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PART I: SUMMARY AND RECOMMENDATIONS 

UNCLASSIFIED 
AJJJ-DI£/P-970 
June 4, 1911 

1. BORROWER - The Borrower will be the Government of Peru (GOP). 
Executing agent will be the Ministry of Housing acting through its 
Direccion de Promocion Comunal (PROCOM). 

2. M1()UNT AJ"lD TERt"1S OF LOAi'J - The amount of the loan will be $3,000,000, 
IOr1Jreigr , exchange and local costs of the project as defined below. 
The amortization period will be 40 year.s with a 10 year grace period. 
Interest at 2'7" per annum will be cha'rged during the grace periQd and 
3% interest thereafter. 

3. PURPOSE - To finance corrnnunity development and reconstruction 
activities on a 5o;;lf-he~p basis in the "rural and urban areas of Pen.1 
affected by the earthquake of May 31, 1970. 

4. PROJECT DESCRIPTION - Approximately $2-1/2 million of loan funds 
would be directed to the rural community reconstruction program of 
Promocion Comunal for financing, principally through subloans and 
grants to community groups, equipment, materials, and other con­
struction costs of subprojects for housing, community infrastructure 
and 3mall industries in rural communities of the earthquake zone. 
Approximately $1/2 million of loan funds would be channeed through 
the urban program of Prornocion l:omunal to finance similarly costs 
of pilot self-help urban infrfwtructure, housing, and small 
industry projects. 

Loan funds would also be av~ilable for training and ~her technical 
assistance for PROCOt-1 and the Communities as needed to assist in 
the planning and execution of the project. 

5. HOST COUNTRY CO~TRIBUTION - Approximately $1 million .. to cover 
increased operating and personnel costs of PROCOM in carrying out 
the project, plus community contributions in the form of labor and 
materials, estimated at approximately 507. of the cost of the projects. 

6. OTHER FREE WORLD FINANCING - No other financing is available from 
oth~r free world lenders on the concessionary terms required for 
this project. '.i,l1e EXIMBANK reported no interest in participat1'lg, 
iu the project at the Lia~on Group Meeting held March 25. 1971. 
The IDB expressed no interest in April, 1970. 

7. STATIJTORY CRITERIA - All statutory criteria have been duly considered. 
See Annex III. 

8. RECOMMENDATIONS - It is l:ecommended that a loan be authorized in 
the amount of $3,000,000, for dollar and local coat. of the project. 
on th~ rnl1nyino ~~~C& 
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a. Rep-,yment of loan principal over 40 years, with a 10 year 
grace period. 

b. Interest on· the disbursed balance at the rate of 2% oer annum 
during the grace period and 3% thereafter. 

PROJECT COf'll.l'1ITTEE: 

C.A.Buchanan 
E.Butler 
G.l'Iadzo 
J. B. ~'la r tin 
J.G.Rogers 
C.Belcher 
E.Alarcon 
C.T.Owen 
D.Bathrick 
A.Mudge 
B.Burnett 

Loan Officer, USAID/Brazil 
Community Development Advisor, USAID/Peru 
Housing Officer, USAID/Peru 
Controller, USAID/Peru 
DisastGr ReliEf Officer, USAID/Peru 
Program Officer, USAID/Peru 
Engineering Office, USAID/Peru 
Community Development Advisor, USAID/Peru 
Community Development Advisor, USAID/Peru 
J'.ssistant D5.rectr.c for Capital Projects, USAIO/peru 
Acti~g Ca?ital Development Officer, USAIO/Peru 

Approved: 6t~, V /c.~ 
I Lauis V. Pere~;--­

Director 



- 3 -

PART 11= PROJECT DESCRIPTION 

P.ID-DLC/l-'-?70 ' 
June 4, 1971 

funds provided under ti1C Lo;:m ,vi 11 en[lble PROC0l1 to undertake an 
expanded reconstruction and developlTlent assistance program fot' rur.al 
and urb.:m (;ommuni ties which have been adversely affected by the May 31, 
1971~ earthquake. The program will be carried out over a 3-year 
pericd from mid-1971 to Mid-1974. Communities will participate ac­
tively in the planning and execulion of housing, community infrastruc­
ture, and related production projects with training, technical, and 
mater.ial assistance provided by PROCOi'-l. Approximately 80/0 of loan 
funds will be utilized for an expanded PROCOM rural program and the 
remaining 20% will be utilized for experimental pilot programs in the 
"pueblos jovenes" of s",lected :.Irban coastal cities. Technical assist­
ance ,md tr.Jining wi 11 also be provided to PROCOM under the Loan 
Agreement and a complementary Grant funded Project Agreement. It is 
estimated that $2.5 million of the loan will be used to cover local 
costs, and the balance of $0.5 million will be used for purchasing 
direct imports. 

The Rural Program 

The major objective of this program will be to e~able residents of 
selected sn1.Jll towns and surrounding areas to rebuild and/or construct 
adequate anti~sysmic homes at minimum cost utilizing :;elf-help con­
struction and con~unity organization techniques. The ?rogram will 
concentrate on the construction of homes and related corrnnunity infra­
structure such as water, electricity, community centers, etc. in small 
towns in an effort to stimulate the development of rural population 
centers by providing common community facilities and services. 

Over 3,000 rural homes will be constructed with the individual 
home O\,mer contributing approximately 50/0 of the total construct'ion 
cost in self-help labor and materials. The remaining construction costs 
\-lill be finanCl2d by a small material donation by the GOP and the exten­
.sion of long term credit which will be made available to legalized 
community cooperatives and groups who will extend loans to their in­
dividual members. Comm~nity infrastructure, small industrial endeavors, 
and agricultural projects will also be undertpken on a selected basis 
by community groups with PROCOH assistance. 

The Urban Program 

The objective of this program will be to undertak,e 
pilot projects in the pueblos jo~enes of the urban coastal cities 
affected by the earthquake. PROCOM will make available credit and 
technical assistance to organized pueblo joven groups in·selected 
areas for the installation of basic infrastructure services (wate~, 
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electricity, sewage, etc.) and the construction of low-cost self-help 
housing. &i1ti-sysmic house cesi~n5 being deve1op",d b)' 
PROem'l for th0 urban coastal a:::-eas will be utilized for the first time 
on a significant scale. The project may also include the development 
o[ small industries which will produce low cost housing construction 
materials ane1. basic fUTI1ishings. 

·~h~ intent o~ ttis program is to demonstrate 
en a small scale new methods which can be utilized by the GOP to 
provide assistance to the pueblos jovenes in meeting their great needs 
for adequ.1 te hOL:S ing, basic communal services ~ and increased sources 
of income. 

Technical Assistance 

Up to $100,000 of Loan funds will be available for technical 
assistance. This "Jill include the short term contracting of specialists 
in cooperatives, self-help housing, credit administration, evaluation, 
etc. required to assist PROeO~ in subproject planning and implementation. 
A full time U. S. advisor ,vi tb expertise in corrmunity development and. 
self-help housing will a1so/fifred for two years under a complementary 
Grant Project Agreement. 

GOP Contributions 

In addition to its already installed offices and personnel capacity 
of PROCO;'l in the zones to be affected by this project, the GOP will 
contribute approximately $1.0 million to finance the staffing and other 
operational requirements of this project over the 3-year execution 
period. It is also estimated that the corrmunities themselves will 
contribute approximately $2.0 million in the form labor and materials. 
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SECTION A - BACKGROUND 

1. Earth<luake 1970 
! 

a. Description of the Disaster 

In terms of death and destruction, 'the earthquake which struck 
Peru on ;'!.:iY 31, 1970 was the worst in history, not only in Peru, lout, 
in the entire Western Hemisphere •. The strength of the earthquake, 
calculated according to surface waves, was 7.7 degrees on the Richter 
Scale. Its affects 1,oJere aggrava'ted by the adobe type of 'construction 
prevalent in the area and the steep landslide- prone topography of, t~e 
Sierra. Within seconds some 70,000 people had lost their lives, 
100,000 people injured and 20,000 children orphaned. Over 100,000 
houses were completely destroyed ~nd a total of 200,000 buildings 
reduced to rubble leaving overall 500,000 people homeless. The Govern­
ment of Peru has estirr,atcd total material loss to amount to $515 million. 

b. Magn;, t~de of the Disaster 

A region of about 83,000 square kilaneters was severely affected 
by the earthquake, largely in the Department of AAcash, but also in the 
Departments of La Libertad and Lima. See map in Annex V. 

Compounding the damage and destruction caused by the severe 
shaking were the many landslides it triggered in the mountains. The 
valley of the C.:lllejon de Huyalas suffered by far the largest and most 
catastrophic avalanche in reco~ded history when a gigantic 25-50 million 
cubic meter mass of rock and ice fell away from the north face of Mount 
Huascaran and within about 3 minutes reached and obliterated the towns 
of Yungay and R.:lnrahirca located at a distance of 15 kilometers in the 
narrow valley below, killing an estimated 20,000 people. 

The coastal cities of Chimbote (population 172,000), Casma 
(population 6,400) and lIuarmey (population 9,400) were almost entirely 
destroyed. Loss of life in the cities although appreciable was less 
than in the sierra area due to lighter construction and wider streets 
In the Callejon de lluaylas the major cities of Huaraz and Caraz as well 
as many smaller t01,oms were reauced to rubble causing a great loss of 
life. 

\~i thin a few hours after the disaster a massive relief campaign 
was launched. Spearheaded by the Peruvian government the relief effort 
rapidly gained momentum as public and private donations of food, 
medicines, clothing and other emer6ency supplies poured i'nfrom around 
the \'lorld. T:-te Peruvian Government allocated the equivalent of $17.5 
million for immediate relief and rehabilitation. Peruvian private 
donations of Clothing, medicines and goods were sent to the Junta de 
Asistencia Nacional in large quantities and private sources also do­
nated the equivalent of $5.6 million in cash. 
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A final tabulation reveals that 66 countries throughout the 
world responded with emergency relief assistance to Peru. Now, nearly 
a year after the quake, materials assistance such as prefabricated 
buildings, foodstuffs, etc. still continues to arrive at Lima's port 
cit y of Cd 11 dO. 

c. U.S. Effort 

On June 1, the day after the earthquake, the American Ambassador 
announced a donation of one million soles ($23,000) for the disaster 
Victims. 

A Disaster AssistancE and Survey Team (OAST) arrived from 
Panama on June 2, "lith three C-130 cargo aircraft loaded with two small 
helicopters, a civic action team including medical spec 4 alists, and 
tents, cots, parachutes, sleeping bags and other disaster supplies. 
Funding levels for emergency relief were set up and eventually totaled 
$3,150.000. 3y the end of June over one million pounds of tents, 
blankets, cots, mediCines and other priority items had been delivered 
by chartered co;-,lmercial ai rcraf t or on US mi 1. i tary planes frqm the U. S. 
and pana:11a. Gnder the U.S. Food for Peace Program over $4.5 million in 
food co~modities were. donated to the disaster victims. 

Frc"Tl June 11 through June 21 the USSGUAl'1 helicopter carrier 
o~erated off Chimbote. The GUAM airlifted medical teams composed of 
Peruvians, Americans and uther nationals to Villages on the high slopes 
of the ~ountains. The teams provided first aid treatment to victims 
and evacuated the seriously injured to the GUAM or hospitals wherever 
available. 

d. CRYRZA 

The Government of Peru in June established a special new agency 
to coordinate the'i~mense reconstruction and rehabilitation task which 
it faced in the di~aster area. This Commission on Rehabilitation and 
Reconstruction in the Affected Area ("CRYRZA") was headed by General' 
Villa Pazos "Iho was assigned cabinet rank. The Conunission has its own 
resources and authority to direct and coordinate the reconstruction 
effort. In general, however the Commission will use government ·min­
istries as implementing agencies for specific projects. In addition 
all foreign assistance for the earthquake area will be coordinated by 
this Co;nmission. 

e. Reconstruction Phase 

Within a month of the earthquake, A.I.D. provided a $7.4 million 
'grant to the Peruvian Government for a variety of projects in the 

D 
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disaster zone.ll The projects covered temporary housing, power gen­
er~ting equipment, construction materieLs and other equipment for 
schools .md medical centers, agricultulal tools and credit, and the 
rep~ir of damaged irri.gation systems. In November A.1.D. authorized 
a $28 million llousing Investment Guarantee for the reconstruction ot 
housing .:md reloted corrmunity facilities in u:cba:1 areas affected by 
thedisaster. 

The Peruvian Government diverted no of its 1970 budget for earth. 
quake relief 2.nd reconstruction and programmed 3/0 of the 1971-1972 
two-year budget (about $80 million) for additional reCOllstruction and 
development projects in the same area. 

Major assistance was also offered by the World Bank and the Inter­
American Development Sank. In September of 1970 the World Bank 
approved a $30 million loan to finance the construction and repair of 
roads in the affected zone, particularly in the Callejon de Huaylas. 
The lOB approved a $3) million dollar loan in July to rebuild housing 
and infrastructure damaged by the quake. 

At the present time the Hission expects to negotiate a $5 million 
PL 480 Title I program with the Government of Peru. The counterpart 
funds are destined for earthquake reconstruction projects. 

2. Origin of Loan pronosal 

By the end of 1970 it was gene rally agreed by both the USAID and 
Peruvi.:.ln institutions involved in the earthquake reconstruction effort, 
that PROCOM's performance in this respect, utilizing both A.I.D. and 
GOP resources, was good. In addition, PROCOM demonstrated, during the 
last quarter of 1970 an increasing capacity to effectively utilize 
funds for con~unity projects under A.I.D. Loan No.527-L-045. Recognizing 
both the institutional potential for an expanded PROCOM involvement in 
the quake area and the existing longer term needs of rural communities 
for reconstructionpf housing a:l.d community infrastructure, USAID and 
PROCOM officials began in January, 1971 to explore the possibility of 
an A.1.D. 10':H1 to assist PROCOM in this task. Once confirmed tllat a 
loan, primarily to finance small community housing and infrastructure 
projects, was desirable and feasible, the matter w~proposed to the 
President of CRYRZA and the Minister of Housing at a meeting held 
January 15. It was decided that PROCOM should develop for USAID anc 
GOP review more detailed proposals regarding use of the loan funds. 

1 I By· the end of October, 1970, U. S. public and private 
rlonations amounted ~o nearly $27 million. 
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During February and March, USAID technicians made field vie:its 
to study PROCO:-1 operations in the urban and rural areas of the 
disaster zone. An IRR was submitted to AID/W in February and approved 
in March. USAID and GOP began intensive review of this proposal in 
mi d-~!ilrc h. 

3. Prior COin:llunity Developrr,ent Programs final1ced by A.I.D. and IDB 

a. A.I.D. Conmunity Development Loan (527-L-045) 

In September 1966 A.LD. signed c $2.1 million loan ag'C'eer1er.t 
with the GOP (Loan No. 527-L-045) to assist in financing the COTrnnunity 
P.evolving Loan Fund ("FOROeO") of the then Direccion de Coopel'acion 
Popular y Obras publicas ("COOPOP"). COOPOP was conceived to be the 
major thrust of the Belaunde government in the rural development field 
and the A.I.D. loan was signed for the purpose of financing through 
credit to small communities the purchase of construction materials to 
be employed in limited-scale infrastructure projects. The loan in­
clud~$lOO,OOO for technical assistance for establishment of the pro­
gram and subsequent evaluation. The remaining $2 million was to 
capitulize the loan fund along with $2 million counterpart to be 
c en t ri bu te:d by the: GOP. The GOP enc ounte red irraned ia te d if f i cu 1 ties 
in providing the counterpart funds as the opposition-controlled Con­
gress refused to make necessary appropriations. A.I.D. advanced 
$250,000 from the loan to initiate leading operations and thereby fie1d­
test the lending crite:riu and procedures, but the GOP was unable to 
provide: adequate supporting resources in personnel and equipment. 

The FOROeO conci2pt \';:1S based upon the mobi Uzation of COTrnnU-
ni ty resources -financial and materia1- to overcome problems con­
frontin;.; the co:::;,uni ty. The ini t ial lending operations proved the 
feasibility of the loan conce;.>t as the r-rospective borrowers readily 
accepted the additional responsibility entailed in loan financing. 
The wi 11 in[;l1"::ss of the corr:muni ties to aCl.:ept medium-term loans (3-8 
ye:ars) caused If,any 0;: eoopop personnel to -promoi:e actively the 1enJirg 
concept. The existence of grant funding through the 'BID program ',see 
subsequent section) produced an additio~a1 handicap to the FOROeO 
program. Cnfortunately, tn:s success was short1ived. Lacking GOP 
counterpart appropriation, the limited sub1ending resources were 
depleted ~nd it \.Jas necessary ':0 withdraw progressively from the promo­
tio~a1 effort. Follov.';ng th-:; revolution in October J.968, the matter 
was brought to the attention of the military government and $500,000 
in counterpart funds for'FOROCO were provided in mid-1969. By that 
time A.I.D. had deob1igated $1,500,000 of the $1,750,000 undisbursed' 
loan balance. The USAID is currently reviewing.a request to disburse 



_ 9 -

the remaInIng $250,000. In addition to the counterpart funding 
difficulty, rOROeO has adversely affected by other factors. for 
c)l . .1mple, during a nine monch period from July 1968 until April 1969~ 
eoopop had four different directors. Each change in director 
resulted in periods of inactivity until the new director was able to 
falniliarize himself with the institutiori's program. Each change also 
affected the organization's philosophy and created ~n attitude of 
uncertainty on the part of the employees. 

At the same tim", there wpre re()rganiz.:J.tic~s wHhin th~ GOP which 
.1bol ishe:d the i-linistry of Development (Ministerio de Fomento) of 
which eoopop had been d part. eoo~op was shifted into the newly­
created Ministry of Housing and joined with the former Junta Nacional 
de la Viviend.1 which had responsibil itic:;s for executing low-income 
housing construction programs. The successful reinitiation of FORoeo 
oper.1tions suffered another setback in late 1969 when the government 
announced that municipal elections would not be held in November 1969 
and that the elected mayors and town officials appointed by the Min­
istry of Interior. Most of the outgoing offiCials had been informed 
through promotional campaigns of FORoeo's role. a~d their departure 
required yet another promotional effort. 

FORoeo \·1<:1S also affected by the reassignment of eoopup personnel 
(en~ineers and technicians) to the earthquake zone. Many 0f these 
individu.Jls did not returJ1 to their norma::' posts until 1..ate 1970. 
Thus, it was not until the final few months of 1970 that FOROeO's 
lending operations were without major obstacle. In addition, PROeOM 
has finally been able to allocate budgetary furtds to cover the direct 
field costs or lending operations. Previously, the local offices had 
been required to cover dll FOROeO related expenses with funds from 
their annual program budget. 

TrlG t:)~al co.pi talization of FOROCO to date according to 
SO"Jrce of co:;tri"outiorl is as follows: 

USAID U.S. 250,000 @ 26.80 or s/6.7 million 

USAID* U.S. 240,000 @ 43.38 or s/10.4 million 

GOP U.S. 500,000 @ 43.38 'Jr S/21. 7 million 

TOTAL: u.s. 990,000 S[38.8 million ---
Ti'ie tCltal arnOli.:1t disbursed frClm the FORCCO Fund to date 

is s/16 million, leaving a balance of S/22.8 million plus sub10an 
~epa.y;nents of 3/1.5 milli'Jn or approximately U.S. $540.000. In 
Go rE:p)rt submitted by FOROeO tCl USAID in May 1971, it was 
ec:L: .Q.::(;d 1:: .<..:.~: E..:-: ad,'itl'Jnal 8/17.2 milli on j n projects are programmec 
,'or [;.l)pr ""fa1 a: d dj s"t,\lrsc:ment duri.nc; the last tw'J quarters of CY 1971. 

* Not disbursed to FOROeO as yet; to be disbursed 
during next 6 months. 
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b. IDB $20 million loan for community devdopment 

In 1966 the Inter-American Development Bank signed a loan agree­
ment with the:: GOp for a U.S.$20 million to be employed in a multisector 
comrr.unity develo?~cnt program. project funds were directed to rural 
communi ties in seve::n areas of tOne Sierra called "Zones for Joint 
Action" • The various GOP executing agencies agreed that subprojects 
plans \"lOuld be coordinated and that all organizations would collaborate 
in a joint effort. 

Approxi~atcly $8 million was channeled into COOPOP's 
program (pROeO~'s predecessor). These funds were not limited to project 
construction rnateria15 but also included personne::l costs, heavy eq~ip­
;T,e;1t ...lnd vehicle acquisition, trajning, and other components. It was 
pl.:mned origin.::llly to make grants wi th about half of the $8 million and 
usc the:: remainder for the capitalization of a sub-lending operation 
si:nil.:H to the A.1.D. loan financed FOROeO program. Unfortunately, 
this sub-lending aspe::ct of th~ program was never implemented and all 
BID project funds used by eoopop were disbursed in the form of grants. 

Ove::rall coordination between the implementing agencies was 
the responsibility of the National Office of Corrununity Development 
(O;';De) \-Jhich was established for this specific task. About $500,000 
remains to be disbursed from the PROCOM portion of the loan; it is 
expected that final disbursements will be made in early 1972. 
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SECTION B - OP.JECTIVES OF THE ?ROJECT 

Sunm.:try 

The A.I.D. loan ~ould assist in the rebuilding and reorganization 
of communities in the earthquake zone, and in expanding and improving 
the services presently being provided by PROCOM to communities in tha_ 
area. More specifically, loan funds would be used to: 

1. Finance self-help housing; 

2. Finance community development projects such as irrigation,. 
water and sewage, sw~ll i~dustry, etc.; 

3. Carry out a program of pilot proj ects, J..n seJ.ected 
urban Dueblos jovenes. 

He-
1. Disaster Relief and/Construc~ion 

a. Rural 

Only a small portion of the much publicized international 
assistance for permanent reconstruction has trickled to the rural commu­
nities of the Callejon de Huaylas. The A.I.D. loan would support the 
only ~ajor program cnncerned with providing permanent self-help housing 
to selected rural co~unities in this area. To complement the housing 
programs, for the first time attention would be directed to the creation 
of integrated rural communi.ties capable of supporting basic community 
institutions and infrastructure services. In additions the loan would 
finance s~all indu3tries and agricultural facilities ;0 restore nec­
essary economic sustenance to the communities. 

b. Urban 

In view of the staggering needs of the more severely devastated 
urban areas, this program would employ pilot projects 

seek ing new solutio •• s f or the problems of urban reccnstruction 
and economic development. Such pilot projects would emphasize low 
cost, self-help, and the development of complementary small industries 
and businesses. 

2. Co;nmunity DevelQ):nent Impact 

A primary objective of CRYRZA and the GOp development agencies aC~lV. 
in the earthquake zone, and a major goal of the Revolutionary Government 
on a national level, is to promote the active participation of maralnal 



_ 12 -

rural and urban communities in the planning and execution of local 
development programs. The need for such participation is partic­
ula::..-ly dcute in th.: earthquake zone where needs resulting from the 
destruction far outstrip the GOP resources 'being provided; commu­
nity resources (both human and material) must be mobilized to com­
plement this COP effort. 

The ~roposed loan prugram wi'll assist in the formation of repre-. 
sentLltivc COi;-:;l~uni ty organizations (cooperatives, associations, blo£k 
groups, etc.) or the. strengthening of existing corranunity organiza-' 
tions through leadership training and corranunity development promo-
t i onal \.Jork, und by subsequently providing needed technical and 
mLlteridl assistance to their local development projects. The types 
of CO:Tclunity organizations to be assisted under this Loan,namely 
the officially recognizeJ Campesino Communities; the Agricultural 
Societies of Social: Interest, corranunity cooperatives and other 
-.rg.:mized CO~.;;1~u,1i ty groups, have-eec;1 sanctioned by the GOP to promote 
and support popular pdrticipLltion in development. These organizations 
will be prOVided the basic organizational skills and relevant expe­
riences to expand their effectiveness as active participants in 
development. 

3. Institution Building - PROCOM 

a. Rural Pro~rams 

1. During the approximately one year period since the earth­
qU3.kc, PROCO:,l's l~ural Division diverted much of its equipment and 
personnel fro~ other operational zones to the earthquake zone in 
response to coaIDelling needs for emergency assistance. Some of these 
r(!sources Hill be returned to the other zones to rebu:ld their pro­
gri.l~s to fOr.T,er levels. This loan together with the GOP counterpart 
\dll enabh.: PROCO\! to continue and expand upon those activities, 
particuld::.-ly in rural housing, repair and reconstruction, which PROCOM 
has already successfully initiated in the earthquake zone. 

2. In the recent restructuri~g and reorganization of PROCOM~ 
the I~evolutionary Government has assigned PROCOM with specific func­
tions in the field of rural housing. PROCOM's rural housing activities 
to date have been primarily limited to the emergency housing programs 
financed under th(; A. 1.D. E;nergenc~ Grant for the earthquake zone, and 
s:nall grants provided by care f or;he same purpose. These programs ' 
have generally been executed successfully by PROCOM but have largely 
been short term emergency efforts. 
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The proposed loan project will enable PROCOM to expand and 
strengthen its rural housing pro~rams and orient these activities 
towards longer term solutions fo~ ho~sing problems in the rural areas 
of the earthquake zone. 

The technical assistance provided to PROCOM, and theexpe­
perience of planning and executing the proposed housing program will 
enable PROCOM to firmly establish its role in rural housing -initially 
focused on reconstruction in the earthquake zone, and, subsequently on 
rural housing programs for other rural areas of Peru. 

b. Urban Programs 

While the major role of Urban PROCOM is to plan and execute 
urbanization and land titling programs for the pueblos jovenes, it 
also has been assigned functions for providing adequate housing for 
the pueblos jovenes. PROCO~ and other GOP institutions have executed 
small scale, low cost, self-help housing construction programs but 
these have only been isolated, short term efforts. The GOP has not as 
yet mounted a large scale effort to respond to the tremendous need for 
such low cost housing construction. 

The proposed loan project would provide technical and material 
assistance to PROCOM's Urban Division, enabling it to plan and execute 
such a progrAm on a pilot basis in selected Pueblos Jovenes. This 

'project may then enable PROCOM to focus a f3.r more significant amount 
of its resources on low cost self-help housing. 
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SECTIO~ C - BORROWER AM) EXECUTING AGENCY 

1. Resnonsibilities and Experience 

The Borrm-Kr will be the Peruvian Government represented by the. 
Ministry of Economy and Finance and CRYRZA. 

TI1(2 Executing Agency will be Promocion Comunal (PROCOM), a 
dependency of the Hinistry of Housing. The Ministry itself will provide 
overall supervision an~ subject to the coordinating function of ~RYRZA, 
assist PROCO~I in the interministerial coordination necessary during 
implerr.cntation of the project. 

one of 
PROCm-1 is/ the most important agency of the GOP charged with conunu­

ni ty development activi ties. It has both rural and urban depart:nents, 
but only in the former is it truly independent in its policy making. 
The urban department acts more as an executing agency on programs 
developed and funded by such other GOP entities as CRYRZA and the 
;-.lational Development Office for Pueblos Jovenes. ('-'ONDEPUJOV"). 

The rural department was forme:cly Cooperacion Popular (COOPOP), 
created by Prcsident Belaunde Terry in the early 1960's to develop a' 
program and an administrative network throughout Peru dedicated to 
community develo?ment. A.I.D. collaborated with president Belaunde by 
making a $2,100,000 loan to COOPOP in 1966. 

The u:cban department \Vas formerly called the Junta Nacional de Vi­
vienda \oJhich had responsibilities for attacking problems of the large 
urban slum areas, known as "Pueblos Jovenes". (Young Towns). 

In late 1968, the revolutionary government effected important 
structural modifications to the GOP ministerial system. The purpose 
of thic' realignment VIas to group dependenciE;s with similar functions 
wi thin ministries th<1t ,'Jould be most responsive to these specific 
functions. COOPOP, previously a part of the Ministerio de Fomento 
(~inistry of Development), was shifted to the newly created Minister.io 
de Vivienda (~linistry of Housing) where it was renamed Direccion General 
de Cooperacion Popular y Pueblos Jovenes. This latter change in names 
was occasioned by the transferral of the ex-Junta Nacional de la Vi~ 
vienda (National Housing CommHtee) to COOPOP and which greatly 
increased the institution's capacity to deal with problems in the 
urban slum centers. The ex-Junta, which specializes in the granting 
of property titles to squatter home builders and to effecting basic, 
infrastructure improvements (such as street grading, electricity, wa1 
and sewage) in the Pueblos Jovenes, became known as the Direccion de 
Pueblos Jovenes. 
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A later modification of COOPOP was made in December, 197~when the 
organization was renamed Direccion General de Promocion Comunal (Gen­
eral Direction of Community promotion) which operates through its· 
rural and urb<ln departments. Al though thesz two programs operate in 
distinct areas, their actions are nonethele~s complementary in the 
s0lution Ot the overall problem Ot the marginal population. 

A.'1 analysis by PROCOM of the Peruvian r\Jral sector revealed the 
following principal problem areas: 

a. Absence of physical and socially productive infrastructure. 

b. Pr~valenG~ of co:rmunity relationships based upon exploitation 
and aliena t i 0,1. 

c. High incidence of unemployment or underemployment. 

d. Poor living conditions. 

PROCOM, on the b3sis of its experience and capacity, is attempti~g 
to resolve these pro1:lle1l1s through the following: 

a. pro.sra~Tlffiing of c.ommunity development to simultaneously 
achieve the impr"ovement of the rural population in their 
economic, technological, and human di~ensions. 

b. The developm:;mt of 10c3l leaders and the active participation 
of the po?ulation in the community planning and government. 

c. f-Iobilization ot thz rural population in the construction of 
a ?roductive social infrastructure. 

PROCO:-1' s eff orts in the urban slum areas (Pueblos Jov'enes) are 
concerned with the following problems: . 

a. Uncontrolled settling with little or no concern for urban 
plannin:s criteria. 

b. Uncertain land ownership. 

c. Lack of. aOI;q'.late urban infrastructure. 

d. Autonomous 10:a1 governments which bypass established govern·,:, 
ment structure. 

e. A widespread sence of alienation from local and national 
government on the part of the dwellers. 
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The GOr is well aware of the importance and urgancy of solving 
these pro:,lems and is seeking to find solutions by coordimlting the 
partieipatio~ 0: all co~cer~ed GOP institutions under the gUidance of 
the National Development Office for Pueblos Jovenes. Active partic­
ipation of the urban population and the private sector is also con­
templated. \.Ji thin the process, the Direccion de Promocion Comunal is 
respons i ble for: 

a. Th2 legalization of the Pueblos Jovenes. 

b. Executio~ of basic infrastr~ct~re projects (water, sewG6e, 
electricity). 

c. Tcch'1ieal and financial assistance for the installation of 
public facilities and the construction of housing. 

d. Preparation of nev] urban siteS'to meet l10using needs and to 
perrr.it relocation of certain Pueblos Jovenes. 

2. Apprai sal of PROCO:>1_t:.0 Execute Loan proiect 

PROCOl'l vidS the im;)lementing agency for the $500,000 CRYRZA emergency 
shelter program financed under the $7.4 million grant. USAID and GOP 
officials \·Jcre completely satisfied with PROCOM's prompi: and efficient 
execution of this ?r0~ram. A total of 2,800 family units were con~ 
structed in sixteen co~nunities with the assistance of the townspeople 
under the supervisioCl of PROCOM technicians who W'.i!re responsible for 
the following functions: . 

;1. ~lotivation and organization of the involved comnunities. 

b. Obtaining the active and organized participation of the 
local residents. 

c. Formation of committees and sub-ccmnittees at the district 
and village level. 

d. Investigation of the affected families and evaluation of 
their situation. 

e. Execution of shelter construction by PROCOM technicians 
and local residents. 

f. Presentation of houses to affected families with signed 
contracts. 
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Similar housing programs were undertaken by other entIties but 
none with the same success enjoyed by this shelter program. Espe­
cially notable was the acceptance of the shelters bJ local residents 
in comparison with the underutilization of shelters eVident in other 
programs. This success of PROCOM can be explained by the institu­
tion's ability to develop'meaningful dialogue with local residents 
and to seck .Jctive participation of the communities in the planning 
and it:lple;nentation phases. The success of this project indicates 
that PRJ:O:,l has the technical aT'\d promotional ability to efffective­
ly implem2nt the coiTlrilunity reconstruction loan program. 

The Project Committee has examined PROCOM's staff and its capacity 
to \l.1dertake this loan project. The practices and operational proce':' 
dures of PROCO~I as applicable to this program were also reviewed. The 
past and present experience of PROCOM with the SID Loan 527-L-045 and 
the earthquake grant program was considered. 

The German Government is donating about $1.5 million of con­
struction equipment to PROCO~, to be used for road-building projects 
in the earthquake zone. This activity is complementary to the pro­
posed project. 

Ti1e conclus ions reached by the Commi ttee are that PROCOM is 
aclequ.J':ely organized and its operational procedures are sufficient!'y 
effective for implementation of this loan program. How~ver, addi­
tional staff and equipment v1ill be required for the additional work 
required by this program. 

The cost of hiring additional staff for PROCOM's field and home 
offices would be covered by a counterpart contribution equivalent to 
about $1,000,000; and th,:; s\.lpporting equipment to carry out the projects 
would be financed from the A.I.D. loan. 

3. PROCO~! Technical Assistance Requirements 

The USAID and GOP consider that PROCOM Rural, based on its 8 years 
experience in community devclopffio2nt work, presently has a satisfactory 
level of competence to assist co:nmunities to plan and carry out a wide 
variety of subprojects. Assistance will be required, however, in 
those aspects of this proposed loan progre~ which represent new or 
ex?:mded activi ties for PROCOM, and in overall project management; 
namely in: 

a. Establishing a~d implementing a systematic approach. for 
providing co~~nity organizations with the capability to 
receive and manage housing credit. 
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b. seler.ting sites, and social/physical planning for small 
town reconstruction and develop~ent. 

c. Forming and operating econo~ically viable production sub­
projects related to housing. 

d. Ovecall project management and monitoring. 

This technical assistance, which will consist of one full time 
advisor and a limited number of short term advisors over a two year 
period, will be funded through a complementary USAID Grant Project 
Agreem.:mt. f';iuch of the work to be done by the Advisor will focus on 
project mor.i toring in the field and liaison/communications between 
USAID and PROCOM; this being the case, and because of likely salary 
difference3 between this advisor and PRO~OM officials, A.I.D. will 
use Grant instead of Loan funds to finance this technical assistance. 

PROCOM will also have a limited amount of loan funds (up to 
$108,000) available for contracting additional technical assistance 
and training which may be required for subproject implementation. It 
is 3~ticipated that PROCOM wo~ld require specific subproject technical 
assistance and training in such areas as development, marketing, and 
produc t i on of 1 o\-1-COS t hO'J.:ling rna terial s, coopera t ivism, se If-help 
housing techniques, in-depth evaluations of specific subprojects, etc. 
A major portion of this tec~1~1ic~ I., assistance would be procured locally. 

It is contemplated that Peace Corps Volunteers may be utilized 
in this project on d selective basis particularly in the formation of 
pre-cooper a ti ves. lendin~ teC',~nical assistance to existing cooperatives, 
and by providinl3 technical a~c:;istance to communities in construction 
projects. ?eace Corps presently has in country training programs 
schedul~d this year [~r arriving volunteers in cooperativism and com­
munity infrastructure. USAID and Peace Corps are now discussing the 
intcl3ration of so~e of these volunteers in the proposed loan project. 
The USe and placement of volunteers, however, is subject to policy 
determinations to be made by the GOP, particularly the National Planning 
Institute. 
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SECTTO~ D - PROCO~l OPERATION: RURAL PROGRAM 

1. Sub-Pro;cct Catcr;ories and Estimated Alloca':ions 

Table A shows the categories of sub-projects ~hich would be fi­
nanced by the $ 2.5 million of AID funding channeled to the rural 
proe,ram, and l' ;timated amounts for each category. As shown, the 
projects are grouped into the four following categories: 

Housinr:; 
Community Infrastructure 
Small Industry 
Agriculture 

This breakdown reflects the relative priorities of PROCOM as.il 
sees the reconstruction task as weI: as the interests of the communi~ 
ties themselves with which 'PROCOM has worked on the reconstruction ef­
fort to da te. 

a. Hous inr; 

Estimates indicate that some 50,000 rural homes were destroyed 
by the earthquake. Since the major GOP financed reconstruction programs 
do not contemplate any assistance in the next two year period for rural 
home construction, this has been set as the principal sub-loan category 
by PROCO~l in its effort to help reconstruct the stricken communities. 

Community housing projects would be frorr. 100 to 500 units de­
pending on needs and willingness of inhabita~~s to group tQpether in, 
or utilize existinr" cooperatives or other legally-based organizations 
and assume responsibilities for the home financing. 

Assuming that approximately $ 1,450,000 of the $ 2,500,000 would 
be used for rural self-help housing having an average unit cost of $ 
1,000 equivalent, of which the loan would provide $ 450, approximately 
3,200 houses Hould be financed. 

In connection Hith the promotional (and educational) Hork neCes­
sary for these housing projects, the GOP Hould attempt to stimulate the 
r:;roHth of rural population centers. In many of the remote areas of the 
disaster zone campesinos live in Hidely dispersed "communities" in soli­
tary family units, Hith only infrequent contact with the community nucleus, 
The GOP has recognized that this situation obstructs efforts to elevate 
living standards through the provision of common educational, sanitary or 
organizational facilities. This program is intended to promote closer 
physical adhesion to community centers both through the promotional effort 
itself and the attraction of improved housing available on credit terms 
within the means of the campesino. 
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As is the case with all of the sub-projects contemplated 
the self-help construction method will be employed. In addition, 
materials such as Gravel, adobe, and wood needed for construction 
and found locally, will be called on as a community contribution. 

Prototype house designs and plans have already been prepareu 
by Pl{OCO~ engineering staff and put into manuals with detailed instruc~ 
tions on construction techniqueq. (See illustrative des~gn and 
schedule of materials in Annex VII). These manuals include graphic 
illustrations of the construction procedure in simplified form for~ 
use by the communittes. The house designs include two features of 
s~ecial interest. First, space (small corral) is included within the 
confines of the structure for use in raising small animals or setting 
up small cottage industries. This feature recognizes traditional 
habits of the campesino. 

A second design feature involves constructing the house to 
resist future earthqua!,e damage. The cost of the dwelling is in­
creased only slightly. The house designs and construction manuals 
appear well thought out and satisfactory for use on the project. 

b. Infrastructure Sub-Projects 

To support the housing projects as well as reconstruct com' 
munity facilities destroyed by the earthqua!,e, sub-loans would be 
made for the construction of such projects as small water systems, 
community centers, community septic tanks, small electrification 
works, and community markets. 

or 
The amount (now estirrated at about 10,000,000 soles / $230,900) 

allocated by Pl{OCOM from the AID loan would be sufficient to attend to 
only a few of the community needs, yet the demonstrative effect of the 
feH projects completed would be important and should stimulate the com­
munities to think in favorable terms of the PROCOM program and its pos; 
sibilities for other projects. Because of the public service nature 
of some of the sub-project in this category, PROCOM proposes to use 
about llO% of the allocated amount for project financing on a grant 
basis. Also about 20% would be provided in the' form of equipment 
needed for the construction. 

A community input in labor and materials, approximately equal 
to the amount of the allocation, would be needed to match the AID' 
loan financing. 

c. Small Industry Sub-Projects 

In order to expand the productive base of the communities 
participating in the program, roughly $ 84,000 of the AID loan wo"'" 
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be allocated to the construction of small local industries, principally 
those which provide materials needed for the housing projects. 

It is the objective of PROCOM to maximize economic impact on 
the pan1.cipatinE communities throuBh employment of community inhabit­
ants in the manufacture of many materials needed for construction. Small 
bllCk l(ilns, for example, will be financed by sub-loans to the community 
or to the cooperatives to produce the bricks needed either for the pro­
ject itself or for sale to neighboring communities. Protutype plans 
and construction manuals showing step by step procedures for buildin~ 
the l(ilns and other small industries have been prepared by the PROCOM 
engineerin~ division. (See Annex VII). Such projects would be gear,ed 
to long t~rm rather than temporary demand. 

d. Ar,ri.culturE Sub-Projects 

Since the earning capacity of these communities is based pri­
marily on agriculture some financing would be allocated, on a sub-loan, 
basis only, to these projects. No grants are considered necessary as 
these projects would be selected on the basi~ of their capacity to gener­
ate income for the communities and, thus, could be expected to service 
debt. Typical projects in this category would be small irriga~ion canals, 
sheep dips, etc: 

2. Site Selection 

In selecting the areas in the disaster zone which would benet it 
from the rural program PROCOM, together with the Ministry of Housing, 
is weighing two major considerations. 

One is the desirability of concentrating the program in the 16 com­
munities located in the Callej6n de Huaylas which were assisted by AID's 
emergency shelter program funded under the $7.4 million grant. The other 
consideration is the need for PROCOM to attend to more remote areas both 
within and outside the Callej6n de Huaylas which were also damaged by the 
earthquake but which have received little or no assistance under the relief 
programs. The former clearly appeals as the more logical and simple means 
of selecting potential sub-project sites since it would be a follow-up to 
an activity already supported by AID. The 16 communities are in need of 
p~manent hOl1ses to replace the emergency shelter modules and likely sub­
bo=rower groups are already organized. The existence of these groups 
would obviously facilitate the promotional work needed prior to sub­
lending. During the promotional phase for the emergency shelter program 
these groups, as well as the commuIlity as a whole, utilized community 
development techniques. ' 
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Not enouEh is known at this point about the various conununities 
concerninG their willingness and capacity to undertake .sub-pr9jects., 
The matter "ould be studied in depth by PROCo..\1 

:ollowing authorization of the loan. 

It h~s be~n Generally agreed, however, with both PROCOM and the 
Ninistry of lIo;Jsing that the most desirable approach would be to in­
clude those of the 16 original communi ties which are prepared for this 
proGram ~nd direct the remainder of the program funds toward more 
isolaLed communities oL,tside of the Callej<;>n de Huaylas.· The map on 
p;:q~e 24 shows the propos~d zones of action of the program and a rough 
tentacive apportionment of the funding which would go' to each. 

Since it appears that a goo~ number of the original 16 communities 
"ould be ready and interested in working with this new program roughly 
GO~~ of the funding would be provisionally allocated to Zone I on ttle 
m;:.p (Callcjon de !1uaylas.) Rough provisional allocations to the other 
three zones of action are also shown on the map. In the event that all 
16 cOffi'"!nmities should enter the program, the number of permanent houses 
to be firlCi.nced (dbout 3,200) would approximate the number of temporary 
emerGency modules to be replaced. 

The zones of action shown in the map on page 24 generally are wi thin 
the official earthquake zone. However, zones II and III extend beyond 
the official limits. The loan funds which would go into these areas 
would be insignificant and therefore it i~ not proposed to circumsriribe 
chese 2 zones. 

3. Project Promotion 

Whether a community is interested and prepared to meet the eligibili-
ty criteria of this program will depend largely on the extent and quali-
ty of promotional work done by PROCOM. This promotion phase usually is 
the :nitial contact thCi.t PRO COM has with prospective sub-borrowers. The 
task for PROCOM is one of determining whether sufficient interest exists 
on the part of the community or a group within the community, whether a 
viCi.ble sub-borrower organization exists or can be formed (e.g. cooperative), 
and \.Jhether the project would have some substantial benefits to the com­
munity as a whole. PROCOM's promoter teams would also be respom.i.ble to 
help the community determine relative priorities among potential sub-pro-
jects, e.g. whether industry should come ahead of housing. ' 

The leadership of the promotion team is ,usually in the hands ofa 
qualified PROCO~1 "promotor" who is expelienced in PROCOM methodology 
and criteria. He is usually assisted by a technician and sociologist. 
The report prepared by this team is cOnjidered by PROCOM prior to pro­
viding any technical assistance to the community for developing the project 
further. 
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The promotional phase may require a number of !!lonths to carry 
out durin~ which the community organizes itself and learns about 
PHOCON procedures. It is undoubtedly the most important and yet 
difficult aspect of the prcject development process. The extent 
to \.Jhich it is carried out thoroughly and profpssior.i:!.lly by the 
PHOCON staff will determine to a great deg:ee the suc~ess of the 
project and repayment of credits.' 

for this re;.lson PHOCOM is planning to "staff up" with new 
promotors and other specialists needed for this program. PROCOM 
will fund all the n~w staff out of the expected S/. 46,000,000 
counterpart contribution of the GOP. 

4. Sub-Lozln nevi ew Procedures 

The sub-Io;)n review process com •• lences with the initiation of 
pror:lOtional efforts in the communities. The prorllotional teams 
deployed by PHOCO~ in the field will decide whether a project is 
feasible from the t.lost r;eneral standpoint. The initial report 
prepared by this tea~ includes the team's findings on the atti­
tudes and interest of the community members, the community's history 
of self-help projects (PROCO:vI and/or community-initiated), and in 
the case of housinE the community's initial reaction to the concept 
of self-help housin~ financed through long-term credits. This in­
formation is discussed with the regional representative of PRO COM 
and;) project COMnittee composed of PROCOM field personnel with 
""'~l!rience in the development of cC!:'lPuni ty projects. PROCOM ap­
I'(S;) project T.1anager at this initial stage for each potential 
,~'1( Jcct who continually rcvie\-ls and directs the activities of the 
~Jrolilotion teaT.1S. 

The purpose of cuntirn~us review is to avoid the possibility 
of PROCO~l beinG forced to reject a loan request from a community 
after a prornotion~l calilpaign has been completed. In addition to 
conductinr; this initial review, PHOCOM simulAtaneously coordinates 
with other institutions involved in similar actions in the same 
re~ion. AErarian Reform officials must be consulted in order to ve-, 
rify whether there exist any plans for the application of the agrarian 
reform process to the ~mm~nity which might result in the relocation 
of the ~mmunity or the redistribution of its land. Agrarian Reform 
officials have already expres3ed interest in this new program and 
have offered their collaboration. PROCOM will also consult with the, 
~ational Office for the uevelopment of Cooperatives which will assist 
in the organization of the comm',mity cooperative, if that is to be 
the vehicle through which the '.oan is to be made. CRYRZA must also 
be contacted to insure that no plans exist for the relocation of the 
community due to geological or other conditions which endanger the 
cOlilmuni ty in the event of other earthquakes. 
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5. Administration of Sub-Lending Fund 

PI·:oeO:-l has carefully evaluated several institutions for the role 
of adlilinisrrator of the sub-lending operation. The three: principal 
instiLuLiollS considered were the Agricultural Development Bank, EMADI 
(dn aeency of the Ministry of Housing responsible for administering 
GOP housinG programs primarily in urban centers) and the FOROeO pro­
cram p~rLially financed under AID Loan N° 527-L-045. EROeOM has 
indicated Lo USAID that FOROeO would be the most logic~l choice ~ince 
the involve~ent of either of the other two institutions would involve 
the division of authority and responsibility between PROeOM and the 
fiduciary. FORoeo is an integral part of PROeOM's field operations 
and would insure that the entire sub-loan process would be conducted 
solely by PEOeOM, thereby effectively preventing division of authority 
and responsibility. The success of FORoeo operations has demonstrated 
to PIweO:-l tha t FOROeO possesses the necessary capacity to function as 
adQinistrator of the new sub-lending program. 

Th0 advantages of appointing FOROeO as administrator of the new 
funds are: 

1. PROeO~ personnel are familiar with FOROeU operations and pro­
cedures. 

2. The FOROeO system has been thoroughly tested and proven during 
its nearly five years of operation. 

3. FORO CD sub-loan procedure and documents are compatible with 
the present program. 

4. FOROeO pror:lOtional material is prepared and available for 
iwmediate distri. bution. 

5. FOROeO possesses manuals to illustrate sub-lending procedures 
to PROeOM personnel. 

6. FOROeO's sub-lcilcting r.egulations are authaized by a presidential 
decree which would require only minimal modifications to cover 
the new fur-ds. 

7. FOROeO is able to administer the funds more economically than 
the other institutions, resulting in lower charges to the sub­
borrowers. 

It is important to note that the FOROeO disbursement and collection 
procedures are organized so that PRO COM personnel do not handle money_ 
All disbursements are made in the form of purchase orders with the sup­
plier receiving payment from the local office of the National Bank. 
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Likewise, the sub-borrowers make all amortization payments directly 
to the ~ational Bank. The FORDeD system includes provisions for 
transmission of information reearalng sub-loans approved, disburse­
ments, projcct execution, and payment of sub-loan amortization. This 
information is then tabulated into periodic reports by the FOROeO 
staff located in PIWCOtv\'s national headquarters. 

F01WCO's role would be limited to strictly a fiduciary function 
as the re~ular PROCOM staff would be responsible for organization 
of sub-borro~cr croups, promotion of the credit program, preparation 
of projects, execution apd evaluation of approved projects. FOROeO 
would be: responsible for sub-loan disbursement and repayment collection 
plus the compilation of related information and reports. PROeOM is 
presently reviewing fOHOCO staffing and operations in order to make 
any chanEcs I-ihich may be necessary for fOROCO to handle the increased 
lo~d; it is quite probable that FOROCO would open a branch office in the 
disaster reEion to handle the new sub-lending program. 

6. Cri r'-'ria D(~tr>nfJininr> Loans fr.om Grants 

Present GOP policy reEardinc the recuperation of loans made by 
forcicn covernments requires that as much of the loan as possible ~e' 
disbursed by the imRlementing acency as sub-loans rather than grants. 
ThouCh ~he Government's policy prevails, there will be instances in 
this project whenPROCOMwill disburse funds on a grant basis. Present 
estirr:atcs arc that abou\: 19.5 Dillion soles ($445,COO) under the Project 
would be provided on a grant basis. 

An:or:[~ the vdrious sub-proj ect categories, i. e. r.ousing, infra­
structure, S:11dll industry, and agricultural development, no funds will 
bc provid0d as Era~ts in the latter two project categories. It is 
reasoned th.:-.t since the soall industry and agricultural development 
projects will be incose producing, their revenues can be utilized to 
fin;.ncc loan rcpaYI:lcnL. These two categories comprise about 20 percent 
of the total sub-project financing. 

Of tlie' rouch1y19.Sr.lillion soles to be provided on a grant basis 
t~o thirds or more would be utilized for housing sub-projects. About 
4,500 soles ($100) per house would be granted to assist the home 
builder in financing building ma terial for the ceme';'lt foundatlon which 
is decr~led essential for a low-cost anti-sysmic house. This grant con­
tribution is considered a necessary inducement ~o stimulate community 
participation and to ensure that housing construction will be anti-sysmic. 

For the infrastructure sub-projects, about~5million soles ($100,000) 
Hould be provided on a grant basis to complement an almost 

aT~ount to be disbursed as credits. This grant/loan mix is intended 
to stimulate interest in, and development of, necessary community 
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infrastructure projects. As presently conceived, PROCOM would 
employ its usual standard of having non-income producing projects, 
financed on a grant basis, while income producing projects would 
be finCinced by credits. for example, materials to a community 
desirous of constructing a well would be granted, but a market place 
developed as an income producing project, would be financed by a 
loan. 

PIWCO~1 is presently preparing formal regulations which will 
specify in more detail the general criteria described above with 
respecL to infrastructure projects. These regulations will be 
mutually a~reed upon by the USAID and PROCOM in the documentation to 
be submitted in satisfaction of the conditions precedent. 

7. Procurc1!!C'nt 

It is presently envisioned that two distinct purchase procedures 
will be required under this loan: one for the purchase of off-the­
shelf items dnd another for the acquisition of the equipment (trucks', 
bulluozcrs, etc.) The first system would concern the purchase of 
the mCiterials and goods necessary for the execution of the sub-lending 
program and include such items as cement, tin roofing, lumber, doors, 
etc. P1:0C0:1 is interested in combining purchases for individual sub­
loan borrOlvcrs .;henever feasible in order to effect more EConomical 
purchases. PROCO~ would place ~e large orders for the desired goods 
and materials and advise the sub-loan borrovers to present the purchase' 
orders to the suppliers and receive the goods. The sub-loan borrower 
(cooperative, etc,) would be respunsible for ilie subsequent warehousing, 
distribution, and utilization of the goods and materials and would be 
required to provide adequate staff and safeguards to insure the success­
ful execution of this phase of the program. It has been proposed that 
each month PROCOM would advise prospective suppliers of the purchase 
progran~ed for the up-coming months and then effect purchase for 
specific items from the suppliers who offer the most favorable prices 
and delivery times. 

It should also be noted that certain materials will be purchased 
locally from the small industries which will be established as part 
of this program. PROCOM plans to develop these small industries to 
serve other communities involved in this program and therefore intends 
to scatter the various types of material producing industries through­
out the various sub-project locations. 

The off-shore purchase of equipment will be subject to normal GOP 
and USAID prccurement regulations and would be purchased in Code 941 
countries. It is estimated that local procurement would amount ,:0 $2~6 
million. Direct imnorts are estimated at S_4 mil1inn_' 
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8. Disbursement and Accounting Procedures 

PRoeOM has indicated its intention of nominating FOROeO as fi­
nancial a~ent for this program. FOROeO would utilize the same basic, 
procedures o.nd systems developed for the ori~inal FOROeO sub-loan 
pro~ratrJ. Disbursements for sub-project expenses (construction 
materials) would be made with purchase orders authorized by the loan 
conlmittee of PEoeOM and given to the sub-borrowers who would endorse' 
thorn over to the supplier upon receipt of the materials. The suppliers 
would then present the endorsed purchase orders to the local office of 
the l\ational gank and rece.Lve payment either in cash or check. This 
system h~s worl~ed quite successfully for FORoeo during the past five 
years and possesses many of the safeguards that are necessary in a 
credit program of this nature. Presently PROeOM does not envision any 
need to mOdify this disbursement arrangement but further review will 
ascertain whether any alterations will be required. 

The basic purchase order system would be established so as to pro­
vide infoTlilation inputs to the accounting system at thp. time of issuance 
of the purcha5c order. The accounting records and reports would be 
tho responsibility of fORO CO and reports would be prepared monthly to 
show the movelilent of funds. (See Annex VIII for graphic illustration 
of the Sub-Loan Disbursement System). 

9. Monitoring and Evaluation of Sub-Projects 

a. rROeOM Monitoring System 

a) The system already established by PROeOM for project 
control and evaluation would be utilized for PRoeOM 
monitoring of the Loan Project. The PRO COM regional 
office receives monthly reports from the zonal offices 
responsible for direct project supervision. These re­
ports include information on construction progress and 
the promotional work effected. The Regional Office then 
prepares Quarterly Progress Reports to the Division of 
Evaluation in PRO COM/Lima. Data gathered by the Division 
would be utilized for the preparation of quarterly re­
ports to AID on Loan Project Progress. 

b) Field inspections by the key PROeOM/Lima backstopping 
offices (Divisions of Promocion Social, Engineering, 
and Evaluation) would also be made periodically for 
project supervision and monitoring. 

c) The PROeml Evaluation Division would have access to a 
limited amount of loan funds to contract from local 
Peruvian sources specialized personnel for more in-depth 
evaluations of sub-projects or groups, of sub-projects,. 
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particularly regarding the community development 
impact of these projects at the community level. 

b. USAID Monitorinr, and Evaluation 

a) The U.S. Technical Advisor described in Section C-3 
would make frequent visits to sub-project sites, and 
keep the USAID informed of implementation progress 
and problems. The advisor would spend about 80i. of 
his tlmp i~ tield consultation,and monitoring. The 
USAID Community Development Division would receive 
monthly reports from this advisor, quarterly reports 
from PROCm"l, mal{e periodic field visi ts to the PROCOM 
field opcral:ions, and eonsultas necessary wit"h PRO COM/ 
Lima staff concernirig progress of the project. 

b) The ~ran.t funded PROjAG would also provide for two 
short term (3-4 weeks eaeh) visits, of an e:.perienced 
community development evaluation expert to hellJ with 
two annual joint evaluatio:1s of the Project. These 
evaluations performed at O1,e year intervals after the 
loan signin~ would focus on PROCOM organizational ef­
fectiveness and the extent to which project objectives 
were being achieved at the community level. The 
evaluator would worl{ closely with the Evaluation Division 
of PHOCOM which would be performing the sub-project ' 
evaluation functions previously described. 
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~F.r:'I'Tm) ;,; - F'R()C()t,~ OPERATION: URBAN PROGRAM 

,nL::lll,;~il Fl-llJCOi>1' s nc:ed far additional resources for the rural 
prOf~ru.:I: ;;;.r:::; :.;"':, ',: LalJ y exceeds the $3, 000, 000 proposed for this loan 
1..11,; .. :.(; U::',AID u.:~d GOP rc:coCnize that the important work of PROCOM's 
~;rhJ.r c1e:p;;.rt::I(:;;t uS u.D executing ann of the GOP working on the problems 
of p;.(;hlo;,; ,joV(;:,e5 merits financial support. 

FrO!:l d::'scl.;:;s::'O[Js \·rith PROCOM and the Ministry of Housing it 
::..r'l)L:l.:.rs ti.<.n t:;(;re is pressing necd at this time for about $ .5 million 
~.,) s '~l)pOr'L p.~ lot projects ir; the pueblos jovenes through the urban 
d(;p~ rLl:le:it 0':" i'HOCOM and t.hrough other GOP agencies concerned with 
pLe~'Jlos .:jOVC!K:S. Such pilot projects would be carried out pursuant 
~o ti,c: 1~ollm1i !':g pr.:::liminary plan, generally paralleling, subject 
to t:.t: (:zceptio:.s irJdicated, the implementation procedures previously 
c1(;scr~be:d ~O~ the rurul program. 

'I'Le IH'o,jects Ho"ld provide the needed community infrastructure 
(j .e., 1..r::..tcr, ::;e:\-Ic:.e:;e, and electri.city) to pueblos jovenes and 
ir,u;~:!'::,,'L(; t::is H:" th the construction of lmT cost self help housing 
u::.;:ir.G 8,:-,t.i-sesrr.ic desi[~ns and CO:Jstruction techniques ,.,hich hav~ 
GCL:-, aevelOl)ed ir; Peru ty both PROCOM and other international 
8.;:':u.c:ie:c; (;;'5 l.:. re:sl.'<14c, of tfle earthq'c.ake reconstruction effort. The 
pro,jt~ct \';\..1;.;1c1 C,(; "lJilot" in that the construction of self-help 
::-:1':r6.8tnACl,'c;re and 1mr cost anti-sesmic housing would be combined 
L:~;o or;~ l)1'O,;(;cl.;, a:-:o. t!-,at this vould be effected in the pueblos 
.]O'.'e:-. r::.; ci' the: '2art:'1qua}l:E; zone for the first time or. a significant 
IIvi:::.~;-,le" .;C;:",l.e. ;':ost if not all of the construction materials will 
:JC pro'! ~ ced to COrr;)'l'",:J: ty residents ti'lrough long tenn credits administp7'Pil 
',<IT I:;·:J'"DI' 01' tiJ:: ;'::i nistry of Housing or FOROCO as an intermediate 
cr,:.;cEl, i:-.:::1:,1 'cut.io:J. ThE: A.r.D. loan proceeds would be used to fund 
~:!-_c.:3C' cred':" t:3 in a r~.a,.r,er s:'r.,ils..r to that described for the rural 
proU'c;'!;l. Pi\CCG;v; '.-louIe. provide the tecr-,nical plans and supervision 
l'or cO;lstrUCl,~.or, as VE:ll as the required sldlled labor 

I".:. is ~rc:::;e(lt1y contE:mplated that loan funds and counterpart 
rE::sources v10;.;lo. De u:::ed to develop 2 or 3 low cost self help 
intE::(jratr::Cl in:::'r8.st ruct.l.,re and housing projects in selected pueblo 
,jO'/CD(;S o:f the cOE:.stal cities of Chimbote and Trujillo. 

* EMALI (E~nresa Publica de Administracion de Immueblas).~ 
a public entity within the Ministry of Housing with' 
responsibility for the maintenance of ministry propertieL 
and for the IT.inistry's lending and collection activities 
for publicly financed hou~ing. 

http:3,O000.00
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a. ~r:lf-llClp labor input 

-::l:] f-:iL:lp labor .... rould be used for the construction phase of 
<. Fij"t l1:'O,>.:ct e.s is c:~~;torn8.ry, but could eo .... rell beyond the usual 
}wU.CI:::CL ry ;,~.vi!,'~ hOJr,e mmers pro(iuce their own materjals t.hrollrrh a 
1",)cC::3:; l'b.llC:d "I;.'"i,O-Ir:u.flu1'c.cture ll

, This technique has heen used"" very 
:::;~;CCt;:;:;~'"lJy i:, eLi 1(; hnd u. Chilean consulting firm called QUASAR,. 
',flo 0::; (; prj; ,c:i }x.l~; '.-T:.:rc: :cespoYisi ble for devising the technique, is 
djSCllSSj:~g v~ j-;: ti,,:: ;.';:j nistry of Housing its applicability for Peru. 

b. :~;:aall TndHstriE:3 in Pueblos Jovenes 

• 
Amor't~ the factors to be taken into account in developing 

;3uh-l)ro.jc:cts Hill be the availability of employment for the inhabitants. 
To E.e extent -t,!-.b.t outside opportunities are not available small 
businc:sse::s and ~ ndt;,stries could be created to complement the housing 
ar.d urbar.i za ti on effort. 

c. Coordi~u~ion vith other Ministries 

T:-ti:..: pro,ject 'dill be closely coordinated with the National 
Office:: for the:: DevdOlxnent of Pueblos Jovenes (ONDEPJOV) with whom 
?T\Ocm: is Imosently ':orkin2: in other cities of Peru. ONDEPJOV will. 
c::.s~;ist I~ROCO;·: FJ.r~ic1.:1e.-rly in the selection of Pueblos Jovenes for • 
pro~\:!ct ili.:ple:~,E:r:tatim·j as '''[ell as the promotional efforts required tc 
orCanize the corr"":r~;.ities for participation in the project. 

d. ExtE:~cion of Credit 

P;;;OCO:>'i ;-:",,3 indicEa.tcd Ea. preference to utilize EMAD! of the 
;V::i nj,stry of Eou~i[;G as the credit insti t'L<tion to administer this 
}Jro~(:ct, i.;jr.ce it is IlTcsently being utilized by the Ministry in 
tl.is C:J.luc:Lt.y Hi th its other housing programs in the urban areas. 
:Sf'iP.DI -..rO'.~ld C;.:~sis t mOCOllo :Ln the revie .... ' of 10Ea.n applications of PJ 
rE:S i d8(;t:~, y,;c:.l-;e -;;]-.e loan contract with the borrower, and assume 
I'<::spo;-.:3iL,~i ty for loan collection. Loar.s would have a maximum 
repCl.~1'lE::-.t ljl:ciod oi' 20 yeEa.rs with a small interest charge primarily 
to cover ~dmi~ictrative expenses. 

'1':-.<:: 108", ac;reement conditions precedent will provide that 
no fur.ds vill 'be made a.vailable for the urban projects until a 
detailed irr,pler"entation plan, acceptable to the USAID, is in hand. 
To the (;xtent tl1at the estimated $0.5 million is not required for the, 
urban proGram the balance would be utilized in the rural prog~. 
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SECTION F - FI~ANCIAL ANALYSIS 

1. Project Financial Plan 

The overall financing for the project is set forth below in 
terms of foreign exchange and local currency needs. 

Most of the loan would be used for local currency costs and 
a remainder of probably not more than $400,000 would be used for 
foreign exchange costs. These costs would be in the form of 
imported equipment (estimated to be about half of the total 
equipment procured by PROCOM with loan funds) and $50,000 for 
technical assistance to PROCOM from outside Peru during the 
implementation of the project. 

FINANCIAL PLAN (in US$ equivalent) 

Soles Total 

AID 400,000 2,600,000 3,000,000 

PROCOM 1,000,000 1,000,000 

CO~Jlvi UN I TY 2,100,000 2,100,000 

TOTAL 400,000 5,700,000 6,100,000 

2. Subloan Terms and Criteria 

a. Sub loan Terms 

The terms proposed by PROCOM for subloans under the rural 
program reflect PROCQ~'s recognition of the basically social 
orientation of the credit program. In setting the terms PROCOM 
gave primary importance to the fact that the individuals contract­
ing the credits have little income and limited earning capability 
and can support only a minimal monthly amortization payment. At 
the same time, it should be remembered that PROCOM, through this 
loan program, hopes to organize, educate and provide small industrial 
facilities to these marginal communities so that their inhabitants 
are increasingly better equipped to take advantage of profit making 
opportunities. 

A maximum amortjzation period of 20 years will be available 
for all categories of subprojects, yet PROCOM intends to study the 
feasibility of setting considerably shorter qmortization periods 
in the case of the revenue producing subprOjects such as are included 
in the small industry and agriculture categories. An analysis of 
this question will be made as part of the information gathered to 
meet conditions precedent. 
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In the case of housing subprojects, subloans will all 
probably require 20 year repayment periods. PROCOM's staff 
investigated the debt servicing and repayment capacity of 
caIT.pcsinos in sample rural communities. An annual payment 
burden, including principal repayment, interest and service charge, 
of 1200 soles (about $30) was thought to be about the maximum 
pern,issible for these individuals. This amount is adequate to 
repay a 20 year loan and was arrived at in the following way. The 
d~ellings to be constructed are designed to cost about 45,000 soles" 
or roughly $1000. Of this value 15,000 soles will be the average ' 
amount of credit extended by PROCOM to the campesino using AID loan 
funds foljthe purchase of construction materLlls. Roughly 22,000 
soles is the estimated value of the self-help labor provided by the, 
campesino in building the dwelling. An average amount of 4500 soles 
will be donated by PROCOM from the AID loan (See Section D 1. f. for 
discussion). The cost of the technical supervIsIon estimated at 
3000 soles per unit will be absorbed by PROCOM from counterpart funds. 

The 15,000 sole credit will 0e paid through the community 
organization over the 20 years in 20 equal installments, or 5% 
(750 soles) of the loan principal each year. In addition, a small 
service charge for administering the subloans will be made by the 
co:T.tTlunity organization receiving the loan. This ch~:rge which will be 
determined by PROeOM ~ the conditions precedent, when added to the 
750 soles amortizatiol. payment, will not exceed the approximate 1200 
soles monthly repayment thought to be the maximum permissible for 
individual sub-borrowers. 

Because this program has an important social development 
function and is aimed at more marginal rural communities, PROCOM 
docs not intend to charge any interest on the subloans. A minimal 
service charge will be made by the sub-borrower entity (coop, asso­
ciation, etc.) to cover expenses incurred by that organization in 
collecting from its members. 

Infrastructure sub loans relating to the housing, and those 
for community infrastructure (e.g., markets and access roads) will 
probably bear the same 20 year amortization term. As stated above 1 

small industry and agriculture projects which are intended to generate 
revenue will have shorter amortization periods. 

All sub loans will carry a suitable grace period. The terms 
recommended by PROem-! are based on the preliminary analyses and 
studies already made. More detailed investigations of the appro­
priateness of these terms will be required as a condition precedent 
in the loan agreement. 



- 35 -

The additional studies done following loan authorization 
should also indicate the extent to which communities or sub-bor­
rower organizations participating in the program could and would 
contract the credits on shorter repayment periods. 

b. Sub-borrower Contributions 

At the community level, sub-borrowers will be expected tc 
provide their own unskilled labor during the construction phase 
and any nuterials (c.g., clay, gravel, wood) available in the 
locale. No requirement will be made for communities to provide 
any monetary contribution. 

In the case of housing projects, individuals will contribute 
about 50% of the cost of the 45,000 sole house, or about 22,500 sales 
($500) in labor and materials. 

For infrastruct~re projects a gross value of self-help labor 
and materials of about 11,000,000 soles ($250,000) has been projected 
by PROCOH, which would match the 10,500,000 soles amount of the AID 
loan expected to be invested in this category of subproject. 

Projects for small industry will have a ller proportion of 
unskilled labor input, the value of which is esL .:ed at about 
5,400,000 soles ($125,000). PROCOM projects the use 'of about 
19,000,000 soles ($435,000) in A1D loan funds for this category. 

A high content of unskilled labor and local materials is 
involved in the agriculture subprojects, Accordingly, for the 
4,900,000 soles from the AID loan tentatively allocated for inveb~­
ment in this category, 5,tIClO,000 soles is the estimated gross value 
of self-help input requited of the corrununities, 

Naturally these values are simply estimates and the contribU­
tions of individuals, cooperatives, or corrununities will vary with 
specific projects,' Nevertheless, the emphasis is quite clearly on 
the self-help nature of the subprojects so sub-borro~er contributions 
should be high, (See Table A for additional details related to 
funding sources and purpcses,) 

c, Subloan Repayment Prospects 

Prospeccs for repayment of subloans are considered reasonably 
good yet both U:e USAID and PP.OCOM recognize that the kind of rural 
community crcdi t pcugri:HT. t:nvisaged is one of the most challenging 
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i.:VIJl.::J, 11' thc pl'omot:i.oYal!! and prC););l.:!'atory "lor~ j .. s · done properly 
h,Y PHOCO:·1 ut the.: CQlrunu!li\.y level, rc:puym~Tlt Pl'oopc:cts r::hould be 
I~oncl. '.1'i ;l.: e ~jp0(;j aJ ly lenient ~;llbloo.n termo p:ropo~~ed by PROCot.f 
\ ·{(J .I'C: f)C:.!ll::c t co t.o mu.ke the repaymen t . of' 5ublot.'l.TlS U realist:i.c 
C% l'C (: Luti 0; 1. 

B~! th: 'j r mm cul":.Itn'al code, the Gterra campcsi.no or "serrano" 
:f',~J :L':i:IJ:; u1'] ·i(~::~t :i. Oi);; ; Clf.: a r(.:"ulJ~, he: has earn(;d a rClTUtation as 
a. ~() ()d <; J ' (' rHt ri~;l\ ::;0 IHOC0t4 does not £.mt:i.cipate seriouo :rcpayment 

, )1i'nh l(~w:;, 

As "<1:;0 1'J,'OI·re r of' the AID lm:m the Government of :Peru "Till· :::),sourne ' 
ful l :!'t!P::, Yll l~mt obI:i.gation to AID and 'l-r.ill muJ{e all interest payments, 

llo\-reverj' " the GOP has rc:cr~nt1y adopted a policy of looking to 
the :Ll1 div.i.du~l GOP (~nt:i,ty for ,assistance in repayment of externa.l 
er ::c1:l ts lTll (,: )'l such are ol,taineU' for p:roject's. 

tJ'd, D case PROCOM intends to pursue this policy to the 
(~):t(:n ~ po:" ;, ',i,hle but l,'c(!ogn:i 7.es that no ,trj ct tY.irl[.'; of' subloan 
)' <P~":\' .l ~ nt :'; to AID J.()~1") l.'e},;ayments ca.n be ent.ablished, In any caGe, 
)"F:OCOI H.i 11 not he :In a 1)0,,;i tj,on to o.ssume the.: full 'burden of 
}'l;P::l.:~'l CJ:t to AID beCl:l.nD(:!" of (1) cxc}tange devalu~tions a.nd 
(i)) t): ;::'e,ct th<lt son:e AID 10~t:-: f'UJ1t!:-i ~ ... i.l1 1 e dj.sburserl , Cis grarlts 
[.l.i! ll no' T'cc:o"{t': :t'cd. Aecording to TC'.b1~, A on age 20, ' FOROCO "1ill " 
udlri j, n:int(~!' t!'!~ efltimo.tcd 8/71r,OOO,000 ' (apl)rox:ima.tel~r U,S '. ~>1,680,Ooo):. 
to 'he Tni,l,tk D,v[~ilabJ.e as credits \U1c1er the :ntrr.:!l program. Of the 
V,S, 500,000 o,llocated to the urba.n proe;ram, i ,\) estitp;'J.ted that up 
t o ~;!.500, 000 would a1so be made available, a.s creai t for sub-project • :i.lr pleJnen La t j, on. PROCOM iwuld tnercfore have up to approximately 
~;2 .1'-( l id ll:i. on avaUable for repayment of the USAID 10a1'1 " . 

. " 
~.'ilc:: AID loco, oneE: disbursE:d for relief j n the disaster area, 

i·rill have Gervr.::cl its IH'iocipal objective and the desirability of 
subsequent relendinr; of the AID funds fer PROCO~1 a.ctivities should 
r)e l1ciGlied D,nel elecided upon by' the GOP in light of 'its debt 
f;ervicin{!. u:':d ba.lal'~ec:: of r:ayments obligations. The loa.n agreement 
\lOuld pel":ni t repayments of subloans to be used for either· 
(1) re1und ioG by l'ROCOI~ for simila.r a.ctivities or (2) paying interest, 
or princil):..l of the /,Il) loan, .. 
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SECTION G - SOCIO-ECONOr-1IC JUSTIFICATION 

1. P}UCt; or' Project in the Country Program 

l;;.C:cr lJrc::sent U.S. policy all new major capital assistance activities 
0:' ,~.I.D. i,. Peru i'rill be directed at relief' and reconstruction of' the zone 
ci:l:r:<.lceci by -::.hc 1<:lY, 19 r(0 earthquake. 

r,'h: r:c'"d for the U.S. to :lssist the GOP in the aftennath of that 
di~u~tcr .ru~ compelling. A.I.D. responded to that need with a $10,000,000 
L':ru.nt i'or immediate relief of the victims in the form of temporary 
s:-:...:ltc:~ corl::;truction prograrns, road opening and debris clearance, etc ~ 
Tl:(: C:~8.m~ :'nnas have been entirely com:nitted but there is continuing need 
:;:'or u::.:si::;t8.r;ce in reconstruction of the infrastructure of cities and rural 
CO:::lI,llCi.t:ie:S of trle zone. 

POl' the cities, uhere the largest nu.mbers of people have been 
uff'e:c-c(:d 'bY the <::a.rthqual<;e, the GOP has already allocated substantial 
l'(:::.;ot:~ces, including h:llf of the $35 million IDB earthquake reconstruction 
lO<';'fl c..i-~C:: all of tte ~~28.5 million AID guaranteed housing reconst:..--uction 
10'=l.Ls. T:-iC:: rer:!2.inder r)f the IDB loan is destL1ed for major projects in 
(;cl\<cc..tiQ[~ at the w;i-,reJ:sity level, transportation, communications, and 
(.;.[;ricc,l-t;urc..l iLfrustruct .;,re projects. Also, the IBRD has made a 
;::'30 l:,illioL lo::...n for highl,ray reconstruction in the affected zone. The 
Ul:itcu Stut,::.:s is extendinC a ;~10 million PL-480 agricultural commodity 
creu.: t 'LL;dc:~ i'Thich about $9 :nillion of counterpart viII become available 
::.'u:c e:art:"'.q,'Jake projects principally agricultural credit and loans to, 
s1:".::;.11 tt:sit,c:sses. As counterpart for the IDB, IBRD and AID guaranteed 
1o::...!".::; aLj for other ree:ional infrastructure and urban programs, the 
C?YRZl'. hc.s l}rOcr':':"'';'.;-;led most of the S/3,467,000,000($79.7 million) of' 
r;G~) re::v(;nues GUc1Cc::tcd for the earthquake reconstruction program during 
1971-72. 

',:;"::.::c(: re:coY-.::;ty ... ~ction assistance has been prirr..c.rily focused on 
the u:::;c,c.:. disc.::;t.:::~' areas of Greatest population concentration, the GOP 
is L..l:3c :;.'~~--::,ly cc;,';:;"::' ttE;d to improvinG the social and economic condition 
0:' ti-l''': l'L.ro..l ir.r.::."::li(;o..~jt::;. In support of this objective, the· proposed 
.;:3 !:.il2.:' 0:'1 10C;.~. '.1::' t:-l !;.atcninc: GOP counterpart "Tould help the GOP extend 
i"t~ l'(:co;-l::1,;r~ctiG" 1?rocr8.!H dircr>tly into the rural cOrr1'1luni ties. In so 
dui!;...: it ':[o'dd ;:;'C:P1JJ.bilent the $7.4 million AID grant described on pages 
6 c;'!,G. '( -:,:--:.icr. ir.clude:s oye:r $2 million for tE;mporary shelter and hand 
-:';001::: :I'or tile; ru:::-'~,-_ areas. It 'dill also serve social impact prioritit:~s 
01' the: GOP 'r.,y 8..s::Jistinc the rural poor to organize for community action 
to r;,(;(;t "t:,eir (;'dTl r:ee:as 1,ri th their mm resources. The proposed p:r0gram 
:for t:·~c::::;(; ;:'urc.l comrlunities is designed primarily as a social impact 
pr0t;ra:r,. As this will, be the, first A.I .D. 108.."1 to Peru since the lS68 
Ikvolu-;~ior; 8!r.ph3.sizing social reforms, it is important and appropriate 
that 8.. Gocic.l irq..act program 'be the object of the loan. 

http:rogrz.-.ed
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Ac. ::'or the urban part of the loan program the problem or growing 
urba.n slu1r.~ Cl.r.d the o.C;C;ravo.tion caused -by dislocations of people a.rter 
1:i;0 di::.::...:.:ter i::.: being given top priority by the GOP. Again, the social 
il:.plicuti on:; of resolving some or the housirig inadequacies in these slums 
tLl'01;r'::1 ir:.ur,i:-.t;.tiv(;: projects b.re substantial. A.I.D. support ror 
de:vl:2.opj t.;"; 1;j1ot l)roc;ru.rns in 'Jrban disaster areas would, as in the 
cu,Gc 0':" the 1"'\1::,[;.1 l)rocram, cupport a principal A.I .D. goal of assisting 
tr;c COP Vjtll it::; ::;oc::'8.1 reforms. 

'::;,,-" lu~ . ",-"11 L;.l:.;o strengthen the GOP agency, PROCOM, charged with 
il:ll)Ol't:..;.r.t rc:sl)Onsibili ties in the area of conununi ty development. The 
C;()~) l'~'OC~''::;'::!s and social coals in this area are ambitious. A principal 
:: 1:t8r,_S't; (Jl' ) •• r.r. ir. its country program is to seek Wb,Ys in which 
GOP L.s"Gi ",:;,;tiOi".s c:...n "uc: strengthE:ned to meet this challenge. 

2 • 0 t.;1 t.: yo ~'~ 0 U yo c e S 0 fA. I • D. Fin an c i n g 

As indicated below, the USAID has considered other 
possible sources of A.I.D. financing to accomplish the 
purposes of this, community reconstruction program but 
none is seen to be feasible considering the need to move 
rapidly. 

:t is planned to provide about $5,000,000 worth of 
PL 480 Title I commodities to PERU before the end of FY 1972, 
~he local currency proceeds of which will be used to help 
rehabilitate the disaster area. Consideration was given to 
utilizing some of these proceeds for this project in, lieu of 
a dollar loan but general agreement has already Deen reached, 
wi~h CRY2ZA to use these funds on more sizeable projects 
for sm~ll b~siness and agricultural credit and for infrastructure 
relhtcc ~c perma~ent housing. 

~~c ~.~.D. housing Guaranty program contemplated for 
FY 1971 a~ounts to some $28,000,000 whic~ will be used to 
finance housing a~d related infrastructure projects in the 
cajor urban centers of the disaster zone. The relatively high 
factor of s'Jbsidy in this socially oriented program for 
scalI rural communities requires that the external financing 
be provided on the most concessional terms. This consideration 
precludes the use of relatively high cost housing guaranty 
fir.ar,cing. 

Funds from the $7,400,000 A.r.D. grant are entirely committed 
to specific purposes. 
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SECTION !I - CO:mITIONS AND COVENANTS 

The loan agreement for the proposed loan would include, in addition 
to standard provisions, the following special conditions precedent and 
c ovcn,:H1 t s. 

i. Conditions Precedent 

D.. Prior to disbursement of any loan funds for the Project, 
Borrower to submit satisfactory evidence (1) that sufficient budgetary 
funis will be furnished PROCOM in addition to the loan proceeds to 
provide for D.dditional personnel and operating costs estimated at $1 
million for eX0cution of the Project, (2) that Borrower will review 
salary schedul~s of PROCO~, and make such adjustments as necessary to 
make them reD.sonably competitive with those of other Borrower agencies 
for cou:parable work. 

b. Prior to dishu:sement of any loan funds for the rural portio!1 
ot the project, Borrower. to submit a satisfactory detailed time phased 
implementation plan therefor. 

c. Prior to disbursement of any loan funds for an urban portion 
of the Project, Borrower to submit a satisfactory detailed time phased 
implementation plan therefor. 
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SEeTIO:: T - TM.JLr:::-IENTATION PlAN 

Since the A.I.D. assistance proposed herein is designed to help 
reconstruct cOilTIlu."lities dCimaged by the earthquake, it is most important 
th.:::t the 111"061".1 .. ) begin as ::;oon as possible. In view of this, some 
aspects or the program by n'2cessi ty have been described in more general 
tc~s in this paper and left to be defined in detail following loan 
authorization. Furthermore, the'us2 of USAID grant funding for tech­
nical assistance to support the loan program is specifically desigQed 
to meet the need for,funding while n2gotiation of the loan agreement 
is underway. 

The bar chart on the following page identifies the events which 
are to occur in connection with imple;nenting the program and the time 
sequence of each. 

The USAID hopes to have the loan authorized in May and the loan 
agreemQnt under negotiation by the end of June. The USAID will press 
to have conditions precedent met by mid-August which will permit the 
program to be initiated prior to the end of 1971. 

The PRO.\G-f inanced team ~vi 11 be recru.i ted by the time the loan is· 
authorized 2.:1d \vi th the immediate availabi li ty of grant funds the 
team C2.n begin \'JOrk in June, or, at least, July. This same team will 
help PROCO:--! r.x;et the conditions precedent which call for detailed 
implementation and operational plans for the program. 
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PJ.·O·.riti.~:d i'l.~O;u : Alllo.n-;e fer r-:~'O!7~DS funds 
l':'~RU : C~r.:t.unity l>~v\.:lo;p=lent o.nd. Hcco:wtruction 

rm·:; ·v.(; I'f\; to the C.u'i:;hci'it:;r v('~s1;c:d in the) fY.l)Ji.l.ty U.3. Coording.tor, 
I\lli.r:n(',~ ;'~0' .. ' P:C(:':.;.£·c::s, by' the X:·':.rd ,~n Arwi~·~('.ncc Act 01' ~;,v.jl) a.s 
,~·: .• ~:1,1'·:'l, ~, no tll~ (:...:1':, ,_:".i; )'o:1:: l):£' a.llthm:ity i~~ucd thcrcundcl', I 
hf)j·c1:·Y i. '.~ J.i; : · ') .("'i.!?:(~ the; C'! !:; tllbli[;~');~'f::l'l:(;' (;f a lm;.n ("LCJ::m"), j,lU.l·culmt to 
~',:\. ~.~, I~ C:·: . .',,1t;.:;r 2. ',;:lt10 VI, M.lir\nce ';f'c;r P!'( .. .'~re::>B, to tlw GOV(lrnmunt 
t)i" .f\;l.'U ('· :·.'.:~ ~·J.'c .. :t:J.·" ) 0;': noJ~ t,o c::t":'-,<.:<1 throe Illlllio01 U.1it,~a ~Jt~tC:3 
':.)lJ.::":[J (;: '::I ;'()::.J» )()~,O) t(.) t~. r.;~ ict ip l':ln..:..ncinr.; th'3 Unitcd Gt,;ntcs dollar 
r.\ !).:l .. ('; ....... 1. C \l~.' :,·cncy (;(l~ tc cu· C0!)'.~:~:n.U;y {icv~lo['l.nent Q.n~l l'c::corultr'J.ctloq 
r.~(.·t/ \"1.. tj, (;f~ 0'[" ~.11t:l ;:. c.l.:"j."0~'!t!l· i rl tJ"l(;; ~"~:(J, o.1't·c..c:tcd b~r t}l~~ e(-.,:rth(]\J.al{.~ D 

(Ii' ]"-.~:'l 31 ) 1:/(0 ("I'.:.'o.1 c<: t/'). 'l.'he Lc:ltl shall be ~ubjoc.t. to . the 
f oll:-.. :.lins tCl'r.:.,z E\.t::d c:'Jn(Jitio1J ;~ : 

!!~"·r'c:o.l;!r f:~!...'\ll l':;P:'\~! th:: X;OE!t1 to A. I. D~ in trnj.tcd Sto.tCfl 
doll~l ':"; "ri t.uiri :f<:"d;y (J.O) y~~0.r::; frcm tho de.t.e of' the: i'il"'r~ 
di...:.:1:,t.t::'·:J(~:;;·:mt \ lll'.i::.::C th:! !,(.:.n, includi:l(£ tl. o'ace 'period not to 
C;:C:'; :~ ~~ t,;:n (10) ~i(,,~o. l'~~. :':i:l):l."C'::~:!l· cbn.ll p~y to A. I. D. in 
UnitGCl :.)'I:.::-.t(;5 (ioll,:;;:,::: ('In th-::: c.ir;buX'scd ba.lc.nce of the Loan 
lntel·ef.r~ at t.he: r.:ttc of ·:;·.,!O r;{;:l.'c(!rit (2:;~) per an!l:)!.:" during 
tll;) O':'.cc p~rloa nn.ti threo 'P~rcen' (3';(~) p~r o.UtlU!1l tll.crea.i'tE;r • 

(n,) E:':CC;lt for r:J~rln{~ im:uranc,~ end ocea.n ~hipL>1ng, 
C;CIC(lf~ ;':\nil s,,;rvicQu fln~n(:cd 'under tll:~ 10M slinll h.~we their 
::;~Al.'t·CO (In.d o~':l.gln in F':'l"l,.'l (l.ad countl"ies includc;:d in A.I.D. 
G:,2!();:;ci!.phi.c COU(,; 9)11. l·:~:dn·:'J i'n~urunce i'in:mccd under the 
L·x).u :::hall h:w~ it3 oourcc and origin ill Pcnt or Rny 
COUilt.l·Y inclt~Jcd ln A.I.». Gcocrn.:phl.c Code 9l11, provldod, 
hOl'!(:V'::l', ',h,..'1.t r.uch innm'rmc!(:J rrAy be :('in.l'1.nced under tho Loan 
only if it i~ obtuincd on a compotitivtl basis SJ\d any claims 
th.:ll'eunder D.ra pD-Yllble in convcrtlbl~ currencioB. Occ4n 
t::h~pplpC :fir,/;mccd under tho Loo.n Ghllll be procUl."ea in tl.riy 
country incluued in A.I.D. Geographic Code 941. 

. \ 
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(b) UJ1itQ~t ' t:lt'~: ucllf1.!"o uti112.ed t\lld'~r th" l .. call 
to : ': t.:: 1.:..:0 loc~ l. ~'.;..t· i.- ::;~').';~· cr.)~ tB 1I11...1l.11 b3 11.'J.de a.vv.ll~ble 
:Du~:;\ t. ~~:r~ . t::.J rtj.-'Cc c \ll':~;: ~~tLsi~ct-or:r to J~.!.D. 

((. ) F·:,,'1.v1' t·:; .'1.r.y dis bU.rc(;t:l.'''nt of' 10lM1 i''.lndo Ct!" th:J 
),f~~;t'·;:·. (; I ; 0i.' ... . ,J.(~1,1;(·, :r,' Qf Cl~f.:i:;,~tr~ut unu\'.1r t.ho. I/'.A .... n n~·l·jJG-wel.' 
~,i.".;1. i r~ i,: .. :j~·: i \; Gyj,L.0'1.~~ 1.1:1 :i'crLJ o.ad cv.bs"t",uce .stlt1sftlct'~17 to 
A. r. D. t,l:"1t: 

(i) l;u.i'ficirJ~'lt bufj,:~:,.:;tf;.l.·y'f'i'unds \,iiU be l'.lx'niche4 
t il '::: i!: ;)1i'.!I ~1f~~ ~'t i.i1 ,~ f~: !. \1r\cy Cl' l.:.'orCMt~l' in Clldltion to the 
Ii:. :.: i. P:'I') C{!.::: ti~ tt) p:.·oyid,) ;i'Ol'" O,i,l::H. ti ,::t!l.l '[lor:~o:'U"1~ ~l'ld 

(, :'.,:;!'::ti 1',,:; (~O ~; 'i', (; , (.:;.~ til,:l~(;:::l c.t $1,000,000) J f-lCCcase.ry 
:{'o:' l: >~,,:.c uJv:i.(·. :l (,,~: th'';) l:'.~~().:1cct) aaa 

( U) :.': 'l ".i,'-::,r,';':::1.'" In. JJ. J~(l\l'i(!w sille.t'Y tlch.cdu.1.c:.l ot 
::. ~ ;I.;a. ;. r, '~·.:ll.::.:·, ,;:p.\~ ·~ n ,'~ i,,!!:~r.r;y f;\.rld n:!lke tudi r .. dju.:i t"Ullt:; aa 
r.l;, .,:--::;:-:C.l':r 'l~ ':: i'~;I.:. ;";2 t li (-':f:l l"';<"'IOo.o.oJ.y co:upctitive '\'lith 
"t':),.:,,:;.; 01' c:·~ h.\:r L:;i..·l·viTL..1r c;'~~Ilci,~S. 

( (~ ) r,l.' :i.") j· to c,ny Gi9bu.t~r. .. (~!lcnt or lcti.n i\m,ds or the 
~~ ~: l:~~ll:'G :)j,' U. r.!,;·;·,'i;.(;l.' oJ' c,::;::u(:.t;;1 ~n'i; fClt th~ r • .1l'ul porticn or 
'~}l':: l)J~I>.! ':~f; '~, 2 ~::;.'~:;4( .. ' .... ;~ f:i~:l LL ~ U.:)!'e:.l t t1; c:Jot.ELllc.:cl tinl'.::-r,!l.aGo.:i 
i l.j;)L .. ·,:!i, .. ~;:.:.t.i.on l)J.('.~'" ;,n 'fOi.':-:: e,n:l CUb:iital4ce CH:l.ti~1'<l.ct'~l'Y to 
A.I.j), 

(;~ ) Pr.ior to di~1:mrBc~:;l;bt o:r ·lo~u. ~1d!l or tho:; iS1;\UlnCe 
01' .. .. I,',',i;tl;!.r (,;f C,:.~:!::, ~ bn.:m.t i'Ol" t~c: m,"b:.!n r .. cl'tion of th~ 
1='-'."C\:1 '::: ~ ( ~'G::. !.·: Oi::':"~:·~l' !; h '~;.ll L'i\t"::,:~!l t a dctuili,.:d tiLj.~"P(1!i~cd. icple­
::.l:,m·:~ ;:~ i..10Ll p1.~~'(L u;'..'. ti!.1' ...... ctor;f ll':. fOl'r.1 UUI" r,u.bctance to /i..I.D. 

(f) ':ilic lIX',Il '~;!!lU be z1.\oject to ouch ot}ll3l." tCl'ma o.ncl 
ccn(·~ i~:l.(,n.B a,s A.I-D. ;~";,y t!(~cm u,' -{isa.ble. 

De~uty u.s. Coordi1~tor 
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M E M 0 RAN 0 U M 

TO~ Mr. Louis V. Perez 
Director 

FROM Arthur Mudge ~t SSg 
Assistant D~ctor for Capital Project 

for 

UNCLASSIFIED 
ATD-DW/P-grO 
ANNEX II 
Exhibit A, Page 1 of 1 

SUBJECT: Section 611(e) Certification/proposed Community 
Reconstruction Loan 

PROBLE:--!: 

Section 611(e) of the Foreign Assistance Act requires that before devel­
opment loans are made for any capital assistance project estimated to 
cost in excess of $1,000,000, the Administrator of A.I.O. must have 
received and taken into consideration a certification from the principal 
officer of such agency with the country in which the project is located 
as to th,~ capabi 1 ity of the country (both financial and human resources) 
to cffc cively maintain and utilize the project taking into account 
among (,ther things the maintenance and utilization of ?rojects in such 
country previously financedor assisted by the United States. 

The lo,m paper <lttached at Annex A reviews favorably the past performance 
and present capability of the proposed executing agency. See Sections 
A.3, C.l and C.2." The loan paper at Sections 0 and E also indicates the 
adequacy of the resources to be commi tted and procedures to be adopted 
by the 13orrm'ler and the implement ing agency in carrving out the project. 

On the basis of the information contained in the loan paper I recommend 
that you sign the certificate attached at Annex II(B). 



ANNEX II 
Exhibit B, Page 1 0('1 

CERTIFICATIO:.l PURSUANT TO SECTION 611 (e) OF THE FOREIGN 

ASSISTA~CE ACT OF 1961, AS A~E~DED. 

I, Louis V. Perez, the principal officer of the Agency for International 
Development in Peru, having taken into account among other factors the 
maintenance and utilization of projects in Peru previously financed or 
assisted by the United States, do hereby certify that in my judgement 
)cru has both the financial capability and hum3n resources capability to 
effectively maintain and utilize the capital assistance project: 
CO:,~vlUNITY DEVELOP;-'lDlT AND RECONSTRUCTION LOAN. 

This certification is based inter alia on the Government's and PROCOM's 
performance in the execution of a comparable community development 
project financed by A.I.D. Loan 527-L-045 and an emergency relief and 
reconstruction pro;ect financed bv A.I.D. Grant No.527N601. 

/, / 
t='Y:~ V 'L/-z 

I Louis V. Perez > 
Director USAID/peru 
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um.;~::i.u'.u.l.l 

Am-DLC/p-970 
A ... nTt:r'{ III, Page 1 or'l' 

O/ECKLIST OF STATIn'ORY CRITERIA 

In the ri~ht-hund r.lar~in, for euch itc.1I w .. ·ito c..-.si'lcr v ... , ... ::. ~lJPT"~n·la'te. 
u S\.L7,;;'lury of required discussion. As ncco!;s.n:y. rofo:ronco the section(~) 
of tho Cupi tal Assis tanco' Papor, or othor clcllrly i'dontificd ;md available 
docuwcnt.' in which tho ,mutter is furthor discussed. This fo~ ~ay,bc mado 
a part of tho Capital Assistance Papor. 

The following abbreviuuuns ura usod; 

F/v> - rULdgn Assistanco Act of 1961 ,'all amend 

"pp. - Foreign A!lsistru1coand Relatod AgonciosAppropriations 'Act, ~! 

:'~1A - Hcrchant Maxino Act of 1936, as aL'londlOld 

COUNTRY PERFOR/·V1.NCE 

Progr(wn TOlJc.rdc Country! GoaZa· 

1.' P,t.A t: 208; 8. 2S1(b) I 

A. Deaariha oxtant' to which. 
0::; un t rIJ UJ: 

(1) Makin:! app"f'opriata eflO2"'C(J 
to increaDa food produation 
C.?td irrT[?l"OvG mean£) fo1' food 
l1tQ1'C'{jo and diatribu'l;ion.'· 

(2) C1'oati'YllJ a favorab 7,0 aUmal 
fo1' foreign and dom'astic prival 
ontorrpPi.oa and'inveatm.mr..-

~he GOP has an active agricultural cred~t 
program for both l~rge and small fa~mers. 
A ~op priority activity of the.GOP.1S 
the Agrarian Retorm program whlCh ls.de-. 
signed to bring new lands under cultlvatlon. 

In the context of its industr~al reform pro· 
am (Industrial Law) and its qalance of 

, ~~yments management, the G~P is. activ~l~ 
seeking foreign and domestlc prlvat7 ln ' 
restments in areas identified as belng 

,(:!ssent.ial,t9 growth. 

http:andinveat.in
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(J) Increa..'1ir.J Ow pub l.ia's 
mI.c it; tho devaZopnenta1. 
Pl'DCCJO. 

(4) (a) A Hocating avai 1,ab W 
buegctary raeourcea to 
dovcLopment. 

( 0) lJ1., vel'"" 713 V ",,,,,{I 

rCJourcCD for unnecessary 
"Ii U taxy expendi tur8 (Dee 
a7.co Item lio. 16) QY'.d 
int.:JT'Vcntion in affa-i,rB of 
othc:f' free Old independent 
nationn. (See aZso item No. 14 

(5) fii L U:'J to contribute funds to 
the project or program. 

2 
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Newly decreed proerams in Industry 
(Industrial Law), fishing (Fishing 
Law) J and Agrarian t{eform are 
specifically designed to achieve 
this objective. 

Sizeable portions of the GOP ~ational 
bu~ge~ are being allocated to the top 
prlorlty programs of educational _ J 

agrlcultural and industrial reform. 

GOP Military expenditures for the 
years 1971 and 1972 are $ 433 million 
or 167. of the total two-year budget. 
No known intention in affairs of othel 
nations. 

The GOP commitment of $ 1 million to 
the project is considered ample and 
demonstrative of interest. 
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({j) J.'-:.~ir'.g eccmomic, social., 
w;c!. po t i ti ca Z 1',: fo :1"1110 3uch aa 
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of 
'~l.·le freedom of nre~s and/cy-pres­
nu soflleWLla t, en t 

sion has been/curtal led ln :ec 

ta.:,: CJlZcctioni.lTlOT'ovcr.-:cnt[J end 
Chc.r1{JC6 in l.c..r.d t~nU1'a aI'rartgcmam 

years tax collections have lmpro­
d laws are enforced and land 

ve , 'h" h 
~eform has been glven 19 

t, .. 
priori ty. :.d l' err' mC/.1-nJ P!'CJ::\~[JD to:",'crd rC.:Jpcal 

foT' the T'uZe of !a:.J, fr::cdom of 
c:"77'ccvion and of the p:r"3[JB, w.d 
r'oJcognizil:J tr.c importance of 
ir.,:i.ividuc.Z frcedom, initiative, 
and pr-i vate entcZ"pPiDo. . 

(7) /.dil(~:-in.J to the prinoipl.08 of 
the t:.ot of' Bogota and Charta%' of 
.Punta del. Eate. 

(8) Attempting to rapatriate cavitaZ 
in.veDtcd in other aozmmOf3 by it.:;, 
own oitiverw. 

Sound monetary and fisc~l p~licies 
leading to real growth ln GNP, 
stable prices, and a balanc: of 
payments surplus, coupled wl~h 
significant economic and soclal 
reforms designed to restructure 
the Peruvian society along more 
equitable 'lines, cl:a~lY i~dica te 
Peru's compliance Wlt~ Aillance 
for Pro~ress ~oals. re-
F. cent ecrees reqUlrln~ u 
~~triatiOn of foreign capital of 
Peruvians have had an important 
impact on the balance of payments 
and make available resources for 
investments in Peru. 

The GOP appea ~'s to be respon¢,ing 
([}) Othcruice T'::sponding to the vital. to tr.e econom.c,political an~ 
eco"r:omic, po7-iticQZ~ and Bocia? social concer1S of its peopl~, 
conCCT'r~ of i~ p~~pl.o, and dcu.onctratingparticularly the poor, and h~s 
a aZca.:r d2tcr;;nr.Q1,;1.,on to take eff.Jctiva taken streng.·..:.h self-help mea'Sures 
$~Zf-hcLp m('aSU1'eo. .as indicated above. 

B. Aro above facWj':J t6.k.cn t into account in 
the furnishirl{] of the owjcct aS8iatanca? 

Yes. 
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:J. P,:;l)1 (:2U(c). If G.:wiatUJtoc iD 
:<') .-il_ ,IL' :'r::::C 1; t J i.a tr.a gOVC1'I':mOrtt 
li,~:" L: :_J dc!JtOl' Of' unCV71d~tior.a'L 
,"Ykll'(;r;t,,?f' on any' debt to a U.S. 
~i :';::;;.:7': fa:' gaod::; OJ' aC1'vicco 
f:c':ri ;;f:,;d Or' 01'Jcl'cd where (aJ 
1]"011 C'i~ti;:Jl]rl hew CdlG.l.:Jted 
availcbla lOJal r.:Jlncdiea and 
(bJ d:.~bt in not dtmicd or 
exmteo ted by cuch goverr;/7wnt? 

ANUEX III 
Page 4 \Jf 19 

No known recent instance. 

3. FI1/1 ::. 62()(c)(1). If a:wwtar.cc In 1968 the GOP expropriated the 
1:0 to a.govert:J.1cnt .. ha:; it holdings of lPG, a company. benefi-
(including govCPi:Tr.:;nt c.;;~ncie8 Cl~ cially owned by U.S. citizens. It 
8ubd~vicion::;J t~'~.cn a:r.y action has been determined that appropriat 
L.1hich f:aD the :;JJcct of national.- steps to discharge its obligations 
i:;i1:J~ cxprr.;JI>iating .. 02" otheAASG have been taken by the GOP, wi thin 
iJci;;ir.J-C;-..Jr;c;~"'[Jhi? 01' cantro?' of the meaning of the statute. 
propcl'ty of U.S. dti;:'C?l.3 01' 
cnti':;icG beneficially CI..J7Wd b1J 
wcrn witho .... t takir.J ctep:; to 
d-f-Dchc.TlJc itc obUgatior..s 
tv..Jard ~uch ~ti;:;cr.s or entitiea? 
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c· 
:.>. 

6. 

]',.:,': t ~7~\t)( c) .. ['i::llcri.'!r:J;'n j '.r'of;ccf.1:va 
I~ L • ~';. '~':~~ .:-. --'i-j(-~ ")~·I.-:~··~;-'~,{ 1;-;:;-- ~'i e',:;;e-;'Z;-O;:-
;·!r:~·;~--,;·-, ::.' -ai:!,' 1<~/:(~·t'. rd 01' l'{i.;:o,'"ion ((jCi.in,: t~ 
(~;;~.~ ,) • .r.: r .r·:~~;L '.~ ;::t iJ·~'D:;£:1. t';; (; .. \~cota1·l; (Jf 
.>(1 ,'.',:;/;,,:/!.'] Q.c;:.,:")·;:!;·i.CD -Zf! ·t.il·[;(;Y'ii-a.iiona7, 

• .J , 

(J. j~ (.i.:: (Ul") 

!-'''':~;~: (,). ;:,.-::)~ r:; 

(~" •• ~J ii("J(:: 'r}'~:. :0,.: 
faY' 
wil,Z 

co,':;.·t;;';l'; ~:i: .~?~:: u .. !:.:. 1 .. ]"(·.~h u.r:. cnt;(~Y'-
'1-", • .,--", ... .." .Ii· -",'.~.) . ., ,..,"·.)-"'Ir.(.'.,,· ... ,1 J"~J .J},,., 1. .. : '''' '~'.' : .. ,,, V'~{:J \.. ( • .1 .. l<.J" l ........ ..... IL.., .J~) ,. ~V 

l"'t:':;:'!:(;i;t C:I';.:;,dr:i t:o J";f'Cl;e,!; CXPOi't 

7.() -/)::; U.,:'. uJ"r/;:)~\J thai! ~Ol; of the 
Cl ·"(~"····"·,',·(·, I .• (/I n·,..·f ')y .... ,.i",,,""ion dl.H,ir.g " L.· . .J ,I ... ...... ') ... \. ..... ~. : v .... '. _ v . , 

il:c li.;"c of" U;c 'ioeo:? 

l·:;. ... ~ (~r.::JO(,;"), .r.~::~: .. ~ -{"lle country 
JI-c:~·j·I~,TI: t .. !,~;'~:'-:'~'1j'"' f a-['1ed to -;'c.~~l? 

,"'7··r ... '.· ... " 1',.,.,t> ... ,,·I ........ . L O rJ"""":r!"t the (4""·"~ .,;Id.l. ,1 .... (4.,',,, ...... ' I.r t'J t;.v", " " • 

c!.ai::,·i.7 C OJ' r;:c; ·i.i'V()(;r~on by n::;o aot'l,orz" 
of 1,:· C' ')T'''n·o·,-ill? . ",j. t.' VL c.J .... ;;. 
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No claim har. been made and 
therefore no deduction i~ 
required by the Fisherman's 
Protective Act. 

As requested by the statute, 
the l1.clminist:r.:.:.tor zh:.:J.l 
consider the Tecent seizure 
of a U.S. fishing veszel by 
the GOP in determinin~ ~~hetheI 
or not to furnish this 
as s ista..'1ce. 

No such enterprises to be 
assisted. 

l,{o known recent instance. 

http:pr)v'b.Gf
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7· 

8. 

9. 

F.t·i 1: u' ~(7{ 1,) • If til 0 roW'. t ry ha3 
7"7{~c!' to i'7:ltitu.te tnt:' investment Yes. 
gll .. 1:',~dy pi'C;?!':::J1l fo'1' il:e speaifia 

'1 f ' t' . l"1..iJ,(U 0 c=propI~a 't.cr.~ 'Z..n con-
1Je~·':;-:.JJiLi ty Or' cor:fi:;C'atioi1~ has th 
/;.I. D • .::.e:.;-£nilJtratior. uith-in. the pa 
!I~;Z!' cor.,;iJcred dcr:yinJ a:JlJiatanco 
Gu.eh goverr,Tnun.t for thio reason'! 

.r:,~~: :i C 2{]( Q). Is the gOVCrTJr.cnt of 
vie ~'eaipicnt coW'.t:t"J in dafauZt on 
interest; or pr':r:cipal of any A.I.D. 
wan to the co:.mtry? 

No. 

FAA J 620(t). Hca the country , 
Devercd dipiomab:c ro Zatio1".8 tJith 
U.S.? If IJO~ have they been rcs%$Icd No. 
a-r.d have Y'.QJ bilateral (Wsw tance 
a]rcerr.cr.tc been negotiated and entered 
into cince 3uch rceumption? 

As of July 1, 1970, Peru's 
10. FAA:J C20(u). rlhat is the pa1Jmcnt arrearages to the U .11. totalled 

statu.:; of me cQunt!y'e U.ll. '$31'( ,809 including $166,000 for 
ob7..igatior.s? If the country i8 in UNEF and UNOC. GOP Forei gn Or"fi(;l:!r 
a:'2't;arc .. we:ee suoh G.TTeaY'c:ga taksn :reported that Peru paid its 1969' 
into C;;CCOW1~ by the A.I.D. Adminiatrator budget du,es in September 
in dGtcY'i;('~ning the m~"':"'ent A.I.D. 19'(0. Since the latest, figures , 
Opcratir.g Y.3ar Budget? avaj lable to .AID/H ti-<? 'not reflect 

that payment, an accurate figure 
fori Peru'-s current s·t-a-l:;us·is--±lnp-crElS":i:ble-·. i However;~ the 

11. FAA B 620(0.). Doe:> :..~(;cipie:Tt count~JGOP has stated its intention to' 
:ful°nish 1:~.:iGtD.nce to CubC'. or fill toliQuid.ate delinQuent obligation~s. 
truce c.::?p:,o:~loi~te steps to p:..·Vitc~t ,Peru's a::r:arages were considered 
chips aT c.irCTc.r~ u.r.dcr ita 1"'10.:::; fl--cdn·determl.n~ng the current OYB. 
carry:l.r...g co.rc;aes to m,' fl'C:.l Cuba? 

'~o known assistance to Cuba 
or carria~e' of c~~goe5 t6 b~~r 
Cub a by - Peruvrarl .flag sh.ips ..... _.~ 

6 



AID 12~O-] ANl'lYJ. III 
Pa,ee 7 of. 19 

12. F,\II:: (j:"·'-·(D). If ~~;,:!.r:'Lll.ncc in to £1 

r.oV:'~·:=:~~I-. '::~ :,-~"-h::.:; til(; f,cc!l't~1,D.r:y" of fJtc..tc 
cl r.'.;cr::,i )";::(1 'i,!l~lt it i;, lio"~ co,d~rollc:cl 

Yes. 

15, 

by 'l.he J.:.tC:'l~iJ.tioli,"l CO:-:-':!lw:lct mo·vcrncnt7 

}·/i,-1 {j C,:"'J) (t) Is J. ucirJicnt COUl1-cr:y 
0.-co:",~~.~~~:j·I·;:·~-·~Oljj~d;1' :l? 

No. 

No. 

No known instances., 

!I'J(1: Z 7: '~>:'J? ': J .l·.':I-;·' ..... i·~(~ ,-t. t1JPrn In 1970, Peru's defense expendi­
tures represented 18,7~!, of central 
governments expenditures, Of the 
two-year 1971-72 budget, 16(/, is 
earmarked for military expendi-

---- ,-_ ... _--_.-

J.6 . fIJi:~ C;::(J([~). l,;lw.'t; PC1'C(ll'ltage of 
~-c-:-;'l"£-:;~:-';:;~-'i'~'ct ';.-,s j'ur /Tn: Zi "(;Ol"Y 

.J • • 

"'" .... )~·I'.·;:J"o·(;C'? iJo',; much of J.i'?l'(nrm \ .... ~t" I ..... I <. ... " ...... • ~ • • ~ 

c:;~c.l;o.r::.'·(~ i·'~~[;ljHJ.·'(:C,-; [;[)(nri on ~ 1.:7., tary 
'-'('1": " ...•. /. '/") ,'/:)") r:;~:c;l .:.:D.>:n t fof' the v J • .... c·'·.~ . v. "" . .. • 

~:l'" "J-'"'''' I)';' cOl?hLs -ticc.tcd L.WGrlOIW 

tures. 
In 1969 (the latest year for vlhich 
data is available), the CO? spent Li''' - \.. I,,, oj I'; •. .J :: L' 

DyG ~,(~:.,;o! (Cona id(:rClL~iol'l of these :7,249 ;nillion in foreign exchange 
pcn:i'l tD -[;0 llG coo!,dinated wi th PPC/NI.E) on military imports. 

vii th respect to sophisticated 
vleapons systems, Peru purchased 
16 mirage type aircraft, plus 
spare parts, for a total of ;~2B 
million in 1968, repayable over 8 
:'y'ears beginning as of 1970. 
As requested by the statute, the 

Administrator shall take these matters into 
account in determining whether ~r not to furnish 
this assistance. . 

http:f-rcz.gn
http:gc'2:7.On
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18. 

.~·il. ,1 ~O 1 (d) • . Inj'o21nation and 
C01':cL.lwio;1 on reaaonablcnesa and 
:'-cJaLi ty (Mder lc;,l3 of country arid 
u.s.) of lending ar~ reLending terms 
of the loan. 

F'I; il r; 251 ('0 ) ( ;]),. ~. 2 51{ e) • 
II'Jorn;ation w.d cor.cLusion on 
G.cti V'~ tv I [J eeo y:.::;rr;ic and technical 
Douf:dr:C~G. If loan i.o rat ma.de PU1'suc:nt 
to a muUilatc:T'aZr;Za:I1~ and the amowr(; 
of tho] wan e;;:;c3ed3 I $lf}O~OOO~ has c.?t.oltl'd 
[/ubr.'7ittcd to.A.I.D.U:fl c:ppZication f011 

cucrz fur.G..3 togc':);c~" LJith a.:JSu.l"anCC3 to 
ir;.dicate that fu.nd.a LJi I I be used in an 
econonr~cu:7,Zy and ~cchniaaZZy BOund 
m!l.IlD.er'l 
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The Sub-loan terms for ·this 
project are proposed by the GOP 
and considered reasonable and 
legal in all respects, See 
Sect i'on 'f. 2. a. 

The project is economically and 
technically sound. (See Sectio~ 
C & G ). An application has heel 
received and is included as an 
annex in this paper. 
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.:::£!l ':.,',1 (,1)j. Information and 
c·::.n',.JZU;1 ~';'t on capacit:d of the 
cc l.m Lrif to repa'J Vze Zoan~ 
~>lclu(Hr • .7 rl!Goncb ZanGOS of 
l't.'pJJmer:t proepecta. 

20, FAA;7 Cl]( a) (lJ • Prio!' to signing 
of Loan u)[fz there be (a) er.gineezo­
tl:g .. fi~:an.c-(.a l;. wzd othor pZc:ns 
1:ccGcnary to carY"J Gut the Q3siotanC:j 
end (bJ a reCLJor.ahly firm eatw.ate 
of the cost to the U.S. of the 
a;sistance? -

21.. F'liA g 611( aJ( 2) • If fU1'ther 
lc]{alative action is requi1'ed within 
recipient country .. what is baoio for 
r'CC!i]or:ahZe cxoectat'ion that such 
aotion will b'e completed in time to 
p.::2"r.it o1yl.crly cOOompZisfvnent of 
pl!....tJosec of loan? 

22. 21:,-; fJ Sl]{(~). If Zoc..-n is fop capitaZ 
Q[:sictance .. and ell U.S. anawtance 
:;0 D}'ojcot r..ouJ c:r:ceec?:.: $1 million, has 
Micc-ior. DiNctor cey·tificd the countliJ'8 
capabiZi~f e!JectiveZy to maintain and 
utilize the project? 

23.. FAI.. ~ 25](b J. Inf02w:atiq1 ar.-d 
conall.1Eion on avei labiZibj of fina:naing 
fl"Om other fl"ee~o:f'ld OOUl'c.;u, incZuding 
pr-~v,de BOU1"CCD lJ}{,thin the Ur.ited States. 

9 
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Foreign exchange reserves df·GOr 
at close of 1970 highest evet:. 
Peru's long ter~ foreign debt appears 
manageable. 

Yes, 

No special legislation actions 
believed to be required. 

See Annex. ___ I_I __ _ 

See page 35 of loan paper. 

http:2.,7(.1i
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,..,', 
I. ' •• 

26. 

r,i,~ ;:; ,~?7: r:. .?,~ J( (7.) • D.;; tant ta 
w: ;~C:;I-G::;;;-,--;(ta:);oc.-r~·r~c () tJ 
(rpr;J>O;Jl .... ~.::.;tt? cmvhaaiiJ on; (aJ 
('~;~;)t,'~'Ci[jiJ';g dcveZopmo~t of dam­
Ciorat::a C!conolnic~ poU-cica"L~ and 
I:ocial iru; titutiona; (b) se"Lf­
Ilc7p ir: mectina the COt.cr.tr'::J'a • 
foo.], lIead.J; (cJ iTiipr'Otr"ng ava-z,1,-
ahi t i i:; of t1'air:e d manpO'.Je1' i~ 
the country; (d) p1'Ogrc::r.:; deo1{Jned 
to maet tll2 cauntF::J'o health needo. 
01' (0) OthCl' inmortant areaJJ of 
ccor.omic" po"Lit'ic:1"L J and codaL 
dt.Jvc "Lopmen t ~ inc "Luding ir.du1J t1'Y; 
frcc "LebOl' union[J~ coopcfrativas. 
and vo"Luntary aaencie8; 
trcnDi)Ol' tation and cOTr.iilur.ication; , 
r.;1-a?".'t1:~Y'.a and pub "Lie administrotion; 'oJ • • 
~~cn deveLopment; and modern~~at~ 
of cxis 'tin] "Lawa. 

FAA:; 209. Is project susceptible 
of exeoution aD par>t of 1'egional. 
project? If so why is projeot roOt 
DO exeC"..I.ted? 

FAA J 2:il (b) (3). Infor'i/:ation and 
concLU3ion on activity'a 1'8lation­
ship to, ay.d cOf".sister:c!: z,;ith. 
other dcvcZopmont u;c't;" .... v-... t'Z..ea. ~ 
ito contribution. to rcatizabtc t 

'Um.g-1'a:Yl3C objaotivcD. 

10 

ANNEX III, p~c 10 of 19 
a) Community sub-loans will be ad­

ministered by local cooperatives or 
eovernments. 

b) The program emphasizes restoration 
of ago communi~ies by the communities 
themselves. 

c) Communities 'participating in the pro­
gram will receive instruction in 
building a strutturally superior 
house. 

d-e) Cooperatives, local governments, ~nd 
other representative groups will be 
strengthened by planning and ad­
ministrating appropriat~ uses of the 
loan funds. 

No. 

The proposed program will improve rural 
living conditions and thereby reduce 
migration to urban centers. This 
complements the GOP's agrarian reform 
program and efforts to directly involv~ 
the people i~ development programs. 
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27. P;1.A n :J5Hb)(7). Informa.:i:f..on 
and c:molWJion on whcthe:r' or 
t:ot the activity to be finanoed 
win cor..tl"ihute to ·the achievement 
of ocLf-ouataining growth. 

Not significantly. Loan is designed 
.largely to rebuild physical properties 
of subsistance farmers. 

28. FAA n 2C1( a). DCccl ... ibe eztent 

29. 

to which the loc:.n '/.JiZZ contl...wuta Cooperati-ves, by their very nature, 
to the obJ'CCU,V3 of aDDUl->in;] are private and democratic. This type 
maximum paJ.·tiC'~Fation in the taak of institution will be strengthened by 
0/ economio C!cvOJ-wp;nent on the PCl:l't theloan. 
of the people of the coun.tY":J~ thl~O".lgh 
the encou.rc..Jancmt of dc:nocratiot 
pl>ivate} ar.d local, gover~.Jr.ental 
i1".D ti tutio rw • 

FU!. J 281fb). DescMhc e.:::tent to 
whTch program J"'eaognizes the 
pa.."'ticul.:z:'" nceds~ dcairee~ crail 
cxpacities of t)lC people of tho 
countrru; uV'~li;;ciJ the countrlj'o 
intdlectu:zZ, :t'OJ-COW'CC3 to encouraJC 
~'''n t ... ,' +,,.· ... ."0·/',.,7 r'·'-'v"lo"'··'~~'·'· 0 and . ",I-.J ." Vlo ......... 1",,-,,-" \..4\,,<' - 1.~.1.""'(""'" • 

~ U1-;PO~'-;;U ci'iY':a ed;,;.ccd;ion cmd 
"t'l'c.{,nin:; in ckiZZ3 2';]quil"cd fol' 
affective pa.:.'ticipation in 
a0V.3~,( .. /13nta7, w:.d p:;'li'!;icaZ proc.:::~aC3 
w[;cn1;ial W cc'f,/-JOV~lrr.r:~r.t;. 

11 

ProBram contemplates a significant self­
help input at the community level to 
satisfy needs of the highest priority 
in the disaster zone. By promoting 
a cooperative effort, the program 
strengthens democratic processes at 
the grass-roots level. 

http:zuL2poY.tu


AID 1240-2 

31. 

32. 

33. 

F,~A [1 fa J( cJ • Information 
Q;"TC-:;~-i:;-(l'-;I"rm!/l IJ1!(!thG7' 

~oa,: ,.;( ~ 1. (J,',jOl.~"-Je (l!!O:"t.J 
of t;;i~ COlm!..}"'!.! to: (a) 
i i:Cl"t:,-U;C the j1O'w of 
7:)1 t;Cr"lli:t.ionaZ tradu; (b) 
fODtCl' pp-tvat,,] initiative 
(a:ri u(-'n7l?eti tiun; (c) 
m:coUJ'(::~e deve lopmi:mt crttd 
l,.lC oi coorcn'atilJe(]~ credit 
wr~or;u ~ altd cc.lJinYD and 
loan as[Jocia tiona; (d) 
dicco!U'Q]e 'r.Oi~OfO ZiDtio 
prc.cticea; (e) improve 
techn.ioal efficr:cncy of 
i W::'U8 try.. CLJ yi cu l turc ~ end 
con:71erCCj and (f) strengthen 
j'l'ee ZabOi." WlW71.8. 

FA!. fi 619. If a[!cistance is 
for newZy independent cOW1t!"~J; 
-i.e it furn-Z:shed through 
multilateral oraanizationa or 
p"lan3 to the maxinrum extent 
cppropria to? 

F/.J.. § 2.S1 (h). InfoTii7Qtio71 and 
cOild usion on whe ther the 
activity ic- consistent with the 
fir;dir..gc and rccoil;r;.:Jr!dc.t-':.or.:; of 
the Intcr-I .. mel-·icc:n COii:mittee fol' 
the A Zlicnce fOl' Progr3c8 in its 
c.:nr.ual rClJir.:."..:J of national dave'/,­
cp~cnt actilJitic~. 

TAA. ::; 2.5](q). Information and 
Conc1.uaion on uae of loan to 
c"JJoiat in p1'orrtJting tho aoop-
E rative movement in Lutin l:merica. 

12 
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a) not significantly; ; 
p) yes - in part, loan will help to 

restore the economic life of several 
communities. 

c) yes - see 33 below. 
d) not applicable. 
e) Yes, by assisting communities with 

the reconstruction of ago and com­
mercial pursuants. 

f) No" 

Peru not newly independent. 

The recent ClAP review of Prru emph~­
sized the justificable need of inter­
national financial assistance to Peru's 
development programs~ In addi tion,: 
ClAP-endorsed the need for strength~ning 
campesino groups and organizations to 
better cope with their development pro­
blems. 

Sub-loans will generally be made to IQca 
cooperatives, thus enhancing~he cooper­
ative mOVE>mpnt"~ in T,atin America. 



AID 1240-2 

31 •• F.~!i ::(][l; i} 25](b)(8). 
lr!fo • ...,:~,.:.ion wId conc:tuiJion 
f,1;!ctJwr ~oistancc tJi~Z 
cr:').')l~raJe regior/at dev:J~opment 
prog l".1J~;;]" and cont:ribute to th 
ccono/ilic aHd po Zitica~ 
i~ltcgf'ation of Latin Amenoa. 

Laon'r. F.Ifed or:. U.S. ar:.d I..I.D 
Pro (I ra?71 

35. FAA B 2:i1 (D) (1); a 102. 
Injo:.-,r;G,tiorl and ooncZuuion on 
paDGible effect~ of loan on 
U.S. econOITlJ'" with apemal 
z'cjcY'cnce to arecw oj aub­
atcmtiat tabor' a urp Zus " a-,..d 
c;;:tent to which U.S. cOir/TlOditief 
at1.d a38iDtance arc fUl'fliehed in 
a marmcr canGictent with improv­
ing the U.S. baZance 'of payments 
"QoDi cion. . , 

FAil [J 801 (bJ • Info2-mation and 
CDrzc(,!J..:,ion on ho!;) the Zoan wilt.· 
cncourcJc U.S. privata trade 
C-'1:i1 ir;veG tmen t ab poad end hOUJ 
it wiZZ encourage private U.S. 
par'·tic~~pa.tion in' fOl'a1:gn 
a:;[;iD tancc p;:oo.J:r~iW (iizc1::.:d.ing 
uoc of private t:rade d'.C7ln.8ta 
cr.d the GC2'vicca . P U.S. private 
en ~i·~n··itJ c) • 

13 
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Not directed toward regional 
development. 

Apart trom poss,l.ble purchase o~ some 
U S goods and services, loan 1S 
E~r'local costs with negligible effect 
on U. S. economy, slight adverse effect 

U S balance of payments. on • • . 

See item 35. 
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~·r. :~0-::i~C~1{rf). J~~u c(~n:ta1. 
.~' :·\-,74~~t .. ~r'C c';.7'Ln.et?l""" .... na 
.:.m:i ril'-lf,;t:a[onal sCl'viccs of 
:1. s. fi~';;jll and their af!i 1,-
7

a

nt;I.'O l(~C'd 1..0 the li1C1-:irrrw'7J' 
..:::t""71t con[Jil; tent with tho 
rollr--toWr.! -{r;"icl'cst? 

38. FilA il GO ;~. Info1ynation and 
co;wiz,{j Ion wiwther U. S. amaH 
b;.S~·,HCIJIJ LJiH pal,ticipato 
cq'..A.itahlv in the funnishir.g of 
good.:; and aer'Vice8 finanoe by 
the lOa-fl. 

39. r'.~/ L: C 20 (h) • Wi H the loan 
promote or a.rJDiat the foreign 
aid proJect<; or' activities of 
the Communist-Bloc countries? 

40. FAA P, 621. Iftcchnicat 
(u;siotanee is financed by the 
loan.. information end concZusion 
LJf:ctlzel~ cue" assi3ta:nce LJitt be 
fu...·nnishcd to the fu.l test extent 
ppac'{;icahle an gooda co:d pl'o;tes­
[Jiona7. and other' se:rviccs f~1orn 
py,,:vatc cr.tcrpri[]c on a cor.tract 
bc;;Ji:J. If the facilitieD of o-char­
Federal agenciea will be utiZir!cd 
injcn·;;::::.tion and caneh:::;ion on 
i.Jhethc2' they arc particulCO'ty 
[J 1.d i;c:b Z e ~ al'e no t corrrpe ti ti 1)3 !J1i th 
pr'ivate ente:rrprise, and can be mads 
available ~~thout und~ intcrfcrancG 
LJith doma;t;ic programs. 

14 
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u.s. contractors will ~eable to , 
compete for furnishing of consulta~t 
and personal services. . 

Loan agreeine'nt will so specify 

Loan'agreement will specifically 
provide against such eventuality. 

ltis contemplated that technJ,\,;c1.!. 
assistance will be provided bv privati 
industry on a con trad't bas'i-
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1.1. :'<0.J--,~~~((l):., ~o"t;lZ ~our.t .of money 
,,;r ........ • ;...<'),.r. :.J.7..Cfl oz.£) go'tr;.J c!.'l"I';;at't1J 
"0 .. \ ....... ' l' -,4.., ~ t . . . 
~ L"" '(~:L d~ (; pp~·UJC.J 1.D g01,nJ to 
1-I~!-,':f:le(n(1te cl'Cdit ir.st;ii:'.4tiona 
or other bOl'l:--"'LJC:riJ fo2" uac by pr-~­
j)~U! (mtc't)}>-l,CC" iu beir.J uncd to 
i1,r,,:'~cc i;-;,poT'ts jT'CtT1 private aOUl'Cea 
01: ~8 otherwisc being UJ3cd to ~ 
f:.r:ancA pl'oO"..(.ruments /l'cm privc..to 
cOW"CCG. 

DO(ln ':! C(),·r.t1"L-iar.ce UJith Spcc1:[ia 
Rcqu-:: Y'C;:1:C11 til 

42. ?/,A:1 20](d). 18 1.n'Cereat l'ata 

of wan at iCQ{Jt 2% pal' amn.m 
dur~flg g l'acc period and at 7,ea.Dt 
J% pel' annum thareajtc2"'1 

43. Pl.A iJ COBra). Infor.roation on 
mCCSUi'CG to b3 taken to u.tiZize 
u.s. Gove~~ent cxcess pCT30nat 
Pl'OPC:"ty in Zicu. of the proaure­
mant of new i tcm::1. 

44.. Ft.A J 60M c) . IIi 7,7, 
a [i (X)r.~T'.oJ.i:,"y p2"OC'U.r.'cmcmt jir..::mc3d 
tr-deT' the wan be j'l'cm U.S~ cxacp; 
cw otJlcruiae dotermined by thG 
noaidznt? 

'IS 
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It .is contemplated that ap loan 
funds will be used to finance pru­

.curement from private sources, with 
much of its going through an intermediatE 
credit institution. 

Yes. 

Loan agreement will so specify. 
" 

Procurement will be from Code 941 
countri!5 as permitted by PresidentL 

, determination 



, . 
" 1. 

48.. 

j.:.' .. :; ,:0-:: (/I). ''/!: .. It ;>)1evioion ia 
::::~~'.', ·t.:)?,,-ev,:·/, t riH.Jnc-~~;a c;:)mmodi 'bJ 
F:'_:_I~'J'':;I.·:.;n:;. ::r. bul.k at priacs highcze 
t.:;(lI. o.r~iWJt.:d U.S. men'kat price? 

. ~~.:4 _jL.~_1 Gi)_. If the hOB t country 
di'JOrimi.~-.c.t.e;) a rlainD t U. S. m.:rrina 
1~n.1u.i1(j;~CC compa~icG, /Jill 'Lcc:n a[JNG­
I.-;."Pl r. r.7quire that r..arina i,1Ww:cm.OO 
be ;/l,.accc.!. in ttw U. s. on co;:m.~di ti.eD 
financed by the Loan? 

F.-V, !J (}O(J(c). If off-shore procure­
mcn.t oj' G[Jr:cuUural cO;17Jnodity or 
product ic to be financed, i8 there 
p1'L'lviJion aJair.s t such procurement 
whCi1 the domeD tic price of 8u.ch 
cOIT:.~od~tiJ ia le88 than paritIJ'l 

F/:'l !! 61 ](0); Apr. § 101. If loan 
j7:nar.ccs water 01" ~ater-r~lated l~ 
rC!sou.rce cor~~t),/.i.ct'Z-on proJect or 

• L '-~. c t progi'CJ'i1;; 7-8 t.'Lcr'c a uenerp;';"C08 .. 
computation madc, innojar an pi.~acticab7,e. 
in accordG::1.ce wi th the P::"OCCdl,,11'38 oct 
fOi'th in 'tile J.!emol'andt..'n of the PrGsident 
eatcd May 15, 1962? 

}~t,A D 61]( cJ. If controctD fo~ 
cmw tY'uction. are to be finar.cedJ) 
what pY'ovioion wi II be made that 
they be let Or! a cor;;petitivo 
bQlJis to maximw'71 e:;:tent practicabZe? 

16 
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~oan agreement and implementation 
letters shall so provide. 

Loan agreement will so specify •. 

No financing of s'uch procurement 
is contemplated. 

No large scale water or water related 
land resource construction project qr 
program will be financed.- . 

Loan agreernent will so specify,~ 
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so. 

'51. 

;.'.~" I' .~ '1" (n)' [/f,'at- P""'V1'Dioi" .,' n ;::~ __ V~~... ... ... -v" '. ""'" 

U;\I~'o"~ C~J;'-:1:':1I t. UCG of uubjcot 
':.'1aio,tar;cG to ccm?C1watc owners 
fal' i.~Tlr(Jpr··iated or nationaZizad 
prapl'?rty? 

FA4 ::: fjl~(h): g 63C(hJ. Descrwe 
lJ tCPD ::c;:.:7to aLaur8 that~ to the 
maxi.mt..":T'f ex:;cr.t pcc[Jible~ the country 
is cor;·tributir.g local cWTcncies to 
'l)eQt the CGfJt of contrcctuaZ and 
other i3crvicc:J~ and foreign CUlTCncica 
O'.Jncd biJ ·the u. S. am l!-titized to 
n;cet the coat of contraatuaZ and othOl' 
:J al~vicc G. 

52. ,1,7)1'. !J 10-1. r.;ilt ar.'J loan fund:J 
be wed to pWj pcndon:J, ato ... for 
miZita~d pcrDor~cZ? 

,17 
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Loans proceeds will not be used. for 
procurement of land.- Ldan agreement 
will so specify. 

GOP is contributing $ 1,000,000 in 
counterpart local currency to project. 
No U.S. owned foreign currencies avail­
able. 

No. 



55· 

57. 

... :'. ,II :i·~ (,. If' lcan is for 
~r-:-',,~' -~--;7-->-;;;o ~. ~ at 1~ th el'(J 
-''--, . , , ... :'. \.... ~ 

;';\:,::'c;',,';i! 'fol' A.I.D. approval 
(' f .;;.U C~Jl1tl'G.aiora and contracl 

I~ r,']!. [] l.'\S. wi H ari'j wan 
rl<1~(b be l,wed to pay U.N •. 
a:J6'cl.lamcntD? 

A~~! lC;C). CompZiance with 
peg:/TatioriG on cm~)Zoymc-ftt of 
u.s. eftd ZaaaZ pC1'Donnel for 
,. d t 7' + d f' ' J : .. r....:; OD t-'/,[J a va a ;:;01' 

Apr"I:Z 30.J 1961 (ReguZation 7). 

~AA {i C 3M i ):. ~li 1. Z crt:'), Zocrn furula 
DC u.:;ed to J';.-na;:ce p:'a'cncwc3 lor.g­
'Geron 7.cc:~ a.J 01' exchango of ir",to;;.'O 
vcnicZe mCD1,ufaatu:t'cd ov;t:.:ii1c ·t;1w 
Uilited. Sta:cs, 0;:" c.:r.y gt;.X~CCI'.ty of 
cuch a tI'ar~action? 

App. f: 101. IliZZ CJ";'j loan fw..d8 
be l.K.J3d for p~J;Uci':;Y 01' propcaexnda 
pW'pODce w·ithin. u.s. rIOt authori.::cd 
by the Congre8s'Z 
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Loan Agreement will so specify. 

No. 

Loan Agreement and implementation 
letters will provide for applicato~ of 
Rpl?ulat;on 7 

No. 

l~o. 



c: 1; 
,)' '. 

60. 

:.'.'1.1. :i (,:;0 n·) • I f cart:) truct.ion 
'~7' ?roJ:~~{vc entcrpI"'~ce~ uiZl. 
c::i:-p· ... :Jc..::,·~ vrd.lJ.e of anD1~Rtt;J1.Ce 
t~)' i)c' f:..:~"'?iLJh(/d by U.S. e:cceed 
~]OO miL!ian? . 

F/!.( n r 1" ( r}) 0 Docs the U. S. own 
;~'C~]~I;l- /,-;, ..... cian c'uJ:'rcnClj and~ if so~ 
,,)i:a t r:!'l'CD1gcmcnts have b.een made 
foY' its release? 

U:'!!! Y [' no b 0 Camp tiance with 
2\ 'q!<il'cTlIcnt that at least 50 pel' 
CL:rltum Oj~ th~ groDc tonnage of 
co!rJr.odi t'~eD (computed sep,Q.1'ate ly 
for d~"!J bulk ca,[,l'iera~ dry ca:t'go 
liner'S, and tankers) financed 

1..1'(" th funds ma.dc avc:i.lab le under 
thia Z.oan aha U be tranaport(3d 
on private l'oJ CTuJrzed U. S, flag 
corr.neY'(Jia l ve3D e l8 to the extent 
u~at ouch veD8els a:t'e avai~Ze 
at fair c:n.d recwonab lo rates. 

19 
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No. 

No. 

Loan Agreement will so specify. 



,: l: .... \ I. 

60. 

:.'/t. S 17:'.0(;'). If corwtruat.ion 
':::J~ ;;;':)(;:;0: t~{v~~ el1tc.rpri~(J" wi ZZ 
.;,;:{1', ':i(~!'~ l),J:.:.e OJ anau~trznce 
t~)' i)c' I~;r'?,·dwd by V.S. exceed 
(~JOO r:;~LZ·i.:m? 

F/lt. i1 rl"(r]). Docs the U.S. O!Jn 
:~.~~!-::;-;- J':!reign cu:t'l'CnClJ and" if 00 
"u.Ji:at r:.r'l'ar!gcmcnts have been made 
JOl' i t.3 l'clcc.ae? 

, r'! t. '.' () 71 I r 7 • • th 
:::::.:.'--..:' ;;( • . 'J. vDmpl-'/..arwe un 
h ':wil'cmcnt that at leaat 50 per 
c,;r:tum of' chc groDD tonnage of . 
C,J:IJr.odi t·;"eD (computed scp.a1'ate ly 
[01' d;:'!J bulk c,~.l'Y'ier'a~ d:ty ca:t'go 
lincr'3, and t~"kC1'8) financed 
/;..'i th funclE ma.de avai lab le under 
thia Zoar. aha:l be tl'anapol'ted 
on p1"'~vate ly O'wncd U. S. flag 
corr.n<3Y'ciaZ vesaela to the extent 
p;at ouch veaaela are avai~Ze 
at fail' end l'eaaonable rates. 

ANNEX III, Page 19 of 19 

No • 

No. 

. Loan Agreement will so specify. 

19 
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1 ~'.l:l J1} 1,;.::r:ULo v:d'Lc YOll fo:c i,lJ(:; Il1lrposc: 0:[:' request} n(~ from 
!\.}.D. :~':; '-"'J,c.':i;~l ;'.:;!·;,l~;t:~!·;C(; for tj)(~ Fco;jects lIProjec:t for the: 
Con:~Ll'~,(!i,::,~:; ~~:)(i j:;, .. LtJ,ll:ii.<:.:.t;joll, of Hun ... l rrmT[J;'" on t!lC Jl.rc:o. Affc.:ctect 
u~, [,!,r~: ::~:r,.;;cJI)::'.~,,:'1 [,(ld 1I1.>.cu,':·i'~~w 1'01' the U:i1)o.Tl nr::lJc1.biljtut:i on of ?,OOO , 
Jo~,~; ;;.Lrj c.:ol::~l;l'IJct:irJn of' j2)f Houses jn rrruj:illo c.:.r.d JIuacho",. "'hich have 
1H;;C1. ~I'::"(;:l(~':'c:i b:,r i,i!(; D:i) cctOj'i:l.t(~ C(:ne:cul for COlTununj.ty P1"())Tlot:i.on of 
t];e: ;,~'r1':;:;"':('::' cr.;' Lm.::::i.) 1[; :il; coonl:inat:i.on v:i.th the Corr.mission for the 
P.ec;i;',:;i,·!'·"c L~ 0:. C~LC! ~\c:b' .. I):i.l:itu.tior: of' the zone affected by the earthquake 
of j:>:,y 30, 19'(0 (CE'.l'HZA). 

~OI'O[~J';"i;I:; ,,;:i.11 requjrc fj nu.ncjal assi::;tance of up 
(G.:~·IJr'J:i::~!:I::.:.tc:ly U.S. :~?3 mtllion) ar,(1 8/30,000,000 
::;().7 11,illio{J) re:';l~c:ctively, for a total of' 
- 0 ,': i l '; ) j. r. •.. ~~~_.on . 

71,(: C:OV'-'['I_~:;''':),;':; of :)o:('\} crants its hichest pr'iori ty to the~e 
j"(':f',';'(::,cc::u 1ll'l):_'.:I'··~::I:; .. Lc:.kiq'; im.;o COfJ,~j.cier<.:.tion tlleir ~ocio-ecor:olrl:i.c 
il::~,~:.;,t2.:·;C(:: :;:'o,.'I,:lC, :',Ji'J<.: clc'!3.sc;:..l.tc:u by thG i"lay 31, 1970 earthq'L<ake. 

}'O1' t}~ ~::; J·C:.<~:;on ):;~: GOV,~'CY:i;,cnt I,rj 1J. bE: cxtrer:,ely pleas cd I'Ti th 
AID! :-~ (;OO])o';;;:'c.;.t:; 0', \-!(.icll \·.'O'.::Ld perr:ti t the implementation of the 
r.::f'CT.'l!LCeo. lJ}'OjLc;t~ to conlrr.cnce 8.:3 SOO:1 ~s }?ossible. 

Very truly yours, 

General de BUGada. E.P. 
Francr~sco Horales Bermudez C. 
Minister of Economy and Finance 

http:000,00.00
http:Promoti.on
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1'1' ISI'r,''l FI[ rC"I':1I1I\ Y 1'111;1.'$ .. ~ •. ~ .. ,aU 11 L U ,tJ." , L'll"L' Lima, 18 de Mayo de 1971 

Of.~~ 296-71-EF/75-DGC 

Senor 
John / ..... Hannah 
Director de la Agencia para el 
Desarrollo Internacibnal (AID) 
~!ashington D.C. 
u. S. A. 

Me es grato dirigirme a Usted~ can la 
finalidad de solicitar de la Institu:i6n de su digna 
Direcci6n, apoyo financiero para los Programas denomi 
nados: "Proyecto de Construccion y Rehabilitaci6n de­
Centros Poblados en el Area Rural de la Zona Afectada" 
y "Proqrama p(!ra"la Habilitaci6n Urbana de 2,000 Lotes 
y Habilitacion de 324 Viviendas en Trujillo y Huacho ll

, 

cstructurados por 1a Direccion General de Promoci6n Co 
mun~l del ~inisterio de Vivienda, en coordinaci6n con­
l~ CODisi6n de Reconstruccion y Rehabilitac16n de 1a 
Z 0 n tl P f e c tad aDO r e 1 Sis mod e 1 3 1 de M ay 0 de 19 70 
(CRYRZA). 

Los Programas en referencia requieren 
apoyo finanl.icro hasta por un monto equiva1ente a Sf. 
100'000,000.00 y a Sf. 30'000,000.00 respectivamente, 
10 que h~ce un total requerido del equivalente a 5/. 
130'000,000.00. 

E1 Gobierno del Peru otorga a los men­
cionados Progra~as 1a m&s alta prioridad, teniendo en 
consideracion la importancia socio-econ6mica.de los -
mismos, por su aplicaci6n en la zona desvastada por 
el sismo acaecido el 31 de Mavo del ano 1970. 

Es por ella que mi Gobierno ver~ con 
sumo agrado ,~ cooperaci6n del AID, de tal manera que 
se viabilize al mas breve p1azo. la .ejecuc16n de los 
Programas antes citados. 

http:socio-econ6mica.de
http:Prograr.as
http:30'000,000.oo
http:100'000,000.oo
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l!I\ISTWIO Dr lCO\O~m y f1~M~HS 

Con e$te motivo, aprovecho la oportunidad pa­
ra reiterar a Ud. los sentimientos de mi especial con­
sideracion. 

bios guarde a Ud. 
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AGENCY FOR INTERNATIONAL DEVELOPMENT 
UNITED STAT£S AID MISSION TO PERU 

CIO AMERICAN EM6ASSV 
LIMA, 1 

PERU 

May 19, 1971 

Dear Mr. Minister: 

ThanJ{ you for your Of 0 NOo 296-71-EF /75-DGCP of May 18, 1971 
to Mr. John Hannah, Director of the U.S. Agency for International 
Development in which you request AID loan financing of approxi­
mately US$3 million for a Community Reconstruction Program in 
the area affected by the ~lay 31, 1970 EarthquaJ{e. It is our 
understanding that the Government of Peru is disposed to under­
take and finance the program with AID assistance in the manner 
dcscribeLl in the project documents "Proyecto de Reconstruccion 
y Hehabilitacion de Centros Poblados en el Area Rural de la Zona 
Afect;-,ua" y "ProGrama de la Habilitaci6n Urbana de 2,000 Lotes y 
HabiliLaci~n de 324 Viviendas en Trujillo y Huacho", which you 
enclosed with your letter. 

Ym.:.r 10::1n proj ect request ",:i.ll be fomally reviewed in Washington 
durinu the next two \oleeks, and \ole shall inform you soon thereaftel 
of the decisions and recommendations made resulting from this 
,..p\TiptJ_ 

iCerelY, 

I w:J.'7. ~e!f.-'7 
General 
Francisco Morales Bermudez C. 
Minister of Economy and Finance 
LUlA 

Director 



L Piocom Field Office 
o Principal City 

J.LTI LlZATION OF FUNDS 
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1. 

2. 

3. 

4. 

5. 

T:\f)]jC I 

Crono1ogical COL['u,sition of ;\nnuZl1 lludgC'ts of PROCO:-I 

Glillions of Solf's) (td.5 Soles = U.S. $1) 

1967 1968 1969 1970 

Wages and Salaries '21.28.8 '21.21. 9 '21.42.6 '21. 79. 6 

Expend~tures in Goods and Services 27.8 15.2 26.6 42.6 

Works by Contract and Administration 191. 7 207.7 7.3 188.0 

Financial Payments 20.8 

Transfers 2.9 2.1 4.3 6.5 . 

251. 2 246.9 80.8 337.5 

1971-72 

'21.144.6 

36.3 

220.0 

11.3 

412.2 

'.!/Biennia1 budget for 1971-72. Not included in this budget 
(totalling ap»roximately s/204,000,000 for 1971-72) 
International and External Assistance agencies. 

is loan and grant assistance 
being provided to FROCON by 

The 1969-70 budge~do include administrative support costs and other counterpart 
requirements for prior AID and IDB loans. 

11 

r-1!l>)> 
>:~t1 p:§. 
O"~t:I 
~<8 

H .......... 
t:l:1 '"d .. . 
l ~ 
(l) 

.... 
o 
H.I 

I\) 



1. 

2. 

3. 

I 4~ 
) 
) 

11 

~/ 

TABLE II 

Analytical Budget of the Direccion General de Promocion Comuna1 for 1971-1972 

:figures in millions of soles) (43.5 Soles = U.S. $1) 

A L L 0 C A T 
Promocion Promoci6n 

Direccion Comuna1 Comuna1 
~ General Rural Urbana Trujillo 

Wages and Salaries 144.6 44.9 12.1 56.8 2.8 

Expenditures in Goods and Services 36.3 10.5 0.9 2.1 

Transfers ....!.hl 4.4 0.9 3.6 0.2 

192.2 59.8 13.9 60.4 5.1 

Inveae.ent Projects 

4.1 Studies ~ AdministrationlProjects 

-Rural Infrastructure 8.0 1.6 
-Rural Housing 3.0 
-Micro-p1.:nning ..!hl 

21.5 1.6 

4.2 Works ~ Administration 

-8""'l:a1 Infrastructure 134.0 9.8 
-Ra.ode1ing of lots 9.0 9.0 
-GOP Counterpart 11 .22..:1 55.5 

198.5 55.5 9.0 9.8 

--Total (4.1) + (4.2) 220.0 55.5 9.0 11.4 

Grand Total 412.2 115.3 13.9 69.4 16.5 

--
GOP counterpart for miscellaneous agreements. 

Does not include resources made available under external assistance agreements. 

I 0 N 2/ 

Resiona1 Offices 
Huaraz Laa Rulnuco ~ 

4.0 4.3 2.6 11.1 

2.9 1.9 2.3 15.7 

0.3 0.3 0.2 1.4 

7.2 6.5 5.1 34.2 

• 
2.1 4.3 

1.0 2.0 
1.9 '.6 

1.0 2.1 1.9 14.9 

3.3 16.8 12.9 91.2 

3.3 16.8 12.9 91.2 

4.3 1B.9 14.8 106.1 

~I 11.5 25.4 19.9 140.3 ... ... ~ 
til . 
I 
!\,) 

0 

'" !\,) 
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The attached proto-type sketches are examples of the detailed work 

done by the ProCom Engineering Department intended to portray specificall, 

and graphically the procedures necessary in the construction of an adob~ 

house (Diagram #1 and #2) and a brick oven (Diagram # 3)~ These are 

mere extracts of a detailed step-by-step operation from folders they have 

prepared. Other proto-type folders include three other models for adobe 

housing, and others for small industry type projects. 
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WAREHOUSE OF 

COHMUNIT~RGANIZATIO~ 

noc(It 
CREDIT 

COIIIITTEE 
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ORGANIZATION 

(2) 

HEM B E R S 

COL L E C T ION S 

FOROCO 

(1) Prepare repayment schedule 
(2) Notification of Payment 
(3) Financial Reports ' 
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AID-Df£/p..r;nO 
AtmI!X vtn. hge 1 ot 2 

Individual pa,.enta to Ca..uftity Orsan 
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SUB-LOAN DISBURSEMEMT SYSTEM 

ANNEX VIII 
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1) The Credit Committee approves the sub-loan package submitted 
by the Community Oreaniza tion. 

2) The Community Oreanization communicates to its members the 
approval of their respective sub-loans. 

3) The Community Oreanization requests issuance of purchase 
order to the credit committee. The purchase order will also 
funct ion as (1) "receivine document" and (2) "order of pay­
ment." 

4) The Credit Committee issues a "purchase order" to the 
Community Oreanization desienating supplier (original and 
copies). The Community Oreanization purchases materials in 
volume to realize economies of scale. 

5) Commercial firm delivers JI'.a terials to warehouse of the Community 
OrGanization and the latter acknowledges receipt by signing in 
the space of the purchase order (original) provided for that 
purpose. 

6)-7) The Commercial firm attaches to the "purchase order" the bills 
of the sale and presents them to the Bank for payment. 

8)-9) The BanJ{ makes payment to the commercial firm and reports to 
the FOHOCO. 

10) FOROCO reports to the Committee. 
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ILLUSTRATION OF HOW TYPICAL PROJECT WILL BE PLANNED AND 
IMPLENENTED 

I. Pre-Selection of Communities to be studied for possible 
sub-project Implementation: 

Selection will be made at the Regional Office level of 
PROCOM based upon previous PROCOM and other GOP Agency field 
experience and contacts with small rural communities at the zone 
level. Selection will be based upon such factors as the siz& of 
town. its importance as a social/economic focal point for the 
surrounding areas, present and antiCipated housing and infrastruc­
ture demand, and the individual and organization capacity within 
the con~unity to undertake self-help credit programs. 

II. I'e-Feasibility Study 

A PROCOM interdisciplinary planning team will make a more 
in-depth field study on those factors previously described above 
in order to determine project pre-feasibility. 

a) Existing community and cooperative crgClnizations will 
be contacted; development priorities, particularly 
focused on housing, corrmunity infrastructure, and 
agricultural production will be explored by these 
organizations with the assistance of the team; organi­
zational strength and weaknesses will be identified. 

b) Surveys of agriculture, housing, and community infra-· 
structure conditions will be conducted and analyzed. 
Relevant data from other studies and GOP agency sources 
will be collated. 

c) Basic findings v1ill be discussed with corrrrnunity groups 
and with relevant other GOP agencies (i.e. Reforma 
Agraria, O~DECOOP, CRYRZA, etc,) Project priorities 
will be determined by community with assistance of 
PROCON. 

d) Determination by PROCm1 if corrrrnunity needs and resources 
are appropriate for more detailed project planning focused 
on one or more specific sub-project categories (i.e. 
housing, infrastructure, production credit, agricultural 
credit), 



Ill. Project Planning 

A1\NEX IX 
p. 2 of I. 

Project Planning, which will be focused on the priority 
:Jctivit.y iC':;l1tifiLd in the prc-feasibility phase, may also include 
:l~,)l"C t:l;I:' O:1L' kind o~ cat.:;~;ory o[ sub-project activity; for example 
<1:1.:i ll~HY ;J-::L i \11 L i\.:s i n in~rastructure construction and production 
0:- r.ou:-.in,', ;:';\L.:1"iol5 r.',i~,ht be included in the: b<lsic housing project. 
Ill)\,,-Ver, 5i;,.:(' the ",ajor portion of total lonn resources will be 
devoted to housing, this activity will be illustrated in further 
detail. Project planning for housing will include the following: 

a) D.::tLlilcd en;incering and COiT,r;'.unity plans - includi:1g 
nu~bers, types, locations, etc. of housing and infra­
structure (if applicable) to be constructed, construc­
tion ;1~ethod and implcr.:cntation schedule, source of 
construction materials and their delivery schedule, etc. 

b) For~.Jtion of cooperatives or other appropriate legal~zed 
grou~s 1/ ~8r housing constructio~: 
In the Case where such a C.O. alrcady exists in the 
co:,~;;.unity, the C.O. \-.'i11 be requircd to demonstrate its 
financial, administrative/management, and legal status 
to PIWCO:':, and ,.Jill be required to receivc L:rther 
training in ~anLlgc~cnt and accounting, particularly 
regarding the sub-loaning system to be employcd in the 
housing project. In the case where no C.O. cxists in 
the co .. ,;'!:unity, PROCO:'; ,,,ill .3ssist 'e com.T,unity to 
1) receive training in cooperatives and COlThilunity organi­
::ntio:--" 2) :~or;-:: prc:r.otiO:1Lll/ol'gJ:1ization co:r::nittees, 
3) promote initial savings, 4) elect officers, 5) obtain 
legal status, Jnd 6) receiv: m~nagement/accou:1ting 
t~ainins particularly regarding the system to be employed 
in :hu propos~d housing project. 

c) Revic~ of hO~5ing loan applications by C.O.: 
Applications will be ?~epal'cd by individual C.O. members 
and will be reviewed by the C.O. to insure that the 
applicant 1) is in good st~nding, 2) has cap~city to 
repay loan without deprivin~ himself of other essentials, 
3) is guaranteed by two other members, 4) has prescribed 
amount already saved (usually 5-10% of loan applied for), 
5) ~~re0s to sign promisory notes for amount being 
borrowed, specifying repayment terms. All applications 
are ten'atively approved or disapprcved by the C.O. credit 
co:r;mittce. 

-----------------
1/ Recipients of loans will be those categories of groups previously 

described in the Loan Paper. These categories will be collectively 
called co~~unity organizations (C.O.). 
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The C.O. with the assistance of PROCOM will fill out 
a standard loan application form: application will 
include sur.mary of basic dat.J g.Jther\3d in project 
pl.Jnnin,; st.Jges previously described. ;.ccoiT,pany ... ng 
the .Jpplication will be more detailed reports prepared 
by PROCo.\1 on project plann~ng and implementation, and 
the m\3mb~r loan applications tentatively approved by 
the C.O. 

IV. Annrovul of Loan 

A, A PROCO~I Loan Comrr,ittee \-Jill review the loan application 
<lnd aCCOnli)Llnying docu:nents. This \."i 11 be essentially a check off 
type of operation since promotional \-Jork and project planning has 
been sl!porvised by P1WCO~1 prior to submission of the loan application, 
Essential criteria which must be met are: 

1. Leg~l - To confirm .J) that C.O. is legally recognized 
by GOP or in process of legalization - its titles, 
charters, other documents arc in order, and b) that 
land rights necess<lry for construction have been ob­
tained. 

2. Accounti:1;;/Administrntive Capacity of the COlTl.11unity 
Organization -
- review financial statement/conditions of the C.O. 
- ensure that minin:u,i, r.:!quired tr.Jining for the loan 

has be.:!n received by the organization. 

3. Technicnl Pl.Jns -
To ensure that engineering p13ns are technically 
sound and fensible. 

B. ~rcraration and signin~ oC loan contract between the C.O. 
and PROCm-! (or Fiuucinry ag.:!nt assigned by PROCm·!). 

C. Signing of contracts or promisary notes between the C;O~ 
and individual members. 

V. Proicct Ir.:ple:r.entaticn 

Implementation will follow the project plan prepared prior 
to loan approval; it will essentially consist of phased construction 
steps with phased purchasing and delivery of materials. PROCOM 
training of selected C.O. members in construction techniqu~s to be 
utilized will take place prior to initiation of construction, and 
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on-site supervision and training will be supplied by PROCOM construc­
tion foremen during construction. 

VI. Project Cm:1!)lction <lnd Follm.;r-Up 

A. Upon completion of all construction, l)ROCON wi 11 prepare 
a completion of project report ~lieh include data on the 
quality and quantity of construction, the effectiveness 
of eOllnnuni ty participa::ion, problems encounterl;:d, etc. 

n. C.O. mcn~\)Crs will begin mc.;,i:.l'.ly l,,:111 repayments after 
stipul<lt,~d grace period, T"n(~ C.O, wl~l begin periodic 
(pol"ioo to be determined) lOa;"' rep;,ynients to PROCCM or 
the assigned fiduciary agent. 

C. PROCOM (or fiduciary <lgent) will prepare ouarterly reports 
on status of loan repayments. 

D. P1WCO~1 pro;:;otorcs or other technical assistalLc2 staff will 
make periodic follmv-up visi ts to the communi ty in order 
to assist them either on other development projects to be 
undertaken by the C.O. or to assist in resolving problems 
which may arise concerning the completed housing project. 




