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SUMMARY AND RECOIWENDATI(S AI:D-DLC/P-124 

XVa 17, 1972 

1. BORROWER: The Borrower will be the Government of Peru
 
(GOP) represented by the Minister of Economy and Finance.

The GOP will designate the Ministry of Agriculture (AgMin)

as 
the implementing agency in coordination with CRYRZA,

the GOP agency for coordination of all reconstruction
 
projects in the disaster area. 
The Agricultural Development

Bank (Bank) will be the fiduciary for disbursement and
 
collection of sub-loans.
 

2. AMOUNT OF LO.,.N: $5,000,000.
 

3. PROJECT DESCRIPTION: 
 The project consists principally

in the furnishing of agricultural credit to 
small farmers
 
in the disaster area, either as 
individuals or groups,

to finance crops, livestock, repair and improvement of

equipment and buildings. 
The credits will be furnished
 
through the Supervised Agricultural Credit Fund 
("Fund")

which has administered previous AID loans 
totaling

$25.6 million. The administration of this loan will
 
proceed in much the 
same manner as with the previous

loans. The main differences are 
that the money will be

available in the disaster area 
only, and Fund activities
 
will be extended to include parts of the Sierra not

previously reached. 
The loan will emphasize group
farming to a umewLit-,grentcr dew-ee than has been the case
in the past. The aupiented progran will require additional AF',Mnagricultura] technicians and Bank staffing. The t(,tal amount cf 
the loan will be available f'or rcnversion to local currency. 

PURPOSE OF THE PROJECT:
4. The purpose of the existing
Supervised Agricultural Credit Fund is to improve income
distribution and increase production of domestically

consumed foods by assisting smaller landholders and coopera
tives formed thereof in developing viable farms. The
method is to provide credit and technical assistance to
these smaller farmers 
so that they will gain technical
experience and begin to capitalize their farm operations

to the point that they can 
transfer to other financing
 
sources for their credit needs.
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The l)ropJst.(d loan of $5, (000, 000 in intended to follow th basic 
concept but it directed at the needi of farmers located in the 
disaster area. These credits will assist in the rehabilitation of
the agricultural arctor by upgrading the quality and increasing
the quantity of domestically consumed crops or livestock in 
the region. By facilitating the growth of viable farm units,
either through assistance to individual farmers, or through sup
port of the consolidation of minifarms into cooperatives or pre
cooperatives, the credit program should improve the economic 
situation in the area. New livelihood opportunities on farms 
with futures should help stem the flow of rural-urban migration
and at the same time improve income distribution. 

5. TOTA, COST OF PIIOJk:CT: hlietotad loan anouit of'$5,000,000
will be available to firiern c' ';ij1)b],n for small farmers.
 
The GOP contribution consists of roughly 
 28g000 in additional 
budgtary support for the AgMin un 
Implementing agency and an

estimated 1_ O,_0_ -replenishment ol" the fund to prevent

decapitalizatlon. 
The Bank has agreed to increase its staff
in proportion to the greater volume of subloan activity, but

such costs will be covered by the Bank's administration fees
 
included in financing charges to the sub-borrower.
 

6. BACKGROUND OF PROJECr: In September 1961, the Development
Loan Fund signed a $9. 0 million loan for agricultural credit to
be used mainly for sub-loans to colonizers on the Eastern Andean 
slopes. Other agricultural loans $6. 6 mi'lion (1964), $1. 0 mil
lion (1964) and $9.0 million (19066) have either gone in whole or 
part for supervised agricultural credit. In the earthquake grant
program of 1970, $780, 000 wa:s included for similar loans to smaller
farmers. Recently AID amended Loan 527-L-047, its most recent 
agricultural credit loan, to make available an additional $436, 000
for smaller farmers in the disaster area. As of December 31,
1971 the Fund has approved approximately 65, 000 sub-loans for a 
total of $61, 000w 000. 

Early this year the GOP requested AID financial assistance in
 
the amount of $5, 000, 000 for credit in the disaster area. The
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Mission scaled the aliount to $3, 	000, 000, and the IRR was 
approved on Felruary 17 for that amount. Following the severe 
flooding of March 1972, the (oi' requested additional resources 
for flood rehabilitation in thr 	zone affected by the earthquake. 
After review of the damage in the area, All) agreed 1 the use of 
the $436, 000 loan supplement and about $0. 4 million of the 1970 
Erthquake Grant to finance irrigation repair in the Chimbote area,
 
and 	also the loan proposal has been increased t', $5, 000, 000 in 
response to the heightened agrictiltural credit needs. 

7. 	 ALTIIRNATF SOURCFS ()!' FINANCING: No other financing i,,
 
available frojo other 
fr,,& worldId i'ders on the concessionary 
terins req. red for tbi, pro''ct. The FXIM Bank, IBRD and II)13
haive expressed no ijt., ict i-1financing this project. 

8. 	 COUNTRY TIAM VlJ- NS: The country team considers this l)rcjetr 
a significant factor suppcrt of FSG andin GOP priorities for re
construction of the dis.aster area, of theand development agrictiltur.! 
sector, while pronoting improved incorne distribution and reluced 
rural-urban migration. 

9. 	 S'FATU'ORY CRITFRIA: AUI statutory criteria have been duly
 
considered. (See Annex I for checklist).
 

10. 	 ISSUES: Whcthc'r to use the Suq 'rrvis ed Agricultural Credit Fund 
in view of its collection record (See Part VIII). 

11. 	 RECOMMFNDATION: 'lh,it lo.in of $5, 000, 000 he made to ti 
GOP to provid. cred it through the Fund for smaller farmers in the 
disaster area ald providt or netcessary conmplermentary technical 
assistanme. Terms of thq loan would be the must co ncessional 
permitted by the For4in A ,:,i;tnc ,Act, i. e., 40 year repay11nnt,
including a ,,car ] i 'a, with interest at10 grace 2% during the 
grace period -.n- , 31" therv'aft,.r. 

A. 	 Conditionv Proc-,dent to Disbursement 

1. 	Prior to the first disbursernent of the loan the GOP will: 

a) furnish an operation plan satisfactory to AID setting 
forth the numbcr.- and qualifications of agricultural technicians and 
I31.nk agents responsible for execution of the project. 

1)) halve de'posited in the Fund the amount of uncollectibles 
due under prior agrevvmvnts through CY 1971. 
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2. Prior to any diabu eez,t in calendar year 1973, the GOP 
") Will have developed u revised 4 initilm of Uncoleptt

iberisetinfrictory to All).
 

b) Will f',nit ih All 
 with the resUlts of itsthe exiotIng evaluation ofor, nni"ation and procedures of the Fund and particularlyIto recom nndatioit; for modllfication, to improve collectiona. 

A. Covenatti 

I. 'The GOP il]itd c&)vtliuwt thi.t -to
Ideation farmer or group farming orgae]igie1 f0r exict;.,i, orcdlts of the types proposed hereinrlnanced by other intern:,iL, Fi, institutions shall receive AIDloan tinds iii l ieu of :1ci Financing.
 

.. During tla, thre, 
 yri'r; fol loijing'ditibursement of theFund will allocnte at ieast much 
loan the a, money to the disaster areain received in reflows under this 

nu 
loan. 

3. The GOP shall eoventant .%:sind,'r prior agreements to replenichthe Find by tfh. FtmLurt determined as tmcollectibleBeginnjng witVi the: each year.payment ih 1'-)'(3 for uncollectibles1972, the determined frGOP will aItillze the definition of uncollectibles dev,'!loc.dI
I, response to conditiors precedent 2 (a) above.
 
it. The 
 GOP sht]il c)vt:rrnnt to iplement the recommendations
resultin 
 1'rom itF; Cevilati(n ot' the existing organization and

pr'ocdiire.; 
 o' the Fun(d,
 

'. Thv i n "ia] I Ihe 5'ubje.t t.,, -,lich other terms and 
conditions"2 AID mimv d ' ,d' l abl1 . 

L'rojeotComlttec 

A. Mudg - A.',-.i:;t'int Director for Capital Projects, USAID/PeruR. felhlin - Loan (f ,cr, !A/DR
J. Halpin - AgriculturnI AIvl.sor, LA/DRC. Brnokshier - Food and A',riciltiu-e Officer, USAID/PeruF. Mann - Agricultural Advloor, TAB/AGR
G. Gebhart - Economist, USATD/Peru
( . onnrd -A..sistant Tonn Officer, LA/IW. MoP. Jones - Acting Caplt:il Development Officer, UMID/Peru 
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A substantial number of small and medium farmers have beenreached through the Supervised Agricultural Trust Fund mechanism. 
However, in the aftermath of the earthquake additional resources and
increased efforts are necessary. To date, the U.S. has assisted re
habilitation in agriculture through the Earthquake Grant Program of 1970which included $780, 000 for loans to small and medium farmers in thedisaster area. Also AID recently amended loan 5Z7-L-047 to make 
available $436. 000 to help meet credit needs in the zone. This amount
will be directed to the Chimbote area for sub-loans to repair irrigationsystems destroyed by the recent floods. The proposed loan would extend 
these efforts. 

Also supporti g -he farm credit program within the agricul
tural sector have been -t $7.5 million A. I.D. private investment fun,l

loan (051) emphasizing processing and service industries for agriculture
and a $5.5 million A. I. 1). food marketing loan (049) to finance mnir keting
studies and the constri ctiun of wholesale and retail facilities ,or food
marketing chains bringing teconomies f scale into the marketing systcm 

AID hats also financed projects in the agricultural sector
through contract; with North Carolina State University (NCSU) arad
Iowa State University (ISU). In recent years North Carolina State activ ities have included assistance to the Ministry of Agriculture in research

and extension activities related to specific crops 
(rice, beans, potatoes,
and forage). Iowa State University has assisted the Ministry in condut.(
ing economic studies and in agriculture prug ram planning. Numerous
agriculture technicians have been trained under both university contracts. 

In the future. AID expects to be able to strengthen technical
assistance support to the Ministry of Agriculture in its efforts to
improve policy and investment planning capabilities. This support ,.vtlL
concentrate on sector analysis, especially through sub-sector studies
that focus on concrete solutions to specific problems in production
marketing systems along comnmodity lines. To this end. AID presently
is financing sub-sector studies on meats and edible ails. The results
of these studies should providth valuable policy and program guidelil . ;
for improving the effectiveness of credit, especially that available 
under the supervised agricultural credit program to cooperatives and 
other agricultural group organizations. 
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Provinces
 

Huaraz 


Huaylas 


Yungay 


Carhuaz 


Recuay 


Bolognesl 


tluari 

Pomabamba 


Meal. Luziir. 

Antonio Raymon. 


Sihuas. 

Aija. 

Total 


- I - TABUI 1(a) 

AREAS OF PRINCTPAI, CROIIS TN IIECTARES BY PROVINCE, 

STERRA RECION OF AFFECTED ZONE 

POTATOES CORN WHEAT 

Irrigation 
Dry land Irrigation Dry land Irrigation Dry land
 
710 5,403 687 
 1,492 342 
 4,879
 
468 335 
 1,735 
 - 1,864 520 
533 948 788 599 368 
 723
 

1,596 805 
 1,478 1,303 
 626 1,171
 
230 1,970 800 320 
 210 1,030 
2 1,0)4 540  221 177 

IO 7,195 1,773 " , m09 760 i,150 
4 646 275 
 1,339 
 64 2,01?
 

170 530 553 
 820 
 265 1,300 
- 1,1!8 577 373 131 2,175 
- 887 222 2,200 52 3,345
 

158 732 
 264  1,104 301
 

3,881 21,623 9,892 11,735 
 6,007 22,7;

-nsa n nMm -m-- - sss
an 

-- -- - ntwfl -

AVERAGEPRODUCTION:
 

Potatoe.j 
 6,000 Kg/Ha.
 

Corn (starchy) 
 1,100 Kg/Ha.
 

Wheat 900 Kg/Ha.
 

Source: Burpan of agricti1l iral promotion. Min. Ag. 



Table 1(a) Continued 

BARLEY ALFALFA OTHERS 
Provinces
 

Irriga Lion Dry land Irrigation Dry land Irrigation Dry land
 

Huaraz 189 5,104 3,231 - 598 1,334
 
Huaylas 2,128 1,145 1,143 
 - 766 202
 

Yungay 488 929 148 - 521 
 430
 

Carhuaz 
 424 927 693 - 391 192 

Recuay ilO 2,150 820 - 406 518 

BolognesI 20t) 202 6,899 - 369 103 

fluari 34 3,210 1,461 
 - 517 5,()09 

Pomabamba 27 103 1762,0?8  1,362 

Mcal. Luzuri. 75 i,h9() 129 - 103 287 

Antonio Raymon. 57 818 456 - 47 569 

Sthuas. 39 1,989 558 - 294 .!86 

Aija. 672 1,155 635 - 387 bo 

Total 4,649 21,347 17,076 - 4,635 l0,178 
.......................................................
 

Fruits, Vegetables, Oca, Ollucos, Qulnua
 

AVERAGE PRODUCTION:
 

BnrICy 1,200 Kg./Ha.
 

Alf'alfa 8,000 Kgj/Ha, per cutting
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,The average yields using routine procedures are:
 

Potatoes - 6,000 Kg/Ha.
 

Corn - 1,100 Kg/Ha
 

Wheat - 900 Kg/Ha 

Barley - 1,200 Kg/Ha
 

Alfalfa - 8,000 Kg/Ha per cutting 

Agricull.ural extension demonstrations on typical land have 
.shown the possibility of producing up to 20,000 Kg/Ha of potatoes by 
utilizing improved methods of cultivation. This includes the use of
 
complete fertilizer, pes:ticides, better weed control and irrigation.
 
Improved varieties of potatoes that have been developed in Peru are
 
commonly grown throughout much of the area. Corn production can be
 
doubled by using recommended amounts of fertilizer on the present
 
native open pollinated varieties. Hybrid corn varieties utilizing
 
fertilizer have produced over 4,000 Kg/Ha.
 

Wheat production of the native varieties as shovrn above is
 
reported to average only 900 Kgs/IIa. This wheat is of a special type
 
with large elongated kernels of a quality preferred for home consump
lion. However, improved varielies of wheat with proper fertilization
 
will produce 3,000 Kg/lla in Il area. The Ministry of Agriculture is
 
promoting the increase of wheal production through the transfer of
 
potato acreage to wheal productlio. A government announced restric
lion on potato marketing outside of the zone becau.se of a bacterial 
infection (carried by the Iihor) will also tend to expand whea: acreago. 
Some of the land going out of potato production could also be wjilizerl 
for forage production. Sinco golden nematode is found in the area, a 
seven-year rot"ation is recommended for potato production; however, this 
is usually not followed by the small land owners. Barley is usually 
grown on poorer soils and demonstration results show that fertilizer 
applications will increase tlhe yield from 1,200 Kg/lla to over 2,000 Kg/l. 

Alfalfa does extremely well in the mountain valleys sun al ; 
the Callejon de tluaylas. No Figures are available on increased pro
duction through the us-e of better varieties and fertilization)but r,
contly introduced varie is show an improvement over the indigenouls 
variety grown. A tall growing forage variety of oats is also grown in 
ilhe area for livetock ted. In sum, it is estimated that total pro
duetlion of all crops iin the ,irea could be doubled by utilizing presently 
known t evhnt]iqiol(. 

As el!:iwhere, in Ili Sivicra, the possession of livestock 
cattle, sheep, and pigs - is hoth an economic and a prestige factor. 
Livestock are a means of capital accumulation and the animals are sold 

http:becau.se
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at times when money is needed for unexpected expenses. This was 
the
 case after the May 1970 earthquake when many cattle were sold to obtain cash to rebuild damaged houses or replace tools and other posses
sions that were lost. The Department of Ancash, all of which is
included in the disaster zone, had 400,000 head of cattle and 700,000
head of sheep before the earthquake. It is reported that there are now
only 280,000 and 490,000 head respectively. A more accurate figure
will be available at: 
 the conclusion of the agricultural census which

will be made in June of 1972 by he AGMIN. 

The cattle are usually a non-descript native type with
 very low milk producing capacity and very slow growth characteristics.

(At maturity they weight only about 800 pounds). They serve multiplepurposes; i.e., for meat production and/or milk and frequently as
draft animals. Sheep and pigs also
are of poor quality and have very
low productive capacity. 
 Sneep from the area, for example, average
less than one pound of poor quality wool per year and weigh 50 pounds

at maturity. 
Most farm families also have a few low quality chickens.
 
2. Coastal geioli 

In the coastal region, 
there are approximately 16,000
families that earn their living from agriculture, with a cultivated 
area in 
excess of 66,000 hectares (mainly in feedgrains and foodstuffr
--corn, bean 
 pulses, tubers, fruits and vegetables). The following
(Table 2) shows present land utilization in the coastal region of 

page 

the affected zone. 

Sub-loans in :oastalthe area will generally finance re'paii
of on-farm disaster damage, and the replacement and cultivation of

labor intensive crops such corn, bean
as tubers, pulses, forages

and vegetables. 
 Some may also finance small dairy, poultry, swineand other livestock oporat ions. Generally supervised credit in thecoastal regions has been to farmers operating slightly larger bnd
parcels with bet ter understanding and of than
utili zation technology 

can be expected in the Sierra.
 
I. Ghro 4 p 1,rr Int
 

pePro] ems of lending 
 to many very small land owners arerecognized by the Ministry of Agriculture and emphasis will be given
to collective 
 loans to groups of' farmers that. are farming contiguous
small holdings. The lending to groups has two distinct advantage's.It facilitates supervisi on Of the loan and the group pressures helpt.o obtain pay' litit of th ( bt,. It is expected that a considerable
portion oI" tlhV sub- o; MISunder this activity will be handled in thisfashion. rh, practice of ,,rotlI lending should ha1 ve a beneficialeffect oil ltransfferrence of* technology to the minifundio and will tend 
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TALE 2 - AREAS OF PRINCIPAL CROPS IN HECTARES FOR 

COASTAL REGION OF AFFECTED ZONE* 

Area % of Average Production 
Crop (has.) Total (Kg/Ha) 

Corn 33,228 50% 2,500
 

Green legumes 5,060 8 3,200
 

Beans 2,056 3 1,200
 

Forage grasses 7,900 12 45,000
 

Tubers 2,119 3 
 5,000
 

Fruits 1,170 3
 

Rice 1,427 2 4,800
 

Vegetables 
 800 1 8,500
 

Cotton 350 1
 

Cereal 727 
 1
 

Sorghum 1,864 2 4,000 

Ot:her 9,376 14 

66,077 100%
 

Includes the Chicama, Noc:h,, Santa-Lacramarca, Viru, Chao,
Casma, and Huarmey Valleys. 
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to develop the collective use of land for common purposes. In
 
both the Sierra and the Coast., there has already been consid

erable growth in group Farming whether in pre-cooperatives or
 
cooperatives, as a result of the implementation of the Agrarian
 
Reform Law. Large landholdings formerly operating as single
 
entities have or are being passed to the farm workers who
 
operate the property using one of several mechanisms --usually
 
either the standard cooperative or a SAIS (Sociedad A-ropecua
ria de Inter4s Social), a newly created type of pre-cooperative
 
arrangement. Under a SAIS the land formerly under private
 
ownership continues to be operated as one unit. The workers
 
of the establishment form a core cooperative to provide the
 
necessary labor. In addition to this workers' cooperative, 
the SAIS is composed of the surrounding communities and villages 
which have small holdings of their own, independent of the 
communal holdings. A board of directors is elected from the 
people who belong to the labor cooperative and from the 
included surrounding cominuni ties. This board in turn hires a 
techni ca l director of the opera I ion. At the end of the operat
ing year a portion of Ihe profils; are turned over to the people 
who actually have providd the labor. The balance of t.h, 
profits are, then utilized to provide improved social services 
for the communities who are participating in the society. The 
SAIS organization can later become true cooperative farms. 
Both cooperative and SAIS organizations will be eligible as 
sub-borrowers under this loan if they meet the other qualifica
tions. rn the coastal region, a comprehensive program of
 
integral rural settlement contemplates the creation in the near 
future of SA[S type organizations in each of the major valleys. 

C. Previous Supervised Agricultural Credit 

Within the disaster area, the coastal region has been 
the only recipient of previous AID agricultural credit. Most of 
the Fund avt.i vity on the coast has been channeled through the 
relgional office of "T'rujillo, tlbough there is now a new regional 
office at lua cho, 

Table 3 indicalts Ihv number and type of sub-loans 

disbursed by these offices for the years 1968-71. 
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Trujillo's portfolio reflects the evolution of the
 
Fund from a social welfare, high volume lending operation to
 
production credit orientation with emphasis on cooperatives

which hopefully means fewer accounts and a more manageable
 
operation. For short term loans Trujillo has gone from deal
ing with over 10,000 sub-borrowers averaging 20,000 soles
 
(about $500) per short: term sub-loan in 1968-1969, to dealings

with about 400 borrowers averaging 65,000 soles (about $1,500)

in 1971. This reorientalion is 
true with long term loans as
 
well, The figures reflect 
I:he transfer and consolidation of
 
the small farmer into groups. 

Concerning types of sub-loans, long term credits
 
for the purchase of equipment represented 69% of the tot.,l 
amount 
in long-term loans in 1971, land improvements 16%,
 
livestock 13%, and forestry 2%. 
 For the entire period,

Trujillo's short-term lozns 
(crop and livestock) have exceeded
 
long term loans at a ratio of 4:1, though year by year this
 
proportion has fallen. 
 In 1971, 54% of total amounts
 
represented short-term loans and 46% 
long term, which also
 
reflects the 
new orientation toward the capitalization of group
 
enterprises.
 

Iluacho's portfolio, based on 
one year of operation, is
 
primarily in crop loans (85% of 
total), which reflects the 
omphasis on immodiatv rehabilitation efforts in that year. The 
remaindder of Ihe sub-loans disbursed in 1971 were largely for 
li ys iock (10%' and oquip nmet (% ). 
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gation Project financed by AID, the GOP and the World Bank
 
($6,475,880); (2) the Tingo Marfa-Tocache Colonization Project

financed by the Inter-American Development Bank ($3,302,000);

(3) the Livestock Promotion Project financed by Holland
 
($800,000); and (4) a proposed Supervised Credit Program financed
 
by the GOP (880.0 million soles. $20.0 million).
 

C. The Ministry of Agriculture
 

The Ministry carries out its responsibilities under the
 
program by using the organizational structure available for its
 
regular operations. The Ministry has its headquarters in Lima
 
with 12 regional offices (zones) and 
158 local offices (agrarian

offices and agencies) covering the entire country. The national
 
and regional offices have been divided into departments with
 
the department managers of the national offices having considerable
 
fU.-ictional authority over The minagers of the regional and
 
local offices.
 

Within the earthquake zone, the AgMin operates from
 
one regionpl office, four agrariain offices (Trujillo, Chimbote,

HIuaraz, and Huamachuco), and numerous agrarian agencies (e.g.,
 
Caraz, Viru, Casma, Otuzco). Profc:ssional and technical personnel

at the regional. and agrarian office level, exceed 380 in number.
 
(See Annex V, Exhibit 4 for A;.in organization and personnel
 
data within earthquake ?.one).
 

The Ministry's Department of PromoLion (-exPIPA) estab
!..shed 
 a Credit Section within its Division of Extension to a'lvi-c
 
its -rine n anagemen on the- operation of the program. Presently,

there are two empLoyees in rhe Cr-d it Section aL the nationtL
 
office, and one credLt speci a _i.sL as; igned tCo ech of the
 
nlnu regional off ees.
 

In July 1971, AMD ipproved a Ministry proposal to use
 
,}37',,411 from Fund ref ows t:,,paichase equipment 
and to cont:ract
 
28 employees for 18 months ior t:he Credit Section. Ten of these
 
employees were assigned tJ, the nationa l office and the oLher 
eighteen to the nine regional. offices as credit specialists.
The strengthening of the Credit Section should greatly assist 
the Department Manager of Promotion to improve the planning and 
control of the program within the Department. 

The credit specialists assigned to the regional offices
 
are under the supervision of the regional managers (Zone Directors).
 
To strengthen the control which the Department Manager of Promotion
 
can exercise over the program, the Ministry plans to 
place these
 
credit specialists under the direct supervision of the manager

of the Credit Section at the national office.
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in 1964 the Bank established a Trust Fund Office to oversee the man
agement of its trust funds, 
 of which the AID Supervised Credit Fund
 
comprises 
about 56 percent. This office has ten employees all of 
whom work at the national office. The administrator of this office 
(Trust Fund Administrator) reports to the Assistant General Manager
of the Bank and, with respect to the program, has considerable 
functional authority over the managers of the regional and local offices. 
The principal duties of tir' ''ruist P'tind Administrator with respect 
to this program arc, to: (1) serv, without vote, as the Secretary of 
the Trust Fund Council; (2) notify the credit committee and the Bank's 
regional and local offices of the policies and procedures established 
by the Council; (3) maintain suibsidiary accounting records for the 
transactions of the Fund; (4) prepare accounting and statistical report. 
on the operation of the program; (5) monitor the performance of the 
program duties assigned to the nanagers of the reilional and local 
offices. 
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2. Crop and Farm Infrastructure Loans 

An estimated $1,175,000 will be used in the Serra forregular agricultural credit following the normal lending
procedures as set forth in the supervised credit manual andnow followed by the Fund. 
Farm plans will be prepared for
potential borrowers with the help of' the extension agents and
only borrowers who have the potential for a vaible farm operation
which will reasonably assure repayment of the loan will be
 
considered.
 

For the Coast, the amount 
initially allocated for repairof on-farm disaster damage, replacement crop loans, and intensification and diversificntion activities will be an estimated$3,000,000. This stun will be an rldditional amount 
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available to the Fund for disbursement through its regular
lending operation. 
Because of the generally larger scale of
agricultural operations in the Coast the applicable loan ceiling
will be $10,000 to individuals rather than $5,000 as established
 
for the Sierra.
 

In addition to 
loans for individual farmers, loans will
also be made to collective groups who are working a consolidated
property for a common purpose. 
This will include cooperative
groups of farmers who have organized and been officially recognized
as a service organization. 
Such agricultural cooperatives have
large tracts of land and are working together and sharing
the income of the activity. Also included in this same general
category are 
the SAIS organizations which are pre-cooperatives
described elsewhere in this paper and irrigation water users'
organizations. 
 It is estimated that up to 
two thirds of the
loan will be used for lending through group organizations.
Each entity will be able 
to borrow on the 
same basis as
individuals under this loan; i.e., 
$5,000 for each recognized
member of the organization if located in the Sierra and $10,000
if on tIe Coast. Any loan applications totaling more than
$100,000 to any organization will have to be submitted to
A.I.D. for prior approval. The 
same criteria regarding crop
and livestock production will. be followed as 
that outlined
for individual borrowers.
 

B. Operating Procedures
 

The sub-loans under this loan bewill supervised creditin the usual sense of the word. The Ministry of Agricultureeither through onits resource,; ,)r those provided by CRYR;Awill make availablie suffici,2nt- trained agricultura.l Lechnicianto develop farm plans and supervi;c the loan; granted to thesub-borrowers. 
 (CRYRZA, as the COP agency for coordinationof reconstruction projects 
in the dis;aster area,
technicians working under 
can fund 

other ministries to recns tri,achievetion program objectives). In thi.s sonse "supervise" meansa sufficient number of farm visits assureto the farm plan isbeing followed. In the case of ,,rop production loans, thesub-borrower should be visited when the soil s being prepared,the crop planted, during the growing season, andharvest time. 
 Tn the casp -)f livestock loans, the 
at 

supervisionshould include supervision of the ilanting of foragethe construction of animal, housing 
crops, and

and feed storage facilitiesbefore disbursement for the purchase of the animals i.s authorized. 

The sub-loans will be approved in accord with the Supervised Credit Manual applying the eligibility criteria indicated in
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Sectim C llow. The approvalof farmers, cooperatives, or precooperatives to receive sub-loans is made by the local credit com
mittees. A farm plan must be developed by the appropriate techni
cian in cooperation with the farmer for each selected agricultural

enterprise. 
 This plan projects production costs, yields, and antici
pated income. An investment schedule specifying the amount and 
timing of each item of goods and services required is submitted. 
The farm plan is included as part of the sub-loan contract and is the
basis for disbursement of funds or provision of goods and services 
to the farmer or cooperative group by the executing agencies. Prior 
to approval, the applicant's previous credit experience is checked 
through the Bank. 

Once the loan application and farm plan have been approved
by 	the Local Committee,the sub-loan contract is forwarded tu the
 
corresponding brnnch office of the 
 Bank which opens an account for
the borrower. In most cases, sub-loan disbursements are made as 
supplierscredits to the farmer. Items are directly obtained by the

farmer, cooperativv or cooperative 
group from the suppliersbased
 
upon the time schedule specified 
in the contract. Upon presentation

of necessary documentation, the 
 Bank branch reimburses the supplier.
Chart I indicates the operational responsibilities within the Super
vised Agricultural Credit Fund. 

C. Super-tised Trust Fund 

1. Eliaibility of sub-borrowers 

As noted , the Fund may be used to make loans to indi
viduals, cooperatives, or pro-cooperative organizations. The Trust 
Fund Manual specifies criteria for borrower selection. For example,
to be eligible for a supervised credit loan individual borrowers must: 

a) 	 P'o. ..s Iht. 'liiracter, ability, and atgricultural ex
lperiencEne'c(ssakry to carry out th 1)roix):!;d farm
ing Ope r.1tin ; 

h) D)ireclly wrk (he land; 
c ) 1e l-ga lIly compe-tnt to incur debt; 
d) lit of sti lh gt (generally less than sixty) and phys

ical condition to enable him to carry on the work; 
e) Verify possession of the land; 
f) Work not more than 30 hectares of permanently irri

gated land, 60 hectares of land with occasional irri
gation, 90 hectares of unirrigated land, or 450 hec
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rares of natural pasture. 
g) Be unable to obt-ain sufficient credit from other sources
 

to meet his needs at reasonable rates and terms; and

h) Accept technical assistance, orientation, and super

vision of the Ministry.
 

Additional requirements are specified for loans to coopera
tive and pre-cooperative organizations (see Annex V, Exhibit 3).
 

2. 	Types of Subloans
 

Fligible projects include:
 

a) 	Procurerrent of fertilizers, insecticides, fungicides,
 
seeds and seedlings;


b) 	 Procurement of cattle, pigs, goats, poultry, feed, 
vaccine and medicine, and other veterinary supplies;


c) 	Procurement. of farm machinery and equipment or
 
payment of rental services for such;


d) 
Procurement of materials for construction and
 
repair of farm buildings and installations. (fences 
storage facilities, etc.).
 

e) Payments for costs of soil Improvement, repair 
 of
 
on-farm irrigation systems (drainage ditches, canal-,
 
dikes, division terraces and wells), and land preparations (land leveling and erosion control).


f) 	 Payments for work performed by farmer on land. 

Activities which are ineligible under the 	provisions of IT..Fund include loans for the purchase or lease of land, the refinancing

of debts Lo third parties, paymenl. of interest, the purchase of
vll(.les and Iractors for individual farmers, and construction of
 
social ce ntrs or offices for cooperatives or SAIS. The financing

of crops in world sur'plus (coffee, cocoa, cot.ton , sugar, etc.) is
 
also excludd. 

3. 	 Interest raes 

On crop loans to individual farmers, interest rates
will be 7% on 
amounts up to S/.O0,000.00 and 9% on amounts between
 
S/.100,000.00 and S/.200,O00.O0.* 
For the financing of buildings,

machinery, irrigat.ion works, etc. the following schedule applies:
 

up to S/. 50,000.00 7%
 
S/. 50,000.01 to 100,000.00 9% 

100,000.01 to 150,000.00 10% 
150,000.01 and above 12%
 

* $1.00 equals 43.38 soles 

http:150,000.01
http:150,000.00
http:100,000.01
http:100,000.00
http:50,000.01
http:50,000.00
http:S/.200,O00.O0
http:S/.100,000.00
http:S/.O0,000.00
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These interest rates reflect the policy of the Fund to subsidize to a greater extent the smaller farmers. Interest rates on
loans to cooperatives and organizations are normally 7%. 
 This is consistent
with the present operation of the Fund in Promoting cooperatives.
It is assumed that at these concessional rates, even those farmers
subject to the higher rates will borrow as much money as
and only in marginal they need,
cases will the higher interest rate for larger
borrowdngs affect a decisionmaker. 
The GOP has established a 6% rate
for all subloans made prior to September 30, 1972, to flood disaster
victims for the repair of the damagd and destroyed irrigation systems.
This determInation was made as a necessary device to sustain the local
 economy.
 

4. Sub-loan limits 
Under present

conmmittees Trust Fund regulations, the local credit.may approve individual loans of upimately $5, to S/200, 000 (approx000) and loans to cooperatives of the same amount peractive member. In certain cases (i. e., for consecutiveindividuals sowings)may receive an add-on subloan but only with the approvalof the Regional Credit Committees. The total amount outstandingmay not exceed S400, 000 (approximately $10, 000) in such cases.For the portion of the loan allocated for th,. Coast, the above reguliitions will remain in effect. However, fcr loansmaximurn to the Sierra theinitially will be S'200, 000. The differing farm characturi;tic Sin the two regions warrant the two distinct limits,the Coast there is an ongoing credit program which 
and in addition, (In
 
adheres
existing maximunis; in to thethe Sierra the programis onl y 

is nio re experimiontal .'nd telimitedlexperience with farmers in this region; it isexpected notthat any will require loans over the $:,, 00(0 ceiling. Shouldit appe.ar as the programn evolves in the Sierra that there ii ,;uchdemand and that program performance warrants largv.r loans,
will Consider raising the 
AiD
 

maxilin urn limit. 

5. telationship beove'n Short aindl-ong-'tr Credits 
Inde- AID l.oan 0?47 a proportion ofloans to 30 ,V long-ter:;70% shCnt-tvrni loan.; wa:i established. Thi. ratiodifficult to has b,-ciimaintain, and witi th,. inpact of nat:ral disaster, hl-Isnlot been adhered to. While tIi edi,-ationAl function ofcredit will supervisedlalwaiys depe nd on short-termo production credit,
lizer, pesticide,:; i.e. fe rtiand seeds, which serv. as the instrument for ini triloing the farmer in the iinprov,,nent of his production, thecredit needs small far11ti*?.5ar'e not in this proportion and in fact his actual requirement for livestock, sheds, pasture improvement,land irrigation repair,leveling, and machinery, may be such as to require considerably 
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greater amounts of long-term financing. In working up a reasoned
 
investment plan, the extension agent should have the option of includ
ing an appropriate amount of long-term credit. AID and the GOP
 
intend to reevaluate the elements that go into such a proportion and 
devise a flexible formula to allow the Fund to make balanced responses 
to the farmer's needs. 

D. AgMin and Bank Administration 

1. AgMin 

The GOP has been fully cognizant of the need to improve
the operation of the Fund and has taken several steps sincc AID Loan 
047 was approved to upgrade its performance. For the purposes 
of the Fund, the sp!intered groups of the AgMin (SIPA, ONRA) have 
largely been roplaced by the I)irccci6n General de Promoci6n Agraria; 
vastly simplifying the operation of the Fund. For the last five years 
the North Carolina State University Evaluation Team has worked direct
ly with the Bank and .he AgMin in analyzing the operations of the Fund, 
simplifying the loan iipplication submitted by the sub-borrower, devel
oping a Supervised Agricultural Credit Manual which provides shape 
and structure to all credit approval activities, and creating credit 
courses to better prepare Ministry personnel for various credit and 
credit related functions. The Ministry has now institutionalized 
this series of special training courses for agricultural credit person
nel. The courses are conducted by the Centro Nacional de Capacita
ci6n c lnvostigaci6n para la Reforma Agraria (CENCIRA) and include 
training in all phases the credit process andof (farm plan analysis 
preparation, loan execution, supervision, and control). In 1971 four 
coure ses and two sen i inars wrt-c conducted. Over 22.5 Ministry ex
tension and hI;ank credit agents participated. CENCIRA will give 
over 20 courses in 197?- which will provide training for overi 800 part
icipants. 

In addition, the, GOPIhas decided to utilize, sonie of the 
t\vo-step money froin certain AID loans to staff, anong other things, 
a ]iermonent Credit Evaluation Office for continuous study and assess
nent of Rind performance. At least 9 new employees with degrees 

in Agronomy will be rec ruitecd to add to working professionals al
ready engaged in such activities at the national level. 

Previous evaluations of the Fund's organization have re
vealed a disunity and division of r,:sponsibility between the Bank and 
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the AgMin with respect to Fund management and collection opera
tions. In response to this finding, 
 the Fund has recently begun toimplement a new approach to th problem of collection responsibility.
According to AgMin officials, the Fund is now clearly under the
control of the AgMin and the Bank serves only as a depositary and
collector. Bank collection responsibilities include receipt of regular
payments and field collection procedures when a sub-borrower fails 
to make payment. The Direcci6n de Promoci6n (AgMin) has recog
nized its obligation to assure repayment, although the Bank still re
ceives the cash payments. The performance of AgMin 
extension
agents will be judged to a substantial degree by the performance record(including loan repayment) of their client farmers. Under the new regulations, all rnermbers of the Local Committee (composed of 2 AgMin
people and a Blank representative) are collectively charged with the
success or failure of the Fund 
 in any locality. Each region in the program (there are 3 regions in the Disaster Zone) will have a team ofcredit supervisors who will travel from one locality to the next to review and advise hocal Credit Committces on the selection procedures.
p:erwa ation of the loan application (economic and repaynment plans),

and assure that dishutr em.ent and recuperation schedules art: bein,,
 
adhe!red to.
 

In addition, uther suggestions are being considered to improv,.
the operations of the Fund. Currently, tho extension agent helps the
borrower prepare a plan, and presents it to the three man coliimitt,
of which the extension agent is a mnember. One proposed change would
include a review of the ope-rating plan of the sub-borrower by another
 
person not responsible for its preparation. While the evaliuation to h,

undertaken by 
 the Fund may indicate a need fur further consolidatiut. u!
authority, the delineation of responsibility and incrroased 
control di:L
cussed above should 1tLe1v .ublun repayment record. The (;()!'
will covenant to irziplelflent ;tddti)ila recomm,1endrations whlich result
 
fron the evaluation.
 

Z. AiLIicthr;Iitl ,.oprLnu.ntelc Hank 

T] e,' sp nsili itie o f th,. ank are:I 

I, To organi;,, anti 'xecute the credit opeWrations of the Fund as well a n to ,.ffect the econmltic control and accounting related to the 
loans; 

2. To make loan advances on the dates established by the loan 
contract; 

3. To collaborate in determining harvest dates and yield
estimates as established by the Fund; 

http:oprLnu.nt
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4. To make collections on the loans, using the procedures 
permitted by its Charter and Statutes; and 

5. To provide financial reports to AID as outlined in the
 
loan agreement.
 

Sub-borrower accounts are kept in the branch offices of
 
the Bank. Each quarter the accounting division of the branch makes
 
a list of overdue loans, 
 whether under or over 90 days outstanding,

and gives the list to the 
Bank inspectors charged with collection.
 
The inspectors 
use this list to determine which sub-borrowers should 
be visited. The inspector is not only charged with giving written 
notice to the sub-borrower of the delinquency, but reviewing with him
 
the causes 
for the delay. If the reasons seem valid, the inspector

develops a new 
schedule of payments, which might include stretching
 
out the principal payments, a moratorium on payments, or the like.
 
This is submitted to the Local Committee for its approval. some
In 

cases 
the inspector determines that the causes for delinquency are 
unjustified and require "intervention" by the Bank. "Intervention" 
in this context means watching the crop of the delinquent farmer
 
and seizing the 
crop upon ha rvest in order that the proceeds may be
 
uised to repay 
 the debt. This is a rarely used instrument because of
 
the kind of sub-borrowers with whom the program works, and the
 
pressure from the GOP to adopt a lenient policy toward them. The
 
farvnier is, however, denied future access to credit, lendand other 

ing institutions are advised of the nonpayment.
 

The Bank intends to incrcase its staff at F-uaraz to handle 
the increased lending activity projected for the Callej6n de Hcuaylas. 
A new bank agency will also be created at Pomabamlba in the eastern 
part of the Callej6n. Suibloans for the disastercoa-tal area however
will be prima rily funne-led thr-ough the two existing branch offices 
of the Bank thein ai'ea, on( in Illtacho, the other in Trujillo. IItvacho 
ha s only r.ccvntly e en staffed up to the level of a branch bank (February
1071) but has a;trvady doit, $1. ()million worth of new loan approvals 
foi. the l'utl. Tlhtijillo is a senior branch historically handling 
abo .. of the busint- s,20',% tiwd and has participated in the Fund sincv 
its inception. 

3. Collection 

AID Loan 047 stipulates that the GOP will replenish the 
Fund annually in the amount of the accounts determined uncollectible 
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as of March 31st. In the last three years the amounts declared
uncollectible have been as follows. 

Amount
 
Loan Capital 
 Interest 
 Total 
1969 
 $203, 000 
 $35, 000 
 $238, 000
 
1970 $161, 000 
 $28, 000 
 $189, 000
 
1971 
 $267, 000 
 $47, 000 
 $314, 000
 

These figures compare to afor subloans during the 
total of $45, 000, 000 disbursed 

seven years of Fund operations. The indicatedpercentage of' 1.;e%losses through bad debt, anratio in a high 
would be entirely acccptr-.':risk proran such as this. On the other hand, thepercentage of loans outstanding p'st due over 90 days is as follows: 

Total Amount Loans P.ist DueSub-Projgran_ -usandin_ more than 0 days % 
527-L-047 (AID) " 
 00 .. -
85-SF/PF (BID) $ 3,492, 000 $1, 376, 000 3. ..
 
96-SF/PE (BID) $ 895, 000 
 $ 82, 000 9.2
 

Source - Monthly report of I3ank.
 

IFor a 
compa rative b rcakdown by region on outstanding
loans, see V,Annex Fxhibit 2).
 

If the purpose 
of the (,0P contribution is strictly a defciseagainst dcapitalization, as long as all subloans which have no likelihood of repaym,.nt are wrilten-off, this purpose is served. Thecrucial determinant is th. labeling of a loan "uncollectible". Whileref'erence is made in the. Credit NIintial to time limits related to 

Sinc 1969 the (;()I has deptosited over 15, 000, 000 soles (about$3-0, 000) to re)lace the aforesaid uncollectibles. The additionalamounts remaining from, CY 1970 and the full amount of uncollectibles for CY 1971 will be deposited into the SACF prior to any dis
bursements under the loan. 

http:repaym,.nt
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agricultural campaigns (5 campaigns being the maximum, about2 1/2 years) this has not been uniformly applied, and in any casethe basis for declaring a loan uncollectible is the evaluation of theLocal Regional Committees against specified criteria. Thesecriteria include: (a) abandonment of property; (b) loss of cropsthrough natural disaster; (c) eviction of the sub-borrower fromhis tenancy and (d) death of the sub-borrower. Heretofore thesecommittees would avoid calling a loan uncollectible since it wouldreflect badly on their performance. With the sharpening of theuncollectible definition , probably to include 
a fixed time limitation without exception, and the creation of the credit specialists,outsiders who will evaluate 
a local subloan portfolio, such practiceswill be curtailed and a mort 

determined 
accurate amount for GOP contributionthan under present groundrules.

of uncollectibles will probably have to 
In addition, the definition 

be broadened to encompasssub-borrowers who do not fall within the above criteria for uncollectibles but whose current and prospective income is so marginal
that there is no reasonable probability of repayment.
 

On the other hand. if the purpose oftions such GOP contribuis to serve as a lever against the fund administration, 
 to pressthe GOP to assert pressure on the AgMin and Bank to improve collection performanc(e, the definition used for assessing GOP contributions should be widened to include that port-.on of subloans OUtStandii(,for over 90 days which are caustd by nonpayment without justification. Clearly some 
 of the subloans due over a liquidity crisis for 
90 days are caused bythe farmer or other legitimate reason which:
should not be considered 
poor collection. While the refinement of
the definition is, undler any circumstance s, essential for an impro-cf]understanding of the status of the SACF and its performance,Project Committee feels that using 

the 
the amount the GOPbute exert must cont] ito pressure againsf the ADI3 is too imperfect an instrumt-.ritto achieve the nectessary results. However, the GOP and AID willdiscuss and n e(,otiate a clarificattion 

GOP 
of what shall be included, alld llhcon tr i bution in CY 197. will be. based on the new terins. In thnit-antim e, the Fund has adopt(ld, not only for AID funds but for theentire T'usIt PuFt M Ii .), the following targets for the reduction

of aniounts overduei by onrt, than )0 days. 

I ) To ui: by January 1973
 
2) To 12'!(, by June 1973
 
31 To 10% by January 1974
 

http:port-.on
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While we believe these targets may be optimistic, we 
consider them a positive indication of the change of policy by the 
Fund to adopt a production orientation for the Fund, put the Fund 
on a solid financial footing by reducing the outstanding portfolio, and 
set stringent goals for the operating entities in this regard. 

Furthermore, the GOP is in the process of evaluating 
requests by farrnrrs to write-off debts due to earthquake-related 
farm failure, and the Fund is internally reviewing its portfolio to 
determine whether other loans should also be written off. Sub-loans 
to borrowers whose land was completely destroyed will be entirely 
written-off, while those with damaged but still usable land, will be 
relieved of past and future interest payments. The number of 1971 
uncollectibles declared may increase from 13. 8 million soles to 
24. 0 million, thus increasing the GOP's recapitalization require
ment and at the same time reducing amounts in arrears.
 

It should be nou'ed, however, that the oroblem of loan 
arrears is not only a collection problem, but also a product of both 
the farming cycle and the subsistence level of the farmer with whom 
the F'und is dealing. The number of loans moade by the Fund and thf, 
amotunt of money disbtirsed varies throughout the year, increasing 
as money is lent for the planting season and decreasing at the tinl, 
lt p rod uction lu;ins are repaii. Seasonal fluctuation also bears on 

the repay nint pattern of far mers, who are least able to pay just 
prior tt harv'i and most able to pay after receiving paynent for 
their crops. 

finally, the earthquake itself caused a significant increase 
in loan arrears. Annex V M IiLlighligh the increase in defaults on 
short-tern crop loans as an afte rmath of the quake. 

4. Conmmission Fees 

tinder general Fund operating procedures, the Bank re
ceives an annual commis sion of 6 1/47, of outstanding balance on 
all sub-loans, to cover its administrative and collection costs. Al
though the c'()01niission is calculated on the basis of the total out
standing balaies, the Bank receives its service charge only upon 
collection otf sub-loan interest. Hence, the Bank has some incentive. 
to press for timely c)llectio .:;. For tit $780, 000 allocat, d to agri
cu ltural credit dtring the earthquake grant program11 of 1970, the 



- 30 -

Bank, because of the nature of assistance to the disaster area
 
accepted an annual fiduciary fee of 37. of outstanding balance.
 
The Ministry and Bank have agreed to continue the 37. charge for
 
the proposed loan. 
While the Bank does not have accurate
 
administrative cost data per loan, the Bank considers the 3%
 
to fall substantially short of covering costs, especially on
 
small loans to individual farmers.
 

The Trust Fund Council intends to review the relationship
 
between Bank activities and commission charges for the entire
 
supervised credit program. With the addition of the credit
 
specialists to the Lima office, a thorough evaluation will be
 
possible. Part of the overall evaluation will include a study of
 
Bank handling costs vis-a-vis commissions, to provide a basis
 
for reducing administrative costs and/or renegotiation of fees
 
as indicated.
 

E. Life of Fund and Future Disposition
 

1. Utilization of Repayments
 

Repayments on subloans will form part of the corpus of
 
the Supervised Agricultural Trust Fund available for relending
 
in any area under the Fund's existing jurisdiction. This
 
approach is consistent with the present ongoing operation of
 
Fund, our policy on utilization of repayments generated from
 
sub-loans under the AID Grant Agreement, and long-term AID and
 
GOP objectives in upgrading the Fund.
 

Consideration was given to requiring first repayments

be used strictly in the disaster area, and thence to the
 
general Fund, but direct reflow into 
the Fund was preferred
 
because it would: (a) support long-term AID objectives in
 
improving utilization of the Fund's cash flow, (b) avoid reopenin,
 
issues of funding levels fixed without regard to need or efficient
 
utilization, and (c) avoid additional administrative complication
 
in the operation of the Fund.
 

It was decided, however, that a covenant requiring the
 
Fund to provide at least as much money as obtained by reflows
 
from the new $5.0 million in the first three years after the first dfl*iv 
ment will accomplish the purpose of fund resource allocation
 
without complicating Fund machinery.
 

2. GOP Contributions Against Decapitalization
 

Under the existing Supervised Agricultural Credit Loan
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527-L-047 the GOP is required to replenish the Fund by the amount 

determined as uncollectible in the preceding year. This requirement 
shall be incorporated as to this new $5.0 million loan and, in addition, 
further steps will be taken to clarify the GOP obligation. For 
The GOP will make a contribution equivalent to the amount of 
outstanding uncollectibles due as of Ma.rcn 31 1972 using present 
groundrules for defining uncollectibles for the existing Fund. During 
the course of 1972 the Bank in conjunction with AID, will develop a 
definition of uncoliectibles which shall fairly reflectthe intended pur
pose of the GOP contribution, i.e., general protection against deca
pitalization of the Fund. Subloans falling within the definition shall 
be written-off from the Fund. The Bank shall furnish the Ministry 
and AID with a break-down of its accounts into categories reflecting 
causes for non-payment whether it be crop failure, natural disaster 
or whatever, to allow effective evaluation of its collection perforinanC:e. 

P. Technical Assistance 

inder present procedi res the responsibility for submitting 
luan apj livation', to the Iocal Credit Comnmunities (there are 62 
local credit con imittees and ',regional committees) vests with 1be 
'extensioniistas ,grrcolas' or extension agents. These exter sion agt.ylt:: 
are chiarged with the responsibility of assisting the credit applicant 
in the preparation of an investment plan. This plan includes annual 
costs and anticipated income and an investment schedule specifying 
tho a moo: t of each item of goods and services required and the mut0 
in vi:1 it will bc needed. lhe farin plan is iiicluded as part of the 
su)-ui:, contract and is thc hasi; for disbursement of ftuds or pro-
Vi.S1, '11 goods and servicts to the farnier or community. 

\Mlanv of the ;e extensio, /t8 art- graduates,ents with degree.' 
in . r J, oly and have :m1any years o f uxperience in supervised credit 
activities. A:,si-,tirl by ',ectoista.-i 'or agricultural technicians ,,ho 
have Ihe c.tliv.ticit l -1ye,:r-; vocational training at the high school 
level, they ( v.r tbe whol. L,4.i t w' technical assistance activiti,,s 

s>,, iitd with tI .otpcrvised agiictiltura! credit program. Loan.s
 
f,r,.r p, ! I .ntit ie:; h1)r -d c r ex po si r Iin per:;onni
1,1" rIIiI: a low by Ag 

t.)handil tduc.ltioll.l priJ.rento: - more efficiently and advise a greater 
lll ,r ol tarlilwe':i h ,v )e!te to "iea with the market both in th, 
,,,ct~lla;() l fli'm inpuls and in the selling of farm products. The 

A g vin h,; ,igreed to submit an operational plan to assure satisfactory 
technical support for the project. Presently the AgMin has about 
350 technicians in the area working in irrigation, land reform, crop 
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While the GOP will outline its staffingdevelopment, and credit. 
requirements in the disaster zone in the Operational. Plan, they 

will probably need about 35 more agricultural technicians to ade

quately supervise the 3, 500 families expected to be reached by 

These estimates are based on the assumption that anthe loan. 
experienced supervisor can'handle approximately 50 individual 

families or 100 families organized in groups. The AgMin is expected 
and experienced technicians toto provide a sufficient mix of new 

adequate coverage. The possibility exists that additionalassure 
and placed under the directionpersonnel will be finded by CRYRZA 

of the AgMin to assure rapid disbursement and proper supervision 
While this will be furtherof the loan funds in the disaster zone. 

CRYRZA has expressed interestdeveloped in the operation plan, 


in funding some 100 additional technicians at all levels.
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extremely difficolt to judge its magnitude if for no other reason than
that there are so many other changes occurring in Peru at this time,
thereby obscuring the effects of any one variable.
 

The effects on migration are a little clearer. 
The major migration flows in Peru (and within the disaster area) are
areas to from the rural
the urban centers, from the Sierra to 
the coastal cities, and
from these coastal cities to Lima-Callao. This loan willeffect, other have thethings being equal, of tlowing these movements. 

Since 
the loan is directed toward the rural sectors of both
the Sierra 
 and the coast, it: will 
tend to hold people on
increasing employment the farm byand incomes there. In addition, itcounter the will tend tomovement to the coaslat cities fromLima-Callao the Sierra and on toby increasing job opportunities
the Sierra region arnd 

and standards living inin the disaster area in 
of 

general. TheseFlows migrationwill not be reversed by lhi; program since1oo small thc- program is simplyrelative to the number of people migrating,migrate and many peoplefor other than employmerit: and income reasons,junction w1th however, in conother Peruvian (Government programs with thesome influence same )Urposemay begin to be exerted overworsening overcrowded these flows. The const int.lyconditions in the Lima-Callao area have veryserious social/political implications for the country,and the GOP iz.
much concerned 
 to stop this mipration. This loan will help. 



____ 

A. Rinanc al Pan.Us and Source o- Eund 

G0 

Co6a's C V .0000 
Siera 2~d~ 000 

Techinica 1Assistance6 ) 
0O-'I~eRcap1.t alIzi on, f SAC 90,0 00
 

4 5 OI'60#000" - ____!___ 

GOP C' t- 'i 

TGOP nibu~~~ ~4s already~ 
.4-....Th r~dyp~ovdig-0Pi4s mass ive supotfor; its aicu 

t r~~"**' he GO has u'lfilled ts_-£inancia b4.a
t'ons und er"prior"ilan, agreements, supporting teFn i, ie 

contr o o a.lling - J5 millot wo,-,s tep~iam''t~ 4te 1 Seeag-(527--02) Cao Pat6fundsn Pf c52 2aiLinria,1Watr '-L : 

two s tepPcontib tjon' t aIIi app roxima, ely $' loans,' ai.
 
"over 550.0 niillion"so 
e)44-by 1981.4 The 'GOP has 6bud~~iamately1880,.mill'j6 etxd46~fisjie'.r


th h'mi dext farmers.5 in 
ths~tjt~ moin6'ey. wi b6 disburse'd" ~hrho aaco 

utilizing~ theSiu~sd'~cl~ri- Crd atcc tsulohs'i 4 ," ~~ P&~n system,~but aho± 
P6" ~andsf.for other crops,' .s wellab 

for regular Fund aciicies." .K~"4 

yearlyfixed 'contiibitions to the 4Fund, sin-ce 1969' 0h"Gp
deposited over4 15,0000O0 ~oles~(a'prxi fta e'1,3 

has. 
,itoh' 

Funad, This amuttacsre~o4'gif~1 cp'~i 4 et~" 
fund-orlo'sses 4resul'tn'gfrom subloan write "offs., T7he! amount 4 

44 required to cover full .. eaiaiain and-;t6 pecs Idf'i o,
of an uncllectil6Lha bee iscussiondhsbjc between
 

4 " ,AID 4andtheGOP' d~sdiscse elehere'i thBae 
curren AID~assessmnent, !howevr' , at 4the rate- of exhage '3
soles to the&doll 4.4' mion_ soles ,:'Aboutie i 
due for collectiblesa sc iif1 9 a-1d r,'A
 

.i' <~Ma 1972'an eStimate 38m Lonals b000
'4 

4 4Reenty 4 the"-~fund has reev om Q2,000 
 8
 
recuperations on, ousaccounts- preyVbf6 tqn aol a nc
 
Therefore, t h e.net amowunt, LaNTa ing ap a 
 e , 

Wi1-
forJsu6ch1 

b e 
,
heGkcnib 
indfals",p1Is u cal. eC es a c 

'' 

a
t"on aga' a a
 



dibremen is made undr the new loan nthcoreogYr '2 I 
e OPU d ie ncoblect~~s to Lefec Mo acura eyE

decpialiatonan hs ha~be the basis for assessing fultu eye
contrib tions. 

Ghe(w i'l~lbe,required ~to Idqatl a h isse 

area he .fr ewAloaWn adprovide. suficient logis, ica'lsuo 
~iile this wI in ,the GOP opera A Rolpln,iI be ' clarifie 
epeted-that -an additional ,35, aie iculual -ecni:cians of aU. es

will !berequired andwl cost" Ab *28*0,j'"00 'i"ng t ozyers 
J1of .ioan''disbtlwsemner. 

C.GOP's bionetarj' 4 Poilicy 'and Bala'nce-of 'Paynns Position 
~ PrU' plicy4 is, one, of, poing~hrrnt~'eonmi moderate 

St~iulus IoEeeooy through its monetary -and f isca poicies "without~genieating .excissA'"fltoaprsues, whila 'thesm iuAi 
duc ing cs i~era bl'e s ruc'tural chane in the ecnm so as o imz 
emp o m nf ortinities arid to more~ equ6ail'y distriteAcm To'tiand the'GOP- has plania aiassive'pjuli-c" investment'porm'otte'W7V 
next, five,yearswhhl r e corsiderable' push to the'economy. K 

balance of payments showed a large?~surplusinJ7
($320 million) and a mdrt.dfcti191(7 lionwith trade ' balance surpiue of 
 th-iiie 
two years. At, the eund'of-19 11,ePru s~net. international reserves'tda 
approximatel' $345 inillion,r 45% ofl7 ii~pots 

Assuming Peru fulfills it ainlDveomn ln for 92 

Recogniiziuig the magnitudeV of the1problern, the GOP has, 'requested, assistanc'e 
f rom Core gn governments and~forin rvt ak The U@. privateK
bank.,; wi'th: loans' outstaniding 16o Petru h;a've' agreed 0t a res~,heua 
1arge percen agerbo the',ins ond hv ' a ted btn a~e .on~t,
Per. BAtk the~ecen oirat v m tng on eN nijtatedbytiPeorud.Bak7At~tvh6' official.,; wpLr'omi' e d s6 b 'Ch 1 e 
rot-pr~je'cto be !crre ot ,W~ithe framework o he Maional- velop

~meitii~aWh ~ ~ i~i1V~abia~yforthcom gjs 
tio covermost :of Peru's nee~ds over the period, V t e 1e sevjye v 

t tbe t4 is fiaQ n renrhe c'ountry. -To ti 
t~eJm-gni--d rq rd Peru w lLprobabl, ,fals o L 

~ ~ goals, 'wl't~h corresponding reductlo n 1 0
4~~~' loss ' 



- 39 

Peru's debt service payments will approach 20% of annual
exports for the years 1972 through 1974, after which they should fall
to less than 15% of exports. 
The current GOP has refrained from acquiring additional short term foreign debt, and is making a serious effort
 
to plan its debt structure for coming years.
 



- 40 -

Vii IMPLEMENTATION PLAN
 

The planned schedule for project implementation is as follows:
 

Authorization (A) May, 1972
 

Loan Agreement signed and basic A + 3 months 
Implementation Letter issued 

Conditions precedent to first A + b months 
disbursement satisfied 

First disbursement made A + 5 months 

A + 30 monthsLoans fully disbursed 

Funds are planned to he disbursed as follows: 

1st Year 2nd Year
 

Coast $ 1,50 0,000 $ 1, 506, 000 

Sierra 750,000 1,25),000
 

$, 0+ $;,50,000 05,o0o,000 

I)isbursement Procedures 

Disbursement will he mado by All) to the Trust Fund on a 
reimbursement hanis for the local currency requirements of the project. 
Any offishor* i K-rw:s will he -i,, ject to nrmnal GOP and AID p'. remertt 
regtIu.atkns ai d :()tid b~e mad<: i.r, AID C,,d- 9A] cour.tr es. 'ruch '. qir 'e rtr 
will be th .-ubject of -r- TIplemetotion l[etter. 

Reportn 

The executing agencie. are fully familiar with AI proredurrr.. 
and requirements in loan implementation. Presently, the following ,;tat!~;
tical information is submitted for monitoring purposes: (1) a mon' hI' 
Bank report on the financial status of the program; (2) a quarterly V,.i, 
report of loans in arrears; and (3) a monthly AgMin report on the nurber 
of visits by its extension agents and an analysis of subloan applications 
received and approved by the regional and local credit comlnittres. 

The Mission is euriv , lv evaluating the adequacy of the complete 
Trust lund conlrol sysi ciii, and will soon present its recomendations to 
Ilte AgMin and th,' Bank. 



Mtorlrn
 

'Whe mo~iitorlg rus]uiugvib:ijity
Wi.l be assigned to a Project Mtnpwtr arid 

oI' 
to 
the AID Mission to Peru 

a Loan Officer by the
Mission Director.
 

The Project Manager will normally be selected from the
Agriculture Division of the Mission and will maintain close contact
with appropriate officials of the Ministry of Agriculture and the
Agricultural Developnent Bank. 
le will represent AID in all meetings
of the Supervised Agricultural Credit Trust Fund Council and willensure that AID's viewpoint in adequately presented in all matters
relating to the loan. 

The designated Loan Off'icer will ensure that all requirements in the loan 
agreement :id in implementation letters are 
co pletely ful filled. 
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Realistically speaking, while we can hope for some~improvement
over t*.iie, we cannot expect major performance improvements~in'!thelshort 
-term. Our objective with this loan-in-to provide, as rapjdly as possibl~ei 

''~ 

funds to small and medliu-sized farmers inthe disaster area for whom 
.' 

other alternative credit is not available; a&, there'isi no teasibler 
alternative would not entail even -higherrisks, asld 1088 -of. time-*-which 


liness.' As the 'paper indicates, the GOP. and-itsgen'cies~ have ahow~ 
considerable interest and willingness Ito improve the-tec1nical' performance
of the Fund and to make contributions to maintain~the c'apital'of-the Fund, 4but lean capability in reducing the ousadigo d6prflo. ,For the 

-administrators and ngents of the Fuind the' concept of ~ 'firm 'oUl tiqnofi;'~ 
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uncollectibles, and the hew definition will probably include a fixed time
 
limitation, without exception, for short and long term outstanding and
 
overdue subloans, thereby increasing the amount of GOP contribution.
 

Accordingly, conditions and covenants for the loan agreement
 
have been developed which are designed to protect the Fund from losses
 
due to excessive rates of uncollectable loans. These will also hope
fully serve to focus increased GOP interest on this problem. (See page 45). 



- )tit. 

Part IX - Environment 

The possible effect of this loan upon the environment
has been carefully considered. 
Based on this consideration,

which took into account the fact that the loan proposes toassist 3,500 small farm families to restore to cultivation andimprove their land, the conclusion was reached that the overalleffect of the loan, by present standards, would be beneficial 
to the environment.
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Annex I 

3. 	 FAA § 620 (e) (1). If assistance Page 4 of 17 
is to a government, has it In 1968 the GOP expropriated the holdings of IPC, 
(including government agencies a company beneficially owned by U. S. citizens. It 
or subdivisions) taken any has been provisionally determined that appropriate 
action which has the effeot of steps to discharge its obligations have been taken 
nationaZlizing, expropriating, by the GOP, within the meaning of the statute. 
or otherwise seizing ownership 
or control of property of U.S. 
citizens or entities beneficially 
owned by them without taking 
steps to discharge its obligations 
toward such citizens or entities? 

4. 	 FAA § 620 (o); Fishernen's 
Protectivc Aut. § 5. If countrj No known seizure during past year. 
has seized, or imposed any penalty 
or sanction against, any U.S. 
fishing vessel on account of itv 
fishing activities in international 
waters, 

a. haz any deduction required ',1 No claim has been made and therefore no deduction 
Fishermen's Protective Act been is required by the Fisherman's Protective Act. 
made? 

b. ';a." co.:mplete denia of As requested by the statute, the Administrator shall 
assiat,:noe been considered by consider the seizure of a U.S. fishing vessel by the 
A.I.D. 	Adninistrator? GOP in determining whether or not to furnish this 

assistance. 

AID 3 -7A 15.661 
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52. 	 FAA § 12(); § 636(C..). Describe 
steps taken to assure that, to the 
maxvrnwn extent possible, the country 
is contributing local currencies to 
meet the cost of contractual and 
other services, and foreign currencies 
owned by the United States are utilized 
to meet the cost of contractual and 

other services. 

53. 	 App. § 104. Will any loan funds be 
used to pay pensions, etc., for 
military personnel? 

54. 	 App. § .106. If loan is for capital 
project, is there prcvision for 

A.I.D. approval of all contractors
 
and contract termys? 

55. 	 App. § 108. Will any loan funds 

be used to pay U.11. assessments? 

56. 	 Ap. § 10.9. Compliance with 
regulations on emp loyment of U.S. 
and local pcrsonnel for funds 
obligated after April 30, 1964 
(A.I.D. Regulation 7). 

57. 	 FAA § 636(i). Well any loan funczj 
be used to finance purchase, ioraq-
tern least,, or exchmncc of motor 
vehicle manufactured outside the 
United States, or any guaranty of 
such a transaction? 

Annex I 
Page 16 of 17 

GOPfs contributing $720, 000 in counterpart
 
local currency to project.
 
No U.S. owned foreign currencie's available.
 

No. 

Loan 	agreement will so specify. 

No.
 

Not applicable. 

No. 

AIO 3-7A IS-661 



ofCIEC/v a~oe 

be 8~ 
Sa ea exoec 

o jdn 

by a 
00 io ? 

606 61'2(d') Dos /ia 

Deen 'made for tsr ?Ze'ase 

* ~ 
61NNA901.bCompliance with 
requiremhent that at leas 50Z 

of the gross tonnapge of, 
conmmodities (computed eeparate-

Sly for dr~y bulkcarriers, dry(
Scargo liners and~tank1ers)7~ 

financed wit fud md 
a vailable: under this, loan shall 
be trans por 'e~don r:piva te ly<<
ownedU -.Sflag comm~iercial. 
vessels to the externttha schK 
velsvessels are aivailable'at fai/ 

Sand. reasonab~le r'ateso 

T* 
0Q Compad,"it 
*Sf1a ipn 

< 

I* 
e t o 

*1 FAA. 481. Has the governm~ent~, Noh 

4~~take adequate steps toprvn 
narcotic~dusan te 
c~Yontrolled~ substances 

fk;iAfned t3Khe- Compreheni o 
* DuAbuse Prevent ona 

Contra'Q1 c otf 1970 a aodc 
o npocessed in-w 1 n 

pao e,:oCr 
anspo 

, 
0 ar ~ -c u t " 

4w t 



AID-DLC/P-1024
 
ANNEX II 
Page 1 of 2 

MEMORANDUM 

April 28, 1972 

TO: Mr. Louis 
Director 

V. Perez 

FROM: 	 A rth$~i~ 
Assistant Director f r Capital Projects 

SUBJECT: 	 Section 611(e) Certification for Proposed Supervised 
Agricultural Credit Loan in the Disaster Area 

Section 6 11(e) of the Foreign Assistance Act requires that before 
development loans are made for any capital assistance project 
estimated to cost in excess of $1, 000, 000, the Administrator of 
AID must have received and taken into consideration a certification 
from the principal officer of such agency with the country in which 
the project is located as to the capability of the country (both financial 
and human resources) to effectively maintain and utilize the project 
taking into account among other things the maintenance and utilization 
of projects in such country previously financed or assisted by the 
United States 

The proposed loan for agricultural credit in the disaster area would 
utilize a meclanism (the F.'und) previously supported by AID loans 
527-L-029 and 527-L-047.
 

The loan paper reviews the st. ps that the exec iting agencies have 
taken to improve the operation of the Ftind since the IastAID loan 
for agricultural credit was nmade (see Part IV. D). While operational 
problems such as the Fund's cll,.ction record still exist, the Fund 
is viewed as the best vehicl,, to, channel credit rt-so rc es to the 
disaster -one. (See Issut,, ['airt VIII). The executing agencies 
intend to evaluate the organization and procedures of the Fund and 
implenent the resulting reconimendations to improve the Fund's 
operation. The loan paper at lart VI indic;ites the adecquacy of the 
resources to be committed I)%the Borrower in carrying out the 
project. 

On the basis of the information contained in the loan paper I recommend 
that you sign the attached certificate. 
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CERTIFICATION PURSUANT TO SECTION 611(e) OF THE
 

FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED
 

I, Louis V. Perez, the principal officer of the Agency for International 
Development in Peru, having taken into account among other factors the 
maintenance and utilization of projects in Peru previously financed or 
assisted by the United States, do hereby certify that in my judgement
Peru has both the financial capability and human resources capability
 
to effectively mainiLtain and utilize the capital assistance project:

SUJPERVISED AGRiCUITURAL CREDIT IN THE EARWhQUAKE DISASTER ZONE. 

This certification is based inter alili on the Government and Fund's 
performance in the execution of comixirable agricultural credit projects
financed by A.1.D. Loans 527-1-029, "27-L-047, and A.I.D. Grant 
No.527N601, and on the memorandum d:ited April 28, 1972 from the Assistant 
Director for Capitat Projecrts, ISAI)/Peri. 

/ 

'Louis V. Perez 

i reo t.or USA ID/Peri 
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MINISTERIO DE AGRICULTURA 

'
Limo, 15"/¢;*Y 72 

Ofkicia N' .VP42/CT. I-DG.CO-DM. 

2 3MAR. S 
Doctor 
Louis V. Prez . 
Director do la Agencia paro of • L .
 
Dogarrollo Internacional USAID/Per.,
 
Presents.-


Asunto 	 Programo do Crdito Agrrcola paru = Area 
Afectoda "o el Sismo del 31 do Mayo do. 
1970 .- Prstamo do US. $ 5'000,000. 

Tengo al agrado do eomitir a su Despacho, ol documL;,t 

do trabojo qua sobe el asunto roferido ha sido praparado p0t el Portafolio o 
ml cargo, y qua corntituye ot rejuttodo de tlacontinuQs conversccconcs . ,e 
sostuvi*ron nuestros respectivot Rcpresentantes. 

Dodo la ;mpo,cnc;a socio-ocon6mico del citodo Progra 
ma, y la valiosa cooperoc;6n f;,'ancierc po uvstedes ofrecido para fot ofecto; 
mucho to a'adecerg quo ton pronto como oi mencionodo documento sco cnra 
lizado y so hoya dictado of pron.nclamiento respectivo, este ncs soc devueTto 
do tal rnarwv do poderrtalitor los consiltos mcfarias quo permitan dcnro 
del m& breve plazo culmirar con 6xito ton significativo muestra do ccopero 
ci6n internacional. 

Aprove-ho asto oportunidad paro re;tearle los sentimien 
tos do mi md% alto, Yo prsonol. 

,.,, z 	 ), .; o - . ., 
- L2.A/.-	 qe~C 

Gencral 	de Divii'n EP. Enrlq/ie Valdez Angulo 
MINISTRO DE AGAICULTURA 

Incuso ,Lo indicdo. 
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REVISED: 4/5/72
 

SECTOR 	 GENEPL DESCRIPTIO' OF FINANCIAL SOURCES 
 AMOUNT PROGRAMMED
 
PLANNED PROJECTS
 

3RICUL jPE 1. 	Irrigation projects for Chimbote, 
 GOP Public Treasury S/.5,640,000,000
 
Chao, Vir , Moche, Supe, Chicama, AID
 
Pativilca, etc. 
 Other
 

2. 	Reorganization of production with 
 Foreign Financing S/. 92,200,000
 
assistance of form cooperatives
 
and credit unions
 

3. 	Intensification of Agrarian Reform 
 S/. 20,500,000
 
4. 	Studies 
 S/. 60,000,000
5. 	Agricultural and livestock promotibn 
 S/. 221,200,000
 
6. 	Forestry and h:nting 
 S/. 64,300,000

7. 	 Marketing and Yzrket Centers S/. 223,300,000 

-ALTH I. 	Construction or repair of hospitals GOP Public Treasury Total planned for health
 
in Caraz, Huari, Aija, Pira, Casma 
 AID facilities in the disas-

Pariacoto, Cajacay, Chirhote, Huaraz, Cuban Assistance 
 ter 	region is more than

and 	 Huarmey, plus o-ii=r smaller Other Foreign S/.200,000,000
 
sites (30 hosp>ti total)
 

2. Constrc:ion of 35,005 	 sanitary 
latrines
 

3. 	Sanitar-, fitting for the water
 
systei-, of various cities
 

4. 	Other smaller health projects
 

)UCATION I. 	To repair and reconstruct Public Treasury 1) S/. 5,922,000
 
damaged educational facilities 
 AID 	 2) S/. 331,945,000
 

2. 	Construct and equp 82 schools Voluntary Agencies 3) S/. 900 per pupil per year

3. 	School lunch proiram to benefit Other Foreign Assist

75". of the children in the'Sierra ance 
and 43'. of the children on the 
Coast 

4. 	 200 University scholarships for 4) and 5) S/. 100,000,000
StUd<.,' fi(,or; th' rdis£3- '..r 	 rt:o 

5. 	 20 Scholarships for students to 
attend tec.' h xr rlning m P 0 [t.A school 

OYQ W 

Ln W.U11 
0oLfl 
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AMOUNT PROGRAME -
OF 	 FINANCIAL. SOURCESGENERAL 	 DESCRIPTION 


ED PROJECTS
PLAN 

Public Treasury More than 	S/.4290009000
1. 	Restore archeologic sites such 


as 	Sechin and Chavin
 

. 2. 	Construction of tourist hotels and. 

.
hosteles 	 - .-


3. 	Promote tourism and provide in

formation
 
4. 	Construction of Tourist Intor

mation Centers
 
$a:
 

(For details of this program see
 
section 2.3)
 

Public Treasury 	 S/.4,850,000,000

1. Airports for Trujillo, Bu, raz, 


IDB Loan
and Chimbote 

Other Foreign Assistance
2. 	Irw~rovement of Salaverry and 

-. _ 

ChImbote ports. Construction of
 

a new prot in Bahia de Salinas . 

.
3. 	 Improvement and asphatting of'-


major roads In the area
 

4. 	Improverent of telephone and
 

telegraphic facilities
 

About S/.4,0000,00,000Public Treasury1. 	Power networks for Huaraz, Caraz, 
...
Carhuaz, ond Ranrahirca 	 AID 


ForelgnAssistance .

2. El Chorro Hydroelectric Power 


Plant in Santa River
 

3. 	 Construction of thrmal plant In 
4

Chirrbote (60 k-u) and two 150 kw 
9t .h'
 groups in Chicama Valley 


- . o
4. 	Transmission lines from Lima to ;r c-_ G: 

and from Lima to Chim- . o ,a-:oTrujillo, 	 " ". '. •-. .:...	 .... . : . - bote 	 ° " " ". - J " 1-0 
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Exhibit pMFhof F41lo-dsfof arch 9 

in~ac~ 7 seveprloing, eutl n o'ro ni
rains, devas a ed -erSo&nr" e cost limossotthe mate6rial damagTg ot raseonmcbs d 
TheV ,floods w'ashed cou ~roda* dbigs destroe 
-gation systems, ero-ded s'oil's", and damaged hous s,otbeae
distribution, and"s ae,disposal sys tems., -Ithoug he epaT men
of J'iura-s-uffe red, the' mos flo naage; 'consi era losses )cc urr din the departments 'of L1etdan nah 0oho wicae 

inld~ dwiti th earthqu kc disas er zone. hoo n fh 
Santa, .-Lac ramarca Casna~, H iarmey, ,Vir , hcm6n che 
rivers caused rpadlv~tc losse s,,expecte ece 5'OO,32$1ZOV:0 O). Crops'. hat N'Vre. not destroyedbyth flodsare. no

S;perishin~g due to the extensivo aac''o- n 
are (simtedataproimtel $00 00) Like -i se, add1 ionallive stock~los ses~~ xpectcd because of thshor tice o(h 

animal foodstuffs. The following tables indicate f ood da'nas, withiti 
the major~ c oasta volleys f~the arhisk' oe 

E es i Ir a iFt o n r ~ r ~ D a ~ e n e ) F do -o 
iF'i~ FF~~ -

Ma rh7 2, Withi th atq a eZ i9 n 

F ikes and 

Stim atadliato nr242,000Lzr02a2;ge 840,a00 04,d0 
FFSnt 1 '0c~i92 Wih300o 

F' Ar~~a Caal OultaterDfne 
F~~~~~0' 223,6000ChVa! aqo 45dF o _

Sta,~~~04 CatiOn222,Q 

Total 

F' 44$44'6' 

ftaee oxcha S -eoror go 
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Estimated Flood Damages Within 
,the Earthquake Disaster Zone 

A. Flood Damage - Santa and Lacramarca Rivers 

1. Fstimated Crop Losses 

Crop // Has. #IHas. Est. Losses Est. Future 
Lost Ehdangered to Date(soles) Losses (soles) 

Corn 162 777 1'532, 300 5'216, 700
 
Alfalfa 129 417 698, 250 2'196, 000 
Rice 5 388 
 81, 000 3'967, 000
 
Cotton 110 1 '300, 000
 
Fruits 99 2, 700 1'254, 150
 
Other 52 86 201, 000 317, 150
 

Total 348 1,877 /2'515, 250 S/14'251,000 

2. Estimated Livestock losses 

fist. 
#IIlhad Eidadanered L.osses Future 
Lost to Date seossL s) s (so''s) 

Large Animals 37 1, 70r 81, 200 20'668. 000 
(cattle, pigs,
 
goats, sheep)
 
Small animals I, 596 9 1'333, 680
 
(poultry, etc.
 

Total 1, (,33 19, 401 5/132, 700 /!21'801, 080 

1. Flood Damaes - Casma Riv'e r 

Fisti, ated C 'op I._ssvs 

rp Ji Illass.4 1[as, l.osses [;'st. F'tture
 
l.omtI ('J1i-lIosI to Datv(solk:) .OSSes (o1t-')
 

Corn 272 'it, 2093, 000 281, 800
 
Yuca .I 6(,,r2 00(0 120, 000
 
Alfalfa '1 72, 0(m
 
Fruits 10 922, 500 480, 000
 
Other 47 30 -101, 000 . 282 000
 

Total 356 90 S/41653,500 /.1'163, 800 

Rate of exchange, S/.43.38 per dollar.
 

http:S/.43.38
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C. llood Damages - Huarmey River 

Crop # Haas. 
Lost 

I,osses to 
l)ate soles) 

Corn 

Tomatoes 
Beans 
Sweet Potatoes 
Aji 
Other 

200 

20 
40 
20 
10 
30 

11600, 000 

,400, 00) 
400, 000 
1 0, ()00 

(,80, 00 
27 Oto 

Total 320 S/3'470. 000 

D. Flood Damages - Virfi River 

1. Estimated Crop Losses 

Cropi/ I[as. 
ostL 

I.sme. to 
l)ats [yIth I 

Co rn 
[leans 
YtcaI 

Aji 
Sweet 1"otatoes 
Alfalfa 
Othe r 

8 
I -1 

7 

I S 
18 

88 i, 'J+,) 
10(.,o '. o 
i' L (I" ) 

I St., 00)( 
1-.0,i,000 

i, 0100 

)b001 1 

Total 187 '' -, i' l 

2. Estimated Animal L.osss 

Ani mal LosA't 
......... ... 

of a t 

___.1)+.L +i , I 

I)oultry 
Other 

I 7 ()O0 
.1,3 

SI '. ')'0 

'rotal I 7, 4,-4 i 1w " Y~4, ; 

Rnto of oxchninga, S/.43.38 per tolla.-, 
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E. 	 Flood Damages - Moche River 

Crop 	 # Has. Est. Losses 
Lost to Date (soles) 

Corn 13 100, 	000 
Yuca 66 655, 000
 
Alfalfa 25 
 250, 	000 
Sugar Cane 
 15 750, 000
 
Pineapple 11 
 440, 000
 
Fruits 13 
 375, 000
 
Other () 
 98,000
 

152 	 S/2'668, 000 

F. 	 Flood Damages - Chicama River
 
(Zones of Parrap6s y Chala)
 

Crop # Has. Est. Losses
 
Lost to Date(soles)
 

Various 	 21 
 S/460, 500
 

G. 	Flood Damages - Chicama River 
(Zone of Paij~n) 

CropI 	 # Has. Est. Losses 
Lost 	 to Date(soles)
 

Corn 	 26 
 163, 000
 
Beans 
 14 	 121O
500
 

Total 
 40 	 S//284, 500
 

It.	Flood Damages - Santiago de (Chuco 
(Zones of Angasmarca and Sauigual) 

Crop 	 #IHas. Fst. Losses 
oI.)St to Date (soles) 

Wheat 	 115 402, 	500 
Potatoes 
 23 276, 000
 
Barley 61 
 183, 	 000 
Other 	 31 
 207, 500
 

Total 	 230 
 S/1'069,000
 

Rate 	of exchange, S/.43.38 per dollar.
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1. Flood Damages - Nepefia Valley 

Gr #-as.II Est. Losses 
Lost to Date (soles) 

Corn 35 5/900, 000 

J. Flood Damages - Otuzco (Salpo and Carabamba) 

Crop # Has. Est. Losses 
Lost to Date (soles) 

Potatoes 110 1'180, 000 
Corn 15 
 75, 000
 
Wheat 10 30, 000 
Yuca 5 
 50, 000 
Other 20 80, 000 

Total 60 S/I '415, 000 

Total Flood-Related Crop and Livestock Losses Within Earthquake 
Disaster Zone 

1. Crops 

2. Animals 

Has. 

1, 849 

Lost Est. Losses 

to Date 

S/20'045, 230 

S/ 677, 300 

E.st. Future 

Losses (soles) 

S/15'414, 800 

S/21'801, 680 

1. Crops 

2. Animals 

Dollar 

$455,570 

$ 15,400 

Equivalents 

$350,340 

$495,500 

Rate of exchange, S/. 43.38 per dollar.
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Estimates, verified by on-site visits of members of the Project 
Committee, indicate that potential credit requirements for (1) reha
bilitation of flood damaged farms, and (2) intensification and diversi
fication activities necessary for increasing incomes of farmers to 
a level that will permit them to pay their debts and maintain an 
adequate minimum standard of living, are approximately as follows 
(by valley): 

Estimated credit requirements, by Valley 

Valle Chicama 101000, 000 
" Moche 5'000, 000 
" Viru 15'000, 000 
" Santa 30'000, 000 
" Nepefia 30'000, 000 

Casma 20'000, 000 
" Huarmey 1 0'000, 000 

Total S/.lZ0'000, 000 - $2,727,000 

In these valleys credit is needed for the: (I) repair of farm 
irrigation structures; (2) land levelling of flood and erosion damaged 
areas (including other erosion control measures in the Sierra); (3) 
repair of drainage and tail ditches; (4) replacement of pumps and 
motors and other small machinery and equipment; (5) replacement 
of fixed installations such as fences, stables, storage facilities, 
etc. ; (6) replanting of permanent plantations (fruits); (7) repair of 
local dikes and diversion terraces (on farm, and inter-farm in the 
cases of cooperative water user's organizations); (8) repair of 
internal farm access lanes; (9) livestock replacement (and increase 
in the case of intensification -diversification activities); (1 0) reha
bilitation of irrigation wells; and (1 1 ) crop rel)laccment costs, 
including capital inputs and labor costs (including cost of living for 
family labor). 

The Fund will consider sub-I oans for thes, activities to 
the extent that 1orrow(,rs and projcts meet existing Fund eligibility 
criteria. 

Rate of exchange, S/. 43.38 per dollar. 
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ADB OPERATING RESULTS 

.967-1970 

(iI Th ou';r(i of' Dollars) 

9/30/67 % I9/10/68 % 12/31/69 % 12/31/70 % 
Re ce i pts 

Interest 9,397 90.6 10,8.70 92.7 17,301 93.1 15,425 92.3 

Commissions,
etc. 974 9.4 85 jf7 1,286 6.9 1,295 7.7 

Total 10,371 100.0 11,727 100.0 18,587 100.0 16,720 100.0 

Expendl Lures 

into resL 

Writ-orf's & 
2,546 24. 3,117 26.6 3,689 19.9 3,092 18.5 

Pr'ovi :;1onri 2,160 0.8 1,90", 16.3 5,397 29.0 3,883 23.2 
T.-xe(!5 171' .7 228 1.9 33') 1.8 312 -1.9 
Ad iii i : r'iI I vro 

c,; 1:5,87 52.9 (,179 55.2 9,142 49.2 9,390 '6. 
Toh, I 10,.3(,7 99.9 i .7? 100.0 18, 5(3 99.9 16,677 )9.7 

h,',~lts 6 0.1 t - 24 0.1 14'3 0.3 
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Supervised Agricultural Trust Fund 

-Analy is 3f Approved Short and Long-Terrn Loans per Regional Office as of Dec. 31, 1971 (in thousand soles) 

Regional 
Office 

Piura 

Short-term Loans 
A rt. 

5359 137, 265 6.99 795 

Long-Term Loans 
A mt. 

117, 714 16. 02 
Ir 

6154 

Total Loans 
A0 tAmt. 

254, 979 9.45 
Chiclay 16i70 501, 077 25. 52 479 119, 298 16.24 16649 620, 375 22.99 
Tr-,i l1 12789 410, 296 20.90 1007 100, 671 13.70 13796 510, 967 18.94 
Cajarnarca i 745 26, 712 1. 36 202 7, 897 1. 08 1947 34, 609 1.28 
Huacho 347 37, 133 1.89 1 6, 460 0.88 365 43, 593 1.62 
";- a 6144 114, 702 5.84 324 40, 710 5. 54 8468 155, 412 5.76 
7ca 2912 130, o32 6. 65 425 55, 423 7. 54 3337 186, 055 6.90 
A re -ina 6t5'- 314, 831 16. 03 789 156, 115 21. 25 9448 470, 946 17.45 

yanca-o 3 625 .03 453 40, 155 5.47 456 40, 780 1. 51 
La -Ierced 2936 60, 826 3. 10 123 48, 357 6. 58 3059 109, 183 4.05 
Cuzco 1523 210, 655 10. 73 336 41, 752 5.68 1859 252, 407 9.35 
PunD 331 i6, 755 0.96 3 116 0.02 334 18,871 0.70 

Total o0918 1,963,50 100. 0 49 54 734, 668 100. 0 65872 2,698,177 100. 0 

tti~
T m m

Source: Agriculture Development Bank - Trust Fund r -j 
Rate of exchange, S./43.38 per dollar. 
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Supervised Agricultire Trust Fand 
Analysis of Approved Short-Term Loans per Regional Office at December 31, 1971 (in thousand soles) 

Regional 
Offices 
Piura 

Chiclayo 

rujio 

Ca am-n=arca 

Huacho 

Areauipa 

.uancayo 

La Merced 

Cuzco 

Pu.Q 

Total soles 

Crop 

5, 324 

16, 049 

12, 299 

I, 6Th 

318 

7, 33c 

ST4 

7, 163 

3 

2, 933 

l, 32C 

57, 189 

Amt. 
135, 037 

488, 352 

35i, 50 

24, 38, 

32, o 

20, i52 

105, -P 

174, 764 

625 

50, 682 

157, 320 

1550,45 

Short-Term Loans 

Livestock Marketing 
Amt. i Amt.35 2, Z28 - -

121 12, 726 - -

484 58, 076 6 411 

49 2, 326 - -

29 4, 314 - -

803 88, 714 D 5, 836 

163 23, 639 1 1,500 

1473 138,337 17 1,710 

2 50 1 1,095 

155 6, 719 48 46,615 

331 18, 755 

3651 355,884 78 57,167 

5359 

16170 

12789 

1745 

347 

3144 

2912 

8659 

3 

2936 

1523 

331 

60918 

Total 

Amt. 
137, 265 

501, 077 

410, 296 

26, 712 

37, 133 

114, 702 

130, 632 

314, 831 

625 

60, 826 

210, 655 

18, 755 

1963,509 

7.00 

25.51 

20.90 

1.36 

1.89 

5.84 

6.65 

16.03 

0. 03 

3. 10 

10.73 

0.96 

100. 0 
Dollar Equiv. S S 35, 741,000 $8, 204,000 $ 1, 318,000 $ 45, 263,000 

Source: Agricultural Developrnrent .6ank - Trust Fund hd 
M 

M t 
M 

w" 0o 

Rate of exchange S'43. 38 per dollar. 
0 eer 



Sunervised Agriculture Trust Fund 
Ana",sis of Approved Long-Term Loans per Regional Office at December 31, 1971 (in thousand soles) 

Lona Term Loans
Re iona1 CroDOff~-1 Livestockmt. = Forestry _Equipment LandOc To ta lmrn.t
P iur - .1 

Ant. A . Amt. ImprovementA mt #--O 35,660 05 10, 310  - 86 14, 428 194 57, 317 795 117, 714 16.02
 
1,31 16, 240 19 8, 726 103 39, 681

19, 866 100 
259 13, 248 76 34,785 479212 27,737 16 706 300 41, 546 220 17, 434 

119, 298 16.24 
I007 100, 671 13.70 

Ca1,-narca 
 - - 3 345 124 7, 235 75 317  - 202 7, 897 1.08 
a 4,027 3 
 218 
 1 220 3 1,995 
 - - 18 6,460 0.88 

a 
 8 6, 324 88 11, 387 I10 14, 566 39 7, 565 9 866 324 40, 710 5.54ica '30 12, 72 7a1 , 052 1 150 178 27, 231 37 6, 318 425 55, 423 7.54Arecupa 24o 25, 202 3Sv 81, 672 69 8, 217 87 40,824 789 156, 115 21.25"luancayo 21 6,778 132 15,804 109 16, 110 I I, 464 453 40, 155 5.47
La Merced 50 5, 672 ou 41, 440 2 533 3 482 2 230 123 48, 357 6. 58Cuzco i60 6, 098 46 4, 867 11 26, 888 17 3, 859 2 40 336 41, 752 5.68
Puno 
 3 116 

3 116 0.02
 

-1ga >nsoles 177o 135, 547 114 219,388 493 75, 134 874 146,785 627 157,814 4954 734, 668 100. 0 

Dollar EquS. S S 3, 125,000 055, 000 $ 1, 732,000 $3, 384000 $ 3, 638,000 $ 16, 936,000 
Source: Acricultural Developz-ient Bank, Trust Fund. 

Rate o excangc S.AL. 3-' soK . X P4:er dollar. 
G 1 m 

oC%
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Requirements for Cooperatives, Communities, SAIS, and Other Groups A
 

Article 42. 
 The 	requests for cooperative loans from campesino communities,

agricultural associations and other rural group6 with legal status will be
 
subject to the following provisions:
 

1. 	For Cooperatives, Campesino Communities and Agricultural Associations
 
(SAIS):
 

The 	 request will be aecompartied with the following documents: 

a) A certified copy of 'heir official recognition (only for 
1st loan). 

b) 	 Proof of registration in Public Registry (only for Ist loan). 

c) Certified copy of Notary Public or Justice of the Peace, of 
the 	Minutes of the General Assembly indicating:
 

1) 	Authorization for rvquest for loan, 

2) Purpose and amount of loan, 

3) Names of representatives who will handle loan contract 
pr( cedures, 

4) Ministry authorizat ion to supervise loan, and 

5) ihilitv loan been,Joinit respon until has cancelled. 

d) 	 The document ; or legal titles accrediting ownership, po-;ses ion 
or tenancy of the property by the cooperative, campesino con
munity or SAIS. 

e) 	 Copy of tireviou,, yeir'; balance ,heel, or the last hImlance 
sheet 	 prepared (not required for campesino coiumnities) and 
a list of all obligation.s and annual amortization!. of same. 

f) 	 List of members iridi,.al ing area, irmroun tIby type of loan, and
obligation of eauh benefiiarN if the loan will be granted in 
order to make sub-loaris to mernbers. 

As stated in Ihbe Agricilt ural Ciedit Manual 

http:iridi,.al
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MINISTRY OF AGRICULTURE 

ORGAN-TZATION WITHIN DISASTER ZONE (AGRARIAN ZONE III) 

[Regional Director
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i | Planning
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Development 
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Exhibit 4 

AgMin Personnel in Disaster Zone Page 2 bf 2 

Agrarian Agrarian Agrarian Agrarian 

Regional Office of Office of Office of Office of 

Office Trujillo Chimbote Huaraz Huamachuco 

12Agrarian engineers 25 40 20 20 

Civil enginners 1 2 1 1 

Chemical engineers 1 

Lawyers 	 2 15 3 3 1
 
6Veterinarians 	 1 5 5 

1Economists 
Sociologists 1 
Anthropologists 2 2 

Accountants 4 3 

Other professionals 6 10 8 6 

Agricultural technicins 4 57 23 25 24 
6 11 10 12Technical Veterinarians 

47 142 71 71 49
 

Total 386
 

* excluding secretarial, 	 clerical and administrative personnel. 
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Annex VI 
IRR for Aricultural Credit Fund 

Page 1 of 1 

CAE met on February 17 and approved subject IRR with following 
observations: 

1. Loan paper should contain clear statement of eligibility criteria 
for subloans as well as defin.tion and profile of eligible clientele. 

2. In evaluating effectiveness of existing Ag Credit Program, ana
lysis should disaggregate delinquency/default category to determine 
percent of portfolio in arrears by time period and percent uncollect
ible, and provide explanation causes of resulting pattern. Loan 
paper should describe corr ictive actions to be taken by GOP. Paper 
should also describe policy on utilization of sub-borrower repay
mtients toi Ag Credit Fund under new loan. Recommend that repay
,ments on subloans be reserved for relending in this area for a pt riod 
of at Ilast 5 years. IRR states that local agricultural agent will 
supervise use and collection of credit. This is slight departure 
from usual Supervised Ag Credit Trust F-und procedures whiereby 
Ag Bank assutmes responsibility for collection. Htow will modified 
procedure improve collec tion proccssV 

3. Economic analysis should be on a with-and-withoit ba:,is, pro
jecting benefits expected with pr)grram.
 

•4. l -- yeaV credit for catt It -id 11.r,,d :cNUSS 'iVC':IWOd fo r ::iucl tcrnis 
should be reexamined. Als., sl ,uL' .xaroint emp)loyment impact of 
catl le investment and determinc whetier such smal-llrjects my con
flict with social /vliployrnent bjcfives.ri 

I. $9, Z 0 uppi-r lim it on individla subllans als.O ;peared hii1h. 
Rationale for level sihould be fully ,xplaineil. 

6. Mission and GOP should dettirminn wa:at percent of funds should 
be directed toward what iu rpo se s, e. ,, pt.rc ent allocation of funds 
in favor of labor-inten sive crops vs. on far i capital inve stments: 
allocation for sm.1l vs. mediu m-si,;e farrns, e-tc. (;OP slhould 
also consider research activities in the area to deteinine -rost 
feasible agricultural production possibilities and identify existing 
cons traints. 

7. Basic rationale for loan seen in terms of its irm ,'act on alleviat
ing ca rthquake problems. 
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Loan Authorization (Draft) 

Provided from: Alliance for Progress Fands 

Peru: Supervised Agricultural Credit 

Pursuant to the authority vested in the Deputy U. S. 
Coordinator, Alliance for Progress, by the Foreign Assistance 
Act of 1961, as amended, and the delegations of authority issued 
thereunder, .J hereby authorize the establishment of a loan 
("Loan"), pursuant to Part I, Chapter 2, Title V1, Alliance for 
Progress, to the Government of Peru ("Borrower") of not to 
exceed five million United States dollars ($5, 000, 000) to assist 
in financing the United States dollar and local currency costs of 
a supervised agric'ltural credit program in the area affected by
the earthquake of May 31, 1970 ("Project"). The Loan shall be 
subject to the following terms and conditions: 

1. Interest and Terms of Repayment 

Borrower sliall repay the Loan to AID in United States
 
dollars within forty (40) years from the date 
of the first
 
disbursement under the ILoan, including a grace period
 
not to cxcced ten (1 0) years. Borrower shall pay to AID
 
in United State.; dolla rs on the disbursed balance of tlic
 
Loan interest at th,. rat( of two wrcent (2' ) per annun
 
during the grace peri d and three )ercent ( ".i)per annul
 
thereafter.
 

2. Other Terms mnd Conditions, 

(a) All goods and SVrvices financed under the Loan shall 
have their sour,, and ,,rigin in Pern and countries 
included in All) (eugra phic Tod,. 941. 

(b) United States (dull;,rs titilize-d tinder the !..oan to finance 
local currency c('sts :,hall be made available 1l)rsuant 
to proc(,dures satisactery to AID. 

(c) Prior to any (di.ho cm;ventrl ()f loan funds Borrower shall: 
(i) 	 Suhmlit in turn'1 ;Ind su !tLitn-, satisfac:tory to AID 

an operation plan :tttinQl forth the numbers and 
qualifications of agricultural technicians and Bank 
agents re~ponsible for execution of the. project, and 

(ii) 	 Deposit in the .und th, a mount of uncollectibles 
due under prior agreements through CY 1971. 
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Page 2 of Z 

(e) 	 Prior to any disbursement in calendar year 1973, Bor
rower shall submit in form and substance satisfactory 
to AID: 

(i) 	 A revised definition of uncollectibles, and 
(ii) 	 The results of its evaluation of the existing orga

nization and procedures of the Fund and its recom
mendations for nodification to improve collections. 

(f) 	 Borrower shall covenant that no farme - or group farm 
ing organization eligible for existing credits of the types 
proposed herein financed by other international institui
tions shall receive AID loan funds in lieu of skich financing. 

(g) 	 Borrower shall covenant as under prior agreements to 
replenish the Fund by th,. a ,nt citerminind as unco!
lectible each year. 

(h) 	 Borrower s hall c,vonant ttiallocate during the three 
years following disimrset ent of the loan at least as much 
money to th. disast,.r a r d as i6 recvtived in repaym ints 
under this loan. 

(i) Borrower shaill covenant th i piiplennt the recmmnIMl ,.ndatiuns 
resulting from its .valuation of the e:isting organization 
and procedures of th,. F'und. 

(j ) This Loan shall b, subject to SUCh oth,'r trnis an(] tondi
tions as AID may cIleii advisable. 

Deputy U. S. Coordinator 

Date 


