetables and fruits.


Large estates ("haciendas") occupy a substantial part of Chile's agricultural lands. These are remnants of the Spanish colonial period, when extensive land grants were made to army officers and colonial officials. In early 1920s, nearly 90 percent of the farmland in central Chile was in large estates. Although no official land reform has taken place, many of these estates were broken up and sold as small farms. This process is still going on. However, much of the agricultural land is still cultivated by tenants or by hired labour; 12.6 percent of the workforce is employed in agriculture.


Much of Chile's fruit production is exported during the northern winter to the USA, Canada and Europe.  Chile also produces and exports large quantities of wine, forest products, planting seeds, fresh flowers and processed fruits and vegetables.


Livestock are raised mainly in central Chile and the northern part of the southern region. Approximately 16 percent of Chile's area is classified as permanent grazing ground. Forests cover 11.4 percent of the area, mainly in the southern region, from which approx. 20 million cubic meters of timber and pulp are produced every year.

III. EXPORTS


Chile has achieved extraordinary success in exporting agricultural products and has become the number one exporting country in the Southern Hemisphere. A combination of factors have contributed to Chile's success, including excellent climatic conditions and geographic isolation that minimizes the risk of pest and disease spread. High technologies have also been incorporated into the process of production, delivering a wholesome and safe product that meets international standards on food safety. 


In terms of FOB amount, Chile's main agricultural export products in the year 2000 were paper pulp & cellullose (US$ 1105 million); grapes (US$ 651 million); wines (US$ 434 million); sawn pinewood (US$ 312 million) and apples (US$ 201 million).

IV. IMPORTS


While large quantities of bovine meat, maize, wheat and sugar (from sugar-beat) are locally produced, Chile is not self-sufficient in these items. Imports, therefore, complement the local production. In terms of CIF value (Year 2000), Chile's main agricultural imports consisted of bovine meat (US$ 173 million); maize (US$ 126 million); wheat (US$ 53 million); and refined sugar (US$ 52 million). A few agricultural items are fully imported, the main ones being bananas, cotton, black tea and coffee.

V. CHILE'S BALANCE OF TRADE IN RESPECT OF AGRICULTURAL, LIVESTOCK AND FORESTRY PRODUCTS

YEAR 1990 & 1995 THROUGH 2000

MILLIONS OF US DOLLARS

	Items/Years
	1990
	1995
	1996
	1997
	1998
	1999
	2000

	EXPORTS/FOB
	2030
	4473
	4170
	4270
	4333
	4721
	4986

	Agriculture
	1156
	2095
	2510
	2458
	2729
	2738
	2666

	Livestock
	67
	113
	116
	164
	169
	165
	192

	Forestry
	807
	2266
	1544
	1648
	1435
	1818
	2129

	IMPORTS/CIF
	355
	1043
	1248
	1269
	1262
	1156
	1201

	Agriculture
	296
	770
	920
	916
	915
	863
	845

	Livestock
	50
	230
	271
	290
	281
	241
	283

	Forestry
	9
	43
	57
	64
	65
	52
	73

	BALANCE
	1674
	3431
	2922
	3001
	3071
	3564
	3785

	Agriculture
	860
	1326
	1590
	1542
	1813
	1875
	1820

	Livestock
	17
	-117
	-155
	-126
	-112
	-76
	-91

	Forestry
	798
	2222
	1487
	1584
	1370
	1766
	2055


VI. POSSIBLE AREAS OF COLLABORATION BETWEEN INDIA AND CHILE
Agricultural trade between India and Chile has been historically restricted to  a few items, representing less than 3% of bilateral trade and a negligible fraction of either country's total trade, both in terms of quantity and value. India's main agricultural exports to Chile have traditionally consisted of a few spices and small quantities of seeds, mucilages, thickeners, coffee and tea. Till 1999, on the other hand, there was literally no agricultural imports from Chile. However, over the past one year or so Chile's Export Promotion Bureau (ProChile) has been actively promoting Chilean goods in India, exporting in only one year over 400,000 net Kgs. of almonds, and a few thousand kgs. of fresh apples and kiwis. Small quantities of confectionery items and wines have successfully entered the Indian market too.

Although imports have increased, bilateral trade of agricultural items continues to be insignificant. To distance and lack of direct shipping, which are usually considered to be the main impediments to expansion of bilateral trade, should be added India's relative levels of agricultural protection,  Chile's  strict  sanitary  and  phyto-sanitary   measures, and -most important- a mutual unawareness of the business opportunities offered by the two countries in this sector. 

Conscious of the obstacles that stand in way of trade, India and Chile are separately taking some individual steps towards forging a new business relationship. To  India, Chile is a largely unexplored market. To Chile, India is a 1 billion people market which cannot be ignored. What the two countries do know is that there is scope for greater diversification of bilateral trade cooperation.

Possible areas of collaboration between India and Chile are:

A). Trade promotion.

- Market research and commodity specific studies.

- Identification and promotion of potential export and import goods.

- Exchange of information on sanitary and phyto-sanitary regulations.


Potential export goods from India to Chile:  

1.
a)- Black tea, fermented and partially fermented. UK continues to be the main supplier of this item with 69.12% of the total amount, followed by Sri Lanka with 7.83%. Though imported from UK, this tea might well be of Indian origin. India's share at present is only 0.03%.


b)- Other black tea. 66.34% of the total amount imported into Chile is Sri Lankan. Rest comes from Argentina. Large quantities of black tea available for export from India throughout the year creates opportunities for sales whenever competition from Argentina and other nearby suppliers weakens.

2.
Cashew kernels, whole. The growing supermarket industry in Chile is looking for new products to satisfy upscale consumer demand for new products. Cashew kernel imports have grown from US$ 67,000 in 1998 to US$ 133,000 in 2000. Thanks to a bilateral free trade agreement with Brazil, nearly 100% of this item is imported duty free from that country. 

3.
Coffee, roasted. Though competition is fierce from nearby suppliers like Colombia and Brazil, new opportunities may be found in this area. Indian coffee worth US$ 45,000 was imported into Chile last year.

4.
Black Pepper, Cloves, Nutmeg, curry, etc.. While the local demand for spices is not significant, small quantities of these specific condiments are already being imported from India.

5.
Wheat and Maize. Chile is not self-sufficient in these two products. A bilateral agreement on the free trade of such products would make Indian wheat and maize more competitive.

6. 
Mucilages and thickeners. India stands as the No. 5 supplier of these items to Chile after USA, Zimbabwe, Spain and Switzerland. 163,000 Net Kgs. of mucilages and thickeners were imported from India in 2000.

7.
Marine Products. Though Chile has large marine resources, which are being exploited for exports, India can export to Chile marine products like squids, tiger prawns, shrimps and cuttle fish.

8.    Rice. Most of rice is imported to Chile. The main countries from whom the rice is being imported are Argentina (78.82%) and Uruguay (15.83%). Brazil, USA, Thailand and South Korea also have a share. During the year 2000, Chile imported 124 million Kgs. Of rice worth US$ 19 million. Usually, semi/wholly miled rice and parboiled rice (first and second grade) are consumed the most. Chilean market has a great potential for import of the Indian medium grade rice. Basmati rice has not much demand in Chile.

9.
Peanuts. Shelled peanuts are imported into Chile mainly from Argentina and sell near to the prices of almonds. Last year’s imports were 4.3 million Kgs at a cost of US$ 3.66 million. It is an item of potential export from India.

10.
Coconut. Dry coconuts are mainly imported from Sri Lanka (46.24%) and Phillipines (37.88%). In 2000, 933,000 Kgs. of dry coconuts worth US$ 1.12 million were imported into Chile.

11.
Jute and Coir. Vegetable fibres have a good potential in Chile. Jute sacks worth US$ 76,000 were imported into Chile in 2000 mainly from USA (51.83%) and Bangladesh (19.7%). India’s share was 10.59%. Similarly,  100% of the floor coverings made of coir are imported from India. Imports of such floor coverings had grown from US$ 209,000 in 1999 to US$ 726,000 in 2000.

12.
Canned Fruit Juices. Chileans are exposed generally to fruit juices like that of orange, apple, pine-apple, peaches and apricots and to a limited extent that of mangoes. Our fruit juices that of mango, guava, leechis, papaya, pomengrate, coconut, etc have great potential for exports.

13.
Fresh fruits. Chile follows strict regulations of import of fresh fruit and, therefore, even the sole quality of mangoes grown in the northern cities of Iquique and Arica are not allowed to enter the Central Sanitised Zone of Chile as the same has been rendered fruit-fly free with prolonged efforts of several decades. As such, the country is very sensitive to import of fresh fruit. If we can meet their sanitised standards our thousands of varieties of mangoes have a lot of scope in Chile. And so shall have papayas, guavas, cheekus and jamuns and other local fruit, which would be exotic to this region. At present, mangoes are being imported from Brazil (46%), Mexico (34%) and Ecuador (18%).

14.
Agricultural tools & machinery. Chile is mainly procuring agricultural tools from Brazil, China, Mexico, Spain, USA and Taiwan. In 2000 India had kept a marginal export share in respect of spades and shovels (0.26%); forks (7.72%); shears (0.01%); and pruning shears (0.06%), though this can definitively be improved. There is a lot of scope for tractors as well, as there is no local production of such units. As per Chilean importers, a tractor unit worth considering should comply with minimum requirements such as hydraulic lift, power takeoff (540 rpm) and hydraulic steering wheel. The number of units imported into Chile over the last two years was 1116 (in 1999) and 2519 (2000), wheel tractors being the most popular ones. India had no share at all. However, from Jan to Sep’2001, 13 units worth US$ 79,050 have been exported to Chile.



Potential export goods from Chile to India:

1. 
Processed food - Fresh and Frozen Fruits and Vegetables. (Table grapes, kiwis, apples, cherries, nectarines, raspberries, peaches, pears, plums, onions, etc.) Chile has ideal growing conditions like good climate, natural barriers against pests and disease, well developed export base, local know how, trained workers, irrigation resources and programmes, etc. It should be noted that India is off-season when Chile is in production. 

2.
Wines. Nearly five centuries old, the Chilean wine business has taken advantage of naturally plague-free vines and ideal climate to produce best quality wines. Chilean red wine has received international attention for its health benefits.

3.
Fishery. This is a natural industry in Chile, given the country's long coastline and its wide variety of fish and shellfish products. The fishery industry consists of Fresh and frozen fish, fishmeal (India is currently importing large quantities of fishmeal from Chile) and fish farming (salmon and trout).

4.
Wood and pulp. The Chilean forestry industry consists of pulp, newsprint, logs, lumber, particleboard, veneers and wood chips. Technology transfer and new investment has lead to new finished products of increasingly higher quality such as furniture, toys, doors, windows, flooring and packing materials.

B) Investment.


- Promotion of investment and joint ventures both in India and Chile.


- Exchange of information on environmental provisions both in India and Chile.


- Application of science & technology 

C). Exploration of new markets
- Possibilities that Chile may become a bridge for India's export/investment activities in   other Latin American countries and vice versa.

VII. GOVERNMENT BODIES

The “Servicio Agrícola y Ganadero” (SAG) under the Ministry of Health, Government of Chile is the body responsible for:

1. Enforcing Chile’s import regulations concerning animal and plant quarantine

2. Supporting the development, sustainability and equity of the agricultural, livestock and forestry sectors by protecting and improving the sanitary, environmental, genetical and geographical conditions of Chile’s productive resources.

SAG consists of five technical departments: a) Department of Agricultural Protection; b) Department of Livestock Protection; c) Department of Natural Renewable Resources; d) Department of Seeds Protection; e) Department of Laboratory & Quarantine Stations.

Among other things, the SAG approves food ingredients and labeling/packaging of processed food; regulates the use of pesticides; sets limits on heavy metals in specified food products and microbiological contamination; enforces strict salmonella testing on imports of fresh and frozen poultry, etc.

Chile actively participates in the CODEX Alimentarius Commission and is currently bringing food sanitation regulations into conformity with CODEX standards.

Following are SAG’s contact details for information on sanitary, phyto-sanitary requirements:



SERVICIO AGRICOLA Y GANADERO (SAG)



Av. Presidente Bulnes 140



Casilla 4088



Santiago, Chile



Tel: 56-2-6982244 / 6712323



Fax: 56-2-6721812



Email: sag@sag.minagri.gob.cl


Internet: www.minagri.gob.cl

Contact person : Mr. Lorenzo Caballero Urzúa, Director National

..................

