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AGENCY FOR ITEFNATIONAL DEVELCPEN. 
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AID-DLC/P-b45' 
June 27, 196 

6'&7-/4-


MOANDM FOR T'[E DEM'PMENT LOAN COM1MTZE 

SUBJZECT Peri -S?Dervised P'"talCef Fund 

Attached are ievisBd pages to be inserted in the subject 
Capital Asstano, Pape:,. 

The rgcoimendazicns for authorizaticn of a loan in an 
amount not to exceed $9,0009000 to the Republic of Peru (Borrower)
 
to assist Peruvan agrcultu.Lral d,3elcpmnt, jncluding ag'arian 
reform, by fL-anzing a pcrtion of the costs of (1) a program of 
supervised agrioultural cradLt to sraill rnd medium income farmers 
or groups of farmers, (2) a progr-., -f supervised credit for 
forestry development and (3) teahni. a -ssistance neces, avy to 
carry out such programs were considered by the Development Loan 
Staff Committee at its meeting on Thurxday, June 23, 1966. 

Ra-hel C. Rogers 
Aosistant. Secretary 
Development Loan Committee 

Attachments. 
Surma-r7 And 

(Revised June 27; 1966) 
Recommendations, pp. iii. _v, v: .and vi 

Project nralysis., pp. 3 h, 5. 28 
A=ex L7_. pp_ 6, 7 and 22 

2..'2a 

AnneIx M, op, ?Oa 

Previously Dis,,.:iated JA-.e Ji.1966 
Summary and Reztnmndaticons 
Project Aralysis
 
Annexes I-IV 
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TAMENT OF STATE 
AGENCY FOR INTERNATIONAL DEV LOP4ENT
 

Washington, D.C. 20523 

UNCLASSIFIED 

AID-LC/P-445 
Juwne 14, 1966 

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE 

SUBJECT: Peru - Supervised Agricultural Credit Fund 

Attached for your reviewv are the recommendations 
for authorization of a loan in an amount not to exceed $9,000,000
to the Republic of Peru (Borrower) to assist Peruvian agricultural
development, including agrarian reform, by financing a portion
the costs of (1) a program of supei-ised agricultural credit to 

of 

small and medium income farmers or groups of farmers, (2) a 
program of supervised credit for forestry development and 
(3) technical assistance necessary to carry out such programs. 

This loan proposal is scheduled for consideration by

the Development Loan Staff Committee at a meeting in the near 
future. 

Rachel C. Rogers 
Assistant Secretary 
Development Loan Committee
 

Attachments: 
Summary and Recommendations 
Project Analysis 
Annexes I-IV 
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PERU -SUPERVISED AGRICULTURAL CREDIT FUND
 

SUMMARY AND RECOMENDATIONS
 

BORROWER: The Borrower will be the Republic of PeA1. 
 There

will be three executing agencies, the Servicio de Investigacidn y

Promocidn 
Agraria (SIPA), the Oficina Nacional de la Reforma Agraria

(ONRA) and the Servicio Forestal. 
 Th- Banco de Fomanto Agropecuario

(Banco) will be the fiduciary for the loan funds.
 

ii. AMOUNT: 
 Not to exceed $9,000°000
 

iiis 
 TOTAL COST OF PROGRAM:
 

/6aTotal
 
SIPA-Plan Costa 
ONRA-Agrarian Reform 

8,950,000 
9,900,000 

-o-

-.-

8,950,000 
9,900,000 

Zones 
Forestry Plantations 
Technical Assistance 

900,000 
90,000 

-.-
160,000 

900,000 
250,000 

19,840,000 L60,000 20,000,000 

iv. SOURCE OF FUNDS: 

S/. S Total 

GOP-SIPA 
ONRA 

2,200,000 
4,00,000 

..-
-.­

2,200,000 
4,"400,000 

Forestry Service 
CORFIRA b/ 
Banco 

400,000 
3 0C0,000 
1,000,000 

-.-

-.-
-.-

400,000 
3,000,000 
1,000,000 

GOP Sub-Total 11,000,000 
AID-SIPA 6,000,000 

ONRA 2,250,000 
Forestry Service 500,000 

-. , 
-.-

-. , 
--

11,000,000 
6,000,000 
2,250,000 

500,000 
Tech. Assistance 90.000 

AID Sub-Total 8,840,000 
GrardTotal 19,840,000 

160,000 
160,000 
160,000 

250,000 
9,000,000 

20;000 000 

a/ Stated in dollar equivalents at SI. 26.80 to $i
 
b/ Agrarian Reform Finance Corporation
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_. DESCRIPTION AND PURPOSE'OF ;PROJECT: This loan will be 'an 
additior .to the Supervised Agricultural Credit Fu,.1 established by 
:preVi6us AID loarns totalling $16. 6 million-. The' purpose of the 
Fund is to make credit and technical assistance available to small 
and medium farmers most of whom are new land owners as a result of 
the Agrarian Reform Law. It is intended that as these farmers gain 
technical experience and begin to capitalize their farm operations 
they will then transfer to other sources of financing for their 
credit needs. The. Fund is thus conceived as a means of assisting 
previous farm laborers to become viable farm owners, It is also 
conceived as a mechanism by which production of domestically con­
summed foods can be increased and agrarian reform efforts supported,
 

vi. BACKGROUND OF PROJECT: In September 1961, LF s4gned a 
million loan for agricultural credit to be used mainly for sub­
loans to colonizers on the Eastern Andean slopes. This loan en­
countered implementation problems and was little utilized unci! 
July, 1963 when President 3elaunde took office. 3eiaunae's 
government presented a five year $43 million loan request to A:D 
(AID $6.6 millio, PL..480 $1 million, and Eximban: S!,7 million)
for a program of supervised credit to increase the orroucri n o: 

soo. a
 
program of agrarian reform. The DLF loan (204) w 1as O 
to this program and chus $10.3 million of U.S fina.-.27n has Z n 
made available to the GOP for its agricultural developmen program. 
As of April 30, 1966 approximately 20,000 sub-ioans ICave en 71 

domestically consummed agricultural oroducts and to ort 


for a total of S31,300,00 frcm these funds a sub-' a. m..s-

Approximately $2,00,30C has been disbursed for Cqu'
Cns­

traction to benefit the executing agencies and $700,C remains un­
committed but allocated to ONRA% colonization pro'ects. 

vii, EDN CERAC:7 Exi-mbank iictto All,: :n'Xy 21, 
1966 that it was not interested :n c....... in rhis-artloan. 

viii. VIZ4S C7 ThE CCCNTR 7EA- rCultral -d2.Veo... an 
Agrarian ReforDm are the highest priorit objectives of both the 
GOP and the U. S. Country Team. 

ix. STATUTORY ...All statutory criteria have been met.CR : 
(See Annex rI for Checklist) 

UNCLASS IFIED
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x. PROBLEMS AND ISSUES: 

(I) 	GOP contribution to tie Fund. 

(2) 	 Sub-loan interest rates. 

(3) Transfer of better Farmers to Banco's regular operations. 

(.) Limitation of AID Financed ONRA program to two zones. 

(5) 	 Title transfer and land evaluation. 

(6) 	 Sub-loan terms and limitation on amount of individual 
sub-loans. 

(T) 	 Limitation on divisions of Fund between short-term and 
long-term loans. 

(8) 	 Expansion of SIA programs with Coorerative and other 

Farmer groups. 

(9) 	 Technical assistance. 

(10) Defaults in sub-loans.
 

(11) Justification for AID financing of local currercy costs. 

xi. REC0MI=NDATIONS: Authcrization of a loan to the Republic of 
Peru in an amount not to exceed D9 million. 7.e loan shall be 
subject to the folloving terms and cond 'cns: 

(1) 	Credit Fee and Terms of Repayment. - zorrcer shall repay the 
loan to A.!.D. in United States dollars within forty (40) 
years from the first disbursement under the loen, including
 
a grace period of not to exceed ten (10) years. _CBrrower
 
shall pay to A.I.D. in United States dollars on the disbursed 
balance of the loan interest of one (I) percent rer annum 
during the grace :ericd and two and one-haLf (2-1/2) percent 
per annum thereafter. 

(2) 	Other Terms and :cnditions­

a) 	 If during the course of disbursement of the proceeds 
of this loan. Peruvian Soles become Lailable to the 
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Government of Peru Ki) 
as the result of PL 480 Title IV
Sales, or (i).ao Sol repayments, in excess of the Sol
equivalent of US$200,000, to the Government of Peru

special account established in accordance with A.I.D.
 
two-step repayment agreements,. 
or become available to
the U.Sw Mission to Peru as repayments to A.IoD. of
PL 480 Title I loans, the Government of Peru and the
 
USAID shall agree to apply such Soles to the purposes
of this loan, and to reduce the dollar portion of this
loan herein authorized, and the disbursements hereunder,

pro tanto by the dollar amount of these Soles. 
 The

Dollar reduction shall be computed at the highest

dollar to Sol exchange rate legally permitted for
official or commercial import transactions, then
 
prevailing.
 

b) Borrower shall agree that immediately upon the sign i
ng
of this loan agreement, arrangements shall be made for
the initiation of technical studies, to be financed

under this loan, for the purpose of evaluation and
 
refinement of the administrative procedures and
operations of the loan and the Supervised Agricultural
 

.Credit Fund, .for the pauposes of refining policy

benchmarks which define one types of crop, and lending
terms and conditions to small and medium-sized farnrs
 
to whom supervised credit is to be extended for

providing standards as 
to minimum farm sizes for inclusion
in the credit program, and 
for estza- 4 sh'g effectiveprocedures for rapidly vesting adequate title in these
 
farmers.
 

(Q) Borrower shall agree that arrange::ents pro­
vided for in (b) above, satisfactory to A.I.D., shall
be a condition to the first disbursement of the
 
proceeds of this loan;
 

(I) Satisfactory progress in one 
conduct of these

studies shall be a conditIn to continuing. isburse­
ments under the loan.
 

(i) Borrower shall covenant that no later than
the time at whch SiX million U.S. Dollars (Q6,,co.ooo),

r its equivalent in Peruvian Soles and U.S. Dollars)
is disbursed under the programs contemplated in this
loan, the technical studies provided for in (b) above
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shall be completed, and the administration, operational, 
legal,- and policy recommendations provided by these
 
.tudies,: or in additional,review by A. ID. 'of activities
 
associated with this loan, shall be adopted and be
 
effective, to the satisfaction of A..I., as a con­
dition to subsequent disbursements under the loan.
 
Borrowers failure to comply with this covenant to the
 
satisfaction of A.I.D. shall constitute an event of
 
default under the loan agreement.
 

c) 	 Equipment, materials and services financed under the
 
Loan shall be procured from the United States of America
 
or Peru (except marine insurance, which shall be procured
 
from the United States of Amei-±ca).
 

d) 	 United States dollars utilized under the loan to finance
 
local currency shall be nnrie available to Borrower or 
its designee through appropriate procedures and shall be
 
identified with procurement in the United States.
 

e). 	 Principal repayments from sub-loans financed by 
Development Loan Fund, Loan No. 204, A.I.D. Loan 
No. 527-L-029, and this Loan shall be placed in a 
consolidated Supervised Agricultural Credit Fund 
("Fund") and the rules and procedures for the 
operation of such Fund which A.i.D. may deem 
advisable shall be governed by the Loan Agreement
for this Loan, regardless of anything ap-earing to 
the contrary in DLF 204 or 527-L-029.
 

f) 	 Sub-loan repayments by recipients of supervised 
agricultural credit under activities associated with 
the Supervised Agriucltural Credit Fund shall be used 
by the Borrower to promote Alliance for Progress 
objectives In agricultural development In Peru, and 
each year, unless A.I.D. notifies the Borrower other­
wise in writing, the Borrower shall present to A.i.D. 
an acceptable plan for use of such sub-loan repayments. 

g) 	 No funds under this loan may be used to ccmpensate 
owners for expropriated property. 

h) 	 The loan shall be subject to such other terms and 
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condition's as A.I.D. may deem advisable. 

Project Commttee: 

Capital Development Officer: FBKimball - CAP 'e ( 'A)
Economist JMorgan - E/ECo L.(
Attorney : GFFood - LEGI ,6z 
Agricultural Advisor : ENGutierrez - A do 

Drafting Officers : FB all/JTkorgan 
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June 14, 1966
 

"SECT'iON I-. HISTORY AND BACKGROUND" 

1. Agricultural development and agrarian reform are :i 
key long
range problems in Peru's economic development. Effective programs to
increase the 
amount,of land under cultivation, raise productivity and
redistribute agricultural land are essential to 
a more rapid and bet­ter baF.anced economic growth which will have a direct and immediote
 
impact on 
the lives of the bulk of the population.
 

2. Recognizing the 
importance of' the agricultural problems and
opportunities 
in Peru the DLF signed a $9 million loan agreemer, (DLF
204) with the GOP on September 8, 1961 
to support the agrarian reform

and colonization program administered by the Institute of Agrarian

Reform.-
 (DLF.204 was part of the $50 million Eximbank-DLF "Beltran
 
Package").
 

3, The major emphasis of this loan was to 
be the provision of
.credits to new settlers on the 
eastern slopes of the Andes 
 .iplemen­tation of the 
loan was slow due to 
the fact that there were three dif­ferent administrations in power in Peri 
from 1961-1963 and that the
highways leading to the 
potential colonization areas were only start­
ed at the time the loan was granted.
 

4. With the advent of the Beladnde administration in j ly, 1963,Peruvian programs for agricultural development beg to be 'etter
planned. 
 7n October, 1963 the COP formally submitted to A-D a 
five
 year $43 million loan application for assistance in financing agri­cultural credit and production programs .;hich would suoort agrarian

reform and at the same 
time avoid the normal overall reduction in
agricultural oroduction resultin 
 from most agrarian reform programs
by concentrating a portion of the funds 
on sub-loans to 
the economical­
ly viable coastal farms of 
less than 30 hectares.
 

5. AID ard 
Eximbank decided to thesupport COP request with $9.3million of new 
loan funds. (AID 527-L-029 $6.3 million, Eximbank cred­it #2153 
$1.7 million and $1 million from PL-430 generations from the
February 196A, sales agreement.) in addition, the S9 m;illion 
of DLF204 was reorogrammed to be 
a contribution to the GO? 
 . . he

total of $16.6 million of AD funds was 
divided as follows: SPA ­$6°9 million for Plan Costa; 
 OZ-A $4.6 millions mainy for to agrar­
ian reform zones, Sierra Central and La ConvenciSn and three coloniza­tion projects in Chimbote, Apurimac and Huallaga Central; 
 Forestry
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Service $85,000, .and San Lorenzo Colonization project 
$5 million.
 

of vehicles and equipment.used for procurementEx-rmbank funds were 
pilot saw mill for the Forestry Service.
for SIPA and 0NRA and for a .
 

1966 all AID funds assigned to SIPA, San
 6. As of April 30, 


Lorenzo and the Forestry Service were obligated 
by approved sub-loans,
 

of funds not coritted by approveda balance cf 8700,000and O.-RA had 
scw-

Since the impetus gained by the earlLer AID loan was
sub-loans. 
ing down due to lack of funds, the GOP requested 

$22 million addition­

al fund's for the expansion of the Agricultural Supervised 
Credit Fund,
 

$9 mil-USAID determined that 
7. 	 After negotiations with the GOP, 

in terms of keeping within a 2 year
lion was a more reasonable figure 

of the ?eruvian
time peric and considering the absorptive capacity 

for of dis....semet)
agencies involved. (See Annex I, 	Exhibit 1 

on May 5 , 1966. Minutes of the 
8.. An IRR was approved by AID/.4 


Annex IiT, Exhibit 2 . All
 are attached asCAEC review of the IRR 
fully discussed in this
 

questions raised during the CAEC review are 


paper.
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SECTION II - PROJECT DESCRIPTION 

9. This loan will be an addition to the $16.6 million pre­
viously lent to Peru by A.I.D. for agricultural development.
 
(For! detailn on Borrower,"s compliance with significant conditions
 
and cOTenants of loans DLF-204 and A.I.D. 527-L-029, see Aanex III
 
Ex6,bit 3 ). The purpose of this first package was twofcld.
 
First, to increase production of domestically conosuned fIodstaffs
 
by concentrating on a program of supervised credit with medium and
 
small landholders on the Coast; second, to support -ith sub-loans for
 
agriculture the program of lant' redistribution, mainly in the Sierra,
 
which was authorized by the Agrarian Reform Law.
 

SIPA 
.0. This new loan in agriculture will continue and imorove the
 

program started by the first package. Approximately $6 million will
 
be earmarked for expansion of STPA's coastal program of supervised
 
credit. It is UAID'L est-imate that these funds will reach 12,000
 
small and medium coastal farmers. on approximately 100,000 acres. The
 
total number of coastal farmers on less than 75-acre farms is estimated
 
by SIPA to be 5,000. 3y the end of CY 1966 this figure is expected to
 
increase to some 73,000 as result of Title XV of the 	Agrarian Reform
 
Law (see p.. 10 for further explanation of this Title). it cannot be 
stated at this time how many of these farmers should receive agricul­
tural credit. This will largely depend on the evaluation program 
outlined below as cne of its objectives is to determine the minimum
 
size economic unit oer type of crop and soil.
 

Repayments tu the Fund.will be eufficient to finance credits
 

for approximately 15,000 sub-borrowers. Tounting repayments and the
 
new $6 million, SIPA should reach approxdmately 27, '00 small and medium
 
coastal farmers each year. See Annex 1ll, Exhibit %a, for cash avail­

of the total Rnd.;
ability projections 

11. SIRA estimates that the new funds -ill make 	 possible the 
following tyces and amounts of sub-loans:
 

Put-pose Number of 7redits Amount 	 of Credits
 
t
 

corn 5,000 1,600,000
 
rice l,300 1,200,000
 
beans 1,600 500,OCO
 
potatoes 	 600 600,000
 

other crops 	 2,500 750,000
 

cattle fattening 250 350,000
 
dairy 200 500,000
 

poultry 300 300,000
 
equipment 150 100,000
 
farm improvement 100 100, 000
 

12,000 6,000,000
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ONRA
 
.12. Approximately $2.25 million of the new loan will be
 
earmairked for the agrarian reform program in the La Convencion
 
and Sierra Central zones. With these funds, ONRA projec:ts that it
 

will be able to.make the following types and amounts of credits -

La Convencion Number of Credits Amount of Credits
 

V 
short term crop 1,000 450,000 
equipment i0 50,000
 

Sierra Central
 

short term crop 1,500 600,000
 
long term crop 50 150,000
 
livestock 30* _'000 000 

2,680 2,250,000
 

13. These two zones of a.rarian refo= have been agreed
 
upon by ONRA and the Project Committee since tey are the iaost
 
important areas in which ONRA is now wor..ng i_,ers number
 
of people to be reached, need to continue the impetus ained by
 
tha first loan and cxectatlon of reasonabLe resu.,ts from new
 
sub-loan inouts. Also, these are the two areas irn wnicn 0PA
 
has most of its present staff and has gained considerabLe exse­
rience in the imlementin.; -f a sub-Lan crogram.
 

13a. As Cuzco and Puno Dear-nent s have just beer. ieclared
 
Agrarian Reform zones and deta.led -"ans "'ave not been zeveloped,
 
no meaningful projections cn be made at -hIs regarding
time, 

total Loan necessIte.s for the overall OURA c:.:zram.
 

14. The rei-ent TDB $20 million loan for co,-'.unity ievelop­
ment in seven select.ed zones Included miLLion for agrIcu­
tural credits. USAID In coordination with local IDB recresenta­
tives will take steps to assure tha. there is :.o .'verlanbetween
 

the two loans.
 

he15. As in 527-L-029 USAID will insist on a o"enant 'n 
loan agreement makIng explicit the statutory requilreent -:at 
Borrower will not use ony loan funds to compensate owners for 
expropriated property. 

* Loans to indian communities. 

UNCLASSIFIED
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FORETRY SEVICE
 
16. .	 The Forestry Service will receive $500,000 for continua­
tion and expansion .of their forestation program in the Sierra 
muinly in the. areas of Cuzcd, Huanucao and Pasco-Junin. .This will 
provide funds for sub-loans sufficient to plant 5,000 hectares of 
timber (mainly eucalyptus). It is estimated by the Forestry Serv­
ice that about 200 Indian communities will be benefited.
 

BANCO
 
17. The Banco.will continue to act as fiduciary for these 
funds and will be responsible for the disbursement, collection 
and accounting. Technical assistance is being provided to the 
Banco as a condition of the recent $15 million IBRD loan. The 
Project Committee has discussed in detail with %1r. Ives Chevalier, 
IBRD Consultant to the Banco, the technical assistance needs of 
the Banco. The conclusion was that the IBRD financed technical 
assistance is adequate to cope with the additional funds contempla­
ted by this loan, and the A.I.D. funds would be better used in 
technical assistance for.evaluation as described below. 

Technical Assistance
 

18. 	 Objectives:
 

To evaluate how well the revolving fund fulfills its
 
objectives of:
 

(a) increasing agricultural production and i..ving 
farm iocome among small and medium sized farmers, 

(b) channeling funds to :'a-_ers who 'I ',--Le able Z, 
move to conventional credit sources wti.n 
time periods envisioned In t1's !oaz, 

(c) facilitating the imPeen'a'ion f Agrarian 
Reform Law by -roviding credit to s".e.recrotcers 
who receive land under the law. 

19. 	 To train Peruvian ccunerpars, wo wculd ,robably 
work closely with the Eecutfng Agencies, in the technques
 
of evaluation so as to provide a follow-or. capability after 
the technict'.l assistance funds available from this loan 
are exhausted. 

19a. 	 To assist ONRA and SIPA in admnistrative asoects of the 
program. This would include, but not be limited to, advice 
concerning preparation of farm plans on the basis of a 
newly written uniform credit manual and simplification of 
loan procedures. 
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20.. This eva:Cuation proara is expected to provide a combina..tion of management guidance and.substantive evaluation so that the
Nattonal Agrictiitural Council and.the -Peruvian agencies wfich 'iake
sub-loans from the fund will be :in a position to know what factors

significantly affeci: borrowers performonce.
the executing agencies will be in With such data in hand
a position to modify Rind lend­ing policies or practicesKeep them closely attuned tcG 
the overall

objectives of the program,
 

2]. The technicians engaged in this program will be expected
to install new or utilize existing report systems to produce the
necessary data. 
 The USAID will also find the data useful in itsannual formal review with the Peruvian Government of the 
 opera­
tions of the fund.
 

22.. StateNorth Carolina/University! will provide the persormelneeded to carry out this program. 
This would include an agricultu­ral economist with some back '-round in statistical technique.s
as as well
technicians with experience in farm credit administration
 

Budget For Two 
- Year Period: 

2 Long Term Technicians (U.S.)(4 man/years) 
 $148,000
 
2 Short Term Technicians 
(U.S.) (6 man/months) 
 16,200

4 Peruvian Counterparts S/.15,000/mo. 
 53,728

1 Serretary S/.6,000/mo. 


5,373
 
Travel 


14,924
Assistants and other e..penses 
 11,775
 

250,000
23.
The Peruvian counterparts, at the termination of the 
two year con­tract, shall be financed by the GOP either as 
employees 
or under
 
contract.
 

Limitations
 
The ftundslent will be used exclusively for credits with
 

24. 

the exception of $250,000 earmarked for technical assistance.
will This
increase the capital of the Agricultural Revolving Loan Fund
to approximately $25,00C,000. 
 (Part of ,ID funds previously lent
were used for construction of facilities and procurement of equipment
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by the executing agencies, 4nRU Uus aLa not become part of the re­..
voling loan ftind). It is.anticipated that funds will be coinnitted.
by approved sub-loans within 18 months ard completely disbursed
within two years of signing of the 
loan agreement.
 

25. 
 During intensive review, the Project Commrittee reached
agreement with the GOP on a number changes in the terms and condi­tions of sub-loans and in implementation of the program. 
These
changes are described in detail 
in Section X Issues. 
 They include
an increase in sub-loan interest rates to correspond to the
Banco's rates;. a contribution to the Fund by
over the GOP of ilionthe next three 45 

years; a contribution to the Fund by the C02of repayments from three existing two-stao loznsbution of about (esti - contri­$13.3 million); an annual contibution to the Fundby the GOP of the amount necessary to 
cover all sub-loan repayments
which are in arrears more than 90 days which are not covered bythe net interest payments credited to the Fund; a limitation thatno borrower may contract short term loans (up to one year)period of more than five far a years and no borrower may contractand re.CuMlong term loans (more than one year) for a period of .reta than10 years; a limitation on maximum terms by type of sub-loan to bemutually agreed upon by the GOP and USALD prior to first dsLurse t.
of this loan; a limitation on division of the Fund loan portfolio
between long 
term and short term loans (no more 
than 307Z of portfolio
may be 
in long term loans); technical assistance in evaluat;ion of
Fund results, operations and purposes; and limitation on amcunt of
maximum sub-loan to any one individual of $10,000.
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SECTION III - EXECUTING AGENCIES 

26. The Republic of Peri will be the Borrower and SIPA, ONRA
and the Forestry Service will administer the 
loan with the as­
sistance of the Banco acting as fiduciary. Policy direction and
 
program coordination will be provided by the National Agricultur­
al Council 
(CNA) composed of 15 members representing the agri­
cultural agencies, congress and farmers. 
 The CNA is chaired by

the Minister of Agriculture.
 

27. Admlhfitrative and technical decisions and oolicies 
con­
cerning the Fund are made by 
the Fund Co'-_ittee whioh is coosed
 
of 5 members representing the executing agencies and the Banco.
 

Banco de Fomento Azrooecuario (BANCO)
 

28. 
 The Banco is a government owned institution prim-rily 
re­
sponsible for promoting agricultural developmenc by providing

credit to farmers. (See Annex - Exhibit Z _or Co=;aracive n 
Sheets)
 
29. The i3RD has granted four loans to the Banco si-.ce )54(totaling $0 million) to suoDort its normal >-ndin- ooerarions, he
last iBRD loan granted in May 1)64 ($i5 million) r cc nizai z .1
although the Banco's -ecord of reavment o f -LRD1oans a1 1een
good and that the Banco had a respectable record of achievoen:.'.nzn
assisting Orograms of ag-ricultur:al devel .o enz hann..... 

was not satisfactory. On the one hand, the 3anto sas 

responsibility for costly non-profit activities such asresearch and extension. These non-banding functions have used man­
power resources to an extent that has reacted unfavorabl' on its 
financial and onerational status. On _-he other hand, 
inefficien­
organization and adminiscration by the 3anc 
 itself has ..esulted in

increased financial probiems an imoorant feature -hichof is a 
poor debt collection r-enr 
 (Sne %nne7 ; .ihit f details)
Recoanizing the impo-ortanco of correctin7 this situation the 3RD 
established the followin- performance standards:
 

a) a reasonable systen,:atic reduction thein amount in 
arrears of both long and sort term 
loan portfolios.
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b) 	 adoption of;improved accountancy and procedural methods,
based upon recomnendation,-of outside consultauts, . 

4) revisiun of its operation other than credit with a view
to increasing their profitability as recommended by out­
side consultants.
 

d) 	arrangements to be made with the Government for financing

certain services provided by the Banco in the national
 
interest.
 

30. 
 From its head office in Lima, the Banco controls 11 bra-.ch
offices which run 36 agencieas, 51 subagencies and nine Oianzations.
 

.the subagencies are 
clearly marginal. 	 Some of
Total staff numbered about
1,455 as of April 30; 1966, of whom about- 1,125 were in field
offices. 
The Banco estimates that it has increased its suaff by 3
due to its fiduciary role with the Fund, 
 The staff include-s a
large proportion of well-qualified personnel, but numerous strikes
called by the Union of Commercial Bank Enployees have reduced their
efficiency considerably during recent years. 
 Remuneration con­ditions on the basis of salary scales negotiated with the Union are
not related to work achieved or the financial status of the 
insi.
tution. 
These salary increases have almost doubl 
administrativ.
 
costs.
 

31. For acting as fiduciary oft
the u
Fund, t-h e BanCo
a fee of 6 !/4 of the principal of loans colloted. 
appear high, the Project Comittee believes that 

Wlie tIis 7ay
 

it represents a
fair estimate of Banco expenses in disbursing, collecting and ac­counting for the Fund. 
 For regular Banco operations expenses
salaries alone 	 ror
 are running about 5 1/2% 
of 	loan portfo!io. (See
Annex III, Exhibits 
 4 ad d for Enco's Profi: and Loss Statement
and Comparative Balance Sheets) 
 The fact that su-loans of the Fund
are relatively small in amount 
(average about $700) 
ma*es the ner
loan cost higher than the average loan under the Banco's regular

operations (about $1800.)
 

Oficina acional de Refor-.aA2raria (ON.-) 

32, ONRA was created on 	>ay 24, 1964 by Law -l5037 to Pla,organize, execute and evaluate the programs of agrarian reform and
colonization. 
ON-RA has divided its functions into three main categories.
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a) Declaratioh of 'AgrarianReform Zones.
 

.,*This process results in the decision as to What zonfe shallbe declared a proper subject of agrarian reform. 
After a specific
zone has been declared an Agrarian Reform Zone, ONRA then proceeds
with the expropriation and transfer to new owners of the offected
lands within the zone. 
To date four zones totalling 2.5 million
hectares have been declared Agrarian Reform Zones.
200,00.0 hectares have been 
To date more than'
redistributed. This slowness is due-in 
art
to the length of time required by the legal 'process of expropriation
in part to limitation of funds. 
At the time land is expropriated the
Agrarian Reform Finance Corporation (CORFIRA) must, pay cash for all


the physical assets 
of the enterorise ex~ropriate;i e. bu,livestock, etc, 
 Land is Paid for in 13-22 year bonds at
 

b) Title XV of the Agrarian Reform Law,
 

Under Title XV of t'e Agrarian Reform Law signed May 21,
1964, all share-cropoers whether in agrarian reform zones 
or not can
become owners cf the land farmthey provided the-ir parcels do notexceed -15 hectares on the coast and 30 n the Sierra a',provided the GOP has paid for the land Pursuant1. 1966, 42,000 share-croppers to the law, As of Mayhad been given provisional titles to
their land. (See Annex 
 E, Exhibit 7 --r details) Final S-- '-n
XV titles must wait land evaluation and expropriation by O:;.A.
 

c) Colonization Projects.
 

33. ONRA is responsible for the colonization projects in Chim­
bote, La Joya, Apurimacp allaga.
 

34 ONRA presently emolovees 721 technicians, 635 of h: arein the field. Ets has increased annually e.". q4 aremillion, 1965- $6. 
 9 6O- $7.3 million 
 0NA 'as a1 tIIzedabout $7 million from DLF-204, 527 -LQ29 afor i­
credit programs and Durchase of mquipmant. 

35. ONRA's record of achieve..m.lent has been mixed. n its -olo­nization schemes such as Chimbote and Aourimac, a to over"
plan has resulted in some slowing of :rojecz execution. Also, sincethe priority project has been the Sierra Cnrl
" 
 .Jr l fundshave often not - u and personnelbeen adequate in the colonization orojects,
 

o. i the Central Sierra, after some initia! delays because of
the newness of the program,3h.NA has distributed to 12 indian c-=cuni­ties and 14 groups of farm iaborerslarge tracts of the Algoln
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Hacienda previously held by the'Fernandinfs. About !0,000,farm families
 
have been benefited by this. adtion.
 

37. At the time of negotiating this loan special attention will
 
be given ONRA concerning criteria for land expropriation.
 

Servicio de investigacidn v Promocidn Agraria (SIPA)
 

38. SIPA has been operative since 1943, and under complete
 
Peruvian direction since 1960. SIPA operates at the nationa, regional
 

.(12 	 zones). and local (5 divisiors for each. one) levels in the areas.

of research, extension, agricultural deveiopmnt, livestock evelopment
 
and administration. 
Each regional office has pireccor with sunervisors 
for each division. The delegation of authority to the regional offices 
is completely adequate to allow the regional directors to implement
 
national programs with a minimum of check-back to Lima, The Extensi..n
 
Division of SIPA (the division most directly connected with implement­
ing the supervised credit orogram) employees a total of 810 profession.­
als 777 of which are in the field.
 

39. SIPA organizationally is independent of the Ministry of Agri­
culture. However, SIPA must 
 answer to the CNA which is presided over
 
by the Minister of Agriculture. SIPA's independence is mainly a mat­
ter of budgeting. 
 In 1965 SIPA's budget was $6.9 million and in 1966
 
1C is $10 million.
 

40. SIPA is considered by USAID as one of the r4 a7ozs n 
the GOP bureaucracy, It has a long record of achievement on :he tech­
nical side in both research and acuion programs. Other agencies of 
the GOPrecognizing thishave lured away a number of its technicians 
with offers of key jobs in Agrarian Reform and the National Planning
 
Institute.
 

Forestry Service
 

41. The Forestry Service has been operative since 1943 and 
it became independent from SIPA in 1961 and is now a separate agency
within the Ministry of Agriculture. The U.S. Forestry Service con­
siders the Peruvian Forestrv Service to be one of the best in Latin 
America based on a number of specific projects, suchas timber species 
identification, in which the two have cooperated. 

42. The GOP Forestry Service program under the previous AID loan
 
funding has resulted in 61 sub-loans to Indian Communities and small
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farmers, for S/.2,512,456 to plant 2,500,000 trees on 1,000 hect­ares of eroded non-agricultural land in the Sierra.
 

•43% 
 The-Fcrestry Seivice budget has. increased steadiy since
1964. 
 1964 S/.7,600,000; 1965 S/.11,500,000; 1966 S/.16,000,000.

The popularity with the Indian communities of the 
 forestry plantation

program has been the key reason the Peruvian Congress has allotted the

Forestry Service inQreased budgets during the past three years..
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SECTION IV - ECONOMIC ANALYSIS
 

44. Of the range of development problems in PerU, 
domestic
 
agriculture is at 
once the most important and the most intractable.
 
It has proven extremely difficult to frame specific effective 
so­
lutions to 
the obvious problems in agriculture. But the long-ternl


goals are clear;increased production,higher income, Improved land
 
distribution and greater efficiency.
 

45. This $9 million loan will aimas its 
predecessc- lcan id,

at financing the material inputs 
-- seeds, fertiizers ecument-­
which when combined with the technical and management advisory
services to be provided by Peruvian technicians will take medium 
and small sized farmers, especially those newly-independenc farmers
under the provisions of the Agrarian 'efom Law, a -.asurale steo
 
down the path toward integration into the national m.. economy.
.kt-


The Domestic Aw-icutural Problem in P:
 

46. PerU is 
a large and growing im-orzer of ftods. 7n fact food

imports have increased not only absolutely ovc cime ut increased
 
even relative to 
overall imports as the do:o3 :n taae shews:
 

(...j_ Foodoas
 

dollars) dollars)
 

i962 82 
 537 	 15.3
 
1963 88 
 56 	 i5.8
 
1964 98 
 530 	 16.9
 
i965 130 
 730 	 17.8
 

47. 	 While there arc crops, such as a that cannot be ef-

Liciently raised in Pexl. 
 it is clear a t-e country can acnieve
 greater agricultural production, especially in comcdities 
like rice,

livestocK' daOir,rocc-s 'Mdible_ oils 
 fruits ana" veg--'etles,

which are now imported in volume. 
 ? ,_ fter al!, has a land area 
larger than France, last Germany and 3Sin zcmoined with a population
that does not reach 10 percent of those European countries. 
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-48. 
 Even grankting the constraints imposed by a lack of water
.n the.-.cqast, low temperatures and poor soils of- the Sierra, and the
tropical rains of the Selva, it ought to be possible for Perd to

achieve greater agricultural self sufficiency.
 

49. The-following list details the major food imports into Perd
 
in 1965,
 

Cereals 
 $56.4 million
 
of which:
 
Wheat and Flour 
 (37.9)million.
 
Rice 
 (13.5) " 

Livestock and Meat 
 19.7 " 
Dairy Products 13.9
 
Fats and Oils 
 11.6 " 
Fruits and Vegetables 7.3 " 
All Other 21.4 "
 

Total 
 130.3 million
 

50. 
 To date, AID has invested more than $16 milion in agri­cultural credit plus a very considerable sum in roads to open uo new
lands. 
 However, AID is not the only agency invescing in ?eruvian

agriculture. 
Among foreign lenders the 37D has committed $5

The IBRD has invested a total of $29 million in 

m 
the San Lore;'zo irri­gation project in addition to $30 million in loans to 
the Agricultural
Development Bank to expand the Banco's loan progra=, 
 Cn the ?eruvian


side, the orimarv scurce of direct assistance to :armers Comes

from two agencies, the agricultural xtension service, SIPA, and the
agrarian reform agency, ONR0A. These two 
 agencies provide technicalassistance work in conjunction with the government c :ned AgriculturalDevelopmrnt Bank, The Forestry Service also has a role to 
play in
 
agriculture, 'out shortage of 
funds has to 
date limited its role.
 

Results nf the Credit Proram 
51. Drawing on funcs made available through :rior US loans for 

agricultural credits, SiPA, O,RA and the Forestry Service have overthe past year and one-.half approved more than 20,000 sub-'oans total­
ing some 816.3 mi Ilion as of April 30. 
 These funds have been
channeled to 
a oreviously neglected element in agriculture -- the
medium and small 
sized farmers producing for the domestic market, For
 
details see Annex i1, 
Exhibit 3.
 
52. Traditionally, the export growers and the large haciendas
 
have had access 
to production credits through the com-mercial banking
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sysIrem and)- in.recent years, [through the Agricultural Development Bank,
The 
 credit"
source for small farners has been the haci:enda'
owner who financed the crop and provided the management in exchange
for which he received the marketable output'or the labor services of
the subsisteLce.level rural families.
 

rradirinaI 


53. 
 While the number of independent small and medium sized
farmers has never 
been.known with any degree of precision, it is a
fact that 
the number is increasing rapidly thanks
Reform Law passed in 1964. to the Agrarian
Under that law families with land plots
of 15 hectares 
or less on

titles 	 the coast can receive provisional
in fairly short order. 	 land
Similarlv, Sierra shareropp 
 wor.­ing plots of 30 hectares or less can receive provisional land titles.
These so-called Title \,V 
farmers numbered 38,600 at
and.another.53,6	 the end of 1965
00 are scheduled to receive land in 1966. 
 ,,'ith over
100,000 sharecroppers having applied for land titles it is evident that
the number of aew 
(and marginal) farmers is bound 
to gro,,,
 
54. 
 One of the prime objectives of past .AiDagricultural cr:d-,ts
and of 'this pronosed loan is to improve the
survival of chances for economic
these new smaii farms and thereby give real meanin, to
agrarian reform. 
 The loan capital !grovided from A combined with
the technical service of 0XLtA and SIPA should helo ....
_jfor de the gap
from servitude to meaningful economic independence mayor these
.or m 
 r
farmers, raising domestic agricultural output and increasin 
 real

farm income.
 

Results of 
the SPA
Proram "Plan Costa" 
to D:,­
55. 
 SIPA can 
trace its 
lineage 
back beyond Point IV
neering Rockefeller 	 to the io­interest in Latin Americanearly forties. 	 aricu!ltreThe agency now has a 	

in thebudgetand employs l,il3 of .ore 	 than 310,000,000technicians. 	 :)e..it is the a.enc. r .o.s - _ - or:-0,or
"Plan Costal, and overapproved more the last lS months (throuthan $8.5 million on 	 h Ari, l9f3)15 ,00 loans 	 hasof approximately $560. 	 an ava l­
an aa 
 loan
 

56. 
 While financing produce rangin-
as well as livestock, SIPA h 
from alfalfa to "atezelons


S, .. .. co,-.ted a 
 os 

corn and rice 


funds in two crops _-	
itted a! .mosthhalf: o-- th :,oin 

-_ with livestock 
a clo
Loans by cormiodity through December l965 	
third.
 

are shown in su,
below.,	 ,y for-1m
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'Average

Crop Total Credit
Number of Credits 
 Credit (Thousand of Dollars)
 

Corn 
 5,062 
 336 
 1,700
Rice 
 1,056 
 1,082 
 1,143
Livestock 
 566 
 1,966 
 1,113
All other 
 .4,774 
 485 
 2,314
 
Total 11,458 
 549 
 6,270
57. 
 To receive these credits participating farmersunder the
 

guidance of a SIPA extension agentdeveiop a farm plan. 
On the basis
of soil, climatic and marketing possibilities the t:'o jointly a-reeon the crop or crops to be planted, the Durchased sunoiies and ecuio­n,ent that will be necessary as well as the i" ­ n­fertilizing, cultivating and harvesting. 
or I 

The complete farm Dan is
a key part of the credit application submitted to 
the local loan
committee which includes a reoresentative of SIA, the 3
anco and
O1NRA. 
 Thile the farm elan itself is essential guidanc -'or the new
farmer, SIPA's major contribution comes 
in the technica1 arsisrance
foliQw-on once 
the loan is approved; shoWing the 
far..e r hoQ to 0!.nt
how to apply fertilizers, when to harvest, 
etc.
 
58. Though the progra
m has been in operation bare ly 1 months,
SIPA feels, and indeoendent observers agree, 
ethr sniicant 
 -
vances have been made in at:itades and practices which have already
showed up in terms zf 
increased outputs.
 

59. Resistance to the use 
of synthetic fert 'izers 
has greativ
diminished as 
farmers use 
the chemical fertilizers provided 
.SPA
as an alternative 
to he .'.ano that has tradtional>!been used.
Further, SIPA has introduced to 
the smalI 
 and medium sized farmer the
use of 
improved seeda::ie including hybrid corn, 
otatoes and
 
beans.
 

60. In other aspects -f improvz'd farm 
 r.ice, S2?A sutolies
equipment and en-ineering advice 
on a custom basis 
to level Land, to
improve water utilization, clear drainage di-c -.s, &ind engage in
limited flood control work. 
SLOA esti-ates t-at 
 1965 its machinery
assisted more than 37,000 farmers, double the number of 1964.
 
61. 
 In the 
area of disease and oest control, 31PA has initiated a
selective valley-by-valley educational campaign against such oests
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asthhe-fruit fly and.powdery milde of.apples. The proper use of
. ' 


pesticides has also been an essential element•of these campaigns
 
62. 
 On the mzarketing side, SIPA has been promoting cooperative
marketing arrangements. For example, under SIPA guidance groups of
farmers have by-passed traditional marketihg channels and have sold
their corn dirct to pocessors receiving a better price and at the
sane time facilitating repayment of the sub-loans0
 
63, In livestock the accoiplishments of the past year include
instruction in the use 6 
balanced fee$ using concentraes ai-
 uze
 
of corn silage for cattle, a little used practice previousiy,
 
Farmers in the Arequipa area,
have built 17 upright silos with

-or example, with the use of sub-loans'a stora-e capacitv of 120to better utilize this tons eachfeed, Livestock borrowersmaintain full vacciaation under this proramschedules to protect their -iimalso
 

64, The 
 results of the additional inputsand technical of money, leadership,assistance in terms of increased outout arestill sliim as 'letsince disbursements under this program have beenfor little more unden.:aythan one year. Nevertheless, there are some specific

data in major crops,
 

Corn
 

65. 
 Working under the coastal credit plan small
15,000 hectares of hybird corn 
farmers ontd


in 1965. 
 The best available esraae
puts the added production of corn for the new areas 
planted (replac­ing cotton) and the improved yield per hectare at 30,000 tons valued
at $2.2 million.
 

In part as a result of
66, this credit program corn imports,
wnich in 1964 totaled almost 16,000 
tons costing more than one million

dollars,were negligible in 1965,
 

Rice
 

67. in the latest (1964-1965) crop yeartons of rice worth over $13 
Per- imported 92,000million. 
The estimated rice production
of small far-mers attributable to 
their use of improved seeds and
fertilizers available under this program was 
12,000 tons valued at
slightly over $1,000,000.
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68. The'increased. output by small farmers just offsetthe de­
*.cline in domestic production as large farmers moved from rice to
.cotton.because the."gove1nment-contrblled r.ice. price was held at
 
too low a level.
 

690 Before planting began for the current crop year, the GOP
 
announced that first.quality rice will be free of.price controls and

that the lower quali'ty rice can be sold at: a higher price than be­
fore. As a result there has been some switching by large growers
 
from cotton back to rice.
 

Beans
 

70. Yields of menestras (beans) wenc u? very sign- cant.y amon
 

borrowers from the loan fund. Available data indicate that ouzout 
per hectare rose frcm 330 kilos in 1964 (without supervised credit)
to 1,200 kilos in 1965 with credit. The increa-ed revenue of more 
than $80 per hectare generated for the farmers aneartioipazing 
additional income of al-osr 3500,CO0.
 

C',aX Credit?o,ram
 

71. Sub-loans made through ONRA are 
spread over five regions

with the bulk of the lending concentrated in two as show- in the
 
following table.
 

Region Sh*r.-.,rm Loans Lonz-:e-
 Leans
 
(Thousands of $) (:housands of $)
 

La Convenci6n 
 897
 
Sierra Central 693
 
Tingo >arla 337
 
Chimbote 
 38 
 3-7
 
All other 
 i56 
 138
 

Total 2,i~l ,7.
 

72. Experience to date with loans disbursed 'b,CJ.A is scanty. 
Loans made in late '64 and early '65 were Zor intuhs dunn- ahe
 
1965/66 crop year, the bznefits of: whiche 
 onl
after the harvest now underway, is ccmplete. 
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73:' 'NRA began workfirst in..the. La Cnvencidn.Valley northeast 

of Cuzco in November 1964 and swung into high gear in 1965. 
 The
Valley bad been a center of peasant unrest. Land invasions and clashes
-with troops were frequent occurrences and Communist agitators­
were-active in the area,
 

74. 
 From November 1964 to April of this year OiaA in La Conven­
cidn has made almost 1900 loans valued at $895,000. All of these
loans were.at short term with the greatest portion of the mon:-y
going into coffee, tea and cacao. 
For a variety of reasons, political
and economic, sub-loans have been used to finance these tr-:1--
rcn
 crops, it is significant that in La Convenci.n lass than Zen percent
of all loans accounted for two- .airds of the funds 
1.ant. Cooperatives,both producer and marketing, and groups of "associated f_rmers" werethe principal recipients. With an average of 9 "associates" in each.group, these farmers each received an average loan of $370° 
 ln con­trast farmers applying individually borrowed little more than $110
 
each.
 

75. La Ccnvencidn is the f7irst but the Central Sierra ?_cgion
reoresents 
the greatest concentration of Oi'2 technicians an, Sub­loans under previous agricultural credits. Comprising the mountain­ous regions of Pasco and Junin and the relatively advanced sami­tropical eastern slope the Andes,of especially the ChanchamavoValley the Central Sierra ohas thus far received appo--.- at... 2
 
million in sub-loans.
 

76, in short-term crop loans lik. those of the La Convanci.Valley,. 01MA has channelled almost 5750 thousand in 9-2 sub-loans
averaging about $640 each in addition to 
a large: $LKi,CCC loan to a coop, in addition, slightly over 
S20'0,000 has oeen ai

50 long-term 
 loans for high valmed avocado and citrus
 

77 The 0.aA program is distii n the Cnr " erra asthe agency has channei-ad "cry long-te-
 su.-loans - years-outL3 toIndian communities to pay for sheep raisin enterprises. :heseloans complement, indeed are a ccmconn 
of the more conventional
 type of agrarian reform in the 
sense tha 'e proaram invo> es the
wholesale redistri-ution of 
iarge aacuircy a Govern­ment and then redistributed to the nearby indian a,-...... 
 's,
long-term sub-loans have been utilized to stock these itributedlands with quality livestoc<. 
 ,hile the loans themselves have been
mace for a proper purpose, the term is clearly excessive, Long­term livestock loans are expected to be a part of ONMA's future ac­tivities in the Central Sierra, but terms will be shortened.
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.... 78.; 1tn- 6tfi regions, ORhas been responsible f ,r.makinig sub..
loans in the Chimbote. irrigation project which was taken 'Over by'the.dov(lar= approedn-1s 4subponsforths pulqo,*6. t.of -thi
':. $400,00
i fproject is going intlandleveling and irrigation on,136 land parcels with smaller amounts ear-

A .d.: . .. 
marked for short-term crop loans.' 

.. 


79.' I*"addition'to the projects de'scribed above, ONRA has made.. .loans, 

.. 


.
intwo small colonization projects (Apurfmac and Tingo.Maria. 
 .
Tocache) as well as making some loans in'Jaen, Bagua and Cajamarca
in the north and Abancay west of Cuzco in Apur mac.
 
0. The combined total of loans in all regions outside those al­

ready described totals less than $600,000.
 

1. 
 As rLoted,, it .istoo early .tadraw firm conclusions about the
" ""effeciiee'a'' f these'widely Separated, disparate programs that ONRA

is involved in.
 

82. 
 .Though difficult as yet to demonstrate quantitatively in
tellis* f increased ouiput, theie is conslderable tangible xidence .
especially in La Convencidn that the ONRA administered program is
having an impact. 
 There is in that region stability if not tran­quility. 
 In fact, the guerilla bands which had caused considerable
agitation in the area are not cuirrently a threat and the previrua.Iy

restless campdsinos are largely quiescent, 
 Th' fnction 'of pro­
ducers and consumers coops especially in tha:I region has been
 
spurred, given impetus by the improved prospiicts of getting financing

for such endeavours.
 

83, In the Sierra Central, the availabi!Ity of AID sub-loans ..
has beenan indispensable element in the acqu .sition ; f livestock bythe indian comLunities and has been a contr. uiting factor in the
elimination of land invasions. 
 In addition,,e campesino training

center in La Quinua is an effective device fo
' teaching democratic
 
leadership co 
co-, unity leaders of the area.
 

The Forestry Service
 

84. 
 From late 1964 to date $85,000 from previous AID agricultur­al credit loans has been utilized by the Forestry Service in planting
!,000 hectares of trees on eroded, :non-agricultural land belonging
to indigenous communities and small farmers in the Sierra. 
In this
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program the Forestry Service makes seeclings available to :the in­digenouscommunties which in turn provide. the labor for planting,
and then assume the responsibility for carrying for the plantations.
The campesinos receive food rations for their work in this program
under the provision of PL 480, Title II. 
During the last two
years more than one million such food parcels have been distributed.
 

85, The yield from this forestation program is high.
land not suitable for crops or pasture is used. 
Only
 

The time invested by
the ca=.esno labor does nothin
u-dr-no_n_ . v-en:. - --.'--e cnlyn 1, "ore in real terms thaa '.real no--u:,:t' cos .... a - - .C •sinvoved o-s....- ! 

sented Dv costta of the seedlings 4ih - 7U Le_ ":i -esub-loans, 
 it is calculatad that 100 will reforest ona Z C........
The eucalyptus trees take approximately zen years -eforatacy can
be cut, and then by selective cutting a yield of 5,300 board feet
per hectare annually can be sustained indefinitely. On :his oasis
the cash yield per hectare for the trees works out to a out 55annually.
 
86. if 
the Forest Service's long-ranee plans 
to 1lant
iC0,000
hectares in plantations are realized, 
the annual cash income that
would be generated would reach $6 million nr year. For thperhaps, one million families with a per capita cash income of
than $100 
 less
per year that would stand to benefit uliLmaely from sucha program, the S6 million increased i:Lcome would be subscantial. 

San Lorenzo
 

87, 
 Some $5 million was allocated frumt
sub-loansas part of DLF 204 -crthe financing of 
the ?30 million third stage of
this large scale irrigation project.
 

38 Major investment expenditures in tl--dthis stage arebudgeted for land development, road equipment, technical services and
facilities and, most 
imnortantly, in farm investments at 
 h-'ort
 
and long term,. 

89. Of AIDthe sub-lcans aproved throuah end of the firstquarter, 2700 of 
. 

the 2300 sub-loanawere Zor mec.ium and lonZ 
ter
credit. ApDroximacely $1.3 million was desti.2 
 'or macruner",
just under one million dollars for house conszruction and approxi.
mately $600,000 for irrigation and long-er livestock lcanzcomb-nea.A quarter of 
a million dollars was disbursed in short term loans 
for livestock. 
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90. To date, 1,192 parceL in San Lorenzo totalling 19,000 
* irri'ated hectares have.been settled.. Most of the 826 houses that.
 
'have been built- in the projecthave been finaned -by the 655:AID_.
 
sub-loarsmade for this purpose.
 

91. The sub-loans fromDLF 204 do not 
loom large inters of the
 
scale of the San Lorenzo project.. Even in terms of agricultural

credit the AID financed portion is far outweighed by the IBRD.
 
Further, AID funds are largely in long-term sub-loans as the World

Bank loan 
funds have been heavily committed to the short-term
 
production type loan.
 

92 The San Lorenzo projecZ when fully ccmletd wil male areal contribution to Peruvian agricultural producticn. 
 uroier,

there is 
no question that San Lorenzo will provide economically
 
viable family farm units With the commitment of $5 million to this
 
project, AID has assisted materially in the projects ulcimate
 
success,
 

Conclusions
 

93. During the oast eighteen months a suhs~antial volTume 3f
 
reasonably-priced credit has been reaching thc small 
and medium

sized farmers. M!any of them are completely in xeri noed in frm
 
management and mos- cre w;oefu 1 shor: in heir :no e: mc
 
-arm oractices. This means that the tchnical
 
provided by the Peruvian asencies has been and 
';i'l remain essential
 
to the success of loan fund.
Chis 


94. Despite the short period in which this program hs teen 
underway, it tangiblehas already produced results. The inzreased 
production along the coast of food omesuic --­in short - *- orn,

rice, beans __ has been cited. The ....... -o alst
 
in La Convenci6n and the Sierra Central a!so reflzct 
to a cecree
 
the availability of economic assistance in those r2 ions.
 

95. The contribution of the long-term .Z l ssu -- tot -ok 
in the Sierra, farm ecuioment in San Lortnzo an adnc o
 
in the Coast and elsewhere- cannot vet be medsur-:1 of course. 
More time will be recuired before the Oesultsof these t%':e 3 f la emerge.
 

96. One point which has not been dealt with 
in the foregc:nO
 
and which meiits consideration is defaults. 
A major test oz Ce
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*economic results' o' sub -loans'under'this n*ogais whe thet they ar* pai:d ba*ck. :While,there .are many reasor; 
 for'a high dfiultarate, a

well-run program of production loans should have a manageable deft
 
linquency rate, say, less than 10 percent.,
 

ar"- I the SIPA program, which'.is.the only. one for'which datay availa le, the proportion of slow payers is ver high 29
 
pecent 'of-a11payments due have not been made on time.. 
Part of the
explanation for this high rate is the faulty classification,of de­
linquent accounts,. SIPA has not adjusted the figure to reflect loans
which have been,extended or rolled over. 
Makin" - 1lowance. oSr re-'
newals will doubtless bring the default: rate down significantly. But
 
even after the adjustment, the delinuincy rate 
is expected' to be
 a problem,•largely because of the marginal status of many small
 

* farmers. Some farm families, for example, have less than. 2 acres of
land, an uneconomic parcel. Lack of knowledge of markets, insuf­
ficient technical assistance, and poor management are among the other 
 "
 
reasons that can explain high rates of default.
 
98. The new loan agreement will provide that the Go 
 n
 e overnament of
 
Peru will repay the revolving fundfor sub-loansdelinquent more than
90 days. 
While this step will preserve the integrity of the loan

fund, it is still true that defaulted loans represent a loss of real
 

...resources,
 

99. The Mission strongly believes that the program evaluation to
be carried forward under the $250,000 technical assistance component
of this loan will significantly improve the future operating ex­
perience of the _-nd by pinpointing causes for default and isolating
 

. such factors as 
the rates-of return to borrower depending on crop

financed, size of farm and other variables. Guided by the results

of such studies the National Agricultu-al Council will be able to

keep channelling the resources of the R.evolving ?und co 
Zhosa who can
 
use it effectively.
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SECTIoN,v-FINANCIAL .'NALYSIS
 

Estimites of Total Costs:
 

s/--
 Total
 

SIPA ".Plan Costa. 
 8,9509000 wow 8,950,000 

ONRA Agrarian Reform Zones 9,900,000 9,900,000 

Forestry 71antations 900,000 - 900,000 

Technical Assistance 90,000 160,000 250,000 

Source of Funds:
 

GOP . SIPA 
 2,200,000 
 2,200,000
 

ONRA 
 4,4C0,000 
 4,400,C 0
 

Forestry Service 
 400,000 o400,c00
 

CORFIRA / 
 3,000,000 
 3,0¢0 00
 
BAINCO 
 1,000,000 
 ,000,000 

GOP SubQTotal 
 11,000,000 
 -o. 11,000,000 

AID a SIPA 6,000,000 
 -.- 6,000,000
 

ONRA 
 2,250,000 
 2,250,000
 

Forestry Service 
 500,000 
 sc5,ooo
 

Technical Assistance 
 90,000 IS0,3c0 250,300 

AID Sub-Total 3,0... 0 9,00,0
 

Grand Total 
 19, 40,U-O 150,00 ....2 
 .0Cc 
a! Stated in dollar equivalents at S/, 26.80 
zo 8 1

b/ Agrarian Reform Finance Corporation
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?.102. '-t is anticipated

•p.r.oposed tnat kL 480 funds generated under thetitle IV agreement. will beused to. finance local currency...costs of the AID loan if and when they become available, 
 It is an­ticipated that this Title IV agreement will generate about $2-$3 mi­llions. There are no 
PL 480 funds available in Peru at this tin4 
103. 

$5 

The.GOP will make the following contribution to the Program:
million will be contributed to the Fund by the GOP over a three
year period beginning with $1 million in 1967 and $2 million each for
*the succeeding 2 years; 
all two step loan repayments pluis interest
from Lima Water and Sewerage (527-L-022), Pativilca Hydroelectric
(527-L-025), 
and Ca-on del 
Pato (527-L-24) wiIl
Fund. The total be oos4ted n:
from this source will bea13o3 milioni over the next
14 years (see Annex III, Exhibit 9 for details). 
 The loan 
 -
shall specify that these two step reoaments may be reda-et -
 .:
USAID so agrees with the GOP :: t.ethat there are other hi"her priority usesfor whatever balances have not already gone into the Fund, 
 Sin.e
these repayrMents will be coming inun-211980, the Projec Cmiee
believes that it is best to 
allow ceruain flexibility 21'-
LC on
of these funds in the event that :rogra..

period or 

emohasis chan.'Ls , thatother sources of funds beco-e 
 iable for thc
cient quantity to obviate the need for 
un E -::­

continued use........::-sio
repayments, 
The GOP 
 aill
elso contribute the ooeratin
ONPIA, SIPA and Forestry Service in the 
areas :: -n:i.-----------
loans. -
The 3anco will receive 
6 l/4 nercent of sub-loan 00, n:-es'Sa 
Zee for their fiduciary duti es. 

104. Besides the above fixed co:-ri-utions 
to -,. :n,-
will contribute each year an unspecifie amount to make 
: 

The Banco will make a ,uarterly r0oor: o arrears of FuncThe net of sub-loans.amount rea'.ents in arra nmare ....
 2ays as of March31 of each year shall" 'be include nd if. - -t re­iover-m-en:tquest to Congress far the succeeding 'ea r 
 (The u' e S :'o =. oresented to Conress in Augustf n 
 anr a'-z
a-_ ea ... .snormally completed by lastthe Of December). A 13nohrzontrihu::7: nthe GOP will be the $3million alocat2-: by th Oform Finance Corporation (CORF: ), 
Arrian Re-

T1hts 
 C S theagent for ONTU in alOaying or assets on expropriated lands. For irs­tance if hacienda is expropriated,a the lands ore -a-dfor in longterm bonds, 
 However, buildings, livestock, etc. mUst be noaid for incash. CORFIRA's $3 million ill be used for these tyes or oayentsin Agrarian Reform Zones. 

105; For purposes of this paper the GO? contribution is considered
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to. be only that amount of'funds which'will be contributed during the
projected-disbursement .period oo this loan .(2 ye-rs) or $11 millionsOver'the next fourteen years the GOP contribution will amount to
$18.3 million just counting increases to the capital uf the Fund from
budget contributions and two-step loan reoayme!nts°
 
106i '.-The 
IBRD in 1965 lent $15 million to the Banco and $ii mij
Ilion to the San Lorenzo Project. 
These loans were aimed at providing
medium and long term credits to commercial coastal farmers.
recent iDB's
Indigenous Cormmunities loan of $20 million i,..,
'
ilion for agricultural credits in 
seven selected zones 
0 . .
and a1proximatel
the recent IDB loan of $15
$I0 million for a.ricumil'ion fo3 setatlnn! creditsi. heisTingo',ddTocache zone. i
Due to 
these recent inputs, 13RD and 7,D3to AID/W that they will not have indicatedbe interested in participat ingin this loan. -7i:h AIDAlso since there are no 
foreign exchange costs, Exim.
bank has indicated no 
interest.
 

SECTION V! - ,PAY-NT OSPCTS 

107. 
 Based on the economic anlysis of Peru's si :aiaas well i-'--.x -,as the C-0.Ps pas: record of outs:andingvicing e-fo-na-ceits debt, in ser­it is the opinion of the Project Commitzee tha:payment prospects refor this AQIoDo loan are reasonablea 

SECTION VT! DT cT O': s. ECxNO:xY 
108. 
 No harmful effects to the U. S. economysult of this A.IoD. loano 

%rilloccur as a reNo export foodnanced which aer 
or feed crops ,;;I­in chronic surplusdefined by the UoS.....n 

in the US or %3rl-d .. asof Aricu :- , n ;or feed a.ricultura, commodities be financed f3c 
-Ynnnfood 

or export which are C. -ooonsdin chronic surplus 
in the U.S. or .­defined by the U.S. 
orld mar-ets as
Department of Agriculture=
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SECTION VIII CONDITIONS AND COVENANTS. 

109. The major conditions and covenants of the Loan Agreement
 
will be as follows:
 

1.' The Executive Branch of the Peruvian Government shall
 
include in its budget request to the Peruvian Congress for the
 
calendar year 1967 the equivalent in Peruvian soles of one million
 
United States dollars ($1,000,000) to be contributed to the capital
 
of the supervised Agricultural Credit Fund. In calendar years 1968
 
and 1969 the Executive Branch shall include in its budget
 
requests the equivalent in Peruvian soles of two million United States
 
dollars ($2,060,000) for each of the above listed years as further
 
contributions to the capital of the Fund. If the Peruvian Congress
 
does not appropriate the contributions in the amounts and fo- the
 
years specified above, A.I.D. may foreclose the possibility of
 
further A.I.D. assistance to the Fund.
 

2. Sub-loans will carry the rates of interest now used by
 
the Agricultural Development Bank for its normal operations. These
 
rates are:
 

Amount Rate
 

Si. 0 - S/. 10,000 7% 
S/. 10,001 - S/. 50,000 9% 
S/. 50,001 - S/.l00,000 10% 
S/.100,001 - S/.200,000 12% 
S/.200,0O1 - S/.500,000 13% 

3. The Agricultural Development Bank shall receive 6 1/4.
 
of the principal outstanding on sub-loans at such time as the
 
interest is collected in order to defray administrative costs.
 
The present transfer of 3/4 of 1% of loans collected to the Agrarian
 
Refcrm Finance Corporation shall cease. All interest collected above the
 
6 1A% required to pay administrative costs of the Agricultural Develop­
ment Bank will be used as increased capital to the Fund.
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is.-tt.eGovernm et
ofportion"this loan, Peruvian Solesbecome availa the
of Perui) as the yrteu 460t ofTitle IV Sale r (ii). ahe ' 

un ourthse lofnSol uch~olerepayents,to insexcessthe cse a eq dtrseuento the podsartoof the Sd igalent of US$200,000 
npevai
taaisablished'ing &th 2 

th A . et ote p c al aeveopnt B w ina. e o *'the U.S. Mission tb Peru as repayments to A.I.D.eoeaalbettwjtprpyetareeto of PL 480 ,Titlet
I.~lexhae
' ' -vraten leall pmtd froicoromercial impot;';
loans, the Government of Peruand the 
 eUSAIDshallto aply
agree 

sucSoes p te urposes 'of this loan, and to redu'e the dollar
portion of this loan'. herein aithorrized, and the didbuyrsements.y
heru nr butanto, by the dollar amont of. 
 eahe
 

Dollar reduction shall be computed at the higheit dollar to Sol
exchange rate legally permitted for official 
or commercial impor
transac.tions, then prevailing. 
a n s t r o .. • 

5. The Agricultural Development Bank will make quarterly
statements on the default situation with reect to Fund Sub-loans.

The GOPwill l e loan 
sinarrears
on90 f more than days by an
anulontriutepn 
 oa the
al da 'Thefarch 31 report of.each year.
will be used as the basis for determining the amount the GOP will
 
request in its budget for covering such loans in 
arrears.
 

6. No ib-borower.iaycontract short term.loans (up to
 one year) from the Fund for a period longer than three years from
the date of his first such loan. No sub-borrower may contract
 
medium and long-term loans (more than one year) during,a periodlonger than ten years from the date of his first such Loan. 

7f Prior to first disbursement AID and the Borrower shall.
 agree on specific loan terms 
to be applied to each category of sub­loans.
 

8. 'Nomore than.30% of the Fund's loan portfolio shall

be heldoin loaniof more thaneone year's duration at any given,time until and unless the GOP and USAID otherwise agree.
 

9. Borrower shall agree that im'mediately upon the signing
of this loan agreement, arrangements shall be made for the initia­tion of technical studies; 
to be financed under this loan~, for the
purpose of evaluation and refinement of the administrative proce­dures and operations of the loan and the Supervised Agricultural
Credit Fund, for the purposes of refining policy benchmarks which
define the types of crop, and .lending terms and conditions to small
and medium-sized farmers to whvm supervised credit is to be extended,
for providing standards as 
to minimum farm sizes for inclusion
in the credit program and for establishing effective procedures for
rapidly vesting adequate title in these farmers.
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Revised June 27, 1966 

(i) Borrower -shall agree that arrangements provided

for in (9) above, satisfactory to A.ID., shall he a

condition to the first disbursement of the proceeds of
 
this-loan;
 

(ii) Satisfectory progress in the.conduct of.theae
 
studies shall be a condition, to continuing disbursements
 
under the loan.
 

(iii) Borrower shall covenant that no later than the
time at which six million U.S. Dol ars ($6,0OO,O0), (or
its equivalent in Peruvian Soles and U.S. Dollars) is

disbursed under the programs contemplated in this loan,

the technical studies provided for ir (9) above shall becompleted, and the adm4ristration, operationa!, legal, ard
 
policy recornnendations rrovided :'v rtese studies. o. in
 
additonal review by A.I.D. of activizi.es as.cc..-,ed 
 -this loan, shall be adopted anrd ,.e effect!.ye, to ",e ca-isfaction
of A.I.D., a:3 a condition to subsequent disbursemen.'s under the
loan. Borrove'rs failure to ccrzcly with,"his o t--. covenant
satisfaction of A.i.D. shiall conv-ituoe an even- fau ­
under the loan agretamen.
 

10. Each year for h-'. lfe ,f the la a 
.... fe t- 'ca.., 0on a a'e n.o

later than May 31, the Borrowe:r ani a eet oimal
review progress, agree on such _hange3 aLay [Le
plan uses of sub-loan repaymen-s for t"oe co::ing year. 

-nCt 

• ~II. Princinal. "erayz. tons :'rc::z sub""-l a: s . :' i:an : . 
Develbument Loan Fund, Loan :Io. 10. AI.D. La:: N[. {27-1-029,
and this Loan shall be :laced i. a ...... e..- e"Agriuclutral CredIt, d (('qu-dn and the :'uaes ---. r.ceioo'es for
tue operation of such ­3l:nd .7.D. ry dee:: -sbe governed by the Loan .g...e e-s for saof 
anything appearing to the contrary in DLF 204 or 527-L-02). 

UNCLASSIIMED
 

http:effect!.ye
http:activizi.es


-" 29 - -UNCLASSIFIED 

12. No funds under thfs loan may be'used to finance'
 
expropriated United States or Peruvian property.
 

SECTION, IX - fl4PLEMENTATION PLAN 

110. It 
is expected that the loan will be authorized by AiD/W
in lath June, 1960, and that the loan agreement will be signe6 3ne 
month later. Conditions precedent should be completed within one 
month after signing of the a.reement.
 

111. 
 A.i.D. funds under orevious loms have been completl.y

committed for approved sub-loans, except $700,000 in colonization


'projects of ONINRA. Due to this oflac! fuads new sub-loans have only

been made at the diminished t-ata ,rade possible by 
 use of rpaymnts. 

112. The implementation of this loan will proceed :n muci the
 
same manner as the two previous loans. 
 The main d rnce will be

that no funds will he used for construction, or ruent of ,-cui­ment, by the executing a-,nci es, All monis'
 
marked for technical assistance, w.7ill be used for .aa-oans,

loan agreement will contain Orovisions kin 
 f..s o n

in DLF-201. and 527-L-029, (1) to ermit consolida-i on the :unds
 
made available under these two loans far sub-o.."- f
-
made available under this loan, and (2) to -7ermi est il sf-ent on asingle system of regulations and procedures far the ooeration of the
 
consolidated Supervised Agricultural Cre--
 '-.
 

113. Loan Agreement 527-L-029 orovides that goods and ser%'i es

financed under the Agreement 
 shall have their s our_- Dri in -:he
U.S. or Peru, exceot that items procuredw SOl'es by :Ifanme s
under sub-orojects approved by . D not nexceed!; tb So e,-ui a nt

of $500 per sub-loan shall their s2urce e'
have in ana nheir oia i
in Peru or in countries included in Code 399 of the .- ,z, Geo'.ra 1c
Code Book as in effect at the time such ;ods .2nd service-- are
procured, Exerience during imp .enta.:on' 52 7- -C2'9- n ats
there is no satisfaztory method o: en-or- z - $h$5C0'C I a 

that 
... orci- Inb 1'm,':ation acthe 

local community level, and the $500 ....>imitt-or 1i be r ein e 
new Loan Agreement. :he Project Committee is of the oJinion that no
waiver of A.IoD. source - origin recuirements are necessary,, r ti- S 
purpose, since the procurement involved 
is by a sub-borrower of small 
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'loansunder an intermediate credit operation. 
The 	limitation, to
free-worId 'procurement will be retaine'd:however, to permit AID"todisassociate itself from procurement of items that may be discovered
to be from Communist 
- b] k countries. 

11.4,.. The 	Fund may 
e used to make loans to individuals,
cooperatives or Indian communities for the following purposes:
 

a) 	Procurement of fertilizers, seeds, seedlings,

insecticides and fungicides.
 

b) 	Procurement of livestock, poultry, feed, veterinarian

supplies, and fencing -mterials.
 

c) 'Procurement of agricultural machinery and equipmentor the payment of rental services for such.
 

d) 	 Procurement of materials for 	construction of farm 
buildings and improvements, 

e) 	 Payments to cover the 	 costs of soil i...rovemet, on­farm irrigation systemns, on-farm roads and land pre­
parati cns. 

f) 	 Payments to far-mers fzr personal a::d family work on.their own land at a reasonable rata Der unit of 
to be determined by 

work 
thZe 	local credf-_ co,-izee und,r 

the following conditions: 

(1) The fara,?r who obtains such a sub-loan will besubject to the technica 7. Seris Dn and control
of the executing a;encies° 

(2) 	The farmer or car-ze f:arme:-f wi 1 e )aid for 	hispersornal or f=1,_ wo::{, 	 :.r3ra--,* lonly when he daos not h-%- Onor rescurces 
to live on until he starts receivine suffici ent
income from his fa-m oeraioins. 

(3) This working caoitai !an "::il be restricted 
to the value of ork performed by the fa-mer 
on his own land. 

UNCLASSIFIED
 



3i""
-J ..	 ! IAgF* 
UNCLA SIFIED 

(4) 	 Payments to the farmer for personal and familv 
work will continue for no more than three ca-. 
lendar.years after signing for his first sub­
loan. from the 'Fund... The extentto which. this 
type of sub-loan should be continued will be the 
subject of special consideration during the 1967
 
annual. review.
 

i15 .
 The selectionof farmers, cooperatives or communities to
receive sub-loans will be made by the local credit committee composed
or one representative each of the Banco, SIPA, and as 
appropriaz2a
ONRA. 
 (Loans for forestry plantations are naturally supervised by the
Forestry Service but they do not participate on the credit committees
 
for SIPA and ONIRA suo-loans)o
 

116. 
 A farm plan must be developed by the approoriata technician
in cooperation with the farmer for each agricultural unit 
so selected.
This plan includes annual costs and anticipated inc:,e 
an 	 an invest­ment schedule specifying the amount of each item of goods se-i.esrequired and the month in which it will be neeced° 
 The farm ,lan is
included as 
part of the sub-loan contract and 
is the basis for disaurse­ment of funds.
or provision of goads (credit-kind) and ser.,ices 
to the
farmer or com.munity by the executing agenci eso 
 c s, l . ,
ments take place in •
one 	of c;.o ways. Sub-Loan
- on a.Dv 01a l cor rr f sa ai isu appro

made by the Local Credit Committee. 

i
 
There are 62 such local C:e1:4 com­mittees an, 7 regional committees now established0 7tems for ::hich theagencies supply goods and se.ices are obtained by the farmer cmmu­ornity directly from the agencies in the month scecified by orro:er's
presentation or 
a cooy of the conzraco 
T.is documcnta:ion is 
 7Dr.sented to the 3ancoc-, e 
 reimburses the aZgencieso 
 .nmost cases,
sub-loan disbursements 
are made in-kind to the carmer
 

117. The Banco will make periodic checks on 
the :ro-rss o su ­loans and ba responsible for disbursement, co0ection amd 
 of"counting
Fund proceeds. Supervision, extension, educational wor. 
and 	te zhnica!
assistance are the responsibilities of SIPA 
 , ars te For2Str 7
Servicet
 

118. In order to faciJ;.tate implement~tion, the 3anco -ill
given an advance of not more 
than $300,C00o This amount is ecua: to
the 	average two month rate of disbursement on the Dravi:.us .-.
,o3 loans
to the Fund, Replenishment of 
the advance is made on 
the 	basis of
monthly Banco reports showin- the disbursements mace aainst euthorizedsub-loans. Prior to 
disbursement of 
the last SCCO, h vr ,Dmust raceive satisfactory documentation covering all pravious dtsourse­
ments under the loan. Borrower will 
covenant that satisfactory
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documentation. covering the final $100,000 disbursement will be 
submitted within one month after such disbursement. Each year for
 

'theK.li.fe cf theloan,. no. later than May.-.31', the: GOP shall present 

to A.!. D. its proposal for use of projected sub-loan repayments
 

that will be forth-coming during the succeeding year. This annual
 

review of the program will also include evaluation of results. By
 

requiring this formal annual review it is anticipated that A.IoD. 
can maintain a continuing influence over the program emphasis of
 

Fund sub-loans0o
 

119. Concerning technical assistance, North Carolina State
 

University will provide 5 man years of U. S. techniCians to work in the
 

area of evaluation *f the Fund's purposes, uses, manage7ent and
 
results, North Carolina will set up a prorag, o: conz-nuin- evalua­

tion which will include the training of Peruvian cournterarts to 

carry on after this specific two year contract expires. For more
 

details see Section I.I - Project Description.
 

120. The executin- agencies are fully f:miliar with A.LD
 

procedures and requirements in loan im-l!mntation, :onthiy Fund
 
Status Reports will be continued DIus quarteriy default reoorts a.d
 

quarterly narrative reports will be added. From an immiementation
 

standpoint the Project Committee does not anticimato any sericus
 
problems and is of the ooinion that the loan fully meets 3i roquire­

ments for adequate technical, financial and accnom-Cic faasibiiity. 
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 121. The following issues have been considered and resolved .. . * during Itensive Review. 

GOP Contiibution 'to the Fund
 

122. 
 Past AID loans for agricuitural credit in Perd have not
.required any GOP counterpart investment beyond budget support for
" . - ,.the .implementing.agencies.'. The'funds required to. meet smari.and .medium agricultural credit needs in the coming years will be vastly
_ 
 larger than foreign credits are likely to 
finance. Also, the Fund
estblished by AID loans will be in danger of continual diminution if
defaults exceed.proceeds from interest. 
 . ­

123. In Intensive Review negotiations, agreement has beenreached that the GOP will make the following contribution: te 
 P
 
will make a budget request for $1 -,Illion as contribution to the
Fund in CY-1967. 
The GOP will include $2 million per ,Irear in its
budgets for 1968 and 1969 
as a contribution to 
the ;Fund. The GOP
has also agreed that all repayments of principal and interest re­ceived by the Borrower under existing two-step loans (Lima Water and,.
Sewerage 527-L-022, Pativilca Hydroelectric 527-L-025, and Caion del.
Pato 527-L.024) which will be in excess of arzourtnecessary to servicethe AID :Ens will be assigned to the Fund* 
The principal on these
loans totals $12.8 million. 
Adding interest payments and subtracting
repayments to AID, the total net availability will be approximately
$13.3 million by 1980. (See Annex III, Exhibit 9 for projections of
annual increments to the Fund from two-step loans).
 

124. The GOP has further agreed that net arrears of more than
90 days on sub-loans will be covered by an annual contribution to the
Fund. 
 The Banco will make quarterly statements on the default situ­ation with respect, to Fund sub-loans. The Status of Loans Report as
of March 31 each year will be used as the base for determining the
amount the GOP will budget to cover defaults in the following year.
(See Section V - Financial Analysis for details on GOP contribution)
 

Sub-loan Interest Rates
 

125, As anticipated in IRR,the the problems of raising interest 

7 TiC; SLZ 

. , 
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rates,was very difficult'to negotiate with the GOPo 
 They finally

agreed, however, to the following: 
 All siib loans to individuals'
 
(except forestry plantation sub-loans which will remain at 27) 
will
 
carry rates equal to the Banco's schedule which is:
 

Up to S/. 10,000 - 7M
 

up to S/. 50,000 - 9% 

up to S/o 100,000 - 10%
 

up to S/. 200,000 - 12%
 

up to S . 500,000 - 13%
 

126. Interest rates on 
loans to Indian Comunities and Coooera..
 
tives will be 7% in order to allow such organizations to retail 
cre­
dits to members adding administrative charges. 

Transfer of Better Famers to 3anco's Reaular OTherations 

127, The Fund is being used to finanue sub-!>ans to many

farmers who are iniezendent operators for the first 
tine in ..
 
lives. Through the technicue of supervised c it is intnded
 
to bring them up to the level 
 of economic Vi ,ir.1 as cuik: as

possible. Since there 
are about farm unins ?erSC00,0O in that
 
could be affected by this orogram of supervised -redir it is

inoortant to assure that a-, the 
older users of the Fund gain a
oosition of creditworthiness They be :ra:zerd -o > 
Banco operations.
 

128. Since regular Banco loans recuire that a farner :,ut uo 30%
of his estimated project requirements, 
 ill be that the 
Fund farmers caoicaiize themselves Tha-- it - LZ -e rcssi-ie c
obtain a Banco -oan. 
 Time required to do this will depend

on many factors; inter alia, the experience and ability of the indi-


IJNCLASS IFIED
 



35- UNCLASSIFIED
 

vidual. operator, the quality of.his farm, type of enterprise and ofcourse, profits. SIPA estimates that many small and medium coastalfa'rmers will''require about three years Of supervised credit beforethey will be ready for regular loans of the Banco. 
 For farmers
starting out in colonization projects or starting livestock enter­prises the period will necessaiily be longer, 
 in order to relate
the variety of farm-enterprises financed with Fund sub-loansto the.
goal of eventually transferring users 
to regular Banco operations,
the GOP and AID have agreed to the following limits: 
 sub-borrowers
may contract short term loans (up to one year) from the Fund forperiod no longer a
thaa five years from the date of the first such
loan. Sub-borrowers may contract medium and long b'erm loans (morethan one year) during a period no longer than .0 years from the data 

of the first such loan.
 

Limitation of AID Financed ORA Proram to t.;o 
zones
 

129. Under previous AID !'ans O?,IRA 
has worked in 10 different
zones at the same 
time. In a number of zones it has had si;nifi­•cant problems in getting its -rogram moving and has been unnecessa­
rily slow in rawing don.. 
 AID funds USAD and 0.11 reache' agree­ment during Intensive Revie. that ":rzraz - a. z,£ b- "" loan would be limited, on 
-first disbursement, to 
the Sierra Central
and La Convencin Agrarian Reform Zones°
 

Title Transfers and Land Zvaluati 
n
 

130. 
 3ased on observation 
o the ..rar.an o oorm Program byUSAID during the past 13 onths it is -that 0learON. has procedural
problems with land transfers and land avauatin= Both e to 3eand unduly long time to complete. 7he mplicated
h land transfer svs­tem established by the Agrarian 
eform Law. of 16 
:0u'_edii' the
laborious procedures for transfer 0- land 
titles recuire v
real estate law and practice help to 
 ahv defi:encies 
.n :xnlain
e
land transfer system is one of the 
two jar reasons that no lan. has
been expropriated under t>e Agrarian Refo-
 Law (_aCI :f funds is
the other), 
 ' farmers 
 • beeitny the ..rarian Re­
z 

title XV 
form Program at present are provisional ti e holders the
section of the Law (described in Section -ii)
 

UNCLASSIH -ED 



.&~ 

Pro36i * 

' .A * ' -- v,*
'*o. 	 .. ....of h 1.,. 
s 

. 

":, -roduction touthec exrpla
:. fr 	henelndowera comieVo y 67.' ..:V. i4, 	 tiehold---::er
There is noweve, ao tsn heti
o t me4edule
 
:": ~ ~for 


s 	 ways inwic toCAS~
 
-completing and evaluati on or.fina il 
 r1f 	 sh.. ...
 _
 

. ,
;.-. 	 improve this situation, U, S, grand
131. 	 USAID financeden
,has reviewed in det~ail with ONRAwasn hiho"tanceio
to tbepral ta
for cope 
i 	 el tchntica
forttn land andevlimoe orfVantl 	 ast
owe St te transfert"
is howe1eri no ssis tsc
he	 

I131_ 	 SA......rev~ews will deal
GOP annual:'agricultural 	 4t w aye 
i which 	o,
re an W4nseQchniques. AlAID-
. ­132. 	 n
 
Su-oa 
 erms and 	Limit 0nAon ofI 
iidulSb on 

132.' 
 In some cases sub-loan terms have been too lenient. 
Th!s
Is especially true in the case of loans made to Indian communities
by ONRA. 	AccordiAgly, as a condition precedent to first disburse
factory to AID,
 
ment. the 	GOP Amust submit a llst of terms by type of sub-loans satis­

133. 
 Under previous loans maximum amount of any one sub-loan to
an Individual was $5,000. 
During Implementation of these
was found 	that this limitation was loans It
too small .or adequately fInancina
livestock operations or farms requiring Irrigation. As a result, it
was agreed with the GOP that the sub-loan limitation would be raised
to $10,000.
 

Limitation on Division of Fund 3eteen Short-Term and Lane-

Tenm4Loans 

134. 
 The present divlsicn of loans outstanding between short-term
and long-term is approximately 75% 
to 25%, As short-term loans are
repaid there may be a tendency on the part of the GOP to transfer soma
of these 	repayments into long-term 	loans.
in 	 Over-time this could result
a slow down of turn over of the Fund. In order to keep the 
Fund
revolving with reasonable speed and thereby to benefit the maximum
number of farmers in the shortest possible time the Project Comittee
has reached agreement with the participating GOP agencies on the
following 	 limitation: No more than 30% 	of the Fund's loan portfolio
shall be 	held in loans of more than one year's duration at any given
time, unless otherwise mutually agreed by AID and GOP during -he 
=ua ...
program review.
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Expansion"of-SIPA Programs with Cooperatives and ther
 
Farmer Groups 


-

135. There is a need to utilize SIPA's personnel. resources in a.
 

more efficient manner. 
If credits are granted on an individual farm

basis 'STPA can handle about 15,000 loan requests per year on t 
 41 
coast withoit af. inorease in personrel...Thus, if loans were made to.,,
 
individual farmers SIPA could reach about 307.of' the potenitial coastal
 
users-of this type of credit., If more credits were granted through 
 '" "
 
cooperatives, farmer associatias and other groups a greater number of,

people could be reached, educational programs could be handled =ore
 
efficiently, and the individual farmer 'iwould have a better position"

to deal with the market both in the purchase of farm inputs and in
 
the selling of farm products.
 

136.. 
 SIPA is aware of.the above and has submitted a list of 31
 
such groups comprising 2,100 members with which it plans to work with
 
part of the proceeds of this loan.
 

Techuical Assistance 
 i
 

137. In the last package for agriculture $2.5,000 was eaa-arked
 
for technical assistance. With the Ministry of Agricultura receiving

substantial assistance fr:om North Carolina and Iowa State Universi­
ties and the Banco receiving technical assistance under a recent 1BRD
 
loan the needs or additional technica! assistance ware considered
 
to be marginal, The funds weretransferred to credit operations when
 
the possibility of 
a new loan became evident.
 

138. During intensive Raview it was Jointly agreed by the GOP
 
agencies and the.Project Cotltee that the g.,eatest single gap i.n the
Program was the tack of evaluation studies which would show the
 
results of Fund operations and provide the basic economic data upon

which to make decision concerning improvements in the Program, as
 
discussed in =.re detail in Section I 
Project Description.
 

Arrears in Sub-loans
 

139. The Banco as of March 31, 
1966 started making a quarterlv
 
report on short-term sub-loan arrears 
in SIPA's coastal prrar,. The
 
report covering the quarter ending June 30, 1966 will include rtie
 
total Fund. It was not practical to start these reports soonrr because
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fe yir
ste 'o t (S e A n x I I x i i
vey o c a t ) owe d some ,
r.tbing. results.: As' ofsub-loans had became due. 
Matkch 31) -1966, -6.529 shbrt -term
 

in arrears.* 'ArrearsW 
36% by number or 28.7% by amount were
"divided' into less than
than 90 days. and more
87 by number and 8.9%by amount were In arreays less


than 90 days while 28% by number and 19,8%M by amount were In'
rears more than 90 days, ar­
* 

Total amount of arrears as of March 31,
1966 stood at S/.17,566,827. 
 These figures are inflated by the
 
fact that renewals and extension are not separated out.
 
140. 
 The Banco and SIPA have taken the following steps to,
correct this situation:
 

After each sub-loan is granted and the loan funds dis­bursed, the SIPA agent reports to the Banco whether or
not 
the funds were used in accordance with the farm
plan. 
If they weren't the loan then becomes due. 
 This
measure is to prevent farmers from diverting loan
proceeds to non-productive 
purposes.
 

- Before the harvest, the responsible SIPA agent informs
the Banco as 
to the estimated yield and time of harvest.
 

- Immediately after harvest, the farmer must make a de­claration of his gross production which the SIPA
agent certifies and sends to 
the Banco.
 

- With th!s information the Banco inspectors can then
 
concentrate on the problem cases.
 

- If the far=er does not repay his loan for valid reasons
such as crop failure, the Banco may give him an ex­tension of up to five years.
 

- If the farmer does not have valid reasons to be 
in
arrears the collateral 
(i.e. land, equipment or crops)
can be called due. 
 Also, if 
the farmer is a provisional
title holder to 
his land under Title XV of the Agrarian
Reform Law, he can 
loose his right 
to this title for
failure to repay his loan.
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141,. 
 The Proje'ct Cbmmittee be1ieves ththe 'above steps will 

A AgreemIen,w to -cot
ill thatvi th
Ar: t im colections, i e o Also,n9~..a . . r v of,, thef LoanF ncondition 

teGPndADacontribution 
net arrears to the Fund equal toof more than 90 days will be placed in the GOP budgetfor the succeeding year., 

" • Local Currency Financing
 " 


142. Over the past fi ve years the'country has become increasing-..

ly dependent on long-term capital inflows to sustain the growth in
Imports. A-s 'outlined'in the Mission,"Prel iminary Report" of March,1966 Section Cl, meeting projected pubfi- sector irivestment levels
while maintaining the viability of this predominantly private sector
economy will be a difficult task under any circumstances, 
With our
 
-
present lending strategy, we forecast that dollar disbursements from
present and anticrpated new loans from foreign lenders will nctsus­taln the rate of growth in imports achieved in the first half of this
decade and that there will necessarily be some compression of import
demand over 
the next two years.
 

143. in other words, even 

loans 

though in the first instance, AID
are made for the financing of local currency costs, the dollar
proceeds of such loans will be disbursed by the Central Bank to help
sustain imports needed for a continued high rate of investment in
the private sector, 
U.S. business accounts for about 40% of imports0
 

From another standpoint, AID's overall investment pri­orities in agricultural credit, transportation systems, and edu­cation involve by their nature a large local currency component.
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FRAMEWORK FOR A.I.D. PROGRAM
 

objectives 

U.S. assistance to Perd is properly viewe 
in the con­
text not only of the traditional inter-American political

institutions which bring the two countries together but 
,' inthe context of the very close trade and commercial relations that
exist. The U.S. is at once Perds best customer and largestsupplier buying about 40 percent of all Perits exports and selling
roughly the same percentage of Peruvian imports. 
 U.S. private

investors have on 
the order of $500,000,000 invested in this
 
country, and pro-it remittances abroad from Perd (:iih the bulkgoing to the U.S,) currently run to more 
than $70 million
 
annually.
 

Beyond these commercial interests, the U:S. has an
imoortant stake in r.he success of the 
ecoomic and social modrn
4. . . __ nern,
ization process 
 initiated by ?resiel-ana
 
stability, economic viability and 
oiiial vl 
 o t
 
with U.S. policies and objectives depend to a large 
 oegree
an the
 success of that process. Accordin.ly, the objecti,_s .
4f 


program are, first, 
to suonorz Peri's efforts to create ....m
economic and social oopcrtanit-es for the 
 ....-- aeag
half of 
the population living in a su-sistance econmy, and second­
ly, to establish an institutional base--Dubla and private--for

sustained economic and social growth in ?ertl.
 

he Scttin 

PerU has many of 
the essential -redi.nts tar a meaning­rul attack on the constraints w.:ich hold oauion ofthe ofaf 
this nation in poverty even while maintaining ,he outs nn g eco­
nomic performance chalked ua over 
the past 
 secadeaademocratic, reform-minded government which believes in the goals of 
the Alliance for Progress and is deeply committed :o development 
and progress. 
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Pei-d is traditionally a private enterprise economy. The
 
private sector has done a remarkable job over the past decade in
 
giving Perd one of the highest aggregate growth rates in Latin
 
America. That growth, however, has been singularly ill-distributed
 
with the urban coastal areas sharing fully in its fruits and the
 
tradition-bound peasants of the Andes benefitting little, if at
 
all. The problems which Perd must meet and overcome in the process
 
of bringing the sierra indians into the :°ational economy are com­
plex and massive. Although in many ways the challenge is common to
 
all under-developed countries, the oroblem here is in certain
 
respects unique. The core of the Peruvian problem is disoarity-­
disparity of income and economic opportunity between the Coast and 
the Sierra, social disparity between the Spanish Peruvians and the 
Andean Indians, and poitical disoarityi among reions. Stemm.ing 
from this schism is massive migration to the slums a: the coastal 
cities, clamour for more land to correct hisoric ian. tenure 
inequities and intermittent rural violence and defiance of 2uthori­
ty coupled with active communist agitation,
 

With half of his six-ve term still efore him, Presi­
dent Belaunde is as detenrmined as aver to move fozcard on a broad 
developmental front. The Alliance for Proaress is viewed, not only 
as a source or otential external resources, althouh ot :s 
important, lut also as a cc'--'i tment c i-nZernal -L 3.. 
Soecific accom-lishments so far include rhe passa o'sa agra­
rian reform legislation, the first munc.oal e. tis in oa: forty 
years, the initiation of a communit, cav:±ocman - o 
strengthen small communities and local covernmne's and increased 

ut o7aenin 'emphasis on agricuturl outpu. by no a an r',n....,"r 
capital to small farmers, 

Notwithstanding the many favorable factors, h.wavcr, Peru's 
economy is not yet sufficiently strong nor adaptable .i. s
government to be able to mobilize the cuantitv or capita. technical 

and human resources which will be neaded to suoi-t the major efort 
which the size and u-gency of the -trac!lms racuire. ifncwever, 
Perd can reasonably count on suosran'.'i. extarnal assistance fram 
the United Stazas, in collaboration :ith re inrrnational landing 
agencies and Dossibly some European councries, it s-ould be able to 
achieve a develoomental push on a scale sufficient to out it well 
along towards the solution of its most urgent problems. The consequent 
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advantages to the U.S. in terms of political stability, national
and continental economic growth, and success of the Alliance for
Progress in South America's third largest country, would be con­
siderable.
 

Growth Pattern
 

As the 1965 World Bank Appraisal of Peri's Public Invest­ment.Program points out, per capita income has increased by more
than 40 percent since 1950 and by 25 percent since 1959.
growth performance The
 
o; the past six years has on average, than, more
than met the basic Alianza tar-et 
of 2.5 percent per capita 
oer
year, 
even while population was 
growing by nearly three percen: per
year--a remarkable performance sustained by .ry 
 igh levels of
domestic savings ra-ig in 
 around 20 percent of gross :roduct on 
tne
 

average,
 

It is in resDect to the Qualit% or s..ru tur 0 r..ththat 
has been ach,.eved that the Peruvi--n record is cLearly defi­cient. The growth in 
the economy has, 
i4 anything, increased the
regional disparities which 
1ie at the hart a: man>, of Per'A's
political, social and economic probms.C 
 The expasion in overa.l
 
output reflected in the naional 
....issias "as nroduc (aart 
rom

the mining contribution) almost entirely bv th-e 
-,adam e:'rt
agriculture, fishing, manufacturing 
 and -' .e o theena.t andthe benefits of growth have, in turn, been veto,, largely retanf onthe Coast.
 

One of the most sinifican z an,_ basi f fi amai s that haSbeccme increasingly acute over the years s t--a ituare;production for domestic consumption 
food 

t:3earst:-.ha
sta-na.e-ioaer
 
the past 15 years. As resulta increases in food0nrites constantlylead upward the general rise in prices whi 
 food .acts are a

constantly growing share of= 
 e.7s "rort '.
 

it Zo 1ow.s trZm the m0.r t:jo v endeficiencies ":Lthe str'cture of the ns tc:)nnan::
laceto date. 11i2 invcstmtnt has been z as aeen he2vil, concen­trated in directly oroduc ive and 
lare:. export-oriented activities
and, to a lesser axtan, 
 in urban coas-ructlo' , investment in basiceconomic and social infrastructure has, espeziallv outside of the 
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Coast, been a small part of the total, 
and very slight indeed in
 
*rel[ation to Perd's needs at the 6resent'.stage in the development
 
process,
 

The Gaps
 

The problem of underdevelopment in the past and economic 
-growth in the future--and this applies in particular to increased 
public sector investment--can be stated analytically in terms of 
gaps in human and financial resources. On both fronts, the problems 
in Perd are sizeable. 

-.
s it concerns t: abl z-" :'O 
 ._:2.-: to 2C-ctive­
ly mobilize its human resources to t ubli7-n,-t t 
orogram, substantial r-ef"ormivarcs cnvi in keyare -,i, _one 

min i s tri e s of ; v 7- ........
, . . - ...tt. -:d u a ­
tion,, To cone with zhe se 1 'a :,-.: .
 
resources en tsdevoted~t
JC:.. o tco-formal ...oa - 2ti3 

technical assiscance 
 .F ar
o .ro2_.6., o-':a..cions add measurably to tho ava i 1a "2coDZSis 

On the finania] si i ti nvestmnt
 
(public or orivate) rc1i':as rmer - ' ( .. " ,.
 

tion embarked on r u..-arsecs a'en 

inaguration, -:is ocs c-at-.o .2sos:s 
;n :ha 
transactions .,, :n;he-- ratez-3 ­- ; crcSS--e.
 
board increase in import tariffs, 0-us alenderoel o=oias on oar ain
 
luxuries i.-or:s; and ne: 
or hi-he- excises on so-e !,es:ic Droi­
ucts, ,i,,' n 
notably a'lcoholic;uCbe.'crsJes1 -":ax.. Z:7.. .
cno 0
 
the oast three ."ears has demonstrated, -o__I's ' ;ha:

will have to be overhaul. t is iossible to 'as 
farther on =!me present archai c tax str'-ooare wiC s ,7 -n 0....t
of aarmared taxes, 'eav, re liance -n :ir" , ....n._ .. Vto forai;n tra-e f: oaa Zons, oro-.:sin 7.- nor ... s, ....... 
complexity, and inadequate adnir s :::n. 

The inbilit the presenof cax s ste.- to :.ct2rea
 
proportionate share of the growth in.nao=onai irc,-e has fzrzed the
government to 
turn to domestic borrzz-in to e: ohe resources to
 
finance its programs as the following able shows.
 

J)NCLkSS iFiED
 



UNCLASSIFIED
 

ANNEX I, Page 5 of 9
 

Public :Sector
 

Revenues, Expeviditures and Savings
 

Percentage of GNP
 

1963 1964 1965
 

Current Revenues 
 18.3 17.9 17.1
 
Current Expenditures 
 15.8 i,.l 15.7
 
Current Savings 
 2.5 1.3 1.5
 
Domestic Borrowing 
 -.- .7 1.3 

(Including change in cash 
balances)
 

Public Investment 
 4,4 5.9 5.8
 

New tax measures are expected to play a material role in 
the Government's 1967 budget. 
A real estate tax and possible

increases in highway taxes eitheruser thrcugh the device of highway
tolls or a higher gasoline tax are li e!,/ to receive executive
 
endorsement. 
 Eiher t!ese praaosals or other faasibe'alternaives
 
will have to be adooted if the Govern.-.enr is to carry fo.n.:ar. With
 
a growing investment program the
in conte t o: relative 
price stability.
 

THE 3 .A"CE 0 . 

The underlying strength, i cons theis rab: hePeruvian balance of pavents lies 
in an d::racrdinarilv iersified
 
natural resource 
 z-.e-- The c includes 

fertile (when irri-gated) coastal 1.- s, .,. 

resources close 


~tilo7 saia-trO.a! 

no chzap o -ca'-goin 
er. 

a.- acrUicu cobina­
tion of climata and current Th:ih ?at- ­2:2r" the ­n; -­
nation of the These -,::edTord. ass ets .ith si-ifican ne-gro;.,-n
enterpreneurshin d government policy 1hospit - -. t triton- : invst­ment have generated a rmarable inr Zse r ts otin ma.. 
1960 exoorts more than doubled ,rsi on .- iion to40
million and the gain in export fromvalue 1960 to 1965 was equal to 
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the oain
of the preceeding decade,
 

It is however, easy to overstate the strength of Perd's
foreign balance. 
Quite aside from import demand which has general­ly kept pace with the growth in exports, investment income runs 
to
more than ten percent of the value of.Perdl's exports. Such outpay­
ments coupled with more than matching outflows for freight and
insurance have put the current account of the GOP into deficit in
12 of the last 14 years and five of the past six years.
 

the current account
'hdeed, 
 osition has deteriorated "n
each of the past five years, 1964 .xc p-zzc
 

Currant Account
 

Balance of P ,.cats
 

(millions of dollars)
 

1961__ 2 13 1964 195 

Exports 
!mDorts 
Freight and insurance 
Investment inccme 
Miscellaneous 

510 
-429 
-53 
-63 
27 

55-
-473 
-63 
-66 
15 

555 
-5!513 
-63 
_7 

685 
"3 

-75 
-7 
" 

S87 

-85 
-77 
-5 

Current Account 
Surplus (Deficit) -8 -36 -81 1. -126 

There is no reason 
to expect :he trend in CUrrent account
to reverse itself over the next few years; 
on tha contrary, fhe
weight of the evidence points to an increasing need for fore-i.n

capital, private and especially pub'ic to maintain ecuiliodri- in
 
the balance of payments
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Summary Balance of Payments
 

(millions of dollars)
 

1961 1962 1963 1964 1965
 

Balance-Current Account 
 -8 -36 -81 14
Net Public Loan Recipts -4 
-126
 

20 47 
 59 63
Private capital, and other 
 53 28 
 64 -38 36
 
non-current 
items


Surplus (deficit) 
 41 12 
 30 35 
 -27
 
of which:
 

Central Bank 
 34 6 
 18 25 
 15
Other Finanzial Institutions 
 7 6 
 12 10 
 -42
 

Public Investment
 

Total 
public sector investment has risen over sixty percent
during the past three years. 
 Domestic financing has held at roughly
two-thirds of the total 
over that period .;hich must be counted as a
considerable performance 
 in view of the weaknesses in 
the tax system.
 

Esti auled 
 and its7ublictnvstmen: 

(billions of soles) 

1)33 134 i95 
Public Investment 

3.5 fZ6
Domestic Financing= 6.5
 
2.3 4.0
Domestic Financing L.4
 

as percent of investment 66 71 
 6 

Available estimates of invesv'ment :1 sector in the ora-
Belaunde year of 
1962, and in his 
first 
full year in office 1964,
show that outlays in agriculture and school construction doubled;
that hospital and raral medical 
centers expe:ditures tripled;
that transoortazion (hisn"IWay construction) 
and
 

i-vestmants reached a
pealk of almost ore billion soles, equal to 5,7of public 
sector
 current revenues. 
 Looking to the future, ?ublic investment will
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continue to rise with the larger share of the increase. programmed
 
for the same sectorsaa agriculture, highways, and education..
 

Even as the Government continues to invest in bricks 
and mortar, it is conscious of the need for sustained inputs into 
human resources. The President's principal vehicle for effecting 
social change in its many facetsQeducation, local government, 
personal motivations and expectations.. is Cooperacion Popuiar. 
Increasingly, with the help of AOIDo, the Government will become 
even more fully engaged in probably the most difficult and intrac. 
table task~that of integrating the landless, uneducated, Quechua 
speaking, subsistance "campesinos" of the Sierra into the natio--al 
market economy, 

Local Currenc Financinz 

Lending for local currency can be justified on grounds of
 
a current account deficit in the balance of payments only wlhen the 
local government is itself 1kgn adequate con:ribuzion of ::s 
own resources. In the .ission's "Preliminary Report" it was exolaied 
that the U.S.o program is keyed to imoortant self-help effcrts in in 
creasing revenues0 On the balance of side'Pre!iminarypayrints ';h 

' 
Reporti sets out that the foreign resources so oovided Ti- be 
required by the economy to an increasing exzent in zh coming years0 

Given the scale of "he ;n.vestmet arg- -th increasean 
in local resources to be devoted to t.'.a: progran, we consider the 
amount of local currency7 financing to be don- by AID o be a fncrion 
of the kinds of aczivities AID chooses to eromou Our program zoals 
of social change, reduced disparities through rural habil iicn, in
creased inputs into domestic agriculture, and broadened economic 

opportunity through education can only be eff.civey m-e- if A-'.D is 
able to jzdiciously finance- some share of locaL costs. To forego 
priority projects that are in the !ong~term U S0 interest because 
they involve a local currency cost component would make an anomaly 
of the program0 

Loan 2erms 

The disbursed Dor-ion of foreign vublic sector debz has 
risen from ,_."million at the end of 1960 to S 293 million a- the 

1NT..q qT7TTr) 
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.end of 1.964 and to an estimated $424 million at the end of 1965,
 
Projected annuall debt service.requirements for 1966 point to a
 
burden of roughly 11 percent of projected exports. _ There is 
every expectation that the debt burden will rise rapidly in the
 
next few years. Indeed, the World Bank estimates that even if 
Peru takes on new debt on terms in use by the international lenders
 
the debt service will still rise to more than $120 miIlion by 1970
 
or more than 15 percent of projected export volume. If AID and
 
other agencies loan on terms significantly shorter than their mi.
 
nimum, there is a real prospect that debt service by 1970 could
 
reach some $150 million, approaching 20. percent of prospeccive
 
export volume.
 

2\ost of the projects included in t.e Peruvian investment 
program will yield substantial returns, *ut in many cases on!y over
 
a long payout period,, Further, the infrastructure investments hch 
TiTl receive deserved priority._education agriculture, roasz-ofzen 
yield a significant part of their benefits in the form o.;so-cailei 
external economies (by way, f'-r examzle, of expanded c-~oornuniy or 
greater efficiency for 'the general pubi or in a form (i .or
 
naalc.h) which caunot be directly tra.Iste ;n-:o 
administratively difficult to levy user charges to pay off such 
,nvestments and in addition the social objectives which the oublic 
investment serves deserve srong, support° 

For a combination of reasons, then, bal=nce of payments, 
the type of public investment envisioned and the end which it
 
serves, the Mission believes that minimum loan terms are fully 
warranted for Peru. 
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PERU
 
S"IPERVISED AGRICULTURAL CREDIT FUND 

CHECK LIST OF STATUTORY CRITERL (Alliance for Progress)
 

I.: 
 FAA 	s.!02. Precautions 
that have been or are being taken to
assure 
that loan Droceeds are noc diverted to st-ort-
 -
emergency purnoses (such as 
bubaelary, bance of 
payvenzs,
or military purposes) 
or any ozher purpose noz essential to
the country's long-range economic development.
 

Adequate control will be exercised to assure 
 ha'-loan
proceeds are not diverted to short-term emergency 
 purposes

(such as budgetary, balance of 
paym2nzs, or military purposes)
or any ocher purpose not essencial co the ccxntryas 1ong
 .
range economic development. 
 The 	USAID Cenita Devlonen
and 	Agricultural Adviscrs shall ap~rove all 
recuests for
A.I.D. disbursements and make certifications as 
co -he timely

and 	full contributions of 
the GOP.
 

2. 	FAA s.102. Information on measures taken to utiLize U.S.
Govern=ent 
excess personal property in lieu of p..Ocuremnt

of new items. Not applicable.
 

3. 	 F A s.102. Information whether 
the country permizs or fails
to take adequate measures 
to prevent the damage or destruc­
tion by mob action of U.S. property.
 

The Government of ?eru does not permit, and takes adecuate
 measures to prevent, he damage or des- uin 
 by mob action
 
of U.S. property,
 

4. 	 FAAs.3C d. 
 inforation and concl;sion 
on >egality (under

laws of Te coun:ry and U.S.) 
and 	reasona. 
 e ss of Lending

and 	reiending terms of the 
loan.
 

Loan funs are 
to be loaned at rates of nzores: which are not

unreasonable 
or 
illegal for the Borrower and are within the
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1 nits established by this-Section. Likewise sub-loans are* to 	be made at rates of interest not unreasonable or illegal
 

for the sub-borrower.
 

5. 	 FAA s.201(b). Manner. in. which loan will' promote country's
 
economic devel6pment and contribute"to welfariof 't-people.
 

This 	loan will promote Peru(s economic deviloment and.co tribute to the welfare of its people-by mak.ngcredit and
 
technical assistance available to sr.alU and medium farmers
 
most of whom are new land owners as a result of the Agrarian
 
Reform Law,
 

6. 	FAA s.251(b)(1). Extent to which country iiadhering to the
 
principles of the Act of Bogota and Charter of Punta del Este
 
and is showing a responsivcness to the vital economic, politi­
cal and social concerns of its people-, and extent to.which
 
country'has der.onscrated a clear deceaination to take
 
effective self-help measures.
 

Account has been ta'aan of the Borrower's adherence :a the 
principles of the Act o. Sogotd and the Chater of "unza del 
Este, and the.Borrower's responsiveness to the viral economic, 
?oliticai and social concerns of its people. Contributians 
by the Borrower to various programs including agrarian reform, 
low and medluMn cost housing, civic action, education and 
corm-.unity development are demcnstra ions of effective self­
help 	measures. " . • 

7. 	 FAA s.25l(b),2). :nform.a ion and conclusion on activity's 
economic and technical soundness. 

This activity has been found econ=mically and technically
 
sound. (:eczions :7_:, iV and IX).
 

8. 	 FA.A s.201(b( . nfotation and conclusion on activity's 
relationship "o ozher development activit!es, and its
 
contribution co realizable long-range objectives.
 

UNCIASSIFID
I'
 

gN 

1-11 imatuw"O 



UNCLASS IFIED 
ANNEX II, Page 3 of 12 

This activity has a basic ?tgnificance for all Borrower's
 
development activities, and will play an essential 
part in
 
the realization of long range objectives. (Section IV)
 

9. FAA s.251(b)(4). Information and conciusion in possible
effects on U.S. economy, with spezial :rence to areas of 
substantial labor surplus.
 

This activity will hav, no : 1 ifcant :-.r "t-:ffct on the
U.S. 2conor F or areas ot su:stantia Labor srp 25 in the 
U. S. on0r.rv. 

10. FAA 3.251(b). lnfor-a t ion o- -: .va:a:;ilitv of:."usof
financ1ng f r.otr .. -world sou,:s , in priva te 
SoUrCeS -. ithi t 1*h .ed 

FL;nan2n, . hi: .-.. , t v " t -. n., :rr- other free 
worLd " sour,,, 2.'L'd .l pr,,.it* ,Y~r:c*; t ­t '.ted 

" :It. S 4.11..-Ain:t: - , 

12. FAA*.25:)I. r-a": 'a :0 :' :rv'n. r. s t te5 
tre~m I,it.J).I In a~c Va:te zcnresv
 

Ci t iZ e- ". 

canital te re " sl- iesCns~n~thouug. 'n a- e An3f! r 7, C-ent t 
p r t e -,: r . 

1 ii. FAA s.2 (''C.. .a n
 
prospects ot .­ e--t
 

It appcars r!'as 1: :crtai 
 that t-e Borrw.;er "-will be willing
and able to r..a" the ',-an. (Section 'i, Annex i) 

UNCLASSIFIED 
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14. 	 FAA s.251(e)., Information and conclusion on availabilty of
 
an application together with sufficient information and
 
assurances to indicate reasonably that fqnds will be used
 
in an economically and technically sound manner.
 

The Borrower has made a formal application foz loan-funded
 
assistance in this activity, and A.I.D. has recei "cd suffi­
cient information and assurance to indicate reasombly that
 
funds will be used in an economically and technically sound
 
manner. (Sections 1, IV and V)
 

15. FAA s.251(a). Inf-Ir.ation and )onlusiar.use of oancsn to 
assist in nrornoting; 7oonrstive.....in Latinthe rove.. 

America.
 

This project is dirct' r,lat-d ta the pr.-otion of the :o­
operative move:r.ent in Latin A:erica in so -zaras sub-loans 
undcr t~o Fund .ire-'de ". . -. 

i. :) . ... 	 h16. 	 FAA 2 5) (31) , .' .l .3 . . .d l .I'. " an 'ni 

going 	 dir.*ct', t -lri'.ate rnr:s., is , t.: i:ter­
mediate radit i'l.ti-ni r twr borr:.'ers :,r %-se , 
private! ente mris , 	 :a .. -:'.; usisd .nan>, :-'orts fr,. 
private 3ources, s ' .... t inea- :1:i:z Sr:d 1jn 
procurement trcm nri.at,- .. 

Of the total a-,ou:t, : -i':,'v: - ,i is ;, - ',..f . . . 

none is being_ leaned:air.' t nr"."t<: 'terarl:;)a
 
million is beini maed t eter- eate r .- it i:st:tt:tons 
for relendin.z, private enterprl,.;e "',e " iscm ncd 
to I g'overn~rent )r I br;:et 'r '­

.
commodities p' r.'r'.senriva "s 
enterprise; none is "en.;; eaned t-o A ,In .. C 
rrject rr'kurcm d r , , ­(in.admn;, t) . . 
private enterprise; none is hen .d i -:x, '­
prise; none ,2in t', a 	 tv'r--,--t
is loaned 	 dre
 
purchase by the governmen.t 'or its so itn: eods f 

private enterprise.
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the contemplated:*impacto0 of the proposed..loan. on develop et
 
of private enterprise in the host country is described in
 
Section II ' of paper.
 

17.. 	 FAA s.601(a). Infdrmation Oid conclusions whether loan will 
 4'
 

encourage efforts of the country to: (a) increase the f low.' 
of ititernational trade; (b) foster private initiative and
 
competition; (c) encourage development and use of cooper­
atives, credit unions; and sAvings and loan associations;
 
(d).discourage monopolistic practices; (e) improve technical
 
effciency of industry, agriculture, and comnerce; and (f)
 
strengthen free labor unions.
 

This project will encourage efforts of the Borrower in re­
lation tob,c and e of. the above. See Sections II, III and
 
IV.
 

18. 	 FAA s.601(b). Information and conclusion of how the loan
 
will encourage U.S. private trade and investment abroad and'
 
how itwill encourage private U.S. participation in foreign
 
assistance programs (including use of private trade channels
 
and the services of U.S. private enterprise). 
 *1 
North Carolina State University will provide the technical J
 
assistance under this loan. (Section I)
 

19. 	 FAA s.601(d). Conclusion and supporting information on corm­
pliance with the Congressional policy that engineering and
 
professional services of U.S. firms and their affiliates are
 
to be used in connection with capital projects to the maximum;,
 
extent consistent with the national interest.
 

North Carolina State University will provide technical
 
assistance under this loan. (Section II)
 

20. 	 FAS s.602. Information and conclusions whether loan will
 
permit American small business to particiate equitably in the
 
furnishing of goods and services financed by it.
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As all procurement will be local, except for consulting

services which -willbe UOS., .this.sec-tion is.not applicable
 

21." 	FAA s.604(a); Apps.s.108. Compliance with restriction of
 
commodity procurement to U.S. except as otherwise determined
 
by the President and subject to statutory reporting require­
ments.
 

Materials, and service financed under the loan shall be pro­
cured from the United States or Peru. U.S. dollars utilized
 
under the loan to finance local currency costs shall be madp

available to Borrower or its designee through appropriate

procedures, and shall be identified with crocuremrent in t>e
 
United States.
 

22. 	FAA s.604(b). Compliance with bulk commodity procurement
restriction to orices no higher than z'e market 'oce ore­
vailing in the U.S. at time of Durchase.
 

No bulk commodity procurement is contemplated under this Loan. 

23. 	 FAA s.604(d). Compliance requi"'e: thththat marine insur­
ance be purchased on commodities if the host country liscrlm­
inates, and that such insurance be claced _n tine U.S. This 
section will be comrlied wit::. (SectiLn ix) 

24. 	 FAA s.511(a)(l). Inf-oratto4 z:c --i~sio-1of engineering, financial, and other nlans necessary -o
 
carry out the assistance and -f u reasonably firm esi:mate
 
of the cost of the assistance to :,e Uni-oe: StnW s.
 

Financial plans and technical studies ::eeded to intate he 
loan 	have been comoleted. Additi onal technical s-udies w ll be 
completed as tart of the loan actvlvy Eta a reasonably f-m 
estimate of the cost to the United Staatos -f the activity to be 
financed has attained. (Sections and 7)been ... 

625. 	 FAA s. ,a(a)(2). Necessary legilat_'ve acton requ'red within 
.recipient country and bas s for reasonable anticloation such 

action will be completed in time to -ermit ordery accomplish­
ment of purposes of loan.
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Legislative action is not required to permit orderly ac­
compllsi~ment of the purpQses of the loan. 

26. 	 FAA s.611(b); App.s.lOl. If.water or water-related land re­
source construction project or program, information and cm ­
clusion on benefit-cost computation. 

NOT APPLICABLE.,
 

27. 	FAA s.6 11(c). Compliance with requirement that contracts 
for construction be let on competitive basis to maximum ex­
tent practicable. 

NOT APPLICABLE. 

28. 	 FAA s.612(b) and 636(h). Appropriate.steps that havebeen 
taken to assure that, to the maximum extent possible, the 
country is contributing local currencies to meet the cost of 
contractual and other services and foreign cu'-rencies owned 
by the U.S* are utilized to meet the cost of contractual and 
other se=.1ces. 

Appropriate szers have been taken to assure that, to -he 
maximum extent tossible. the Host Country will contribute 
local currency. Foreign currencies owned by the U.S. are not 
available for financing this activity. 7f these become 
available during the course of disbursements, they wil' be 
substituted for U.S. dollars. (SectIon V)
 

29. 	 FAA s.619. Compliance with requirement that assistance to
 
newly indeoendent countries be furnished through multilateral 
organizations or plans to maximum extent appropriate.
 

NOT APPLICABLE 

30. 	 FAA s.620(a); Ap.s.lO7(a). Compliance with prohibitions 
against assist.nca to Cuba and any country (a) which furnished, 
assistance to Cuba or failed to take appropriate steps by 
February 14, 1964, to prevent ships or aircraft under its 
registry from carrying equipment, materials, or supplies from 
or to Cuba; or (b) which sells, furnishee, or permits any 
ships under its registry from carrying items of primary stra­
tegic significance, or items of economic assistance to Cuba. 

UNCLASSIFIED
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No assistance will be furnished under this loan 
to the present
 
governmet of.Cuba,.nor does the'Borrower furnish assistance
 
to the present government of Cuba. The Borrower has taken
 
appropriate steps to prevent ships or aircraft under its 
re­
gistry from engaging in any Cuba trade.
 

31. 	 FAA s.620(b). If'assistance to the government of a country,
 
existence of determination it is not controlled by the. inter­
national Communist government.
 

The Secretary of State has determineJ that the Borrower is
 
not controlled by the international communist movement.
 

32. 	 FAA s.620(c). If assistance to the government of a country,
 
existence of indebtedness to a U.S. citizen for 7oods or
 
services furnished or ordered where such citizen has ex­
hausted available legal remedies or where the debt is not
 
denied or contested by such government or the indebtedness
 
arises under an unconditional ,uarantv eiven by such govern­
ment'.
 

The Borrower is not know to be indebted to any U.S, citizen
 
for goods or services furnished or ordered where such a
 
citizen has exhausted available legal remedies or .,here the
 
debt is not denied or contested by the Borrower or the
 
indebtedness arises under an unconditional guaranty of pay­
ment by the Borrower.
 

33. 	 FAA s.620(d). If assistance for any productive enterprise
 
which will compete in the U.S. enterprise, existence of agree­
ment by the recipient country to prevent export to the U.S.
 
of more than 20% of the enterprise's annual production during
 
the life of the loan.
 

NOT APPL ICABLE.
 

34. 	 FAA s.620(e)(1). If assistance to the government of a country,
 
extent to which it (including government agencies 
or subdivi­
sions) has, after January 1, 1962, taken steps to repudiate
 
or nullify contracts or taken any action which has the effect
 
of nationalizing, expropriating, or otherwise seizing ownership
 

UNCLASSIFIED
 



UNCLASSIFIED
 
ANNEX II, Page 9 of 12
 

or control of property of U.S. citizens or entities beneficial­
ly owned by them without taking appropriate steps to discharge
 
its obligations.
 

The Borrower (including Government Agencies or Subdivisions)
 
is not known to have taken steps since January 1, 1962 to
 
repudiate or nullify contracts or 
taken any action which has
 
the effect of nationalizing, expropriating, or otherwise
 
seizing ownershio or control of property of U.S. citizens or
 
entities beneficially owned by them without taking appropri­
ate steps to discharge its .obligations as specified in this
 
section.
 

35. 	 FAA s.620(f); ADo.s.109. Compliance with prohibitions against
 
assistance to any Conrnunist country.
 

Assistance provided undEr this loan will not be furnished to
 
any Communist country.
 

36. 	 FAA s.620(2). Compliance with prohibition against use cf
 
assistance to compensate 
owners for expropriated or national­
ized property.
 

Assistance provided by this loan will not be used to 
conpensate
 
for expropriated or nationalized property. (Section VIII)
 

37. 	 FA.A s.620(h). Compliance with rulations and ocedures adop­
ed to insure against use of assistance in a nanner ;Thich con­
trary to the best interests of the U.S., promotes or assists 
the foreign aid projects or activities of the Cotr.unis:-bloc
 
countries.
 

Assistance provided by this 
loan will not be used in a manner
 
which, contrary to the best interests of the U.S., promotes
 
or assists che foreign aid projects or activities of the
 
Communist-bloc countries.
 

38. 	 FAA s.620(i), Existence of detemination the: the country is
 
engaging in cr preparing for aggressive military efforts.
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The President has notdetermined that the 3orrower is
 

engaging in or preparing for aggressive military efforts.
 

39. 	 Fkk so620(k)o If construction of productive enterprise
 

where aggregate value of assistance to be furnished 
by U. S.
 

will exceed SlOO million, identification of statutory
 

authority.
 

NOT A??LT:CA3LZE, 

40. 	 FAA s.620(1). Compliance wg. prohibition against assistance 

after December 31, 196-, for the government oz a cauntry 

institute investment guaranty prcram,
which fails to 


Investment guaranty agreement presently under natiauiono
 

with 	oroini'itionFA.. s,,520(n): Aoa 17b,. Ccmpliance 
whic"against assistance to coun:ries 


trafficking with North Vietnam.
 

or knowingly ?aeit traf-The Host Country does not traffic 

ficking with Ncrth Vietnam.
 

42. 	 FAA s 620(o)( if country has seized, or lmoosa any -enalty
 

or sanction against, any UoSo fishing vessel on accou-: of
 

its fishing activities in international waters, informaSion
 

has -iven to exc-uding the on the consideration which been 

country from assistance,
 

U S. tuna cli-iars has be-nThe Host Country's seizure of 
considered. it has been determined that te -o
 

not, az this time, warrant wihholding of JJ, assi san0c0
 

3: : he 3an in
43. 	 FAA s0'21. inormation and conclusion 


oroviding technical assistance will utiz:_ to :he fullest
 
extent practicable goods and oro"essional and o:ar services
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from private enterprise on a contract basis. 
 If the facili­
ties of other Federal agencies will be utilized, information
 
and conclusion on whether they are 
particularly suitable,
 
are not competitive with private enterprise, and can be made
 
available without undue interference with domestic programs.
 

Up to $250,000 of the loan is to 
ftnance a technical as­
sistance contract with North Carolina State University.
 
(Section II)
 

44. Apps.(unnumbered). Use of funds to carry out 
FAA s.205,
 

which pertains to IDA.
 

NOT APPLICABLE.
 

45. ADD.s.102. Compliance with requirement that payments in
 
excass $25,000 for architectural and engineering services on
 
any one 
project be reported to Congress.
 

No payments in excess of '25,000 for architectural and
 
engineering services on th-is project are contemplated, however,
if any such paymenu is requested it ,;ill be reporteid to
Congress pursuant to the reO.Uir2ment of this section. 

L6. Ap. s.104. Compiianc t :i,ainstwith bar funds to pay 'ensions, 
etc., for militar%, 1nersonnel. 

Funds obligated by the loan and local currency generated

thereby will 
not be tUsed to Dav pensions, annuities, etc.
 
as prhobited in this So:t ion.
 

47. App.s.106. if country att mpts to 2reate distinctions be­
cLuse of their race or rellOzon among Americans in granting
personal or ccrrercial ac'2ess or other rlgnts other~ise 
available to I'.S. citizens ,;eneral,, application will be 
made in negotiations of contrar-y principles as expressed
 
by Congress.
 

No attempts by the Host Covernment to creiate distinctions be­
cause of race or religion among Americans in 2ranting
personal or commercial access or 
other rights otherwise
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available to U.S. citizens generally are known. If the Host 
-Government attempts to create such distinctions, application

will be made in negotiations: of contrary prindiples as 
ex­
pressed by Congress.
 

48. 	App. s.lll. Complian;e with existing requirements for
 
security clearance of personnel..
 

This 	 requirement will be enforced. 

49. 
App. s.112. Compliance with requirement for approval.of.
 
contractors and contract 'terms for capi;;al Projects.
 

The legislati've hlistory and Ma-nual 
Orders indicate that this
 
provision was not intended to apply to sub-loans under an
 
intermediate credit operation.
 

50. 	 A-p. s.114. Compliance with bar against use of funds 
to
 
pay assessments, etc., 
of U. N. member.
 

Loan funds willl not be used to make any payment to a U.N.
 
member.
 

51. 	 Aro. s.115. Compliance with regulations on employment of U.S. 
and local personnel for funds obligazed after April 30, 1)64.
 
(Regulation 7)
 

NOT APPLICABLE.
 

52. 	 ADD. s.401. Compliance with bar against use of funds for
 
publicity or propaganda _urooses within U.S. not heretofore
 
authorized by Congress.
 

Loan funds will not be used for publicity or propaganda
 
nurooses within the Uni"ed States.
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STATUS A$ OF 5/31/66 

DISBURSEMENTS 

Date 
Loan 

AID-029 
$6.6 millijn 

Loan 
DLF 204 

$9.0 million 

Loan 
PL 480-099 

$1.0 million 

January 63 
July 63 
August 63 
December 63 
February 64 
April 64 
May 64 
Sptember 64 
October 64 
February 65 
A.ril 65 

538,996.27 
359,218.38 
451,995.53 

200,000.00 
167,502.14 
262,153.00 
148,047.89 
800,000.00 
248,342.87 
388,481.99 

1,019,821.27 
170,237.36 
153,614,.24 
423,949.04 

%. . . . . . . . 

July 65 
August '65 
Sptember 65 
November 65 
December 65 
January 66 
February 66 
March 66 
April 66 
May 66 

429,430.60 

4,784.99 
-. 

67,678.65 
49,626.87 
25,13506 

849,924.46 

567,816,31 

46,474.36 

452,404,96 
A38,934.31 
463,991.40 
271,833.66 
396,392.83 

. 

826,037o39 

375 922.25 
797,145.59 

135,802.05 

63,022.11 

Totals: US$ 4,195,022.77 8,25635.22 63022.-1 
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Exhibit 2, Page I of I 

POINTS RAISED AT LA/CAEC MEETIG ON AGRICULTURAL CREDIT 

May 5, 1966 

1. 	Breakdown of $250,000 for technical assistance to be requested.
 

2. 	More information on Forestry Service needed; have very little
 

on how project is going, is being administered; need for
 
additional funds.
 

3. 	Disbursement within 2 years - is this reasonable in view Cf 

slow orogress on other two agricultural loans? ADproximately 
$2.5 million remains unsubobligated, or $15.5 million total. 
Would like to get a feel for monthly subobligatioL rate so as
 
to tell likely overlap of new loans, if any.
 

4. 	if PL-480 local currency not likely, this should be reflected
 

in loan paper.
 

5. 	We should insist on a minimum COP contribution to the Revolving
 
Loan Fund, at least during the years our loan is disbursing.
 

6. 	Loan paper should spell out coordination needed between IBRD,
 
1DB and A.I°D.
 

7. 	Interest rate problem is reaLy difficult, bu p:-e:er to see a
 
higher rate (i.e. 77% as presently under iDB loans).
 

8. 	10% default rate estimated in IRR seems dangerously high and
 
USAID should indicate positive steps and methcds to reduce
 
this.
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Borrower's ComDiance with SiGnificant Conditions and
 

Covenants of the Loans # DLF-204 and 
 527 - -L 029
 
DLF-204 - Conditions and Covenants
 

1. 
Subloans to have interest rates no 
higher than 7% and loan
 
terms available to 15 years.
 

2. Subloans 
to any borrower or for any family sized farm not
to exceed an amount to be agreed uDon by the Managing

Director.
 

3, Subloans to be used solely for financing the local 
or UoS.
cost of agricultural equipment and materials, home building
materials, and unit labor costs of land clearing to facilitate
 
settlement of family size farms in Peru.
 

4. Subloans to b, granted under 
Institute of Agrarian 

the broad policy guidance of theReform but to be negotiated, authorized,administered and collected by the Agricultural Develoment
Bank under an arrangement to be approved by DLF.
 
5. 
The GOP to agree to absorb maintenance of value on 
the DLF
loan rather than to pass this on to 
sub-borrower,

6. 
Loan Agreement also contained standard conditions and cOvenants­

concerning procurement, reporting and publicity.
 

Comment:
 

USAID/Peru, Office of the Controller issued audit report #6 -PE-6March 8, 1966 oncovering operations
1)61 to September 30, 1965, 

under DLF-204 from September 8,The Governrment of Peru was found to bein compliance with the conditions of the loan agreement with the
following exceptions:
 

ao 
 Loans to some farmers in the Sierra and Jungle were not made in
a timely manner due to lack of funds in various branche!, of the
Banco,
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b. 
ONRA processing of loan applications appeared to be unduly slc.w
 
according to borrowers interviewed, 

c. The. loan agreement required a. publicity release- when 1/3 of the.
funds were disbursed.. This occurred August 31, 
1965 and no
 
publicity was made.
 

d. Quarterly reporting 
as required by the Implementation Letter
 
§12 ha'd not beeri. strictly complied with.
 

a. -a-mers intarviewed in the Sierra and Jungia ware no- aware 
of the sources of their loans.
 

T'ae'3orrowerwas infoed 
 of the' above problems and has taken
 
corrective measures.
 

AZD Loan FA527-L-029 -Conditions and Covanants 

Te GO? would ag.e o orovida adcuata Z hi 
operation and other requirenenzs of this program so that it may
pooceed at the anticipated lavel, 

2. Pa.yments accruing to 
the 2orrower as a.result of rapayment of
principal and paymenc of interest of sub-Ic.ans shall be used
by the 2orrowar, zxczat requi redas for amorzizazion of :h[aAID loan, to promoce t-,e Alliance for Progress objectives in
agricultural development in Peru,
 

3, No funds under this loan may be used o flina x..rooriacad
United States or Peruvian property, 

4. Sub-loan will not exceed 7% interest nar annum, 20 year ..eoa..m
includin' a 5 year gzace riodthe restry plantaonproject where repayment could be over 25 years wi :h a 10 year 
grace par-od. 

5,. Acivities not eligible for financing under ta an are:
 

8) Cha cultivation, har/esting, 
 cra-, or .oC.es for a%.of any agriculturaj food feedor commodiies which Ao in• 
a notice to borrower idenuifies s being in chronic or 
:;arsistant surplus in Unic.ed States or world markets. 
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(ii.) the cuitivation, harvesting, storage or processing for
 
export or domestic consumption of any agricultural

commodity other than food or feed, which A.,ioD. in 
a

notice to borrower identifies as being in chronic 
or

persistent surpulus in United States or 
world markets.
 

(iii) the acquisition or rental of land;
 

(iv) 	the acquisition of any property through expropriation or
 
national ization.
 

6. Each year, no later than the anniversary of the signing of the
Agreement the Borrower shall present to AoIoDo for AID approval

its program for the use of such sub-loan repayments and interest 
during the forth-coming year.
 

Comment:
 

To date 
no audit hns been made of this loan. 
 However, site inspections

and monthly repor'ts have shown that the Borrower is in compliance
with the terms and conditions of the 
loan 	agreement with 
 the following

exception:
 

!. 
In the case of the Chimbote colonization project lack of su1zi ient
GOP funds for construction of irrigation Canals has slowec 
 Z:e
settlement of farners and therefore granting of crdits. 
T1a
budget cuts experience. by ONIA this year make 
it unli'---c,,

adequate funds will be available. 
OPTA%will continue to work
 on this project with what GOP funds are 
available and anticioanzes
completing the project but at a slower pace than originally planned,
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Compaiative Baaance Sheet6 as at S6ntember .30 
(in S/COO) 

1959-September 30, 196 L 

A S S- T S 

Cash in hand and in banks 


Portfolio
 
3h'or-Tera 

Lon.g-term 


Total Portfolio 

I/


interest receivable 

i rventries 

Net fixed asset3 

01:-.er assats 

Total Assets 

-


.... . L a $
 

iutd 'iz
a:it l 


:1or in 
ai-n capita' 

Rese.- as ard 7rovisions 

=Es4-t Vaous Accounts Payable 

-rr.-
~'- :osits 

2n!:sI Correspondents 

77sc:' rz.:i with Ceatra. ?Bser".e Bank22 2:sraisr. on behalf of Gov. 

2) Seasona! loans 


.ocal bans 

-:re '.- ba ks 


.......
r .ccounts 


-rofits 


Total Liabilities 


, Acrseaad Cor..ercial Ban.'k und Borrowers' 

---------------------- September ---------------------­30,
1 9 T ...9. 9 6 0. 1969 6.2 196 3 1.9 6 4 ...
 

106,809 140,645 206,288 119,503 273,22O 2C,CO
 

781,672 .,01i1,261 I ,,-t05,c..Ic0 
 -* ­
, 18,791 447,IC8 515.866 526,138 6
.9' 3s,27'­
1,2OO,3
6o5'369 1,52 a,d i 7,3i9 i,)C, ,b 2, 

9,401 11,778 12,,<_ 1,973 6,5- 9,,
27,266 2 43203 , 37,352. 1....

25,516 2 23- 31, 52
29,779 33,_52
 

.6.33 3,556. ,35 .3,
 

,37,lo7 , 1'7Z .-­-; . 2- ,L--2, ,.
 

0Z 


00,CCO L:0O " .
C ,C ..--3:. . .. 


!08,3530aid 57,5 2 L7,89 , 1,527,'" 1 *,291, 647 3!2,toE 352 37,C2 392,359
 

97,596 112,C74 135,1' - 1 


687,936
~o 255,174 1,050,976 643, W7 663,371 1 ;3
1,239 1,224 1,425 
 2,665 22,29. 5,373
 

379,885 330,94L2 80,001 379,264 3L2, 77 i
 
110,000 - - 1.2,CC0 265,2CC
 

331 6 ,072 247 10, L-3 10,915 
..... ...'; 

205,138 177,029 - 132,120 !49,96 2LJ. 550 103,230 

35,1,1 38,594 L4,007 59,577 52,217 . 

17 67 35 5 13.
 

1,376,168 1,662,162 i,797,129 
 1,93,22- 2,292,38 2,730,222
 

accoun s. 
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BANCO A:GROPECUARIO-DEL PERU :.. Ex 5I Page 1 of" . 
'Comparative Statement of Profit and.'Loss .hd Incoine.Appropriation 

(in thousand soles) 

IUC O.~TL, 
1958/59 . 1959/60 1960/61 1961/62 1962/63 1963 

-i.terest& Cor. issins 
or."y..-... cvs 

o,;On saecia! crerations 
78,110 
10,098 

90,172 
17,178 

11J4,282 
14,819 

135,059 
13,CO1 

150,726 
13,!07 21, 

.... 

"isrr-us 
---------

__-a::r s.-erh~ncreits15,008 

-- c eis 
lnzce 

5 

coo 

3,337 

2,883
lh,20O 

2667
2,665 

1,p-
10,;> 
-80,51 

4,325 

1,'3 
74L2,o'-' 

z' 
. 

7,722 
-. o" 

7,; 

Total ill ..127, 145,19L, iq 7 7 217 

' V. U ?1 S 

rntarezt& Comissions Paida) On zrciia r operations")On oecia ! ".'''-
17n1o orns 

. 23,'67 
5,210 

23,566. 
7,531 

29,05,' 
4,89 

26,9F6 
5,132 

32,751" 
7,28 

'h0/7 

6,C 
,o.son exc ,, 

- eratior.ns ot'her than credit's 
Saaries &'general expens6s 
Various e:enses 
-.....ation,

* oer;e aainst bed. loans 
- - :'aions aainst bad diebts 

--
922 

62,53.7 
2,4.28 
6,920 
7,938 
1,969 

--
799 

68,346 
2,886 
8,554 

11,508 
L,587 

369 
76,510 

2,71L 
8,61,

16,1114 
6,822 

615 
1-,,59 

97,l 81 
2,-66 
9,-10 

13,530 
3,61S 

-
2,7'9 

!!6, 
22" 

, 

1D 

Total .111,471 127,777 ''S,'59 160,927 175,17 21-52. 

,,:ser3es .3 7 1 62 
i.ance to enployees 

.... 

..elIncone 

4 
10 
17 

1.. 
10 

7 

21 32 
2 

10 

To-al 111,488 127,L±L7 !L,:9L 10,81 175, 23") 



AUK I CwTfURAI, DEVELOPMENT BANK 
TRUSTEEPROI,-CIOi FUNDS

ACRARIA (SIPA) LOANS RFh:1,I j U, UU1' & CANCELLED LOANS AT SHORT TERM
 
AS 

Due less than 

AGRARIAN ZONES 


Amount S/. 

I Piura 
 94 1'126,408,79 


Tuiiibes 
 34 135,015.00

TOTALES PIURA 
 128 
 1 6112-4954 

1I Lamba~yeqtic 83 364,993.58 
TOTALS LAI.IBAYE I,E 83 

III Trujilo 23 291,342,98
Chimboto 22 288,023o86 

P a o 
 60 030.o00 


TOTALS TRUJILLO 
46 639,356 8 


IV Lima 
 15 176,804,85
luacho 70 831,786,--2? 


-a~Luit 54 7%!,T~-
~9~ T b~2.L L 41! ~ 4 ~~ o~ 24 

-Ica 76,222902
Chincha 13 126,670,56 

Pisco
Po ea 


1Nazo
15 
 74 168,,83

TOTALS ICA--
 37 277ZO6i,1-,i 

VI Aroquipa 
 32 940,742934 

8 18,320,io
Cocachacra 10 266,486991 

. .5 95"835,,995_
..... l'321a385,.27 ...
TOTALS All O.(U AS 
L Tacla 27 13,50604

4za 32 012o1.7 
S6OTAI;
T C 1A3 

OF MARCH 31*1966 

90 days 

Due 
Percentagee
-

Of No. Of Amount 


14 % 30.8 % 

8 % 
 8,0 % 


263._ 

5 % -2.9 5 %% 


5% 2%9 % 


6 % 508 %
3 % 2°7 % 
0% 2.2 % 


% 3o4 % 


17 % 10.2 % 
9 % 8-9 % 

' o .­

1 % 9 9 % 


31% 27,7 %16% 12.7 % 

127%


0 % 0,0 % 

7 % 7.2 % 


1 % 11,,6 % 


29 % 3590 % 
2 % 0,7 % 
6 % i7,1 % 

ltu 7 9229
18.. . _ 0.0/O 

4 

6 6- 33 /


25 ­ 19-2... /0_ 


Due mo-e than 90 days
Due 

- DueS~-I 
-No- -AmountS/v Of Noo 

357 952,818,17 .55 % 

97 402-


,08 


50311771,897454 

--. 11355 ,
573.03
503 3'77103q.,7 


140 985,618.08

223 2'758,916.23 

56. 61'292o85 


419__436 2 
 16 


6 

129 


60 
195 


3

6 

6 
3 


163 


175 


14 


6 
49 

76 


76. 


14 

75,563965 

994,114,71 


33.0606 
1 407 774 42 


14,51,94
52,415324 

5,1.4 

25,1L4,35 


..... . . -D
15 90 73 9' 

2
 
4 % 


9 
29% 

43 %
29 % 

33% 

33 % 
23 % 

31% 


7 % 
16 %
 

15 % 


10 %% 

8% 

30 % 

op773 77/ 


600.758o26 


124,074,.36 


59,055z82 

275,507.79 


__5'_}953;63

65,--

3,119 0 
8787,674 27 

53 % 


i3 % 
2 % 

.32 % 

20 ' 

12 %7
20 

20 % 
12 -o 

Of Amount
 

260.%
 

2%_3 %
 

30.3 %
 
30.1%
 
25.3
 
19,6%
255 % 
22.6%
 
236-%
 

4,4 % 

10,798, 


9.9 % 

5o3 %503 % 
.
 

28.8 %
 
_5
 

25o2 %
 

4.6 2. 
2 2% -"t.-: 

17,6 7 ." 
1.
 
15 '
 

=%='3
%2
 

217 2% , (D.00
89 % 

(; OTl,
ol"lD 519 5f454,108)6. 8 , ,9 18372 
- -9 1 1U:.,7 1 74 28 % . 1.9 8 % 0 .0 

-> 0 

2 

http:275,507.79
http:124,074,.36
http:2'758,916.23
http:985,618.08
http:364,993.58
http:135,015.00


W . 
. .r ...... . . ..... ...
 

_ 

uI'i 

, 

51 

5 2 

." 

..-

2091226. 

_131......7..769o9,V6 
2 616- G- 2 

"" 
0.No,, 
69 % 
32 % 
55 

Of AmoTrnt 
56,&-% 

31.7 % 
48.8 7. 

TI ]4,....6 

TOW,Ls. 586 
1_,136 032, 55 
4 1 6 032 

34% 
34-% 

332 % 
33.2 .% 

1ii Ltjxlio 

.. __,o57K 

163 

245 
It276,961 0C 
3CO46,94 0.09 

678.2925..85 

39 % 
36 %
23 % 

25.4 % 
28-2%248 % 

... ...........­ _ 465 _Z,, O 35 % 27%0 
IV J,ii .'a 21 252,368.50 24 % 14 6 % 

a 

lluacho 

Cn .1 t-C y. Ih 
TOTI S -

V l 
.Chincha 
l'fsco 
...aca 

TO', _.........212. 

ia 
199 

114 
34_-----------------------------
12 
19 
3 

178 

11825,900,93 

7.723,86 :,.2" 
---2'.. .. .. 
21802,33,.6 6 

90673,96 
179,085,80 
25,11:4,35 

S82. 915,. 56 
" ,l ,.67 

. .° 

25 % 

30 7.0 

26 V-
41 % 
24 % 
30 % 
84 7;
64 % 

. 19.6 % 

19.8 
33.0 % 
180..% 
28.8 % 
56,7 %
36.8 % 

VI A v 1i,:; 46 . 1 06, 81 6 , / 00 -4.2 % 396.% " 

Co:dz(,co. 

,'A...
:if..*J. 1-1 

V1j T'",: 
. 

" /it;"/3,.'6 

(-":lIrJ "1"(,:', 

.. 

.. 

-... 

59 5/:] ,991,70 
12 161, 151, .,........ ............... . 

3 0."20 

28 ' 625,, 0' 
1.8 6 _.. .. 

286.31 , 

23.,6 l7 827,b ..7 , 

4 % 
38 % 

3 , %-. I.-".-. 

% 

50 % 
. .26% 

37 % 

36 % 

. . . 

2,9 % 
34,7 % 
37,4 . 

25..' 

32.6 % 
23,,5 % 

28, 7. 

28,,7 

H 
oI 

IQ 

o 

" 
1-4 



AGRICULTURAl DEVELOPMENT BANK 
TRUSTEE FUNDS 
PRONOCiON AGCARTA (SIPA) LOANS REPAYMENT OF DUE & CANCELLED 

AS OF kARCI 31, 1966 
LOANS, AT SHORT TERM 

,2 

DRAWN AMOUNT 

REPAY0ENT 

Cancelled 
Amortized 

BALANCE DUE 

Less than 90 Jays
More than 90 days 

1496 

519 
1837 

.8 % 
28 % 

RES 

No. 

6529 

4173 

2356 

UmEN 

64 % 

36 % 
100 % 

Amount SL 

36'037,358.66 
7'613,482.72 

5'454,108.64 
12'112,718.74 

58.9% 
121.4 % 

819 
19,,8 % 

100o . 

Amount St. 

61 1.217,668,7( 

43'650,841.38 

. 
17'566,827.38 

'71,3 % 

28,7 

100 % 

AGRICULTURAL DEVELOPMENT BNK 
TRUSTEE FUNDS 

ADMIN ISTRATOR 

rr 

>" .5 
C.) 

t- i 

H z 

00 0Q 

.0 



~ u..~1~c~ ' ~ ~u~d- I~p~v~c1Amount 
........ O.-cS ed AmortiEcdc•, 


h-- A&wloll S/i. 16, h-~aount S/ . No - Amount S/ . 

I P'iuka 	 654 3'661,651,88 203 661,989,71 232 920,435.21 
It 1.696 1. 01 277 962,129jif 6!. 1961218./40 

"iX'fA1.CS FU:RA -I0L2 5'35-/,76:89 - O480 Pt624I1872 296 I'll6653,35 

I1 	 1,mbayeoue 171.11 12.452,16qz.38 1153 61795.403.13 3!3 1'520,732o70 
TTALS1._-'4mA.'i{? I?! 12t 4 52..16:i< 38 61795.40313 3113 1'520,732,70-15S3 

III Trujillo 	 420 5'O28,04301- 257 21675,427,50 132 1'075,654045 
2 15
Ciii.iOote 677 101793,605.26, 432 61211 ,745 78 1'534,919.39 

Paca!;1w-vo 245 21732,554 00 188 ]1863,064to0 0 33 1.91,197! 
"IO'i.STi'U .O 18 554,202<27 10:750.237o28 10 "1342 	 877 3 21801,770.99 


IV 	liMra 89 1'723,848.55 68 1'326,740.55 18 144,739.50 
Ihoacho 789 9'29,760.09 590 6'521,251.51 130 947,607,65 
C :iiei-: y lla 383 3'110,200o00 269 2t116,513O00 54 239,822.77 1 

"hP;LS li.-A - 1261 1/t4128,802,6- 927 91994,505,06 202 " !'332p16992 

V 	 Ica 29 275 306o27 17 141,413(82 7 43,218.49 
Chii-adha 80 994,191.65 61 661,559,,35 19 153,555.50 
Pisco 10 87,293,46 7 50,24,1.50 3 11,907.61 

212 1'027.6.JD0. 34 . 325.5.Q.00. 31 119. 1954
 
i %i 2:. 4, zs 119 1178,755.67 60 327 877.0£.
 

VT Arequilpa 	 109 2'687,059o00 63 lt4;74,36 4,00 22 147,888,30 
cauj-f 364 2'640 j530,I3 350 2'555,758.A3 5 7,396.08 1 
Coc-_:hjac1a 157 1'562:,606,00 98 853,795°,00 3M . 166,816o30 
A 5209 313 0 23 209.1?9o00 6 -

6 0 7 9 8oL9 r- ', 
"j'". , .	 66,, 7';21 . 11 1: 53/I 5 93. 1764Z3 67 382,899,.10 o- H 

VI " ;, 	 56 510,397.2'p 301: 9 39,506.L128 265.75 	 ,4.66 

i'>r,, 62 	 896.C?l- ; 	 . ,.., Y' 50 29-, 9 91.873, 16 OQOQ
" 	-.." . 124 l'() 8"",,,. 78 61,-8 37,7, 	 6
 

',,,66 I49, 7 61_3.,'1 ' 9 .. 
a-NI.4
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http:6'521,251.51
http:9'29,760.09
http:144,739.50
http:1'326,740.55
http:1'723,848.55
http:21801,770.99
http:1'534,919.39
http:101793,605.26
http:61795.403.13
http:12.452,16qz.38
http:920,435.21


AGRICULTURAL DEVELOPMENT BANK
 
TRUST'EE FUNDS


PROMOCION AGRARIA 

AGRARIAN ZONES 

I Piura 


Tumbes 

TOTALS PIURA 

II Lambayegue 

TOTALS LAIBYEQUE" 

III Trujiflo 


Chimbote 


P,-casIaYo 

TOTALS TRUJILLO 


U) Lima 

•
t Caiiete yaa 

= LSL.-TO
-.


V Ica

Chincha 

Pisco 


Nazca 


(SIPA) LOANS REPAYMENT OF DUE & CANCELLED LOANS AT SHORT"TERM 
AS-OF MARCH 

No. 


435 

-
 341 


776 


1501 


1501 


389 


677 


221 

1287 


86 


720 

323 


.
 .. 
 1129 


24 

80 


•10 


65 

T..A...--------------------------


179 

VI Arcquipa 

85 

Camatl' 
 355 

Cocachacra 
 132 

Ap...
n..o. 


TOTA:S.ARTEUIPA 29 


601 


VII Tacna '-

1-oquo,f!Il 37 


59 


S TACNA 
 95 


Cl!U/ND TOTAL 5669 


312 1966
 

0"T A L REP 

Amount L 


'
1'582,4124.92 % 

1'158,347.15 


9_7140,772.07-

81316 135.83 


831613583 


3'751,081o95 


7'746,6(-17 

2 '054,261 15 


2 

471,490.05. 


7%468859016 

2386,335,.77 


11'326,674.98 


184,632.31

815,10585. 

62,149,11. 


/z44,74544 

1150o632 71 


1'622,25230 

2563,15451 


"
11020,611,30
 

270057-2 


5'476 075,53 


343,772,21 

388 769.78 


4.3'650,,861-.o38 

A Y E D 
Percentage of Repayment

No, Amount
 

31 % 43.2 7
 
68 % 68.3 %­
45 7 • 51.2 7
 

66 7 66.8 %
 
66 66.8 7
 

61 7 74.6 7
 
64 % 71.8 V
 
77 % 75.2 7
 
65 73.0
 
76 % 85,4 %"
 

75 % 80.4 %
 
70 % 76.7 %.
 
711 % 80,.2 7
 

59 7. 6/o0 7
76 7 82,0 7
 
70 7 " 71.2 7
 
16 % . 43.3 %
 
36 -.
 

58 7 60.4 7
 
957. 97.1% 
 " )
 
62 % 65 3 7 r
 
66 % 62 6 % 
 fn 
P,),,) ... %.

50 / 67.4 %/0> 
"7/1 % 76.% 

63 / 71.9% o32,541,99 


64 7 71 3 7
 
m-0 

http:184,632.31
http:11'326,674.98
http:2386,335,.77
http:471,490.05
http:9_7140,772.07
http:1'158,347.15
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AC) Al: ., I 0Ai.S - COM ,Ah \.IV;, SI T't:. 'ST OF ]I :.AYfi1I & BALANCE DUf-, 
JAN..... ItZY TO . . 6RCII3__6196, -o 

TOTAL RI:.PAY:D . DUN...,:SS THAN 90 DAYS 
AGRARIAN ZONES 31 .,,66 31.3j.66 . DIFY:P.NCE 31.,66 31,,3,.66 DIFFERENCE. 

1 	 Piura 11104,017.46 11582,424.92 11585,260O09 1'126,408.79
 
Tumbes 995,561,.61 1I1581347o5 	 1'O32,6869 135,015O00 
TOTALS PIURA 2-099 579 0 7 2 t74 0 ,772o 641,193o00 2' 617,9;6h 28 1'261,423.790 0 7  	 .i 9356,522.49-

II 	TOTALS I,.':BAYEQUE 6'785,866,.57 1530,269.26 -799,978,26 364,993,58 . 434,984°68'8 93 1 6 , 1 3 5 , 8 3 

III Trujillc 3t2O6,551o54 3'751,081,95 .122,589.80 291,342.98
 
Chimbotc 7'120,276 59 7'746,665 17 634,736,30 288,023°86
 

8
Pacasmayo 1198 ..4/44,.28 21054.261,,15 118227.84 60,000,00
 
TOTALS TiJJILL0 12'315,272o41 13'552,008o27 lt236, 7 35,86 875,553o94 639,366,84 4 236,18710::
 

IV 	 Lima 844,2200 C5 1'471,480M05 355,020.34 176,804,85 
Hluacho 51885,763.12 7t468.859,16 881,614.77 831,786.22 
Cafiete y Ma.' a i':998,,647J,.:3 2'3865335,.77 -,279,89699 385,768.17-
TOTALS LA .8'728,631.40 111326,674,,98 2'598,043 58 1'516,53210 1394,359.24 122,17"2.86
 

V 	 Ica 31,360.00 184,632.31 65,074.95 .76,222.02
 
Chinclia 637,553 25 815,105,85 63,938.79 X26,670,56

Pisco 	 51,461_ 72 62 ,I49, i.....
 

799,.79 	 39,245,.66Nazca 6 .03. 444,45,6 	 74,]68,83 
TOTALS ICA 17i24,1"1iA506,63271 	 168,259.40 277,06!,41 -+ 108,80.2O0176 	 382,457.95 


VI 	Areq]uipa 281,665.64 1'622,252,30 940,742.34
.745,269,56 


Camang 214088,100.22 21563,154_5] 90,69821 18,320.10
 
Cocachacra 903.,277,60 1'020,611.30 422,631i82 266,486,91
 
Aplao 180 : .336 270,057,42 "2 827j14 95,835,i92
 
TO'ALS AREQU.-LPA 31853,577.82 5'476,075J53 1'622,497.7i 1 3 81, 4 06o 7 3  11321,385.27 60,021..46 r* 

VII Tacna 283,56100 343,772,2 86,2-38A4 163,506,04 .° 
_, 31,6, !)7, 50 388 .769,,7,.. 103,]1 ... 51 32 .012,.47 " i7 

TOTALS T!.,CrNA 630,038,50 . /32,541 9 1O1, t3.!i9 189,4:24.45 i95,518o,51 + "6,094. 06 )3 

;;ANJ) TOTAL, 33'650. 	 ,1,,3f; 8 13. 680. 79 715/9. 10.,1 6 5.5! 8,,6!, .9? 094,99952v 

t-. 0 

0 
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P~ uiON AGRAR:I:A .,_-OM.tAAT 1vIg S':A'fl.A'.,;N'c O" .R1:PYJ,I_o.. . ..
........- . . ... . . . . . . .... ... .. .. . .. . .. . .. .. & BALA.,',NCI UE
R.. 


]PR.oII 3JANUIAjy' 31. TO bARCiI 31, 1966 

DUE IOl. TIIAN 90 DAYskGRARIAN ZONES 
 31 60,,666 ToVLJ DUE31.3.,66 D IIF]RlNCF 31. 1.66 31.o3.66 
 vFERENC. 

ii.a 951,886o,47 952,818 17 
 2537,14656 2'07922696
'Tumb-s TOTAL..28.
l48.,
1 196ff307,97- 402.7511,,86 2264,16 
 V07696,_JRA ......
,l 5i37_ 6.
TOTALS FLORA 
 Ii18,194 44- 1)3f55573-.03 +-207,378-59 
 3,766,1L 0 Y2 2t616,996 82 ,i1149,143.90
 
[I TOTALS LAMBAYEQUE 4'476,998.00 
 3 771,038.97 -,705,959.03 
 5t2 7 6,9 7 6 2 6 • 4'136,032.55 o1i140,943.71

HII Trujillo 
 1'272,576,39 
 985,61808 
 1395,16619 
 1-276,961o06
Chimbote 
 2381,654.28 
 21758,916,23 
 31016,390o58
Pacasmayo 3O046,9410.09517,f4818 
 6 5 635,709,,72 
 678,292. 85
TOTALS TRUJIlO 4'17-,712o55 4'362,827,16 
 +-191,I14.61 
 5b047,26629 
 5'002,194.00 
 •45):072.49
[V Lima 
 87,0 393 
 75,5 6 5 442,06427
lluacho 252,3580 50
773,430,86 
 994,114.71 
 1'655,045.63
Cafiete y Mal.a 1'825,90093
23513,,58 338,096-06 51.4210-O.5
TOTALS LIMA 72384o 23i'i095,488.3? 
 1'407,774.42 
 +312,286o05 
 26f2",O--26,04 
 280-2,133066 
+ 190,113.19


Ica 14,451o94
Chincha 

6 5,071 95 90,673967,089%61 
 52,415.24

Pir:o 71,028 1,0 179,085.8023,778 28 
 25,144.35 
 23,778,,28
Na';ca 25,14-4z.235
596,100,55 
 508.746,o73

TOTAI.S ICA " 565.346,2._ .. 532,915 ,56
556 968.,4 600,758.26 + 43,789o82 725,227.84 877,819 6 7 + 152-5 9 1.83.
Arequ1ipa 105,072-80
,1 
 24,07,.A36 
 .. 850,342,,36 11064,816,70
CaIan 65,188O00 59,055 82 155 886 21 77,375 92
Cocacliacra 
 5,426258 
 275,507.79 
 " .5,28Aplao 2140 541,99470

65,315,,66 

. .282YTOTAL 1 5:. Q122,8 

. 

)68 523,9533 
. 

7, . 161.151 58r-- 348,26625 1557,0f:l1 I'll845,338,90 + 288;244 79 ' 
3,1.19.00 

..
1 4 ctIc-gIa 86,23,1 . 166,625.043 87,6/!8.8"7 O, - '-
TO:iALS TACNA .' 106 L,7: 8: 1.19,686,,3,288,32 " .
90,793,27 
 + 87,506,9
 192,72,. 71 
 286,31.1_Y/8 
 + 93,599,01 ,j

GR8AND TO.l.Al, I'l _*8337.50. 
 7V, 71- .121.11. ,21 19'1!7,J438,,66 17 566.81 7 .. .. 660,..11o28
 

AC;I1ICIcu,'J'I.Ip , P2:!')O~I4HE~i , BANK 0 
t-1l 0I-h 

ADMI) ~0t 
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