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B. Recommendations:
 

Loan US $ 19,000,000 

(Terms: 20 years, 7 years grace

2% during grace period, 3% thereafter) 

C. Description of the Project: 

This project will increase agricultural productionarea of the Peruvian high jungle known 
in the 

as the Huallaga Central-BajoMayo and will establish and test a methodology for achievementoptimum use of economic resources in such areas. 
of 

To accomplish these ends the project will attack a series
of interrelated constraints on productivity as follows:
 

1. The internal network of penetration roads will be
improved, expanded and articulated by the Ministry of Transport and
Comunications (MTC). In all, 76 Km. of improved roads, 98 Km. ofnew roads and two major river crossing facilIties will be installed
to provide access to markets.
 

2. Collection: centers for the princiral cash crops of the
area will be expanded and equipped to receive and manage increased
flows of comodities to established markets, thus assuring small
farmer access to the cash economy. 
The Ministry of Food (MINFOOD)
through the Public Enterprise for Agricultural Services 
(EPSA) will
 manage this activity. 

3. The situation with regard to land titles will be
normalized and regulated by the Ministry of Agriculture (MINAG) toassure a just distribution and clear usufruct rights to the tiller
and to qualify farmers for formal production credit.
 

4. Medium-term farm improvement credit, forprimarilyland clearing, will be provided through the Agrarian Bank in addition
to the short term production credit.
 

5. The existing pool of farm machinery will be expanded
and improved by MINFOOD through EPSA-SENAMA (National Farm Machinery
Service) to provide appropriate equipment at critical times in the
production cycle.
 

6. The agricultural extension system will be equipped,
expanded and trained to meet the needs of all producers in the area.
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7. Resource evaluations employing appropriate remote sensing
and ground-truthing operations willof be conducted byNatural Resource the National OfficeEvaluations (ONERN) in the projecta data base area to establishfor Project monitoring and a methodology for employment ofremote sensing technologies to evaluate resources in similar areas.
Two additional promising areas 
will have full resource evaluations as
a result of this Project.
 

To achieve the foregoing outputs, A.I.D. will finance
the foreign exchange costs of road maintenance equipment, farm
machinery, grain handling equipment and hardware required for ex­tension and land titling activities. 
 In addition, A.I.D. will finance
a portion of the local currency costs of road construction, medium­term farm improvement credit primarily for land clearing, river crossing
facilities and aerial photography for the land titling process. 
Both
foreign exchange and local currency costs of foreign technical assistance
in farm machinery and marketing will be financed by A.I.D. 
Finally,
A.I.D. will finance a portion of the costs of additional resource
evaluations.
 

The Government of Peru will finance partial local currency
costs of Project administration, road construction, short-term agri­cultural production credit, and all additional personnel costs in land
titling, marketing, credit, machinery, extension and resource evalua­tions.
 

A PRP was completed during October 1976 which established
a total project cost at $25 million. 
The Mission proposed at that time a
loan of $13 million with a Peruvian project contribution of $12 million.
During the intensive review for the Project it became clear that the GOP
would not be able to invest $12 million in the project during its
implementation-cycle. 
As Peru's economic crises deepened 
 other donors
deferred or exempted counterpart contributions to keep their projects on
schedule. 
A.I.D. has deferred counterpart on selected on-going projects
and reanalyzed Peru's ability to contribute to implementation and main­tenance costs of this Project.
 

Since long range projections are that by 1981 the Peruvian
economy will have stabilized permitting renewed government spending, the
Mission has determined 
to go forward with the Project at this time. 
How­ever, certain changes in project design have had to be made in response
to Peru's short-term liquidity crisis. 
Principal among these is the
reduction of GOP counterpart contribution to the minimum required. 
The
AID contribution to the project has been increased accordingly. 
The PP
therefore recommends a loan of $19 million (75%) and a counterpart con­tribution of $6.5 million 
(25%) for a total Project cost of $25.5 million.
The total Project cost throughout the intensive review was increased by
only $500,000, which was primarily to provide added funds for inflation
and contingencies, required by an increasing inflation rate in Peru.
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Given A.I.D.'s commitment to support the GOP during this

period of economic crisis, and the Project's favorable impact on
balance of payments and agricultual production, the Mission believes the
proposed A.I.D. loan is fully justified.
 

The Project design has identified and selected only those
interventions that relate directly to the development of comercial
agriculture on small farms in the Project area. 
 Road improvement
is essential to this development not only in the narrow sense of pro­viding access to markets but also in providing the means for expansion
of extension and machinery services and supplies of inputs and consumer
goods. 
Land titles, or the equivalent thereof, are required to give
farmers access 
to the credit needed to produce for the cash market.
Credit, in turn, is required for expansion of land under cultivation
and employment of improved production methods. 
Machinery is also
needed in this labor-short area to break production bottlenecks in
critical activities of land clearing, preparation, and harvesting.
Additional marketing facilities are indispensable to ending the
historical absence of a reliable and convenient market for the area's
products. 
Coming full circle, the historical lack of markets which
depressed production was a result of the absence of roads leading to
those markets. 
This isolation has ended, providing a promising
opportunity to stimulate production in the Project area. 
However,
to capitalize most effectively on this opportunity, the basic
services and infrastructure contemplated by this Project are required.
 

Resource studies are the only Project element not directly
affecting and aiding the farmers of the area. 
 This element is included
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to (1) aid Project managers in monitoring progress, (2) refine and
 
adapt remote sensing technology to high jungle areas, and (3) develop
 
a low cost methodology for resource evaluation and project development
 
in replicating this Project.
 

By the end of the Project, production in the area will

have increased by more than 100%, based on 23,000 hectares of land
 
cleared for permanent agriculture and continuous cropping systems.

The project area will contribute significantly to the national supply

of critical agricultural commodities which are now imported and the
 
infrastructure of the Project will be operating and expanding on a
 
self-sustaining basis. 
Two additional area resource evaluations
 
will have been completed for possible replication of the Project.
 

D. Summary Findings:
 

1. Technical Analysis
 

The Mission and counterpart agencies of the GOP have
 
examined in detail the form, composition and timing of Project inputs

and interventions. The appropriateness of inputs and their timing
 
were evaluated on the basis of the constraints to be confronted,

the resource base of the area and the observations of expert consultants
 
along with Peruvian and Dutch technicians who have substantial ex­
perience in the Project area. 
Cost estimates for machinery, equipment,

construction and personnel are based on actual prices as of July 1977.
 

With the opening of the A.I.D. financed Rio Nieva-

Tarapoto Highway in late 1977 the Project area gains access to markets
 
for a larger volume and wider range of its agricultural products.

This project is designed and timed to develop rapidly the productive

potential of the area to the benefit of its present population, a
 
smaller number of newcomers and the Peruvian economy at large. 
The
 
conclusion of the Mission is that the time has come to mount a concrete
 
development effort in the area. 
This is confirmed by the willingness

of the GOP to help finance the Project in a period of severe fiscal
 
constraints and the desire of implementing agencies to design and
 
implement the Project.
 

Selection of the appropriate technology package which would
 
result in an optimal economic mix given Project area conditions was
 
thoroughly analyzed. 
The following discussion summarizes the results of 
that analysis for the two l:.rgest investment components of the Project 
(roads, $7.5 million and land clearing, approximately $7 million).
 

Analysis determining the appropriate technology for either
 
component has three possible alternatives: (1) capital intensive; (2)

labor intensive; or (3) a mix of 1 and 2. Careful examination for both
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the road and land clearing components demonstrated a severe seasonal labor
shortage. Periods of full and underemployment result directly from

climatic patterns and the resulting agricultural cycles. During the

drier periods of the year a labor shortage develops due to the seasonal

demands for planting and harvesting. These dry periods, characterized by
labor shortages, are the crucial period for road construction and

secondary clearing, especially the removal of trunks and roots. A
project design which depends on local labor for road construction and

land clearing would be stymied by labor shortages. The road construction
will be completed by contracts with Peruvian firms which will determine

the most efficient capital-labor mix through the competitive bidding
 
process for each individual penetration road.
 

The land clearing case differs in that the activity will
take place on individual farmers' land. 
The optimal technology mix in this
instance is both labor and capital intensive. The first phase of land
clearing will be labor intensive with the individual farmers using hand

tools to cut down the existing growth. The farmer can apply labor to
this activity du--ing the rainy seasons 
thereby reducing the level of
seasonal underemployment currently found in the area. 
 The second stage
of land clearing will involve more capital intensive techniques to assure
 
that the land is brought into full and permanent production. Heavy
machinery will be used for log and stump removal completing the clearing

process. 
Current experience demonstrates that farmers can and do complete

the primary clearing process but cannot, given the existing labor cost and
availability, complete the final clearing stage of trunk and root removal.
When the final clearing is not done the farmers have weed and regrowth

problems which they cannot control. 
The result is that farmers abandon

their fields after 3 to 4 years and cut down a now area. 
This slash
and burn technique is responsible for serious erosion problems as 
well
 
as an unstable and inefficient use of some of Peru's finest arable land.
 

2. Economic Analysis
 

Macroeconomic Impact
 

The major constraint to the development of Peruvian agri­culture is the extremely limited arable land base. 
 Land reclamation on

the arid 
coast has proceeded slowly, basically because of high per

hectare costs associated with major irrigation works. Currently costs are
running between $18,00 and $20,000 per hectare in major projects such
 
as Tinajones in the north and Majes in the south.
 

Soil conditions in the low jungle area preclude extensive

agricultural development in that selva region, and much of Peru's sierra
 
is climatologically unsuited for cultivation.
 



- 3b -

The high jungle is therefore Peru's last feasible agri­cultural frontier for development, where relatively low cost land develop­ment is possible and economic payoffs are high. Migration to the area hasoccurred on a spontaneous basis, accompanied by slash and burn agricul­
tural methods which are both detrimental to long-run environmental
considerations as well as sub-optimal use of prime agricultural land.
The proposed Project is a cost-effective method for rationalizing the
agricultural development of the area. 
 Costs for clearing of secondary
growth is estimated at between $300 and $400 per hectare, and by improving
farm to market roads, providing and improving stavage and marketing
facilities, improving extension services to farmers, and setting up a
mechanism for medium term credit, Peru can effectively increase its total
arable land bise by nearly 10% in the project area alone. 23,0001hectres

of land will be improved to allow for permanent cropping -- at the present
time, these lands are being exploited on a haphazard basis, and because of
lack of penetration roads and other marketing facilities, farmers are
forced to cultivate more "durable" crops, such as 
tobacco and cotton,
instead of greatly needed food crops which have a higher shipping costs
and spoilage rates. An additional 50,000 hectares will be opened up for
permanent pasture land and tree cropping. 
Total land in permanent agri­culture is expected to be more than double these figures at the end df
 
ten years.
 

Peru is currently facing an acute economic crisis, and a
steadily worsening balance of payments deficit. 
Net international reserves

have dropped ao an estimated negative $1.1 billion, and gross reserves
 are projected to reach close to zero in early 1978. 
The recently negotiated
IMF stand-by agreement provides for Peru to take stringent corrective
 
measures over the next several years particularly with regard to 
fiscal
expenditures, thereby bringing spending more in line with Peru's revenue
generating capacity. 
The balance of payments picture, on the other hand,will continue to show substantial deficits over at least the medium-term 
A substantial -'ortion of Peru's imports consist of foodstuffs. 
These
amounted to over $300 million in 1976 and it is expected that they may
reach $350 million in 1977. 
 It is thus incumbent upon Peru to effect
major increases in production over the next five to ten years if current
 
balance of payments trends are to be reversed.
 

The GOP has taken steps to increase productivity in the
agricultural sector, primarily through removing artifically low official

prices for basic commodities and increasing agricultural extension work.
The basic constraint -- lack of arable land --
continues to be a major
bottleneck to Peru's desire to become self-sufficient in at least basic
foodstuffs. 
 The proposed Project aims to develop methodologies to open
up, on a cost effective basis, new production areas, in order that the

food gap may be diminished.
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Using anticipated cropping pattern data developed for the

Small Farm Budget analysis (See Section III B), calculations on overall
 
production potential of the project region have been extrapolated. On
 
the 23,000 hectares of land which will be available for permanent crops,
 
gross value of production has been calculated to be approximately $550
 
per hectare. The gross annual value of production on all 23,000 hectares
 
thus is estimated at approximately $12,650,000 at the end of five years

and more than $25 million by year ten. In the case of permanent pasture

land, which will be used for either grazing and production of milk and
 
beef or cultivation of tree crops, the gross value of production per

hectare was calculated to be approximately $305, thus giving a total
 
annual value of production on 50,000 hectares, of $15,250,000 . at the
end of five years and $30.5 million at the end of ten years. It is
 
anticipated that yearly value of production by year ten will therefore
 
be approximately $60 million, representing roughly 20% 
of the value of
 
food imports during 1976. Since the bulk of this agricultural production in
 
in crops currently being imported -- soya, rice, sorghum, meat and milk -­
the Project will have a direct import substitution effect and a significant

favorable impact on Peru's balance of payments.
 

Microeconomic Impact
 

The Mission employed standard "with project" and

"without project" farm budget analysis for crop and livestock farming
 
operations to provide a year end cash balance and an on-farm net
 
benefit for typical farms. 
 With shadow priced labor and project costs
 
factored in, the foregoing tests were used to produce a not economic
 
cash flow to determine whether the investment would be an efficient
 
use of resources. The results are as follows:
 

I/ This figure is considered to be low, since farm budliat 
 col 414 ftot
 
consider tree crops which have a high production vAluo Attar jol4tit,4tton
 
have matured. Milk and meat wore taken An surrogate vAlu*s tor all
 
permanent pasture and planation land.
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On-Farm Net Project Benefits
 

IRR
 
Year-End Cash Balance
 

Crops 
 >50%
 
Livestock 
 >50%
 

On Farm Net Benefit
 
Crops 
 750%
 
Livestock o50%
 

Net Economic Cash Flow
 
Crops 
 34.09%
 
Livestock 
 40.74%
 

The conclusion of the Mission is that the Project
represents an exceptionally attractive use of capital resources.
 
Sensitivity analyses confirm that Project economic viability would

be sustained even with significantly higher costs, 
lower ylelds,
reduction in cultivated land, and an increased rate of interest.
 

3. Financial Analysis
 

Analysis and consultation with implementing institu­tions have produced the conclusion that the Project is within the
 means of the GOP to finance and maintain. However, Peru is in a

period of austerity in which it must husband carefully its counter­
part resources and limit even concessional borrowing to projects

that promise substantial, early economic benefits. 
Though some
offers of assistance are being deferred, the GOP has sought A.I.D.

assistance and committed its own scarce resources to support this
 
Project.
 

Taking into account the scarcity of financial re­sources 
in the present period of extreme austerity the Mission has
attempted to defer heavy host country contributions until the third
 
year of the project. Current expectations are that the balance of
payments will improve, inflation will slacken and productivity will
be on the rise by that time. The combination of these factors will
 
permit GOP contributions to be made in full.
 

The Mission has concluded that the increased ex­penditures occasioned by this Project are affordable within the
 
context of the various Ministerial budgets involved, particularly once
the productivity of the area has been established and linked to the
national economy. 
 The following table suzmnarizes the Project's

financial plan:
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Summary Financial Plan
 
(Thousands of U.S. Dollars)
 

1. Penetration Roads 


2. Road Maintenance 


3. Medium-Term Credit 


4. Machinery Parks 


5. Marketing & Collection Centers 


4. Social Analysis
 

TOTAL 


7505 


1416 


4730 


3725 


TOTAL
 

6. Land Surveying & Titling 820
 

7. Extension Service 
 1148
 

8. Resources Studies 
 120
 

9. Project Direction 
 490
 

840 10. Technical Assistance 1570 

Sub-Total 
Pl1is: 
Inzlation Factor and 
Contingencies 

22364 

3136 

25500 

The.major social impact of this Project will be
gradually to eliminate the practice of slash and burn agriculture
which engenders subsistence production and a semi-nomadic way of life
and to establish stable ownership and cropping patterns within a sys­tem of commercial agriculture on small farms. 
The social analysis
concludes that, given the composition of the population, the probable
influx of new settlers and the visible responses to market opportuni­ties in the recent past, the farmers of the 
area will respond to
the stimuli provided by this Project.
 

The social soundness analysis pointed out a probable
need for work in environmental sanitation and nutritional education
in order to improve the health of the work force and to realize the
full benefits of increased productivity and incomes. 
As a result,
the Mission invited a PVO to further analyze the need for such a
 program and earmarked funds for a possible OPG for this purpose.
The OPG will go forward on its own humanitarian merits with or
 
without this Project.
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E. Project Issues
 

The Sub-Tropical Lands PRP was reviewed and approved by the
 
DAEC in November 1976. The following listing of issues developed at the
 
PRP review indicates the section of the paper where they have been
 
discussed (see Annex A for a copy of the PRP issues cable):
 

1. Project Strategy. See Part III, A 2; and Part IV,C.
 
2. Infrastructure Analysis. See Part III A 2; and Annex B.
 

Exhibit 1.
 
3. Road Component. See Part III, A 3-4; Part IV, A 4; and
 

Annex B i exhibit 1.
 
4. Land Tenure. See Part II, B; Part III, A & C; and Part
 

IV, A.
 
5. Target Group. See Part II, A & B and Part III, A B C.
 

The Mission has concluded that AGBANK lending criteria are appropriately
 
geared to benefit the target group. Further, limitations on agricultural
 
machinery services (A.I.D. loan funds would be used exclusively for land
 
clearing) relating to the amount of land cleared or prepared for in­
dividual farmers will assure appropriate distribution of project re­
sources. Marketing and machinery facilities are being decentralized and
 
located in areas of maximum concentration of farm land and target group
 
farmers which have previously lacked such infrastructure. The geographical
 
reality of the area (its division into distinct valleys containing farm
 
populations without road access to mark'ets) has dictated the location
 
and allignment of roads.
 

6. Project Implementation. See Part III.A.
 
7. Appropriate Technology. See Part III, A; Part IV, A;
 

Part IV, A & B and Annex B; exhibit 1.
 

8. Subsidies. See Part III, A & B.
 
9. Technical Assistance. See Part III, B; and Part IV, A.
 

10. Intermediate and Long TenCredit . Issue resolved in
 
Mission's interim report.
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II. 
 PROJECT BACKGROUND AND DETAILED DESCRIPTION
 

A. BACKGROUND
 

1. Introduction
 

As articulated in the most recent ABS submission,
 
USAID's development assistance strategy in Peru is: 
a) to improve the
 
quality of life of the sierra poor through on and off-farm employment;

b) to accommodate rural migration by supporting the orderly, economic
 
development of new agricultural lands in the high jungle and the
 
provision of basic services and job opportunities to the urban poor;

and c) to stimulate and strengthen institutional innovation and reform.
 
The strategy, which is responsive to the immediate human needs of
 
Peru's most depressed area, also acknowledges that the long term
 
development potential for A.I.D.'s target group lies in such areas
 
as the underdeveloped high jungle. 
Harsh natural conditions,

constraints of land tenure, and scarcity of physical and administrative
 
infrastructure in the Sierra sharply constrain the long-term growth

potential in the Sierra. Investment in the Sierra, then, can only be
 
designed to meet the short and medium-term need of providing employment

and income to a marginal population. It is also necessary to promote

growth in other, potentially more productive areas to absorb the
 
surplus labor from the Sierra.
 

The Mission wants to further development of the high

jungle as one of these more productive long-term growth sectors for two
 
reasons. 
First, given the existence of trunk roads in the region, economic
 
returns on additional investment in the potentially productive farming
 
areas of the high jungle are probably higher than equal investments in

the coast, where agriculture is already highly capitalized and it is
 
very expensive to bring new land into production. Second, these economic
 
returns will no doubt benefit the poorest elements of the population

in view of the particularly close economic and demographic relationships

which exist between the high jungle and the Sierra. Most notable of

these relationships is the pattern of migration of those who leave
 
the Sierra in search of land and employment. A project which facilitates
 
this migration, channels it into productive uses, and rewards it with
 
higher incomes, benefits not only the immediate recipients in the
 
high jungle and future out-migrants from the Sierra, but also those
 
who can then afford to remain behind in the Sierra owing to a more
 
favorable man-land ratio.
 

The Project thus falls squarely within the second thrust
 
of USAID's development assistance strategy. In addition, the Project

will complement and be complemented by several important USAID/GOP
 
programs and projects. The most obvious complementarity is with the

soybean program of production in the high jungle areas. Accelerated
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settlement will help facilitate achievement of long range soybean
production targets. 
Soybeans will stabilize fanning patterns by
helping to maintain soil fertility, thus contributing to a major
objective of settlement programs. 
Another USAID project, now in
the PID stage, will support the development of intermediate cities
and market towns. 
Both Housing Investment Guarantee and Development
Loan funding have been proposed to improve GOP regional planning and
to establish a financing and institutional mechanism for serving the
needs of smaller urban places with strong urban/rural linkages. 
The
proposed program would be focussed on a small group of perhaps five
market towns, and Tarapoto is a strong candidate for selection
under the program. 
Finally, the recently authorized loan (527-T-060)
to establish a Rural Development Agribusiness Fund (Fund) will also
complement the Project. 
Several agribusiness opportunities in the
Tarapoto area have been identified as potential subprojects for
Fund financing. Such investments could provide additional incentives
to increase agricultural production in the area by facilitating the

processing and marketing of agricultural products.
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2. Agricultural Sector Overview
 

Peruvian agriculture has long been confined to a limited
 
amount of arable land dedicated to intensive commercial farming in
 
narrow coastal valleys and to the Sierra where mostly subsistence
 
agriculture is practiced under harsh environmental conditions and
 
extreme population pressure on land and water resources.
 

Under these conditions in the present decade per-capita

agricultural production in Peru has fallen. While the official
 
population growth rate remains steady at three percent, the record
 
of food production reflects the following:
 

ANNUAL INCREASE IN VALUE OF PRODUCTION
 

1971 1972 1973 1974 1975 1976
 
2.6% 1.0% 2.4% 2.3% 1.0% 3.0%*
 

The agricultural sector's contribution to Gross Domestic Product
 
also declined from 15% in 1969 to 12.7% in 1975 while continuing
 
to employ about 42% of the country's labor force. This virtual
 
stagnation in productivity has pushed up food imports to record
 
levels. The value of total agricultural imports in 1971 was $150.0
 
million. In 1975 the value was $400.0 million and in 1976, $341.0
 
million, contributing to the heavy net balance of trade deficits
 
of recent years. In 1976 the deficit on the agricultural trade
 
account was $33.0 million.
 

The major physical obstacle to increased agricultural
 
production is the relative scarcity of arable land per capita.
 
Only 2.7% of Peru's total land area is suitable for cultivation,
 
according to USDA Soil Conservation Service standards presently in
 
use. The 1975 World Bank Agricultural Sector Survey estimated that
 
some 400,000 hectares remain available for exploitation, mostly in
 
the high jungle (Ceja de Selva), which holds some 300,000 hectares.
 
Coastal agriculture is already developed to a high degree, though
 
gradual production increases per hectare are possible and irrigation
 
systems can be developed for some additional lands at a high cost.
 
Production can increase only marginally in the harsh environment of
 
the Sierra where land resources are already over-used and deteriorating.
 

According to Peru's 1975-78 development plan, five principal

factors influence the selection of projects for investzent of financial
 

* Preliminary
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resources, both domestic and foreign, in rural development. These
 
are: (a)The ability to provide income and employment for a growing
 
rural population; (b) the supply and demand for agricultural products;
 
(c) the need to cover food deficits; (d) the extent to which existing
 
unused potential can be realized through investment, and; (e) the
 
extent to which investment resources can be used to achieve broad
 
economic and social equity goals.
 

Despite the fact that the only substantial amount of good
 
agricultural land in Peru remaining unused or underused outside the
 
arid coastal desert is located in the Ceja de Selva east of the 
Andes, efforts to develop the area have been hampered primarily by 
a lack of land transportation routes which limits the entry of set­
tlers and inputs, and inhibits marketing. Lack of experience in
 
sub-tropical agriculture on the part of settlers, the need for more
 
effective technology transfer and credit systems, inadequate storage
 
facilities and lack of mechanization also prolong the existence of
 
subsistence agriculture in this area of great productive potential.
 

The exploitable portion of the Ceja de Selva includes four
 
major areas: the upper Mayo, the Huallaga Central and Bajo Mayo, the
 
Central Selva and the San Ram6n-Satipo area. These are identified as
 
the "economic frontier of Peru" in the 1975-78 National Development
 
Plan. All except the Central Selva have settlers living close to
 
trunk roads and navigable streams, practicing forest-fallow agri­
culture, permanent agriculture, and livestock raising. All of these
 
areas are characterized by relatively low population densities and
 
a high level of agricultural potential which is not fully exploited
 
and, in some cases, not adequately studied. According to the national
 
plan these areas are to be incorporated as new productive resources
 
into the national economy and attract migrant populations from
 
economically deprived areas. The climate, soils, and water resources
 
of Ceja de Selva make it the only remaining major area of appreciable
 
productive potential that can be tapped using available technology.
 
Because the area lies between 500 and 2000 meters in elevation and
 
because it experiences less rainfall than the low jungle it has a
 
productive potential associated with semi-humid sub-tropics. The
 
area is thus free of many of the soil fertility and disease problems
 
associated with the low jungle.
 

The last ten years have seen a push to build trunk roads
 
linking the Ceja de Selva with the populous markets of the coast.
 
San Ram6n and Satipo now enjoy a road link with Lima which can be
 
traversed by truck in one day. The upper Huallaga river valley,
 
centering on Tingo Maria, enjoys similar access and the marginal
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jungle highway tying the north coast to the upper Mayo and lower Mayo/
upper Huallaga Central is now open for intermittent traffic. In early
1978 it will be completely operational. The remaining Ceja de Selva
 
area, one with perhaps the most potential in lumber, livestock, and
agriculture and the greatest capacity to absorb and employ population

from crowded areas is the Central Selva zone. 
 However, there is
currently no land route to this area and there are no roads within

it. A trunk road is being built but the rate of construction is slow.
At the present rate of construction there will be no access until 1980,

except by air or river boat.
 

While the Ceja de Selva remains under-exploited, poverty in
the Sierra persists, the price of domestic food rises along with
 
accelerated food imports. 
 Efforts to boost production in the

coastal area are increasingly expensive and bring lower returns as
the most favorable opportunities are exhausted. Harsh physical

conditions and an unfavorable ratio of land to population argue
against overloading the Sierra with development resources which may

not be readily absorbed. By contrast, the Ceja de Selva's unused
 
resources and low population density invite development investment
 
as land linkages with coastal markets become a reality.
 

For these reasons development of the Ceja de Selva has gained
a high priority in recent years. 
The area meets the tests of produc­tive capacity and ability to absorb population. It can provide oppor­tunity for achieving social equity through development measures 
that
 
are difficult to attain in the over-crowded coast and sierra. 
It is
important to note that, in adopting for the first time a comprehensive

population policy, the GOP recognized the need to settle sparsely
populated zones so as 
to create new areas of agricultural and

industrial development and to support decentralization within a
 
policy of regional development.
 

There are few, if any, opportunities for investment in Peru's
rural sector which meet the established criteria as well as 
investments
in the Ceja de Selva. 
The area can produce a wide range of cornmodities

which are now imported and it can absorb large numbers of rural people

from crowded areas. 
With basic rural services and transportation

facilities it is possible to raise the level of 
living both for its
 
present sparse £ipulation and for newcomers. 
 Because the incomes of
the present rural population are nearly as low as 
those of prospective

new settlers and because there is a clear opportunity for raising those
incomes to 
the benefit of the entire Peruvian economy, this project is
particularly attractive from the standpoint of GOP policy and is
 
consistent with AID's mandate.
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Although the Project area is in the lowest quintile of the
 
USAID's poverty study (a composite of 10 factors, including, inter­
alia, income, housing and education was used) it has long been arked
 
as an area of outstanding agricultural potential. The combined
 
Huallaga Central and Bajo Mayo areas encompass a substantial portion
 
of Peru's best land, as shown below:
 

Table (IIA)I
 
Available Crop Land by Class and Percentage
 

in Project Area
 

Class Total* In Project** %in Project 
PER1 Area Area 

I 177,000 hectares 14,852 hectares 8.3 
II 532,000 " 49,087 " 9.2 
III 1,100,000 " 47,868 " 4.3 
IV 1,800,000 " 18,569 it 1.0 
V-VI 15,700,000 " 88,857 " .5 

* Source: World Bank Agricultural Sector Assessment, 1975. 
** Source: FAQ Study of Project Area, 1973. 

Climatic conditions are nearly ideal. Annual rainfall varies
 
between 819 mm and 1518 mm and is generally distributed evenly through­
out the year, permitting double cropping on most of the land. The
 
average annual mean temperature is 25.4 centigrade with a high of
 
26 in December and a low of 24.3 in July.
 

Given these conditions it is understandable that the Project
 
area has been the subject of intensive study and a source of hope
 
for development planners. In 1960 a study of agricultural potential
 
was completed by SCIPA (Servicio Cooperativo Interamericano de Pro­
ducci6n de Alimentos) and the International Cooperation Administra­
tion in order to support development of a road network. This study
 
covered all of the Department of San Martin, and identified the
 
Project area as suitable for immediate development. While for most
 
of the Department the study was only a profile or reconnaissance,
 
it included detailed studies of population and soil characteristics
 
in the Huallaga Central/Bajo Mayo area. It also attempted to identify
 
appropriate areas for specific crops. At the time of this study San
 
Martin counted a population of 150,000 and, based primarily on
 
productive capacity in the Project area, a population of 1,000,000
 
was predicted.
 

As an outgrowth of the SCIPA Report, a more intensive study
 
of the Project area was undertaken by FAO and was published in 1970.
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Using detailed soils studies, the FAO Report confirmed much of the
earlier information and suggested an ambitious multi-sectoral develop­ment scheme which would have included elements of hydro-electric power,
housing, education, roads, extension, and marketing. 
 The
total investment required was more than $237,000,000 in 1970 dollars
with $123,339,000 to 
come from concessional loans.
 

Clearly such levels of investment were not to be found for a
single project in an isolated, sparsely populated region. 
 (In 1970
construction was stalled on the Tarapoto-Rio Nieva highway which was
designed to end the isolation of the area.) 
 Nevertheless, individual
elements of the proposed investment were and are advisable. 
Of
particular value were the suggested investments in productive activities
e.g. credit, transportation, extension, research, and land tenure. 
For
the long term development of the area, its natural hydro-electric poten­tial should also be tapped, as the FAO Report recommends. It appears,
however, that the total investment deemed necessary 
was bloated by the
inclusion of expensive social infrastructure. 
At any rate, no action
was taken to secure financing for the region.
 

In 1977 the COPERHOLTA (Cooperative Peru-Holland Technical
Assistance) project personnel developed a proposal for accelerated
development of the region. 
The preparation of the proposal followed
the submission of the USAID PRP and contains most of the same project
elements which were presented to AID/W in November, 1976. 
 In addition
the COPERHOI!rA document suggested investment in campesino training
facilities and agro-industrial units. 
 It omitted investments to solve
land tenure problems and differed from the PRP estimates of relative
investments in various project elements. 
The differences between the
two very similar project proposals were resolved during the intensive
review, the results of which are included in this Project Paper.
 

B. DETAILED DESCRIPTION (See Logical Framework Annex D) 

1. Goal
 

The goal of Peru's agricultural sector 
is to increase
productivity, incomes and employment in the agricultural sector. 
This
Project contributes to the goal by seeking significant per capita
productivity increases in 
an area which contains nearly 10 percent of
Peru's best agricultural land by bringing more land into production
both through the expansion of existing farms and the establishment of
new farms and by increasing rural employment, all of which will be
verified by Project and National Census data. 
In expanding the farming
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area and establishing new farms the continued mobility of the agri­
cultural labor force is assumed. No direct effort will be made to
 
organize new settlement; however, land titles and other essential
 
services will be available to new-comers now filtering into the
 
Project area at the rate of four to six families per day. Not all
 
of these are prospective settlers in the near term. Some are migrant
 
laborers who may later return to claim land.
 

Another assumption important to the achievement of the
 
goal is that prices in the agricultural sector will keep pace with
 
the rest of the economy. It is believed that the products of the
 
Project area will continue to enjoy attractive market prices since
 
the principle crops are supported by official prices and are important
 
to Peru's balance of payments. Moreover, growing population centers
 
are creating a high demand for a wide variety of secondary crops.
 

2. Purpose
 

The purpose of this Project is twofold. First it is intended
 
to increase agricultural production. Second it is to establish and
 
test a low-cost methodology for achieving optimum use of land labor 
and capital in the high jungle. This will be accomplished by an
 
expected increase of more than 100% in agricultural production based
 
on the expansion of land in crops to 69,000 hectares (from the present
 
43,000), continuous cropping of aleast 23,000 of these hectares, and
 
establishment of permanent pastures and tree crops on another 50,000
 
hectares. Credit and extension services will be made available to at
 
least 15,000 farmers on a regular basis. In addition, the Project,
 
by the time of its completion, should have produced two feasible plans

for replication of this project in similar areas of Peru where resource
 
studies based on data and experience gained in this project have been
 
conducted. Evaluation of this Project should provide valuable planning
 
data for replication.
 

To verify the end of Project status and achievement of
 
purpose, remote sensing may be Employed with ground-truthing to
 
determine actual land in crops, by crop type and by season. Such
 
data will be supported by MINFOOD, AGBANK and Project records and
 
surveys.
 

Assumptions critical to achievement of Project purposes
 
are: (a) that trunk roads leading to major markets remain open to
 
permit EPSA (or private buyers) to purchase area products; and (b)
 
that there will be no major climatological disruptions beyond a
 
possible year of semi-draught during the life of the Project.
 



3. outputs
 

Outputs of the Project will be an improved, expanded and
articulated road system linking the major valleys of the Project area
to the trunk highway. 
 In all, 76 km. of roads will be improved by
surfacing for all-weather traffic, installing or repairing culverts,
bridges and ditching. 
Another 98 km. will be constructed with
minimal all-weather surfacing, drainage and ditching. 
 Then, to link
the valley roads south of the Huallaga (See Map, Annex II) with the
trunk road located north of that river, 
dependable river-crossing

facilties will be provided in the form of flat bottomed, shallow
 
draft, diesel powered transport barges.
 

Certificates, titles and contracts giving right of
occupancy to the land will be issued or verified and registered for
about 15,000 farm families in the 
zone - the 11,200 now in the area
and an additional 3,800 expected to settle. 
It is universally agreed
that this step is necessary to stabilize farming and qualify farmers
for formal credit through the AGBANK. 
The credit system (AGBANK)

will be improved by establishing two new offices, increasing autonomy
of operations, adding personnel and providing transportation and
ancillary equipment. In addition, a special fund for land clearance
sub-loans will be established, short-term production credit will
expand and other medium to long-term farm improvement credit will
be made-available through a World Bank loan.
 

The Project will establish one farm machinery center
and three sub-centers equipped with tractors, implements and maintenance
capacity to clear 23,000 ha. during the life of the Project and prepare
for planting the same amount of farm land on an annual basis. 
Long­term technical assistance will be provided to make this activity

self-sustaining and capable of expansion from its own resources. 
 The
centers will also provide harvesting services in the form of simple
stationary threshers. Soil preparation and harvesting have been
the two serious bottlenecks in the labor-short Project area. 
More­over, as 
the land under continuous cultivation expands, labor scarcity
will continue to be a fact of life. 
One effect of the machinery
service will be to enable more farmers to plant and harvest more
 crops and to make more efficient use of scarce labor in the inter­
mediate tasks of tending them.
 

The Project will create a network cf collection centers
from the present two installations with 4,000 MT storage capacity
to a system of four facilities with 9,000 MT sLorage capacity and
improved systems for cleaning, drying, loading, handling and shipping
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grain. Lack of markets has depressed production in the past. EPSA,
 
though officially committed to, and financially capable of, buying
 
specific conmodities, had no economical means of storing or shipping
 
those commodities to outside markets. Hence it has had to turn away
 
prospective sellers or risk heavy losses. To attain the purpose of
 
increased production, this bottleneck must be broken.
 

The extension service will be expanded gradually from its
 
present 40 extension agents to a total of 70, backed by 20 agronomists
 
now working in the Project area. Preliminary estimates of the number
 
required were much higher - about 130 - but the concensus of project
 
planners and administrators is that a better trained, well equipped
 
service with fewer agents would serve more efficiently the need of
 
Project area farmers. These are being formed into "producers' nuclei",
 
groups of farmers with similar interests and needs, in order to use more
 
economically the scarce manpower available to the extension service.
 
The Project will provide vehicles and improve the roads needed for the
 
agents to reach the nuclei. A project of the Government of the Nether­
lands, COPERHOLTA, has trained most of the agents now in the area and
 
will gear its future efforts toward agronomic research and training of
 
new personnel.
 

A final output of the Project will be two resource studies
 
of similar high jungle areas for replication of the Project. Remote
 
sensing and on site verification of satellite imagery will be employed,
 
if feasible, to improve the ability of ERTS or similar systems to
 
identify and map soils, gradients, ground water, roads, trails, crops,
 
vegetation and other aspects of the resource base. When ground-truth
 
is established such systems should be able to provide project
 
administrators with accurate, timely information on the area planted
 
to all crops, the status of those crops and their probable yields and
 
times of harvest. This data can then be stored, refined and retrieved
 
to be applied to resource analysis of similar areas, thus reducing the
 
cost of resource evaluation in planning. (At least $4.0 million in
 
1970 dollars has been spent on the various resource evaluations of
 
this Project area.)
 

Critical assumptions of the foregoing outputs are (1) that
 
a minimum amount of loan financed technical assistance in the fields
 
of marketing facilities and farm machinery will be available and
 
acceptable to the GOP; (2) that, the current severe austerity measures
 
of the GOP will permit hiring new personnel for the Project area by
 
1979; and (3) that conflicts over land tenure will be minimized.
 

All three assumptions have been discussed at length with
 
the appropriate Ministries and planning authorities. Regarding the
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III. PROJECT ANALYSES 

A. TECHNICAL ANALYSIS 
1. General
 
The Project is intended 
 to provide economic infrastructure 

to a potentially rich agricultural area which, in 1978, will have
unrestricted access to markets for the first time. Further, the
Project is designed to stabilize and modernize agriculture to provide
an economic basis for financing social infrastructure at a later 
time.
 

Six basic, related interventions of an economic character
 
have been identified in a series of studies 
of the project area.
In the process of selection, other interventions such as health,

education and sanitation were examined to determine if their present
state of development would present an obstacle to economic growth
and, if so,what steps should be taken to overcome the impediment.
It was determined that primitive potable water and waste disposal
systems may present health hazarda in certain rural communities.
 
Though there is little recognition of the problem among the people

of the Project area an evaluation of the magnitude and character

of the problem leading to a specific project for its solution was

deemed necessary. Therefore a U.S. 
 voluntary organization with
experience in this field was invited to investigate the possibility
of an OPG to provide environmental sanitation systems and education.
 
Reactions were positive and a preliminary field evaluation has been

made. A provision for this activity appears in the Mission's Annual
Budget Submission. The OPG will function under a separate arrange­
ment with the Ministry of Health which now maintains over 40 medical 
posts and three hospitals in the zone. Both the Ministry of Health
in Lima and health officials in the zone have indicated full support

for pilot activity which can be expanded 
 if experience dictates. 

Educational services are adequate, comparing favorably
with other regions of Peru. The average teacher/student ratio is
1/3? in the Project area as a whole. Primary and secondary educa­
tion are widely available. In addition, one normal school prepares
teachers, three Agricultural High Schools produce mid-level agri­
cultural technicians, and the Ministry of Education plans to open
a Superior Eucation School in Tarapoto, the principal population 
center of the area. 

This Project concentrates on conventional, interrelated
 
interventions that are basic to creating a market-oriented agri­
culture in what is now a semi-populated area of subsistence farming.
Each of the technologies to be applied have forward and backward
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linkages one to the othe, and attack a series of constraints thathave combined to inhibit economic progress in the zone. 
 Itis
essential to understand the context in which these interventions
will be applied. 
 7he Project encompasses an area which is already
sparsely settled and has a
in fa ming growing population which is engaged
and livestock production operations. Nearly 
all farmactivities have a subsistence orientation and many are semi-nomadic
in character, creating confused tenure patterns.
in short supply. Iabor is seasonably
Farm machinery and even the use of animal power is

virtually absent except in transportation. 
Poads are few and poorl
markets are distant and limited in absorptive capacity.
agricultural credit is confined to less than a third of the farm
 

Use of
 
population because it depends on the existence of cash markets and

stable land tenure patterns. 
 A minimal extention infrastructure
 
Virtual isolation and the absence of highways linking this area to
 

has been created to respond to the foregoing set of conditions.
 
wider markets have, of course, been the principal obstacles to
development 
 Because the isolation will be broken in early 1978
it is believed that the Project is timed appropriately to attack
the remaining constraints. 

The Project is not a colonization project. 
No attempt
will be made to organize or encourage in-migration even though the
bestswailable judgements indicate that there will be a
3-5,000 families as a net gain ofresult of migrations that have already begun.he Project will, however, be able to accommodate the present
population and newcomers with land titles or certificates of po­session and other services on an equitable basis.
 
2. Viming dCoordO 

Inter-
With the foregoing concepts in mind, the Mission, in
concert with the MinFood, INP and other agencies, has examined
carefully the project inputs to assure timeliness and complementarity
and to identify degrees of inter-relationship between project elements
in phasing project inputs. 
 The purpose was 
(a)to identify which
Project elements must be iUnplemented rapidly in order for the Oroject
to achieve its purposes and goals andl 
(b) to identify elements
which should be implemented later or step by step in order to achieve
greater returns 
on actual funds invested. 
 The procedure used was to establish broad categories of interdependence and, within those
categories, to assign nunerical scores from zero to ten.
II below, Project elements appear in the vertical colu. 

In Table(l1z A)Z
elements, this tine denominated Ie ame"counterpart elements" appear in
the horizontal row. 
Rading across the table provides a judgement
on the extent to which each element (counterpart element) affectaeach other element. 
The vertical columns give an overall judgement
 



Table (III A) 1 

INTERDEPENDECE OF PROJECT ELE4ENTS IN PHASING OF OUTPUTS 

Counterpart Element 
,Roads Mach. Cred. Ten. Ext. Res. Mkt. Dependence Score 

Roads No No No No N 0 

machinery H10  S2 S3 S2 S3 26
 

Credit P H P3 N H 28
P4 4 9 3 0 

Tenure $2 No 
 N0 N0 N N 2 
JJ 0 0 

Extension 
 P5 S2 S3 P7 21
S2 

Research S1 S N No 

Marketing 
 P5 S3 $3 No No
S1 12 

Numerical
 
Impact Score 23 10 17 13 
 9 9 13
 

H Heavy Interdependence: Element cannot meet any targets without prior implementation(8-10) of counterpart Element or collateral implementation.
P Partial: Element would be limited significantly in meeting its targets by failure
(4-7) to implement counterpart Element. 
S Slight: Effectiveness of Element in contributing to purposes and goals would be
(1-3) reduced by failure to execute counterpart Element. 

N - NORE: Element is independent of counterpart element. 
(0) 
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on the importance of specific counterpart elementof to achievementthe overall Project purposes and the successelements. impact score shows 
of other ProjectThe the degree to which the entireProject depends on any given element. The dependence score atthe end of the horizontal row shows the degreeimplementation to which theor success of a particular element depends upon
the other Project (counterpart) elements.
 

Conclusions 
higher the impact score, 

to be drawn from this model are (a) thethe more rapidly an element should beimplemented because other elements depend on it for success and(b)the lower the dependence score, the more rapidly the elementcan be developed without reference to other factors. 

The Project elements can then be ranked according toscores, as follows: 

Element 4pndence
 
Roads 
 23 0Credit 17 28Tenure 13 2Marketing 13 12Machinery 
 10 
 26
Extension 
 9 
 21
Research 9 
 5
 

Conclusions
 

a. 
Roads and river crossing facilities are critical and must
be developed as 
rapidly as possible. 
 They can be built independently,
without waiting for other Project elements. 

b. 
Lend tenure problems must be attacked immediately.
of credit and, ]he usein turn, the employment of machinery dependnalization on ratio­of tenure. The problems associated with tenure canresolved without bereliance on other project elements. 
c. Research should go forward with minimal dependenceproject elements. on other(This is a continuing activity of the COPERHOLTAProject). 

d. The marketing (collection centers) element isto the functioning of the whole Project but depends 
important 

elements to enable it on otherto work at full capacity. his element canbe developed gradually or in phases.
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e. he extension system should expand gradually as roads,credit, machinery, secure tenure, and markets increase the 
effectiveness of services. Anextension 	 immediate build-up of
personnel early in the project would little.gain However, 
means of transportation should be secured for the agents now

working in the area. Other supporting equipment should also
 
be procured early.
 

f. Full use of medium-term, land clearing credit is highly

dependent on markets and land tenure and will be 
 influenced by
several other project elements. Credit is critical to expanded

use of farm machinery. A small initial disbursement of credit

funds for sub-lending should be made to accommodate existing

demand. hereafter, gradually larger disbursements should be
 
made according to the progress 
of other elements. 

g. Machinery services should expand gradually. The Project

should start by constructing and equipping operations centers

which will serve areas of 
greatest productive potential. qhese
centers will permit greater efficiency of operations by decentraliz­
ing maintenance and repair services. When progress on roads and

land tenure is apparent, tractors, trucks and other equipment

should be procured. 
 The total amount of tractors and related

equipment should be divided into at least two parts with 

delivery in the second 

one
 
year of the Project and one in the third
 

or fourth.
 

3. Technologies to be kAplied 
(a) Poads (See ap, Pnnex B Exhibit I 

(i) 	 Current Situation 
There is only an informal system of trans­

portation pricing within the Project area. Prices vary accoraing
to the needs and means of shippers, the condition of the roads 
at the time of shipment, alternative modes boat, truck, mule or
horse) available and the supply of vehicles and fuel. 

Transportation costs are generally high,

whether paid in cash or performed "in kind" as in the case of
producers who spend several days going to from marketsand 	 with one or two mules loaded with small quantities of grain. Isolated 
farmers sell their corn at S/. 4.00 to middlemen who are willing

to undertake its transportation to market where its value isE/. 12.00/Kg. The S/. 8.00 profit is often representative of the
 
real transportation cost from isolated farms to central markets. 
Where roads are bad, truckers are willing to enter only at a high

price and producers are willing to sell for cash far below

guaranteed prices to avoid making several long round trips to 
market with small amounts of grain. 
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Reasonable and predictable transportation
prices prevail only along established all weather roads between
major population centers and between airports which permit the 
use of light planes. In the latter case there is a load limit
of 600 Kg., insufficient for more than a trickle of agricultural
produc+s. At a cost of S1. 7,000/hr. 4 light plane carrying 
cargo from San Josd de Sisa to Tarapoto (one hour round trip
including take-off, landing and loading) would have to charge
S/. 5.00/kg. for such cargo, if 50%backhaul savings are assumed. 

Secondary rivers which feed the Huallaga 
carry boat traffic only in the wet seasons. Dug-out canoes withoutboard motors can haul up to 500 Kg. during these times at a 
cost o' S/. 2,000/day, including fuel, maintenance and payment
of the operator. The time required for the return trip is charged
to the shipper. Thus a shipment from San Josd de Sisa to Bella­
vista, a distance of 50 Ks. by river would cost about S/. 4.00/Kg.
in addition to the cost of the time of the producer who would have 
to accompany the shipment in order to sell it. Moreover the risk
of damage to the shipment from leakage, spillage or rain adds 
to the cost. Even this costly and risky means cannot be used
when river levels are low as they are in June, July, November andDecember, months coinciding with harvest times because of the 
dryer weather. It is little wonder that farm gate prices of 
grains in isolated areas are as low as one-third of their market 
price. 

Within the project area existing road 
network consists of: 

- The central highway, called the marginal jungle highway

which connects Juanjui in the South to Tarapoto in the
North following the Huallaga river. A loose-surface all
 
weather road, this 35 Km. 
stretch of highway carries car
 
and truck traffic year round.
 

- A dry weather dirt road from Sacanche near Juanjui on
 
the marginal highway, North-west to Saposoa, a distance 
of 19.6 Km. 

- A dry weather dirt track beginning at Pucacaca on the 
marginal highway and leading 10.3 Kin. westward. 

- A dry weather, dirt road from Bellavista to San Pablo 
in the Sisa River valley and connecting with the marginal
highway. This 34 Ym. road is 3n poor condition and in 
need of extensive repair, drainage works and bridges. 
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- A privately constructed 35 in PbnazaYK. dirt road the 
liver Valley. This road starts South of the Huallaga.
It does not connect with the marginal highway. 

- A dirt track from Buenos Aires, on the marginal highway,
westward 21 Km. to Paujilzapa following the river of the 
same name. 

- A system of marginally all weather roads connecting Iamas, 
Cknumbuque and Tarapoto through the linkage of the marginal
highway. hese total 21 Km. in the vecinity of Tarapoto. 

- A new road under construction from Shapaja to Chasuta. 

External roads leading to larger coastal and jungle
 
markets are:
 

- The Tarapoto-Rio Nieva highway, now in its final stages
of construction, which links the zone with Trujillo and 
Chiclayo on the North Coast. 

- The southern extension of the marginal highway which leads 
from Juanjui through Tingo Maria to Lima. South of Juanjui
this all weather highway is not serviceable because of a 
lack of bridges, The Ministry of Transportation and Com­
munications estimates that two to three years will be needed 
to bring this road into service. 

- The highway from Thrapoto to Yurimaguas. Zhis route has 
served as the most important exit for products of the zone.
Goods have been hauled to Yurimaguas to be loaded on boats 
bound for Iquitos or Pucallpa. In the latter instance the 
cargo is reloaded on trucks for the trip to Lima. This 160 
Km. is increasingly less serviceable. 
 Thus far in 1977 it has
 
been completely intransitable for two periods sufficient in
 
duration to occasion emergency airlifts of fuel to Tarapoto

and of corn from Thrapoto to Yurimaguas and Trujillo.
 

Costs of transportation are divided into two categories­
those within the zone and those between the zone and larger markets. 
These categories are further divided into costs 
for land, water and
 
air transportation, as shown in Table 
(III A) 2.
 

Within the zone, estimates are based on specific known 
costs between Tarapoto and Juanjul for land and river transportation
and on known light plane fares as of June 1977. Nhere transportation
exclusively by one means is impossible, i.e. where combinations of
air, river or roads must be used, no estimates are attempted. 



Table (III A) 2
 

TRANS POIfTAT'ION COSTS 
SAN
 

TARAPOTO LAMAS PUCACA PICOTA CUZCO BELIA- JOSE DE JUAN SAPO-
VISTA SISA JUI SQA

*ITARP .25 .50 .50Lad - .75 - 1.00 2.50 
**Water - ­ 6.00 2.00 5.00 - ­

* **Air ­ - 4.00 5.00 1.80 6.00 
land .23 .75 .75 - 1.00 - 1.25 2.75 

LAMAS Water -...... 

Air ... -
Land .50 .75 .25 .50 4.50 .75 2.00PUCACA Water .50 4.00 .75 -
Air - 1 _ 
Land .50 .75 .25 s-.50 - .75 2.00PICOTA Water .50 - .25 4.00 - 3.00 .75 -

Air - -

CUZCO Water 8.00 - 6.00 6.00 O 4.00 8.00 6.00 8.00 
(Biabo Valley) Air ..... . 

Iand .75 1.00 .50 .50 
 - . - .50 2.00
BELLAVISTA Water .75 ­ .50 4.00 3.00 .50 -
Air 5.00 - ­ - 3.00 1.00 -
Land - -_- .-

SAN JOSE DE Water 5.00 - 3.50 3.00 8.00 3.00 5.00 8.00 
SISA Ai r 5.00 - ­ - - 3.00 5,000 ­

land 1.00 1.25 .75 ­.75 .75 - ._ 1.50
 
JUANJUI Water - ­ .75 6.00 2.00 5.00 

Air - ­ - 4.00 5,0 
Land 2.50 2.75 2.00 2.00 - 2.00 - 1.50 +4r 

SAPOSGA Water . 8.00 - 8.00 -Air 6.0....
 

Source: Ministry of Transportation 

* up to 8 ton single axel truck 
I -t or canoe
 

* Light, single engine aircraft, except 4 engine prop. aircraft between Tarapoto, Bellavista
 

and Juanjui
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- Between the Project area and outside markets the
 
rates are as follows in Soles/Kg.:
 

VIA 
From to 	 landAir 	 River 

Tarapoto Yurimaguas 	 2.502.60 	 3.00*
Yurimaguas Iquitos 3.00 N/A .90 
Tarapoto Chiclayo 7.50 2.80 N/A
Juanjui Idma 10.35 6.00 N/A
Tarapoto Lima 10.35 5.90 N/A

Tarapoto Iquitos 5.00 ­ 4.00***
 

* 	 Source: Ministry of Transportation Estimates 

** 	 Includes land transportation to river point below rapids at
 
Chazuta S/.l.00.
 

* Includes transhipping costs at Yurimaguas S/. 0.10/Kg. 

(ii) Project Response
 
The Project will not finance improvements

of 	the major routes leading from the Project area to external 
markets nor will it finance major highway construction within
 
the Project area. The P-roject is intended only to finance the

improvement and extension of six secondary penetration and
roads 

their physical linkage with 
 the marginal highway to facilitate 
commerce. 
 hese were selected for construction or improvement
 
on 	 the basis of the amount of arable lard in each of the valleys
in 	 the Project area. The work will be done to the minimum specifica­
tions consistent with GOP policy and will be graveled or surfaced 
with selected material to give year-round service with proper
maintenance. 
 The Project provides for acquisition of maintenance
 
equipment which will be operated by ITC on a regular servicing
 
schedule.
 

Arable land is concentrated in river valleys

whIch lack adequate roads or road linkages with the marginal high­
way,. In order of size these a r e: 

lend Classifications Ym 	Poads 
(lectares) 	 to be
 

I 	 II III TOTAL Improved Construct d 

The SISA Valley 18,290 14,750 33,040 34 35.5 
The BIABO " 3 10,752 2,075 12,827 31.8 
The PONAZA " S 5,900 2,385 8,285 30
 
PUCACACA : 2,544 1,860 4,414 10.3
 
BUENOS AIRES : 3,730 360 4,090 12.5 
SAPOSOA 9,830 ­t 	 9,830 19,6
 

72,486 76.4 97.3 
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here are other areas of highly fertile soils near Juanjui and
Tarapoto which will not be afforded new roads because they arecontiguous to existing roads or navigable rivers and have access 
to markets.
 

Road improvement within the Project area
would have been wasted while the area remained isolated from the
rest of Pere.. Breaking the isolation, however, 
 will have a chainreaction which will make internal road improvement economicallyfeasible and indispensable to the 	development theof 	 area.first element of the chain reaction has 	
7he 

already begun the entry-of new 	settlers, at a rate of 5-6 famili.es a day, seeking land
in the interstices of semi-populated areas. The second will be
the entry of 
 large numbers of transport trucks bringing merchandiseheretofore brought by air, and seeking cargo for the return trip.The arrival of trucks from the coast will havu two effects: itwill lower the real cost of fuel, consumer goods and agricultural
inputs and; it will relieve the pressure on agricultural storage
facilities, permitting EPSA to buy larger quantities of grainwith the assurance that it can be shipped to outside markets. 

The entry of new settlers will gradually
end the semi-nomadic practices of slash and burn agriculture,
particularly on higher 	quality soils. Heretofore the luxury ofabandoning cleared land was universal, one could always returnit in a few years. But with newcomers hungry for land, this will
to 

be a risky practice. 
 Stable farms will result.
 

Without the road element, the benefits
of these phenomena will be apparent only where there is easy
access to markets, e.g., 
near the marginal highway. 
Here, competi­tion will tend to keep freight rates within reasonable limits and
the cost of inputs down to allow stabilized farming practices.
Without the Project, this applies to only about 40% of the cultivable
 area of the zone, that which is contiguous to the marginal highway.
With the Project, the benefits will accrue 	 to the remainder of the 
zone.
 

(iii) 	 Capita]vs. t abor lntnsive ethods 
(Food for brk)
The project area is characterized by a
paradoxical labor shortage and substantial structural underemployment.
This unusual juxtaposition stems thefrom variation between highlabor requirements during peak seasons of planting and harvestingand low labor requirements during the growing season. During peakseasons family labor is fully employed while during the growing 

http:famili.es


- 28 ­

season much of it is idle. Peak seasons coincide roughly with
 
relatively dry periods while 
 slack seasons occur times of heavy

rainfall. Road construction 
would also tend to follow the
seasonality with more 

same 
work possible in dry months and less during
 

the wet months.
 

The composition of the labor force also

influences the possible mix of vs.
capital labor intensive methods
of construction. About two thirds of the available labor is

provided by women, youth and children. 9his type of labor is
 
used for relatively light, if tedious, tasks on farm and
the 

would not normally be available for heavier road construction
 
work.
 

A third factor influencing the technology
to be applied is the degree to which the project depends roadsfor the effectiveness 

on 
of its other elements. It has been determined

that roads are critical to the success of all major project elements 
and so should be built as rapidly as possible. 

Because of the three factors mentioned 
above, capital intensive methods of construction will predominate.

Enphasis will be on developing and articulating the road network

in the shortest possible 
 time without undue dependence on the local
 
supply of unskilled labor.
 

It follows, therefore, that Title II
Food Donations will not be employed in this project. 
 There are
 
two additional reasons for this omission. 
First, it is likely

that private contractors will be employed to perform a significant

amount of the road work. Coordination of Food-for-Work activities
between the contractor, the MTC, PVQ' s and local workers groups
would be administratively cumbersome. 
 Second, warehousing for

food commodities will not be available until later in the Project

when most road construction should have been completed.
 

(iv) Fixed Amount Reimbursement
 
The Mission has discussed internally


and with the MTC the possible use of fixed 
amount reimbursement
(FAR) methods for financing roads. Internally, the Mission concluded 
that FAR is not well suited to road construction of the type
envisaged, primarily because of the wide variations in terrain and
building conditions in the Project area and the detail that would
 
be required to give exact quantities and costs for each kilometer

of road in advance of construction. More importantly it is expected
that the road construction will be completed by private contractors

rather than directly by the MTC. 
This factor along with the projected

austere budgets for 1979 and 1980 make FAR financing impractical since
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an A.I.D. advance into a revolving fund will be needed to carry out
the proposed construction.
 

b) land nure 
land tenure rationalization is a critical
activity which must be accelerated to establish stable, commerciallyoriented farms which can take advantage of credit, mechanization
and markets. The Mission has determined that the proceduresto assign usufruct rights used(contracts of sale,session) certificatesare optimal and of pos­that additional personnelalong with and equipmentnew aerial photographs are needed to accelerate thepace of distribution. 
 hese are provided by the Project.
 

(c) Marketing
Farmers of the Project areasensitive have beento markets. highlyEPSA's promise to buy corn at a favorableprice in 1977 producci a crop of grain by mid-year which strainedall storage facilitie, in the andarea forcedtransportation effort. an emergency airA similar response is in the offing in
soybeans, which EPSA is offering to buy in anticipationof the new highway. of the openingThe development of grain storage and handling
facilities will be divided into two phases. 
 The first concentrates
on expanding existing facilities for reception, handling and 
 ship­ment of grain. 
In a second phase, storage facilities will be
improved to accept greater volumes and to 
store grain for
longer periods. As early in the Project as possible, loan fundswill finance consulting services to help design new facilitiesand develop specifications for compatible equipment.area will also benefit by the 

The Project
recent EPSA purchase ofand twenty 500 MT portable, inflatable 

ten 1,000 MT 
storage unitsjungle areas. for use inEarly in the Project, unforeseen storage needs will
be met by these units which will be available in early 1978.
Their purchase is independent of this Project. 

(d) FarmMchine,
Farm machinery services under this Projectare designed to break production bottlenecks, help stabilize tenure
patterns, and expand the area cultivated or exploited for agricultural
purposes. 
 In the past there has been an overemphasis in the zone on
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heavy machinery which could be used both for clearing heavy 
vegetation and for soil preparation. It was believed that 
bulldozers were safer and less susceptible to breakdowns. How­
ever, their operation is more expensive and less flexible than 
that of wheeled tractors. 

Keeping in mind the services that are 
required - principally land clearing, soil preparation, and 
harvesting - equipment pool composition had to be mixed. Bull­
dozers are needed to condition land that is already partially 
cleared or in danger of being swallowed up by jungle regrowth 
called "Durma" which starts when fields are abandoned. The 
basic operational concept is that bulldozers, equipped with 
rippers, rakes, brush cutters and rome plows will be used to prepare 
land for the subsequent use of lighter, more mobile wheeled tractors. 
They may also be used to recondition pastures by elementary brush cutting 
and weeding. These operations will take place after the original
 
forest (which is really secondary or tertiary growth) has been 
cut, burned and planted several times, but before it is abandoned, 
as in 	the traditioanl system. Rakes will remove large logs, rippers
 
will root out stumps and large rocks, brush cutters will remove 
light purina and rome plows will deep-plow to help maintain 
fertility. Following these operations, field conditions will 
permit the use of wheeled tractors on thousands of small farms.
 
For this, however, some additional conditions have to be created, 
as follows:
 

(i) 	 here must be adequate maintenance and repair facilities 
and field servicing capability. his implies a full 
complement of tools, spare parts and equipment for the 
machinery parks, as well as trained mechanics.
 

(ii) 	 There must be trucks for transporting fuel, tractors,
 
and spare tires; motorcycles for relief drivers and;
 
radios for rapid communication. 

(iii)Organized scheduling and programming of equipment utiliza­
tion in coordination with farmers will be necessary. 

(iv)A policy for providing services must be stated, to include
 
the following:
 

--	 Upper and lower limits on the amount of land that 
will be cleared or prepared for a single farm. 
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(e) Extension
 

Extension services will expand on an annual

basis, in concert with the growth of other services. The ability

of the farmer to take advantage of extension services is influenced
 
by credit, markets, and machinery, as well as the quality of the

service itself. A sudden jump in the number of extension agents
without improvement or expansion of other systems would mean wasting
human and material resources, and a concommitant discrediting of

the 	service itself. Each well-equipped agent should be able to

service at least 200 farmers in large groups. By 1980 there will

be 70 agents backed by 20 Agronomists to service between 11,000

and 15,000 farms, or an average of about 186 farms per extensionist.
 

4. 	 Maintenance Capability 
There are three Project elements which will require

maintenance beyond the end of the Project: roads, farm machinery
and 	 collection centers. The Project is designed to build in the
maintenance capability to sustain and expand the latter two through

training and technical assistance during the life of the Project.

Moreover, collection centers and farm machinery have an obvious
 
economic basis for continued operation and maintenance because

they will be providing services fundamental to production of
priority commodities will operated aor be on profitable basis. 

Road maintenance may be more problematic since,

nationwide, Peru's capacity for this activity limited terms
is in
of budgets, personnel and equipment. The Project will, however,
provide the basic equipment needed for optimum road maintenance
 
during the life of the Project and for some years beyond. In

addition, the Project is 
 providing the capacity for maintenance

of this equipment in SENAMA, s machinery parks. Further, the

equipment purchased 
 will be assigned exclusively for use in the

Project area, not to the nationwide equipment pool of MTC.
 

Limited equipment is assigned in order at priority,
based primarily on traffic counts or on emergency needs. A6traffic counts rise, the amount of maintenance effort follows
 
suit. 
The 	roads of the Project area are expected to carry

increasingly heavy traffic each year and hence, will merit intensified
 
maintenance under current guidelines.
 

5. 	Environmental Considerations
 

An environmental assessment has been completed indicating

that the project will have some negative as well as positive environmental
 
impacts on the project area. 
It is the opinion of the Project Committee

that an effective environmental resource protection plan is required to
 
address the environmental issues raised in the EA, which are further defined
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below. 
Therefore, the Mission will require the formulation and implemen­tation of an environmental resource protection plan which is responsive
to the environmental issues which were raised in the EA and in this paper.
This plan, which must be acceptable to A.I.D. in form and content, should
address natural resource conservation objectives by defining environmental
constraints and opportunities, conflicts between environmental and economic
goals, and programs and responsibilities for natural resource management.
Appropriate resource protection criteria are to be developed as necessary
and made a part of the plan. The Project's negative impacts are primarily
associated with the construction of 174 kms of road, the clearing of land,
and the settlement of an estimated 3,500 new families in the project area.
The following is a summary of the reasonably foreseeable environmental
impacts of concern which were identified during the project's environmental
 
assessment process.
 

Soil erosion is considered a possible negative environmental
impact although it is not identified in the Environmental Assessment
developed for this Project. 
The Project Committee has taken several steps
to assure that Project design will minimize this potential impact. 
 The
major impact of soil erosion will result from the land clearing element.
Currently, approximately 43,000 hectares are under cultivation, mainly
using destructive slash and burn techniques. 
 It is expected that during
the five-year project implementation cycle approximately 70,000 hectares
will be cleared, of which an estimated 45,000 hectares will be cleared
independently of the Project. 
The SENAMA land clearing operation will
be aimed at clearing secondary and tettiary growth rather than virginareas. 
 SENAMA will develop as a condition precedent specific eligibility
criteria for land clearing. Discussions with SENAMA officials indicate
that such criteria will specify maximum slope to be cleared, classes of
soil to be cleared (for example Class I, II, and III for crops and up
to Class IV for land to be maintained in permanent pasture) and soil
drainage characteristics.
 

A technical assistance package has been designed to develop
SENAMA's and the extension service's capability to assist farmers with
technologies aimed at limiting soil erosion (i.e., 
contour plowing,
contour planting, and measures to 
incorporate crop residues into the soils
to maintain soil organic matter 
levels). The extension service will have
seventy (70) agents in the Project area working directly with the Project

area farmers.
 

GOP and COPERHOLTA agronomists working in the area believe
that, by mechanically clearing land and using proper soil conservation
technologies as provided for in the Project, the effect on soil will be
positive as compared to 
current practices of slash and burn clearance
and seasonal stubble firing. 
 The Project committee recognizes that the
area will continue to contribute to water 
turbidity through increased
silt and nutrient loadings. 
 The safeguards incorporated into Project
design for land clearing are intended to be in line with best soil
conservation practices and will minimize soil loss, erosion and siltation.
On the whole, the Project will provide the technical assistance which
could reduce soil erosion to levels below those currently experienced.
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The EA identifies air pollution from the open burning of
 
saw-mill and agricultural wastes to be a significant potential problem.
 
However, there appears to be substantial doubt as to the validity of such
 
a concern. Agricultural extension programs aimed at training Project
 
area farmers in the use of waste for soil building are expected to result
 
in a reduction or elimination of the current practice of burning field
 
wastes prior to seasonal planting. Given an extremely low background level
 
of air pollution and an analysis of USAID Air Pollution Guidelines and
 
their applicability, it appears unlikely that Project area ambient air
 
quality will be adversely affected by the Project. The possibility exists
 
that air quality may, in fact, be improved relative to seasonal episodes
 
of fugitive particulate matter emissions from field burnings. Further
 
discussions on the significance of emissions from saw mill waste combus­
tion will be held with appropriate GOP officials to reach agreement on
 
a program of control should such a program be required.
 

The Project will provide for the clearance of vegetation

from approximately 20,000 hectares to be used as permanent pasture. 
In
 
addition, approximately 100 km. of right of way will be cleared for
 
construction of new single lane all-weather penetration roads. 
 It is
 
expected that clearance will mean a permanent transition from a generally
 
secondary forest type of vegetative cover to agricultural use. This
 
represents an estimated 2-3% decrease in the total Project area currently

under virgin or regrowth forest cover. Loss of this vegetative cover will
 
probably alter the existing ecological balance in and around the cleared
 
areas. In addition to the destruction of habitats through clearance,
 
ecological "niches" may be disturbed by the presence of human activities
 
and settlements.
 

As a consequence, the Project may have a detrimental effect
 
on the habitats of particular species of wildlife of interest of wildlife
 
management specialists. There appears to be a possibility that four
 
mammals currently on the U.S. Registry of Endangered Species, specifically
 
the Giant Otter, the Amazonian Manatee, the Jaguar and the Ocelot, may be
 
found in the general area of the Project. There remains a degree of
 
uncertainty as to whether these species may actually be found in this 
area
 
or whether past predation and/or current human settlement has already forced
 
these species from the area. Should these species be found in the Project
 
area, special provisions will be included in the environment protection

plan required as a condition precedent to assure that appropriate measures
 
are taken to preserve their habitats and provide for species protection.

The GOP has shown a great deal of interest in the area of rare and
 
endangered wildlife flora and fauna and will therefore be a willing and
 
helpful partner in planning for the conservation of these species.

Existing practices of land use and development are indiscriminately
 
destructive to wildlife and their habitats. The proposed Project will
 
provide for a systematic means of habitat protection with the potential
 
for long term, effective management of critical habitats.
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The loss of vegetation along riverbanks and its effect on
erosion and wildlife habitats is discussed in the EA. 
A linear "environ­mental quality corridor" composed of a minimum of 20 meters of undisturbed
vegetative cover will be assured by SENAMA as part of its land clearing
criteria. 
There appears to be some question as to the efficacy of such
a zone for the protection of the river bank and the terrestrial/aquatic
ecozone given that the river banks has been a primary focus of settlement
over the last 100 years. Further study in cooperation with the appropriate
agencies of the GOP, will be undertaken to assure that a river bank
conservation zone which is considered by A.I.D. to be adequate for purposes
of erosion control and wildlife habitat preservation is defined and
 
established.
 

The project committee has weighed these expected
negative impacts against the positive results expected from the project.
The total area of good arable (Class I, II, and III) land in the Project
area totals 119,000 hectares, which represents approximately 7% of all
good land in Peru. 
Over the years it is expected that all of this land
will be brought into intensive production, supplying czitically short food

commodities to Peru's urban centers.
 

Further, though new colonization is expected, the
project is essentially consolidating earlier spontaneous colonization
in the area. 
At this time 11,500 families already live in the project
area. The additional 3,500 which are expected to settle in the area
over the next five years represent a 6 percent annual population increase
for the project area. 
Given the general expansion of infrastructure
and services, existing and projected, there should be few major problems
in maintaining above average Peruvian living standards.
 

Road construction is planned primarily for valleys
which are tributary to the Huallaga River. 
These penetration roads will
be connected to 
the coast 
through Tarapoto by the jungle marginal high­way. 
The tributary valleys are spaced out over a considerable area
allowing for extensive natural greenbelts between the river valleys.
These areas contain soils not suitable to agriculture, but rather are
best suited for forestry. 
The project makes no attempt to develop these
areas, 
nor is any development of these areas expected in the future.
greenbelt areas as The
compared to 
land which will be cleared can be expressed
in terms of a ratio which is probably of the magnitude of 10 
to 1.
 

The penetration roads to be constructed (98 kms) will
be single lane 
- all weather roads. 
They have been designed so as 
to not
alter existing drainage patterns. 
 The remaining construction will be on
76 kms of roads which already exist but are not all-weather. These will
be upgraded to all-weather standards using the same design criteria as
 
the new penetration roads.
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A careful examination of the environmental impact of
 

the project, both the positive and the negative aspects, results in the
 

conclusion that the positive effects of rationale land use planning out­

weigh the negative environmental impact. Project design has taken into
 

consideration the negative impacts of project activities and incorporates
 

measures intended to minimize them. It is the Project Committee's
 

conclusion that the positive effects of the project are more than sufficient
 

compensation for the negative impacts anticipated. Available measures to
 

mitigate negative environmental effects of Project activities will be
 

identified and implemented pursuant to the environmental resource pro­

tection plan to be prepared by the GOP for the Mission's review and
 

approved.
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B. 
Economic and Financial Analysis
 

1. Financial Plan
 

and allocation. 
Table (III B) 1 shows total project invesment by source
Project funds (GOP plus A.I.D.) 
o a percentage basis
 are allocated as follows:
 

1. Penetration Roads 
 29.4
2. Road Maintenance 

3. Medium-Term Credit 5.6
 

18.5
4. Machinery Parks 

5. Marketing & Collection Centers 

14.6 

6. Land Surveying & Titling 
3.3 
3.27. ExtensionService 
4.5
8. Resource Studies 

.5
9. Project Direction 


1.9
10. Technical Assistance 

6.2
11. Inflation Factor and Contingencies 
 12.3
 

Total 

100.0
 

Infrastructure development is clearly the single most important activity
accounting for more than 50 per cent of total Project expenditures.
Production credit needs will be met from existing Agrarian Bank sources.
A co'.enant to the Loan Agreement will insure that such funds are
availabie .,, a timely basis.
 

Table (III B) 1 further shows that A.I.D. will investUS $19 
 million (75%) and the GOP will provide a counterpart contri­bution of US $6.5 million (25%). 
 During earlier stages of Project
design it had been anticipated that the GOP counterpart contribution
would be on the order of US $12 million. 
However, during the intensive
review it became increasingly obvious that the GOP would not be able
to meet the originally contemplated heavy investment due to a serious

economic situation.
 

Table (III B) 2 shows the estimated annual Project
investment to be made. 
The first Project year, after the initial
conditions precedent have been eet, is expected to be 1979.
the first year a relatively small amount During

(US $838,000) of funds will
be needed. 
The A.I.D. portion of these funds will be spent primarily
on technical assistance and engineering designs needed for the in­frastructure build-up. 
GOP contributions have been kept to a minimum
during the first year due to the projected austere national budget.
The GOP contribution during the first year is primarily aimed at
staffing offices which will manage the various Project components
and to the development of engineering designs for infrastructure
 

investments.
 



TABLE (III B) 1 

SUB-TROPICAL LANDS DEVELOPMENT
 

Summary Cost Estimate and Financial Plan
 
(Thousands of U.S. Dollars)
 

S O U R C E S 

A.I.D. PERU TOTAL
 

FX LC LC 

1. 	Penetration Roads
 
(Design, Construction & Supervision 7505
7132 373 


2. 	Road Maintenance
 
(Equipment, Materials & Personnel 
 1050 120 246 
 1416
 

3. 	Medium-Term Credit
 
(Fund, Equipment & Materials) 230 3000 
 1500 4730
 

4. 	Machinery Parks
 
(Construction, Equipment & Personnel) 
 3000 100 625 
 3725
 

5. 	Marketing & Collection Centers
 
(Construction, Equipment & Personnel) 
 430 30 380 840
 

6. 	Land Surveying & Titling

(Equipment, Materials & Personnel) 
 140 30 
 650 820
 

7. 	Extension Service
 
(Equipment, Materials & Personnel) 
 390 8750 
 1148
 

8. 	Resources Studies
 
(Equipment & Materials) 
 i00 	 20 
 120
 

9. 	Project Direction
 
(Equipment, Materials rEvaluation & 
 20 90 
 380 490
Personnel)
 

10. 	Technical Assistance:
 
- For Machinery Parks 
 660 	 30 
 690
 - For Marketing & Collection Centers 300 
 50 350
 
- For Land Surveying & Titling 
 -	 150 150
 
- For Resources Study 
 200 30 150 
 380
 

Sub-Total 
 E520 10540 
 5304 22364
 
Plus:
 
Inflation Factor and Contingencies 974 
 966 1196 3136
 

749 4 
 11506 6500 
 25500 

(19,000)
 
{74.5% ) (25.5%) (100%)
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TAME (IZI B) 2 

SUB-TIOPICAL LM S DEVELOPMT
 

Annual A.I.D. and GOP Disbursmenta 
for Project Implmentation V 
(Thousands of U.S. Dollars) 

Total
I XI III IV V 
 A.I.D.iGOP 

1. Penetration Roads
(Design, Construction £ Supervision) 320 3250 3740 88 75 8273A.I.D. 
 (320) (32507 (3410) (800) - (77801GOP 
 " - (330) (88) (75) (493) 

2. Road Maintenance 
(Equipment, Materials & Personnel) 
 - 600 794 100 130 1624
A.I.D. - (600) (744) -
 - (1344)GOP 
 " 
 - (50) 100 (130) (280) 

3. Medium-Term Credit(Fund, Equipment & Materials) - 850 1450 2340 
 770 5410
A.I.D. 

GOP 

- (700) (1050) (1280) (500) (3530)- (150) (400) (1060) (270) (1880)4. Machinery Parks
 

(Construction, Equipment & Personnel) 100 1600 1050 1206 314A.I.D. 
 (100) (1412) (800) (1000) (248) 
4270 
(3q0)
GOP 
 - (188) (250) (206) (66) (710) 

Marketing & Collection Centers
(Construction, Equipment & Personnel) 
 50 200 270 
 368
A.I.D. 124 1012(50) (100) (150) (238)GOP - (538) 
- (100) (120) (130) (124) (474)
 

6. Land Surveying & Titling
(Equipment, Materials & Personnel) 40 220 309 
 300 139 
 1008
A.I.D. 
 (30) (100) (59) - - (189)GOP 
 (10) (120) (250) (300) (139) 
 (819)
 

7. Extension Service
(Elmipxent, Materials & Personnel 
 90 220 400 
 376 260 
 1346
A.I.D. 
 (40) (100) (200) (116) 
 - (456)GOP (50) (120) (200) (260) 
 (260) (890)
 

8. Resources Study

(Equipment& Materials) 
 30 80 29 
 - - 139A.I.D. 
 (10) (80) (29)


GOP (119)
(20) ­ - - - (20) 

9. Project Direction
 
(Equipment, Materials Evaluation aPersonnel) A.I.D. 120 120 120(78) 100 134(20) (20) -- 594(118)
 

GOP (42) (100) (100) (100) (134) 
 (476)
 
10. Technical Assistance 
 88 500 520 530 
 186 1824
A.X.D. (30) (400) (420) (430) 
 (86) (1366)
GOP (58) .(100) (100) (100) (100) 
 (458)
 

Total 
 838 7640 8682 6200 
 2132 25500
 
Total A.I.D. 
 (658) (6762) (6882) (3864) (834) 
 19,000
 

Total GOP 
 (180) 
 (878) (1800) (2344) (1298) 
 (6500)
 

i/ The reserves for inflation and contingencies have been factored in each
investment category. 
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The heaviest years of A.I.D. contributions are the
 
second, third, and fourth years. It is during this period that
 
the majority of the Project's infrastructure will be developed
 
including penetration roads, machinery parks, and marketing centers.
 
As the infrastructure components are developed complementary
 
activities (extension, road maintenance, Project direction and land
 
survcying and titling) also expand rapidly.
 

The financial plan as presented holds GOP contributions
 
to a minimum during 1979 and 1980. Current projections anticipate
 
an improvement in the Peruvian economy by 1981. During 1981 and
 
1982 the GOP contribution reaches its peak. Most of the counter­
part contribution is to be used to finance continuing services to
 
the Project area, both during and after the disbursement period,
 
such as credit, Project direction, extension services, land surveying
 
and titling and road maintenance.
 

Table (III B) 3 provides a detailed breakdown of the
 
technical assistance component. The A.I.D. portion ($1,366,000) is
 
to fund approximately 20 man years of long-term loan funded tech­
nical assistance. It is anticipated that most of these funds will
 
be used to cover foreign exchange costs of the technicians. The
 
GOP portion W' US $458,000 is for contracting of engineering
 
services.
 

2. Recurrent Budget Analysis of Implementing Agencies
 

a. General
 

Budgeting within GOP Ministries begins within the
 
functional Directorates and zonal offices and is based on activities
 
and targets to be achieved in the course of a year. Budget requests
 
are examined by the planning offices of each Ministry at the national
 
level and are brought into line with overall availabilities established
 
primarily by the Ministry of Economy and Finance. Then, at the
 
operating level, adjustments are made in activity targets in accord­
ance with actual availabilities. Most of this work is accomplished
 
in the last half of each calendar year and an overall budget is
 
published in January, for the following 12-month period. Once
 
established, the budget of each Ministry is reasonably predictable
 
though adjustments may be made to allow shifts of funds from less
 
active to more active programs. Quarterly analyses are performed
 
to evaluate achievements against expenditures.
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TABLE (III B) 3 

SUB-TROPICAL LANDS DEVELOPMENT
 

Technical Assistance Cominnent I/
 
(Thousands of U.S. Dollars)
 

SOURCES
 

Application A.I.D. GOP Total 

1. Machinery Parks 
1.1 Management Advisor 

(3 man-years) 180 180 
1.2 Maintenance Specialist 

(3 man-years) 150 150 
1.3 Agricultural Engineer 

(2 man-years) 105 105 
1.4 Specialist on Soil Conservation 

(2.5 man-years) 125 125 
1.5 Engineering services 30 30 

Sub-total (1) 560 30 590 

2. Marketing & Collection Centers 
2.1 Agricultural Engineer, 

Specialist in Handling & 
Storage Facilities 
(1 man-year) 60 60 

2.2 Maintenance Specialist 
(2.5 man-years)

2.3 Engineering Services 
150 

50 
150 
50 

Sub-total (2) 210 50 260 

3. Resources Studies 
3.1 Specialist in Evaluation 

and Inventory of Resources 
(3 man-years) 230 230 

3.2 Professional Services 150 150 
Sub-total (3) 230 150 380 

4. Land Surveying & Titling 
4.1 Aerial Photographic 

Services & Maps 150 150 
Sub-total (4) 150 150 

5. Project Direction 
5.1 Management Specialist 

(3.5 man-years) 190 190 

Total (1) to (4) 1190 380 1570 
Plus: Inflation & Contingencies 176 78 254 

Grand Total 1366 458 1824 

1/ GOP portion is either for engineering design services or
 
personnel.
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Under the existing conditions of austerity and
inflation, Ministerial budgets are often inadequate. 
Near year's
end, for example, funds allocated for travel expenses are often
exhausted, even though allowances are kept below actual costs.
In addition, funds for new or replacement equipment are extremely

scarce and limitations on contracting and hiring personnel have
hampered achievement of planned targets. 
Such restrictions produce
inadequate provision for contingency costs or unforeseen expenses.
Thus, operating units often lack the ability to respond to emergency
needs and are somewhat inflexible as to the activities that can be
undertaken. Austerity is likely to be in force for some time to
come, with some relief possible by 1980. 
For these reasons, USAID
has structured the Project to minimize counterpart requirements

in the first two Project years.
 

b. MINFOOD
 

In 1977 MINFOOD has an annual budget of
S/.5,763 million ($72.0 million 
- US $1.00 = S/.80.00) of whiph
S/.825,100,000 ($10.3 million) is earmarked for investments. 
These
levels are consistent with past years and represent a reliable
basis for future projections. 
Each Food Zone and Research Center
is allocated a share of the MINFOOD budget based on requests from
the zones and centers which are tied to activities projected for
the year. A sunmary of the 1975-76 and 1977 budgets for Food Zone
 
IX appears below:
 

Table 
 Food Zone IX Budget (000 Soles)
 

Purpose 
 Biennial 1975-76 
 1977
 

Salaries 
 68,140 
 73,572
Materials 
 9,588 
 13,349
Services 
 70,316 
 16,931
Transfers 
 8,877 
 5,388
Capital Goods 
 12,430 
 3,800
 

TOTAL: 169,351 
 113,041
 

(US $3,387,000) 
 (US $1,413,000)
 

US $1.00 = S/.50 
 us $1.00 = S/.80
 

Start up costs for training, equiping and operating
the extension service 
during the Project (additional expenses) are

projected as follows:
 

http:S/.80.00
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SOLES (000)
 
1979 
 1980 
 1981 
 1982 
 TOTAL
 
4,000 
 7,750 
 10,750 
 12,500 
 35,000
 

(US $430,000)

Beyond the life of the Project, the annual level of expenditures

will remain constant.
 

Additional expenditures caused by the Project in
any given year will not exceed seven per cent of the present budget.
Because the Project area represents about ten per cent of the crop
production capacity of the country, and because extension is the
principal function of the Food Zone, it is expected that MINFOOD
will be able to justify and absorb this additional cost.
 

Machinery and marketing functions are planned
so as to avoid placing demands on GOP budgetary res-urces beyond
the original investment. 
This leaves one major Project element
which will require continuous outlays 
-- road maintenance. 
During
the life of the Project, additional maintenance costs are projected
at a maximum of $262,000 per year for 174 Km. of additional roads.
 

c. 
Ministry of Transportation
 

The policy of the Ministry of Transportation has
been, of necessity, to allocate maintenance funds to roads according
to the traffic they bear. 
The Department of San Martin has been
isolated during its entire history. 
As a result, any vehicles
that entered the Department arrived by air shipment. 
Their number
is small; hence the traffic is light and roads are little used.
It was understandable that little attention was paid to road
maintenance in the zone. 
 Essentially, only emergency maintenance
 
jobs were undertaken.
 

With the opening of the Tarapoto-Rio Nieva highway
and the improvement of the internal road network, traffic counts on
all roads are expected to increase steadily. Truckers will begin to
penetrate the area to deliver and pick up goods and there will be a
need and a justification for greater maintenance outlays. 
Under
the terms of the A.I.D. Loan for the construction of'the Tarapoto
highway, the GOP is committed to the maintenance of the main truck
road between Rio Nieva and Tarapoto. 
Some of $3.0 million in
construction equipment for this loan Project is scheduled to arrive
late in 1977. 
This equipment will be used to finish the highway
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construction and will be available for maintenance work. 
Thus,
part of the maintenance needs of the zone can be met from existing
resources. 
Given the productive potential of the zone and the ex­pected use of, and dependence on, roads to extract economically
important agricultural commodities, the remaining funds to maintain
the roads should be readily available. 
The conomic advantages
of roads are made obvious by the recent airlift of corn by C-130
aircraft from Tarapoto to Trujillo and Yurimaguas. Some 2,300 tons
of corn were shipped over a 30-day period at an undisclosed but very
high cost. 
At commercial rates the cost would be in the neighborhood
of $287,000, enough to maintain all Project roads for a year. 
Air­lifts of petroleum products involving heavy subsidies have also been
 
necessary.
 

The judgment of the USAID is that an increased effort
in road maintenance will be undertaken by the GOP. 
This effort,
however, must be evaluated in the light of the difficulty of the task
in the climate of zone and an anticipated nationwide 
scarcity of
financial resources. 
It must also be noted that any maintenance
outlays depend on actual road utilization, i.e. on the econoihic
importance of various highways as measured by traffic counts. 
There­fore, if the Project succeeds in creating an area of high productivity,
maintenance financing will increase to optimum levels. 
Further
discussion relating to budget and management capacity has been developed
and is presented in Part III 1, by individual Ministry and Agency.
 

3. Farm Budget Economic Analysis
 

The Project was analyzed for its impact on both
the financial status of its beneficiaries as well as the economy as
a whole using the AID/W Small Farm Budget Computer Program. 
Three
basic tests --
one economic and two financial 
-- were used to analyze
the economic desirability of the Project. 
The following is a descrip­tion of the decision criteria used in the analysis of the project,
the cash-flow procedures specific to the Project analysis, and the
sequence of tests used in establishing the economic and financial
viability of the Project.
 

a) With and Without Approach
 

Financial and economic tests specify the incre­mental increases in costs and benefits associated with Project imple­mentation compared to the situation if the Project were not to be
undertaken. 
Without the Project it was assumed that gradual growth
in farming activities would occur at low levels of investment. 
It was
further assumed that marginal shifts in production patterns and crop
mixes would occur in response to markets now operating in the Projectarea. 
With the Project a gradual, but more rapid, increase in
 



4-4 

faxr 

a a th ',. 

~4a4 

4 .'l-4Th04 i ~~ t & f w 1 u d ' - IM 
-~the economic r'ate of aturn, 

F. ,4 Y'44 b4 mode Assumptions 

L414
 

4 A4 "~ lif of 1 

4proper maizntenanc,~l equbw6'Cthe' LsoggtWSgW 1life of roada ism icow. 

It WAS "RAesithat 4aMMworking capital for. good, tertIJgui' WML&g1t -,"us"~PwW~n~atoand 'fenacnm Az nte iwolf 

Utilir~tioTlo achieve rauwly h1rsd40UMUtilutin APeriod of 10,yeats wasjlWalwdvt hfua~gwas based on' the traditioral..shisA 
pracicesn devaelW f*,ms a,,d&Vt4U..z
limitations which nust be ownonmi eeqof that area once it is linked vLthjAWtds,%it 

4' 4 . 44v '4 >'"44 

th asupto ,oq-e tha tnL. 
mom. as 

athemtowt~ohly reat Lom~tg ttusWse"Id~ Mw 
goods And xece to be Mmei e vwuW'under the cost estimates ths.*es. 

4'its 

f or it 
4olegal Wags be"inrtnV in the 'evesWofthe pj6equaled So% of available ffl'a, 

Aintuet ratef .... andinemdik wteit. 'Awue MameA....Mainim, inteiit- ev 
' 

colt"' thea neet ywIMIU11T 

'4MLVit4. so<ivt WUAros 
stil NetfinacialaW nw. 

-~~4 4 B' - 44 ' .1- 0 n m 



- 44 ­

v.) Shadow Prices
 

Daily wages for unskilled labor in the Project
 
area are S/.70.00, substantially lower than the official wage rate
 
of S/.140.00. However, most non family labor is performed on an
 
exchange basis without monetary compensation. On-farm family labor
 
was therefore shadow-priced at 50% of the going wage rate because
 
of its composition which includes children and youth. lon-farm labor
 
would command the full official price.
 

With exchange rates being adjusted upward
 
periodically a reasonable value for local currency has been established.
 
This eliminates the need for a premium on foreign exchange.
 

vi.) Sensitivity Analysis
 

Sensitivity calculations were performed to
 
evaluate the effects of:
 

-- An increase of 15% in costs of production, 
combined with a 15% drop in yields. 

-- Land reduced by 25% and yields reduced by 15%. 

-- Land reduced by 25% alone 

-- Interest rate increased to 25%. 

c) Data Sources and Data
 

Data on yields, costs of production and existing
 
crop patterns were derived from a series of reports and studies pre­
pared in early 1977 by various entities in the Project area. As a
 
basis for determining the composition 2f a typical farm, three farm
 
case studies performed by COPERHOLTA 1 were used. Their areas, labor
 
supplies and cropping patterns were combined into one unit of 30 hectares
 
with a labor supply equivalent to that of three families. Project costs
 
equivalent to approximately $15 million Z/ were attributed to the farm
 
after dividing them equally into 50,000 hectares which represents 50%
 
of the class I, II, and III land in the Project area.
 

1/ Villanueva Carbajal, Lincoln and Th.De Uries, David "Proyecto de
 
Denarrollo Agropecuario Del Huallaga Central Bajo Mayo (Departmento
 
de San Martin)" Proyecto COPERHOLTA, 1977.
 

2/ Double counting would result if the total project cost were factored
 
in. Therefore, the figure charged per hectare in the farm budget
 
analysis is net of the medium-term credit and machinery pazks.
 

http:S/.140.00
http:S/.70.00
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Costs of production for traditional and nontradi­
tional practices were derived from a feasibility study for a Project
 
similar to the one proposed here. This study was performed by 
COPERHOLTA in February 1977, and was adjusted by data from a Rural
 
Settlement Plan formulated by the Ministry of Agriculture at about 
the same time. COPERHOLTA farm case studies were used to round out 
and cross-check the data.
 

d) Analytical Results (Calculations are presented in
 
Annex II Exhibit 3) 

The small farm budget data was used to calculate 
three indicators whose values convey the economic and financial
 
viability of the project. The logic of the sequence of indicators 
is as follows. The economic rate of return indicates whether the
 
project is in the national interest. A rate of return above 15%
 
satisfactorily meets this test, while a rate below 15% suggests that
 
the project is an inefficient use of the country's investment and other 
resources. 

Once the economic rate of return had been determined 
two financial rates of return where calculated to indicate the impact 
on the individual farmer costs. The two financial tests carried out for 
the project measure: 

i.) The rate of return to the farm unit for labor 
management, and investment (labelled "on-farm net benefit") 

where family labor is valued at the market rate and; 

ii.) An end of year cash balance where family labor is
 
netted out. 

Net on-farm benefit is calculated to determine
 
whether the project is sufficiently attractive to the individual farmer 
to ensure his participation. Specific rates of return that will assure 
farmer participation are conjectural. However, rates over 20% are 
intuitively attractive. Returns to labor and management are calculated
 
in order to determine whether the farm unit will generate sufficient
 
cash flow to repay amortization costs.
 

The results of the analysis are contained in 
Tables (IIIB)4 and (IIIBI5. These tables include the with project
 
results including the sensitivity analysis. Results are presented
 
for both Crop and Livestock; no analysis was attempted for a mixed
 
crop and livestock farm.
 



Table (III B)4
 

1. 	Without sensitivity analysis 


2. 	Production reduced 15% and
 

costs increased 15% 


3. 	Land reduced 25% and 


production decreased 15% 


4. 	Land reduced 25% 


5. 	Interest rate increased
 
to 25% (both production
 
and intermediate credit) 

PERU SUB-TROPICAL LANDS WITH PROJECT (CROPS)
 
RATE OF RETURN ANALYSIS
 

On Farm End of Year 
Net Benefit Cash Balance 

>50% >50% 

35.44% >50% 

50% >50% 

>-50% -50% 

38.93% _-50% 

Net Economic 
Cash Flow 

34.09% 

14.50% 

14.38% 

24.07% 

I 

at 

29.15% 



Table (III B)5 

PERU SUB-TROPICAL LANDS WITH PROJECT 
RATE OF RETURN ANALYSIS 

(LIVESTOCK) 

On Farm 
Net Benefit 

End of Year 
Cash Balance 

Net Economic 
Cash Flow 

1. Without sensitivity analysis _750% -50% 40.74% 

2. Production reduced 15% and 
costs increased 15% 17.03% 7 50% 20.88% 

3. Land reduced 25% and 
production decreased 15% 18.25% > 50% 17.07% 

4. Land reduced 25% 25.73% '50% 26.68% 

5. Interest rate increased 
to 25% (both production 
and intermediate credit) 23.74 >50% 34.71% 
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e) Conclusions
 

Based on the foregoing analysis the Project is 
an

efficient use of development resources. 
Both crop and livestock
 
operations show substantial on-farm benefits and returns to the
 
economy as a result of the projected investment. Additionally farm

units will generate sufficient cash flows to allow them to amortize
 
their individual loans. While these benefits could be reduced by

higher costs or lower prices, they would remain positive. In fact,

prices are expected to rise as a result of the project. Costs are
 
expected to fall. 
 In this sense the rise of current farm .gate prices

to estimate financial and economic benefits presents the most con­
secutive case.
 

4. Macro Economic Considerations
 

The far reaching socioeconomic reforms initiated
 
during the Velasco regime have now stabilized under the government's

consolidation program. These socioeconomic reforms have had high

short-term costs in terms of agriculture and industrial production

and have been a heavy budgetary burden. These coupled with the
 
disappearance of the anchovy, major price declines of Peru's principal

exports (sugar, and minerals, especially cooper) and a growing debt
 
burden which has emphasized short-term borrowers, have resulted in the
 
current economic crisis.
 

During 1977 the Peruvian GNP and GNP per capita

(at current prices) are expected to grow at the rate of -9.7% and
 
-12.4% respectively*.
 

The Sor during the months of October and November 
declined approximately 43%. 
 Peru's net reserve position has gone from
 
a positive balance of US $116 million at the end of 1975 to a projected

negative balance of US $1.1 billion. (Additional balance of payments

information is presented in Table 
(III B)6.)
 

Peru's response to this economic situation has
 
been to sign a tough IMF stand by agreement (Nov. 18, 1977). 
 The
 
terms of the IMF agreement call for a floating exchange rate, tax
 
increases, and a further cut-backs (the third this year) in the national
 
government budget. 
 In short, the GOP is undertaking a major economic
 
stabilization program.
 

* 
Since the Sol has declined markedly since these projects were
 
made growth in dollar terms will be considerably worse than these
 
figures indicate.
 



Peru: Balance of Payments, 1975-78 Table (III B)6
 

(In millicns of U.S. dollars)
 

1976
 
First Second 


1975 Semester Semester 


Current account -1,538 -696 -467 

Trade balance -1,099 -483 -258 


Exports, f.o.b. (1,291) (548) (811) 

Imports, f.o.b. (-2,390) (-1,031) (-1,069) 


Services -48H -236 -244 
Inve3tment incore (-240) (- 9) (-178) 
Other services (-2L3) (-77) (-66) 

Transfers 49 23 35 


Capital account 1,291 258 383 

Private sector 342 96 100 

Official loans 791 172 341 


Disbursenents (I,CG8) (30C) (497) 

Amortization (-277) (-123) (-156) 


Other public sector 158 -10 -58 


Basic balance -247 -438 -84 


Short-term capital and errors 


and omissions -319 -230 -115 


Surplus or deficit, net of balance
 
of payments suppcrt loans -566 -668 -199 


Memorandum
 
Balance of payments support loans 165 


Sources: Central Reserve Bank of Peru; and Fund staff estimates.
 

Total 


-1,163 

-741 


(1,359) 

(-2,100) 


-1-80 

(-337) 

(-143) 


58 


641 

196 

513 

(797) 


(-284)

-68 


-522 


-345 


-867 


165 


Proj. 

1977 


-857 

-368 


(1,782) 

(-2,159) 


-546 

(-436) 

(-110) 


57 


665 

69 


602 

(993) 


(-391)

-6 


-192 


-143 


-335 


222 


Proj. 
1978 

-483 
50 

(2,050) 
(-2,000) 

-583 
(-513) 
(-75) 
55 

278 
120 
161 
(800) 

(-639)
-3 

1 
& 

-205 

/ 

____ 

-150 

-47­

1/ Includes a US$65 million estimated net outflow due to reduction of minimum financing requirements
 
for imports.
 

21/Excludes disbursements on possible new balance of payments support loans.
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The longer run economic outlook for Peru is not
 
as bleak as the short run. 
Part of the-huge deficit has been caused
 
by major investments in the mining sector, the trans-andean oil pipe­
line and major coastal irrigation projects. These investments are

just beginning to be productive with major improvements expected in
 
the overall reserve and economic situation expected during the early
 
1980s.
 

The Suh-Tropical Lands Project will have important

positive long-term impacts on the national economy. 
 The Project, taking

into consideration the current situation, is oriented exclusively toward
 
agricultural production. 
Once the Project infrastructure is in place

the area will become a major food supplier for the heavily propulated

Peruvian coastal area. 
The impact will be significant at the national
 
level as evidenced by the fact that the Project area contains approxi­
mately seven per cent of Peru's class I, II and III land. 
 This increased
 
production will have a strong substitution effect for currently imported

agricultrual commodities. 

A consequence of the current economic situation
 
is a counterpart crisis 
(see Lima 9074 and State 259630). Every

effort has been made during the intensive review to hold GOP counter­
part to 25%. Further, during the early years of the Project GOP
 
counterpart has been reduced to the maximum extent possible so as not
 
to endanger Project success or cause lengthy 
 delays during the
 
implementation period.
 



C. SOCIAL ANALYSIS 
1. Ike Tarqet Group

The present population of the Project area is approximately180,000 with 60% living in rural areas (outside of comreunitieslarger than 5,000) and 75% depending upon agriculture, forestry,hunting and fishing for its livelihood. The rural people are
composed presently of 
about 11,200 families which constitute
principle target group of this Project and 

the 
live in small communitiesor individual farms along the banks of the Huallaga river and its
 

tributaries.
 

This target population is composed principally of descendentsof early settlers who arrived in the area 150 years or more ago.
A smaller sub-group of the population are more recent arrivals withless than 20 years in the area who still have roots in Cajamarca,
Ancash, Huanuco and other sierra locations. 

Mestizos are the dominant group, constituting about 25%of the population. 
 They are involved in the professions and trade
with a few still practicing agriculture on a somewhat larger scalethan their neighbors. Most, however, live in the larger population 
centers.
 

Campesinos (peasants) constitute 65% of the population.Their major occupation is subsistence farming (with a growing market
orientation) on farms averaging 
about five hectares. They tend tobe more native to the zone (nore indian) than the Mestizo group,though their only language is Spanish. Campesinos tend to be less 
educated than Mestizos. 

Lamistas are the earliest settlers. A Quechua group settledin Inca times. They are now found scattered throughout the area,though their center is the town of Lamas. Though they are a distinctethnic group with strong traditions they are increasingly beingintegrated into the regional economic and social life. Traditionallymonolingual in Quechua, the Lamista is now beginning to use Spanish
and to intermarry with other groups. 
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There are no tribes of jungle indians living in the Project 
area. Mestizos, campesinos and Lamistas are generally intermixed 
throughout the Project area in nuclear settlements of which Tarapoto, 
with its 30,000 inhabitants, is the largest. Most of the rest of 
the population are in linear settlements of from 1,000-10,000 
inhabitants, and dispersed settlments, located away from major 
transportation routes, with up to 1,000 people each. here are
 
366 communities in all, 234 with less than 200 inhabitantsy 80 
with 200 to-500; 30 with 501 to 1,0001 21 with 1,001 to 5,000 and 
only one with more than 5,000 persons. The inhabitants of these 
communities account for 94% of the total population, showing a 
strong preference for cosmmunity life and security.
 

his tendency is not reflected in the formation of strong
farmer organizations. 4iile farmers live close together for social 
reasons in small communities and share their labor at critical
 
times on a one for one exchange basis, they guard their independence 
zealously and make individual decisions and investments. Coopera­
tivism, as an economic mode, has encountered resistance and land 
distributed along cooperative lines has generally been farmed 
individually. 

An informal survey of attitudes toward development in the 
Project area reveals distinct differences between beneficary
 
groups, principally between the Mestizos on the one hand and the
 
Campesinos and lamistas on the other. Mestizos would prefer urban 
oriented development and large, independent farming enterprises.
 
Their main concern is land access to the coast for commercial 
purposes. Campesinos, particularly the most market-oriented of 
them, seem to emphasize the need for feeder roads and guaranteed
markets. However, at the subsistence level, Campesinos are some­
what indifferent, tending to believe that past development efforts 
have passed them by in favor of other groups and expecting little
 
in the future.
 

a. Education
 
In comparison with Peru as a whole the Project area is 

comparatively well off in terms of literacy and educational 
facilities at the primary level. The population is 70% literate, 
compared with 61% for the country as a whole. This is attributed 
to the existence of a normal school in the Project area supplying

teachers to some 523 primary schools scattered throughout the zone.
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b. Health

There are two hospitals, nine medical posts and 68 sanita­tion posts scattered throughout the area.
34 doctors. 17 nurses 

These are staffed byand various other professionals along with255 paramedics or medical technicians. Nevertheless, the reality
of disease and sanitation problems surfaced in the social-anthro­pological study of this Project has led to a preliminary conclusionthat additional efforts in thesanitation may be 
fields of health and environmentaladvisable. The USAID has made anthrough the initial provisionABS for a health and environmental sanitationprivate voluntary organization which 

OPG to a 
is now preparing a proposal

for this purpose.
 

c. Migration

The population growth rate is 3.9 per cent annually with 2.3
per co.nt the result of natural growth in the area and the remaining1.6% caused by in-migration.


is growing at 
Thrapoto, the major population centera reported rate of 15 per cent each year andcenters in the otherHuallaga river valley are experiencing major growthas well. In consequence the USAID is investigating accommodationof this growth through housing investment guarantees and related
market-town development projects. The need for viable urbancenters to serve an expanding rural population has become more
urgent as the rate of in-migration has a'ccelerated. 

The possibility of obtaining land contributesinflux most to theof people to the Project area. Nevertheless,time, some individuals, mostly 
at the same

the upwaraly mobile Mestizos, areinduced to emigrate from the zone to 
other, more culturally attractive
parts of the country. Aspirations regarding higher educationcultural advantages and are responsible for much of the emigration. 
In the last four years news theof impending opening of theTarapoto-Pio Nieva highway has attracted new settlers to Rioja
just north of the Project area. 
 Six new communities havr. been
established and the more recent arrivals are beginningto Thrapoto and Juanjui from the 

to fil-er 
Northern sierra and coast. Manyof the new settlers come first as migrant laborers or, having
accumulated some capital as 
farm or city workers, come to find land
and establish themselves. 
 lypical campesino immigrants
literate, are farmers,and between 25 and 30 years of age. They aspire to ownland which can be bought or claimed.


between There are no major conflictsold and new settlers. The latter have access to abandonedor unused land which has been widely regarded as a free good.
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d. Income
 
Farm income is not wholy dependent farm sizeon in the Projectarea. It is, however, dependent on the amount of labor the farmfamily can dedicate tothe land. With present technology the averagefarm family can handle no more than five hectares of crops or

perhaps 30 hectares of pasture. Isolation, lack of markets and the
labor-short situation have tended to farm sizeskeep small andrural income low -- about one fourth of the national average or 
between $100 and $200 per capita.
 

c. Land Tenure
 
Except in casesrare ownership or legal possession of the
land is the mode. Renting and sharecropping are avoided because
they lead to tenure disputes with the tenant able to make a 
claim

against the owner for title to the land. 

A study of 1, 000 representative farms in landthe records
office showed only two properties larger than 340 hectares and 30
with more than 100 hectares. Properties in the 10 - 30 hectare range were common. 
 A study of tenure patterns in the lower Sisa
valley showed 34 per cent of the 1,205 properties had less than
five hectares. 
 Another 53% ranged from five to thirty hectares.
Only 25 properties were larger than 100 hectares. 
 The National
Agricultural Census 1972of shows that the larger the farms in

the Ceja de Selva, the smaller the percentage of land suitable
for crops and livestock. 
 Farms of more than 500 hectares typically
have less than one per cent arable land and a high proportion of
waste land or forest. 
 There were 428 titled and 777 untitled

properties but only 100 of the titled properties were being worked
by the individual to whom the title was issued originally. The
remaining 328 titles had changed hands, usually through oral
agreement, showing the fluidity of land tenure in the 
zone. 1he
constant shifting of families from one farm to another, abandoning
and re-opening of agricultural land has created a confused tenure
 
picture. 

2. Project Impact
The impact of this Project on the tenure pattern remainsunclear particularly regarding the number of new families thatwill be accommodated on farm land in the Project area. The confusedsituation will continue until the area 
is more densely populated
and the value of land rises because of greater competition for it
and because there will be a market for its produce. Under suchconditions the practice of shifting agriculture will subside andthe farming pattern will stabilize. Expert judgement and examina­tion of cadastral registers, various documents and studies, aerialobservation and field visits have led to the conclusion thatapproximately 3,000 
- 5,000 new settlers can be absorbed. As a 
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result, some of the larger registered properties will be reduced
in size but most farm boundaries will remain intact.
of farm size will not Reductionwork a hardship on thehistorically they have 
larger farmers sinceused only a small portion of their land.Moreover, their right to as much as 1,000 hectaresis protected if they are able 

(of pasture land)to exploit it.however, Most of the new farms,will be established on abandonedtitled units tend 
land, since the largerto contain a large percentage of waste land orforest. 

A more imortant effect of the Project will bein the number of hectares farmed by the 
the increase 

families now establishedin the area. Farmers of the area now have more land than they
are using. But, with markets, roads, credit andthey will have technical assistance,the opportunity to expand the cultivated area. Someobstacles to this process are perceived in the traditional, independent
attitude of the farmers and, to some extent,development programs. in their distrust of 
for leisure among the 

Some observers have also noted a preferencepresent campesinos contrastingwork orientation among newcomers. with a marked
However, there have been notable
responses to market opportunities in corn and tobacco which lead
to the conclusion that leisure preference is at least partly
attributable to the lack of opportunity for remunerative labor.
All Project elements are aimed at providing such opportunitiesrewarding productive effort in a 

and
widerrisks range of commodities.of farming are certainly no greater in 

The 
elsewhere in this Project area thanthe tropics and they are lessin of than those encounteredmuch Peru. It is probable that, with part all ofor theProject elements functioning, the farmers of the area will respond

productively. 

3. Role of Women 
The information on which this section is based comes from
conversations with two anthropologistsMayo-Huallaga Central region 

who have studied the Bajo(Prof.Universidad Teofilo Altamirano, of theCat6lica 

Agriculture 

and Jos6 Pond6n, employed by the Ministry
in Tarapoto), and a sociology student. (arta 
of 

who recently did her Arellano),thesis research onThe information the role of women in Thrapoto.they provided was complemented by observationsquestioning during field work in connection with the Social Soundness
Analysis. 

and 

In most respects, the various sources 
of information were
in agreement and, overall, there emerged an image of the campesino
woman in the Project area as heavily involved in agricultural produc­tion and traditional female tasks, more educated than her counterpart
in other rural areas, and possessing a strong voice in decision­making within the family unit. 
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According to a study conducted recently in the adjacent 
Alto Mayo area, l/ where adult men were assigned a daily agri­
cultural work unit of "i", women over 18 years of age were 
assigned a value of 0.6. That is, a woman's contribution to 
the total amount of family agricultural labor is 60% that of the 
male head of household. This work is separate from, and in 
addition to, the contribution women make in domestic tasks. In 
addition to her work in the fields, particularly in sowing, har­
vesting, and processing agricultural products, the women prepares
 
the mid-day meal in the field. In addition women carry excess
 
produce to local markets within the region.
 

Despite the significant economic contribution women make 
to the family unit, conflicting assessments were made of the 
perceived value of women by two different observers. One, an 
anthropologist, claimed that women were abandoned and divorced 
by their men at a perilously high rate, resulting in a trend
 
towards disintegration of the family unit. The female sociologist
 
disagreed with this conclusion, saying that men in the area
 
respected the value of the woman's contribution and had not yet 
been tainted by the urban machismo attitude. In her survey, 
women were more likely to say that they could get along without
 
their husbands, than men without their wives. legally, women
 
can own land. If,however, a divorced or widowed woman has a
 
male child over 18, he is more likely to be in charge of the 
family's fields.
 

A conversation with the resident anthropologist, who is
 
closely involved with farmers in the area, is worth describing,
 
for it exemplifies the constraints on the involvement of women
 
in the Sub-Tropical Lands Project. The anthropologist stated
 
that government employees from the various ministries working in
 
the region were wary of promoting the participation of women
 
in agricultural development in the zone. One government official
 
was threatened physically by the men of a community that thought
 
the employee had violated one of its women. His act of promoting
 
the participation of a woman by offering a form of assistance
 
implied to the community that he expected sexual favors in return.
 

1/ Portuguez, Jaime and Rond6n, Jose. "Determinaci6n de la Uni­
dad Agricola Familiar en la Pegi6n de Selva para la Zona del
 
Alto Mayo". Ministry of Agriculture, Zone IX, Tarapoto, 1977. 
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IV. IMPLEMENTATION ARRANGEMENTS
 

A. Recipient
 

1. Development Committee, Eastern Region
 

Until August, 1977, the Departments of Loreto and
 
San Martin were served by a Regional Development Committee with
 
headquarters in Iquitos. The Committee was advisory in nature,
 
without its own budyatary resources. It was composed of the senior
 
representatives of each Ministry of the central government having
 
functions in the region. The Committee Head, usually a military
 
officer, was appointed by the President and had an office in the
 
National Planning Institute (INP) as his technical secretariat.
 
Subcommittees for development with the same 
basic structure were
 
present in each of the two Departments. In San Martin, the st1b­
committee was headquartered in Tarapoto under the leadership of the
 
Prefect of the Department. Historically, the function of the sub­
committee has been the preparation of integrated development plans
 
for the region and the coordination of activities between ministries
 
within the region.
 

Operating and investment budgets for the offices of
 
Ministries operating in the zone were prepared without reference
 
to the Development Committee and were submitted directly to
 
Ministerial planning offices in Lima. 
They were then passed to
 
INP where they were evaluated against the recommendations of the
 
INP representative in the zone. 
The budgets were then submitted to
 
the Ministry of Economy and Finance (MEF) for final approval.
 
Approved budgetary resources were channeled back through the
 
Ministries, thence to their zonal offices.
 

On August 17, 1977, as a first step toward region­
alization of the development process long contemplated in Peru, a
 
new administrative law was promulgated for the Department of
 
Loreto, separating it from San Martin, which includes the project
 
area. The basic changes to be implemented are (a) creiition of an
 
independent Development Committee; (b ) creation of a separate
 
budget for the Department, granting to the Committee authority for
 
approval of all budgets at the 
zonal level for transmittal to
 
the central offices of INP in Lima, then to MEF for final approval;
 
( c ) transmittal of funds by MEF directly back to the Committee
 
for disbursal to the zonal offices of each Ministry.
 

Under the new law, ministerial zone directors
 
will continue to be appointed by their Ministry in Lima, as will
 
INP officials and the Head of the Development Committee; but they
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employees will work directly for the region, rather than for the
 

will work directly under the Head of the Committee. 
Other
 
Central Ministry, except in the case of SENAMA and EPSA which
are semi-autonomous entities with a corporate character and so do
not depend on the Development Committee for operational financing.
Nevertheless, 
as dependencies of the Ministry of Food, they
would be responsive to 
the committee, especially since investment
funds for their activities would be channeled through the
Committee, and the Chief of the Committee has full authority
with regard to personnel management.
 

are The administrative 
arrangements outlined above
described in a decree law for Loreto which provides for further
implementational actions including reassignment of property and
 
similar 
appointment of personnel to create a working organization
arrangement is being developed for San Martin. 

A 
Theestablishent of the-committee and the regional administrative
arrangements is 
a condition precedent to the Loan.for San Martin will The Committeehave principle responsibility for executingthe Project and coordinating the activities of the various 

participating agencies.
 

At the time of PRP presentation, after consultation
with INP and the MINFOOD, a different administrative
contemplated. 
 setup was
It was believed that a special project should be
developed under MINFOOD auspices, since MINFOOD would administer
directly or through EPSA and SENAMA a major portion of the
Project's activities. 
A special project arrangement would,
under existing law, permit MINFOOD to transfer Project funds to
 
other Ministries under interministerial 
agreements for implementa­tion of specific P1roject elements. 
The concept was acceptable to
the Mission in the absence of the intention to create a more
cohesive regional authority in the near term. 
However, it was
recognized that the special project concept has weaknesses, first
among which are likely delays in developing interministerial
agreements for execution of various project elements, the
slowness with which one Ministry can be expected to transfer
resources to another, and difficulties in coordinating project
activities.
 

With the existence of the Committee for Loreto
 
a similar Committee for San Martin, the Mission has concluded
 

as a model and given the fact that the GOP plans to establish
 
that the regional committee is the preferred approach to pro­ject administration, primarily because of its greater potential
to respond to local needs. 
 It also should provide simpler,
faster budgetary flows and greater responsiveness of the various
zonal offices to project needs.
to the Committee funding 

Loan funded tecnical assistanice3.9 man-vearg of manaqoment assistance is in­
cluded in the Project's overall technical assistance package.
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i) Ministry of Food (MINFOOD)
 

-- General
 

In 1974 the former Ministry of Agriculture
 
was divided into the Ministry of Agriculture (MINAG) and the Ministry
 
of Food (MINFOOD). The former was assigned Agrarian Reform, irriga­
tion, Industrial Crops and Natural Resources. MINFOOD was charged
 
with defining and executing the policy for food production and market­
ing. The MINFOOD is headed by the Minister and Director Superior; it
 
has a consultative council, legal and planning offices, staff support
 
and technical divisions. The Minister of Food is responsible for
 
the functioning of decentralized public entities such as the Public
 
Enterprise for Agricultural Services (EPSA) and the Agro-Industrial
 
Research Institute (IIAI).
 

Nationwide, MINFOOD employs 7,200 persons
 
in all categories, professional, clerical and support. Of the total,
 
somewhat less than 2,000 were stationed in Lima. (EPSA/SENAMA and
 
IIAI personnel are not included in these figures.)
 

-- The Food Zone
 

Outside of Lima, MINFOOD is organized into
 

13 Zonas Alimentarias (Food Zones), each with its Zonal Director who
 
is responsible for all Ministry activities in the zone. Each zone
 
is further broken down into agencies and offices which serve small
 
geographical areas. In effect each Zone constitutes a small-scale
 
ministry with the Zonal Director supervising directly all elements
 
of research, extension, marketing and coordination with the AGBANK
 
and other Ministries, including the Zonal Office of MINAG.
 

The Project area is located in Food and
 
Agrarian Zones IX with Tarapoto as the center of operations. Food
 
Zone IX has 343 employees, including 104 specialists (agronomists)
 
and 148 midlevel agricultural technicians.
 

-- Extension
 

Zone IX is subdivided into 11 Production 
Agencies which are charged with direct extension and marketing services 

to farmers. In the Project area there are four such agencies (Tarapoto, 

Bellavista, Lamas and Juanjui) with 40 agronomists and technicians.
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Agricultural colleges such as the one in Tingo Maria are 
turning out
 
midlevel technicans who are finding employment within the Food Zone.
 
Therefore an increasing proportion of these technicians were born
 
and educated in the jungle areas. 
The total number of extension
 
agents is expected to rise to 70 in the fifth year of the Project,
 
with most of the increase being recruited from jungle areas, in order
 
to provide a cadre of technicians used to the jungle and familiar with
 
its agricultural problems.
 

Zone IX has found it difficult to implement

the national production system which was to have formed groups of
 
farmers who produce the same crop in the area. 
 By law, extensionists
 
were to be assigned by crop and were to organize producers of that
 
crop into groups called nuclei whih would, with the extension agents

help, plan the crop, apply for production credit and participate in
 
marketing and related activiti.es. Each nucleus was to have a repre­
sentative on a local council, which, in turn would be represented on
 
regional and national councilE;. Though some producers nuclei have been
 
formed, MINFOOD personnel in the zone are modifying the original plan
 
out of necessity. There are not enough extension agents to provide
 
one for each crop in each aqency area. If there were enough agents,

they would not now have sufficient mobility to serve all potential

recipients. Moreover, with farms generally isolated and scattered,
 
agents would tend to compete with each other to encourage their
 
particular crop, rather than cooperate to produce a rational farm plan.

Zone officials believe they can achieve a more rational use of re­
sources by eliminating specialization both of extension agents and
 
farmers nuclei and have asked for ratification of this course of
 
action in their zone. Given the wide diversity of crops that are
 
grown on a typical farm, this system makes eminent sense.
 

By dealing with groups of farmers and
 
covering a wide variety of technical needs an extensionist can serve a
 
vastly greater number of farms. The number of farms served by one
 
extension agent is expected to increase from 50 to 170 during the life
 
of the Project with increased mobility, improved roads and a firm
 
plan of action. Continuous training of extension agents through the
 
ongoing COPERHOLTA project should facilitate this improvement.
 

-- Research
 

Another function of the MINFOOD, research,

is centered in CRIA (Regional Agricultural Research Center) III, "El
 
Porvenir". 
 The Center is well equipped for its present functions which
 
include a wide range of research in crops and livestock. The center
 
has over 300 hectares, some of which should be used to provide high

quality seed. This loan contemplates financing a seed handling and
 
storage facility to complement this potential.
 

http:activiti.es


--
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-- Institutional Capability
 

Country-wide, particularly in the Project
area, MINFOOD has operated under a series of handicaps. The first
of these arose at its creation when the old Ministry of Agriculture

was divided into the Ministries of Food and Agriculture. Much time
 
was spent in allocating personnel, dividing budgets, and handling
related administrative details. 
Then, in 1975 shortly after its
formation, MINFOOD faced two large tasks which strained its resources
decentralizing, and building a national production system. 
Decen­tralization involved transferring a large number of employees to the
field and setting up zonal budgetary, accounting, and operational

procedures, all time-consuming processes. Formation of the national

production system involved internal reorganizations for the purpose

of creating and staffing an extension service which had earlier
been dispersed or diverted to the execution of the agrarian reform.
That the foregoing were accomplished in the face of freezes on wages
and hiring for new positions and other budget related problems attests
 
to the vigor of the Ministry.
 

In the Project area, problems were
compounded by distance and isolation as well as scarce financial re­sources. Extension agents remain hampered by lack of vehicles and
other equipment with which to reach their clientele. There are
periodic shortages of gasoline, the supply of spare parts is minimal,
offices often lack electricity for operating machines and there is a
shortage of adequate housing for technicians and their families.
Most of these problems are related to the isolation of the area, now
ending with the corpletion of the Tarapoto-Rio Nieva Highway. 
This
highway permits the regular entry of goods, most importantly fuel

and spare parts but also building materials and other necessary

supplies. The Dutch financed COPERHOLTA project has helped, since
1972, to alleviate some 
of the more severe supply and transporta­
tion problems and to envigorate the extension system through the
addition of technicians. 
In this way a cadre of Peruvian technicians
has been created and is functioning in the area. 
 The group is small
and the number of farmers served is correspondingly reduced. However,
the Project was concentrated to on-farm research and was not geared
up for the broader extension effort. COPERHOLTA is expected to con­tinue its technical assistance and to expand it to broader technician

and farmer training possibly through a center financed by the Dutch
 government. 
This, coupled with the resources contemplated in this
Project, should enable Zone IX 
to fulfill its principal function,

extension, in an efficient way.
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ii) EPSA (Peruvian Agricultural Services Enterprise)
 

As a semi-autonomous enterprise of MINFOOD,

EPSA operates with its own capital resources to perform the primary

task of marketing agricultural commodities. It does so with a view
 
to maintaining incentive prices for producers of primary commodities,
 
corn, rice, soybean, sorghum, wheat, barley, beef, poultry and others.
 
At the same time, EPSA operates its own retail outlets and supplies
 
a large number of affiliated independent stores in an effort to keep

consumer prices within reason. 
To this end, EPSA also allocates
 
imported foodstuffs, principally wheat and corn, but also beef and
 
other commodities, as needed.
 

EPSA's annual operating budget is about

S/.35 billion ($437.5 million) with only S/.3.0 billion supplied by

the GOP. The remaining funds are proceeds from sales, amounting to
 
approximately $375.0 million. 
Both public and private financial
 
institutions provide loans for operating expenres and EPSA has shown
 
a small average profit overall for the last three years. However,
 
a loss is projected for 1977, primarily because of a reduced GOP
 
contribution. Employees number 2,718 in 1977, down from 3,455 in
 
1976 as a result of reductions in the number of temporary personnel.
 

-- Marketing in the Project Area 

Grain warehousing facilities in the Project
 
area are minimal. Tarapoto has 3,300 MT of storage capacity (EPSA

owned) and there are cotton and tobacco warehouses of 7,500 and 6,000 MT

capacity, respectively. 
During 1977, a 3,500 MT grain facility is to

be built in Tarapoto and a 2,500 MT storage facility for corn and rice
 
is to be built north of the Project area on the highway to the coast.
 
Grain cleaning and drying equipment are insufficient and most farmers
 
are far trom collection centers. 
Hauling grain long distances within

the Project area is an expensive undertaking for farmers.
 

EPSA's response under these conditions

has been to limit its commitments on the types and amounts of grain

purchased in the zone. 
It has made every effort, however, to ship

grain by whatever means available, in order to free up storage space

for additional purchases. In addition, EPSA has rented storage space

and has asked private citizens to store grain tcnporarily in their
 
houses.
 

There are ample funds for grain purchases.

However, given the additional storage rental costs, losses from
 
weather damage and the high costs of air transportation, there is a
 
considerable subsidy involved. 
To date, volumes have been small and
 
losses are made up from profits in other areas.
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As production increases, EPSA's primary

problem will be maintaining a flow of grain to markets in the Amazon
 
basin and on the coast as well as preventing spoilage. Flow problems

will be reduced when the Tarapoto-Rio Nieve Highway is completed.

The Project will provide cleaning and drying equipment as well as an
 
expanded system of collection centers giving ready access to the
 
majority of farmers. Under these conditions it is expected that
 
EPSA will be fully able to operate profitably in the area, eliminating
 
the subsidy.
 

-- Operations and Administration 

EPSA will buy designated products at fixed
prices from any farmer with a land title or certificate of possession.

Payment is made by check which can be cashed at any bank. 
Using lists
 
of AGBANK clients, EPSA determines whether the seller has any debt
 
to the AGBANK. If he does, the check is made payable to both the
 
seller and the AGBANK so that payment will be made as appropriate.
 

EPSA then moves the products from its

warehouse as the market dictates, using contract truckers. This
 
system has proven adequate where land routes are available. Since
 
EPSA offers incentive prices and a differential for jungle production,

farmers prefer it as 
a market even though payment is often slower
 
than from private buyers because of the AGBANK's role.
 

In addition to its grain marketing functions,

EPSA operates a 2,500 hectare ranch in the Project area. 
The ranch

has 4,550 head of cattle, mainly Zebu, which provide breeding stock for
 
farmers of the Zone. A cross between Zebu and Brown Swiss is offered
 
as a dual purpose dairy and beef animal. Credit for livestock pur­
chases is available under a World Bank loan. 
 In 1978 the ranch sold
 
777 head of breeding stock and sent 56 head to slaughter for domestic
 
consumption.
 

EPSA has just taken over the principal

slaughter house in Tarapoto. 
The facility will be renovated, a re­
frigeration unit will be installed, and full use is to be made of by­
products such as offal, bones and tripe. Boned beef and pork will be
 
shipped by air to Iquitos and Lima.
 

iii) SENAMA (Machinery Services)
 

SENAMA began operations in 1970 with the
 
receipt of farm machinery valued at $263,000 from the GOP. 
In reality,

90% of the machinery received at that time had passed its useful life.
 
SENAMA received financing from COFIDE (Corporaci6n Financiera de
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Desarrollo) and equipment dealers on commercial terms to finance its
 
first years of operation. With the exception of the original GOP
 
transfer, SENAMA has financed its own activities, operating in the manner
 
of a business enterprise but remaining a semi-autonomous agency of the
 
Ministry of Food.
 

The purposes of the organization are: (a) to
provide specialized agricultural equipment rental services the cost of
 
which is not within the reach of individual farm enterprises; (b) in­
corporate new lands through deforestation and land improvement;

(c)participate in small and medium irrigation projects; 
(d) perform

river defense works; 
(e) support programs of agricultural production;

and (f)plan, program and execute the acquisition and placement of
 
agricultural equipment to accomplish its mission.
 

SENAMA is a direct dependency of EPSA, described
 
above. 
At the national level, it consists of the Directorate of Agri­
cultural Machinery and three subdirectorates: Operations, Technical and

Administration. The entitites charged with providing actual services
 
are the seven Regional Agricultural Machinery Offices, one of which is
 
found in the Project area at Tarapoto.
 

SENAMA maintains a respectably low overhead in
its Lima Office which employs only 18 of its 463 employees. The 18

Lima employees constitute the professional or clerical staff which
 
controls all operations, handling logistics, payrolls, procurement and
 
transfers of employees and equipment between areas of operation as
 
well as architectural and engineering designs. 
The seven field offices

have 59 professional and clerical personnel and 346 workers 
(tractor
 
operators and mechanics).
 

SENA'A Luffers from liquidity problems which
it attributes largely to a lack of operating capital coupled with the

need to accept delayed payments from state enterprises and associative
 
enterprises which have acceptable credit ratings. 
 Also, since its
 
services are in great demand because of the inability of individual
 
farm entcrprises to acquire and maintain farm machinery, it cannot
 
satisfy i 1 needs for its services. In attempting to keep profits

to a minjiium, SENAMA appears to have failed to generate enough income
 
to grow as rapidly as 
it should in order to meet demand, as the
 
following tables demonstrate.
 



1972 


Income 38,700 


Expenses 32,200 


Net Profit 2,500 

(Loss)
 

Crawler Tractors 


Wheeled Farm Tractors 


Stationary Threshers 


Backhoes 


Motor Graders 


Total 


* Preliminary 
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Table (IV) 1
 

Profit/Loss Summary, SENAMA, 1972-1976
 

(S/.000)
 

1973 1974 1975 1976
 

93,000 101,600 134,000 171,000
 

84,000 100,000 132,700 187,000
 

9,000 1,600 1,300 (18,000)
 

Table (IV) 2
 

Hours of SENAMA Machinery Services 1972-1975
 

(000 Hours)
 

1972 1973 1974 1975 1976 *
 

84 152 178 190 155
 

30 22 22 25 24
 

1 4 5 6 5
 

- - 1 2 1
 

5 7 7 8 7
 

120 185 215 231 192
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The sharp drop in services rendered in 1976
is attributed almost entirely to the drought that struck the Sierra
late that year and deprived the coast of needed irrigation water.

In some coastal zones half of the tractors were idled, leaving SENAMA
with fixed overhead costs and reduced income. 
The result was a net
loss, the first in the history of the organization.
 

In 1977 SENAMA plans to acquire 110 new tractors
(to replace some of the 185 it now owns) and auxiliary equipment fur
which bids have already been solicited. In coordination with MINFOOD,

new tractor pools will be placed in Ayacucho, Cajamarca and Puno.
 

SENAMA maintains a regional office in Tarapoti
which has at its disposal 17 track type tractors and 10 wheeled
 
tractors. 
With these, 39 employees provide land preparation services
 
on 1,200 hectares of farm land. 
In addition, land clearance is

progressing at a rate of 300-400 hectares a year. 
Land clearing
services are currently being provided to AZUCAR SELVA, a state owned
 sugar plantation now being established in the Project area. 
Constraints
 on SENAMA operations in the zone are divided into the physical and the
 
administrative.
 

Physically, the lack of access roads limits
the area in which tractors can operate and the general poor quality

of existing roads creates logistical problems. Auxiliary vehicles
 are in short supply to transport tractors, fuel and supplies and

relief operators to areas of operation. As a result, much time is
wasted in moving to and from widely dispersed fields or in waiting
for the arrival of fuel or spare parts. 
Though operators may work
long hours, multiple shifts are not employed. Therefore, a maximum
of 12 hours of operation per tractor is all that can be expected under
 
present conditions, whereas, by working in multiple shifts, night
operations would be possible in well established areas and 18-20 tractor
hours a day would be feasible. Such operations require veiicles for
transportation of relief drivers, a field maintenance capability, fuel
trailers, tractor-office radio communications and detailed programming

for serving an optimum number of contiguous farms. Another physical
limitation is the lack of tractor operators trained for jungle con­ditions. 
SENAMA now shifts operators between areas of operation to
meet peak demands. Coastal operators, however, are unused to jungle
conditions and hazards. 
Moreover, they are assigned only temporarily

and have no ties to the area. it is therefore necessary to train
local personnel as mechanics and operators in order to develop a work
force attuned to, and willing to function under, jungle conditions.
 

The condition of the land on sonte 
farms pre­sents an obstacle to efficient machinery operations. When secondary
vegetative growth called "purma" is cut and burned, sharp stumps and
 
roots are often left to impede the use of rubber wheeled tractors.
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It is believed possible to deep plow such fields with crawler type
 
tractors to eliminate this hazard and clear the way for wheeled farm
 
tractors. A related limitation on efficient use of tractors is the
 

small size of farms and fields. Even though farms may be close to
 
one another, the tractor operator often wastes valuable machine time
 

in moving from field to field around obstacles such as tree lines
 
which demark boundries or streams, ditches and the like. Partial
 

administrative solutions will be attempted to overcome these last two
 
limitations. Farmers who have cut purma fields will be advised to
 
invest in land clearing by caterpillar operations in order to qualify
 
for land preparation services. To facilitate operations in small
 
fields, farmers will be advised to provide ready access by eliminating
 
barriers or providing means of crossing them.
 

Administratively, demand for SENAMA's services
 

are limited by (a) lack of land titles and (b) the consequent lack
 
of credit. A farmer without a title or certificate of possession for
 
his land is unlikely to invest in improvements. By the same token,
 
the AGBANK will not risk lending to farmers who cannot provide
 
collateral. Without credit, the farmer cannot pay for machinery
 
services. For these reasons the Project design includes accelerated
 
regularization of land tenure in the Project area which will qualify
 

farmers to receive AGBANK credit and stimulate them to invest in
 

SENAMA services.
 

The machinery pools of the size contemplated
 
by this agreement will represent about 30% of SENAMA's total operation.
 

In effect, the Project will create a mini-SENAMA which will need its
 
owm, semi-independent planning, programming, operational and financial
 

capability. Revenues generated within the Project area must accrue
 
entirely to the regional office to assure continuation and growth of
 

the service within the area. These assets must not be drawn off to
 

benefit other areas. SENAMA officials believe that technical assistance
 
will be required for an operation of the size contemplated. Such
 
assistance will be provided under the ican to train operators and
 

mechanics, design a programming model, design pools, maintenance
 

facilities, spare parts supply systems, provide; guidance on stream
 

lining operations, and advise on financial and accounting systems to
 

assure the financial health of the enterprise.
 

iv) Agrarian Bank (AGBANK)
 

The AGBANK has existed since 1931 under a series
 
of names. With authorized capitalization of US $.231.0 million and paid
 

in capital of US $.73.0 million as of Jutie 30, 1976, it operates 108
 

offices from its headquarters in Lima. There are approximately 2,700
 

employees, countrywide, after expanding at about 6% a year to accommodate
 
the expansion of lending to small farmers.
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Decree Law 21117 of July 1975 is the basic
 
enabling legislation for the AGBANK. In addition to changing the Bank's
 
name the law outlined its organization and called for a six year process
 
of decentralization which would grant branches and agencies autonomous
 
functional and administrative powers. The centrai office in Lima
 
gradually will take normative, support and contro. functions.
 

The 'GBANK is controlled by a Board of Directors
 

which includes two representatives from MIIFOD and two from MINAG.
 
There are 18 Branches and 90 Agencies and Inspectorates. Under the
 

decentralization plan all Branches and 34 Type "A" Agencies now keep
 

their own accounting reccrds. Branch administrators may approve loans
 

of up to $46,000 to individuals and $77,000 to cooperatives.
 

Administrators of Type "A" Agencies may approve
 
short-term loans of $9,200 and medium to long term loans of $4,600.
 

Likewise, without reference to higher authority, administrators of
 
Type "B" Agencies may approve loans of up to $2,300. Inspectorates
 
may process and oversee loans but have no approval authority.
 

Agronomists make up 75% of the AGBANK's 455
 

professional staff, 79'a of which is employed outside Lima. All field
 

offices have at least one agronomist; all Agencies and Branches have
 

a lawyer. In addition to the professional staff, the bank employs
 

162 technicians and 1,649 administrative personnel along with some
 

586 service personnel.
 

Other donor experience with the AGBANK indicates
 

that the institution has been able to retain qualified career employees
 

and expand the total number of personnel de,-iite recent freezes on wages.
 

Professional employees have career status and the Bank holds regular
 
training courses to maintain and improve skills. Operational and
 

administrative manuals consistent with decentralization, a new data
 
processing system and an improved information system are being
 
developed. The most significant indicators of the AGBANK's capacity
 

to use and maintain additional funds in its portfolio is the fact that
 

its total annual loans have increased in equivalent dollar amounts from
 

$89.5 million in 1968 to $329.8 million in 1975, a compounded rate of
 

20% per annum. Despite stepped-up group lending, the number of loans
 

granted per annum also increased 38% during the same period. Another
 

significant indicator of the Bank's orientation and capability is that
 

the value of loans to small farmers increased from 38% of the portfolio
 
in 1968 to 82% in 1975 while 63% of all loans were less than $1,111.00
 
in value.
 

-- AGBANK Activity in the Project Area
 

AGBANK agencies in the Project area report
 
to the Iquitos Branch. One Type "A" Agency is located in Tarapoto and
 

http:1,111.00
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there is a Type "B" Agency in Bellavista, about 100 Km. to the south
 
of Tarapoto along the main trunk road. In Roja, about 200 Km. to the
 
north of Tarapoto is another Type "B" Agency which reports to Tarapoto
 
but is not in the Project area.
 

In 1976 the Tarapoto Agency and its out­
lying dependencies made 3,124 loans for S/.196,900,000 (about $3.0
 
million in 1976). Of these loans only 44 were for medium or long-term
 
purposes, accounting for $252,000 (8%) of the total loan portfolio.
 
All but three of the 44 medium-long term loans were World Bank funded.
 

Despite the severe communications, trans­
portation and marketing problems of the Project area the Tarapoto
 
loan portfolio's delinquency rate is about average for the country.
 
As of December 31, 1976 2.2% of the portfolio was delinquent 90 days
 
or iss and il5 was delinquent more than 90 days.
 

The capacity of the Tarapoto Agency of
 
the Bank to expand operations is reflected in its growth record from
 
1971 wher, it processed 185 loans for S/.11.8 million to 1976 when it
 
made 3,124 loans for S/.196.9 million. Loan volume and value are
 

expecte-. tf double agrin in 1977 to about 6,000 loans and S/.400.0
 
million (about $5.3 million). Of the total, 70% are placed in the
 
Project area. This growth has been accomplished without significant
 
increases in personnel. The present complement of 44 employees
 
includes eight professionals and 35 clerical, accounting and service
 
personnel. For the future, however, the bank has plans to expand
 
its professional staff by an addition"l 34 inspectors and agronomists
 
and 29 support personnel as it upgrades the Tarapoto Agency to the
 
equivalent of Branch status and opens at least two new Agencies, one
 
each in the Sisa and Biabo river valleys.
 

This Project will help to alleviate several
 
of the Bank's operational problems. The difficulty of field operations
 
caused by inaccessibility of farms will be reduced by improvement and
 
expansion of the road network. Marketing problems, which affect farmers'
 
ability to repay, will be eliminated in much of the zone. Land tenure
 
problems will be resolved, thus qualifying more farmers for credit.
 
In addition, the Project will provide vehicles and office equipment
 
to facilitate loan processing, inspection and collection.
 

The AGBANK's orientation toward the needs
 
of small farmers nationwide and its success in expanding its operations
 
accordingly lead to the conclusion that its criteria and its capacity
 
are adequate to insure that the target group will benefit from credits
 
supplied under this lcan, from the regular production loan portfolio
 
of the bank, and from the longer term credits for livestock and farm
 
improvement available through an IDB loan. The use of A.I.D. loan
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funds for medium-term credit will be limited to purposes of land

clearance and perhaps road spmrs or 
tracks providing accaro tc,qf
of farms. (These minimal tracks would be built by SEMA 
 3t atbout
$4,300 per kilometer.) 
 Upper limits on the amount of l nd clearince
 
to be performed per farmer benefitted 
per yar will asur, , oitble
distribution of benefits. limitThe will, of cour-e, , to tic coniLs­tent with SENAMA's needs as a business enterprise and will zot o itteit 
exclude farms because of size, since a major purpoie o tlh, prouJct is
to bring more land into production. Moreover, h, fw 
!.trg.. ,
of the area typically contain a great porcentage o: li:.inl,uitable
cultivation and so have a relatively 

for 
small resnurce ba,,- aind inc , m. 

v) Ministry of Agriculture (MTiNAG) 

When the former MIINAG '* :unct iun! w,re livi .edbetween MINAG and the new MINFOOD, the former retaind tho tunc:tiun 
of (a) agrarian reform, (b) industrial crop production, (c) ,xpan'1on

and conservation of agricultural forest
and areas, (d) -strural re­
sources development use, and conservation and (e) :orznatnit ona 
 :tt ncilen­
ing of associative enterprises.
 

Agrarian Zone IX corrinspon1.i, 'i::W IX.Within the Project area, MINAG serviceu.; four a:scit v, ntrpri .
and regulates land tenure. In addition, it i.; re pennl,. 
 Ior plaii.nhj
irrigation and rpfore':tntion projects.
 

Agrarian Reform ha!; not it L:ctto1 the Projct 
area in the sense of the major confiscations and red i:trlhutio-j of

land that have occurred on the coast 
and in the ,;ierr. In th.

absence of funds for major investments in forestry JLrriJtrn,
tmd
however, land tenure is a major function of Airarian Zone IX. Th 1,
is particularly true because of the state of tlux in land tenui,.

which prevails in the scmi-nomadic, slash and burn !;tylt of ,rrlrmnl 
now practiced. While a far-ier may have an e.stabl : ,id titl. :,r aspecific plot in a given year, he may have abandone.d the traict,
leaving it fallow and, in effect, living up hi.; rht t) A1.w010 who
choses to occupy it. This situation, multiplied ti:non,many 'ako'
difficult the job of keeping track of lind owner:; .p. 

farm 
Despite this major difficulty, n,m. ly Io,00units were delineated by MINAG in the Project ix,.o b,.tw,.an IPJ,9

and 1974. Five cadastral teams used photo map,,; datin; tro:n I'J61) for 
this purpose.
 

As stated in th,! t,.chnic., ,mi y 1:,, t irecognized that of cadastermuch the is now out o! Lato hecau:e or
shifting cultivation, subdivisions relatedand factorn. Fot this 
reason MINAG is reactivating the cadastral activity. Ttchnically, 

http:b,.tw,.an


Va.) HtnL4iry t _-mc'r 4 hCTItA4jI' Jf'l t TAi C.ations 

cordn.ite trnd supervLu thue i pl entat (A c t JC-1tt.losf ,l, 
coiunicatons ai,s ind Iak1'- I nItflr;rC~far (b) t( rIOtit t u ldh 
Of transportation and co'%1unicatlons, (c) to dTrL*Ct, coordiA.te, 
implement and supervise the construction, Iaintutl.!ce aid utI aI 

transportation routers and related in:.tallat ions;. 

-- Oruanz atLon ani [U , 1!4 !oniwY; 

The Executive Otfice of the Ministry consists 

of the offices of th~e Minister and of the Superior Director (Depu/ty
Minister) In addition, there is an overall advisory committee on 
Transportation and Communication, and sveral advisory offices. Thu 
MTC carries out its activities within the country through the Regional 
Bureaus of Chiclayo, thuara,Aruqu , Cuco, Iuancayo and Iquitos. 

In addition, several decentralized agencies are attached to the Ministry.
Thc principal activities of the Ministry are carried out by four 
General Bureaus: (a) Civil Aeronautics; (b) Communications; (c) Water 
Transportation; and (d) Land Transportation. The latter will be 
responsible for the physical execution of the roads within the
 

project.
 

-- Personnel 

In Limo the MTC has a total of 2,348 
regular employees plus 750 under contract. In the rest of the country 
there are 280 regular employees plus 850 under contract. The total 
labor force employed in MTC projects is estimated at 10,000 countrywide. 

-- General Bureau of Land Transportation (DGTT) 

The functions and powers of the DGTT include
 
the planning, direction, coordination, regulation, implementation and
 

supervision of the following activities: (a) studie. on proposed in­
vestments in land transportation; (b) activities related to highway 
construction, (c) operations to ensure road maintenances tnd (d) ac­
tivities related to urban traffic and transportation. 

http:coordiA.te
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49441A AMCo' t. the ea fawsII 
gtgs IMa of' te M14y TM ureau aL. uastwo supui iiat.fte fthn.toal 1eeeaLuat and the kxeas of Special' Itudeg. 

invlvd vththe projected Mwdi tat (a) tex~a'o 
Whaah PCras, dLgotsj cooditam excuet f~~ i tde 
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mechanical Equipment Division (SEM), 

The "servicico do zquipo Mecinico" (szm) isthe Division of the Z4Cwhich provide. ,the heavy contutn quPMentJ
needed for road construction and maintenance. The Director of.'SE 
reports directly to the =in'Director Superior. 52N ha. a t'ta o
1,980 employees and workers throughout the country. Inthe RtegionalOffice of Zquitose which includes teTarapoto region* the S114 has 
19 regular employees and 76 workers. 

SEM's equipment throughout the country includes$
 

NO Units Construction Maintenance Vehicles
 
Equipment Equipment 

Inoperation 213 404 632 

Under repair 153 429 3991 

Total: 366 833 
 :1031
 

3-. 
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"tonal ottLye ot 1quixo wl~5 

N Units oc~ n 4o~RA ntVI'nce vehicles 

rqu lfvcrat 

in operaton a., 41 

Urer repair 138 54 

95
Total: 220 


In 1977 SEM hat; in approved budget of 

S/.300 million (approximately US $3.7 million) of which S/.15 million 

(approximately US $i85,000)is astigqned to the lquito; |helional Office. 

In 1978 the SM will request a total budget of S/.750 million (approxi­

mately US $9.3 million) which will be assigned to the Iquitos Regional 
Office.
 

-- MTC's Public Inve!tment
 

The amount of public investment in the
 

transportation sector during 1977 is S/.9,420 million (approximately
 
US $116 million), of which S/.2,815 million (approximately US $23
 

million) is assigned to the Iquitos Office.
 

The investment budget for 1977 is mainly
 

directed to the following projects: continuation of the construction
 

of the Huanuco-Aguaytia road which leads into the project area from
 

the South; improvement of the river ports at Iquitos, Pucallpa and
 

Yurimaguas; rehabilitation of the railway system; completion of the
 

Tarapoto-Rio Nieva and the Chamaya-Jaen-San Ignacio roads leading
 

into the Project area from the North Coast; insuallation of permanent
 

steel bridges in the Huallaga Central Area South of Juanjui; continua­

tion of the construction of the Corral Quemado-Ayar Manco, Ingenio-


Quebrada Honda, Puente Paucartambo-Puerto Bermudez, Inambari-Puerto
 

Maldonado and Jenaro-Colonia Angamos roads; and completion of the
 

Iquitos and Arequipa Airports. For the year 1978 the MTC will request
 

the approval of a total budget of S/.11,400 million (approximately
 

US $142 million). 

At present and for the near future the MTC's
 

resources are almost completely employed. Mission discussions with the
 

DGTT Chief and his head of the Bureau of Engineering indicate that MTC
 

will only be able to contract private engineering firms for road con­

struction in the Project area and will be unable to perform any of the
 

construction itself for possibly two years. Nevertheless, they have
 

provided a complete list of qualified contractors with experience and
 

interest in jungle road construction and believe there would be no
 

scarcity of bidders for such jobs.
 



The il)(; !Ita 1111Ctcd th~t the weC wiould 

be tully c4pAblo ofinpJ1 ntiWJ t-.c c itr~Actnml 1.nd or the project, 
i4nc1UluA1m thie torms~ ot rtrenti't: T,)t !,it~ied eiiqisceimn) !3tuditu ~And 
desigins, act.jil coinitruction afA tupdt vi~iicn. 1(ecent tiitisitactory 
experience with 2,W in the A.I.D. iponiorel rar.noto toad pro)tct as 
well a reports oi satisractcar- proqre55 in World itank and Ibu projects 
lead to the conclusion that the MTC ii lully capable of undertaking 

its part in tlis Project. 

vii) The National Office o Natural Resource 

Evaluations (ONER1) 

ONER1W is a s(.mi-autonomou.i agency of the 
office of the Presidency and operates under the general guidance of
 
The Prime Minister. Its mission is to establish the potential of
 

Peru's natural resources and define their appropriate use in develop­
ment from the socio-economic point of view.
 

With approximately 170 personnel including
 
cartographers, geologists, agronomists, economists, civil engineers
 

and selected specialists, ONERN produced, between 1962 and 1974, an
 
impressive series of resource studies covering most of coastal Peru
 
as well as sections of the Andean region and jungle, including
 
Project area. In the view of the Mission many of these studies have
 
been of sufficiently high quality and reliability to serve as basic
 

planning documents for comprehensive subregional or regional
 
development projects.
 

In all ONERN has produced 47 major resource
 
inventories and studies in its 15 year history. Of these 12. were at the 
national level e.g., total land and forest resource inventories; 19 
were coastal watershed evaluations; two were total natural rzsource 
inventories of Sierra regions; and 15 were inventories and evaluations 
of jungle areas, some in cooperation with FAO. For most of the areas 
of possible replication of this project, ONERN has developed preliminary 
resource inventories and soils studies which could serve as the point 
of departure for definitive assessments. 

ONERN is recognized as one of the most capable
 
technical agencies of the GOP. It coordinates closely with INP and
 
the Military Geographical Service as well as other resource planning
 
entities. With some difficulty it has attempted to keep abreast of
 
modern developments in the field of satelite technology in resource
 

identification and evaluation. The Mission is confident that ONERN's
 
participation will be mutually beneficial to the project and to the
 
technical capacity of the institution to provide reliable resource
 
evaluations rapidly and at reduced cost.
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b. 	 ANALYSIS OP MANAGENT CAPABILITY Alt COOPOIIATIO 
KECIIAISK5 

Three of five entities involved in the Project are 

closly linked administratively -- MItIWOOD (including EPSA and S1r'AW), 

MIHAG and the AG3RMK. A.1 ore con5tker*,d Olly caiphlo of administering 

their specific elemits of the Project and of closely coordinating
 
their activities. Project elements to be Mndled by the three include
 

all 	but the road construction and resource studies, as delineated
 

belowt
 

i) Credit
 

The AGBANK has an excellent record in the
 

expansion of credit to small and medium farms, particularly in the
 

Project area, where credit has doubled in each of the last two years.
 

Coordination between MINFOOD and the Bank are close and continuous,
 

so that MINFOOD is able to advise farmers on the availability of
 

credit and the Bank is able to project credit needs. This coordina­

tion has a ,Tgal,organizational and practical basis. It is expected
 
to continue.
 

ii) Mechanization
 

Machinery service is internal to MINFOOD
 

through EPSA/SENAMA but requires coordination with the AGBANK sint.e
 

few 	farmers can hire machinery without credit. SENAMA is a business­

like organization with the capacity to respond to effective demand,
 

given the resources to be provided under this Project. It will be
 

important that SENAMA keep close relationship with extension agents
 

in the application of machinery.
 

iii) Extension
 

Extension is also internal to MINFOOD's central organiza­

tion, requiring little coordination other than that already noted under
 

the 	credit and machinery elements. MINFOOD's zonal personnel have a
 

good grasp of the development needs of the Project area and a growing
 

fund of experience within it. Through its marketing office, MINFOOD
 

is in constant touch with EPSA to fix floor prices and import levels
 

as well as to predict marketing and transportation requirements. These
 

are 	wll established methods of coordination since EPSA is an agency of
 

the 	Ministry.
 

iv) Marketing
 

Marketing mechanisms for the products of the Pro­

ject area are well established. At present, only the lack of infrastruc­

ture and access prevents EPSA from serving the Project area as it does
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other areas of the country. 
2PSA has both the ability and the incentive
 
to serve the area sinco its products are strategic to the economy of
 
Peru. 
 Corn, soybean, rice, and sorghum, are all imported in significant
 
quantities.
 

v) Land Tenure
 

Land tanure affairs will be handled by MINAG,

which has adequate procedures, core personnel, and experiene to met';
 
Project requirements.
 

vi) Resource Studies
 

Studies of similar development areas will be
 
undertaken by ONERN, which will also assist in monitoring 
resource
 
use in the Project area. It is expected that ZRTS imagery will be

employed. 
ONERN produced the basic resource information for this
 
Projact in cooperation with FAO and is now developing experience

with satelite imagery. Its technical capacity is excellent and will
 
be enhanced by participation in this Project.
 

. ADMINISTRATIVE ARRANGEMENTS 

As outlined above in section IV.A.la Zonal Directors
 
of all the Ministries and other executing agencies will make up the
 
Regional Committee which will implement this Project and other develop­ment activities in the Project aree. 
 Included in the Conmittee will be
 
farmer representatives elected through the producers nuclei in the

National Production System. The Regional Committee will work under the
 
direction of an appointee of the Prime Minister who will have operational

and budgetary authority over 
a11 GOP offices in the Department, as
 
illustrated in the following organization chart.
 

Operating budgets and Project funds, both A.I.D.

appropriated and GOP counterpart, will be allocated to the Committee
 
and then to the agency or office implementing a specific Project
 
element or activity.
 

This arrangement affords an improved ability to

orchestrate the entire Project, since virtually all of the authority

and responsibilitl for implementation wouldreside with the Chief of
 
the Development Committee in the zone. 
 Based on the legi3lation

establishing a regional authority for the neighboring Department of

Loreto, tha Mission has concluded that a similar arrangement for the
 
Project area would afford the best possible means of coordinatiag

Project activities, with the possible exception of the contracting
 
and procurement functions described in the following paragraphs.
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Goods and services procured under the Loan will

have their source and origin in Peru and in countries included in
 
Code 941 of the A.I.D. Geographic Code Book. An estimated US.$7.5
 
million of Loan funds might be used for procurement of imported goods

and all services, of which approximately US$6.5 -rillion might be used
 
for the purchase of U.S. construction equipment, machinery, and

vehicles. The procurement of these goods is expected to be Fursuant
 
to Letters of Commitment procedures, and will comply with A.L.D.'s
 
shipping requirements. Approximately $7.0 million will be -sed to
 
finance local costs of road construction contracts.
 

Distance and social and ecological differences
 
make far reaching regional autonomy of loan implementation advisable.
 
This remoteness, however, also impedes management of the procurement

function from that area. 
 The scheduled loan financed acquisition of
 
various goods and services (including professional and construction
 
services) requires continued quick access to the business and tinancial
 
centers at the coast. The Tarapoto area 
lacks the required communica­
tion system to provide the necessary linkaqe on which the success of
 
the loan will depend. Therefore, the Lima liasion office of the
Regional Development Committee will coordinate orocurement activities.
 
Procurement specifications will originate from the Regional Committee
 
which will direct the Lima office to proceed with the proposed procure­
ment. The specialized procurement sections of the various Ministries
 
will be used to develop the Project's IFBs.
 

2. A.I.D.
 

A.I.D.'s principal active role in Project Implementation

will be in the contracting and procure-nent function where A.I.D.'s
 
approval will be required prior to disbursement, and where advice and

assistance will be needed. Such assistance will be required inter­
mittently during the first year of the Project to assure 
the smooth
 
functicning of the procurement process and compliance with A.I.D.
 
regulations. 
The USAID will engage the setvices of a Procurement
 
Advisor on a TDY basis as needed for thi Because much of
purpose.

the detailed procurement work will occur before the first disbursement,

the Mission will finance this assistance from the Mission Operational
 
Budget.
 

During the life of the Project monthly field inspections

will be conducted, primarily by USAID engineers and agriculturists.

This activity is within the capability of the present Mission staff.
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B. 	Evaluation Plan
 

This Project provides a concerted rLsponse to complex
 
problems in a rapidly developing area that is expect'd to become a
 
major production !:enter of Peru. Development of the region will
 
offer nfe opportunities for employment and income for rural families
 
now L<:i.iling -n the area and migrants entering the region from poor
 
over pc-pulated areas. The evaluation will focus on several issues:
 
(a)the productivity of the Project area; (b; the efficacy of the
 
physical and administrative ifv tructurc and services; and (c) the
 
Project's impact on employment, .omes and "iving conditions of the
 
present population and additional settlers. '
 

During the first two years of infr;istructure build-up
 
limited impact can be expected. Roads will Lit under construction;
 
materials and equipment will be en route. The cadastral process will
 
have been implemented but other Projact comuonents will have only
 
begun to develop by the end of the second year
 

Evaluation during the first two years of the Project will
 
be limited to monitoring and measuring inputs for infrastructure
 
build-up as indicated in the logical framawork. Baseline data
 
(e.g. crop production, marketing, land tenure patterns, migration
 
flown, etc.) will be collected in representative communitie. within
 
the Project area to be able to better assess the long-term socio­
economic impact of the Project.
 

'phree I ,els of Project performance indicators will be
 

utilired in the evaluation, each corresponding to different stages of
 
Project development.
 

1. Level I indicators will be used to evaluate the first
 
Project implementation and will essentially involve a summary of
 
Project monitoring. The outputs to be measured include:
 

a. 	the number of hectares of land cleared, based on
 
SENAMA records and satelite imagery;
 

b. 	the number of kilometers of penetration roads
 
constructed based on supervisory reports;
 

c. 	the number of land titles normalized;
 

d. 	progress made in the amplification of extension
 
services and of the construction of storage
 
facilities.
 

2. Level II indicators will be evaluated at the end of the
 

second year and in subsequent annual evaluations at which time the
 

1_/ Baseline data will be collected during the early stages of the Project.
 
The Mission's social scientist will ciordinate this effort and will be
 
assisted by the Regional Development Committee.
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first lormal evaluation of the Project ?ill be possible since in­
frastructure buildup 
should be nearing completion. Among the
 
level II indicators to be utilized in measuring progress toward
 
meeting established output and Project purpose targets are:
 

a. 	measurements of gross production based on EPSA
 
marketing data, cadaster reports and satelite imagery;
 

b. 	efficiency of marketing services based on EPSA
 
purchases and shipments weighed against local
 
consumption and gross production;
 

c. 	continued progress in land clearing based on SENAMA
 
records and satelite imagery;
 

d. 	utilization of farm machinery services based on
 
SENAMA records; AGBANK records and information from
 
the cadastral survey;
 

e. 	effectiveness of extension and research functions
 
in serving farm population based on USAID monitoring

and inspection, and MINFOOD records;
 

f. 	the efficiency of the administrative infrastructure
 
and the institutional arrangements for project

implementation will also be reviewed by the end of
 
the 	second year and in subsequent evaluations.
 

3. Level III indicators will be measured at the end of the
 
Project and in the final evaluation several years later to ascertain
 
whether longer range targets of the project have been reached. Among

these indicators of purpose and goal achievement to be measured in­
clude:
 

a. 	measurements of gross production based on MINFOOD/
 
EPSA records;
 

b. 	amount of land in crops and in permanent pasture;
 

c. 
annual income data by farm size measured through
 
extension records, AGBANK data and cadastral survey;
 

d. 	changes in employment patterns.
 

Since the purpose of this Project is to test a methodo­
logy for achievement of optimum use of the economic resources in the
 
high jungle area, it will be useful to evaluate the social implica­
tions that attend this new development approach. For this purpose,
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social welfare indicators will be established and measured. Al­though the Project itself contains no provisions for health,
education or other social infrastructure, health, nutrition and
education data will be collected and used to evaluate the impact
of economic development on the standard of living of the Project's
beneficiaries. 
 In order to better ascertain the Project's impact
on the social welfare of the target group, such welfare indicators
 as increased access to educational and health facilities, mobility,
reduction of class boundaries and increased range of individual
choice, will be measured by an attitudinal survey which is con­templated after the termination of the project. 
The survey
techniques applied by the A.I.D. Mission's social scientist will
be both formal and informal, and will attempt to ascertain atti­tudinal changes in the perceptions of quality of life for project
beneficiaries. 
Two groups will be surveyed separately: long-term
residents of the area and recent migrants who were attracted to

the region for economic self-improvement.
 

Data from the cadastral process will also be used
to measure the impact of the Project on the intended beneficiaries.

In their surveys, cadaster teams will be collecting socio-economic
data on individual farms in the area. 
 Information will include
housing, income, family size and education as well as crops and
livestock. 
Since the cadaster process will be continuous through­
out the life of the project, it can provide sufficient baseline
 
data for evaluation purposes.
 

Resource evaluation studies performed by ONERN as
part of the project will furnish a detailed overview of land use
at various intervals during the life of the Project. 
 These eval­uations will be compared with aerial photos made at the beginning
of the project to aid in cadastral work, thus providing accurate
measurements of progress in bringing land into cultivation.
Satelite imagery will also generate detailed information on the
areas planted in specific crops during several stages of the
 
project.
 

Provision for annual joint evaluations with the
participation of A.I.D., INP and the executing agencies will be
included in the Project Agreement. These evaluations will
 measure Project progress during the course of the preceding
year against output levels and other indicators listed above as
contained in the Log Frame and annual work plans. 
All inputs
will be monitored. 
The timing of the yearly evaluations will be
 
established by implementation letter.
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C. Implementation Plan
 

The Project implementation plan has two principal ob­
jectives: 1) a rapid infrastructure build up during the first two
 
years (penetration roads, machinery parks and marketing facilities)

and 	2) the early start up and continuation of project components

that are on-going in nature (project direction, land surveying and
 
titling, resource inventories and studies, intermediate credit and
 
extension services).
 

Chart (IV C) 1 shows how the various elements of the

Project will be time phased. Infrastructure development starts early

in the Project and is completed by the end of the third Project year.

All other activities after start up contine throughout life of the
 
project with the exception of the resource inventories and studies.
 
Time phasing in the implementation plan is based on the technical
 
analysis found in Part III A and is consistent with the financial
 
plan found in Part III B.Implementation spects are further discussed
in Section IV.A.
 

D. 	Conditions, Covenants and Neqoti ,ting Status
 

The language of the conditions and special covenants pro­
posed for inclusion in the Loan Agreement (in addition to the
 
"istandard" provisions) is set forth in Annex H except for three
 covenants 1/ which will be on the agenda during negotiations. The
 
conditions and covenants are designed to provide adequate safe­
guards that:
 

1. the required GOP implementing mechanism and adequate

personnel are assigned to the Project;
 

2. medium-term credit is used in accordance with Project
 
design;
 

3. adequate short-term production credits are made
 
available to Projcct farmers;
 

4. adequate engineerinc designs and maintenance plans forroad construction, marketing collection centers, and machinery parks;
 
that
 

5../ the trunk highway from Juanjui through Tarapoto to
 
Chiclayo will be maintained on an all weather basis.
 

1/ The covenants are tentatively formulated as follous:
 
a. 	The Borrower agrees to make available adequate
 

resources for production credits complementary
 
to the Project.
 

b. The Borrower agrees 
to review on an annual basis its food pricing poli
with regard to impact on the Project area.
 

c. 
The Borrower will take appropriate measures to prohibit illegal
 

production of coca in the Project area.
 



CHART (IV C) 1 

Illustrative Project Implementatic¢, Phasing Plan 

Project Year 1 2 3 4 5 

Project Activity 

1 
Quarter 

2 3 4 1 
Quarter 

2 3 4 1 
Quarter 

2 3 4 
2uarter 
2 3 41 2 3 

1) Penetration Roads 
Road Design 

Road Building 
Procurement for Road 

Maintenance Equipment 

2) Road Maintenance 

3) Medium Term Credit 

4) Machinery Parks 
Equipment Procurement 
Techniczi Assistance Advisors 
Engineering Design 
Construction 
Services 

5) Marketing Collection Centers 
Equipment Procurement 

Engineering Design
Technical Assistance Advisors 
Construction 
Services 

6) Land Surveying and Titling 

7) Extension 
Equipment 

Services 

Services 
Procurement 

8) Resource Inventories and Studies 

9) Project Direction 

10) Evaluation 
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SUBJECY: SUB-TROPICAL LANDS DEVELOPMENT LOAN PRP C" 
THE DAEC REVIEWED SUBJECT PRP ON NOVEMBER 4 AND AUTHORIZEDINTENSIVE REVIEW OF PROJECT SUBJECT TO INTERIM CLARIFI-CATION ON CREDIT COMPONENT OUTLINED BELOW IN PARA 10.
THE DAEC REVIEW RESULTED IN THE FOLLOWING GUIDANCE 
 WHICHIS BEING PROVIDED MISSION FOR PREPARATION OF PP: 

1. PROJECT STRATEGY: THE DAEC EXPRESSED CONCERN THAT
SIMILAR PROJECTS IN LATIN 
 AMERICA, ALSO DEALING WITH THECONSOLIDATION STAGE OF COLONIZATION, HAVE BEEN RELATIVELYUNSUCCESSFUL DESPITE THE PRESENCE OF ALL INPUTS THATRESEARCH AND EXPERIENCE DICTATE SHOULD BE INCLUDED. IT ISCONCEIVABLE THAT THE MIX AND TIMING OF SUCH INPUTS MAY BEA CRITICAL ELEMENT IN WHETHER A PROJECT IS RELATIVELYSUCCESSFUL. INTENSIVE REVIEW SHOULD INCLUDE AN EXAMINATIONOF PROPOSED PROJECT COMPONENTS TO INSURE THAT A TIMELYAND COMPLEMENTARY MIX EXISTS AMONG THEM. ELEMENTS THATNOT MEET THESE CRITERIA, DOOR THAT ARE LIKELY TO HOLD BACKOTHER ELEMENTS, SHOULD BE POSTPONED. THE SILO/WAREHOUSINGPORTION IS AN EXAMPLE; WILL THIS ELEMENT BE NEEDEDCONCURRENTLY WITH ROADS AND LAND CLEARING WHEN IT $)UXLXS~EVERAL-I.LTXPECTETUAT rn CAL PRODUCTION IN THEPROJE-CT AREAAI isDB 
UNITED NATIONS FOoD AND AGRICULTURE ORGANIZATION (FAO)PROJECT AREA CONDITIONS SHOULD ON

BE UTILIZED DURINGINTENSIVE REVIEW. 

2. INFRASTRUCTURE ANALYSIS: DURING INTENSIVE REVIEWMISSION SHOULD ANALYZE EXISTING SOCIAL AND ADMINISTRATIVEINFRASTRUCTURE IN PROJECT AREAS TO INSURE THAT IT WILLBE ADEQUATE TO SUPPORT AND RETAIN EVENTUAL ANTICIPATEDPOPULATION OF 159000 FAMILIES. BASED ON SUCH AN ANALYSIS,THE PP SHOULD INDICATE WHETHER ADDITIONAL INFRASTRUCTUREB-1pR RJ i 1" '. . WHATAbb4fJ'iNAI MOPTIONAL,UNCLA SSIFIED Y FORM 151 
(Formerly FS.412501 5BI 011 January 1975
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3. ROAD COMPONENT: THE PP SHOULD ELABORATE ON THIS 
IMPORTANT COMPONENT OF THE PROJECT. ROADS TO BE CON-

SHOULD BE SUBSTANTIALLYSTRUCTED UNDER THE PROJECT 
IDENTIFIED BY THE TIME THE PP IS FINALIZED. DESIGN 

SHOULD BE INDICATED, AND NECESSARY ENGINEERINGCRITERIA 
(ESTIMATESSTUDIES COMPLETED AND COST ESTIMATES FIRMED 

CONSTRUCTION ACTIVITIES INSHOULD ALSO BE FIRM FOR OTHER 

ORDER TO MEET THE REQUIREMENTS OF SECTION 611 OFIHE FAA).
 
DIRECT MISSION INVOLVEMENT IN MONITORING OF THIS
 
COMPONENT SHOULD BE MINIMIZED THROUGH THE ADOPTION OF THE 
FIXED AMOUNT REIMBURSEMENT METHOD (FAR) OF DISBURSEMENT. 
THE IN-HOUSE CAPACITY OF THE MINISTRY OF TRANSPORT TO 

(AS WELLFLAN, CONSTRUCT AND MAINTAIN THESE TYPES OF ROADS 
AS MAINTAIN EQUIPMENT) SHOULD BE EVALUATED AND ADDITIONAL 
TECHNICAL AND INSTITUTIONAL NEEDS IDENTIFIED AND TREATED. 
FINALLY, THE FEASIBILITY OF PROVIDING FOOD FOR WORK 
SHOULD BE ADDRESSED. 

A KEY INDICATOR4. LAND TENURE: SINCE LAND TENURE IS 
AS WELL AS A POSSIBLEOF GOP COMMITMENT TO PROJECT, 

CONSTRAINT TO CREDIT UTILIZATION, MISSION SHOULD 
LAND TITLING INTO OVERALL PROJECT DESIGN. ININCORPORATE 

ADDITION, MISSION SHOULD ENCOURAGE GOP TO SUBSTANTIALLY
 
INTENSIVEADVANCE TITLING PROCESS IN PROJECT AREA DURING 

REV W PERIOD.
 

:. TARGET GROUP: INTENSIVE REVIEW SHOULD RESULT IN 
MISSION INCORPORATION INTO PP OF SPECIFIC CRITERIA FOR 
SUB-LENDING ACTIVITIES, ROAD ALIGNMENT, AND LOCATION OF 

WAREHOUSES, EQUIPMENT POOLS AND OTHER PHYSICAL 
IMPACTINFRASTRUCTURE, IN ORDER TO INSURE GREATEST ON 

AID'S TARGET GROUP. 

6. 	 PROJECT IMPLEMENTATION: 
--- A. INSTITUTIONAL COORDINATION. DURING INTENSIVE 

REVIEW MISSION SHOULD ANALYZE HOW INTER-INSTITUTIONAL 
ZONAL WORKING COMMITTEE MIGHT BEST BE STAFFED DURING 

INTERMINISTERIAL COMPACTS) WILL BE REQUIRED TO INSURE 
THAT PROJECT IMPLEMENTATION WILL OCCUR ON A TIMELY AND 
RATIONAL BASIS. THE PP SHOULD SPECIFY THE LEVEL OF 

THEDECISION-MAKING WHICH WILL BE REPRESENTED ON ZONAL 
COMMITTEE AND TO WHAT EXTENT DECISIONS RELEVANT TO PROJECT 
EXECUTION MAY BE MADE WITHOUT RECOURSE TO CENTRAL 
OFFICES IN LIMA. 

-B. STAFFING. DURING INTENSIVE REVIEW MISSION SHOULD 

Classification OPTIONAL FORM 161 

50151-101 

UN.CLASSIFIED (Formrly FS-412 
January 1975Dept. of Stalle 
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ADDRESS CURRENT AND ANTICIPATED STAFFING LEVELS OF VARIOUS
 
INDICATE A
COOPERATING AGENCIES IN THE ZONAL OFFICE AND 


TIMlE FRAME FOR STAFF BUILD-UP IN LIGr OF CURRENT DEFICITS
 

AND EXTRA REQUIREMENTS DUE TO ANTICIPATED PROJECT
 

THE PP SHOULD GIVE PARTICULAR ATTENTION TO
ACTIVITIES* 

MINFOOD EXTENSION SERVICE REQUIREMENTS AND INDICATE WHERE
 

AGENTS WILL BE RECRUITED, THEIR
ADDITIONAL EXTENSION 
LEVEL OF EXPERTISE AND HOW EXTENSION EFFORTS WILL BE
 

COORDINATED WITH OTHER AGENCY ACTIVITIES.
 

DURING INTENSIVE REVIEW
7. APPROPRIATE TECHNOLOGY. 

CAPITAL RESOURCE
MISSION SHOULD ANALYZE HUMAN AND 


CHARACTERIS-CAPACITY OF PROJECT AREA, AS WELL AS PHYSICAL 
TO DETERMINE MOST APPROPRIATE TECHNOLOGYTICS, IN ORDER 

FOR ANTICIPATED ROAD CONSTRUCTION AND LAND CLEARING 

ACTIVITIES, AS WELL AS EQUIPPING OF MACHINERY 
POOLS AND
 

WAREHOUSE FACILITIES. TECHNOLOGY MIX SHOULD BE
 
SCARCITY OF LABOR INIDENTIFIED IN VIEW OF THE POSSIBLE 

PROJECT AREAS AS SETTLERS CONCENTRATE ON THEIR PARTICULAR 
PLOTS OF LAND. 

S. SUBSIDIES: PP SHOULD ADDRESS THE EXTENT TO WHICH 

CREDIT AND EQUIPMENT RENTAL WILL BE SUBSIDIZED AND
 
WOULD


DETERMINE WHETHER A MAINTENANCE OF VALUE PROVISION 
PROGRAM CONTINUITYOE AN APPROPRIATE MECHANISM TO INSURE 

FOLLOWING LOAN DISBURSEMENT. 

REVIEW9. TECHNICAL ASSISTANCE: DURING INTENSIVE 
ASSISTANCE REQUIREMENTSMISSION WILL 	 ASSESS TECHNICAL 

FOR PROJECT SUCCESS, AND INDICATE WHAT ADDITIONAL
 
INTO PROJECT
NEED TO BE INCORPORATEDASSISTANCE WOULD 

DESIGN IF DUTCH COPERHOLTA TEAM TERMINATES ITS PROGRAM. 

AND LONG TERM CREDIT: AN INTERIM10. INTERMEDIATE 
RAISED DURING THE

REPORT IS REQUESTED TO ADDRESS POINTS 
ON THE FOR 	 INTERMEDIATEDAEC REVIEW RATIONALE A DISTINCT 

AND LONG TERM CREDIT FUND TO FINANCE FARM IMPROVEMENTS
 
IN THE PROJECT AREA. SPECIFICALLY
AND AGRO-INDUSTRIES 

ASSESS THE PROBABLE DEMAND FOR SUCHTHE MISSION SHOULD 
CREDIT AMONG 	 TARGET GROUP IN PROJECT AREA AND EXPLORE
 

DEMAND COULD BE MET UTILIZING FUNDS WHICH
WHETHER THIS 

UNCLASSIFIED
 
THE PROPOSED AGRICULTURALMAY BE AVAILABLE UNDER 

REPORT MAY BESERVICES PRODUCTION FUND LOAN. THE 
SUBMITTED SEPARATELY OR BE INCORPORATED INTO THE INTERIM 

PRODUCTIONREPORT REQUIRED FOR THE AGRICU!TIIPAA.RUICES 
OPTIONAL FORM 151Classification 

(Form,,t FS-412UNCLASSI "IED 
 State. o 197.
50151101e 
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ii. TDY ASSISTANCE: 
DOT WILL PROVIDE TDY 

DURING INTENSIVE REVIEW LA/DR 
ASSISTANCE TO CONDUCT LAND USE 

AND 

REMOTE SENSING TECHNIQUESINVENTORY IN PROJECT AREA USING 
AND ASSIST IN ECONOMIC AND FINANCIAL ANALYSIS. 

12. 	 BASED ON THE MISSION'S INITIAL ENVIRONMENTAL 
AA/LA HAS REACHED A THRESHOLD DECISIONEXAMINATION, THE 

FOR THIS PROJECT 	 INDICATING A NEGATIVE DETERMINATION. KISSINGE 
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B. BUILD=G CONSTRUCTION PROGRAM 
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Docients 
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2.3. 	 Construction Inspection 

Table 1 - Architectural Lay Out 
Cost BreakdownTable 2 ­
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A. ROAD CONSTRUCTIN PROGRAM 

1. GENEAL 

The Pzoject will finance the construction or rehabilitationof six rural roads with a total length of 175 En. These radswill run along valleys tributary to the Huallaga river and willconnect their agricultural production areas to the existingTarapoto-Juanjui bighway. On five of the proposed routes thereare already sub-stnzda.d dry weather, third class roads accord­ing to Peruvian standards. One of the projects will involvecomplate new construction and another one will require aewconstruction for approximately 50 percent of its length andrehabilitation on the remaining 50 percent. 

The Tarapoto,-Juanjui road rns along the west bank of theHuallaga river and is a part of the Marginal Jungle Highway.
Its 136 Xbi. are t--ansitable the year round. it was built in
1966 - 1969 and was partially financed with 
an AID L-480 Loan.With the completion this year of the Olmos-Tarapoto noad, thesector of the Huallaga valley between Tarapoto and Juanjuiwill be permanently Linked to the coastal. Panamerican Highway. 

Four of the valleys served by the proposed rural roads areon the west side of the Huallaga river and two are on the eastside. Since the Tarapoto - Juanjul road is on the west side,there will be need of two fery-boats to crss the Huallaga and
gain access to the Eastern valleys. 

2. DESZMT CRIT-.t 

The design c-iteria to be used for the engineering workthe seven onrural roads will be in accordance with the AASH.Ogeometric standards for roads with an ADT of under 100, mcdi­.ed to confor to Peruvian Third Class Highway Standards as 
follows: 

MaxiMUM Maximum Minim=Terrain Design Speed Grade Radius Sight Distance 

Flat (Meters) (meters)50 ! H 5.0 65 60 

Rolling 35 5.0-7.0 30 38 

Mountainous 25 7.0-10.0 15 25 

The final section of the roads will be designed for a roadbed of 4.0 m. This will include one traffic lane of 3.00 m. 



(app. 10 feet) with minimum 3%s opes and with 0.50 m. shoulders 
over all sections. Cut slopes will generally be 1.5:1. The road
will be surfaced with a 0.20 thick course of sela,:ed granular
material. Side ditches and culverts will also be provided as 
well as wooden or steel and concrete bridges for the crossing
of all the rivers and straams with the exception of the Huallaga
river. The consulting firm P. & V. has developed several typical 
cross sections for fill, cut and hillside conditions for various
 
possible types of terrain.
 

In order to allow passing and overtaking the road bed will be 
widened approximately every 200 mts. to a width of 6.00 m. The 
length of these turn-out sections will be of approximately 40 mts. 

Upgrading of the existing dry weather roads will include
 
compaction, elevation and widening 
 of the road bed with the
addition of the surface course and the drainage facilities.
 
Typical Road Sections are attached to this Section.
 

3. DESCRIPTION OF ROAD CONSTRUCTION WORK 

3.1. EAR:NWRx - GRADING 

3.1.1. Flat Terrain 

For clay soils with organic material, high plasti­
city and high moisture content, the elimination of 0.30 of top soil 
and its replacment by selected fill material will be needed; the 
fill embankent will be built 0.60 m. to 0.90 thick andm. 

compacted to densities between 90 and 95% of the maximum density;
 
and the subgrade or road platform will be leveled. 

For non-plastic soils with good bearing capacity,
there will be no need to eliminate the top soil. The road embank­
ment will be 0.30 m. thick. 

3.1.2. Rolling Terrain
 

The work will involve the widening of the road
primes in the case of the existing trails and the construction 
of a new section for new roads on in the case of change of 
alignment. The road bed will also be levelled and, at both ends, 
will slope down 1.5:1. On the hill side, the slope of the cut 
will generally be 1:3. 

3.1.3. Mountainous Terrain 

The earthwork will involve either the widening of 
an existing section entirely or partially in cut or the construction 
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of a completely new section. Road platform will be levelled and

at both sidel, it will slope down 1.5. i. 
 On the hillside, the

s1Ope of the cut will generally be 1:5.
 

3.2. ROAD SO '7C G 

A 20 cm. thick sub-base of selected granular material
will be placed on a width of 3.00 m. 
of all roads. in general,
the material will consist of granular material of low plasticity
and will include gravel of sizes below 10 cm. bIs material willbe obtained frm= nearby quarries, transported to the road siteand compacted to a density at not less than 95% of the maximum
obtained by the Modified Proctor Method. 

3.3. DRAMINGE 

at is anticipated that on the average, three 36 inch
diameter culverts will be installed in each kilometer of road.

Drainage ditches will be constructed along the full length of the
roads, with cross sections varying from 0.5 to 1.5 square meters

according to the type of soil.d and precipitation records. In

extreme conditions, 
 the work will also include the installations
 
of pe.'-orated pipe.
 

3.4. BRIGES
 

Some small creks may be crossed with temporary structu.resof wood or timber. For larger creeks -mlpatmenent concrete 
or steel bridges may be constructad. The main crossings requiring
larger structures axe: The Sisa river (50 m. to 60 m.) Bcmbanajillo
(10 m.), Ponasillo (15 m.), Eslabon (15 m.), Ziscovacu (15 m.) and
Sacanche river (50 m.). Some of the existing roads already have
permanent bridges such as the ones on the Sapcsoa, Balsayacu,

and Ashcoyacu rivers.
 

With regard to the crossing of the Huallaga river togain access to the Valle Biabo and Ponaza roads, there will be

need of motor powered ferries since the width 
of the river is at
least 250 meters wide and carries large trees and cther debris.

Cable ferries would require towers 25 to 30 high.
meters Special
foundation and anchorage problems would exist. To cross the river
with heavy construction equip-mnnt, canrafts be joined with a top
platform to carr-y loads of up to 12 tons under optimum conditions. 

4. COST ANALYSIS: 

4.1. METHODOLCGY: 

For the purpose of estimating the road construction costs,
unit costs per kilometer have been deteained for each one of the 
nine typical cross sections developed. The unit prices for each 
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item of work, are based on the unit prices used by the Ministryof Transportation and Cocmunications for bidding in, February 1977on the La Coipa - Rumipite road. 
This road is also located in the
high jungle area and has similar characteristics to the proposedHuallaga roads, with regard to design, location, topography, geo­
logy and climate. 

For the earthwork, in addition to the costs of excavation,filling and levellin, overhaul costs for borrowed material havebeen estimated based on the distances to the known or lik elyborrow pits. The cost of the road surfacing is also based on thedistan es to the possible sources of the required granular sub­base material which have been tentatively identified.
 

The consulting firr P. & V., using a field inspection andavailable maps and aerophotcgraphs has selected the route
of each road, the t pical cross sections which are most adequate
to the topography and soil conditions. Similarly, one of five
possible drainage solutions has been selected for each section
of road. With regard to bridges, all stream crossings have beenidentijied and construction costs have been estimated according
 
to length.
 

In Section 7, we describe in greater detail the methodology
used for the cost estimation. 

4.2. UI PRICES: 

The unit prices considered for the main items of work are
 
the following:
 

Item Unit Unit cost (CUSS) 

General Excavation 
 cub. mt. 1.00

Rock Excavation 
 cub. mt. 2.00

Fill (excab. material) 0.50
cub. mt.

Borrow Fill 
 cub. mt. 1.50
Grading 
 sq. mt. 0.17
Sub Base 
 sq. mt. 0.55
Overhaul 
 cub.Mt./Rm. 0.68 

(average distance = 5 kin)36 in. metal culverts 
 M. 131.25

Drainage ditch (1.5 sq.L-t.) M. 3.13

Drainage ditch (0.5 sq. mt.) M. 1.13
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4.3. E LM; AND SU2p--VSzoN COSTS:
 

Based on local experience, 
 we have assumed that theEngineerinq Costs will amount to approximately 4% of the costof construction (appzox.$270,000) while the supervision andinspection costs will be in the order of 6% (approx. $400,000). 

4.4. TOML CMISTMTON COST AND COST BP. 0DMT 

The cost estimates developed by the firm P. & V. areLased on the adoption of sections with a 6.00 meter road bedalong the entire length of the roads. The estimated totalconstruction cost for this design including 10% for engineer­ing and supervision amounts to $9,660,000. for the 174.1 Jm.The average const-ucto!n cost per kilometer varies f-cm $32,000 ffor the Sacanche - Samosoa road to $69,610 for the new .PonazaValley road. The overall average cost per kilometer for the seven roads is $55,480. 

By using a 4.00 meter road bed,platfor with 6.00 meter crossingevery 200 meters corztruction costs may be reduced byapprox1mately 25%. USA= has reestimated the construction costsfor each road, following the same methodology used by P. a V.fox the 6.00 meter section. The total construction costs underthese conditions would amount to $7,470,000 with an average costper kilometer of $42,906. in the following chart. total andunit const-uction costs for each road are presented: 



ROAD CONSTRUCTION COSTS 
6 mt.Road Bed 4.mt. Road Bed with
 

passing platforms 
Road Lengtt Total Cost per Total Cost per 

(KM.) Cost lzc.. Cost Xm. 
(US$) (UE:S) (USS) (USS) 

1. Ballavi:;ta-
San Pablo 34.0 1,428,000 42,000 L,056,000 31,060 

l.A. San Pablo-

San Jos- 35.5 2,224,000 62,650 1,785,000 50,281 

2. Biabo Vallay 31.8 2,006,000 63,900 1,588,000 49,937 

3. Ponaza Valle 30.0 2,088,000 69,610 1,642,000 54,733 

4. P cacaca -
West Valley i0.3 523,000 50>940 381,000 37,030 

i. Bs. Aires-

Paujilsdpa 12.5 752,000 60,190 559,000 44,740
 

Sacanche -

Saoozoa 20.0 638,000 31,903 458,000 22,900 

174.1 	 9,GE9,000 55,479 7,470,000 42,906
 
(Average (Average)
 

tn Section 7 of this Annex we present a breakdown of 

the constrcticnr costs for each one of the six roads. 
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S. ENGflEr. PLAN 	 FOR PROJECT EMCUTICN. 

5.1. 	 1';LMa DESIGN 

Preliminay layouts and typical sectons have been pre­pared by the local consulting fixm P. & V. Ingeniaros

based on existing plans, aarophotographs and inspection 

S.A.
of the
existing trails. Since the general topography, drainage patterns
and soil types are known, cost 
estimates, based on predeterminedcross sections and the length of roads have 	been developed

fairly fti basis. The amount 	
on a 

of improvement work estimatedwas 

by field inspection of the existing 
roads. 

5.2. 	 STUIES, DESIGN AND RPAMT_"I OF PLANS AND
 
SZECI'CATIONS:
 

The preparation of project st=dies, plans and specificationswill 	be contracted by the MTC frcm the private sector. Such se--riceswill 	be solicited fr-om elegible fis simultaneously pre-quali.ied
for the job and subject to the 
written approval of AD. Theselected consultant will be responsible for carrying cut the
engineering survey, soils studies and the final design. 

The encineexing surveying will 	include the detnin.ticnof the center line alignment vith profile ofand thu Iccation ofculverts. This will provide sufficiant inforat-ion for :.he dezsgn.
In the case of the existing roads, 
 no location su.-reys are required
but, where it appears that a change in aligr.ent would result _n a
better design or ia a less expensive const-ction, 
 the necessax-1 
surveys will be done to make the detea-itioat!n. 

Soils studies are proposed for each road 3ub-o=-.3c- zodeterine t-he plasticity and bearing capacity "of the oil. ",rthis 	ptuirose, hand auger boriiqgs to a depth of about mt:z.:be made at inte-a!s of approximately 200 nts. Z.=all sa.zpl ;
representative materials will be taken 
 for lahorato- , 	 •.tests. Several sources of fill andselected au=fac--q

have already been identified. ;.:awever, farther 

-- ar
 
t, On.....4n_" testing of these deposits will also be required rrior to t.-ia
 

construction.
 

Concept"ual drawings and prel=-unaa ,
engi-neering surevs and soils will ."3vidies ';;'I ' :r ".threview and approval of the : rC and A=f nrizr to ," ,
paration of the contract draw:.qs. 

In general, fina. plans for :achn's - 2.1They 	will include centar.lie pro±l.- and ill r-et in ie 	 ng.Details of drainage 3truct'Jr s, bridcan and -:nusiual ,).11 : 

http:draw:.qs
http:3ub-o=-.3c
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will cOiplete the requirements for the Construction plans. Finalplans and specifications for all six roads may then be copleted 
in 6 to 8 mos. 

5.3. SELECTION OF CONSTRUCTION CONTRACTORs 

All construction will be done by private contractors.All contracts will be awarded 
It is anticipated 

by the MTC through public bidding.
that there will be separate contracts for eachroad. This will permit bidding for the construction contract

for each road as soon as the bidding documents are ready. 

Contractors from Peru and Code 941. countries will beinvited to bid. Invitation for bids will be published in theCommerce Business Daily and in the local press. There is anample supply of local fizms with the experience and equipmentto construct the.roads successfully. All qualified fi-s in Peruand Code 941 countries will be allowed to submit price proposalsand contracts will be awarded to lowestthe responsive bidder inaccordance with Manual Order 11. 

5.4. CONSTRUCTION ARRANE- S 

The MTC will enter into contract with the selectedcontractors. AID will review and inapprove writing all theconstruction contracts and subsequent modifications to such
 
contracts including 
all subcontracts. 

To the extent possible, construction work will bescheduled to start the beginningat of the dry season. Contractconstruction periods will depend on the size of each job. It isestimated however that they will vary between 18 and 24 months
with all six roads completed within a period of 36 months.
 

5.5. CONSTRUCTION SUPERVISION 

All construction work will be supervised by the MTCeither directly or through an engineering firm. To that end,a supervisory office will be established in the project areaunder the direction of a qualified engineer with ample ex­perience in road construction in the jungle area. Full timeengineering specialists on soils mechanics and road constructionwill also be assigned to the supervisory office. Specialists
on geology and bridge construction will be assigned on an "asneeded basis". The MTC's Construction and Engineering Divisionswill provide support to the Supez "isoy Office during the period
of construction. 
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The Supezvisory Office will inspect all construction
wozk to ensure is copliance with approved plans and specifi­
cations. For this pumpose it will conduct all the controls and
tests required to ensure that project specifications and general
so :construction practices are being followed by the contractors.

4The ofV c e will have technical support personnel in adequate
number to conduct all controls and tests. 

The Supervisory Office will also review and approve all
payment requests suitt d by the contractors and will have the
authority to approve minor changes in plans and specifications. 

5.6. USAID MONZTORING 

MSA=/Engineering/ima will conduct periodic sits in­spections to all construction sites. The construction progress
and the findings of these field inspection visits will dete.Ine
the frequency of the USA=D Engineering site visits, although it
is anticipated that on average there will be a visit per month. 

6. ROAD MAniTNwAN 

The Zonal Office of the =1C will be responsible for the
folowing maintenance of the roads const-ucted under the Loan
P=ogram. Since past experience indicates that road maintenance 
by the MTC is generally poor due to the lack of adequate ecuip­
ment, Loan funds will be used on the procurement of basic 
maintenance equipment for the six roads. 

6.1. MALIA EN EQUI'T.NTT 

The list and estimated costs of the recuixed maintenance
equipment are shown below: 
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Equivmezit Unit I/ No. 
(US $)

Per Unit Total 

Truck, dump, 5 CY, 27500 GVW 
Truck, stake body, 27,500 GVW 
Track, fuel, 1500 gal; 27,500 GVW 
Track, water, 1500 gal; 27,500 GVW 
Track shop, w/equip., 27,500 GVW 
Truck, pickup, 4X2 
Trailer, grease, w/air compressor 
Motor grader, 6X4, 125 HP w/scarifier
rigid frame 

Loader, front end, pneumatic, ZCY 
Tractor, crawler, 130 HP w/angle blade 

a scarifier 
Air compressor, portable, 150 CCM 
Roller, Pneumatic, self-propelled
4-14 Ton 

Tilt Trailer 
Sub-Total estimated cost, FAS port of exit 

6 
1 
1 
1 
1 
2 
1 

3 
1 

1 
1 

1 
1 

26,000 
23,000 
28,000 
28,000 
76,000 
7,250 

10,000 

54,000 
45,000 

76,000 
15,500 

25,500 
15,000 

156,000 
23,000 
28,000 
28,000 
76,000 
14,500 
10,000 

162,000 
45,000 

76,000 
15,500 

25,500 
15,000 

674,500 

Spare parts, 25% 
Sub-Total 
Freight & Insurance, 15% 
Sub-Total 
Escalation/contingency 
Total Estimated CI= cost 

168,625 
843,125 
126,468 
969,593 
80,407 

$1,050,000 

6.2. 	 ESTLMATICN OF MANTENANCE COSTS 

The consulting fir P. & V. has developed a fomula forroad 	maintenance costs, based on .=actices reccomended by the
'fi- Roy Rogersen and Associates which is at present carryingout a study on maintenance systens for 	the Ministry of Transportation
and 	Communications. The formula for the annual maintenance cost for 
kilometer is the following: 

C = 	 23,156A 0 .0329CMsR 

The 	correction factors A, G, M, S and R take into account the 
following variables. 

A - Daily traffic and type of vehicles 

G = Geographical area 

M = Type of maintenance 

S = Type of surfacing 

R = Rain precipitation records 

For a preliminary estimate, the correction factors
corresponding to the following conditions have been used: 

1/ This equipment will be used both for maintenance and for developing 
access 
trucks off of the penetration roads.
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average daily traffic of 20 two axle trucks, high jungle area,
 
peant maintenance, no asphalt surfacing, and an annual 
total rain of over 1000 ma. Since the fo=ula is based on the 
April 1976 Sol value, the exchange rate to the dollar correspond­
ing to that date has also been used. 

The maintenance cost obtained with the formula is of 
$735 per year for kilomatex or $129,000 per year for the 175 
kilcmetes of roads. 

Since this estimate appears to be rather low, we have 
developed cost analysis based on the replacment value of the 
equipment and the normal operating expenses including main­
tenance and spare parts for the equipment. The maintenance
 
cosat obtained through this method is approxinataly $2,200 per 
kilometer per year. However, considering that some of the new 
equipment will also be used for the maintenance of the Tarapota-
Juanjui road, it would be more realistic to assme for the 
project roads a maintenance cost of $1,500 per kilcmeter per 
year. This would lead to a total of $262,000 per year for the 
175 kilometers of new roads. 

7. METHODOLOGY USZ FOR COST ESTIATZON
 

7.1 EAFaHWORC
 

Quantities for excavation, f_'! and grading work have 
been determined for each one of the eight typical sections both 
for 6 meter and 4 meter road beds. Applying the unit prices
 
listed in Section 4.2 of this Annex, costs per kilcmeter have 
been determined for each type of section. To illustrate this 
procedure, quantities and costs per kilometer for Section A.1.2 
are given below-


INIT 6.00 m. Roadbed 4.00 m. Roadbed

WOPX I-T PRI I Quant~ity Cost Quantity Cost 

I $ ) (m3/j m) ($/ln) (m3/xm) ($/_) 

Excavation (m3) 1.00 2,600 2,600 2,000 2,000
 

Borrow Fill (m3) 1.50 9,600 14,400 6,800 10,200
 

Grading (m2) 0.17 6,000 1,020 4,000 680
 

COSTS PER KICME= 18,020 12,880
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The costs per kilometer obtained for each one of the
 
typical road sections are the following:
 

SECION Costs pe Kilometer­
6.00 m. Roadbed 4.00 m. Roadbed 

Level A.1.2 
 18,037 12,900

A.1.3 
 12,938 9,500

A.2 3,825 2,600


Rolling B.1 
 8,475 4,250

B.2 
 10,725 8,850


Mountainous C.!.i 
 22,800 11,400
 
C.1.2 19,325 9,680

C.2.1 29,637 17,875
 
C.2.2 49,475 28,725
 

7.2 0VE UL
 

Required quantities of borrow material per kilometer of
road have also been estimated for each one of the typical roadsections. Overhaul costs for each section of road have then beendei-elmined based theon distances to the borrow pits. For instance,Section II of the Ponaza Valley road has a total length of 20.5 Mm.and for a 6.00 m. roadbed requires 196,800 cu.mts. of bor.ow
material. With average distancean hauling of 4.0 kilometers andan overhaul cost of $0.75 per cu.mt./kilometer, the total overhaul 
cost would be $588,600.
 

0.75 x 4.0 x 196,200 - S 588,600 

For a 4. mts. road bed the quantity of borrow fill is
139,400 cu. mt. and the overhaul cost $418,200.
 

0.75 x 4.00 x 139,400 - $ 418,200. 

7.3 ROAD SURFACING 

The cost of the 0.20 meter thick road surfacing has beenestimated in $0.55 per sq.mt. In addition, there are the overhaulcosts, estimated in the manner described in the previous paragraph.
Following the example the kmn.of 30 long Ponaza Valley road, thetotal cost for a 6.00 mt. road bed would be $83,250 for the
construction and for the$100,230 overhaul. These costs are re­duced to $44,400 and $53,120 respectively for 4.00 road bed.a m. 
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7.4. DRPnJZ 

Different drainage solutions have been considered in 
accordance with the natura of topography and soils. Costs per
kilometer vary from $5,160 to $15,475. A drainage solution has 
been chosen for each section of the roads and total costs per
road have been computed. Costs for the 4.00 mts. road bed are 
estimated to be 70% of the costs for the 6.00 meter road bed. 
In the cost of the Ponaza Valley Road total drainage costs are 
estimated in $221,000 for a 6.00 meter road and $155,000 for
 
the 4.00 meter road bed.
 

7.5. BRDGES
 

All stream crossings have been identified. The cost of 
the -all bridges has been ertimated in $4,375 per meter. The 
cost of the larger bridges has also been estimated based on local 
experience. For instance, in the case of the Ponaza Road, there 
are four small stream crossings with a total length of 43 mts. 
and an astimated total cost of $190,525. Large bridges are not 
reqmied but one far--y is necessary to cross the Huallaga river. 

7.6. BR1AKDWN OF CONSTRUCTON COSTS: 

In the following chart there is a breakdown of the 
estimated construction costs for each one of the six roads. 
Costs have been dividea among the four major work activities.
 
A 10% for engineering and supervision costs. Costs of the farr-ies
 
have been estimated at $50,000 each.
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BREAIDOWN OF CONSTRUCTION COSTS 

(in thousands of US$) 

:m0m m 

mO 14 w 2 c 2 A4 m 

EAEEWORK 385, 536, 806, 762, 205, 319, 126, 

PAVDMUT 100, 97, 93, 98, 29, 40, 56, 

DRAnAGE 179, 223, 156, 155, 52, 64, 104, 

BRE=GES 131, 529, 159, 237, - - 56, 

SUB-TOTAL: 1 795, 1,385, 1,214, 1,252, 286, 423, 342, 

.MINOR 
STREURES 
AND OTHER 
WORK- 10% 80, 139, 121, 125, 29, 42, 34, 

SUB-TOTAL: 

ENGINEE 
AND SUPR-
VISIC1 10% 

2 875, 

88, 

1,524, 

152, 

1,335, 

134, 

1,377, 

138, 

315, 

31, 

465, 

46, 

376, 

38, 

SUB-TOTAL: 3 963, 1,676, 1,470, 1,515, 346, 511, 414, 

ROAD WZDEN-
ING FOR 
PASSING 
PLATFORMS 93, 109, 118, 127, 35, 48, 44, 

TOTAL: 1,056, 1,785, 1,588, 1,642, 381, 559, 458, 
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8. ENGM G CONC USIONS 

- All aspects of the project have been investigated todeta-ine their technical feasibility. 

- Field surveys indicate that approximately 84% of thetotal road length will be constructed over flat or rollingterrain with transverse slopes from 00 to 35". Therefore,excavation work will be minimal, although there will be needof considerable amounts of borrow material to construct the
fill embankments.
 

- Road 
 sections over high plasticity clayey soils areminimal. In this case the top layer of soil will be removed
and replaced with selected material, and 0.90 m. embanJment
will be constructed with same material.
 

- Suitable borraw pits for 
selected fill and for sur­facing material have been located along all the routes. 

- Drainage does not seem to cose any particular technicalproblems. Both, longitudinal and transverse drainage will1 be
 
provided.
 

- It will be nscessar toz study in detail all the streamcrossings in order to adequately locate and design all the need­
ed bridges. 

- Due to the considerable width of the Huallaga river,motor ferries will be required for gaining access to the two
roads located 
at the east side of the valley.
 

No problems are anticipated 
with regard to procurementof engineering and construction services. There is a good supplyof local fis with the experience and equirment to const--uct the 
roads successfully. 

- Skilled labor will have to be brought fro-m andLima othercities but workers in the project area can meet minimal requixe­mants for unskz!led labor. 

- it is estimated that all the road construction work willbe completed within a period of 26 months.
 

- Road maintenance in the jungle area always
has presentedproblems due factto the that the HTC !acks adequate equirment 
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for this work. However, since the Loan will be financing the
required maintenance equipment, it is expected that the MTC will 
keep the project roads in adequate conditions and that they will 
be transitable the year round. 

- Cost estimates for engineering, construction and maintenance
have bean carefully developed and are considered reasonably firm. 

- Based on all the above, the project from an engineering
standpoint is considered feasible. 
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USAID/ PERU 
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B. BULNG cNSTRUc=ZN PRGRAM 

I. GEWAL DESCRIFZON
 

The Projec-t will finance the cons-truction and equipping of
 
up to five grain collection centers and five fa= machinery
 
service Centers.
 

1.1. COLLECTION 	CETERS 

The Collection Centers or warehouses will be constructed
and operated by EPSA.' The main facility will be located in Taranoto 
(storage capacity 6,500 M.Tons.) and the others will be in Bellavit 
(1,000 M.T.), Juanju± (1,000 M.T.), Picata (500 M.T.) and San Jose 

de Sisa (500 M.T.). 

The warehouses will be simple st-uc-es appiopriate for 
t.opical jungle 	areas. The roof will consist of gauge 24 coxugat­
ed metal shee'ts supported by steel fr ames made of A-36 structural 
profiles mainly 	of L and U shapes. ?.he floor will constructed 
of .-eiLforced crncete with drainage provisions. 

For reasons of economy, the walls will be made of concrte 
blocks instead of the co--ugated metal sheets that had been o-iginally 
planned. 

The total investment in t-he warehouses is est . ated at 
$265,250 broken down as follows:
 

Location 	 Capacity in Esti ated Costs*
 

Met.ic Tons S/. S
 

Ta-apoto 6,500 12,300,000 153,750
 

Bellavista 1,000 2,80,000 35,625
 

Juanjul. 1,000 2,850,000 35,625 

P cota 500 1,610,000 20,125 

San Jos& de Sisa 500 1,610,00C 20,125 

9,500 M.T.!V.2!,220,000 $265,250
 

A detailed cost suzma-y along with prelimnary design
 
for each type of building is Presented in Table 1.
 

Costs based on recent 	e.perience in constu-tion of identical 
facill.ties in similiar areas of the cour-y and site adapted. 
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1.2. MAC P.! S=VZ- CMTRS 

These centers will be constructed and run by SENUMA. 
Tha main one will be located in Tarapoto and the c.her four in

the localities of Bellavista, Juanjul, Picota and San Jos& de
 
Sisa.
 

The main center will have a total area of 100 meters

by 50 meters. Twenty-five percent of the area will be roofed

with asbesto-cement corrugated plates supported by steel poles,

fifteen percent by a reinforced concrete roof slab and the rest

will be open. The other four centers will be somewhat smaller
 
but keeping more or less the same proportions.
 

The machinery Service Centers will oe provided with

all basic facilities such as elect=_city, water, sewage, drainage,

compressed air, fire hydrants and gasoline and 
diesel filling
stations. Thus, they will be able to handle not only maintenance
 
of farm and road machinery but also to provide repair overhaul
 
service as needed. 
 In view of the isolated location of the centars,
it will be important to provide them with a good stock of spare

parts as well as with qualified mechanics to take care of all the
 
maintenance work and common repairs.
 

The total investment in the machinery se: ice centers
 
is estimated in $579,500 broken down as follows: 

Location 
 '4s-imated Cost * 

S/.
 

Tarapoto 12,200,000 152,500
 

Be.Llavista 8,540,000 
 106,750
 

Juanjui 8,540,000 106,750
 

Picota 8,540,000 106,750
 

San Jos& de Sisa 8,540,000 106,750
 

Total S1. 46,360,000 $ 579,500
 

A detailed cost breakdown along with a sample design

for each type of building is presented in Table 2.
 
* Costs based on recent experience in constroction of identical 
facilities in similar areas of the count-y and site adapted. 
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2. PLAN FOR PROECT EECUTION 

2.1. DESZGN AND PREPARATION OF CONTRACT DOCUMENTS 

The implementing agencies have already developed pre­
l'minary plans for the collection and service centers. The 
implementing agencies (EPSA/SENAMA) have the experience and ca­
pacity to prepare final plans, specifications and cost estimates 
for the constrction of the buildings and for the procurement 
of the equipent. It is estimated that all the final docuents 
w-iU be completed approximately 120 days after signing the loan 
agreement. 

2.2. CONSTRUCTION ARB.ANGEMNTS 

Construction of the service and machinery centers will 
be done by local private contractors selected by competitive 
bidding. it is anticipated that the construction work for each 
b-ilding will be completed within a period of 8 to 10 months. 

2.3. CONSTRUCTION INSPE'CION 

The implementing agencies will be responsible for the 
inspection of all the ccnstruction work through their own ent-al 
or regional inspectors with experience in building construction 
in the jungle area. 
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MACHMN SERVCE CENID". 

INSTALACIOtgES EUCTflICA.­

ALUM-.tO I uf.*m 

IEPgA-COMPLE.1O PIURA 

_____ 
P UT0Ktcto "-7 ... t.NST1H .A 



1.b 	 CONSTRUCTION COSTS 

COLLECTION ENTEq OF 6,500 MT 

I. 	 Ilans and Administrainn 

A. 	 Direct Costs 

1. 	 Studies and Desiqns S/. 	 1,0C0.000 $12,500 

2. 	 Ziuioment and Materials 100,000 1.250
 

3. 	Per Diem 
 100,000 1,250
 

B. 	 Indirect costs
 

Offico Ekpenses, Insurdnce and
 
Adminis ation 500,000 6,250 

IZ. Execution 

A. 	 Direct Costs 

1. Con. 	t.i-uction Contract 6,500, C00 81,250 
2. Suo 	 ly Contract ,500,000 18,750 

Offize 	 Znenses, Znu.-rance and 
Supervision 1,000,000 2, 500 

T11. Contingencie.s (10( 	 of I n:truction S 
SUpply, .0o,000 100,OO 

"V. Infla.on (101 of Construction & 
Supply) 00,000 10,000 

TOTAL: 12,300,000 153,750 

http:Infla.on
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I. b CONTRUCTION COSTS 

COLLECTION =TER OF 1,000 M T. 

I. 	 7Lans am, Administration 

A. 	 oi--qct Costs 

1. 	 Studies and Dsigns S/. 500,000 $6,250 

2. 	Equimment and Materials 50,000 	 625
 

3. 	Travel & Pae Diem 50,000 625
 

B. 	 Ir dixect Costs
 

Ofice rxcenses, nsnrance, erc. 50,000 
 625 

ZI. Execution 

A. 	 Oirect Costs 

1. 	Construction Contract 1,O00,OCO 12,500 

2. 	Supply Contracts 500,000 6,250 

B. 	 lncdrect Costs 

Cffice expenses, Insurance, Sup.erision 4,20,000 5 00 

ZIX. Conti.nencies (103 of C nstruction * :upoly 150, C00 1,O75 

IV. Inflation (10% of Construction &ZuplO 150t1)0n If875 

TOTAv Si. 2,850.0CC s35,625 
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l.b. 	 CONSTRUCTbON COSTS 

COLLECTION CENTER OF 500 M.T. 

Z. 	 Plans and Administration 

A. 	 D .rect Cost, 

1. 	 Studies and Designs S/. 400,000 $5,cm0 

2. 	 Equipment and Materiols 35,000 438 

3. 	Travel and Per Diem 35,000 437 

B. 	 Indirect Costs 

Office 	 Ecpenses, Insurance and 
?('i.istration 40,000 5ro 

11. 	 Execution 

A. 	 Di.ect Costs 

1. 	 Construction Contract 500,0C0 6,2SC 

2. 	 Supply Contract 250,000 3,125 

B. 	 Idirect Costs 

Office Expensus, Insurance and Supervision 200,000 2,500 

III. 	 Contingencies (10%of Construction & Supply) 75,000 938 

IV. 	 Inflation (10's of Construct:Lon & Supply) 75,000 937 

TOTALi 1, 610,000 20,125 
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.c. COISTRTCTZON COSTS (SENAMA) 

PRINCIPAL MACEINERY SERVICE CENTR 

ThM&POTO 

I'% FLus and Admin stration 

A, Dixect Costs S/ 

1. 	 Studies and Designs 200,000 2,500 

Z. Zquipment a&d Materials - _ 

3- Tcavel and Per Diem 50,000 

S. 	 Indirect Cosat 

Office Expenses, Isurance, etc. 100,000 1,250 

IT. 	Execu.tin 

A,. Direct Costs 

1. 	 Construction Contract 3,000,000 37,500 

2. 	 Supply, Contracts 6,500.000 81,250
 

B. 	 Ind.ect Costs 

Office Expenses, Insurance, Supervision 450,000 5,625 

ZII. Contingencies (10% of construction and 
supply) 	 950,0Co 11,875
 

IV. 	 Inflation (10% of construction and 
supply) 	 950,000 
 11;875 

TOVL: 12,200,000 152,500 

625 
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CONSTRUCTION COSTS (SENAMA) 

MACsINERY SERVICE CENTER 

1. Plans and Administration 

A. Direct Costs 	 S/ US$ 

1. Studies and Designs 	 140,000 1,750 

2. Equipment and Materials 	 - ­

3. Travel and Per Diem 	 35,000 438 

B. Indirect Costs 

Office Expenses, Insurance, etc. 70,000 875 

iZ. Execution 

A. Direct Costs 

1. Construction Contract 2,100,000 26,250 

2. Supply Contracts 	 4,550,000 56,875 

B. Irdirect Costs 

Office 	 Expenses, Insurance & 
Supervicion 315,000 3,938 

II. 	 Contingencies (10% of construction and 
supply) 	 665,000 8,312
 

IV. 	 Inflation (10% of construction and 
supply) 	 665,000 8,313
 

TOTAL: 8'540,000 106,751
 

4 Centers: $427,004 



AGRONOMIC REPOR ON PRODUCTION POT aT, 

Huallaga Central - Baja Mayo 

USAID/PM
 
May 1977
 

soil m .
 

The following is a brief summary of the soils of the zones 
HuallagaCentral and Baja Mayo. Class 1, 1I and IZ (according to land usecapability) axe considered because area development is dependent upon

these three classes primarily.
 

Class I soils - 12,367 ha.
 

Classification 

for Slone Surface %Series 
 %Ca Exchange Ph Organic 

1 Huallaga 19.4 7.3 
 3.4
1 Cumbaza 
 7.1 7.0 
 1.79
 

Class I soils 
- 49,60i ha.
 

! 
 Ili Huallaga inundable
 
. u5 Picoto 
 39 7.0 5.03
 . uIs Pampas 
 26.4 7.5 
 4.68
 

Class III soils - 48,715 ha.
 

Ills La Uni6n 
 6.1 7.1 
 1.9
1 
 Porvenir
 
and 
 Tarapoto Amarillo 
 1.2 4.6 
- 5.6 3.24
 
IC Pampas 26.4 
 7.5 3.3 - 4.7


Picata 

2 IlIes Moparo 

39 7 5.03
 
18 7.8
1 & IC IIIsw Saposoa 5.6 4.7 5.5 

2.5
 
- 2.27
 

Slope Classification 
 Limitations
 

1 0 - 5% slope 
 i - flood danger

with breaks
1C " S - texture, structure, depth

2 5 - 20% slope E - risk of erosion
 
W - drainage and permiability
 

There are 110,685 ha. combined in Class I, I= and III soils.
are almost entirely located along the river valleys. 
They
 

With t-e exception
of a part of Class :I1 soils which have a slope of 5 to 20%, all 
are with
slopes of 0 to 5%. 
They are mostly calcarious soils and the top 15 cm.
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has 	an organic content of about 2 to 5h. It was observed that corn grown 
as the 5th. consecutive crop from the soils virgin state exhibited no
nitogen deficiency symptoms. attributed theThis is to high soil surface 
organic content. 

Weeds 

The conmon practice of farming land in the Huallaga area, is to burn
the natural vegetation from a desired holding, plant, and wait for harvest.
Little is performed between planting and harvesting for weed, disease or
insect control. Apparently this practice is successful on an annual basis 
to the small farmer through the third to fifth cropping cycle. At this
point the weed problem forces the farmer to ato move new virgin area and 
repeat the same process. The organization Cooperacion Peru-Holanda in
Tarapoto (Coperholta) has conducted some weed studies on various mall

farms in cooperation with the farmer. Their studies included control
week 
by hand labor, pre-emergence chemical control and by a combination of both. 
They found that the most economic control of weeds was by the combination
 
method.
 

This combination weed control method has some distinct advantages inview of the fact that there is rain during every month of the year which
 
hinders weed control in crops. Some considerations are listed:
 

1. 	 Repeated weed research by various researchers has shown that weeds
 
allowed to grow with tha crop for the first 30 days 
 after planting 
can 	reduce the yield of the up 60%, and if arecrop to the weeds 

severe enough can cause the abandonment of the crop.
 

2. 	 Rain during this first 30 days (tbo most critical crop growth period)
 
can cause delays in weeding by hand or by machine.
 

3. 	 Rain usually increases the effectiveness of pre-emergence chemical 
weed control.
 

4. 	 The application of the pre-emergence chemicals at 1/2 recomended rate
will kill some weeds and stunt or retard the growth of other susceptible
weeds. This allows the advantage to the crop and extends the period
of time for weeds to be removed for minimum adverse effect on crop
 
yields. 

5. 	 Mark H. Versteeg, xctension Agronomist, COPERHOLTA, found in his
work that the optimum ....t.weeding period for beans and corn lies 
between the 15th. and 20th. days after planting. This peri.od was 
enlarged by about two weeks when 1/2 rate of pre-emergence herbicide 
was 	applied.
 

6. 	 The 1/2 rate of pre-emergence herbicide also reduced phytotocxicity 
to a minimum. 
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difficulty because fa-rexs will be less and less able to find land of 
a comparable quality elsewhere, and because attractive markets will 
make continuous production possible and profitable. 

At the point where land is norally abandoned it should, instead, 
be cleared and deeply plowed. It should be possible to use bulldozers 
equipped with rake blades and rippers for clearing and then to use Rome 
plows for seed bed preparation. These actions will give the fa.mer a 
temporary advantage over the weed and jungle regrowth and will tap new 
reservoirs of soil fetrtility unavailable when only machetes are used 
to prepare seed beds. Each field will require the use of bulldozers 
n each of two successive years, but in the second year the rake blade
 

and rippers will not bj needed. The Rome plow will suffice. In the 
years following, conventional, wheeled tractors can be used.. 

Continuous cropping should be employed to make full use of available 
rainfall with harvest seasons falling in the two dry seasons of the year -

May- Tune and December - January. These seasors should also be the periods 
of greatest intensivity f soiIC preparation. At present, harvest times 
often fall during rainy periods, with difficult working conditions, 
losses and transportation problems. Harvesting in the rainy season also 
inhibits soil preparation and weed control needed for replanting whereas 
1-ae dryer season of!ers oti-n conditions for all operations. 

The following figure graphically shows the cycle of rains and dry 
periods. 



JUALLAGA CENTRAL/DAJ0 MAYO 

MONTHLY AVEIRGE RAINFALL 

1964 - 1970 

JAN FEB MAR AP MAY JUN JUL AUG SEP OCT -NOV DEC JAN 

MM 

ISO 144 

140 
128 

130 124 

120 19 

113 108 108 

100 102 

90 88 

80 

70 68 

60 0 

50 
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Given the high rate of evapo-transpiratioL, the rainfall and the 
periods of vegetative growth for the various crops it, appears fra an 
agronomic standpoint, that continuous cropping systems using minimum 
tillage will be possible and should be recorrended. The COPEMOLTA 
project has experience with the herbicides necessary for such a system. 
Three possible systems for continuous cropping under minimum tillage. 
rotations are listed and described belw. 

Interim 
Dec - Jan Mai? - August Application Dec - Jan 

Prepare seed bed Harvest soybeans Harvest sorghum 
Plant soybeans Use herbicide (24D) Prepare seed bed 
Use pre-emergence 
herbicide Plant sorghum Plant corn or soybeans 

Prepare seed bed Harvest corn Harvest soybeans 
Plant corn Pre-emegence Prepare seed bed 

herbicide
 
Use post-emergence Plant soybean Plant corn or sorghum 

herbicide
 
Post-emergence 

Prepare seed bed Harvest sorghum harvest sorghum ratoon 
Plant sorghum Apply N 

Fertilizer (24D) Prepare seed bed 
Use herbicide Apply herbicide Plant soybeans 

The above are viable possibilities for the pr,.sent using known tech­
nology and taking advantage of reasonably prediztable wet and dry periods 
- wet for maximum vegetative growth and dry for the major ht.rvesting 
and planting operations. Once a year soil preparation is optimum for 
this system. it will share avai-Lable equipment more equitably between 
farm because the December - January, and May - August periods are inter­
changeable except for length. Soil preparation by: tractor can be done 
in either period, hence either can signal the beginning of the cycle. 
Eliminating plowing in the second phase '.ll save ground moistura and 
the farner's money. The systems takes advantage of the vegetative growth 
of the previous crop as a partial weed control for the second. Planting 
of the second crop can take place before the harvestin.j of the first. 
Stocks, vines and leaves of the harvested crop should remain on the 
ground to inhibit weed growth and evapo-transpiration as well as to 
maintain fertility by returning organic matter to the soil. 

There are about 100,000 hectares in the Project area that couli be 
cropped continuously in the forw ning manner, without fallow periods. 
Of course, the crop choice is not limited to corn, sorghum aan soybeans 
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but 	could include other beans and oilseeds, cotton, tobacco and 	bananas,
depending upon the distance to markets and the skill of fazmers. 

A case can be made for concentrating productive resources on arelatively sml number of coe=rcial crops on the higher quality soils,taking into account the foregoing factors. Close to major populationcenters vegetables and bananas would appear most appropriate. Zn out­lying areas the 	crops for which EPSA has guaranteed prices appear tooffer the beast mix. These are corn, soy, sorghm and rice. Not enoughis known about sunflowers and sesame to recomend their adoption. Atthe 	present time it appears that sunflowers could become a weed problemthat 	interferes with the production of other czops.
 

There is room
ample for the development of coffee and cacao planta­tions, citrus orchards and banana plantations on less level land. Rai.­fall 	is more than adequate at the higher elevations. The nursery atTarapoto should actively prcmota distribution of and providetrees tech­mlogy transfer to farers to establish tree crops dhere land or steeperslopes might other-dise be abandoned. Consideration should be given tothe 	EHATA activity of przmting the plantiLng of coconut palms aroundthe margins of fields. Coconut oil and aremeal valuable productscan rovide additional 	 thatincome on little investment. Moreover the 	 =almswould be useful for establishinag boundaries, fencizng L land and Mrovidingfuel. Copra processing is a 	known technolocg and the COPERM.OLTA oilprocessing plant should be designed to include it.
 

Tor 
4
better or worse, predictions on productivit in
do ge 	 the Project areanot hin upon agronomic factors alone. Avaiability of new tec.hnc­logies, mechanization, rationalizaticn of continuous cropping patterns,
pr=ximitl and reliability of narkets, credit systems 
 and 	 far f=m last,the 	rate at which the fn~ners can, 	 or ill, take advantage of thesedevelopments, All influence what the ?roject area will actually produce. 

At a level of 100% efficiency, with partial mechanization -,I soilpreparation and 	harvesting, appropriately timed 	planting and harvest-4.9,the 	agronomic .otential of the Project area would be truly impressive.There should be two full crops per year on Classes Z, :: and -- soils
which can be reached easily by e.i'cing -roads, roads to be built or by
navigable river. Yields on each class, by crop, should eventually reach

the following levels:
 

YI=D (KG/F.A.) 

SO-=.D CZ.ASSCRCP I !Z Ii 
Rice 
 5000 2000 
 1500

Corn 
 3500 
 3000 
 2500

Soybeans 
 3000 2800 
 2000
Sorghum 
 4000 4000 
 3200

Beans 
 2000 100 
 1-500
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Discounting inaccessible Class I soils there are about 12,000 ha. 
total in this category. Some are subject to flooding. This, however,
 
will not damage the rice crop. On such lands two crops of rice will
 
still be feasible.
 

There are 48,606 hectares of Class II land. Of this it is estimated 
that 48,000 has. will become accessible during the Project or are already 
accessible.
 

There are 48,000 has. of Class III, of which 30,000 will be affected 
by the Project. 

At the present time it is estimated by C0P DLTA that there are
 
43,939 ha. of land producing crops in the Project area according to
 
the following breakdown:
 

CROPS EECTARES ESTIMATED DOLLAR CURRET AVEFRAG
 
VALUE OF CROP* YIELDS/HA.
 

Banana 16718 10,030 1500 Stocks 
Co= 10770 1,117 1250 Kg. 
Beans 1163 247 700 " 
Yuca 3254 1,373 15000 "
 

"
Rice 2693 672 1500 

"
Sugar Cane 5386 370 10000 


Vegetables** 112 143 8000 "
 
Fruits*** 898 670 15000 Units
 
Coffee 2500 6,600 2000 Kg.
 
Cotton 449 77 1000 " 
Tobacco 1620 842 1600
 
Others** 449 472
 

TOTAL 43,839 22,613
 

* Yield x Price - Losses in US$000- Corn at $83/MT 

** Tomatoes 

* Banana equivalent.
 

if all of these crops were located on Class I, 1I or III land,
 
farmers of the zone would be taking advantage of less than 50% of the
 
highly productive land available. The observation that most of the
 
land in cultivation is planted only once a year amplies achievement
 
of less than 25% of productive potential. This is further reduced by
 
the observation that much of the cultivated area, particularly that
 
producing coffee, bananas and corn is located on soils of Class IV
 
or above. At present, then, about 20% of the potential can be said to
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be achieved in any given year. This, of course, is not surprising, 
given the past lark of markets. 

The gap between actual production and potential productivitI iswide and not likely to be filled during the life of this project. Thecurrent estimated value of all crops produced in the zone is $23,474,000.Under intensive cultivation the value of crop production alone shouldapproach or surpass $80.0 miliaon from annual crops on the best soils,leaving aside production of coffee, cacao, bananas and fruit on lessdesirable soils and omitting production of cattle on roughly 100,000
hectares of land suitable for pasture. 

Zt is worth noting the significant potential of the zone toproduce deficit c-dities should be mentioned. .e.xu imported278,000 M of cor in 1976. Cn its Class I land alone, the projectcould reduce the deficit by more than 50%. :n 1976, 35,000 IT of rawsoybeans were imported. The Project area could produce twice that

uch using only half of its Class -z. land.
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-590.0 -R400.0 -145060 -36 0001 -3606.6-10500.0. -10500.0
BALA.4CEo FFu S -3Eon0.0 -'ln5nn. 
-10500.0 -i0-0)*0 -1050 -IJsog.9-54p0.n0 -675on.n 
 -67500.0 -ASAn,0 
 -67S00.9 -"i's6 
* -6150410 -6TS0G.G
 

"U[ITUTAI 
 q -9.500.0 
 -IlAvn.n -1428on.0 -lRsnn.n -TB509.0 
 .17a8sn.c -175o00.0 *'|8Sana0 -176500.0 
 -171596.6ADI. CASH INLOMF * ExP. 
PHOL"tICTInCR'EOIT S 69600,0 742no.n 
 10..4o0.0
Pout) CInfoI IJpAy S 309nn.0 130920.0 "110560.0 130S00.0-00135.9 -A6071.9 1305n0.0-323303.9 -1b1379-9 -151319.9 130500.0 I3oSoo.0
INTE -151379.9 -151379.9CREOil 16i S "lonO.O -151379.9 -151379.9
1904nn.0 -151379.9
24426.3 -84648.q -9649194
LAND CLEARANCE-| S" 100009 -9649i.4 -92917.6 -21442.5 0.00.00 0.6
LAND CLARArCE-2 S .0 0o '' 0,0 0,00.0 -on0.9 0.0 0.0 

00 0.0 0.0LANO (LEA4AtCE-3 S- 0,0 0.0 6100.o 0.0 -600A0.0 0.0 
00 0.0 6.600 

0,0 -1200n1,0 0.0 #so
LIVLSTOrK PIImCHASE S 

4 0.0 0.0 0.0 
2 0.0 0;0UFF FARM I.AOUH 

0.0 0.6 0:0 0.0S .? 7. • 1071.0 0.0 0.0 @G00 • -o " 0....... 
 .0 
-m ---ADDED INCOME t EXP S .- R'838 .- 1240*9 

~---- ------------------- -------- ----------------------------52277,7. "10552,.13 -----TOTAL FARM INCOME S " 6447.0 
1373I.3.'73",3. -113797.6-8-4232.S -20579.9 -2067.97485.0 630:.;,3 69741,3PHE-PIlOJECI II'C(jF' 01.o 324164326277.5
S" 936561 . .1|0577.3 ,342,2. 4130301 53470615163j3*4 1262816 142207.8 591978. 1069.06 9ON FARMH NET tlEiEFIT S -29403.j. ".19 -54477,1 1 435,S 193319.0 212596.90 9 2 .3 -5654 . i'59789.1
END 09 YEAR CASH BAL.s 1'920470 99085,0 

-57459.6 . 67335.5. 15341 0 2S!111:! 3221i1,Z502S.3 1!4891,3 117368.1 i~A68?i *19392,4' 373427S 49 10 , 579156l., 



AGLrICY FOR INTRlNATIctAAiL DEVELOPMENT 

ECUNOHIC ANAI.YSIS 
DATEI I'/?Op/1 PROJECTS 2 PE14U SlIU-IRnPICAL LANDS ILIVESTOCX) WITH PHOJECT CASEIN PAGE S 
ECOtIIt4IC 
.... ... 

RENEIST 
... ... 

w/PROJ 
... .. 

YFAR 
.. ...-- - -

I 
..-

yrs" 2 
. ... ...---..----

YEAR 
...- -- ­

. UtARl 4 . .. -------- YEAR . 5 YEAR 6 - YEAR 7 .. YEAR 0Y-.--Ail.-. .. YtAR 9YEAR;. YEAR 16Y-EAR.-If.: 
OTAL FARM INCo.,E $ 6A447.0 714PS.0 6356.1 69741.3 72418.7 10151.1 234242.4 32317.5 445030.1 534700.1 

ShA.OW POICE AI)j 
FAMILY LAIIOR A0J. S )2800.0 13AnD.0 19200.0 ?257S.0 2 575,o .?50 2?S,5 

TOTAL-------------------------------------------------------------------------
TO1AL SI)w PI~cE AN)J $ 12400.0 --- ------ --- ------- -------­138nno 19200.0 22575.p 2751s.p 2?. ... .... 575.0 2.... .....NET FARM EN. 2.....W/AJ S 9247.0 85B85.0 8305A.3 9231 6 .3 94993,7 12493,7 956074 ;544525 467605.1 SS?52?51 
PROJECT & ADmtIN COST 5 
 *150000.0 -00non.0 
 -1500h0.0 -15004a.6 
 -1SO00o00 
 0.0 0a 
 0o0 o0 
 l.o
 

NET ECONO04|C CASHFLQW30 HA 
 S -7071t -6415.0 -66941.7 -57663,0 
 5416tj 
 2409i,7 256411.4 356052.5 467605.15 55727561 

http:467605.15


------ --------- ----- ---- ------------------ ----- --- ---------- --------- ---------- ----------

AGL1'W.Y FOR IHPtlU;NATIONAt. DEVELOPMENT
 
FIrNANCIAL ANALYSIS
 

OAlI 11/20/77 PROJECTO 2. PERil SIIH-TRnPICAL LANI1% ILIVESTUCK) WITH PROJECT CASENZ PAGE 2 

ECONOMIC REllEFNy W/PPOJ YEAR IT yFA" 12 YEAA 13 YEAR 14 YEAR 15 YEAR 16 yAR il YEAR 10 YEAR 19 YEAR 26 
.- .-YE.. -. EAR- Y-R - -------­-------- E------ ------ -E--- . - -- . -.- - - ---------- - .-

LANI) USE 30 HA 

DAIRY CATTLE 15.00 15.00 15.00 0.0 6,0 O,0 0.Q 0.0 0.0 s.0 

BEEF CATTLE 15.op I5 0.0 .0,0 0.0 as@IS.Ao 0.0 0.0 0.0 

7OTAL LAND IN USE 30.00 30.00 30.0 0.0 0.0 .0 "0.0 I.0 0.0 0.0 

YIELI KU /HA 

.IL-K 35o.0 3500.0 3So.q 0.0 0.0 0.0 0.0 0.0 0.0 0.0
 
MEAl 205.0 205.0 205.0 0.0 0,0 0.0 0.0 0.0 0.0 0.0
 

OUTPUT KG
 

IlL" 526500,0 525ofn.0i. 0.0 Q ..0o. 0.o 0.0 0.0 0.0
 
HEAT 3075.0 3075.0 3075.0 0.6 Us0. 00 0.0" 0.0 0.0 0.6
 

ON FARM LnSSES Kq 

.57s,0 1575.0 1575.0 0.0 0.0 0;0 0.0 00 0.0oe 


EAT.5 IA4.5 184.5 0.0 D. 0.0. 0.0 00 0.0 0.6
 

HONE COnfSUNPI ION KO 

MILK 38S.0 385.0 385.0 0.0 000 0.0 Poo 0.0 0.0 900 

MEAL 3200 32.0 32.0 0.0 0.0 0i0 00 0.0 0.0 0.0 

NET PRini|CTION KG 

MILK 50540.0 50540.0 50540.0 0.0 Q0 6.0. do 0.0 000 0.0
 
HEAT 205A.5 285n.5 285R.5 0.0 0,0 0,0 S0 0.0 0.0 0.0
 

SALES FARMGATE
 

MILK
 
PS 10.00/Kn S S05400,0 505400.0 505400.0 0.0 0.0 0.0 0.000 0.0 0.0
 

HEAT
 
0
 

PS 80.00/Ka S .S2?p6MO.02?B7S.-6 220600.0 .O 0,0 .090 ,0pO 0p Oa 00 
--------------- ------ - --------- ---- ----- ------------- -0-------

GROSS SALES S 736080. 73!.080.0 734080l.0 0.0 0.0 0.0 0.0 0.0 0.0 0. 

http:525ofn.0i


- - - -- ---- 

AiElICY FORILtITERNAT [NOIAL DEVLLOPMEI1T 
FINANCIAL ANALYSIS
 

DATEI 11/20/77 PROJECTM 2 PERU SJI)-TrIOPICAL LANDS ILIVESITOCK) WITH PROJECT CASEOZ PAGE 4
 

ECON.,C lEUtE It bf/?SiOJ Ya it YFAR 12 YEAR.13 YEAR. 14 YEAR 15 yEAR 16 yEAR 17 YEAR 18 YEAR 19 Y.R20 
.........-.---------------- ..................-
 - ..--- ---- ---- ---- --------­

EXPEND!liRLS 

FAMILY LARUR S -4.150.0 -45150.0 -45154.0 0.01 0.0 0g0 0.0 
 080 l.0 age
HIRE) LAOflA S -2850.o -2650.0 -2(50.0 (1.0 0.0 0.0 0.0 0.0 0.0 0.0 
FENCING-,iMiLK PANLIUQ S -12000.0 -1200an.0 -12 .0.0 0.0 0.0 0.0 0.00 .el el.
IV-PLEMFNIS S -3000.0 -300n.0 -3040.0 0.0 0,0 0.0 
 a.0 l0 0.0 be$
 
SEEL) PI1ICIIASE S -35o0.0 -1Snn.0 -1500.0 
 0.0 0.0 0.0 0o 6o6 Go es
 
YET MFDICINE S -3606O.0 -3&o0.0 -JA00.0 0.0 0.0 0.0 6g. 
 0o 0.0 G. 
MACHIFIkY S . -10500.0 -|05on.0 -10500.0 0sq 0.0 0.0 0.0 0.0 0.0 0e

UALAJ(:EI) FEFD S -67500.0 -Al5on. -6750.0 .p 
 0.0 0.0. 0.0 .0 0.0 s 0o 

-- ------ --.------- ----------------- -- - ----- --------
51,L4RTAL 5 -17A500.0 -1705nr.0 -178500.0 0.0 0.0 0.0 0.0 
 0.0 00Goo.. 0. 

ADD. CASH4 INCOME EXp. 

PRUDUCTIO14 C."Fr.IT S 130500.0 1.05 0.0 3'050Q.0 0,0 0.0 0.0 oo o 0.0 0.0 
PROD CRDI| -151"379. -151379.9 -1379.9 0.0S *EPAy 
 p. 0 00 0.0 0o 0.0INhTA CI;FiT 161 S 0.0 0.0 0.0 006 0.0 0.0 

4. 
c.o 0.0 00 0.0

LAND CfLEAAtCV-3 S . 9.0 0.0 00 0.0 0.0 0.0 9 0 0.o 0o G0 
LAND CI.ARANCE-2 S . 0.0 0.0 0.0 0. 0.0 0.0 0. :0 bO 0.0 0.0 
LAND C.EARANCE-3 S 0.0 
 0.0 0.0 a ,In 0.0 1 0. ' 00" 0.0 0.0

LIVESTIOCK PURCHASE S .0 0o 0. go 09:0, 0.0 0.0OFF FAP, LAiPORf S :,. 0.0 o0 + " .pt0 , . .;0,0 .* 0 :... . ..... ~*. . '.0 . 00 

OfFm A1 S0.0 -. 9.00.0.........7..0 A 000ooi ~ 00.,.
--- ------- --------- ... -.. ... o ------- ,...-...
ADDED I|CO.,E + fXP 5 -20879.9 -20879og -20879.9 00 a. 0.0 0.0 

TOTAL FARM INCUIIE S 534700,1 SI'31n .i 534,700.1 0.0 0.0 0.0 090 OQ 0.0 0oo 
PRE-PROJECT INCil E S 2?1S911 2Z599.1 212599.1 0,0 0.0 0.0 080 0,0 0.0 0.0
 
ON FARI4 'jEl RENEFIT 5 32101.0 322101.0 322101 9 0.0 00 0.0 9+0 0.0 0.0 0.00
END oR YEAR CASH BAL.S- 579850.3 519+50.j 519860+1 0.0 .0 r -0 0,0 0.o Oio 

http:C."Fr.IT
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0 .6 
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FIAIE UFPfIIIRN ANALYSIS
 

4IROJECT 4 2 PEOI, Stil-ROPIrAL LANF)S ILIVESIOCKI WITH PIOJECT CASE 12 

ON tAM tIF| IIENFFIT 

ni15Isoiv,1 I)1 SC(JN|FU DI SCOuN I DISCOIJNTED 
yFA CASII frOW RAI|1.25 CASIO FLOw RATEG.30 CASH FL04 

. -. 203. 0.80n0 -21163, 0.7692 -2464.
 

2. -39092. o.64nu -25019. 
 0.5917 -23132.
3. -5.77. 0.5120 - 927E. 0.c,9;2 -.24796, 
4. -St5,0. 0.4096 -23159. 0.3503 -19196,q. -697l9. 0.3277 -22A69. 0.2AQ3 -18796,
 
6. -51460, 0.13621 -150(.3, q.it072 -ji904.7. 67316. 0.2091 1.121. 0.1594 30731, 
P, 153442. 0.1678 257.3. O.1?;6 11110.9, j~lj3l 0.|342 33704, 0.0947 23736. 
0. 3223olo 0.3074 3586.; 0.0725 23365. 
1* 3??0I. 0.0659 27669. so,"sa ?973, 
p 1??01, 0.066 22135, 0*04. 9 13825.
!I, I2103. 0.550 37708. o.0olo 16635,
 

PRESENT WURTtj w 38302, -81 , 

RITE Of IETIJUN . 29,?j 

http:RATEG.30
http:RAI|1.25


Ar,Fk:C Y F'(?' 	 IN1FRNA*TI (lt$AL )FfV[LOP4i ,1T 
PR FINT , WORM) 

RAWF OF PCIIIAN ANlALYSIS 

ZROJECT 02 
 VIIU Sill3.TIIOPICAL LANWS ILIVESTOCK) 
WINH PROJECT 
 CASE 02 

Ellf) Of YEAR CASH RALAPICF 

T14ERATE nFl pRTURN is OVFP 504 



-------------------------------------- --------- ------ --- --------

A4;I'lf FOR JtlsiN4A1 ilNRA| DEVELOPMFNT
P~CSi 'JT . U fII 

"ROJECT 0 2 RATL OF IOFIIWN ANALYSIS 
PFws| S[Il-TainPICAL LANDS II.IvESTOCKI WIN PROJECT 

CASE i 

NIT ECOIOHIc CASIIFLOW 

fr I [ScUtaI DI SCOLINITOYFAR UISCOIPJI DISCOUNTEDASAM.PLOW RArO.,40 CASH fLOW 
 RATEO.4S CASH FLOW
 

I. -10753. 0.1143 
 -50538. 0.691
2. -64715. -40795.
4.5102 -33'118, 0.4756 
 -3070
1. - A944.4. 0.3644 -24396. 0,32Aa
-76R4 0.2603 -21959.
-5036. 01,2262 -I3049*
 . *-mon6. O.j145 -1028. 
 O.ISO -1582.
6, 124094. 0.1328 
 16483. 0&1076 
 13352,
7. a56817# 0.0949 24363. 0.0742 
 19057.
A. 150853. 0.0618 
 23774. 060512 17955,
9. 4676n5. 0.0484 
 226321 0.01S3
1q. 557275. 0.0346 16503o

19iA. 0.0243 
 13564.
 

1]. 5572750 0.0247
20 557215. 060176 13761. 090168 93A5.
9834f 040116
13. 557275. 0.0126 
 . 21. c0a0O0 t449i
 

PRESENT WORTh a 
 393i. - -----

HATE OF RETURN a 0.74i
 

http:RATEO.4S
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PROJECT LOGICAL FRAMEWORK 

Life of proj.at, 

PERU 527-0163 
et. Pr rod. r 977 

NARRATIVE SUMMAIY 02ECTIVI.LY VIFIASLE INDICATORS MEANS OF VEIAIMCATION IMPOTANT AiSSUMPTSONS 
Program or Sector Goals Measures of Goal Achievments 

ASSamptLons for acheving goal toreta, 
Increase productivity. incomes and 1. 	 Increaed rat. of growth in the -. National Statistics.mployment among the rural poor in Peru. 	 1. Te GOP contiLsa to ieot in tteAgricultural Seccor. 2. C.nus Data. Agricultural Soctor.2. 	 Increased rural per capita productivity.

3. 	 Increased 2. Nbility of agricultural labor forc.land in production. 
4. ncra. 	 3. Prices in the Agricultural Setorin rural employment and a decease kee pac with prices in ohar econoLcin rural underemployment. 

sector.. 

Project Purpoe: Condition, that will indicate pcurpose has been Assumptions for achieving purposes
achieved, End of project status.
 

1. 	 Increase crop and livestock production 1. Gros. velue of production increased more i. 	 Mfi ow publications and record..in the Huallaga Centoel. 	 I- Io EAJOr climatological dimruptn,.than 100% in the Project area. 
 2. 	Xhf Publication. and records.2. 	 Etablish end test a methodology for low 2. 2. Trunk road. .is pen.69,000 hectares in crops. 3. 	 Agrarian Bank Statistical publicationscost development of new land. through 	 3. Fa .ersaccept n-. Productio3. 	 23,000 hctre. of land being double cropped, and record.toptimal use of labor and capital resources 4. 50,000 hectar. of land in permanent 4. EPSA purchases and Sales records.in the high jungle. pastures and tree crop.. 5. 	 EMS vr1fication. 
5. 	 Credit and extension, services available for
 

15,000 Zaruer. on a regular basia.

6. 	 New production methodology diseminated
 

throughout the Project area.
 

http:02ECTIVI.LY


AmmD - page 2 
PROJECT LOGICAL FRAMEWORK 	 -

Life of Iojoett 
Pro rY 78 to 75 03 

FPMJZT TITLZ 9 N R. SUB-TWPICAJL LANDS DEVELOPMENT Total U.S. ftndinV% $L1.5 -lULb: 
PER 527-0163 re prepred, ar 1977 

MAERATMN SUMMARY 	 OIllEifLYt VIERIFIABLEIMMCATORS MEANS OF VtSINCAMiON 	 fSVATM AssUTIOWS 

Otputs 	 Magnitod. of Outptis, AJaimptlom for Ach~e.viq Q t 

1. Penetratiotn Foads. 1. 	 97.3 was of constzctod roads 1. MT-z records and r-.ds Constructed and 1. scaiation costs story nithin 
76.4 Kos of Lop-ovod roads 	 ipro.d. astited lidtm.

2. Road Kaintanco Equiaent Unit. 2. One aqul1pod maintenan e unit. 	 2. MTC record.. 2. A. g.iont betoen the RhMAG am the
3. ?.d41-.-Te Credit P.ogrE.. 3. 	 Mediubm-tem credit fund. 3. HfG -d AGBMli statistical pub1ications Agarian mank is Signed to LimpLe81it 

and reo ds.4. Machinery Parks. 	 the credit progra.4. One machinery center and four sub-centars, 	 4. HTC and SEAMkA records. 3. That A.I.D. and GOP coun rpart funds 
equipped sithV3 units including Yhicles are disburs d AS requoLrd.
and heaoy equip-ent. 4. Land tenure conflict. wil be5. ark.tlno and Collection Centers. 5. 	 One eajor collection center and four sub- S. EPSA records. Liad. 
centers with a total capacity of 9.000 Metric 
Tons.
 

6. Land Suresying and Titling. 6. 	 15.000 erifed po.ssession docsminta. 6. MDOG records. 
7. 	 Extension Service 7. Seventy quiped extenalon agent.. Resea h 7. KniU03D records. 

-k publihed by agiona]R Re.eaich Station. 
S. 	 Resources Studies. 6. Ton additional geograhic areasB. ffurES records and pnblicatlons.

replcation of the Pjojsct identified. 



PROJECT LOGICAL FRAMEWORK 
Life 

PROMT TITLES a NUQ1R, SUB-TR2FICAL IANDS DrV&WOPHT 
ran 
Totl 

PSfU 527-0163 

MAULSATIVSSUMMARY 

,pct. Flincial Plan d Iaplemontation 
Plan e preeted in Part III B. 
and Pa:t IV C. r=peutJvely 

1. 	For Psnetration Rords 
- Financing for ruad de n. conatr c-

ti.. and sup-rvLaon 

2. 	 Por Ro.d P.Lntenanc. 
- Vehicle. 

- Road equipeont G other 


- Work force 

- Spore part. 

3. 	For )Edi-Tor Credit 
- iony for eublenw 
- Vehicles 
- mots 

- eeaor. 
- fice qLp..-t 
- Aditional TechnicLans 
- Spare parte and matarls 

4. 	 7crN4ac|der earS", 
- VehPcle k 

- 1a5y7 duty rad eq"..met 

- Agricultural Squi;pent 
- ork force 
- Spare Parte end eatariala 

S. 	 For Marketing and Collection 
- Noy for mnstructin of 

centers
 
- Vehicles 

- Grain handling equLpment 

Center. 
collection 

- Testing equipmnt and other €omple-
eantary equipe c 

- mork force 
- Spere parte and materiale 

6. 	For Land Su-eying and Titling 
- Vehicle* 

- Moste 
- Surveying aquipeent. drafting t-12 and 

cospi equipseet 

- Office equimt 

- Prudetaicn&l and operating personnel 
- Spars parts and materials 

Data 

OSIICTAIfLY VISIPIAILI INOICATOS 	 MEANS O0 VSEJSICATON 

Xpleoentation Tornet (Type nd Quantity) 

U.S. $8.3 aillion 

- 15 units 
-3 road graders, 

1 roller tandm, 
minor 

-4 for-n 
30 -.ooke 

- U.S. $200,000 

I front loader, I tractor crawler. 
1 air compresor. I concrete 

-U.S. $3.5 million 
-21 units
 
-14 -nit.
 
- unite, each osof S K.W.
 
-0.5. $34,000
 
-10 for TL- End field staff for 6 years 
-U.S. $80,000
 

-31 uoits 
-10 crawler type tractors (-4) 

4 crwlar type tractors 0-6) 
4 front-and loade 

-16 equipped wheeled tractors and 0 threshers 
-50 techniciana 
-U.S. $400.000 

-U.S. $265,250 

-15 units 
- For S storage feciltice 
-For S equipped grain aring leatorles 

-40 	 Persons 
-U.S. $'00,000
 

-9 	unite
 

-18e unite 
-For 4 tu]ly equipped surveylng and drafting 
teoa (32 people) 

-U.S. $19,000 
-30 technicians 
-U.S. 584,000 

"" a - o 3 

or Proect, 
Fr 73 to VT 83 
a.. V n.in,818.5million 

Prepared, r 1977 

IMPORTANT ASINE NS 



PROJECT LOGICAL FRAMEWORK AM= - Page 4 

YIN==CT TTflZ aS Px 

NA-aAIU. 

SUB-TOVI 

SuNKA.aY 

L AS UEVZWWZm" 

PrRU 527mb1$Date 

OIJECEVLY VIUIASLI INDICATORS HEANS OF "AI[CATION 

Life of Project, 
Frm rr 78 to Fr 83Total U.S. Fending. $18.5 million 

Prpared, No ebr 1977 

INPOTANt AS*UNY1Iont 

7. For Eetenaion Saroiree 
- txeterion agent. 
- Vehicles 

Sot. 
- Agricultural equiment 
- Generators 

- Surveying equipsent 
- Frtilizere, pesticides & funigcides 
- Spar ts and "teriale 

- 70 technicians (20 agro.imst.) 
-30 pick p trucks and 63 entor-ycle. 
- 18 uLts 
- 70 epray pumps and 30 hand tools 
-6 electric generators, gasoline motor 

220 v. and 60 cycles
- 6 land measuring wheels, calibrated in 
- U.S. $40,000 
-U.S. $190,000 

meters 

8. For Raeoorra. Stale. 
- Funding for wqmpant 

parsenel 
materials and -U.S. $139,000 

9. ForProject Direction 
- M~e fur equipment materials 

pa-.l 
and -U.S. $594,000 

10. For Tcnminl Aeistancs 
- Profesi earvices for mahinery 
Parke (Dollar funded) 

- Prodesiomal .ervices for Narketing 
a Collection Centers (Doll r funded) 

- frofessinoal saericse for Reource. 
Studies CDollar funed) 

- weoy f r contractj ngqnof icunal 
service. (tonal Corranry fene) 

-12.5 eon-years 

-5 mean-yers 

- 3 -­ years 

-U.S. $458.000 



6C 1)- CoM VCHECKLIST
Listed below are, first, staiutory criteria apl1cable qe=v1llyapplicabi to individual fund sources: 	 to FM funds, andDWlopment Asisti 	 tmn criteriae. and Securty auprtlq Auststancb 

A. 	 GENERAL CRITERIA FOR COUNTRY 
1. 	FAA Sec. 116. 
Can 	it be dmonstratid


that contemplated assistance wilI 
 directly

beneftt the needy? 
IF not, has theDepartment of State determined that this
govenmswt has engaged in conuistentpattern of gross violations of inter-
nationally recognized human rights? 


2. 	FAA Sec. 481. Has 	 it been determined thatthe 	government of recipient country has
failed to take adequate steps to prevent 

narcotics drugs and other controlled
substahces (as defined by the Compre-hensive Drug Abuse Prevention and Contr1
Act of 1970) produced or processed, in 
whole or inpart, insuch c'untry, ortransported through such country, from
being sold illegally withir the juris­diction of such country to U.S. Goverruct

personnel 
or their dependents, or from

entering the U.S. unlawfully?
 
FA. Sec. 620sa. Does reciDolent country

furni assitnce to Cuba or fail 
to
take appropriate steps to prevent ships
or aircraft under Its flag from carrying

cargoes to or from Cuba?
 

4. FAA Sec. 620(b). Ifassist;,,cL isto a

government,1jas the Secretary of State
determined that itisnot controlled by
the 	international Communist movement?
 

5. 	 FAA Sec. 620(c. Ifassistance isto 
government, isthe qovernment liable asdebtor or unconditional guarantor on any
de". to a U.S. citizen for goods or
services furnished or ordered where (a)
sun citizen has exhausted availahle 

legal remedies and (b)debt isnot denildan
 
or contested by such government? 


6. 	 FAA Sa._620e Ifassistance isto
a government, has 	it (including governmentagencies or subdivisions) taken any action 

which has the effect of nationalizing,
exproDriating, 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? 


1.Tlih 
 project is designed to facilitate
oncreased agricultural production in a 
large area of Peru's high jungle (Huallaga
Central) which is composed largely of poor
small farmers, mostly former immigrants
from the overcrowded adjacent highland
 

areas.
 
2.The GOP has taken such measures as are
within its capacity to control narcotics
traffic and is cooperating with U.S. efforts
 
tra. ic an d c tinto 	 eliminate production and 

th ef
trade innarcotics.
 

3.No longer applicable.
 

4 .Yes.
 

5.No known instance.
 

6.The GOP is fully aware of USG require­
ments for prompt, adequate and effective
compensation 


regarding expropriation

inVestments. of U.S. 
expropriation 

To date there have been severalclaims settled to 	the satisfac­tion of both Governments, including Matcona 
Mining Company's claim in September 1976.
The only outstanding expropriation claim is
that of Gulf Oil Corp. Negotiations are
 
continuing and a resolution is expected
shortly. 
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A 
7. IM Sec. 620(f); Ap. Sec. 108. Is 

recipient country a Comrmnlst country?
Will assistance be provided to the. 
Democratic Republic of Vietnam (North
Vietnaml, South Vietnam, Cambodia or Laos? 

8. FAA Sec. 620(1). Isrecipient country in 

any way tnvolved in (a)subversion of, or
 
military aggression against, the United
 
States or any country receiving U.S.
 
assistance, or (b)the planning of such
 
subversion or aggression?
 

9. FAA Sec. 62j. Has the country per-

mitted, or-failed to take adequate
 
measures to prevent, the damage or
 
destruction, by mob action, of U.S.
 
property?
 

10. 	 FAA Sec. 620(l). Ifthe country has 

failed toisiTtute the investment 

guaranty program for the specific risks 

of expropriation, inconvertibility or 

confiscation, has the AID Administrator 

within the past year considered denying

assistance to such government for this
 
reason?
 

11. 	 FAA Sec. 620(o); Fishermen's Protective 
Act, Sec. b. Ifcountry has seized, 0W 
imposed any penalty or sanction against, 

any U.S. fishing activities ininter­
national waters, 


a. has any deduction required by Fisher-

men's Protective Act been made? 


b. has complete denial of assistance 

been considered by AID Administrator?
 

12. 	 FAA Sec. 620(g); App. Sec. 504. (a)Is 

the government of the recipient country

indefault on interest or principal of
 
day AID loan to the country? (b)Is
 
country indefault exceeding one year on
 
interest or principal on U.S. loan under
 
program for which App. Act appropriates

funds, unless debt was earlier disputed,
 
or appropriate steps taken to cure default?
 

13. FAA Sec. 620(s ). What percentage of
 country budget isfor military expendi-
tures? How much of foreign eyzhange 
resources spent on military euipment?
How much spent for the purchase of 
sophisticated weapons systems? (Considera­
tion of these points isto be coordinated
 
with the Bureau for Program and Policy

Coordination, Regional Coordinators and
 
Military Assistance Staff (PPC/RC).)
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7.No.
 

8.No.
 

9.No.
 

10.The Administrator has taken Peru's
 
limited guaranty program into consideration 
iited guaranto continto funsh 
in determining to continue to furnish
 
assistance to Peru.
 

11. (a)No deduction has been required.
11. (b)The Administrator has taken
 
into consideration prior seizure of
 

U.S. fishing vessels by the GOP in his
 
determination to continue to furnish
 
assistance to Peru. There have been no
 
such seizures or sanctions since the 1972-73
 

fishing season.
 

12.No.
 

13.Approximately 15% of the GOP's current
 
budget is allocated for military expenditures.
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A 
14. 	 FAA Sec, 629(t). Has the country severed 14.No.
 

diplontIC relations with the United
 
States? If sc. have they been resmii
 
and have nw bilateral assistance agree.
 
ments been negotiated and entered into
 
siicce such .esumption?
 

15. 	 FAA Sec. RON What is the payment15.AID/W has recently informed us that 
status of the country's U.N. obligations? Peru's status regarding its UN obliga-
If the country is in arrears, wm ch tions is essentially the same as reported 
arrearages taken into account by the AM by State/IO in March 1975: "The amount 
Administrator in determining the curret currently owed by Peru to the UN is not 
AID 	 Operational Year Budgpt? sufficient to trigger the 620(u) 

16. 	 FAA Sec. 620A. Has the country granted provision.,!
 
sanctuary 'om prosecution to any indivi- 16.No.
 
dual or group which has comaitted an act
 
of international terrorism?
 

17, 	 FAA Sec. 665. Does the country object, 17.No.
 
on basis of race, religion, nationa1
 
origin or sex, to the presence of any

officer or employee of the U.S. thee
 
to carry out economic developmnt propm

under FAA?
 

18. 	 FAA Sec. 669. :'as the country deli-tired 16.No.
 
or received nuclear reprocessing or
 
enrichment equipment, materials or
 
technology, without specified arrangp­
ments on safeguards, etc.?
 

19. 	FAA Sec. 901. Has the country denied its 19.No.
 
aitizens the right or opportunity to
 
emigrate?
 

B. 	 RAIDING CRITERIA FOR COUNTRY 

1. 	 Development Assistance Country Criteria B.1. (a)Yes. The GOP has assilned 

a. FAA Sec. 102(c d). Have criteria priority to these areas in its 
bean established, and taken into account, development plans. 
to assess coftnitment and progress of 
country in effectively involving the B.l. (b)The GOP has assiigned high priority 
poor in development, on such indexes as: 
(1) small-farm labor intensive agri- to increasing food production. A Ministry 
culture, (2) reduced infant mortality, of Food was established in 1975 with
(3) 	pculation growth, (4) equality 6m responsibility or technical assistance in 
income distribution, and (5) unemployment, production and marketing of food crops. In 

b. FAA Sec. 201(b)(5), (7) & (8); Sec. the context of its irdustrial re~orm 
208; 211(a)(4), (7). Describe extent to program and its balrnce of payment manage­
which country is: ment, the GOP is seking foreigxi and 
(1) 	Making appropriate efforts to increase domestic private investments in areas 

'ood production and improve means ;or identified as being essential to growth. 
food storaoe and distribution. (Also, see It-dm No. B.l. (b).5) 

(2)2.reating a favorable climate for
 
foreign and domestic private enter­
prise and investment.
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(3) 	Increasingthepbli(Industrial()ln isn te polcs.ole

developmental process. 

(4) 	(a)Allocating available budgetary 
resources to development. 

(b) Diverting such resources for 
unnecessary military expenditure and 
intervention inaffairs of other free 
and independent natinns. 

(5) 	Making economic, social, and political 
reforms such as tax collection imprwe-
ments and changes in land tenure 
arrangements, and making progress 
toward respect for the rule of law, 
freedom of expression and of the pr s, 
and recognizing the importance of 
individual freedom, initiative, and
private enterprise. 


(6)Otherwise responding to the vital 

economic, political, and social con. 
cerns of its people, and demonstrating
 
a clear determination to take effective 

self-help measures.
 

c. 201(b), 2114a. Is the 
country among the 20 countries inwhich 
development assistance loans may be mde 
inthis fiscal year, or among the 40 in 

which development assistance grants 
(other than for self-help projects) may
 
be made?
 

d. FAA Sec. 115. Will country be 

furnished, In-same fiscal year, either
 
security supporting assistance, or
 
Middle East peace funds? Ifso, is
 
assistance for population programs,
 
humanitarian aid through international
 
organizations, or regional programs?
 

2. Security Supporting Assistance Country
 
Criteria
 

a. FAA Sec. 502B. Has the country 

engaged in a consistent pattern of gross
 
violations of internationally recognized
 
human rights? Isprogram inaccordance
 
with policy of this Section?
 

b. FAA Sec. 531. Isthe Assistance to 

be furnished to a friendly country,
 
organization, or body eligible to
 
receive assistance?
 

c. 	FAA Sec. 609. Ifcommodities are to 

be granted so that sale proceeds will accrue 
to the recipient country, have Special 
Account (counterpart) arrangements been 
made? 

"N1W 3.App. C 

B.1.(b)(3)Programs in Industry
 

Law), Fishing (Fishing

Law), Mining (mining Law), Agrarim Rfrm,
and Social Property are especially designed
 

to 	achieve this objective.
 
1.1. (b)(4)Sizeable portions of the GOP'a 

current budget are being allocated to tov 

priority programs in educational, agricul­
tural and industrial reform.
 
B.l. (b)(4)(b)See Item No. A.l3. 

(5)Tax collections have improved and land
 
reform has received top Government priority.
 

Much of the press is Government
 
managed. The current regime has
 
slowed the tendency toward expansioh
 

of state enterprises, e.g. recently the GOP
 
completed the sale of its large fishing
 
fleet back to private enterprise.
 

(6)The reforms of the present Government
 
are founded on the principles of equality
 

and active participation by all Peruvians.
 

201(b)Yes.
 

211(a)Peru is among the countries in
 
which develolment assistance grants
 
may be made.
 

d.No.
 

a.No.
 

b.Yes.
 

c.Not applicable for this project.
 



Listed below are, first, statutory criteria aplicable geneally to pejuts Ith p fw&, &Wthee project criteri applicable to individea fund BWMohice Oeyel.,.mcategory for criteria applicable only to loans) . 	 ASSIStIP (with a sub­and 	 Secity Spperting AssistaM dtm* 

CROSS REFERENCES: IS COUNTRY CHECKLLST UP TO DATE? IDENTIFY. MASSTJMI rTeq OIlIL BEENREVIEWED. FOR THIS PROECT? 

A. 	 GENERAL CRITERIA FOR PROJECT. 

1. 	 App. Unnumbered- FAA Sec. 653(b) 
(a) Describ how Committees on Appropria- a) This project was included intions of Senate and House have beenwill 	 orbe notified concerning the project; the FY 1978 Congressional(b) is assistance within (Operational Presentation.Year Budget) country or international
organization allocation reported toCongress (or not more than $1 million b) Yes. 
over that figure plus 10%)? 

2. 	 FAA Sc.611(l). Prior to obligationin exceso$T0,00 will there be (a) a) Yes.engineering. financial, and other plans
necessary to carry out the assistance and
(b) 	a reasonably firm estimate of the b) Yes.cost to the U.S. of the assistance?
 

3. 	W Sec. 611 a2. Iffurther legis­latveaction s required within recipient 
 No 	further legislative action is
country, what is basis for rasonable required.expectation that such action will becompleted in time to permit orderly
accomplishment of purpose of the assis­
tance?
 

4 	 FAA Sec. 611 b); App. Sec. 101. If for
water or wter-related 
 land resource Not applicable.construction, has project met the 	stan­dards and criteria as per Memorandum of
the 	President dated Sept. 5, 1973(replaces Memorandtum of May 15, 1962;
see 	Fed. Register, Vol No. Part38, 174,
III, Sept. 10, 1973)? 

5. 	 F Sc. 611a). Ifproject iscapitalass 	 stance e.g., construction), and all The Mission Director hasU.S. assistance for it will exceed 	 socertified.$1 million, has Mission Director certified
the country's capability effectively to

maintain and utilize the project?
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A. 

6. FAA Sec. 209. 619. Isproject susceptible
ET on as part of regional or mlti-

lateral project? Ifso why Isproject not 
so executed? lformtion and conclmin 
whether assistande will "ecobre 
regional development programs.I-If."f 
assistance isfor newly independent 

country, is it furnished through mupto

lateral organizations or plans to th 
maximum extent appropriate?
 

7. FM Sec. 601(a); (and Sec. 201(f) for
 
devel oan . Information and 

conclusions hether project will encourage 

efforts of the country to: (a)increase
 
the flow of internatinnal trade; (b)fos-

ter private initiative and competition;
 
(c)encourage development and use of
 
cooperatives, credit unions, and savings
 
and loan associations; (d)discourage

monopolistic practices; (e)improve
 
technical efficiency of industry, agri­
culture and comnerc.,; and (f)strengthen
 
free labor unions.
 

8. FAA Sec. 601(b). Information and con- 

clusion on how project will encourage 

U.S. private trade and investment abroad 
and encourage private U.S. participation
in foreign assistance programs (including 
use of private trade channels and the
 
services of U.S. private enterprise).
 

9. FAA Sec. 612(b); Sec. 636(h). Describe 

ttaps taken to assure that, to the 

maximum extent possible, the country is
 
contributing local currencies to meet 

the cost of contractual and other 

services, and foreign currencies owned
 
by the U.S. are utilized to meet the cost
 
of contractual and other services.
 

10. 	 FAA Sec. 612(d). Does the U.S. own excess 

foreign currency and, ifso, what arrange-

ments have been made for its release?
 

B. FUNDING CRITERIA FOR PROJECT
 

1. Development Assistance Project Criteria
 

a. FAA Sec. 102(c)- Sec. Ill; Sec. 281a. 

Extent to which activity wilL (a)effec-

tively involve the poor indevelopment,
 
by extending access to economy at local 

level, increasing labor-intensive pro-

duction, spreading inve.tment out from 

cities to small towns and rural areas; 

and (b)help develop cooperatives,
 
especially by te-hnical assistance, to 

assist rural and urban poor to help 

themselves toward better life, and other­
wise 	encourage democratic private and
 
local governmental institutions?
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Assistance in project davelopment 
was performed by COPERHOLTA, a 

development foundation from'Helum.
 
At .the present time no multilateral
 
or regional agencies have eicpressed
 
interest in participating in the
 

project.
 

The Project will improve the tech­
nLcal efficiency of the agricul­

tural sector in the project area.
 

The 	project will affect US trade
 
only to the extent that commodi­

ties and technicians may be 
provided from US sources.
 

There are no US owned foreign 
currencies available in Peru.
 

About 29% of the project cost will
 
be borne by the GOP.
 

No excess US owned foreign
 
currencies are available in Peru.
 

The 	project will directly affect
 
thezural poor by raising agricul­

tural productivity in the areaof
 
the 	Peruvian high jungle known as the
 
Huallaga Central. The population of
 
this area has a per capita betwoen
 

$100 and $200 (one foirxth the national 
average).
 



b. FAA Sec. 103 13A. 104. 105e 106. 
,iavble:
107. ISassistance being mmde 


ET(clude ofily applicable paragraph 
""
 
which corresponds 	tob.etc. --e...,a, 

IfMre than one source of funds used. 

fund source is used for pruject. include
 

relevant paragraph for each fund source.]
 

(1) [103] for agricultur'k. rural develop-
ment or nutrition; if so, extent to 
which activity is specificallY

increase pro'ictIvItYdesigned to 
poor; [103A]and income of rural 

if for agricultural research, is 
full account taxen of needs of small 

farmers; 

(2)[104] for population planning or
 

health; if so, extent to which
 
activity extends low-cost, integrateR
 

delivery systems to provide health
 

and family planning services,
 
areas and poor;
especially ,orural 


(3) 	 [105) for edtcation, public admin­
human resources
istration, or 


development; ifso, extent to which
 

activity strenuthens norformal
 
dationeducation, makc: fd(. 

more relevant, especially for rural
 

families and urban poor, or
 

strengthens management capability
 

of institutions enabling the poor to
 

participate in development;
 

(4)[1I6) for technical assistance,
 

enerqy, research, reconstruction,
 
and selected development problems;
 

if so, extent activity is:
 

(a)techrical cooperation and develop­

ment, especially with U.S. private
 

and voluntary, or regional and inter­

national development, organizations;
 

(b)to help alleviate enerqy problem;
 

(c)research into, and evaluation of,
 

economic development processes and
 

techniques;
 

or
(d)reconstruction after natural 


manmade diiaster;
 

(e) for special development problem, 
and te enable proper utilization of
 

earlier U.S. infrastructure, etc.,
 

assistance;
 

of urban development,(f) for proqratm 
especially imall labor-intensive
 
enterpriser., marketin(J systems, and
 

or other institutions to
financial 

help urban poor participate in
 

developoient.cotiomic and social 

Tba project is speoificallY design *4 

to increase the p-o :tivLy 
irca~s of the rural poor via 

laticn of agic-itu&I produc­ati 

tion in the reruvian high iunl9a. 
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g. A ec. 201 b)(2 -(4) and -(8)oSec. The project activity gives reasonable 
201(el; Sec. 211(al).(3 and-(8). Does 
the activity give reasonable promise of promise of significantly increasing
contributing to the development: of agricultural production in the project
economic resources, or to the increase of area and contributing towarft salf­
productive capacities and self-sustaining sustaining economic growth. Informa­
economic growth; or of educational or
 
other institutions directed towerd social tion on economic and technical 
progress? Is it related to and consis- soundness is contained in the project
 
tent with other development activities, paper.
 
and will itcontribute to realizable
 
long-range objectives? And does project
 
paper provide information and conclusion
 
on an activity's economic and technical
 
soundness?
 

h. FAA Sec. 201(b)(6); Sec. 211(a) (), (6). No effecison the U.S. economy are
 
Information and conclusion on possible expected as a result of this project.

effects of the assistance on U.S. economye

with special reference to areas of sub- US commodities and assistance will
 
stantial labor surplus, and extent to 
 be provided in a manner consistent 
which U.S. commodities and assistance with safeguarding the US balance of 
are furnished in a manner consistent with payments position
improving or safeguarding the U.S. balance. 
of-payments position. 

Development Assistance Project Criteria
 
(Loans only)
 

a. FAA Sec. 201(b)(I). Information AUSPVD may provide assistance in the

and usion on availability of financ- area of improving health and sanita­
ig from other free-world sources,
 
including private sources within U.S. tion in the project area (CARE).
 

b. FAA Sec. 201(b)(2); 201 d ). Infor- The GOP acknowledges the terms of the
 
mation and conclusion on (i)capacity of
 
the country to repay the loan, including loan and no problems are expected
 
reasonableness of repayment prospects, with loan repayments.
 
and (2)reasonableness and legality

(under laws of country and U.S.) of
 
lending and relending terms of the loan.
 

c. FAA Sec. 201(e). If loan is not Yes.
 
made pursuant to a multilateral plan,
 
and the amount of the loan exceeds
 
$100,000, has country submitted to AID
 
an application for such funds together

with assurances to indicate that funds
 
will be used inan economically and
 
technically sound manner?
 

d. FAA Sec. 201(f). Does project paper Yes. The project paper directly

describe how project will promote the describes the needs for increased
 
country's economic development taking 
into account the country's human and agricultural production in relation
 
material resources requirements and to Peru's overall economic develop­
relationship between ultimate objectives ment and available resources.
 
of the project and overall economic
 
development?
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e.FAA S". 202(s). Total amunt of
 

my under loan which is going directly
 
to privae enterprise, isgoing to
 
intermdiate credit institutions or
 
other borrowers for use by private
 
enterprise. isbeing used to finance
 
imports from private sources, or is
 
otherwise being used to finance procure­
ments from private sources?
 

f. FAA Sec. 620(d). Ifassistance is 
for any productive enterprise which will 
compete Inthe U.S. with U.S. enterprise,
Is there an agreement by the recipient 
country to prevent export to the U.S. of 
more than 20% of the enterprise's annual 
production during the life of the loan? 

3. Project Criteria Sol,,ly for Security

Supportin Assistance
 

FAA Sec. 531. How will this assistance 
support promote economic or political 
stability?
 

4. Additional Criteria for Alliance for
 
Progress 

[Note: Alliance for Progress projects
 
should add the following two item to a
 
project checklist.]
 

a. FAA Sec. 251b)(1), -(8). Does 
assitnce take into account principles 
bf the Act of Bogota and the Charter of 
Punta del Este; and to what extent will 
the activity contribute to the economic 
or political integration of Latin 
America? 

b. FAA Sec. 251(b)(8); 251(h). For 
loans, has there been taken into account
 
the effort made by recipient nation to
 
repatriate capital invested inother
 
countries by their own citizens? Is
 
loan consistent with the findings and
 
recommendations of the Inter-American
 
Committee for the Alliance for Progress

(now "CEPCIES," the Permanent Executive 
Committee of the OAS) in its annual 
review of national development activities?
 

3.an. K
 

No asuiutAmee will be given to 
productive enterprises which will 

compete in the US with US enter­
prise. 

Not applicable. 

Yes, Project is country specific
and will not directly contribute 

to the economic or political inte­
gration of Latin America. 

Yes. 
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CERTWIFCATICN PURSUANT TO SECTIOtN 611 (e) OF W1E 

FOREIGN ASSISTANCE ACT OF 1961, AS AKENDED
 

I, Leonard Yaeger, the principal officer of the Agency for
 

taken into account
International Development in Peru, having 


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 judgment Peru
 

has both the financial capability and the human resources
 

capability to effectively maintain and utilize the capital
 

assistance project:
 
SUB-TROPICAL LANDS DEVELOPMENT.
 

Leonard Yaeger
 

Director, USAID/Peru
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12 4 AS& 71: Leonard YaegerSEPOR 

Director de AID en el Perd 
 R 6UEI V E D 

ASUNTO 	 Proyecto de Desarrollo de las Coencas
 
de los Rios Huallaga Central y Bajo Mayo.
 

Tengo el agrado de dirigirme a LUd., en relacl6n
 
al asunto en referencda, y sobre el cual el Institute Naclonal de
 
Planlflcacl6n en coordinacl6n con los Ministerios correspondientes,
 
ha elaborado el Plan de Desarrollo Microregional de Huallaga Cen-­
tral y Bajo Mayo.
 

Los proyectos de inversidn que en principio se ­
han identificado, en coordinaci6n.con AID, requieren de un finan-­
clamlento del orden de US$ W'O millones. Dichos recursas permiti
 
rdn ejecutar el Programa de Inversiones a partir de 1978. La con­
trapartida peruana se ha estimado en el equlvalente a US$ 100 mi­
llones, recursos que serhn comprometidos con cargo al Tesoro PObl
 
co a partir del ailo 1979.
 

El proyecto cuenta con la prioridad correspondlen
 
te, estando por finalizar las coordinaciones del caso para designar 
al Sub-Comit6 de Desarrollo de Tarapoto como Unidad Ejecutora, el ­

cual tendrA como responsabilidad la ejecucidn y coordinaci6n del 
proyecto.
 

Por lo expuesto, solicito a nanbre del Goblerno -

Peruano la cooperacl6n de la Agencda para el Desarrollo Internaclo­
nal en el financlamlento del Indicado proyecto, por una suma del or 

den de US$ 15'0 millones en las condtciones mns favorables que con­
cede AID. 

Es propicia la oportunidad para expresarle los -­
sentimientos de mi especial considerac1n. 41r. 

ACT~O./~l:*~~~f~~ Atentamente. 

EP.8ALCOVISAEN rOAPSALLO 
!In'-tr do Econo a y,rnanza 
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Sr 

SFlOR t 	Leonar Yeaqer . 
Director de AID en el Perd X c -

ASUNTO t 	 Proyecto de Desarrollu de las Cuencas 
de los Ros I!uallaaa Central y Rajo -
Mayo. 

REFERENCIA : 	OQicio N* 1592-77-FF/75.21 

Tengo el agrado de diriqirme a usted en ro 
laci6n al asunto on referencia v sobre el .n.al solic 
t[ramos un pr~stamo nor USS 15'000,000 a fin de finan 
ciar parcialmente oI proyecto. 

En raz6n a aue durante 1978 y 1979 seria ­
imposihle asionar recurnos de contranartida, solicita 
mos a usted tenga a bien aestionar el aumento del mon 
to del or.stamo a USS 18'500,000, c1fra cue incluiriW 
un monto a dirigirse al financiamiento de anstos loca 
lea durante los aion 1978 y 1079. 

En consecuencia, el anorte de contraparti­
da a ser consiqnado por el Tesoro Pdhlico serfa del
 
orden de US$ 6'500,000 a partir del ano 1980.
 

Con este motivo, aprovecho la onortunidad
 
para reiterar a usted los sentimientos de mi especial
 
consideraci6n. 

Atentamente,
 

-Am. 

PogqmtudI. N., 1,13 
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E.O. 11652. N/A 

SU0J SUB-TROPICAL LANDS DEVELOPMENT 

RECEIVED FROM DIRECTOR GENERAL OF PUBLIC CREDIT OF THE
USAID HAS 

AND FINANCE, AN OFF ICIAL REPRESENTATIVE OF
MINISTRY OF ECONOMY 


THE GOP. A LETTER DATED DECEMBER 9, 1977 REOUESTING ADDITIONAL
 

SUBJECT PROJECT. LETTER REOUESTS A
 

A COUNTERPART CONTRIBUTION OF $6.5
 
AID LOAN FINANCING FOR 


LOAN OF $19.0 MILLION WITH 


POUCHED TO LA/DR.
MILLION. COPY OF LETTER BEING 


SHLAUDE MAN
 

m .0
 

C,Z: 



ANNEX H 
DEPAnTMCN; cr 5TATr 

AGENCY rOR INTERNATIONAL DEVELOPMENT
 
WASHINGTON
 

THE AOMINISTPATOR 

PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS
 

Name of Country : Peru
 
Name of Project : Sub-Tropical Lands Development
 
Number of Droject : 527-0163
 

Vursuant to Part I, Chapter 1, Section 103 of the Foreign
 
Assistance Act of 1961, as amended, I hereby authorize a
 
loan ("Loan"), to the Government of Peru ("Borrower") of not
 

to exceed nineteen million United States Dollars ($19,000,000)
 
to assist in financing the United States dollar and local
 

the Huallage
currency costs of a Peruvian high jungle known as 

Central-Baja Mayo ("Project"). Project components to be
 
financed are: roads, road maintenance, agricultural credits,
 
land clearing an~d farm machinery equipment and services,
 
marketing facilities and services, land surveying and titling
 

studies, and technical
activities, exttension services, resource 

assistance. The Loan shall be subject to the following
 
terms and conditions:
 

I. Interest Rate and Terms of Repayment
 

Borrower shall repay the Loan to A.I.D. in United
 
States dollars within twenty (20) years from the date
 
of the first disbursement under the Loan, including a
 
grace period of not to exceed seven (7) years. Bor­
rower shall pay to A.I.D. in United States dollars
 
interest at the rate of two percent (2%) per annum
 
during the grace period and three percent (3%) per
 
annum thereafter on the outstanding disbursed balance
 
of the Loan and on any due and unpaid interest.
 

II. Other Terms and Conditions
 

A. Except for ocean shipping, goods and services
 
financed under the Loan shall have their source 
and origin in Peru or countries included in A.I.D.
 
Geographic Code 941. Ocean shipping financed
 
under the Loan shall be procured in any eligible
 
source country except Peru.
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B. 	 Prior to the first disbursement under the Loan, or
 
to the issuance by A.I.D. of documentation pursuant
 
to which disbursement will be made, Borrower shall
 
furnish A.I.D. in form and substance satisfactory
 
to A.I.D.:
 

evidence of legislation establishing a
 
regional authority for implementation of the
 
Project.
 

C. 	 Prior to any disbursement under the Loan, or
 
issuance by A.I.D. of documentation pursuant to
 
which disbursement will be made, to finance dis­
bursements for other than technical assistance,
 
Borrower will furnish to A.I.D. in form and sub­
stance satisfactory to A.I.D.:
 

(1) 	evidence of implementing legislation for
 
Project administrative organization and
 
assignment of Project director and other key
 
Project personnel;
 

(2) 	an implementation plan for the Project which
 
will include a time-phased plan for Borrower
 
counterpart contribution and an environmental
 
resource protection plan.
 

D. 	 Prior to any disbursement under the Loan, or
 
issuance by A.I.D. of documentation pursuant to
 
which disbursement will be made to finance activi­

ties under the road construction element of the
 

loan, Borrower will furnish to A.I.D. in form and
 

substance satisfactory to A.I.D.:
 

(1) For road design: executed contract(s) for
 

engineering services for final design and
 
supervision of road construction.
 

(2) 	For construction activities: executed con­
tract(s) for construction of road sub-project(s).
 

(3) 	A detailed plan for maintenance of the road
 

for which new construction or improvement
 
designs have been approved.
 

E. 	 Prior to disbursement under the Loan, or issuance
 
by A.I.D. of documentation pursuant to which
 

disbursement will be made to finance construction
 
costs for the marketing centers, Borrower will
 

furnish to A.I.D. in form and substance satisfactory
 
to A.I.D.:
 

com­
patible with completed equipment specifications;
 

(1) 	Completed marketing facility designs 




- 3 ­

(2) 	Execute*d construction contract(s) for the
 
:%arketiag facilities;
 

(3) 	A mainteriance plan for each facility for
 
which designs have been approved.
 

F. 	 Prior to disbursement under the Loan, or issuance
 
by A.I.D. of documentation pursuant to which
 
disbursement will be made to finance construction
 
costs for machinery parks, Borrower will furnish
 
to A.I.D. in form and substance satisfactory to
 
A.I.D.:
 

(1) 	Completed machine shop designs compatible
 
with completed equipment specifications;
 

(2) 	Executed construction contract(s) for the
 
machine shop(s);
 

(3) 	A maintenance plan for each facility for
 
which designs have been approved.
 

G. 	 Prior to disbursement under the Loan, or issuance
 
by A.I.D. of documentation pursuant to which
 
disbursement will be made to finance the medium
 
term credit and credit infrastructure, Borrower
 
will furnish A.I.D. in form and subs-ance satis­
factory to A.I.D.:
 

Evidence of the establishment of a facility
 
in the Agricultural Bank for sublending for
 
on-farm land clearing and other specific farm
 
improvements, including a description of
 
procedures, administrative responsibilities,
 
eligibility criteria and sublending terms and
 
conditions.
 

H. 	 Borrower will covenant ihat:
 

(1) 	Borrower and ("SENAMA") in particular will
 
provide on a timely basis replacement equip­
ment and spare parts for the Project as
 
required, including necessary imported equip­
ment and parts;
 

(2) 	Revenue generated by SENAMA in the Project
 
area will be reinvested exclusively in the
 
Project area; and
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(3) 	Road maintenance equipment will be assigned
 
in sufficient quantities to assure all-year
 
operation of the existing road from Jaunjui
 
through Tarapoto to Chiclayo.
 

(4) 	Borrower will conduct an annual review og its
 
food pricing policy with respect to its im­
pact on agricultural production in the project
 
area.
 

Administrator
 

Date
 

Clearance:
 

U,/SA,RWeber Date
 
LA/DR,WStickel Date
 
LA/DR,MBrown Date
 
LA/DR,CWeinberg__ Date
 
PPC/DPR,EHogan Date
 
SER/FM/CMDStafford Date_
 
AA/PPC,AShakow Date
 
GC,MBall Date
 
AA/LA,AValdez Date
 

GC/LA,JLKessler:lb:1/13/78
 




