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EVALUATION SUMMARY

Project Background:

The Iategrated Regional Development Project was designed in 1978 and 1979.
The Project Agreement was signed June 28, 1979. The project's goal was to
further socioeconomic development of priority sierra and high jungle regionms,
with emphasis on increasing employment and income opportunities for the poor
in key market towns and surrounding rural areas. The project's purpose was to
strengthen a decentralized regional planning capability and establish a
mechanism for financing and executing priority sub-projects in selected market
town and rural areas of the sierra and high jungie. The departments of Junin
and Cajamarca were selected as the principal sites of activity for the
project. The then existing Departmental Development Committees were the
organizations with which project activities were initiated.

"he technical assistance activities under the project were carried out through
the S&I'/Multi-Sectoral Development Office Local Revenue Administration
Cooperating Agreement with Syracuse University. Dr. David Robinson has been
the Chief of Party and has served as advisor in Junin and Cajamarca. He is
currently the principal advisor in the department of Junin. Dr. Ray Bromley
has been the senior advisor in Cajamarca since August 198l. Various other
advisors of medium and shor:t-term have been contracted. The contract with
Syracuse University will terminate on December 31, 1983.

Implementation of the Regional Administration and Rural Public Works
components eventually led to the hiring of persounnel, purchase of commodities,
and execution of studies and construction through project units called
PRODERIN's. 1In late 1981, the Departamental Development Commmittees ceased to
exist and in their place were established the Departmental Development
Corporations (DDC's). A vacuum developed when the Committees disappeared and
the DOC's were organizing themselves and taking on functions and staff. On
January 1, 1982 the PRODERIN's came- under the organizational aegis of the
Prime Minister's Office, at least temporarily being classified as a
national-level Special Project. They continued to function becoming more or
less autonomous project management units operating in the two departments.
Through 1982, Project activity steadily increased in areas of planning,
studies, training, and comstruction of rural public works.

Unfortunately, largely because the PRODERIN's were better financed and had
already gone through the difficult period of institutional formation,
difficulties and institutional jealousies arose with the ever-growing DDC's.
The basic and certainly most visible role of the DDC as specified in Law of
Corporations of December 1981, was to design and execute public works using
central government funds. This meant there was a direct overlap of functions
between the organizations. The basic difference between their public works
activities was that PRODERIN staff invested time and resources in eliciting
the participation of beneficiary communities in planning and construction,
covering costs and creating a potential for gself-sustaining development. The
DC's planned and executed works almost exclusively through contracts with
local companies. The Mission, recognizing the conflict, began the process of
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evaluating the project with a view towards a complete integration of the
PRODERIN's with their respective DDC's.

On January 1, 1983, the PRODERIN's staff, functions, and capital goods were
officially transferred to the DDC's of Junin and Cajamarca. In reality,
however, the integration only meant that the project was officially
transferred as a budget category within the overall DDC's budget. Significant
problems arose as DDC jealousy and PRODERIN mistrust were exacerbated. Adding
to Project difficulties was the effect of economic austerity as the central
government was extremely reticent to disburse budgeted counterpart for the two
project offices. Loan funds were available but the PRODERIN's experienced
serious difficulties due to the shortage of counterpart.

One component of the project which did not begin disbursement until mid-1983
is the Market Town Development Fund. Reasons for the serious delay in
beginning disbursement was that priority was given to rural public works study
and execution by the PRODERIN's because the MIDF was essentially unknown,
difficulty in establishing a satisfactory working relationship between the
PRODERIN's and the National Housing Bank through which the money was
channeled, and a confusing translation of the concept of key market towns in
the Spanish column of the Project Agreement. Sub-project proposals were
formulated in 1982 and the first was approved that year, but it was not funded
because the beneficiaries withdrew their request for the project based on the
belief they would receive project benefits without paying for them. In May,
1983, the first sub-project was approved and entered implementation followed
by two more in June and September. There appear to be a significant number of
sub-project proposals nearing final approval at this time.

Evaluation Findings:

The Mission called for, and organized, the project's first evaluation which
was conducted in March, 1983 by a multi-disciplinary team. Major findings on
project achievements and weaknesses and recommendations for improving
implementation will be reviewed below. Based on evaluation findings and
further Mission study, means for improving project implementation in the two
departments and for expanding project impact to other departments,
municipalities, and organizations which serve them at the nutional level wvere
developed.

l. Project Achievements:

a) The Project was successful in helping develop and in beginning to
institutionalize local planning capacity in Cajamarca and Junin. The
PRODERIN's demonstrated the ability to assess community needs, set
objectives, develop and design development plans, select works for
prefeasibility studies, program and implement rural works programs and

evaluate and learn from their experience.

b) The PRODERIN/Cajamarca filled a vacuum in the departmental planning
process, helped shape the dialogue about the department's development
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d)

e)

£)

g)

h)

-3

alternatives, and helped prepare Cajamarca's new development
corporation's (CORDECAJ) first development plan for 1983-85.

In contrast in Junin the INP (National Institute of Planning) has
played a stronger role and has more actively coordinated the resources
of the PRODERIN and the Corporation.

Plans of both PRODERIN's reflect good general assessments of the
characteristics and problems of the Department, identifying key market
towns and their connected rural areas and micro regions within which
strategic investments might be made.

The PRODERINs developed the capacity to identify and prepare
feasibility studies of small scale rural infrastructure projects and
to implement construction of these projects by direct administration
with high levels of community participation and cost effectiveness.

PRODERIN rural works projects in both departments are generating
significant benefits to rural households, justifying the USAID and
host-country resources invested.

The PRODERIN is the only organization that invests in human resource
development as well as in infrastructure, increasing initial start=-up
costs, but which is essential for promoting sustained rural
development and lowering project comstruction and maintenance costs.

Significant regional differences exist for cost/efficiency comparisons
of rural works sub=-projects.

Project Weaknesses

a)

b)

c)

Institutionalization into the DDC's of the planning and execution
improvements achieved by the PRODERIN's is constrained by the status
of the PRODERINs as autonomous organizations whose functions duplicate
or overlap with established departmental agencies. They Dbecame
autonomous when the Depavtmental Development Committees were disbanded
and corporations were created in their stead. In the interim as the
céorporations took on their responsidilities the PRODERIN's became
essentially autonomous.

Use of the market town fund has been difficult because (1) many of
they key decisions regarding the fund 1lie in the hands of
organizations other than the PRODERIN; (2) the Housing Bank's
procedures process for review of sub-project proposals have been
cumbersome and protected; (3) the sbility of Mumicipalities to borrow
Central Government funds is mext to nil; (4) it was not accurately
defined in the Spanish version of the Project Agreement (Convenio) .

The integration of the PRODERiIN's into the Departmetal Development

Corporations, as required by law, raises serious problems for morale
and for the preservation of some of their distinctive aspects.
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Evaluation Recommendations

a) Subject to GOP renewed commitment to provide counterpart financing,
extend the Project Agreement to at least July 1985 to allow the
PRODERIN's in Junin and Cajamarca to complete their on-going
sub-project work and to further institutionalize their most important
features within the Departmental Corporations and INP offices.

b) The mixed model for integration of the PRODERIN's into the
Departmental Corporation's is preferable. Should key managers from
the PRODERIN in Junin or Cajamarca be appointed to key management
positions in the corporaticn, it might be feasible to mova to the
fully integrated model described in the Evaluation.

¢) The human resource investment element of PRODERIN activity should
continue to be a basic part of the IRD Project concept.

d) Use of community leaders as para-technicians in promotion and training
activities to lower costs, increase sub-project volume and improve
public relations should be encouraged.

e) The object of the Market Town development Fund of the project was to
apply regional economic planning and market flow analysis to the
establishment of a mechanism for financing and executing priority
sub-projects with anticipated major impacts in priority Market Towns,
but this objective has not been achieved and will not be achieved
under existing arrangements. Various alternacive approaches should be

tried to improve implementation of this component

£) Continue to provide long and short term regional planning technical
assistance to both the Corporation and INP Offices in Junin and
Cajamarca to facilitate the integration into these organizations of
the PRODERIN planning and implementation methods and concepts. A
Senior Techmical Advisor should be assigned at the National level %o
assist this and to facilitate the revised approach to implementing the
Market Town loan fund described above.

Post-Evaluation Actions:

After' the evaluation was completed, a meeting was held between the Office
of the Prime Minister, represented by its Executive Secretary, and USAID,
represented by its Director. A Memorandum of Understanding was developed,
which is attachment No. 2 to this Action Memo, and signed on March 30,
1983. On the basis of the understanding, a major redesign effort was
launched to develop the TAT programs for the Office of Coordination of the
Departmental Development Corporations (OCC) and the National Institute for
Municipal Development (INFOM). Improvement of implementation of the MTDF
component and of the organizational integration process was pursued
simultaneous to redesign.
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The redesign effort has been organized by the Project Manager and has
involved, related to the regionmal planning - OCC TAT Plan, the work of
Patricia Salinas, the current advisors - Ray Bromley and David Robinson,
and Larry Mann. Allan Austin worked on the municipal development - INFOM
TAT Plan. Both the OCC and INFOM have been intimately involved in
collaborative, collegial, and constant consultations at all stages from
conception to finalization. It is completely accurate to say that the TAT
Plans are their programs not something imposed on them.

At the same time as the redesign work, the integration of the PRODERIN's
and the corporations was completed. Taking the lead from the Memorandum
of Understanding, the Office of the Prime Minister appointed an
experienced Public Administration expert through an inter-institutional
personnel loan from the National Imstitute for Public Administration
(INAP) to assist in the process. Through trips to both locations, a
Supreme Decree was drafted and published on August 9 legally defining the
manner of integration and fixing target dates for submission of general
and specific plans and for commencing the actual integration. A
monitoring committee was formed consisting of the INAP consultant, several
OPM staff, and the Project Manager, which regularly met to review the
status of the integration process and identify necessary actions. It is
fair to say that it appears that in both Junin and Cajamarca integration
plans were developed which will provide for continuation of achievement of
the objective of strengthening the corporation's planning and
implementation capacities through the transfer of PRODERIN personnel and
the acceptance of project objectives as key to the work of the
corporations. The execution of these integration plans is experiencing
difficulties and will continue to be monitored.

Specific_Changes Undertaken:

a) Project Authorization Amendment No. 3 modifies the definition of the
Project. It adds the key words '"decentralized regional planning and
project implementation capability at the national, departmental and
municipal levels establishing a", to clarify that project activities,
except the Key Market Town Development Fund and the Rural Public Works
Fund, will be carried out at the national level, and in departments
other than Junin and Cajamarca, and with municipalities in other
departments than those two just cited.

b) Project Agreement Amendment No. 6 makes two significant changes.
First, the definition of the project is amended to allow project focus
to include work at the national and departmental levels, other tham
Junin and Cajamarca. The PACD is extended to December 31, 1985 in
order to allow sufficient time to implement all significant aspects of .
the revised program and to dicburse all compouents of the Project,
particularly the slow moving KMIDs.

¢) Annex 1 to the Project Agreement is deleted in its entirety and a new
version is substituted. Changes include:



(1)

(2)

(3)

(4)
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Departamental Development Corporations (DDC's) as opposed to the
defunct Departmental Decvelopment Commmittees are named as the
departmental institutions referred to throughout (beginning page
1).

The two national level institutions; OCC and INFOM are identified

as recipients and channels of the uewv TAT activities (page 1).

Project strategy is expanded to institutional strengthening at
the national, departmental, and municipal levels thkrough
improvements in planning and administration (page 2).

Project Elements - Institutional Strengthening (pp 2-4) includes
strengthening of national offices through provision of TA,
administrative support, and training. The prime objective of
strengthening OCC and INFOM is the improvement of their ability
to provide TA and training to DDC's and municipalities. Selected
other DDC's as well as those of Junin and Cajamarca will receive
support to strenthen regional planning and subproject development
and appraisal capacities. Expanded technical assistance is then

identified in specific terms 1in the form of 2 long-term advisors

in Cajamarca and Junin with expanded responsibilities to work in
neighboring departments, 1 long-term TA with the 0CC full time, 2
rotating TA working for short periods with DDC's identified by
the 0CC, and one long-term advisor working with INFOM.
Short-term TA would be a part of the program with both the 0CC
and INFOM. Training, research, manual publication, and limited
administrative support would also be provided to 0CC and the
INFOM., :

Project Elements - KMIDF (page 4) The fund is reduced in total
from $8 million to $5.65 million. The fund is renamed Key Market
Town Development Fund. Use of the Fund was clarified 1in
Implementation Letter No. 43.

Project Elements - Loan Techmical Assistance (pp 7-10) The loan
TA program of $2.454 willion (transfer from MIDF = $2.35 million;
residue from previous budget $104,000, some of which is
disbursed). The six areas of the program are identified.

Table I (pp 8-9) - The various specialties called for in the
program are presented.

TA to Departmental Corporations (page 10) - The role of advisors
in Junin and Cajamarca is described and the expansion of their
work to neighboring departments is described

TA to Municipalities (pp 10-11) The program's work with INFOM is
detailed.
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(10) TA to other Corporations and the OCC (pp 11-12) The program is
described for OCC and other corporatioms.
(11) The Project Financial Flan has been redesigned.

(12) Implementation Schedule (page 14) and Table III (pp 16-18) Frcm
September 1983, key implementation events are identified.

(13) Project Outputs and Targets (pp 14, 19) New program components
have been listed with existing components.

(14) Project Coordinating Unit A new coordinating unit is identified
and will include key OCC/Prime Minister's Officer, INFOM, DDC,
and AID representatives.

Timetable

As it stands now in the following is the timetable for beginning
implementation of the revised program:

a) November &, 1983 - Council of Ministers approved proyecto de ley
trangferring $2.35 million to the Presidencia del Consejo de Ministros
from the BANVIP,.

b) December 5, 1983 - PIO/T's for at least five of the six positions
approved and Regional Contracting Officer negotiates contracts.

¢) December 15, 1983 - USAID, PCM, and Credito Publico sign Amendment No.
3 to the Project Authorization and Amendment No. 6 to the Project
Agreement.

d) December 15, 1983 ~- February 15, 1984 - Advisors arrive t¢ begin
work. Training programs begin implementation.

e) Late December, 1983 - Law transferring capital signed and OCC and
INFOM budgets increased to use money under new project budget.
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SECTION 1

INTRODUC: 10N

In June 1979 the United States Agency for Internmational Development (USAID
and the Government of Peru (GOP) signed a~ agreement for an integrated
regional development project (527-0178). The project goal was to futher the
social economic development of selected s:iarra and high jungle areas of Peru
vith an emphasis on increasing employment and income opportunities in key
market tovns and surrounding rural areas.* The purpose of the project was to
strengthen decentralized planning capacit:, establish mechanisms for financing
priority subprojects in selected market tcuns and surrcunding rural areas, and
to provide technical assistance and training to municipalities. The first
project director in Csjamarca appointed in October 1980 and in Juain in
April 1981.

In March 1983 forty~five months after the project agreement was signed and
tnirty months after the first project director was appointed in Cajamarca, the
USAID mission in Lima, Peru requested an evaluation with two basic
objectives: 1) to assist the Mission aad GOP make key decisions on the
restructuring of the integrated regional cavelopment project based on the
lessons learned, and 2) to help the Mission decide upon and dcvclép its
strategy of future support of Peruvian decentralization efforts. To this end,
the evaluation concentrzted on (i) an anaiysis of Peruvian Government
Decentralization Policy and USAID options (Section 1); (b) an analysis of the
Integrated Regional Development Project's success in creating'cffective leocal
planniog capacity in Cajamarca and Junin, implementing rural works, market
town development and technical assistancs to municipalities (Section II) and;
(c) cost effectiveness and impact evaluations of rurai works projects in Junin

and Cajamarca (Section III).

*USAID committed $15,000,000 in loan funds and $1,570,000 in grant funds and
the GOP provided $6,500,000 in counterpart funds for a total of $23,070,000
for the IRD project.
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A. MAJOR EVALUATION FINDINGS AND RECOMMENDATIONS

Project Strengths

1. The project vas successful in helping develop and degin to
institutionalize local planning capacity in Cajamarca and Junin. The
Proderins* demonstratad the ability to assess community needs, set objectives,
devealop and design development plans, select works for prefeasibility studias,
progran and implement s rural works program and evaluate and leirn from their

experience.

2. The Proderin Cajamarca filled a vacuum in the departmental pianning
process, helped shape the dialogue about the departnap:'s development
alternatives, and helped prepare Cajamarca's new development corporation's
(CORDECAJ) first development plan for 1983-85. In February 1985, 6 staff
planners from the Proderin began to provide 50 of their time tc help staff

the corporation's planning office.

3. In contrast in Junin the INP (National Institute of Planninz) has played a
stronger role and has more actively coordinated the resources oi the Proderin
and the Corporation. Thus, PRODERIN plans have been more compl.mentary to
those of the INP and the Corporacion and integration of staff members from the
PRODERIN into other organizations has been slovwer. It is expecrad, for
example, that Proderin planners will join the Corporation and INP in the next

few months.

4. Plaps of both PRODERINs reflect good general assessments of the
characteristics and probiens of the Department. The plans identify key market
towns and their rural hinterlands, and micro regions within which strategic

investments aight be made.

*Acronym for the orgenizations created to implement the project in the
Departments of Junin and Cajamarca. Stands for "Project for In:agrated

Regional Development.”
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5. The Proderins developed the capacity to identify, prepare feasibility
studies of small scale rural infrastructure projects and to implement
construction of these projects by direct administration with high levels of
community participation and cost effectiveness. For example, in Cajamarca 24
road, bridge, reservoir and irrigation canal projects were identified,
fourteen were completed a~d ten are scheduled for completion by July 1983. 1Ia
all projects food for work was an important part of the community effort. 1In
Junin 18 of the 35 rural works projects selected have been completed. In none
of the projects was food for work a vital element to secure community

participation.

6. PRODERIN rural works projects in both departments are generating
significant benefits to rural households. Sufficient to justify the USAID and
host-country resources invested. Over B80Z of beneficiaries assessed PRODERIN
performance as good. PRODERIN has completed projects which were started and
abandoned by other organizations, especially ZOOPOP.

7. The PRODERIN is the only organization that invests in human resource
development as well as in infrastructure. This increases initial start-up
costs, but is essential for promoting sustained rural development. Individual
PRODERIN sub-project costs can be reduced over time by cumulative iavestments

in the same communities.

8. Significant regional differences exist for cost/efficiency comparisons of
rural works sub-projects. None of the four organizations whose works vere
compared (MERIS, PRODERIN, CORPORATIONS and COOPERACION POFULAR) has a clear
cost-efficiency advantage in both regions. The specific findings are as

follows:
8. PFor Irrigstions:

-~ MERIS was judged to have best quality design and construction; PRODERIN
was second. PRODERIN unit cost per hectare irrigatred and per family
benefitted were higher in Cajamarca. But in Junin, PRODERIN was thres timss
cheaper per fauily benefitted than MERIS.



b. For Roads:

-- In Cajamarca, CORDEC was judged to have best quality; PRODERIN was
socond. PRODERIN is most expensive, CORDEC next, and COOPOP cheapest.

-- 1n Junin, highest quality ie CORDEJ, lowest cost is PRODERIN (COOPOF
not applicable). .

c. Administration vs Contract

—Administration was dominant mode in both departments for all four

organizations.

Project Weaknesses

1. lnstitutionalization of capacity created is constrained by the status of
tha PRODERINs as autonomous organizations whose functions duplicate or cverl
with established departmental agencies. This haudicap may be overcome by
their integration into the Departmental Development Corporatiom, but will
rzquire careful negotiations and significant accommodations in attitudes and

procedures within the corporations.

2. Neither Proderin has developed a capacity to carry out market town
development projects. Although market town investments made up 37X of
Proderin Cajamarca's investment budget, the utilization of the fund was not
perceived as a priority until June 1982, twenty one months after the first

project director was named.

3. Once the market town fund became a priority, Proderin Cajamarca did not
adjust its organizational structure to accommodate the strategy change. As
March 1983, only one of eight community organizers were assigned to the fund
and ino the works division there were no sanitary or electrical engineers,

(professionals who are critical to the design or design review of water and

electricity feasibility studies).
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In contrast, in Junin the organization readjusted its organizational ltructurc'
to try to implement the market town projects. Two of its four promoters and
its director took responsibility for promotion of the aarket town projects.
Unfortunately, PRODERIN Junin has had little success with its market towm

projects.

4. Use of the market town fund is difficult because (1) it was not accurately
defined in the Spanish version of the Project Agreement (Coanvenio);

(2) many of the key decisions regarding the fund iie in the hands of
organizations other than the Progerin; (3) the Housing Bank has not
functioned as an effective intermediary; (4) the ability of Municipalities to

borrov Central Government funds is unclear.

5. The Proderins made little use of their resources to develop municipal
technical assistance and training. Initiatives ia these areas are not related
consistently to the depsrtmental plans and, municipalities are not identified
as strategic elements of the overall plan. Scme progress is being made in
Junin in providing the basis for increases in municipal revenuve through
inproved property tax collection and the application of user fees. It is too
early to tell what impact these efforts will have.

6. The PRODERINs had little substantial impact on other Departumental
organizations. In Cajamarca key managers in the corporation, INP and several
municipalities have neutral or negative impressions of the Proderin's capacity
particularly in areas other than planning and rural works. “In contrast in
Junin, INP and Corporation officials had mildly positive impressions of
Proderin 'work but said that up to this time the Proderin's had little actual

impact on their organizations.

7. The integration of the Proderin's into the Departmental Development
Corporations, as required by law, raises serious problems for morale and for
the preservation of some of their distinctive aspects. General conflicts
revolve around the strategy (small scale rural works, market town development,

and aunicipal technical assistance);
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and the issues related to organizational autonomy such as: control of project
selection studies works and day to day financial and adainiscrative
operations. Specific administrative conflicts involve: unclear rules of the
game about financial procedures, wage and salary policy, tha right to hire and
fire employees, and corporation control of the project and study approval
process. On the one hand, complete autonomy for the project is impossible
under the corporation law and undesirable from the point of view of
integration. On the other hand, corporation oversight must be flexible enough

not to paralyze project operationse.

8. In Junin, integration plans Appear to provide sufficient autonomy, at
laast initially, for the Proderin to complete its work. In contrast, in
Cajamarca a wmore conflictive atmosphere is apparent and operating autonomy
gufficient to complete the Proderin's work is in doubt. In both situations
the differences in Proderin and Corporation salary scales for top executives
and engineefs is a source of continuing friction, which must be resolved.

Projecr Recommendations

1. Subject to GOP renewed commitment to provide counterpart financing, extend
the Project Agreement to July 1985 to allow the Proderins in Junin and
Cujan‘rca to complete their on-going sub~projsct work and to further
institutionalize their most important features within the Departmental
Corporations and INP offices. These features have been: the development of
planning capacity at the departmental level, the linkage betveen planning and
investment decisions, the development of study capacity and the ability to
build small scale infrastructural works which link rural areas to key market

towns.

2. Support‘:he mixed model for integration of the Proderins into the
Departmental Corporations with the functions and calendar specified in Exhibit
8 and Part 1IIA of the report. The nix;d podel for merger provides for
uniform procedures, adequate oversight, but sufficient Proderin flexibility to

complete its work.
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It also merges sufficlent administrative functions to provide good economies

of scale for both organizations. :

3. Should key managers froa the Proderin in Junin or Cajamarca tc zppointed
to key management poaitions in the corporation, it might De feasible to move
to the fully integrated model described inm Exhibit 8 and in Part 1IIA of the
report. Without such a fusion of the top management structure, & fully

integrated model might for 1985 and 1984 endanger the institutionalization of
many of the unique features of the Proderin eff-rt which have been developed

up to this time.

4. The human resource investment element of Proderin activity is a basic part
of the IRD Project concept. Care should be exernised to insure it is retained

and institutionalized in the merger of the Proderins into the development

corporations.

5. Encourage use of community leaders as para-technicians in promotion and

training activities to lower costs, increase sub-project vclume and improve

public relations.

6. The object of the Market Towﬁ loan component of the project was to
establish a mechanism for financing and executing priority sub-projects with
anticipated major impacts in priority Market Towns. This objective has not
been achieved and will not be achieved under existing arrangements. The

following alternative approach should be tried on a trial basis:

a. Form an inter-institutional working group in esch department to make

loan dccisions.*. The committee would consist of representatives of:

*The details of this model must be developed on the basis of further study.
Two points are especially important:

(1) the acceptability of municipalities to be recipients of losns must be
resolved;

(2) measures must be taken to insure that the underlying concept of Market
Town Development is integrated into loan criteria and understood by all

parties to the agreament.



- Housing Bank (or other fiuancial intermediary such ai the National
Bank)

- The Development Corporation (Programning Departuﬁnt)

- Departuental office of the National Planning Institute
(Micro-Regicual Planning Division)

- A Departmentsl representative of the Municipal Development Institute

- The Mayor of the Municipality in vhich the sub-project is to be

located.

b. The Committee would (1) make the initial decision, based on staff
recommendation, to contract for technical atudies and (2) make the final
decision on loan approval based on fensibility studies and staff
recommendation. The Commit:tee would receive staff support from personnel
transferred to the Development Corporation from the studies and projects
divisions of the Proderins. In each Department these groups vould be assisted
by technical advisors familiar with the Market Town concept and with methods
of identifying and analyzing the gocio-economic feasibility of the proposed
{nvestments. Other nacessary technical studies and construction work, unless

within the Corporation's capacity, would be contracted.

Ce. end the Project Agreement to clarify the Key Market Town concept and
purposse and to further define the model to change the selection emphasis for
markat town sub-projects from purely social infrastructure like potable uater
or residential electricity, to those vith more direct ecounomic impact like:
markets, slaughterhouses and refrigeration facilities.

7. Continue to provide long and short term regional planning technical
assistance to both the Corporation and INP Offices in Junin and Cajamarca to
facilitate the Interation into these organizations of the Proderin plenning



and implementation methods and concepts. A Senior Technical Advisor should be
assigned at the National level to assist this and to facilitate the revised
approach to implementing the Market Town loan fund described above.

B. SUMMARY CONCLUSIONS ON PERUVIAN GOVERNMENT DECENTRALIZATION POLICY

1. As outliped in Section II of the report, decentralization has historically
been a major consideration in Peru. Current government policy is heavily
influenced by this past history. One manifestation of this is the rather
cautious approach being taken with regard to the type and degree of

decentralization which is occurring.

2. The present policy distinguishes between decentralization to regional
levels which is primarily economic in character, and decentralization to
municipal levels which is primarily socio-political i{n character. This
presents problems in terms of rationmalizing developmental assistance intended

to have maximuz impact at both levels.

3. Despite the government's cautious approach te dacentralization, and its
highly political aspects, it must be taken into account in formulating a new
Migsion country assistance strategy. Because of its importance to Peruvian
national development and the conflueace of U.S. and GOP policy intersst with
respect to decentralization, it warrants c3osideration as a major thrust of
USAID's overall program. No other major donor appeiars to be significantly
involved in this area. If the USAID should choose to make decentralization a
ma jor thrust of its country development strategy, it should do so with the
clear recognition that it will comstitute a long teri'undertaking containing a
heavy commitment to technical assistance for imstitutional development. The
first step would be a policy dialogue to clarify tha ambiguities and resolve

the contradictions in current government policy.

4. The USAID should also:
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a. Considar technical assistance to other departments but conditioned on (1)
a clear and strong expression of GOP interest at the National and Departmental
levels; (2) the ability to find qualified advisors, skilled in the subject
ares and the technical adviacry role, who are willing to reinforce and build
upon the work already done; (3) a build-up of USAID technical and
administracive support capability.

b. Summarize the results of studies on various aspects of Municipal
Development completed by the project and nake them available to the "Mixed
Commission” organized to recomnend transfer of functions and resources to

local Governsents.

c. Consider providing short ternm technical advisory support to the commission
and one senior long-term Technical Advisor to INFOHM, if requested.

d. Plan any further assistance on the bagis of experience in using the nevw
mechanisa for implementing the Market Town development fund proposed above,
and a clarification of GOP decentrnlizaiion policy as reflected by GOP

decisions on regioumal organization and the transfer of functious and Tesources

to local governmer.ts.



SECTION 1l

ANALYSIS OF PERUVIAN GOVERNMENT DECENTRALIZATION POLICY AND USAID OPTIONS

This section incorporates the report of Patricia Wilson Salinas, wvhich
appears as an Annex II-l. It thus bridges the area of policy analysis - in
the broadest possible context == with that of the main stratasgic alternatives
that US/AID in Peru should be considering. That in turn provides a basis for
judgments, later om, about the IRD Project specifics.

The breadth of the approach is predicated on the observation that the
subject of "decentralizstion” has somstimes been subject to a renarkabdle
degree of misinterpretation. The sources of such misunderstanding are to be
found in ovetiy parrov and shortaighted views of what this suhiect embraces
and can mean in a nation such as Peru. Thus, both to avoid u...uea nsivete and
to escape the curse of repeating history's errors, a wide parapective is taken

as a point of departure.

The Meaniog of "Decentralization”

Since the rise of the first human civilizatious, a key problem has been
how to organize enduring multi-purpose activities in a society's territory.
From the unstable systems of city states onvard to the intermittant empires
(episodic, except where s dependable means of transportation and communication
could be developed),the delimma of centralizing vs. decentralizing has

preoccupied much of human history.

The subject should be well enough understood by now for thers to be
agreement that ve are discussing at least the following distinct kinds of

change in “centralizution-decen:rnliz:t@on':**

a. Relocation of some powers in physical space, moving them to or from a

central point or aresa;



b. Relocation of some funds in physical space, moving them to or from a

central point or area;

c. Relocation of soms activities in physical space moving thea to or from

a central point or area;

d. Relocation of some powers within an organizatioa or among
organizations moving them to or from a cesntral point or position;

e. Relocation of some Zfunds in physical space, moving thea to or from a

central organizational position;

f. Relocation of activities within an organization or among an array of

organizations moving them to or from a central position.

Note that each of these is reasonably independent—except that it is
easier to move "powers” (on paper) than to move funds and still hard to obtain
aovement of activities in the short run--yet it is possible to have
centralized powers, or funds with decentralized activities, and vice versa.
Similsarly, one can centralize institutionally while decentralizing physically,

and vice versa. Thus "decentralization” becomes a more complex subject than

it may seem at first.

*#The distinctions here go beyond the current usage in Peruvisn professional
discussion, that between "deconcentration” (as the spreading out of activity,
without accompanying authority) vs. “decentralization” (as extending both
activity and authority or autonomy). This distinction is better understood in
terms of the more complete schene provided heres.



The project under evaluation involves aspects of each of the kinds of
potential decentralization discussed above. It also includes some limited
forns of centralization, eg., to the key market towns within a rural
hinterland. It thus is best understood in the context of regional
decentralization movements, which internaticnally and historically have had
similar mixes of decentralization and centralization. (See Chart I.)

Decentrallzation policy should be oriented toward finding an optimal
degree of decentralizationm. And, in regional decentralization approachas, ve

shall be looking for optima in each of the several kinds of possible
decentralization (physical, institutional, and of powers, of funds, and of
activities.) The ends sought in estimating such an optimum are certainly not
limited to the economic, and it will be necessary to be as precise as possible
about what other objectives are in play. There is little room for absolutisnm
in this matter: optimal decentralization will depend upon the nation and the
time. On the other hand, the subject is important enough that ways to
estimate the appropriate optima are necessary. The starting point should be

trade-off economic analysis already under way.

The above considerations provide something of a summary of the general
question of decentralization. They will be considered again in » later
section. Pirst, however, we need to be much clearer about the specific

Peruvian experience with decentralization and policy related to it.

A. HISTORICAL BACKGROUND

Peru has some unique attributes as an instance of the
centralism-decentralism issue. These attributes should be clearly in mind

when policy on this area is considered.

The most obvious uniqueness lies in Peru's pre-hispanic cultural

tradition. The early stages vere a version of the basic altermation of



city-state vs. empire. We know very little about this period which has no
direct impact on the present. However, the Incaic empire is both relevant and

a matter of some knowledge.

The Incas had a remarkable approach to the question of physical or
spatial centralization-decentralization. The government was of course highly

centralized, but it was organized not by sectors but by geographic areas.

There were just four "ministers” one for each of the main points of the
compass. Each "minister” had "councelors”, but there were twice as many of
these for the North and the South, as for the East and West—indicating a
basic spatial prioritization. While sectoral governance was absent at the
center (El Cuzco), there was evidence of such a breakdown at the subregional
level, where apunchic were in charge of police functions and public works
construction and tucuy ricoc (supervisors)-vere responsible for the civil and

criminal justice functions, as well as for public works iuspection. Moreover,

at the local level "mayors” (Curaca or aylluca, depending on the size of

place) had considerble decentralized autonomy-——though subject to the

inspection by tucuy ricoc. 1f found grossly incompetent, “mayors” were

banished to be herdsmen in the region of Titicaca. Each locality had an

ietitutionalized "Second Person” against just such a contigency.

The traditional past is important in Peru. This brief note on Incaic
spatial organization may be of some marginal use in getting across some points

regarding decentralization policy with persons who share this tradition.*

The Spanish Colonial Tradition
The centralism of colonial administrations generally is well known. The

Spanish in Peru were here initially to get as much gold and silver out of the
country as possible, as quickly as feasible. Lima was the port. Everything

*1t is what every Peruvian schoolchild is expected to know. See the textbook
by José Antonio del Busto D., Peru Incaico, Lima, LibrerS§a Studium (Fourth
Edition), 1982.




vas concentrated there: colonial administration, Church, army, etc. In time,
however, the transition to other kinda of activities led to a
shifting of some foci of activity elsewnere.

Most importantly, as extractive mining developed, the whole South of
Peru was united for ndniniet:aiion to what is now Bolivia. This separation
was later reinforced by the development of wool exports. Then Peru had no
integral identity as a colony, and its regional differentiaticn was not
articulated because of the particular necessities of the colonial

adainistration.

Peruvien National Higtory: 'Egsht Critical Points of Decentralization®

First, vhen independence came in the early 1820's, there was an initial
failure to attain coherent political allisnces. By inertia apparently, the
nev nation chose a gset of areas that had been in use by the Spanish viceroy:
'departuentl"(obviously Napoleonic in origin), in addition to the provinces
and districts that were more traditional in Spanish colonial administration.
There was danger that the nation might aot "hold together” initially as
quasi~feudal "caudillos”™ struggled for power in various parts of the
territory. The practice of "earmarking”™ taxes for Departments, provinces and
districts began early.

Second, at the end of the lost war with Chile in 1884, there was a more
serious danger that the nation would split into a series of Central American
style countries. These tendencies were reinforced by the development of three

export “vectors” focusing on Arequipa, Lima, and Trujillo

Third, the emergence of the Departmantal Boards (Juntas) under the

*This entire section makes use of the chapter summary, plus direct reference
to the full historical bibliography cited in Gregory Schaidt,
“Center~Pe.iphery Relations in Peru,” (approximate title), Ph. D. dissertation

in process, Cornell University, 1983.



“Aristocratic Republics” (1885-1919) wvas a concession to provincial interests
that may have preserved pational integration. However, these Juntas
chartanzntales vere controlled by the power structure from each Departaent,
and their power to drav monies form locally-collected excise taxea and to
function as local patronage machines is generally agreed to have beaan more
negptive thap positive. A serious problem vas the loss of control by the
central govarnmeut over what turned out to be & very large proportion of the
aational budget. This was exacerbated by a private tax collaction firm, that
sometines dietributed funds to areas or sectors directly. At the end of this
period, the first balanced approach to decentralization in a centralized
nation sppeared, in the proposals of Victor Andres Balaunde. This took the
form of electoral reform that {ncreased the power of the middle class in the
provinces, at the expense of the landlords, but still with the locally

earnarked taxes to “jubricate” the system.

Fourth, at the onset of the 1930's, rival capital cities were set up in
Cuzco, Axequipa,'and Piura, after the overthro: Jf lLeguia's totalitariasn
"onceio” regime — which among other things had finally abolished the
Departmental Development Boards. The breakup of the nation was averted by the

formation of a provisional junta which called for elections.

Fifcth, the "Decentralists” from Arequipa and elsevhere dominated the
drafting of the 1932 constitution, which gave overwhelming pover to the
legislative branch. More in keeping with their agenda, the “Decentralists”
put into the constitution a provision for popdllrly elected Departmental
Councils, which were to be financed by locally-collected taxes and to have
authority to organize and coordinate most of the activities of state
agencies. The provisions of the new constitution were not implemented mainly
because of fear thzi 0o many of the Departmental Councils would ba controlled
by APRA, which had just appeared as a very serious factor on the nstional
political spectruz. The financial crisis of the 1930's wss also a factor, for
a very high proportinn of the national budget would have passed to local

control.



Sixth, APRA provoked the next crisis in the "decentralization”™ issue in
1945 by having passed in Congress a msasure to set up "Provisional Municipal
Boards” to govern the provinces and districts until the next municipal
election. These Boards were used as sn important pover base in efforts to
control all kinds of central government sctivities. Thig crisis was averted
by the coming to power of Odria and his totalitarian “Ochenario”.

Seventh, in the late 1950's, the Departmental Development Corporatiouns
vere created, simultaneously with the Departamental Public Works Boards
(funded by the National Economic Developaent Fund). These becane effectively
controlled by provincial influentials, with pational level approvals being
largely liuited to technical considerations. 7These measures vere advanced by
Prado largely because of the serioue challenge posed by the them young
~decentralist”, Belaunde Terry, in his losing 1956 electoral campaign. When
Belaunde came to power with military help after the “"tie” in the 1962 election
(in which there was a headlong escallation of decentralist thetoric), he
pushed his decentralization platform even further, though giving soume
countering ‘central emphasis through the new National Flanning System and
budgctini. (These administrative Teforms were advanced by the military during
the 1962 inter-regnum). The provincial influentials controlled all projects
except those funded by international assistance. Hilitiry intervention in
1968 was precipitated by “civilian paralysis”™ and by an impatience for
significant reforms to be implemented — the 1962 standoff betveen APRA and
AP, with each promising to decentralize more, being symtomatic.*

Finally, the present "decentralization thrust” came from the 1979
constitution, at the end of the two-stage military regime. (In the second
stage the decentralist ORDES, and what bacame the PRODERINS, were promoted).
This calls for Regional Governments, Departmental Development

$See ailsc the Treatmeut of ¢ two most recent "cricical points” in Annex II-1
to this report, by Dr. Patricis Wilson Salinas.
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Corporations, and Municipalities all with considerably increased povers and
resources. The constitutico provides that the elected administration 1s to
draft legislation in each area for approval by congress uvader very strict
rules. The second Belaunde government is proceeding with considerable
caution, and some (calculated?) ambiguity and seeming contradiction-—perhaps

with a knowledge of the history just sketched.

B. CURRENT PERUVIAN DECENTRALIZATION POLICY*

As alroady suggested, the Belaunde government is understandably
searching for a workable mix of decantralizing policies, but with enough
central control so that it will all work =—— economically, socially, and
politically. They are understandably cautious, for they have been there
before. And, since Accién Popular comprises 8 very wide swath of the Peruvian
polity, there.are pnaturally differences pf opinion, or at lsast of emphasis,
ou the specifice of decentralization. Their struggle should be seen as a kind
of dialectic: strong theses will be advanced, these will be challenged with

positions of comparable strength, and some kind of a settlement will emerge.

* More broadly, APRA and IU also have difficult positions to take on the
matter of decentralization. These become more difficult in the specifics.
Each of the parties is by now wary of the decentralization issue, for it is
historically replete with unanticipated consequences. It is 1ikely that each
party will state a rather vague position on regional government and further
reform of the municipalities —— except that the opposition parties will get
maximunm mileage out of the failure to ¢ he government to do more, faster.

Hha; ig gure is that there is an issue in decentralization. And since
politics is the art of agitating and settling issues, we may be sure that the
discussion of decentralization will be highly political.

Most important in the short run is not partisan politics but rather
politics internal to the AP party and administrative politics internal to the
government. (Partisan politics becomes more relevant in the section balow
that attempts to project decentralization policy into the future).

For a fuller discussion of this policy analysis, vith a different
eaphasis, see Annex II-1, by Dr. Patricia Wilson Salinas.



thnical Decentralization and Decentralization of Authority

Peruvian policy on decentralization in the Second Belaunde
administration seems contradictory to a anumber of observers. Others suspect

it of baing merely rhetorical.

On the one hand, we have the long tradition of proposals to provide
access and benefits to the “forgotten™ people and towns, the development of
regional institutions, and the thrust of major "frontier” works such as the
Marginal Highway. On the other hand, we see hesitation and delay in
implementing the constitutional provisions for the several decentralist
initiatives. And, when a law, such as that of the Departasntal Corporations
does come out, and those suntities are in due course actually created, there
are delays in transferring full and dependable funding to them. There
certainly is no haste in transferring autonomy and rssources sither to the

Departmental Corporations or to the municipalities.

This paradox is probably best understood in terms of the distinction
betveen the physical transfer of activities, which the government is clearly
in favor oZ, and the physical (lpat}al) transfer of power or suthority, about
vhich the govcrnnoﬁt has learned to be cautious, and which is delayed by lack
of funds. The idea of transferring activities within an organization without
taking the risk of transferring authority is also attractive.

The Twin Thrusts of Current Decentralization Policy

Wﬁen asked about municipal policy during a discussion of regional
decentralization policy, a number of representatives of the present govermment
responded with an expression that the two matters are entirely distinct.

Since they are not obviously separate to. an outsider, ve should break down the
line of policy thinking that makes them appear to be so within the Second
Belaunde administration. '

Regions and Departmants are seen as extensions of national econcmic
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policy down to those levels. (If the Regional Governments Plan 1s
igplemented, the Departmental Development Corporations will be consolidated at
the Regional level; for now, only the Departments have legal reality).
Accordingly, much of the planning and other decision-making is concerned with
investment criteria for public.vorks- 1f the legislative powers of the
Reglon«. Governments are implemented, there will also be limited taxing powers
and some other discretions. But there will also be very firm cenmt:i.i control
in economic planning, as part of the National Planning System, down through
the macro-regions (much larger than the proposed Regions of governance),

through micro-regions, and provinces. (See excerpt from Decree 008, Annex

11-2).

There is certainly a political dimension teo decentralization to
Regional Governments and to Departmental Development Corporations as well.
. The next clcétion, aud later ones, will surely be influenced by the amounts
and ways that resources are distributed to these areas. Yet much of the
planning and other decision making will be centered on investment criteria,

and ve should speak of decentralization policy vis-a-vis these intermediate

areas of the national territory as being characterized by golitical economy.

Municipalities, on the other hand, are seen as painly an extension of
social policy.* with important electoral and other political consegquences.
The thrust of government decentralization policy to the municipalities must be

geen as socio=-political in nature, closely allied to and perhaps in time

supplanting the somewhat oore obviously partisan "Cooperation Popular”
apparatuli Accordingly, the emphasis in decision making about
decentralization to the municipalities 1is based on moving many of apparent
activities (the attributions in the law of sunicipalities), and a number of
apparent powers, but without ever actually transferring massive financial
resources that will be needed for s more overriding national economic
strategy. What is intended in the municipal decentralization strategy, it
would appear, is to generate enough activity to stimulate somewhat more
participation in the activities of localities, and to seen to be doing quite a
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lot for the municipalities for purposes of electoral politics.

Thus, if implemented as part of the government's municipal
decentralization strategy, it cannot be anticipated that the econoaic
infrastructure for the develophent of key market towns would be located where
they needs to be, of the kind that it should be, and with broader economic

dcvilopncn: considerations in mind.

Prospects for an Articulate Synthesis of Decentralization Policy

The policy=-lines for Regional Departmental decentralization vs.
Municipal decentralization are so divided that there is no automatic way that
they couid be easily brought into a single, coherent policy thrust. The
current government is going to need a strong iaput of subtle help, even
urging, 1f it is to arrive at such a line of thought and action prior to the
paralyzing climate that must be anticipated when the 1985 presidential
election campaign gets underway. And, as argued below, it is very much to
US/AID's interest that such an articulate synthesis of dicentralization policy
be developed.

As a general concept, it appears that the most promising line of such

assistance and urging will be some kind of comstruct of "economically

strategic municipalities”, within regions and smaller microregions. This

would provide a way of concentrating upon just those municipalities that do
have key economic roles to play in the larger geographic zones and,
ultimately, in the nation itself. We will return to this idea with more

specifics below.

#See Section II E. for further background on Peruvian municipal developament
history and policy.



Pogitions of Opposition Parties

As discussed above, both APRA and IU are comaitted to some kind of
decentralization policy. Part of this is ideological, stemming from the
marxist dictate about "ninimizing the difference between the city and
thecountryside” and naturally part of it is simply opportunistic. Any
opposition party can profit by criticizing a party in povwer for failure to pay
enough attention to persons in remote locations -—gince no government will
ever be able to do enough for them. : However, the political rhetoric about
decentralization has been maintained at such a high level since the 1962
election that no party is likely to have any overvwhelmingly different position
on the subject from any other -~ at least of the major parties. So for the
short run, the positions of the opposition parties are likely to be of very
linited relevance to the policy outcomss on the immediate decentralization

igsues. There are some necessary qualifications to this judement, to which we

now turn.

Short Run Prognosis on Decentralization Policy

The general expectation is that the Regional Governoments Plan will not
be approved by the Congress this year. This is the anticipation at the
highest and intermediate levels of the government itself. However, there

could conceivably be a surprise.

The Constituctional terms stipulate that, if the Congress does not vote
to reject the government's proposed Regional Governments Plam, it will
automatically become law. The prediction is that the AP party would support
the program, with only a minimal number of defections due to vhich Departments
are joined or separated into the dozen regions. None of the other parties is
prepared to oppose the legislation, or 8o it now seems. So the voting might
be along locational rather than partisan lines in the opposition parties. It
is quite conceivable that the congress, under these circumstances, might

become paralyzed and fail to act on the Plan. And it is barely conceivable



that, 1if the matter did come to a vote, s solid vots in favor would carry the
measure over the tegionally-split opposition vote. The probability of a
inertial solution to the matter is enhanced by the recent announceament of the
Chairman of the Senate Coumittee on the measure that he was in favor of having
a national plebiscite on the Plan, noting that Article 264 of the Constitution
stipulates that “it will be the people who will decide their government
through their vote.” (Domingo Ramirez Angeles in El Comercio, March 21,

1983). A plebiscite would not be determinate, of course, but it would get a
lot of AP (and other) legislators "off the hook"™ with local comstituents,
allowing them to vote in favor of the law——or more likely to let it pass on
the basis that "the people have spoken.” (It is unlikely that the
regionalization would actually be voted down in a national advisory
plebiscite, given that the overvhelming Lima vote would be quite indiffsreat
to the localistic squabbles about boundaries.) If thcfc appear sone matters
of substance on the matter of the "Plan Nacional de Regionalizacién"--other
than that of boundary disputes—-the outlook might change. If not, Peru might
just night surprise itself with a new Regional Goverament structi ~e.

Even if that were to happen, the impact would be minimal on the kinds
of decentralization of public works now found in the Departmental
Corporations. - There would be major adjustments of consolidating these, but
that would not be so0 difficult now as it would be a few years from nov when

each Corporation will have built up its Departmental constituency.

C. PROJECTION OF LONGER RANGE DECENTRALIZATION POLICY IN PERU

It is of course very hazardous to predict a matter of this complexity.
However, the historical analysis above and what understanding we have been
abls to attain about the current and near—-future situation, does seem to
provide some basis for a fairly confident forcast about the next couple of
decades in Peru. This confidence is buttressed by the following analysis,

zade nearly a decade ago, by an expert who had been in Peru almost a decade



before that, about the degree of decentralization in Peru:

“The Western liberal...tradition have been hostile toward centralized
bureaucratic power -- seen as profoundly dangerous for human freedom.
And Marxist-Leninist thought is strongly opposed to decentralizatiom,
which may permit enemies of the revolutional party to capture power
within decentralized units while permitting excessive influence of
market forces on product mix and income distribution decisions.

Elements of this ideological struggle are present in the Peruvian
process. In a decentralized system, capitalism 1is likely to swamp
socialist like initiatives or at best reduce them to offshoots of
capitalism which serve as barriers to propagating socialist values. A
highly decentralized system of self-managed firms operating in a
pluralistic economy is likely to mean that the distribution of income,
and thus “voting power” in the market for goods and services, will be

very inequitably distributed in Peru for some years to come.

"This fact may justify the decision to maintain considerable elements
of central planning and control as well as strong economic support by
the state, at least in the early stages of implementation. But when a
market is permitted to develop, the existing distribution of income
becomes a factor influencing how much and what is produced and who
consumes how much of what. Direct government measures beyond the
creation of (cooperatives) are likely to be necesssry if production aad
consumption are to be in accord with the social necessities and a
market retained”.

“The problem here, of course, is avoiding the creatiom of an
all-powerful centralized bureaucracy that might develop its own class
interests and in turn stand as a barrier to a greater degree of
autonomy or a more just distribution cf income in the future. Peruvian
policy makers may eventually decide to decentralize some of the

financial decigions ... by creating regional ... funds receiving a
percentage of the resources flowing to the (cooperative sector).

Investments approved at the regional level could be required to be
consistent with national and regional development plans. Such a scheme

might have the political advantage of securing greater popular support
at the grass roots, since most provincial Peruvians distrust Lima

bureaucracies. At the same time it would guard against the more purely
economic pitfzlls of bureaucratic myopia at the center.”*

(In the above quotation, the term "social-property” has been rendered

"cooperative” to avoid the archaic tome of program-jargon from the early

1970s.)



Decentralization policy in Peru is likely to be an enduring issue, and
one with generally predictable attributes. These are as follows:

1. Both of the major political forces are going to want to follow
though on decentralist policies implied by the 1979 Constitution, not much

more and not much less.

2. Neither the right por the extreme left are going to be in any
position to block decentralist initiatives by the "left center” (the
consensual area presently ascribed to by most of AP and most of APRA).

3. The military will not intervene over qu@ations of decentralization

policy that fall within the general scope of the 1979 Constitution.

4. The interasting quistionl of decentralization policy are going to
be the details e.g., (a) the extent of the National Planning Institute's role,
(b) the extent to which the powers of the Regional Governments will be '
real(wvhen these are pu:. into action, as they probably will be just before or
after the next presidential elaoction), (c) the extent to which different
classes of municipalities are given significant amounts of resources and ara

actually allowed to take over the functions that have been attributed to thenm,
as modified by pending legislation.

5. The two center parties are going to jockey for position on the
basis of these details over the next two decades. But they will generally
checkmate each other so that policy will be generally constant.

*Source: P.T. Knight, "New Forms of Economic Organization in Peru,” in A.F.
Lowenthal, The Peruvian Experiment, Princeton University press, 1975.




6. The international assistance agencies that are interested in this
question could have a significant role in the policy=—outcomes of these details
of decentralization policy, in what really results from it, of what of all
that is promised actually gets implemented. (Note the impact of international
assistance in the First Belaunhc administration's decentralization efforts,
above, at the effective onset of the current decentralizationm
policy-consensus.) This will take place in part by the terms of the financial
assistance provided for projecte across a wide range of sectors and, more
indirectly, through the kinds of technical assistance provided in the specific

area of decentralization--especially in the details.

D. OPTIONS FOR INTERNATIONAL ASSISTANCE

If the international assistance agencies have a crucial role to play in
wvorking out tﬁe policy-outcomes of decentralization in Peru, as argued above,

what are the options?

None of the major donors presently appears to have an assistance
strategy directly tied to the Peruvian government's decentralization
policies. If further fact-finding substantiates this AID would be in a
position to move unimpeded into a vacuum. The impact of making
decentralization the core of USAID's country assistance strategy in such

conditions could be substantive.

US/AID has been effective accross a wide range of programs and projects
in Peru, recovering rather nicely from the difficult period of the mid- and
late~1970's. Underway or planned are an array of undertakings in agriculturas
(agricultural intensification, including water and land use in the Sierra,
s0ils conservation, and research-extension-education; rural development
support, including (besides the project under evaluation) the small
hydroelectric power development, land use inventory and environmental
planning, agricultural policy and planning; and the high jungle expansion



initiatives, including the subtropical soils and lands, the intersectoral area
development in Upper Huallaga, and the Central Selva resource management.)
There is a comparable thrust of activity in the housing, shelter and urban
_sector, centering on PL 480 funds. This entire package with modifications
could be directly supportive of decentralization if put in the proper

strategic context.

WHY US/AID PERU MAY BE INTERESTED IN A DECENTRALIZATION STRATEGY

The legitimate interests of the "assistance”™ miesion of one country to
another have to reside in the area of mutual self-interest shared by the
countries. It i{s in this context that policy dialogues on institution
building and technology transfer, as well as the role of private sector

activity may be carried out.

These considerations are wrapped up in questions about the general
development of democratic values and modern approaches. Development also
means increased ability of people in a territory to communicate with one
another, implying the articulation of a space economy and its related
demography. As suggested above, decentralized approaches are compatible with
the selection of market solutions to problems of ecomomic production and
distribution, and both the United States and the Peruvian governmeant believe
private enterprise solutions will be beneficial to Peru. The United States is
ligitinately interested in minimizing the turbulence that Peru has sometimes
suffered, and promoting a stable climate in development can occur.

Decentralization, in the middle range, is almost surely a more promising
strategy thaun any other to enhance somes reasonable measure of tranquility.

WHAT US/AID SHOULD SEEK IN DECENTRALIZATION

The United States, through US/AID should want to promote
politic~economic rationalization of Peru at the regional and municipal levels



in keeping with the common interests of the two nations. Similarly,
socio-political participation at the municipal level is desirable for the sans
reasons: such participation has had positive benefits in the U.S. and there

- 4{s reason to believe that these same kinds of benefits would accrue in Peru if
such participation were developed well. And, since the municipalities cover
every square metre of Peru's national territory, a combined regional-econonic
and municipal-social decentralization policy is really a vay of getting at the
substance of almost any kind of activity that might be desirable to encourage
for one reason or another. (All prograas and projects ultimately do have to
be anchored in terrestrial space.) The rationalizativn of the locations of
projects, through a reasoned decentralization policy, practically defines the
articulation of a nation's national territory -— since the rationalization 1is

based on a criterion of “"optimal decentralization,” as discussed above. Thir
seans that US/AID should be interested in Peruvian decentralization up to that
point at which it becomes too costly in terms of current expenditures or
oppo;tunity costs for economic development. And to assure that the
rationalization referred to is real, and that the decentralization not go
unacceptably beyond the "trade-off” point just indicated, US/AID should be
interested in having a strong national planning system to guide, and

occasionally to regulate, the pace and direction of decentralization.

It is striking that the interests of US/AID are remarkeably congurent
with what has been identified above as the central comsensus about
decentralization in Peru since 1962 or even 1956. It appears this common

interest will extend well into the next two decades.

1f, in addition, it is correct that decentralization would provide a
coherent organizing paradigm for almost everything that US/AID should want to
be doing in Peru, it may have something to oifer as a focus for the new

Country Developmant Strategy Statement. . We believe that may be the case.



PREVIEW OF US/AID STRATEGY ACCORDING TO THE DECENTRALIZATION PARADIGM

A somsvhat more specific view of what might bs involved in fleshing out
such a strategy, based on a decentralizatiou focus, should be suggested. In
the first place, there would need to be some basic studies financed, along

with soms high lavel technical assistance, to help the Peruvians to sort out
and come to a greater common agreement on just what their policy is going to
be about for the next yesar or two. This input would need to be in two
places. The National Planning Institute and the office of the Executive
Sacretary to the Prims Minister. One is technical and the other more
political, but it would be a great error either to meglect one for the other
or to assume that there is more conflict betweer the two offices than there

really iz.

The second line of action would be to provide information on
practically all programs and projects through these ofiices, even thosa that
seen initially to involve only sectoral ministries. To the maximum extent
possible, all programs and projects should be worked out specifically along
the ladder of spatial areas in usa by these two agencies: besides the
conventional sectors, the macro-regions, regions, micro-regions and Provinces
of INP and the more political areas of Departments, Provinces and District
municipalities of the Primer Minister's dependencies, the Corporations and the
Institute of Municipal Development (INFOM). Programs and projects be
identified by both specific area and specific sector.

AID should expect to spread its influence (albeit indirect) across a
significant range of Regions, Departments and municipalities. The area
covered by the decentralization assistance would need cover more than a few

target areas for its subsequent impact to be assessed.

Very importantly, the crux of the entire AID decentralization
assistance framswork should be concentration on the ECONOMICALLY STRATEGIC

MUNICIPALITIES, sketched above and detailed in our recommsndations regarding
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the Key Market Towns below. This is essential. Without this, the
dacentralization strategy could easily be dissipated across the more than 1600
municipalities, most of which have very limited strategic importance to the

overall development of Peru.

Note that we are not talking about just Provincial Municipalities, for
some Departmental Municipslities will be found to be much more strategic than
the (politically) higher ranked one. And conversely we are not talking about
all Provincial Municipalites, or even Departmental Capitals -- for some of
these have less strategic economic importance. What we are talking about are
Jjust those localities that sound microregional analysis, and emerging
opportunities such as resource or entrepreneurship discoveries, reveal to have
identifiable importance for the economic functioning or development of larger
areas and thus, hierarchically, to the nation itself. We mean to generalize
from what was good in the idea of the IRD project under evaluation, including
both the parts of it that were vell implemented and the unrealized potential
that ve see in the key Market Towns aspect. (See discuesion in the evaluation

section which follovs)..

Technical assistance is of prime importance in making this whole
paradigm work. Economic assistance should be used to assure the realization
of the technology transfer and the outputs of ths policy dialogue around this
theme. However, rather considerable sums would have to be contemplated to

make what is implied come to reality.

THE IRD PROJECT AS REHEARSAL FOR THE DECENTRALI2ZATION STRATEGY

As indicated, ve think that the accomplishments and the potential the
IBRD project suggest some of the main elements of what could be a beneficial
overall strategy for AID/Peru's activities. That of course is for the Mission -
to decide through its normal procedures for establishing its CDSS.
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To the extent that the framework is used for the broader Mission
strategy, even partially, there will have been an inportant learning
experience from the IRD project. This is so even though there have been some
disappointing outcomes from the operation of the IRD in the details of what it
has done and not done. Thcsc.are covered in the sections that follow.



SECTION III

ANALYSIS OF IRD PROJECT PERFORMANCE IN JUNIN AND CAJAMARCA

A. CAJAMARCA

1. Planning Capacity

In the thirty month period since the appointment of PRODERIN Cajamarca's
first executive director im October, 1980, the PRODERIN group daveloped the
capacity to generate coherent, useful plans ior the Department of Cajamarca -
and to use these plans as a partial bagis of their investment strategy.

During the project period the PRODERIN Cajamarca filled a vacuum ia the
planning process in Cajamarca, helped shape the dialogue about the
Department's ‘development alternatives and helped prepare the nev development
corporation's (CORDECAJ) first departmental plan. The historical development
of this process is as follows:

a. While PRODERIN's first plan, prepared in 1981 was not linked to the
organization's investment program, it provided a useful preliminary
assessment of Cajamarca's resources and its development
possibilities. It identified key market towns and hinted at some of
the critical linkages between market towns and their rural
hinterlands. Unfortunately, the plan was done largely by extermal
consultants without substantial participation of PRODERIN staff.

be PRODERIN plans dévelbped in 1982 reflect more detailed assessments
of Cajamarca's economic, demographic, and resources characteristics
and of itr social problems conpar?d with other departments. The
Plans identify not only key market towns, but also three micro
regions in the department around which planning efforts might take

place.
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In 1983 PRODERIN staff participation in the drafting of the CORDECAJ
plan for 1983-85 and the transfer of 6 staff planners to the
corporation's planning office (502 time but 1002 salary paid by the
PRODERIN), reflect the influence of the PRODERIN planning capacity

on planning efforts in-Cajamarca.

One possible limitation of the PRODERIN plan strategy i1s its failure
to consider the role of municipalities other than market towns.

Plan logic identifies micro rcéions. key market towns and rural
hinterlands, but not the string of small municipalities which fall

~t—

between thenm.

2. Relation of Plans to PRODERIN Investment Stra:cgz

While the PRODERIN demonstrated its ability to develop departmental
planning capacity, the linkage between plan concepts and investments in

infrastructure and program service deliver decisions has been highly uneven.

b.

The relation of plan priorities to investment decisions has been

most successful in rural works development in 1982 where roads

selected for construction helped to link productive rural areas to

key market towns. All ten investment choices in 1982 followed plan

logic of linking rural hinterlands to key market towns. In

constrast, all 13 works in 1981 were selected for construction
before a plan was available and before priorities were set.

Inspite of the importance of investments in market town development
(372 of Cajamarca's investment package) and in municipal technical
assistance activities, no projects in market town development weare
identified until June 1982. Market town development fund projects
selected for study fit priority areas in the plac but seemed to bear
little relation to possibilities for increasing ecooomic development
on rural/urban linkages. '
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Although three micro regions in Cajamarca were identified virtually
all PRODERIN activities were concentrated in the Southern Micro
region and heavily favored Cajamsrca province. In 1981, 8 of 13
projects were in Cajamsrca and 12 of 13 were in the Southern
Microregion. 1In 1982, 2 of 10 projects were in Cajamarca province
and 7 of 10 vere in the Southern Microregion. The 1982 investument
pattern represents a better spread in the Southern Microregion but
still a heavy bias in favor of that region. PRODERIN informants
explain :heir.fOCus as a result of limited resources, travel
problems, and the ample resource base of the Northern Microregion

specifically Jaen which made service there unnecessary.

3. Works Preselection Process

Strategy for the selection of actual projects varied considerably during

the life of the project:

b.

C.

In 1981 rural infrastructure projects were selected on the basis of
reviev of community requests in 12 of 13 cases. In contrast in 1982
projects were preidentified based on plan priorities.  Then the
communities were visited to generate interest. Community interest
and specific applications were generated in 9 of the 10 projects.
In contrast, in municipal technical ;sais:ance and market town
development projects, possible activities were selected based on
suggestions by outside agencies, or special interests of PRODERIN
members.

In the cases of the two projects where the community made no
specific project requests, the Canal San Juan and the Carretera
Sucre Oxamarca, serious implementation problems developed.

4o The Development of Study Capacity (See Exhibit 2)

During the project period the PRODERIN was most successful in developing

its capacity to present prefeasibility studies of rural infraestructure

. projects. The studies presented economic, social, financial and enginseriug



feasibility. In 1981 such studies were largely descriptive. They contained
detailed cost infornafI;;, little extensive topographic - . :ineering data
and fev criteria to help judge whether project costs were greater than
benefits. They contained no information to help compare one project with
another. 1In 1982 simple cost benefit techniques were exployed and engineering

and topographic information became more extensive.

While study capacity was generated for rural vorks, PRODEKIN group
sembers noted that the principal use of studies was not to make decisions

about which projects should be selected for construction, but rather how much

preselected works would cost and how to perform the construction.

The PRODERIN group developed virtually no internmal capacity to produce
studies of the more complex market town electrical and water systems or to

evaluate studies produced by Electro Peru or SENAPA, the government agencies

responsible for works in these areas.

S. Implementation Capacity (See Exhibits 3-6)

The most successful aspect of the project was the development of the
PRODERIN capacity to comstruct small scale, rural infrastructural works by
administration with a high level of community labor participation (in return
for food). During a 30 month period 24 works were selected for consktruction
and 14 vere completed. A total of 70.22 kilometers of roads were coustructed
and 39.5 km. of irrigation works. The average cost per construction project
vas $81,965 and the average number of beneficiaries served per work vas 789.
In the rosds projects the average cost per vork was $166,488 and the average
agumber of beneficiaries served was 1371. 1In irrigation works the aversge cost
of works was $12,796 and the average number-of beneficiaries served was 308.
In social infrastructure the average cost per vork was $5,082 and the number
of beneficiaries served per work was 450. (See Part IV for cost effectiveness
comparisons) In contrast the group demonstrated little capacity to select,
design and implement urban infrastructural vorks. (See discussion in
. Part III C.)



6, Evaluation Capacity

A key element in project success is the ability to learn from
accunulated experience and readjust project activities accordingly. The team
has demonstrated notable sucess in learning from its rural works experience.
It has not yet demonstrated its ability to analyze its problems in the market
town fund and in municipal technical assistance and to restructuré ics
organization or negotiate with key external actors whose decisions slov down

the utilization of the fund.

7. The Creation of a Planning Organizational Team With Adequate Technical
Skills and BEigh Levels of Motivation

In 1980-81 the PRODERIN group suffered from changes in top level staff,
directors of some departments and low morale. However, in the beginning of
1982 a new project director was hired and as a result of a nev strategy a

highly motivated cohesive work team has been establishcd. (See Exhibit 7 for

a discuesion of job turmover).

The team is qualified to perform the functions of a departamental
planning organization and the implementation and studies functions related to

rural small scale infrastructure design and comstruction. The group is mnot

presently capable of performing the design, implementation or comstructionm of

more complex urban infrastructural development.

Althohgh motivation levels remain high, there is considerable anxiety
about the inplcnenta:ioﬁ of the integration of the PRODERIN with the Cajamarca
Development Corporation. An integration model which seriousgly restricts the
PRODERIN's implementation capacity could lover morale seriously.
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8. Impact of the PRODERIN om Other Organizations Such as the Corporation
Departmental Office of INP and the Municipalities

During the 30 months of project life the PRODERIN group has largely
concentrated on developing its internal organization and strategy. Thus, its
impact on other organizations in Cajamarcsa has been limited. In terms of
actual services delivered, the PRODERIN group collaborated with INP officials
in the development of regional plans, it has assisted the CODERCAJ in the
drafring ot its 1983-85 plan and in the preparation of its 1983 budget and
investment plan. PRODERIN group members believe that their presentaticns were
partially responsible in helping get the corporation budget doubled in 1983
after they made presentions at the fifth economic encounter, and at other
meetings. Finally, the group provided limited technical assistance to

municipalities and gave two courses.

PRODERIN's most important impact on other organizations has been in the
presentation of departmental planning concepts and strategies to key
influentials in Cajamarca. The PRODERIN conception of microregions, market
town development, and the socio eEonomic and resource situation of the
department have become.commonly shared conceptions. Six of the PRODERIN
planning staff bave been transferred to the corporation and are used on a

shared basis. Thus, the process of institutionalization of the planning

system and specific planning strategies is taking place.

In spite of the positive impacts and iastitutionalizatiom of key
planning concepts of the PRODERIN in other organizations, the perceptions of

key officials from the Corporation, the departmental office and INP and the

fev municijalities visited were either meutral or negative.

a. Corporatiocn officials recognize the positive impact c¢f the PRODERIN
iz the planning process and conception. They state, however, that
PRODERIN's rural works projects are costly and limited in impact.
(See Part IV for actual cost comparisons and impact findings.) %hey
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believe that the approach to municipal tehcnical assistance is too
sophisticated for municipalities. THey do not think that PRODERIN
staff have the skills to prepare studies or izmplement aarket town
investnents. Pinalli, they believe that a separate project
organization with high salaries is unrealistic for Peru at this time.

b. INP officials in Cajamarca refused to comment on the PRODERIN except
to say that only the INP has the right to prepare departmental
developnent plans.

c. PRODERIN gtaff note that they have had very limited contact with
aunicipal officials. The two wunicipal mayors and committees with
wvhom we conversed knew about and have favorable impressions about
the rural works program. They were dissatisfied with PRODERIN's
ability to get municipal water and electric systems going in their

districts. They commented on the lack of frequent visits of
PRODERIN staff, and lamented their lack of information about the
costs, terms and comstruction calendars of the municipal projects.

B. JUNIN

1. Plannigg Cagacttx

Since the preparation cf the Junin 1982 Departmental Development Plan,
between April and June 1981, the PRODERIN group has developed its planning
capacity. It has, for example, developed an appropriate methodology to
establish priorities for project selection consistent with the agreement
objectives and according to the Departaent's micro regional plan and the
priorities assigned by the Plan to each micro region (see Exhibit 13 and
Appendix 3). 1In this sense, the operational plans prepared by PRODERIN place
70Z of the projects in micro regions ranked as first and second priority.
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Besides the experience obtained from the preparation of this plan, team
members have not het bcconc.involved in departmental planning procedures.
PRODERIN staff members have conceptual clarity as to micro-regionalization
priorities and operational plaﬁning. but not in respect to key market towus,
an aspect which will be discussed below. In ccotrast to Cajamarca, in Junin
the INP actuhlly plays the role of a regional planning organizationm,
interested in coordinating the resources of the Corporation and PRODERIN. As
a result of the delay in defining the procedure and the integration mechanisms
between PRODERIN and the Corporatiocn, no new development plan has been worked
out for Junin for 1983. However, as a first step to integrate planning
efforts, four PRODERIN planning group staff will be assigned to INP, four to
the planning office (scheduling) of the corporation, and two appointed as
advisors to the executive director of PRODERIN.

The above action places the planning function under a matrix model which
will make it possible to test the planning capacity of the PRODERIN team and
will determine the uniformity of the concept developed by the group on future
plans. For this purpose, it is basic for the group to generate an informal
comaunications mechanism to maintain the influence of the technical

consultants.

2. Relating the PRODERIN Plans to an Investment Strategy

The beginning of the operations in Junir, followed a logical sequence
determined by the following schedule:

April 1981 Staff recruitment (see exibit 14). Preparation of the
development plan. Objectives presented, applications

received.

Sept./ Evaluation of 600 applications for projects. Selection of
Nov. 1981 25 possible projects, and profile preparation. On the
basis of project profiles and selection criteria:



14 definite studies for rural public works were selected to
make up the first project package.

Nov. 1981 First disbursement and simultaneous beginning of 6 projects
from the first package.

Dec. 1981 Rural public works from the first package continued.
Preparation of 7 studies from the second package of RFW.
Selection of 14 RPW projects, for a third package and
beginning of studies.

June 1982 Reorganization to create the “key market tovns” office (see
pew organization chart io Exhibit 15).

The action timetable between April 1981 and June 1982, shovs that: 1) A
sequence vas followed in the selection of rural public works projects on the
basis of priority criteria, established in the development plan; 2) more than
one year went by before actusl significance wvas given to the investment
projscts in "Key market towns.” In fect, early in the project all the efforts
vere concentrated on rural public works and 3) the change in the
organizational structure is due to the attempt to attach some significance to

the key market town projects.

One of the main aspects of PRODERIN investment strategy is the fact that
the 35 rural public works projects (of which 18 have been conpleted and the 14
key market town projects (of which only one has been started and completed),
are scattered in an area that covers approximately 40Z of the department
territory and falls into the aicro regions which were given priority status iao
the plan.

3. Project Selection Procedure

As noted in the previous section, ‘the project selection procedure was
done on the basis of the priority setting criteria of the plan. Only two



exceptions have besen made to this procedure, an irrigation project and an

electric project (through grants) in suburban areas close to Huancayo. .A
combination of political pressures and cost benefit ratio seemed to have

deternined its implementation as part of the rural public works.

4. The Developnent of Study Cahacitz

Before the recrganization of June 1982, the study and project offices,
carried out the main part of the rural public works studies. From this group
a Teview of a sample of ten studies Tevealed study capacity and particularly a .
capacity to parform cost benefit analysis improved considerably in two studies
carried out in May 1982, cost benefit rates were determined on the basis of a
10 year projection and are combined with present net value analysis (See
Exhibic 16). A significant evidence that studies were used to make decisions
is available. For example, the executive directorship decided o cancel two
projscts already approved, based on later cost benefit analysis not performad
in original studies. For key market towns, studies have been contracted to
fulfill the technical requirements of agencles such as Electro Peru and SENAPA.

S. laplementation Capacity (See Exhibits 17-20)

(a) BRural Public Works

In just 21 months, starting from the appointment of the only Executive
Director that PRODERIN has had, it was evident the team had the capacity
to collect, design and build small scale works by direct administration,
wvith & high community labor elements which contrary to Cajamarca, did
not receive any food for work. By March 1983, 18 works have been

completed (inlcuding the first stages of some highways), from a total of
35 selected vorks. 97.8 kilometers of highway have been improved or
built (including 5 bridges) and 27.2 kilometers of irrigation canals
have been built. (See cost data in Part 1IV.)



(b) “Key Market Towms”

In spite of the organization change to cresate an office exclusively
oriented to the impmentation of this type of project and the efforts to
promote them, (2 of 4 prbnoterl apd the promotion director are assignad
to "key market towns") results have been practically nil and they have
contributed to frustration of PRODERIN personnsl. Several factors
contributed to this failure and are detailed in Section IIIl D.

(c) Technical Assistance to Municipalities

As of March 1983, the technical aseiitance team gave 4 seminars
oninvestment project design for municipalities.

6. Evaluation Capacity

The tean has proven its ability to learn from its experience in rural
public works. As to problem solving for thekey market fund, it has tried to
correct its mistakes through reorganization but has not been able to find
adequate mechanisms to negotiate with the organizations which inpinge upon its
work in this field.

7. Davelopment of an Organizational Planning Team with Adequate Technical

Skills and High Motivation Level

From -its inception, PRODERIN has had only onme director, who has beenable
to make up a highly cohesive work team, which at the same time is highly
motivated and seriously committed to the future of the organization.
Throughout the project duration only one professional advancement.

The team is qualified to carry out the planning and implementation
functions of small and medium sized projects in rural areas but as is the case



vith the Cajamarca team it is not ready to embark on more complex projects or

urban infrastructure.

8. lmpsci of PRODERIN on Other Orgnnizationl Such as INP and the Coggoration

Except for the original {nvolvement of the PRODERIN planning team inthe
Departmental Developuent Plan, the impact of its work on the Corporation and
on INP has been minor; howsver, {nterinstitutional relations have evolved in a
friendly and open climate which wvill facilitate theintegration process of
PRODERIN to the Corporation. On the PRODERIN bulletin board one can ses the
schedule of interinstitutional sports competitions; this item, added to the
fact that the transfering of the planning teas to INP and to the Corporation
vas decided on the basis of a consensus resched bymanagement are positive
signs of the feeling which characterizes interinstitutional relations. Both
the Corporatio and the INP director have spoken favorable of PRODERIN and its
. performance and have stated that they hope the transfering of the planning
people of PRODERIN will contribute to strengthening the departmental planning

capacity.

The INP director ackmowledges that bis owmmicro regionalization concept
based on areas with homogeneous characteristics is different from the PRODERIN
concept which is based on urban-influenced areas with highlx detailed analysis
at ths municipal level; bdut he feels.:hat this disagreement is healthy and he
is willing to accept "the one which actually proves to be better”.

C. PROBLEMS RELATING TO INTEGRATION OF THE PRODERINS
AND THE CORPORATIORS

Since their cresation the PRODERINs have reported to three different
organizations. In 1979-8l1 they were nominally aubject to supervision and

control



by the departmental development committees. In 1982 when the departmental
development coumittees were abolished and the corporations created, it was
felt that the corporations were too nev to take on an oversight functiom.
Thus, the PRODERINS were given autonomous status and placed under the direct
control of the Prime Minister's office. In late 1982 the PRODERIN's were
informed that they would be subject to oversight by the corporations and in
the 1983 budget yesar, PRODERIN budgets were placed in the hands of the
corporations although separate budget lines were established for the PRODERIN
under the supervision of the corporations. No basic guidelines were provided
for the roles and responsibilities of the PRODERINS and corporations and as a

result considerable conflicts have been generated.

1. Models for Organizational Autonony and the Problems of Mergers

Normally when project organizations like the PRODERIN are established
they are provided broad powers and their major functions and powers are
delegated to them with loose oversight by some parent agency or by a board
(see Exhibit 8 for an example of types of organizational autonomy). They
normally must have their budget approved on an annual basis, their director
appointed by the parent agency, but they exercise a high degree of operational
autonomy, subject to legislation which governs the behavior of autonomous

agencies.

The logic of such strong delegation of suthority is that the
orgeaization can cut the red tape associated with ministries, through having
control of key actionms which rqul: in service delivery. Salaries are
normally higher, staff often more motivated, and often more competent. The
organizational form of autonomous project organizations is often favored by
external domors since such groups frequently can move more rapidly to get
things done. The key problem for such organizations is that vhen external
funds disappesr they often dislppcir as well. Their accumulated expertise
disappears and no institutionalization of kev ' ‘-inctive features of the
project takas place. Thus, short term autonomy is gained at the loss of
longer term institutional capacity building.
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When sutonomous project organizations reach their ultimate funding year
they either disappear or are integrated with existing organizations on a
partial or a complete basis. 1f they have their own resource base or incone
base (as in the case of an independent water company), thay can often
negotiate marger or some form of integration with another organization under
the conditions of the mixed model presented in exhibit 8. When two
organizations each bring resources and markets to a merger, procedures and

policies are often developed using the best features of each.

However, vhen a project organization has no resource base, it is often
faced with the choice of simply disappearing or of being abaorbed into an
existing organization. In such a process, it usually subjugates its strategy,

procedures and policies to those of the controlling organization.

2. ‘The Situation of the PRODERIN Cajamarca

As an organization with separate resources until June 1984 it is
plausible that the PRODERIN could negotiate for mixasd status. Without outside
resources after June 1984 it would have to think in terms of subjugating its
strategy and structure to the corporation and of total inmtegration. The
conflicts normally associated with total absorption and integration have been
accelerated by the top level directives which have placed the PRODERIN under

supervision of the corporation.

A review of the positions of the Director of the PRODERIN Cajamsrca and
the Manager of the Corporation (based on memos which appr T in Appendix 2 and
basad on detailed personal conversations) state their positions on key
integration issues and also reveal the points of conflict. The position
presented by the PRODERIN Director in January 1983 is one of more complete

autonomy than is normally given to autonomous apencies. For example, few
existing autonomous agencies have controf over the approval of their own
internal budget. Salary policy must normally confors vith some law of

autonomous agencies.
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On the other hand, certain elements of the corporation director's
position call for a more detailed intervention into day to dsy operations than
is normally expected in a mixed organization and in several areas more than a
typical exscutive director an@ board would intervene in the day to day
operations of their own organization. Some of the corporation's proposals
would slov down PRODERIN functions as they try to carry out the rest of thelr
sctivities until the end of 1984. '

SPECIFIC POINTS OF CONFLICT

——

The most serious point of conflict which will effect progran functioning
through the end of the Project period is the detailed control of PRODERIN
operating procedures (see Exhibit 8 and CORDECAJ resolution Feb. 21 point 4
Appendix 2). For example, CORDECAJ resolution Feb. 21 point 4 callas for

approval by the corporation's manager cf all projects, budgets or works and
studies and the allocation of funds for all individual project and study
activities. In conversations about financial control and disbursement
procedures ccrporation people felt that they needed to see and approve all
PRODERIN requests for funds to be drawn down against the national budget. The
PRODERIN's controller thought he only had to send coples of disbursement
requests to the corporaticn and send its actusal requests to lLima. PRODERIN's
director feels that this kind of detailed intervention will slow down project
completion substantizlly. Furthermore, since most works are already
programmed, having to ask for approval of studies and funds will cause
difficulties.

A second tension point revolves around wage and salary norms and upon
the ability of the corporation to terminate PRODERIN employees imnediately.
Exhibit 10 shows that top level salaries and enginser salaries proposed by the
PRODERIN are higher than those of CORDECAJ. PRODERIN staff cite arguments
that CORDECAJ salaries are lover than tﬁ.y shoyld be, that PRODERIN positions
have no civil service status and that their employess nsed to be compensatad
for risk. Finally, the PRODERIN director believes that to attract qualicy

professioncls it is necessary to pay more.



- In contrast the CORDECAJ mnnagér believes the PRODERIN salaries are out
of line with all autonomous agencies and they must be brought into line with
those of the Corporation even if it means lowering some salaries. He notes
that the general manager of the PRODERIN who reports to him will have a higher
salary than he does. EHe also notes that all department heads and some
professionals will tave higheé salaries (see exhibit 10). Finally, CORDECAJ's
director believes that some positions need to bes cut from the PRODERIN. BHe
does not understand why some many people are needed in works and studies and
is not sure what the role of promotion is and why it is necessary. He sees
the need to cut the administrative group but might be willing to wait a year.
On the budget, the third point of conflict, the corporation wants and says it
has control of the budget gemeral total and specific lines for annual approval
and that it sends the "calendario of compromisos”. The PRODERIN would like to
have only general approval but.pot specific approval of lines by rhe
corporation. On this issue under normal circumtances the parent organization,
like the corporation has both general and specific line approval on an annual

basis.

Corporation right to review strategy, receive evaluations, check
personnel procedures and review operating norms (not specific details of
operation) are within the range of controls normally provided to an oversight

operation.

IMPLICATION FOR FUTURE PRODERIN OPERATIONS

Should the entire CORDECAJ position presented in its memos (appendix 2)
and in exhibit 8 be the final positiou, there may be a Tesignation of key
staff members and a possible paralysis of the project. Even without dealing
with specific personalities and their problems in Cajamarca, corporation
detailed oversight of functions of operations (project selection, study
selection, works administration) and the specific approvals required as
mentioned in point 4 and others in the memo would slow project operations
considerably. They represent a much deeper intervention into the managerial
process than most general managers and boards would be willing to engage in.
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The sheer level of detail required would be difficult for a general manager to
assinilate acd still deal with other departments and divisions in his
organization. If the mission wants to see the project completed successfully
it may need to express an opinion about this item.

A second key issue to consider is whether intervention of the
corporation in 1983 in staff cuts in the PRODERIN and in detailed operatious
will allow them to finish their work program. Staff cuts without key data on
who does what in the organization may not make sense. Thus, it may be useful
to preserve PRODERIN autonomy in staff, and administrative procedures in 1983
and then work for major changes in the 1984 budget with staff cuts and
strategy adjusted to the reduced final year funding level, with the
corporation's staff needs known and with the nore‘careful studies done on
necessary administrative procedures. Based on these issues and probable
necessary responses mission options for influencing the integration process
night be considered under three scenarios: Scemario l- convenio not extended
beyond June 1984, Scenario 2- convenio extended through 1985 with $3,000,000
in market town development fund resources transferred to organizations other
than the PRODERIN or the Corporation, Scenario 3~ convenio extended through
1985 with market town resources and possibly additional resources left in the
hands of the PROLERIN. Each position might require s different stance of the

aiseion.

Scenario 1. Convenio Not extended Beyond Jume 1984

Dnder these circumstances it wauld be useful to try to preserve
operating .autonomy of the PRODERIN so that it can complete its work, and also
to try to take a position in which PRODERIN staff resignations do not take
place in 1983 and in which a transition of integration of PRODERIN staff which
the Corporation wants can take place in 1984. 1If there are not going to be
funds for the PRODERIN after 1984 it makes littlse sense for a lot of direct
intervention of the Corporation in organizational policies and financial
policies and systems since the PRODERIN will simply disappear as an



organization in 1984. Corporation and PRODERIN time could be better spent
adninistering their operations. A useful set of targets to aim for under

these circumstances might be:

1. That the PRODERIN director be delegated key internal functions such
as control over his operating procedures in project designm,
selection and implementation and in detailed financial disbursement
procedures until the end of the convenio period (at least till the
end of 1983). Budget approval in general and at the line item level
be exercised by the corporation as an oversight organizationm.

2. That PRODERIN retain its salary scale and persounel procedures until
the end of 1983 or that selected corporation salarias be raised
slightly to bring them on & par with the PRODERIN.

3. That personnel cuts be made in 1984 based on who the Corporation
wants to absorb and who is necessary to finish the convenio during
Janusry through June 1984. That any 1983 PRODERIN hiring be
consulted with the Corporation.

These are probably minimum necessities for the couvenio to finish
succesafully. The mission's lobbying capacity might be low in this optioz
since it will withdraw key funds from the loan at the end of the convenio
period.

Scenario 2. Extend the Convenic until the End of 1985 but move the
$3,000,000 to and Organization other than the Corporation or the
PRODERIN
Under.this option the mission might support the same basic plan as inm
option one, with less budget problems in 1984 but with provisions to pick up
key PRODERIN staff which the corporation wants in 1984.

The successful control of the operating aspects of the PRODERIN would
enable it to successfully spend any remaining rural works money and municipal

technical assistance money in line with its plauns.
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Scenario 3. Extend the Convenio and Possibly Increasé'thding

Under these circumstances it is probably useful to be supportive of a
phased integration process of the PRODERIN into the corporation retaining
relative PRODERIN operating autonomy in 1983 and looking for significant
integration which begins to ﬂe reflected in the new PRODERIN budget which will
be produced in Jume of 1983 for the January 1984 period. Here ;ho mission
needs to think about whether a mixed or am integrated organization would best
serve the objectives it wants to accomplish with a restructured project. A
list of the features of transition which would be necessary in each case

follows:

MIXED ORGANIZATION (KEY FEATURES OF THE TRANSITION)

1. Director of the PRODERIN continues to be appointed by the President
and his appointment is ratified by :he'Corporntion Board.

2. Strategy design by the PRODERIN is approved annually by the
Corporation.

3. Corporation approval of budget general and detail om an annual basis.

4. Separate accounting and finance procedures in 1983 in compliance
with Ministry of Finance requirements sending copies of documeants to
the Corporation. A decision about whether to comtinue this or
integrate administrations in 1984 (decision needs to be taken in
June or July of 1983). '

5. PRODERIN's 1984 budget and staff redesigned (cut or kept) on the
basis of the revised convenio. PRODERIN's 1985 budget and staff
sciled down to finigsh the convenio with the Corporation hiring thosea
PRODERIN staff it needs. )

6. In 1984 budget PRODERIN and Corporation salaries adjusted to same
relative scale based on more detailed study by INAP. 1983 salaries
in corporation of key executives raised to those of the PRODERIN.

7. _PRODERIN control of its detailed operati



INTEGRATED ORGANIZATION

In this option the PRODERIN director or key staff directors might take

top managenment positions in the corporation.

1.

3.

4.

S.

7.
8.

PRODERIN keeps relatively autonomous status in 1983 in operating
procedures but becomes a fully integrated part of the corporation
concentrating on rural works, market town development and aunicipal
technical assistance in 1984. .
Administration of the PRODERIN fugsed with the Corporation's
administrative group with staff reductions iz the 1984 budget year.
PRODERIN director appointed by the Corporation President with his
Board's approval on a contract basis.

Strategy of the PRODERIN and its review treated within the normal
review process of the corporation in 1984 and controlled in general
approval by the Corporation President.

Budget of the PRODERIN in 1984 treated as a normal department budget.
Separate accounting procedures dropped by 1984.

Personnel and salary policies reanalyzed and integrated for 1984.
Corporation department head salaries raised to PRODERIN levels in
1983.

PRODERIN director controls his detailed operating procedures like
any department head.

CONCLUSION ABOUT THE PRODERIN AND CORPORATION MERGER

The overall option selected depends upon whether the mission wants to

extend the convenio or not and also whether the government wants to change it:

Corporation or PRODERIN top managemant.

From the perspective of inscitutionalizing the planning process and
gaining the survival of the most positivs aspects of the PRODERIN work
process, a total integration with the corporation is favored by the Evaluation

Tean vith some top management changes in the corporation. Without soma
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PRODERIN staff taking key top management positions in the Corporatiomn, at
least initially a total integration strategy may not be possible. BHowever,
this option makes best sense if the mission decides to extend the convenio and
if the PRODERIN and corporation retain access to the market town fund. If the
couvenio is not extended the best option is probably to stay out of the
struggle and let it run its Aun course.

THE SITUATION OF THE PRODERIN JUNIN

The situation of the integration of the Junin PRODERIN into the
Coporation, appears to be different from the one at Cajamarca. The positive
sign is that the corporation inJunin appears to be willing (unlike in the
Cajamarca situation) to delegate sufficient operating authority for the
PRODERIN to complete its work. However, differences in salary scales between
the PRODERIN and corporation could create the sams problems which exist {n
Cajamarca. The evolution of events seems to indicate that ia Junin a mixed
organization pattern would be best if the salary issue is resolved. The basis
for conclusion is that there is evidence in Junin of a climate favorable to

nsgotiation between the directors ¢f the two organizations. -

From the beginning, the corporation's position has been to provids
PRODERIN adequate autonomy to complete the operational plans derived from the
agreement. These issues have been discussed in several meecings and, after
jointly evaluating the recommendations of a consultatn hired by Cordecs] to
study the merger mechaniss (See Appendix 4), a verbal agreement was reached on

the following basic points:

a. The Pxecutive Management of PRODERIN will report to the General
Manager of the Corporation (please note that in its present
organization chart the corporation has not included PRODERIN Exhibir
23).

b. The Executive Management of PRODERIN will submit a resolution
proposal to FPRODERIN defining the functions and duties of the
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Executive Director (See Exhibit 24). That document was ready to be sumbitted
vhen this report vas being prepared. The PRODERIN director believes there vas

no disagreement and that it will be approved without any substantial revision.

c. The Planning office staff of PRODERIN would be allocated among three

institutions as previously described.

d. The Executive Management should submit the Parsonal Asignment Table
and the Personnel Budget for approval to the Corporation's Board of
Directors. Those documents were submitted on March 18, 1983.

Conflict about the salary scales carry the same risks which could impair
the inter-institutional relations and spark resignations of PRODERIN directoes
in Cajamarca. The comparative wage table in Exhibit 25 allows us to forses
the position of Cordecaj board of directors on this proposal for two basic
reasons: 1) In four cases, the 8/750,000 ceiling established by the
governmant for hired officials has been execeeded and 2) it eeems ilogical
that the PRODERIN director will get a salary almost twice as large _s that of

the manager of the Corporation to whom he must report.

During the interviews, the PRODERIN management stated that if the
salarytable wvas not approved, "the committee would resign”, since they felt
that their market opportunity cost was equal to their clainms.

In case this impasse is surmounted, it might be expected that PRODERIN
would continue operating intially on a mixed organization basis with adequato
autonomy to fulfill original project goals. Complete integration could then
be pursued in accordannce with the Time Table for scenario 3 above.



-53-

D. MARKET TOWN DEVELOPMENT FUND

This part of the report is divided into tvo sections:
1. Analysis of the failure to utilize the fund.
2. Proposals for future utilization.

. Failure to Utilize the Market Town Development Fund
The point of departure is the fact that, as of this momant, no sub-projects
bave been financed through the US$8.0 million Market Town Development Fund.
Failure to implement this part of the project is due to a numnber of factors

and cannot be attributed to any individual or imstitution. -
The factors include:

1. Utilization of the Fund was not a priority item until June/July 1982.
Changes in persoannel in AID/Lima, initial pressures on Technical Assistance
and PRODERIN staffs to produce departmental developaent plans, the necessity

to demonstrate some sub~project activity and the developmant philosophies of
sone Technical Advisors and PRODERIN leaders, coubined to give very low
individual and institutional priorities to utilization of the .Fund until at
least Jupe/July 1982 when an implementation letter was transmitted to the
PRODERINs calling for increased attention to Fund implementation. Formal
recognition of the importance of the Fund bagan at that date, but actual
comnitment of time and resources to this portion of the project has been

slover and, in some cases, has not been apparent until very recently.

2." AID/Lins. Initially, interast in the PRODERIN project was shared
bytwo AID/Lima offices—Urban Development and Rural Development. Because of
professional experience and training the Market Town Development Fund tended
to be attractive to the Urban Development Office, while the Rural Public Works
component of the project was closer to the intarests of the Rural Development

Office.

Departure of mission per‘onncl assigned to Urban Development shifted
total project responsibility to the Rural Development Office and removed from
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the scene the individuals most {oterested in the Market Town Developmant Fund.
Failure of Rural Dcvelopment staff to pick up the slack in terns of
1n|t1thtionnl interest in the Market Town Fund vas dus not only to the fact
that it vas somevhst removed from their major professional interests, but also
(perhaps largely) to the very heavy project supervision load staff menbers

vere carrying.

3. Technical Assistance Staff. The cndrgias and attention of Technical
Assiscance staff were captured in the early stages of the project by the need
to produce, in a very short time, departmental development plans ia both
Cajamarca and Junin. Subsequently, the desire (necessity) to generate
sub-projects in the £ield then led to an emphasis on the Rural Public Works

part of the project.

Rural public works were relatively easy to package and implement
compared t& Market Town projects. Studies and funding could be provided
iatarnally, without the pecessity to struggle with the rsquirenents of
seemingly unyielding bureaucracies such as the Housing Bank and ELECTRO-PERU.

In addition, at least in Cajamarca, the Technical Assistance staff bad a
philosophical predisposition tovards rural public works projects and &
conviction that the Market Town fund, with its pay-back loan requirements, was
not appropriate to what they sav as reality in the department == & highly
rural population, starved for decades for public investment of any kind and

virtually no capacity to pay back loauns.

This initial predisposition to rural public works was reinforced by the
frustrations of dealing with the Banco de la Vivienda in early attempts tO
utilize the Market Town Fund. Field opinion is that experience with the Bank
has been an unending series of delays, rigid commitment to pre-existing loan
procedures that seem tO have little relation to the objectives of the project
and petty bureaucratic behavior. The problems of dealing with the Bank will
be treated in greater detail later in this report. The important point, as
far as the field is concerned, is that project implementation has been
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extreme): difficult, time-consuming sand unrewvarding. Faced with the necessity
to produ.e projects, given the initial predisposition towards rural public
works ar.. frustrated by atteapts to deal with the Bank, it wes only natural
that int-rest and energies in the field concentrated on the successful rural
public v rks projects. Again, from the perspective of the field, the Mission
seemed t. be pleased with this ordering of priorities; snd the first hint that
artentic- should be given to the Market Town Development Fund did pot coms
until June 1982.

4. The PRODERINS. To some extent, PRODERIN concentration on rural
public~v-.tks and lack of attention to the loan fund can be traced to the same
considerations that influenced the Technical Assistance staff in the field.
That is, AID/Lima interest in rural public works, difficulty of dealing with
the Houring Bank and other central goverument agencies and the relative ease

with vhich rural public works projects could be organized. There were,
however. additional considerations that tended to further reduce even PRODERIN

interest in the Market Town Development Fund. These included:

a. The English term, Key Market Towns, was badly translated into
Centros “oblados, Spanish for population ceunters, referring to any population

center &d carrying no connotation of development, markets or prioritizatioan.
PRODERI) leaders and staff of the never understood the concept or how it
might £t into their development planning. 1This point is stressed by the
Technicel Advisors in the field, whose responsibility should have been to
clarify such misunderstandings.

b. The PRODERINS have recently given any priority to the Market Town

Development Fund in their internal organizational structures.

The weal structural base has further detracted from organizstional ability to
successfully utilize the Fund. In PRODERIN/Cajamarca, thare is no office with
responsibility to carry out Market Town Fund projects. One individual in the
Office of Studies and Projscts is in ch‘rzc of the Fund and one out of eight
promotoras in the Office of Promotion is assigned to work on Market Town Fund
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projects. In PRODERIN/Junin, -here is an Office of Centros Poblados, which
was not organized until July 1482 and seens to be isolated from the rest of
the organization.

¢. = The PRODERIN/Cai..... . -ff lacks the technical skills to carry
out or review studies dealing -ith electrification, water and sevage
projects. Staff members are {-ank and open about their inability. In some
cases, this has led to local FTODERIN endorsement and transmittal of poor
technical studies to the Bous:ag Bank. This, in turn, has reinforced the

Bank's initial tendency to engige in detailed technical project review and has
fueled its contention that thc PRODERINS do not have the technical competence

to generate acceptable studies.

Another result of the lack of technical skills on the part of
this PRODERIN/Cajamarca office has been an inclimation to turn away from
Market Town projects that teni to professionally threaten the office, and to
emphasize :hé rural public woriis projects with which it is more comfortable.

S. The Procedures of the Banco de la Vivienda have been serious

obstacles to the disbursement of the Market Town Development Fund. The Bank

has a strong tendency towsrds -entralizatiom of decision making and an equally
strong commitment of resource: and personnel to the Coast as opposed to the
Sierra. PROD;RIN cont;c:s with the Bank regarding the Market Town Fund have
been frustrating and disappoirting because:

a. The Bank has re: .sed to recognize municipal governments as

acceptable subdects of credit. Its reasoning is:

b. By law, municipaiities are not permitted to mortgage their

aspets to guarantee loans.

c¢. I1f the Bank were to grant a loan to a municipality and if the
aunicipality were to fail in the repeyment schedule, the Bank would have no
way to recover the investment-- it could pot seize municipal assats to covec

losses.



d. The Bank thus refuses to loan directl: to municipalities and
insists on the formation of neighborhood groups of ) roject bensficiaries as
the recipients of loans. Each beneficiary must sig:: a legal documant
committing his assets to repayment of the loan.

Lurking in the background of this refusal o deal directly with the
municipalities is the fact that some 90X of the Ban!''s delinquent loans are to

stata organizations whose assets enjoy protection similar to that of the

sunicipalities. ,
e. Long delays in the review of PRODERIN oroject proposals by the

Bank are standard procedure. The Bank's position is that becauss PRODERIN's
technical staff is not capable of producing reliable studies it gives detailed
attention to each loan request, not only in terms of financial arrangencents
for the loan, but also to the quality of economic and technical feasibility
studies. To some extent, the PRODERINS have stimulz-ed this close scrutiny by
the Bank by submitting somes poorly designed projects. Hovever, this ssems to
have been the Bank's procedu.e from the beginning of the project and not
simply a response to PRODERIN's inadequacies. The Eink maintains its
procedures are reasonable and prudent. But, ve four.d no evidence that the

Bank is helping the PRODERINS overcome any of the nzdequaciss.

£. Whatever the merits of the Bank's meticulcus review process, it is

not carried out efficiently. Rather than completel: reviewlng a project and

then noting deficiencies, the Bank proceeds one point at a time. Loans are
thus delayed, much to the frustration and financial detriment of {ntended
beneficiaries.

g The Bank has failed to decentralize its dc~ision-making powers and

its project review resources to facilitate project approvals.
The Bank has a branch office in Cajsmarca with no power or resources to Carry

out on-site project reviews. Nor does the Bank send periodic teams to the
field for this purpose. All revievs and approvals take place in Lima
headquarters. There is no branch office of the Bank in Junin.
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b The Bank has failed to produce loan re uirements for this Proje::.
Ths Bank uses the same set of procedural requiremsuts for the disbursenen:s of
this loan fund as for any other loan it processes. PRODERIN is treated the

same vay as any individusl applicant for a loan.

i. Some of the Bank's actions seems to verge on nifgicking. For
example, the Mariscal Castillo electrification project is being held up
because the Bank's legal department refuses to acknowledge that the ares i3,

indeed, a Centro Poblado and therefore eligible to participate in the
project. Since there is no official definition of a Centro Poblado and siace
the Proviocial Municipality of Cajamarca and PRODERIN have certified the
status, the Bank's position is arbitrary; all technical and ecooomic studiss

for this project nave baen approved by other departments of the Bank.

We found no evidence that the Bank gives any priority to the
disbursement of the Market Town Development Fund and that it often is a major

obstacls to loan disbursemants.

6. Additional factors thac complicate disbursal of the loan fund

include:

a. The PRODERINS have had no {nstitutional presence in Lima. Given
the complexity of negotiations with the Bank, ELECTRO-PERU and other Lima

based agencies, some sort of permanent Lima presence would have been most
helpful. To contact with key agencies concerning the progress of loan
applications and, in general, to serve as a project facilitator. Ino the
absence of this sort of office, a stream of PRODERIN officials, beneficlary
representatives and technical assistants flows from the project sites to Lima.

b. There is a strong tradition that profects such as

electrification, water, markets and lllugh:crhouscl are grovided to gogula:ion

centers as ditect grants, r.:her than through loans. PRODERIN rcprcscntativoa
often find reluctance on the plrt of intended beneficiaries to participate in

loan-funded projects. The attitude is, “The village across the valley




received its market by donacion. Why should we pay for ours?” This partly
explains the many instances of beneficiary groups which cling to the hope that
eventually the projects will be provided through donacion and have second
thoughts about a loan. Hopes are fueled by the high profile of Cooperacién
Popular —vwhich operates through a systes of donacion supplensnted by
community labor—— in both departoents. Cooperacién Popular is involved in
many of the same sorts of projects as are contenplated in the Harkat Towmn
Deﬁclopnent Pund.

c. There has been no strong technical assistance component

specifically indentified with the Market Town Development Fund. In much the

same way that the PRODERINS have falled to provide a stroug organizational
base for the Markat Town Fund, technical assistance has not focused on the
Fund. For example, a technical advisor persuasive and acceptable to PRODERIN
as Ray Bromley, but focusing on the Market Town Fund could have had a

significant and positive impact.
d. Delays in loan project approval lead to increased costs which

caused some benaeficiary groups to reconsider initial commitwents. Delays in

loan project approvals, serious obstacles to Loan Fund digtursements, lead to
an additional problem - - dramatic incresse in project cost due to inflation.
Ye visited several leaders of beneficiary groups in Cajamarca with a PRODERIN
promotora at wanich time the leaders were informed that one of the results of
loan approval delays would be nearly a doubling of project cost due to
inflation. Each leader was deeply concerned about the increased costs and
expressed reservations about his/her ability to commit his/her group to the

new budget.

¢. A very high percentage of Loan Fund Proposals pending aggroval

are electrification or water projects in housing areas. It is not clear that

these projects are linked to the project's original investment criteria:

«+."emphagize clusters of urban and agricultural investments that,
beceuse of their mutually reinforcig effects, stimulate soall famer
development, generate off-farm smployment opportunities; improve

services for the urban poor, and integrated the regional hierarchy

of narket townms.”



- 60 =

Even if it is decided such projects are appropriate, the funding of these

types of projects is questionable.

Eaphasis on electrification and water has thrust the PRODERINs into a

position of competitionm with ElectroPeru and SENAPA, the state agencies
responsible for these services. The Banco de la Vivienda has separate

akrcc-entn with both agencies to finance projects in Junin and Cajamarca that
are exactly the same as the ones the PRODERINs have been trying to generate
with Market Town Development Funds. . The same interest rates apply,but
PRODERIN and Technical Advisors say that the procedures for ElectroPeru and
SENAPA are not nearly so complicated as the Bank's. Frustrated PRODERIN staff
msnbers cite several examples of loan project proposals that were taken over
(they used the word "stole”) by ElectroPeru at the last stages of loan
negotiation, after considerable investment of PRODERIN resources in promotion
activities and technical and economic studies. Relationships among the
organization are not go>d and ElectroPeru and SENAPA refuse to share their
departmental planning priorities with the PRODERINS.

One point of view might be that developmant of projects implemdnted by
others would be an ideal PRODERIN activity. However, it is clear that
PRODERIN views ElectroPeru and SENAPA as competitors, and not collaborators.
The PRODERINs are under pressure to produce loan—-funded projects and there
seems to be little credit to be gained for doing space work for other

organizations.

PRODERIN people involved in Market Town Development projects view
ElectroPeru and SENAPA with the same hostility they view the bank--all threec
engage in the same delsying tactics, are unresponsive, and characteristically

bureaucratic.

h. The Banco de la Vivienda chggggo (or would charge if there were any
loans) varying interest rates for loams flowing from the Market Town
Developuent Fund. The lowest rates are for electrification and wvater

projects, while higher rates apply to projects such as markets and



slaughterhouses. It would be worth looking into this to deternine the impact
of variable interest charges on loan disbursements and if the variations are

consistent with project objectives.
i. Periodically, lack of money for gasoline and per diems limits field

visits of PRODERIN staff to promote and develop Loan Fund Project. For
exanple, no travel vas authorized during the months of January snd February,

1983 to visit Market Town Fund projects in PRODERIN/Cajamarca.

Recommendatione for Future Utilization of the Market Town Development Fund

Introduction

There are plenty of ideas on how best to use the U.S. $8.0 million
'Harket Town Development Fund; the main problen is evaluating the alternatives:
1. The Prime Minister's Oifice would transfer the money to INFOM's

proposed Municipal Development Fund to be used for direct loans to

municipalities.
2. Some of the Technical Advisors and PRODERIN leaders would transfer

some or all of the funds to the guccessful PRODERIN Bural Pubiic Works
programs to be used in grant programs.

3. If the Fund is to retain its loan component, most PRODERIN lsaders
apd Technical Advisors would remove the Banco de Vivienda from the loan
funding process. Opinions vary as to which institution(s) should replace the
Bank. The most popular option 1s a grant of sign-off responsibility for
economic and technical aspects of the loans to the PnDDBﬁINS/Corporations
(depending on the exteat to which they merge) and responsibility for packaging
the financial details of loans be given to another financial imstitution, such
as the Banco de La Nacién.

4. Another possibility, ome with few ‘vigible supporters, is to leave
the institutional arrangements as they are, but eliminate bottlenecks, foster

cooperation among the various {nstitutions and add a technical assistance

component.
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Problems of Evaluation
The evaluation process is unusually complex for the following reasons:

1. Ilnstitutional Overload in' the Decentralization Process. Several

institutions are competing for part of the action in the movement towards
decentralization embodied in the relatively recent Lav of Department
Corporations and the revised Organic Lav of Municipalities. Among the
competitors are such old institutional hands as Cooperaci¢n Popular, Electro
Perll, SENAPA, the Banco de Vivienda, and the National Planning lastitute.

They are joined by relative newcomers such as the department corporations, the
PRODERINS and the Municipal Developaent lnstitute (INFOM). The situation is
further complicated by the new roles assigned to municipal governmants, wvhich
only recently are being considered as active participants in the development

process.

The older institutions are trying to adapt long—existiug structures to
the new focus oo decentralizationm, the newer ones are trying to organize
internally and carve out a role for in the decentralization ﬁrocens. Each has
developed or is in the process of developiné itg own institutional personality

and perspective on development.

There is considerable overlap in the mandated responsibilities of these
organizations and serious questions exist about who does what, where and

wvhen. AID housing Advisor Kraig Baier suggests the sector suffers from

institutional overload.

Judgements about the desirability of involving any of these institutions
in a modified version of the Market Town De;elopnent Fund is difficult because
most of the organizations are either so nev that they lack a track record or
have made records in other areas with littlc basis for knowing whether
institutional skills can be successfully transferred to the nev setting.



2. 1t is Not Clear Which of Number of Competing Values Should Govern Use of

the Money Available. There are a several issues:
a. How important is the principle of recovery of funds embodied in the

concept of a revolving loan fund? The snswer will impact on the procedures to
be utilized and on participating institutions The present system, administerad
by the Banco de Vivienda, places such a high value on the racovery of funds
that loan process is virtually paralyzed. At the other extreme, a shift of
funds to rural public works by donation would eliminate the recovery of funds.

There are, of course, compromise positions. Most of the PRODERIN people
and Technical Advisors would probably favor a system in vhich a portion of
Market Town projects would be financed by donation

The importance of the recovery principle is slso related to the choice
of institutions to be involved in the loan process. Our sense is that the
fellowing tanking of {pgtitutions reflects the seriousness with which the

recovery of funds would be pursued:

Banco de La Vivienda
PRODERINS

Department Corporations
-~ INFOM ‘

b. How important is the completion of worthwhile projects as opposed to
either the developmen: of market town institutional capabilities or building
the integrated development structures contemplated in the original plan? 1If
project completion is the highest value, transfer of funds to rural public
works makes sense. 1f any of of the other values takes precedence, &

significant part of the Loan Pund probably should not be transferred.

This question is also related to the size and expense of desirable losn
projects. Given the pressures to produce sigoificant movenent in the Loan
Fund there will be a tendency to develop large, expensive projects. As ve
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wvers told by PRODERIA fie)d vorkers: “~Sincs it takes virtually the same
amount of time and sunergy to develop a big project as 3 small ons, vhy oot
eaphasize the large onss]” However, fev large projects may oot have the
overall impact on integiated regional developasnt as a large nuaber of
ssaller projects. Waich value is to govern?

3. A different but related issue concerns the Project's termination
date. The time availadle to establish new institutional and procedural
relationships will affect the desirability of the various options, eome of
which would Trequire extension of the schaduled 30 June 1984 termination date.

4. A Pinal Issue Concerns Evaluation of the Status of the Market Town
Fund as Administered by the Banco de Vivienda. Ths basic, inascapable fact 1s
r.hu.' to date, no loan funds have been dispersed. One may take the optimistic
view that, although there have been start-up probless, the system 1is at the
point vhare an adequate pumber of future suitabls losn placements ssens
assured. The alternative view is that a system has not really evolved at all,
and that while some isolated projects seea to be close to favorable loaun
dscisions, there is little assurance that the future will hold be better. Ve

lean to the latter since most of the projects close to the end of the loan
pipeline wers developed by Zlectro Perll, have licttle relation to the project
goals and are being funded by PRODERIN only to produce some sovesant in the

Loan Fund.

The Practical Alternatives
In this section we will make recommendatious oo major alternative future

uses for ths Markst Town Development Fund.

Alternative No. 1: Transfer all or part of 'ths Loan Tund to INFOM's
groggud &micigl Development Pund

This is the least desirabls of the major alternatives.
a. INFORM 1is nav and has limited institutional capacity.
b. INFOM lacks a loan fund sanagesent capabilicy.



c. INFOM is more vulnerable than any of the other institutions to
pressures to use the money for projects that will be politically benefit the
government. Municipal elections are scheduled for November 1983; most people
feel that the government will suffer substantial losses. INFOM does not have
the institutional strength to resist potential govermment pressures.

d. It may be in INFOM's long-term Interest not to have a loan fund
capability in its formative period. The tendeancy for other Latin ‘America
municipal development institutions with loan capability has been to emphasize
loan projects and neglect technical assistance and training to the )
sunicipalities. Obviously, it is easier to build a market than to change the
perceptions and performance of municipal authorities but building markets, in

itself, may not be a major contribution to development.

NOTE: While we do not recommend transfer of the Market Town Loan Fund to
INFOM at this time, ve do believe that the Mission should explors the
possibility of a long-term technical assistance relationship.

The role and integration of municipalities in the planning and
development process is very unclear. It does seem that the role could be
important and that INFOM's organizational mandate places it in a key
position. It is at this early period of INFOM's organizational development
that technical assistance could be decisive.

Project sites in Cajamarca and Junin? For example, rotation of staff
between the PRODERINS/Corporations and INFOM could be arranged, presuming that
the municipal training and developuent functions of the Proderins will be

incorporated into the corporations.
One of INFOM's early actions should be to establish a field presence to
countsract the fear that it is just another Lima-based institution.

Altsrnative No. 2: Recain current institutional arrangements, including the

central role of the Banco de Vivienda, but eliminate

botclenecks, foscer cooperation and introduce a sttong'
technical assistance component.




On the plus side, the Bank is acquainted with the project, has a
proven loan managemsent capability (in other AID-funded projects) and is
serious about the loan recovery principle.

On the ninus side, the Bank has clearly far not facilitated loans.
The Fund has yet to be tapped. The system does not work.

In addition, the Bank and PRODERINS staffs hold each other in deep
mutual disregard. Each views the other as the principle cause for failure of

the Market Toun Development loan project.

We do not give this alternative high priority. While there is little

risk of misuse of the Fund, the corresponding possibility of success in

project implementation is low.

Should this alternative be adopted, we recommend:
a. The Bank should be required to provide field representatives with
econouic/technical capabilities for project review and legal/financial skills

for loan packaging at both project sites. These persons should view
thomsslves as loan facilitators and be willing to shore up the capabilities Bf
the PRODERINS and the corporations. They should be given sign-off capability
. for loan projects. It may be necessary to subsidize the salaries of these
bank employees from PRODERIN funds.

b. The PRODERINS should assign an official to Lima to facilitate loan
application progress among the various involved central government
institutions.

€. A technical assistance component should be assignaed specifically to
this part of the project.

d. USAID should periodically review the status of loan proposals with
represeantatives of the Bank and the PRODERINS. -

Altercative No. 3: Give to the PRODERINS/Corporations (depending on the extent

of integration) sign-off responsibility for loau project

spproval and transfer the money to another Bank whose sole

tesponsibility will be to package loans approved by the
PRODERINS/Corporations.
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The advantages and disadvantages of this approach are:

a. 8ign-off power for the PRODERINS/Corporations would expedite the
lending process.

. bs This kind of responsibility, for fuads d;rivod from foreign credits
falls within the powers mandated to the corporations in the Law of Department
Corporations.

¢. The PRODERINS gggg_developcd'a successful mechanism for planning and
implementing rural public works. There seeas to be no reason that they could
not acquire a similar planuing (but not implementing) capacity for Market Town
Development if the program is granted equal priority aod resources within the
organization.

d. The main disadvantage of this approach is the danger that the
PRODERINS/Corporations aight not devote sufficient organizatioual resources
and priorities to Market Town Development. If such happeunaed, a technical
review capacity, with the ability to assure the quality of contracted studies,
aight not be present and recovery aspects of the Loan Fund would be minimized.

Ve give this alternative second highest grioritz.

Alternative No. &4: Deposit loan funds in the Banco de La Nacion (or other

aggrogriato banking agency) and form an inter—institutiounal
committee in each department to make loan decisions.

We recommend that a model based oo this {dea be developed as the preferred
future use of the Market Town Development Fund. Details depend on further
study, but the basic model consists of:

a. An ad hoc committee for each loan request consisting of

representatives of:

- Banco de la Nacién (or other bank)
- PRODERIN/Corporation (the Programming Officer of the
Proderin) '
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= National Planning Inscitute

- INFOM (assuming the establishment of a field office in each
department) : .

- The Municipality in which the sub-project is to be located.

b. This committee would:

- Make the initial decision to coantract for technical fdasibilicy
studies (socio-economic feasibility studies will be done in-houss
by the ex—-PRODERIN staff). ‘

= Maks the fina{~ggfilion on loan approval, based on the

feasibility studies.
= Auvard the construction contract.

c. Staff support would be provided the Loan Committes from the
corporation, made up of ex-PRODERIN staff members now assigned co‘:hc'Contron
Poblados, and Studies and Projects Divisions of the PRODERINs. They would be
supported by technical advisors familiar with the Market Town concapt and
methods of identifying and analyzing the economic feasibility of the proposed
investments. Other necessary technical studies and sophisticated construction

work would be contracted.



The msajor differences between this model and Alternative No. 3 are the
following:

= Alternative No. 4 broadens the base of decision-making at the
department level. It may also strengthen decentralization trends withi:. the
participating institutions.

= Alternative No. 4 specifically includes INFOM in local .
decision-making. Thig may be valuable if the Mission decides not to hornaor the
Secretary to the Prime Hinil;cr'n request to transf.r the Loan Fund dir:ctly
Lo INFOM. At least INFOM will have part of the action.

“, = Alternative No. 4 msy also be attractive if a decision is aade rot to

further strengthen the departaental corporations.

The iajof disadvantage of Alternative No. 4 is thac broadening the base
of dcc@nion-ak;ng pouver could lead to loan delays aand obstructions. We feel

that the possible advantages outwveigh the risks.

Should this altermative be adopted, we recommend:

?

Continuing rechnical assistance in the areas c¢i:
= micro regicrial planning |
= socio~economiic studies
= development and improvement of local consulting firms to ca::y out
technical studies.
= works progress evaluation
= continued msunicipal technical assistance

Two othar uses of.tho Markset Town Fund have been suggested:

l. Transfer of part of the Fund to rural public works by donation.

2. Transfer of the fund to provide resources for technical assistance
to other dspartments in the Sierra.

These suggestions are not analyzed in this report becauss they re:resent



departures from the original idea of development o kay market towns; a
different set of factors would influence their adojtion.

E. MUNICIPAL DEVELOPMENT

A New Role for Municipal Governments

Several recent occurences have stimulated interest in the role of

aunicipalities in Peruvian development programs:

1. The Lav of Departaent Corporations (Decu=ber 19812 lpndatco

potentially significant roles for sunicipal goverunents in establishing
investsent priorities in each department. Provincial mayors participate in

" the Corporation Assemblies and preside over Provincial Developmeant Councils.
District msyors participate in the Provincial Developmant Councils and preside
over District Developasnt Councils.

The Corporations are moving slowly in organizing the mandated municipal
participation in their councils. The hesitsacy is due, in part, to tension
that exists between mayors, who are elected, and Corporation presideats, who
are appointed by the central governaent. The may.:s consider themseslves to be
the true repressentatives of the people and view th> Corporations as

politically motivated interlopers.

'Dnluya in organiziang the councils also have >ccurred bacause distancss
are great, roads are bad and travel funds are limi:ed.

Pinelly, the Corporations are under pressur<s to produce projects and it
is easier to develop an investment plan from above than to engage in long
negotiations and persuasive techniques that tradi:lonally accompany sunicipal

participation.



2. The Organic Municizal Law (1981) gives significant new

responsibiilities to municipal -governments and places them squarely in the
maiddle of local developoantal activity. However, as with auanicipal
participation ia the departmsat corporatiocas, the aev sandates are a thing of
the future and do not reprac:nt present reality.

3. The Municipal Dev::opment Institute (INFOM) vas organized in 1982 to
assist municipalities to prepare for their unewly acquired developmental

responsibilities. INFOM got off on the wrong foot with the municipalities
vhen it drafted the Organic Hunicipal Lav with virtually oo input from
municipal laaders INFOM claizs time pressures prevented such consultation.
then INFOM President Jaime Althaus presented the nev law to the Peruvian
Municipal Association, he wes met with howls of indignation and demands for
his resignation. He managed to swooth over the flap, but it vas an auspicious
beginning of the INFOM/wmunicipalities relatioanship.

Before INFOM can be of much assistance to the municipalities it muvet
deal with its own internal crganization and devalopment outresch stratogicl.'
It msust also come to terms with a widely held view by asunicipal leaders that
its staff 1s gensrally young, inexperienced and political, rather than
technical.

Daspite its weaknesses, INFOM seems destined for an important role in
local development and should be—carefully evaluated by the Mission in terms of
possible long-term technical assistance (see also coumeats on page 65.
Alternatives for the Market Towﬁ Development Fund).

4. The Mixed Coumiss:on to Recommend Transfer of Functions aund
Resources to Local Governmer-s wvas organized March 4, 1983 to ideacify the
respective spheres of actior of ceantral and local gov-tnn;n:s. In addition,
it 18 to recommend transfer »f powers, personnal and financial resources that

will enable local governments to assume their oew responsibilities.

The Commission is pres:.ded over by the President of the National
Institute of Public Adminis:cation and includes representatives of INFOM
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(acting as a technical resource), the Ministry of Economny and Finances, the
Nation:l Planning Institute and the Peruvian Municipal Association.

~he work of this Commission should be extremsely important to the future
of mun!cipal participation in developaent activities. The Mission should
consider technical assistance to the Commission (possibly linked to
longar-term assistance to INFOM).

The Traditional Role of Hunicigul Governaents

The nevw responsibilities for municipal governments are a significant
departure froa tradicional msunicipsl responsibilities characterized in the old
Peruviasn saying: “The municipality is a good housewife who goes to the market
and keeps the house clean.”

The reality is that all but the largest municipalities share a rather

dismal image which includes:

a. General ineffectiveness.- The image of government is probably not as
nsgative at the local level as the central, since local governments have never

been :in a position to impose serious demands on their coustituencies. But
s0st saaller local units have never done anything that captured the

imagirition or confidence of the people.
Y. Absence of skilled leadership. Smaller municipalities are likely to

be ser7ed by poorly trained, part-time employees.

co Lack of financial resources. With few exceptions, municipalities
seea > be locked into a negative cycle wvhich includes the following elements:

-~ they have not been successful in generating revenues internally;

= they have nevar been considered a2 target area for ceutral
goverr.asnt resources;

- they have been unable to attract leadership vith vision and
competence.

= they are unable to make proposals which might plug thea into,

speci.l programs and tundiﬁg schemes that may 7“ecome svailable.
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-~ Resources tend to flow to municipalities that have crossed the
throshhold of competence. And the cycle goes on ...

Muriicipal Technical Assistance and Training in the Integrated Regional

Development Program

1. The most significant project countribution in this area has been the
" astablishment of a municipal data base for the two departments and the
publication of a surprising number of studies dealing with various aspects of
municipal development (see listing).

This contribution should nmot be underestimated. Perhaps because of
their relatively unimportant role in the past, municipalities have never been

the subject of scholarly or practical attentica and very little reliable
i{nformacion is available. The material collectad in the two departments

served by this projcét is undoubtedly the most complete municipal data base in
the country.

The stage has been set for a more active program of technical
assistance; the temptation to c.llect more details and information must be
ragisted. The predisposition of higher levels of govermment to engage in
endless studies that seldom result in concrete action is a common complaint of

municipal officials (not dirscted specifically against the PRODERINs).

2. The training courses have been well received by participating

municipal officials and have focused on key coancerms.

The following training courses directly related to sunicipsl developnent:

1981 - Municipal Pinances - Concepcion (Junin)
= Preparation of Local Development Projects =~ Tarma (Junin)

1982 -« Municipal Pinances - San Ramon (Junin)
= Municipal Pinances - Huancayo (Junin)
- Municipal Pinances - Cajamarca (Cajamarca)
= Municipal Finances = Jaen (Cajamarca)
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1983 (projected)

= Municipal Finances - Chota (Cajamarca)

= Municipal Finances - Huancayo (Junin)

= Municipal Finances - Tarma (Junin)

= Urban Cadastral Systems - Cajamarca (Cajamarca)

= Two courses in municipal adminiscration (selected

uunicipalitics)f
The municipal finance courses, which have been the focus of the training

effort, are offered to groups of approximately 33 municipal participants and
last five days. They are organized around four themes: budgeting, accounting

taxes and Tax control and administrationm

The ares of municipal finance is a reasonable place to start a training
effort; it is the most complex and least understood area of municipal
administration in Peru. It is also an area in which the acquisicion of a
little information can bring about sometimss substantial increasss in
sunicipal income.

The same group of four professors - all municipal officials from the
Huancayo area with a practical experieace in their subjects -~ presented the
course at each site.

We reviewad instructor and course evaluation forms (filled out by
students) and conducted individual interviews with 15 sunicipal officials who
attended the courses. They expressed a generally high level of satisfaction
with the courses, and felt the professors knew their subjects and presented
the material in 8 practical manner. For most it was the first time they had
received any systematic information concerning adminiscration of the municipal
finance system. Several reported that they introduced changes, based upon
course material, in their municipal syscems.

Common coumplaints about the courses were:

= They vere too short for the amount of material to be covered.

= It was difficult for the professors to strike an optimum level
of sophistication in prasenting the materials because of the
great differences in background of the students. At one and of
the scale were a few councilmen and officials from the largest



punicipalities who had university degrees. At the other end were part-time
employees from small districts who vere barely literate.

Municipsl technical advisors at the two sites agreed with the commesnts
and plan to extend future courses to two veeks and will try to recruit a more

hosogeneous group of students, a difficult task.

3. Having laid a substantial data base and made a good start in

training, the next step should be to beef up direct technical assistance to

-unicigalitieo.

A limited amount of such assistance has been offered, often om an
informal basis during field visits to collect data. On a more formal basis:
- The PRODERIN/Cajamarca is offering help to the small, recemtly
crested, provinc’al municipality of San Pedro.
- David Robinson is assisting the provincial municipality of Taraa
to develop a computerized property tax system.
- Robert Eent (former municipal technical advisor in Huancayo)
vorked with several municipalities.
- Technical advisors in Junin have begun to work with the National
Planning Institute to generate provincial development plans.
The diract technical assistance must now be systematized and linked to
the other priorities of the PRODERINS/Corporationms.
Working directly in the municipalities is likely to have far more impact
than ruaning training courses for the following reasons:
- Usually only one or two employees from a given aunicipality can
attend a course. They sometimes return to a tradicional environnent vhere
they are stone-walled in their attempts to implemsent what they have learned.

= The courses often give the pcriicipants enough information to
excite them about the possibilities for improveusents, but oot snough to allow
thes to implemsnt changes.
The relatively few resourcas available for municipal development will
limit not ths extent to which direct technical assiszince can be offered but

its impact.
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Perhaps a program could be designed in which the two components --
courses and technical assistance ~ are combined. For example, a series of
seminars, dealing with critical areas in osunicipal development could be held
io various parts of the departments The seminars would be attended by
officials from targeted municipalities and would be designed to present the
basic objectives and procedures of local reform. After each seminar technical
assistance staff would visit each municipality to assist with tha
implenmentaction of the reforms presented at the seminar. The advantage of this
approach is that the basic elemants of the progran will simultaneously be
prceented to a group of municipalities, thuas eliminating the necessity to
undertake the basic training individually in each municipality.

Pinally, it must be emphazioeq that training and technical assistance
slone will not allow the municipalities to break out of the vicious cycle
described above. Increased administrative efficiency is meaningless in the
absence of resources to administer. The work of the Mixed Commission will be

crucial in this regard.

Background Summary of the Traditional Role of Municipal Governments

The importance accorded to municipal governnents in Latin America haas
fluctuated widely over the years. The lively days of the conquest, when the
establishment of a municipality was often the first act of gevly-arrived
conquistadores were followed by a period when sale of 1ifetime and hereditary

seats in the cabildos gave the holders a vested intersst in saintaining the
status quo and focused local activity on matters of rank and protocol. The
flicker of life during the Wars of Independence generally yielded rapidly to
passivity during the republican period.

The nineteenth and twventieth centuries are dotted wich largely
uasuccessful schemes to devise and apply various formulas for
decentralization. Peru historian Carlos Pareja Paz-Soldan discusses the

principal reasons for failurs:



"Multiple causes have contributed to the abortion or failure of
these plans and the triumphant maintenance of centralism. The

attempts undertaken vere badly conceived or badly prepared with
little or no study.”

The author notes other oﬁch more or less mechanical causes before he
gets to the heart of rhe matter:

“But the scarcity of results must be sttributed to deeper causes
v..The will to implement them did not exist nor did the people
vigorously demand the exscution of the reforss . . . Peruvian local
areas have possesed only very weakly the will and the custonm of
vorking for their own progress. They have acquired che habit of
expecting everything from the central government.”

F. USAID/SYRACUSE/GOP PROJECT SUPPORT

This component appraises effectiveness of technical and logistical
support to the project by the three major external actors: (1) USAID Peru (2)
SYRACUSE UNIVERSITY, which is supplying technical assistance to the project,
and (3) the Peruvian Central Govermment. The emphasis is on ;don:ifying

problems and suggesting ways of ameliorating them through altered approaches.

The design and implementation problems this project has experienced are
common to projects which emphasize technical assistance and institucion
building .* Special efforts through research and other means are nov undervay
in AID to increase our understanding and to develop better design and

implementation practices to more effectively carry out such' pro jects.

* Extracts of two documents left by the team with the USAID Office of
Agriculture and Rural Development contain. wmany insights which should be
helpful to USAID Projesct Officers and technical assistance personnel in
understanding better some of the Technical Assistance and institutional
development process issues and probleas associated with this Project. They
are: (1) "Learning from field experience: institutional developuent and the
dyoamics of the project process,” taken from a report by David Korten, NASPAA
consultant; and (2) "lmplementation Issues” a paper by Paul O'Farrell,
PPC/AID/N.



A basic problem is the assumption that the original design has
sdequately identified vhat needs to be done and the seans and resources
necessary to do it, and that all kay parties have a common understanding.
This assuaption is rarely valid but because of it, inadequate provision is
made for learning from implementation experience to adjust the project design
or to solve problems as they arise. This was the case in the IRD project.

Because of personnel turnover on all sides it is difficulc’to establish
how much dialogue originally took place between the USAID and the Peruvian
nstional and local govermment entities coocerned. But it is clear there vas

insufficient mutual understanding about the Project, which persisted.

The urban and rural components were originally co-managed by the Rural
Development and Housing Offices of AID. When the Housing Office project

officer left, total responsibility shifted ‘to the Rural Development Office.

In restrospect, basic design mis—calculations vere made about (1) che
capacity and longevity of the departmental committees in Junin and Cajamarca,
(2) the degree to which plauning in Peru would be decentralized and (3) The
willingness and capacity of the Banco de 1la Vivieunda to serve as effective

internsdiary for the Market Town development componeat of the Project. The
most unfortunste aspect {s not that these mis-calculations vere made, but that
no provision was built into the project for early recognition and ad justment

to them.

EARLY IMPLEMENTATION PROBLEMS

l. Commodity Procurement

The IRD Project was approved in February 1979. However, a decision was
sade to delay impleaentation start—up was delayed until early 1981 because of
"the changeover from ailitary to civilian goverument. Given the long lead
times involved the USAID could ussfully have used this interim periad to order
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vehicles and construction equipmeant from the U.S. This delay has impeded
progress on the rural works component and significantly increased costs.

2. Technical Assistance Sslection

The interim period betwéen Project approval and start—up would also have
been a good time to acquire and orient technical assistance advisors aud to
vork out their administrative and logistic support arrangements.. Syracuse
University was selected as the sole technnical assistance provider. Syracuse
coupetency is in local revenue generation and adminpistration . Given the
sulti-faceted character of the project (regional planning, municipal
developmant, local revenue generation, rural works, market town development
and institutional capacity building) it might have been desirable to have
drawn upon a broader consortium of TA providers, or at least to have insistaed
that Syracuse drav from other {nstitutions with comparative advantage in
fields complemsntary to its own. Civen the overriding importance of the
institutional development and management aspects of the project, much greater
attention should be given to this element in the mix of the future technical
assistance provided.

3. Technical Assistance Scope of Work
The scope of work (exhibit I11 D.I) for the technical assistance

‘compoaent of the project is contradictory. Under section II Institutional
Arrangements it states that the tachoical advisors "will advise and work under
the direction of Codec and Codej in achieving project purposes.” In the next
paragraph, it states "overall AID project management rests with the USAID/Peru
Dirsctor who will designate a Project Manager(s) who will be responsible for
ensuring that the technical ascistance effort contributes satisfactorily to
the achisvement of project objecrives”. Qhat constitutes a satisfactory
contribution was ocver defined, nor was the apparent contradiction between GOP
and USAID responsibilities evar resolved.
[ Coordination Provisions not Implemented

Two mechanisas for coordination and joint problea solving were provided

for in the Scope of Work but never activated. The first vas s managesent
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group to counsist of the USAID/Peru Director or his representative, the USAID
P.vject Manager(s), the Syracuse Project Director (on-campus), the Technical
Dirsctors of the two Departmestal Commictees, a DS/RAD project Officer® and a
Resident Advisor to be designated by Syracuse. This management group was to

mect once a year in Peru to participate io the annual Project evaluation.

A second working group composed of the Peruvian Government Technica®
Directors, the designated Senior Resident Advisor froa Syracuse and the
US2ID/Peru Project Manager(s) was to meet quarterly or more frequently if

u¢.assary to coordinate Project matters.

Had either of these two mechanisms been activated some of the early
miscalculations and misunderstandings might have been handled more
effnctivcly. If che project is extended a continuous coordinating mechanisa
should be developed. GOP participation should be changed to take account of
the changes in GOP participation and Project responsibility. Membership
should be broadened to include a national level representative of the Prime
Minister's Office and representatives of the Development Corporation and INP
at the departmental level. Technical assistance should be p}ovided for the

management aspects of implementation.

5. Character of Project Altered at Outset

When implementation began, two decisions were taken which impacted very
adversely on subsequent implemenctation. The firet was a decision by the USALID
to stick to the orizinal timetable (June 30, 198l1) for preparation of
departnental plans, instead of adjusting this date to take account of the
delayed .Eart-up. Since no preliminary work had been done, the plans were
prepared in three months almost totally by technical assistance personnel,
some of whom were brought in on a short-term basis and who had limiced

*Technical assistance who provided under a cooperative sgresnent between
Syracuse University and the Rural Development and Development Administration
Office of the AID/W Development Support Bureau (now the Science and Technology
Bureau).



qualifications and experience. This decision violated the basic institutional
and local cspacity building objectives of the Project and created ill-feelings
among Peruvian agencies, particular INP at the departaental level, vhich have
been very difficult to overcoame. -

The second decision was to establish the Project staff in offices
separate froa those of the two departmental committees. The Project staff
becames a separate, autonomous organization, vas labelled "PRODERIN" and

functioned apart from other departments of the Peru governnment.

The net effect was polarization rather than 1q£:§£acion. These decisions also
opened the way for a concentration on rural works, since this vas an activity
which could be carried out in a rather asutonomous fashion, whereas the other
activities required greater coordination and interaction with other elemants

of the govermment.
GOP SUPPORT

The adverse trends were further exacerbated by chaocges by the Peru
government. The initial national Project point of contact was the Nationmal
Institute of Planning (INP). However, in the hiatus between the
disestablishment of the Departmental Committees and'thcir replacement by the
Departmental Corporations, the PRODERINS were mada a special project of the

‘.Prino Minister's Office. This strengthened their autonomy but complicated
their integration into the Corporations (see Section III A) and veakened the
GOP institutional support base for the project.

A norclinncdiatc problem is that GOP counterpart funds have been
Teducad as a result of central government austerity messures. Recently, funds
have not even been sufficient to permit PRODERIN staff to travel to
sub—project work sites; implementation is falliog behind schedule. Inability
to perforn their work couplsd with anxieties over the future status of the
PRODERIN organizations is having a severe impact on staff morale. .
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The Municipal Development Component of the Project has been impeded by
the fact that most of the municipalities io the two Departments do not have
enough income to participate in their own development. The amount of GOP
revenue returned to the municipalities is insignificant relative to other
Latin American countries (see axhibit 28). Absent an increase in municipal
financial autonomy, the municipal training and technical assistance component

of the Project will have little impact. (see Section II1 E)

SYRACUSE UNIVERSITY SUPPORT

1. On-Campus Support
The University of Syrstuse on-campus support was not well defined in the

scope of work. There have been problems and delays in adminiutrative and
financial support mainly at:r{bu:able to the distances and difficult
communications involved, and lack of familiarity with and sensitivity of
on-campus administrative to problems of field scaff working in remote

relatively isoclated conditions.

The process for transmitting funds from Syracuse to the fiéld is
complicated and time-consuming, and has resulted in financial hardship and
mora’s problems. The Syracuse chief of party estimates he spends 30Z of his
time on Syracuse administration. Records for the period January 82 - February
83 (Exhibit III D2) support this—- approximately 252 of his time was spent in
Lima on administrative and other matters. An office and administrative
capacity should be established in Lima to perform some of the administrative
functions now handled by the COP and administrative staff at Syracuse. An
alternative would be for some of this support to be provided by USAID, as
discussed below).

Syracuse professional support, particularly by the Senior Faculty, to
the project has been inadequate. There has beean inadequate field
participation by regulsr Syracuse Faculty. Syracuse support has been
particularly deficieat on the regional planning and market town components.
Most of the recruitment of short and long-term technical assistance has been
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left to the Chief Technical advisor in Peru whose isolated position has made
it ‘difficult for him to locste and acquire adequate TA inputs.

There is little evidence that Syracuse Faculty associated with the
parent DS/RAD (now ST/MD) Local Revenue Assistance Projccé aade a concerted
effort to understand the Peru Project, and to provide needed professional
assistance to in-country colleagues. Nor does it appear that Syracuse has

sdequately used the opportunity afforded by its involvement in the Peru
Project to build the University's capacity, as called for in the basic

cooperative agreement.

If the Project is continued and Syracqsc renmains the prime TA provider,
the University would need to (1) build its on—~campus capucity to provide
Spanish language short-term technical advisory and training support in the
local revenue .aspects of the Project, for which it has an existing base of
technical competence, and (2) involve other sources of competence in areas of
the Project in which Syracuse's own substantive or Spauish-language competence
is limited. (municipal adminstration, regional development anq developmeat

sanagement)

Examples of sources of support which should be tapped are instituctions
and individuals previously involved im the DSB/UD Urban Functions in Rural
Development Project; Regional Development expertise associated with the Area
Development Cooperative Agreement and Development Management expertise
available through NASPAA, The USDA Development Project Management center sad
Regional Management Institutes.

2. In~Country Technical Assistance

By and large, the technical assistance personnel in-country have been
dedicated and energetic. Future TA should be broadened in character and
concentrated on advising Peruvian Agency personnesl and building local capacity
rather than pursuing independent studies. TA staff should be encouraged by
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the AID Miss{on and Syracuse University to viev their counterparts in the
©ocsl Peruvian Agencies (the Departaental Corporaticas and INP) as the persons
:0 vhom they have primary responsibility and should be encouraged to
‘acilitate the corporation/PRODERIN margers. USAID and Syracuse should iosure
:hat all TA staff understand their fuunction and have the requisite training
ind experience to carry it out.

TA persounel must respect their Peruvian colleaguas. They should be
irepared %o work within the existing bsse of Paruvian knowledge and experience
rithin the two departaents and work indirectly in support of Peruvian
:0lleagues to incresentally expaund and improve on the existing planning and
anagement capacity. Nev ideas and methods from within the Peruvian system

thould be encouraged.

Some local TA staff salaries are so disproportionate to the individuals'
‘unctions and qualifications that they are creating rancor among Peruvian

ounterparts. These situations should be rectified.

Studies (working papers) produced by TA personnel are distributed in a
‘ormat which identifies them with the Local Revenue Administration Project of
jyracuse University. This may be satisfactory for distribution outside Peru.
lovever, the documents would have greater use (credibility) within Peruvian
jovernment circles if they vere published by the government. To enhance local
:apacity-building, studies should be jointly conducted by TA personnel and
cheir Peruvian colleagues, with the latter in lead authorship roles.

ISAID SUPPORT

Technical support and oversight of the Project within USAID has been
thared by an Azerican Project Officer and two Peruvian staff members from the
ffice of Agriculture and Rural Development. The current Project Officer (end
)revious ones as well) is sn agriculturalist. One of the Peruvians is an
ingineer; the other is a specialist in rural organization and motivation. All
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are given high marks by the PRODERIN and technical advisory personnel for
their professional competence aud their support to the project. Bowever,
their intersst and expertise has been largely devoted to the rural vorks and
rural promotion aspects of the Project. Iln addition, none of them has the
Project as a full-time rclponniﬁility. The Project would benefit from the
additional USAID in-house support in the areas of Regional Planning, Municipal
Developmant, urban functions in rural development and development management.
To the extent these are not available, greater use should be made of TDY
assistance from AID/VW on external counsultants on a regular basis and

preferably by the same persons.

Several persouns with whoa tiz team talked felt there should be greater
participation by and delegation of authority to Peruvian scaff of the USAID.
It wvas suggested this would improve USAID Project support, increase knowledge
within USAID about Project operations and enhanre USAID comaunication with ths
Peruvian government. A greaer sharing of the workload among available staff
would also permit more frequent USAID visits to Project sites and consultation
with GOP counterparts.

An important aspect of any project is teamwork. Technical assistance

persounel see scme nission personnel as viewing them as “marcenaries,” as

“hired hands,” as adversaries.

USAID should provide better administrative and logiuticai support to
direct hire and contract staff. A secretary or administrative assistant
should be deétailed to look after the affairs of TA personnel in the field.
More rapid means of communication—radios or a teletype for example— should
be used. Given conditions of field travel during the rainy season, radios
vith long distance communication capabilities in field vehicles would be a
vorthvhile investment. Field vehicles should be squipped with winches,
bheavy-duty large-tread tires, emergency spares and either auxiliary gas tanks
or “Jerry Can” racks.
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To improve telephone communication a separate line should be’ installed.
The evaluation team found that calls to Huancayo, impossible to complete
through the Missions switchboard, could be completad virtuslly immediately
from our Lima Hotel.

Some way also should be found to move vrit;in matarials more rapidly
between Lima and the two dcpattncn:s.‘ Express bus is a pooliblc'uolution.
Another possibility, at least for Huancayo, would be to uee the CIP or
CENTROMIN airplanes that make almost daily flights to and from Lims.

The recently adopted practice of having TA parsonnel participate in
USAID or USAID/GOP project strategy or reviev sessious and periodic briefings
for senior management when they are in Lima should be continued. However,
care should be exercised not to put USAIq'responsibilitica onto TA staff which
would conflict with their primary role of providing technical assistance to
their Peruvian countarparts or jeopardize the confidential nature ol the

advisor/counterpart ralationship.

Some minor efforts that would help make TA persounnel feel their presence
and role is not merely recognized Lut important to the Project are including
then on the Eabassy/USAID telephone and address lists and on circulation of
general USAID notices, local newletters, Pront Lipes and announcements of
general interest; providing them with a mail slot and file capinet the USAID,
etc. These matters are of a minor nature but they can have a major influence

on morale and productivity.



SECTION IV

COST EFFICIENCY AND IMPACT OF RURAL WORKS SUB-PROJECTS

Ao COST EFFECIENCY ANALYSIS -~ CAJAMARCA

For the cost-efficiency analysis in the Cajamarca region, 21
sub-projects were surveyed, of which 20 were visited in the field. Eleven
were PRODERIN-sponsored projects, three by MERIS, four by CORDEJAC, three by
Cooperacion Popular. Nine irrigations, five reservoirs and seven roads were
included ip thes analysis. For each project surveyed, all cost data ware first
converted into current (March 1983) soles using official conversion
coefficients published by the Central Bank. A summary of all project costs by
year and their adjusted values is presented in Annex IV-l for Cajamazca, and
Annex 1IV-2 for Junin. For each project two cost estimates were made. The

first of these was total prcject costs, including the value of all community

labor or materials coantributions as well as food ascistance received, if any.

The second estimate was the net direct cost of the project to the Peruvian

Government. The value of community resource contributions and food assistance
was excluded. For the analysis below, all cost sstimates in Peruvian soles
vere converted into U.S. dollars at the exchange ofZ S/.1,120 to US$1l.

l. Average Project Cost

Table 1 shows the average cost per project——in U.S. dollars—for each of
the different institutions surveyed. The most expensive projects are those of
Plan MERIS {$238,701 average project cost), followed closely by CORDEJAC
($228,832). Fcr both institutions, total and net costs are the same beczuse
ail local labor and other resources are purchased directly. However, PRODERIN
and Cooperacién Popular wmobilize significant amounts of local rssource
contributions. In the case of PRODERIN, about 292 of total project costs for
conventional irrigation and road projects are local contributions. PRODERIN'sn
special Rural Development Support Projects (PADRU) mobilize local
contributions averaging about 852 of total project costs. The differance



h:1ween total and net average project costs is quite large. The
least~expensive projects are the PADRUs ($2,354 average cost). Cooperacién
Popular projects ($75,192 average cost) and normal PRODERIN projects ($115,879

average cost) occupy an intermediate cost range.

Table 1. Average Project Costa and Costs per Beneficiary,
by Spoasoring Institution, in US$
lnstitution Proi. Banefic. TOTAL PROJECT COSTS NET PROJECT COSTS
Per Proj. Per Benef. Per Proj. Per Benef.

PRODERIN-C 8 3,769 163,091 346 115,879 246
PADRUS 3 120 15,274 382 2,354 59
AERIS 3 1,288 . 238,701 185 238,701 185
CORDECAJ 4 2,155 228,832 292% 228,832 292w
Coop. Pop. 3 2,230 93,416 126 75,192 101

* Chilete-Rupe road project excluded for lack of beneficiary data,
based on 3 CORDEJAC projects only

2. Average.Coits Per Beneficiary
Table 1 also shows average project costs per beneficiary, i.e., households

using the project. When total project costs are considered, the most
expensive projects per beneficiary are the PADRUs ($382 averagg). However, if
net costs to the Peruvian Government are considered, the PADRUs become the
least expensive, at oanly $59 per beneficiary. Excluding the special case of
these mini-projects, the most expensive projects are those of PRODERIN in the
case of total costs ($346), and CORDEJAC in the case of netr costs ($2Y2).
Cooperacién Popular projects are the least expensive in both instances, while
those of MERIS occupy the intermediate range.

3. Comparative Costs for Irrigation Projects

Nine irrigation projects were surveyed and their relative costs per
hsctare irrigated aod per family assisted are compared in Table 2. With
regard to ¢otal and net project costs, th; highest costs per hectare or 30r
family occurred with CUGRDECAJ, which recorded $604 per hectare irrigated and
$2,534 per family benefited. The second most expensive projects were those of
PRODERIN-C, with $276-394 per hectare and $629-896 per family. The least
expensive irrigation projects vere sponsored by Plan MERIS, in the case of
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total costs, with $231 per hectare and 3185 per faoily. However, when net
costs are considered, Cooperacién Popular was less expensive at $65 per
hectare and $130 per family, but this result is based on a singie project
on)y. The reader is referred to Annsx __ for a detailed listiug of project
costs, arens irrigated, families benefited and unitary costs.

Table 2. Comparative Unit Costs of Irrigation Projects,
per Hectare lrrigated and Family Benefitted

(in US$)
Insticution Prod. TOTAL PROJECT COSTS NET PROJECT COSTS
Total Per Ha. Per Fam. Total Per Ba. Per Fam.
PRODERIN-C 3 614,143 394 896 431,111 276 629
MERIS 3 238,701 231 185 238,701 231 185
CORDECAJ 2 392,906 604 2,534 392,906 604 2,534
Coop. Pop. 1 22,974 383 766 3,891 65 130

4. Comparative Costs of Reservoir Projects
PRODERIN is the only institution surveyed in Cajar=rca that has besn

{nvolved in the construction of reservoirs. These projects are fairly small
works, primarily intended for the provision of drinking water for human
consumption and livestock. ilthough a fev hectares might be irrigated with
stored water, this is not the primary purpose of the project. For this
reasor;, they must be analyzed separately from irrigation projects. PRODERIN
has sponsored the coustruction of five reservoirs— actually holding pounds,
tvwo of them as normal projects and three as PADRU projects. As shown in Table
3, the average cost per cubic meter constructed was $125 vhen full costs are
considered, and only $28 per cubic meter in the case of net costr. Similarly,
the cost per family benefited averages $226 for full costs and $51 for net '
costs. Whether constructed as a normal PZRODERIN project or as a special PADRU
project the unit costs are ‘airly sinilar for this type of project. Froa the
perspective of nat project costs to the Peruvian govermmaat per teneficiary,
these ruservoirs are the least expensive of all projects. They especially
lend themselves as follow—on activitias after the completior of a normal,
larger PRODERIN project. Furthermore, they are sasy to build, require minimum
technical assistance and cin be completed in a short period of time.



5. Comparative Costs of Road Projects

Table 4 compares costs per kilometer constructed and cost per family
benefited for seven road projects. Total and net coets of road comstruction
by PRODERIN—at $178-227 per beneficiary——is more expensive than by the other
{insctitutions. On a cost-pct-kilbnecer basis, however, CORDECAJ i3 slightly
more expensive than PRODERIN when net costs only are considered——$15,142
versus $13,145/kilometer. The least expengsive mode for road comstruction
remains Cooperacién Popular, at $8,526-9, 895 per kilometer and $101-107 per

family benefited.

Table 3. Comparative Unit Costs of Reservoir Projects,
per Cubic Meter of Capacity and per beneficiary

Institution Proj. TOTAL PROJECT COSTS NET PROJECT COSTS
‘Total Per M3. Per Fam. Total Per M3. Per Fam.
PRODERIN-C .2 87,043 145 206 22,699 as 54
PADRUS 3 45,823 100 381 7,062 ’ 15 59
Total S 132,866 125 226 29,761 28 1
Jascitution Proj. TOTAL PROJECT COSTS NET PROJECT COSTS
Total Per Ka. Per Fam. Total Per Km. Per Fam.
PRODERIN 3 603,544 16,765 227 473,224 13,145 178
CORDECAJ 2 522,425 15,142 131 522,425 15,142 131
Coop. Pop. 2 257,274 9,895 117 221,684 8,526 101

6. Contracted Versus Administrated Projects
The consultants were asked to examine the relative cost-efficiemcy of

contracted versus administrated projects. The initial assumption was that
comparability of the two models of project implementation would be fairly
scraightforﬁard since it was thought that most MERIS and CORDECAJ projects
were contracted while those uf PRODERIN and Cooperacién Popular were mostly
administrated. Upon visiting the Cajamarca regilon it was found that all four
{fnstitutions implement virtually all projects by administration. Out of 20
projects, only one was contracted (irrigation Tomoche-Chota, by CORDECAJ). &
second contracted project (Rupe-Chilete road, by CORDECAJ) was not visitad.
Thus, the available sample is not large enough to permit a valid comparisoun.
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What 1i:tle evidence is available {s nonetheless suggestive. The average
cost per hectare for all administrated irrigation projects is U5$627 (based on
8 of 9 irrigation projects surveyed), vhereas the cost of the single
contracted irrigation project vas US$561 per hectare. However, on & cost per
bencficiary hasis the average for administrated irrigation projects was Us$680
per family whercas for the single contracted irrigation the cost vas a
prohibitive US$4,495 per family.

The predominance of administrated projects is explained by a several
factors. Many projects are relatively small in terms of :zost and are oot
tecinically complex. Hence, they do not justify extended bidding and are too
saall to interest the most establisned contractors. Second, in both Cajamarca
and JunSn there have been negative experiences with small contractors. Third,
the depressed state of the Peruvian mining sector has rasulted in an abundance
of construction equipaent available for rent at very favorable prices,
encouraging the PRODERINs to expand their comstruction capacity. Another
{oitiative is to sub-contract discrete pleces of givan projects—for example,
a technical feasibility study, a complicated comstruction stage~—but without

relinquishing overall comstruction responsibility to outside contractors.

More lmportantly, what has developed are two different models of
administrated projects. The first mndel, axemplified by PRODERIN and
Cooperacién Popular, actively promotes local labor aud materials contributions’
by project beneficiaries. In Cajamarca, both organizations use food
assistance through ONAA to create labor mobilization incentives. The second
model, exemplified by CORDECAJ and MERIS, pays wages tO local rural laborers.
The latter model thus recruits labor in the same way a private contractor doas
and therefore approximates a contracted project. Eowever, ultinmate
construction responsibility 1is retained by the sponsoring institution.

7. General Conclusions

"The issus of comparatie cost—efficiency can not be clearly resclved by
reference to quantitative data alone. The central question involves the
relative serits of two very different approaches to project promotion in rural



arcas: the more participatory and the less noo—-participatory. Expressed
differently, oue approach stresces investmentc in human ;l vell as physical
infrastructure, vhile the other is a more technical, project construction
approach stressing the most rapid completion of physical infrastructure with

on)y =inor investments in human .promotion.

1f the objective is to simply get projects built in the shortest period of
tiwe and at the least cost per beneficiary--with each project proiect to be 2
ouce-only undertaking with rural communities——then the most efficient project
development mode would be to use MERIS and Cooperacién Popular for irrigation
projects, and CORDZCAJ and Cooperacién Popular for road counstruction.
PRODERIN-C has only demonstratad superior cost—efficiency with resarvoir and
SADRU projects. It tends to be more expensive than other imstitutions in
promoting irrigation and road projecrs because PRODERIN invests in the
organization of fairly large local resource contributions. Such investments
in local human infrastructure development are simply not justified if
PRODERIN's relationship with the community is to be terminated at the end of

the project.

On the other hand, the human-centered approach promotion and training is
justified to the extent that its initial investment in human infrastructure
leads to a succession of additional projects in the same communities.
Eaphasis on the promotion of follow—-on PADRU projects is an excellent example
of what the PRODERIN does best, and what it must do to justify its relatively
higher costs. ‘

The iQpnct evaluation clearly demonstrates that the PRODERINs are
avakening active rural interest and commitmants to nsvw and additional
projects. Support for this avakening can.be greatly strengthsned-—at modast
additional cost to PRODERIN—— by the use of rural lsaders as peratechnicians
for project promotion and supervision. These part-time, lowest-level field
agents would assist in rapid project replication from one rural community to
another, as well as support follow—up and coutinuity of project activities in
their communities of origin. Additional details ou this recommendation are
provided in the concluding section on impact evaluatiou.



B, COST-EFFICIENCY ANALYSIS JUNIN

There are important differences between Cajamarca and Jun§n regarding
project implementation arrangements. PRODERIN-J generally promotes smaller
voluntary contributions of labor and materials from project beneficiaries. No
food assistance is provided and almost all skilled community labor is paid a
wage. Thus, the difference between total and net project cos: is miniscule
(about 4 ) for PRODERIN-gsponsored projects. Furthermore, there is also
lictle difference between PRODERIN-J and the project implementation
arrangements of MERIS and CORDEJ: all three follow a quasi-comtract, usually
single-project focus wherein promotion and training functions are
de-emphasized once a project has been inaugurated. Continuing relationships
and follow-up between PRODERIN-J and assisted rural communities are not
usual. In contrast, Cooperacién Popular follows a sharply different approach’
based on latje amounts of voluntary community labor. Local resource
contributions on the average reach 68 I of total project costs. As a result,
Cooperacién Popular projects are the only ones which display a significant

difference between total and net project ‘costs.

1. Average Project Cost

In Jun§n, 19 projects were aurﬁeyed for cost-efficiency analysis. Of
these, 11 were sponsored by PRODERIN, four by MERIS, three by Cooperacién
Popular, one by CORDEJ. The average project cost was highest for MERIS
projects ($649,863), with CORDEJ a distant second place ($168,403). The

lowest average project cost was recorded by Cooperacién Popular ($16,770).

PRODERIN-J projects occupy a category of moderately~expensive projects
(sverage $98,642), but still far below CORDEJ and especially MERIS.
Comparisons of total and net project costs are pressented in Table 5, balow.
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Teble 5: Average Project Costs and Costs pér Beneficiary,’
by Sponsoring Iastitution, ia US$

Institution Proj. Benefic. TOTAL PROJECT COSTS NET PROJECT COSTS

- Per Proj. Per Benef. Per Proj. Per Benef.
PRODERIN 11 14,447 102,869 78 98,642 75 (230)
Plan MERIS 4 5,828 649,863 446 649,863 446
Coop. Popular 3 5,146 52,662 3l 16,770 10 (104)
CORDEJ 1l 150 168,403 1,122 168,403 1,122

Compared with Cajamarca, PRODERIN projects are roughly of the same average
cost in Jun8n, those of MERIS/JunSn are almost three times larger and
Corporation projects are slightly smaller, Cooperacién Popular projects are

much smaller in JunSn than in Cajamarca.

2. Average Cost per Beneficiary

With regard to project costs per beneficiary, the one CORDEJ project
subject to analysis was by far the most expensive ($1,122), nearly four times
higher than the average for corporation projects in Cajamarca. The next most
expensive projects were those of MERIS ($446 per beneficiary), or almost 2.5
timss higher than the average for MERIS projects in Cajanarcat In contrast,
costs per beneficiary are significantly lower for PRODERIN-J ($75) and
Cooperacién Popular projects ($10). Hovever, this result is souething of a
statistical misrepresentation. Included among the 11 PRODERIN-J projects is
one (Santa Ana bridge) which accouants for 69 Z of total beneficiaries (10,000
out of 14,447) but represents less than five I of aggregate project costs.
This project is excluded, the cost per beneficiary rises to a more
believeable $230, almosts equal to the cost experience cf PRODERIN in
Cajamarca. Similarly, among Cooperaciln Popular projects, 97 X of total
beneficiaries (5,000 out of 5,1466) are credited to a single project (Sicaya
street {mprovements) which otherwise accounts for less than 18 X of
aggregated project costs. If this second exceptional poroject is also
excluded from analysis, ths cost per beneficiary for Cooperacifn Popular
projects rises to $104, almost identical with tha cost experience in the
Cajamarca region.
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3. Comparative Costs for Irrigation Projects

Table 6 compares the cost-efficiency of nine irrigation projects vwith
respect to cost per hectare irrigated and cost per family benefited. The most
¢xpensive projects per hectare are those of PRODERIN-J ($475) and Pian MERIS
($462). These results are significantly higher (almost double) the cost
exparience recorded for Cajamarca. Furthere, whereas MERIS projects in
(ajamarca vere clearly more efficient than those of PRODERIN, in Jun§n no such
ruperiority exists. In fact, when costs per family benefited are taken imio
»ccount, MERIS irrigacion projects in Jun§n are three times more expensive
.han those sponsored by PRODERIN-J. It is also noteworthy that PRODERIN-J
irrigation projects are also less expensive per beneficiary than even
Cooperaci¢n Popular. From an overall eficiency measurement, PRODERIN-J

appears to have a clear advantage over MERIS for construction of irrigatiom

infrastructure in Junin.

Table 6: Comparative Unit Costs of Irrigation Projects
per Hectare Irrigatead and par Family Benefitted

Inscitution Proji. TOTAL PROJECT COSTS NET PROJECT COSTS
Total Per Ha. Per Fam. Total Per Ha. Per Fam.
PRODERIN=-J 4 348,237 497 158 332,806 475 151
MERIS & 2,599,452 462 446 2,599,452 L62 446
Coop. Pop. 1 111,077 1,110 1,292 20,760 208 241

4. Comparative Costs for Road Comstruction Projects
Table 7 shows that PRODERIN-J enjoys a wwlear superiority over CORDEJ with

regard to comstruction costs per kilometer of road built as well as costs per
family benefited. However, PRODERIN-J's $21,211 per kilometer average is
twvo~thirds higher than the PRODERIN cost experience in Cajamarca, & region
where serious construction difficulties prevail. Similarly, the CORDEJ
average of $28,067 is much higher than in Cajamarca. Oune 13 tempted to
speculste that the cost experience in Junin would be nearly identical to that
of Cajamarca {f PRODERIN-J wzs equally comnitted to mobilizing local voluantary
labor and materials contributious. The fact that such local resources can be
mobilized has been demonstrated by Cooparacién Popular, but to do so will
require a more serious commitment by PRODERIN-J to community-level promotion

and training activities.
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Institution Eroj. TOTAL PROJECT COSTS NET PROJECT COSTS
Total Per Knm. Per Pam. Total Per Ka. Per Fam.

PRODERIN 3 495,852 22,038 ~ 289 477,260 21,211 ~ 278

CORDEJ 1 168,403 28,067 1,123 168,403 28,067 1,123

5. Comparative Costs for Road Repair Pro jects

The costs of road repair are far below those of road construction making
it népropriate to anzlyze them as two separate types of projects.
Unfortunately, no road repair project was surveyed in Cajamarca so ‘there is
not basis for inter-regional comparisons. In Juanin, road repair projects by
PRODERIN and Cooperacién Popular demonstrated very low costs per kilometer and
per family benefited, Cooperacién Popular projects have very low costs per
kilometer and per family benefited. Road repair is the type of sini-project
that lends itself--like the PADRUs in Ca jamarca=—to sustained relationships
batween PRODERIN and rural communities, at very low cost. Similar
opportunities exist for irrigation project repair.

Table 8: Comparative Unit Costs of Road Repair Projects
per Kilometer Constructed and Family Benefited, in US$

Institution Proj. TOTAL PROJECT COSTS NET PROJECT COSTS
Total Per Kam. Per Pam. Total Per Km. Per Fam.

PRODERIN 1l 45,394 3,783 39 43,579 3,632 37

Coop. Pop. 1l 28,700 1,366 6 19,930 949 4

6. Comparative Costs for Bridge Projects

PRODERIN-J and Cooperacién Popular were the only institutions surveyed
which had bridge projects. No inter-regionsl comparison with Cajamarca can be
made based on the projects surveyed. The data in Table 9 show parformance
superiority by PRODERIN-J over CooperaciSn Popular--with regard to costs per
meter of bridge span and costs per fawily benefited. It is noteworthy that
the PRODERIN~J bridge project (Santa Ana) involved a sub-contract for the
installation of the metalic structures. The construction of such medium=-sized
bridges (Santa Ana is 117 meters long) requires specilalized technical skills.
Since bridge-building is not a major project line for the PRODERINs, it would
appear to be more cost-effective to contract for such skills only when needed
rather than maintain an in-house capacity in bridge building.
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Table 9: Comparative Unit Costs of Bridge Construction Projects,
per Mster of Span and per Family Benefited, in US$

Joscituction Proj. TOTAL PROJECT COSTS NET PROJECT COSTS
Total Per Mt. Per Fan. tvcal Per Mt. Per Fanm.
PKODERIN-J 1l 60,232 515 ) 60,232 515 6

Coop. Pop. 1 18,209 - 2,023 303 9,620 1,069 160

7. Contracted Versus Administrated Projects

Very few projects in Junin are being implemented by contract. PRODERIN-J,
CORDEJ, MERIS and Cooperacién Popular predominantly employ the administrated
projects approach. The cost zdvantages of administrated versus contracted
projects are similar to those described in the section on Cajamarca. It is
worth mentioning that potential eccnomies in machinery use—resulting from the
depressed level of mining sector activity and the artificially low machinery
rental prices that currently prevail——are even more dramatic in the Jun§n than

in Cajamarca.

8. Participatory Versus Non-Participatory Project Implementation

The most critical policy issue that emerges from the evaluation of the
PRODERIN program in Jun§n is whether or not PRODERIN-sponsored projects should
require a significant voluntary labor and materials contribution by project
beneficiaries. There are several benefits to having PRODERIN-J pay for a
large share of labor services:(l) it provides an employment benefit to local
residents; (2) projects get coupleted more qﬁickly and are thus able to begin
generating benefits earlier; (3) PRODERIN-J can economize in che uce of
promotion and training staff; (4) the progéau is simpler, easier to implement
and sore consistent with the skills, qualifications and attitudes of existing
staff.

The disadvantages: (1) PRODERIN-J projects have generally higher unit
costs than in Cajamarca (40-60 Z) because they fail to mobilize significant
resource contributions from project beneficiaries; (2) the less promotion, the
less local participation in project decision-making, which increases the risk
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of building inappropriate projects that will not be protected or maintained
usars; (3) without active local participation, the project becomes 2n end in
itself, rather than a means to broaden development ends.

We believe it is appropriate for PRODERIN/Junin to make & policy choice :
favor of increased promotional activities and graater efforts to reduce pet
project costs through voluntary resource contributions from assisted
communities. Beyond a mere policy decision, the choice must be strengthened
vith an increased budgetary investment in the Department of Promotion and
Training which should have its own vehicle and at least four additional fielc
promotars. The selection training, and development of part-time rural
patatechnicians should be given serious consideration.

C. GENERAL CONCLUSIONS: COST EFFICIENCY

1. Project Qualiry

IRRIGATION: The highest qualicy in irrigation design and construction wa
Judged to be MERIS. In second Place are PRODERIN projects, followed by
corporation projects and finally those of Cooperacién Popular. 1In general,
MERIS projects are the largest and most impressive; bocatomas and other water
gathering structures are well-constructed, canals are adequately reinforced
and field-level delivery structures are generally quite complete. PRODERIN
irrigatious are reagonably well-built, but evidence of over-building
(barrajes) instead of bocatomas) and other design errors are common. In the
future, iryigations built by corporations will probably be transferred to
MERIS in the future through an aggremeat with INAFA. 1In general, the
principal deficiency of Cooperacién Popular irrigation projects is that they
do not raceive adequate technical assistance and supervision in their design

.

and coanstruction.

TRANSPORT INFRASTRUCTURE: 1In general there {s considerable similarity in
the quality of road and bridge projects constructed by PRODERIN, the
corporations and Cooperacién Popular. The most technically constructed
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projects tend to be those of the corporations, which are usually larger or
longer undertakings, often paved and with abundant drainage structures. The
PRODERIN projects vere second-best in quality, followed by those of
Cooperacién Popular.

2. Project Pollow-up and Maintenance

~ Road and irrigation projects in parcicular have a kind of "gestation”
period. Once they have been initially constructed and inaugurated, it
normally takes several years of routine maincenance and repair work until the
project has physically stabilized. Destruction of sections of road and
‘rrigation projects are common for the first few years. Repair i3 a
continuing cost that must not be ignored; it is recommended that all project
feasibility studies and investment bridgets include an estimate for maintenance
and repair costs. Cost experience with PRODERIN road projects surveyed above
(ses page ) suggests that repair and maintenance costs per kilometer are on
the order of 17 I of project construction costs. Two options confront the
PRODERINg. Either a mainteuance budget should be established for so-called
“completed” projects (covering cement, tools, technical assistance, etc.
required to repair them over 1-2 years) or project beneficiaries should be
assisted in estimating their probable project maintenance costs, and
establishing a system of user feus or quotas to finance maintenance expenses.
In the latter, the project maintenance responsibilities of the ass%s:ed
community should be identified from the outset of the project.

3. Screening of Projects and Participation Motivation

Several community projects were approved by PRODERINs based on unconfirmed
1ists of sigoatures by community residents. Requests Ly community leaders are
often not ratified by an official decision reached {u a general assembly of
local residents. In Cajamarca, project workcrews are sometimes composed by
non-beneficiaries who simply vant to earn food assistance. In Junf§n, paid
project laborers are often recruited from outside the community. These abuses

can only be corrected by more careful PRODERIN monitorship.
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4. Machinery Rental

Wherever possible, PRODERINs should rent mschinery from a single-source
rather than rent individual machines from a variety of sources. The owner of
the cquipment would thus be responsible to maintain as a unit. With
multiple-source rentals, li:tle control and scattered accountability for

equipnent, is the rule.

5. Aduministrative Considerations

Funding priority should be given to the completion of projects under
construction or the repair of completed projects before new projects are
funded. Project construction schedules should include participation of
project beneficiaries to avoid conflicts with the agricultural task calendar

or work conducted during seasons of inopportune weather.

6. Technical Considerations

The irrigation capacity of very small volume canals can be expanded by the

construction of so-called reservorios nocturnos (evening collection ponds)

which can double and triple existing irrigation capacity. As a matter of
routine procedure, all technical design activities should include
consultations with local residents to determine special conditions (peak flood
level, climatic factors, changes in the riverbed, etc.) that may have an
importaat bearing on -roject design. Community leaders should always be given
an opportuni:y to * siev (have read to them) PRODERIN project technical
studies.

D. IMPACT EVALUATION OF PRODERIN SUB-PROJECTS ~ CAJAMARCA

Fourteen PRODERIN-sponsored projects were selected for evaluation in the
Cajamarca region. They included seven irrigation projects, five road projects
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and two reservoir (hoiding pond) projects. This selection comstitutes a
vear-census of all completed PRODERIN projects it includes projects located in
21l of the principal areas of PRODERIN activity within the Department of

Ca jazarca.

Once the project sample was.selected, the ccmmunities that benefited were
asked to send a representative to a one-day training program in Cajamarca on
March 2, 1983. The rural leaders were trained how to administer a simple
questiocnnaire to measure the impact of their community's project on
beneficiary households, and how to collect the perceptions of project users
regarding project benefits, deficiencies and recommendations for improvement.

Each community leader ws to interview a quota of 10 resident
households. To selact the respondent sample, esach leader brought to
Cajamarca a sketch map of his community indicating the location of all
regsident housepolds. Evaluators selected an interview sample rejresenting an

approximately even distribution of large, medium and small-farm households.

From March 3-6, the community leaders completed 142 interviews for 14
projects. Acccmpanied by two PRODERIN promotors, each of the three evaluators
visited a third of the communities to provide support to the
farmer-interviewers as well as to conduct additional interviews. Additiomal
community residents offered to be interviewed. RDS evaluators conducted 351
interviews; PRODERIN promotors completed 75 more. A total of 268
questionnaires were completed for project beneficiaries in the Cajamarca
region. See Annex IV-3 for a list of the projects surveyed, the list of the
rural leaders who participated and the distribution of interviews among

lesders, promotors and evaluators.

On March 7-8, the farmer-interviewers returned to Cajamarca. For the next
tvo days an evaluation workshop was held for leaders and PRODERIN promotors to
tabulate results of the survey and to discuss findings and recommendations. A
separate seminar proceedings document as prepared. Participants received

diplomas, prizes were given for the best community maps and a party was held.
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1. Overview of Community Beneficiaries lnterviewed

The survey yielded 265 useable questionnaires. Of these respondents, 236
. re men, nine were women, geventy-five percent of the respondents were oveT
1% years of age. Fifty-onme percent were absolutely or functionally illiterate
‘. ¢ss than three years of schooling), 39% had 3-5 years of66ducation, 9% had
. rme secondary or higher studies. Porty percent of all tespondénts held a
|-adership pasition in the community. The average household size consisted of
.cven members, of which four were minors and three were adults. 234
--spondents (883) listed agriculture ae thelir principal-occupation. The most

comon secondary occupation were those of merchant, ranching and artisan

rafts.

There were 136 respoudents (from seven communities) who were beneficiaries
Jf irrigation projects, 94 families (five communities) who were beneficiaries
5f road projects and 35 families (two coumunities) who were beneficiaries of
-eservoir (holding pond) projects. The survey results for each of these three

nroups project users will be presented separately.

2. Perceptions of Irrigation Project Beneficiaries

PRINCIPAL BENEFITS: In order of importance, the major project benefits
were improved crop production (mentioned 111 times), drinking water suupplies
for humans and livestock (38), food assistance during project execution (38),
elimination of wasted water supplies (15), more frequent irrigatiocn (14),

other benefits (10).

PRINCIPAL PROBLEMS: Delays in the delivery of tools, materials, machinery
or technical assistance was the major proﬁlem (45 responses), followed by
problems arising from the rainy season (31), inadequate community
participation (22), conflicts wirh landowners (17), internal community
conflints (16), inadequate training by or meetings with PRODERIN staff (14),

conflicts between project construction and the agricultural task calendar (5),

other problems (5).
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PRINCIPAL RECOMMENDATIONS: The most common recommendation ‘was the
promotion of grester community unity (27 responses), followed by improved
organization (24), police action against residents who do not comply with
their labor quotas (19), project maintenance planning (18), greater
community-gromotor coordination (15), cordination of project construction
schedules with non-peak periods in the agricultural calendar (8), more
training (7), more motivation (6), and other (3. ‘

NEXT COMMUNITY PROJECT: Out of 120 opinions, 110 (92 X) expressed a
desire to initiate another project. Nine of the 10 who responded no did so
because they were currently involved in a project and did not want to initiate
anything new until it was completed. The most popular candidates for new
projects were a road (51 reponses), a school (35), s health clinic (21),
construction of a bridge-canal (12)..potable water (8), a community meeting
place, electrification (1).

EVALUATION OF PRODERIN: Of 136 respondents, 117 (86 IZ) characterized the
'performnnce of PRODERIN as "good”; 19 (14 X) as regular (fair). The principal
reasons for good performance were the provision of tools (36), sustained
support (30), technical assistance (28), donation of materials (22). Fair
performance was explained by incumplimiento =-—failure to keep promises-— (9),
confliccs with PRODERIN technician (5), failure to support community wishes

(4), delayed arrival of equipment (1l).

DIRECT IMPACTS OF COMPLETED PROJECTS: The projects led to a 77% growth in
the number of families with access to irrigation water. Of families who
irrigated before projects began, the area of their irrigated hoildings
increased——on the average--from 1.3 to 1l.f hectares (25 Z). The major crope
plantad with irrigation water have been pécatoes (mentioned 88 times),
ryegrass (56), corn (45), wheatr (25), ocas (18), olluco (18), alfalfa (15),
vegetables (11). Out of 1lll households who experienced use of irrigation
vater, 63 (572) say it allowed them to plant a single time; but 36 (322) have
been able to plant twice per yer, and 12 (112) three times. Ryegrass
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plantings have averaged four cuttings per year. The yield experience vwith
irrigated crops rarges between 50-100% increases. 35 of 88 planting potatces
experienced an average yield incresse of 95%; 7 of 56 planting raygrass and 41
of 45 planting corn exparienced a Coubling in yields. Increased yields ir
vhoat sveraged 582, while those of ocas averaged 71Z.

_ PARTICIPATION IN THE PROJECT: When askad who originated the project idea,
122 of respouded it was a community decision, 30% said it wvas a decision bt
( rpmunity leaders and 581 said the idea originated outside the community.
timllarly, only 10% of respondents said the community had participated in the
location of the project, while 28% balieved community leaders had participated
and 62% said the decision was reached by outsiders to the community. 127 of
136 respondents (93Z) participated directly in the project by supplying
labor; 15% gave less than two weeks of labor, 282 gave 2-4 wveeks, 11X gave
5-8 weeks, 46% gave more than eight weeks of labor. Regarding participation
in training activities related to the project, 117 of 136 respondents (86%)
said they raceived some training, while over half (59%2) received training ca
at least four separate occasions. The principle subjects of training invclved
organization of the project committee or work crews (mentionedlsb tiges),
participation (33), benefits of the project (22), project maintenance (15),
motivation (13), food assistcance (7), construction of agricultural terraces
(5). Slightly more than half (54Z) said that some member of their househcid
had occupied a position of responsibiliiy within the project committee or

vorkcrevs.

3. Perceptious of Road Project Beneficiaties

PRINCIPAL BENEFITS: Improved communications and community or martket
asccess {65), improved transportation ocrv;cos-fot marketed produce (20), f.od
assistance received for work.om the project (14), better educational and
cultural opportunicy (13), better access to health services (4), new stores in
the community (3), construction of new (additional) roads and paths (1).
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PRINCIPAL PROBLEMS ; By far the mogt frequantly-:entioned Prodlem iavolved
damage to road constsruction due to rain (40). Thig vas followed by broken
Proaises (32), lack of tools and machinery on g timely basis (19), poor
Project organization and leadership (12), obstacles -Teated by local
landowners iavolving project-tightuof-way (10), conflicts with the
agricultural labor calendar (10), inadequate technic:]l Supervigion (6),
failure to make 80od on promiged food assistance for work oupletad (3),

fatlure of Tesidents to meet labor quotas (3).

RECOMMENDATIONS: To alleviate these problems ap- improve pProject
execution in the future, Tespondents 6uggented more work by community
Tesidents (27), conduct road Construction during the dry aeason'(l6), better
organizaticn and training of the Project coumittse (35), more attention to
Project maintenance (13), resort to Police action for eanforcing labor ,
commitmerrs (6), avoid Political debate (3), offer Chicha a coca as g work
incentive (1), request/procure toolg in advance (1).

NEXT COMMUNITY PROJECT: 92 oyt of 94 road Proje:t beneficiaries (982)
expresaed the desire of beginnig another Project. 1I» order of Priority, new
Projects desired were irrigations (33 responses), a haalth Post (21), potable
water and drainage (17), a school (9), a Community mcatinghouge (4),
improvement of the community plaza and marketplace (2), a church (2), an
agriculcural improvement Project (2), conscruction o~ additional roads and
trails to link community with surrounding districts {3), street improvements
(1), football field (1), a police station (1), refor:station (1).

EVALUATION oF PRODERIN: of 94 Tespondents, 81 (16%) described the
performance of PRODERIN a3 "g0od; " while 13 (342) ca.led 1t “fair” or "poor".
Good performance Vaa credited to the auppiy of machinery and tools (51),
keeping Pronises (20), technical assistance (14), trclning activities (6,,
high quality field technicians (6), temporary resideace of fleld staff in the
community (2), Punctualicy (1), good projact organiz.:ion (1l). Pair or poor
Performance of PRODERIN wag blamad on the unexplaine: absence of field gtaff
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assigned to the project, bad coomunications between technician and community
and inadequate project visitationm, supervision and follow—up.

DIRECT IMPACTS OF COMPLETE: PROJECTS: Before the project, 75 of 94
respondents utilized horses ani burros (80%). 62 walked (66Z). Only two used
motorized transport, but dnly ia the dry season. Tu sell their produce. 70
did so st local markets (Incalada, Pabellén Chico, Llapa, Asuncion, San
Marcos) while 34 traveled to d: stant markets. Before counstruction of the
road, a one-way trip to the nearest market required at least two hours for 95%
of the respondents; 37% had to travel at least three hours. Before the road
was completed, the triﬁsport o: a single cargo sack of produce from the
community to the market cost r-3pondents at least 500 soles (about $0.50 at
December 1983 rate) for 77% of zhe households surveyed.

Unfortunately, due to a mistake in the impact evaluation instrument,
{ntervievers failed to ask the situation existing after project coupletion
with regard to the above varia:les. The ooly variable where Qefore and after
data was collected involved the frequency of market trips. Before, some 96%
said they made a market trip oxze a week. After project completion only 732
of respoudents made a weekly mcrket trip, while 11% travel several times a

week and 16% travel every 2-4 weeks.

Respondents were asked wha: changes had occurred in their communities
since road projects were complated. Because oune of the five projects
(Combayo) .had rot yet been completed, 19 respondents paid that no changes had
occurred. The most important caes were increased traffic in pedestrians ad
the arrival of motorized trans-ort (mentioned 34 times), nevw health services
(23), increased commercial tra:iactins (21); incareased sales of farm producae
within the community (19), new 3tores in the community (9), sale of food
supplies within the community :nat formerly could only be acquired at local
markets (9), improved communic.zions with neighboring districts (4), school
teachers are more punctual (1), children of comsunity residents can now
continue their studies at othe: schools outside the community (1), a local

rasident purchased a truck (1).
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COMMUNITY PARTICIPATION IN THE PROJECT: 612 said the project ides
oviginated with comwunity authorities, 20Z zredited community residents as a
wicle, 195 said the project idea vas initiated by outsiders (PRODERIN and
others). With regard to the location and route takea by ths roads, 832 aaid
the decicion was made by PRDDélIN staff or other outsiders (priest, school
tescher), while 172 credited community authorities. 96 of 104 stated they or
their fanilias comtributed labor to the project. The average lador
contribuzion was 30 days, with a range of two to 120 days per household. 682
ssid they received some form of training from PRODERIN during tbe project.

Th¢ major topics of training were project maintenance (19), organization of
vork creus (19), organization of the project comaitten (11), community
participczion and motivation (12), machinery maintenance (5), improved farming
practices (3), snimal health (2), chesse-making (2), ONAA food assistance (1).

4., Parcestions of Reservoir Proiect Beneficiatiés

PRINC:PAL BENEFITS: food assistance (36), the supply of water for
drinking and minor irrigatiom (26), the end of water waste (5), training ia

vater use (&), crop improvement (1l).

PRINCTPAL DEFICIENCIES: Inadequate participation by community residents
(12), lack of tools and materials (12), failuze to consult the community (4),
poor techuical guidance during initial stages of the project (3),
incumpliniento (2), pop-beneficiaries were required to vork (2), conflicts
wvith :he_agricultutal task calendar (3). '

RECOM/ENDATIONS: Prograam work to rake sdvantage of slow periods in the
agricultu-al task calendar (8), eszablish stricter controls sainst residents
wvho £ail to comply with thelir work co-nic;nntu (7), batter project
organiza:tion (6), request materials and tools further in advance (6), hold

more mee:ings for better project coordination (3).

NEW PR0JECTS: All respondents (35) expressed a desire to initiate
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additional community projects. Future projects needed, in priority order,
vers following: lining of their water dietribution Canal (18), & health post
(7)., a community tambo (store) (4), a school (3), additional irrigation and

wvater storage structures (3).

EVALUATION OR PRODERIN: Beneficiaries of reservoir projects were almost
evenly divided in judging PRODERIN performance either "good” (18) or “"fair”
(17). Reasons for a good performance wers the supply of tcols and
materials(l6), rapid completion of the project (13), technical assistance
received (6), and general support received (3). Reasons for deficieat

.pcrfOtmance included lack of adequate materialls and cools (120), delays in

the supply of food assistance (6), and initial lack of technical guidance (1),

DIRECT IMPACTS OF COMPLETED PROJECTS: Reservoir water has been used to
irrigate small plots of different of crops. In order of importance, these are
corn (18), beans (9), peas (9), alfalfa (3), barley (3), wheat (3), potatoes
(2), garlic (2), carrots (1), onions (1), quinua (1). The water is used
predominantly for ouly cne planting per year. Only 10 respondents (19%),
attemped two or more plantings. The water supply congists of 12-15 hours of
water every dry season. 28 of the respondents (53%) claim there has been ao
significant change in crop yields with the additicual water received.

However, 16 of 18 corn growers claim an average yield increase of about 60X, 7
of 9 bean growers see a 33% average increase, and 5 of 9 pea growers see a 253

yield improvement.

COMMUNITY PARTICIPATION: The idea for the reservoir projects appears to
have involved considerable local participation. Some 287 credit the origin to
community members, 36X to community authorities, and 361 to external sources.
The location of the reservoirs and their éiséribucion systems were primarily
determined by existing canal infras:tucthre, with additional contributions by
PRODERIN and community residents. All 35 respoundents claim to have
contributed labor to the ressrvoir projects, with the average being 32 days
per family. 30 of 36 say they received some training under the project, vith
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the average being four meetings or training activities per respondent. The
mo6et common topics of training were general community promotion (11),
organization (ll), and water conservation. 13 of 35 residents (37Z) served in
n position of responsibility within the project committee during project

inplementation.

“". Food Assistance to PRODERIN-Sponsored Projects

All PRODERIN projects surveyed or visited in the Cajamarca region have
teceived food-for-work rations through the ONAA. Given the critical
inportance of food assistance in the project promotion strategy of PRODERIN=-J,
the impact evaluation sought to give this activity special attention, so a
section of the questionnaire was reserved to capture the perceptions of rural
families about food-for-work rations in general. Of the 223 respondents who
auswered the questionn, 132 (59 Z) characterized the food assistance program
as "good”, while 84 (38%) said it was fair, 7 (3X) said it was "bad".

The principal reasons for good performance were distributionm of food
quotas conducted weekly (30), the food is a necessary motivation to get people
to work (27), tﬂe food is a special help to the poorest members of the rural
community (24), rations were of high quality (11), distribution was conducted
equitably among project or community participants (6), residents received
training in preparation of certain of the foods (6), rations were adequate

(5), the supply of rations was reliasble.

Ecaaoni stated for deficient food assistance performance included the
rations are insufficient (29), ONAA still owes the community rations that were
never delivered (15), rations supply was not enough to distribute to all
workers (;l). delays in delivery of food ;uppliea occurred (7), rations vere
not distributed equitably (6), ONAA did not meet its commitment prouise
(incumplimiento) (6), ONAA red tape is cumbersome (4), local residents are not
accustomad to some of the food products supplied (4), the zations should have
been reserved for the needieat families, not everybody (2), rations vwere not
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fresh (1), and no training in food preparation or use was given (1).

‘the food assistance performance record, then, is quite mixed. In the
evaluation seminar conducted wi:h community leaders (March 7-8), some
participants stated the opinion that food assistance wes desiroying
traditional commuity customs (the collective workday or EEEEE) ind which the
vonen prepare special food for participants, thus damaging the principal role
of project participation formerly reserved to rural women. This exacerbated
the broader problem widaly observed in Cajamarca and Jun§n that women
participate very little in PRODERIN-sponsored projects; project participation

opportunities are virtually monopolized by male residents.

In the opinion of the comsultants, PRODERIN/Cajamarca's continued
dependence on'food assistance for all projects is inadvisable. PRODERIN-C
should consult the community to determine if it is willing to work without
food assistance; priority allocation of PRODERIN services can be allocated to
communities willing to forego this external subsidy. If food-for-work rations
are necessary, they should be used on a priority basis—if not
exclusively—with communities embarked upon their first prqjec: with
PRODERIN. We believe that smaller, follow—up projects should not require food

assistance incentives.

Pinally, food rations can be programmeé for higher impact. For example,
if the food is indeed so important to the poorest families, the community
should identify and target its most needy households for extra rations.
Similarly, food rations should not be indiscriminately programmed throughout
the year but rather concentrated in the pre-harvest "hungry season”™ or other
periods vhen the food vulnerability of the rural household is highest. The
impact of food=-for-work rations on farm households and the rural commuanity inm

gensral merits considerable in-depth evaluation.
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E. IMPACT EVALUATION OF PRODERIN SUB-PROJECTS - JUNIN

Fifteen PRODERIN-gponsored projects were selected for evaluation in the
Junin region. They consisted of 11 road or bridge projects, two irrigation
projects and two social infrastructure projects—an electrification and a
school. The projects include vivrtually all completed and inaugurated works by
PRODERIN~J to date, plus several in the construction phase. All the
geographical areas of major PRODERIN activity in Junin vere visited by
evaluation team and are represented in the selection of projects evaluated.

The major thrust of PRODERIN project activity im Junin has been on roads,

vhereas in Cajamarca, the emphasis has been on irrigations.

The methodology of the evaluation v;ry closely followed the model
established in Cajamarca. The arrival of the team in Junin was set back two
days due to a national strike in Lima and interruption of the Lima-Buancayo
highvay, which necessitated an 18.5 hour trip by an alternative route to reach
Huancayo by March 12, the day scheduled for the tralning of Junin community
leaders. i

Thirteen leaders were trained in the use of the impact evaluation
instrument. From March 13-17, community intervieving and evaluation visits
were conducted with the evaluators accompanied by PRODERIN promotors.
Collectively, 272 interviews were completed, 154 by rural leaders, 75 by
PRODERIN promotors and 43 by evaluators. A list of the projects surveyed,
names of the rural leaders who participated and the interview distribucion 1s
included in Annex IV-4. On March 18 and 19, an evaluation seminar was held
with cowmunity leaders and PRODERIN promotors. Initial tabulation and
discussion of survey findings were conpie;ed. diplomas avarded and a

proceedings document prepared.

1. Overview of Community Beneficiaries Interviewed

The survey yielded 272 usable questionnaires. 239 (882) were men; 33
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(12%) vere women. A significantly higher representation of women were
jntervieved than in cajamarca (3%). 64% of all respoudents (175) were over
age 35, a somcwhat younger population than was iptervieved in Cajamarca. Of
the 272 respondents, 231 vere apsolu:oly or functionally illiterate (less than
three years of schooling), 45% had 3-5 years of education, and 32Z had some
secondary or higier studies. This contrasts sharply with the interviewed
population in Cajamarca, where 517 illiteracy prevailed and Anly 92 had
sccondary studies. Precisely beause of their gemerally higher levels of
formal schonling, a higher Zage of respondents in Juanin currently held some
community leadership position (68%) than was the case in Cajamarca (40 2).
Because of their younger age and higher levels of education, respondents in
Junin represented somewhat smaller hopseholds-six members versus seven ia

Cajamarca, with an average of three adults and three minors per household.

The occupational distribution of Junin respondents was also much broader than
in Cajamarca. Only 174 (63%) listed agriculture as their primary occupation
(versus 882 in Cajamarca); there were gsignificant numbers of ranchers (19),
merchants (18), artisans and craftsmen (15), and a wide variecty of other
occupations: chauffers, accountants, carpenters, masons, barbers, musicians,
domestic servents, employees, cooks, tallors, teachers and general laborers.
0f those who listed a secondary occupation (183), the most common were

merchants (3¢), ranchers (34) and farmers (32).

The perceptions of PRODERIN project impact have beea organized and
analyzed by project type into three categories: 200 road and bridge project
benzficiaries, 40 irrigation project beneficiaries and 23 "other project

beneficiaries.”

2. Perceptions of Road and Bridge Project Beneficiaries

PRINCTPAL-BENEFITS: The major benefits resulting from tramsport
{nfrastructure projects were reported by respoodents, in order of importance,

as follows: greater sase in the transport of farm produce to market (70),
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nore convenient transport of passengers (70), improved supplies of farm loputs
(30), improved income and savings (31), improved standard of living (26), more
eaployment opportunities (10), more reliable transport services (10), improved
access to health services (5), better communications with neighuvoring
districts (3).

PRINCIPAL PROBLEMS: Delays or breakdowns in machinery serviﬁe was cited
as the most serious problem (mentioned 58 times), with damage and delays to
the project caused by rain a close second (54). Other problems included
delays in procurement of materials and fuel (46), lack of adequate
coordination betveen PRODERIN technicians and community (45), iaternal
problems among community residents (31), inadequate compliance of some
community residents with labor commitments (23). obsacles to right-of-way by
local landowners (16), conmstruction difficulties caused by steep slopes (10)
broken promises and non—-compliance (incumplimiento) by PRODERIN (12), and

inadequate supervision of projects (9).

PRINCIPAL RECOMMENDATIONS: To improve future project performance,
respondents urged the more organization and training of community residents
(53), more control and closer coordination of the project (4l1), more timely
(earlier) procurement of required machinery and materials (39), the
contracting of technicians with ore experience (28), more technical assistance
(15), concentrate project construction during the dry (summer) season (19),
assignment of a budget adequate to complete the project, including follow-oa
maintenance costs (l4), greater punctuality in the suppply of materials (10),
site visits of longer duration (including part-time community residerce) by
supervising techaical staff (10).

NEXT COMMUNITY PROJECT: 195 out of 200 wish to coantinue with new project
activicies. In order of priority, project preferences are potable water
(mentionad 100 times), follow-on road comstruction to liok up with existing
road infrastructure just completed (76), rural electrification (50),
irrigation and vater storage—including fish culture (44), a health clinic
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(29), school construction (24), urbanization projects——parks, stadium, etc.
(18), community centers for civic, religious, and market activities (16),

shecpdips for bithing 1ivestock (6), other projects (6).

EVALUATION OF PRODERIN: Beneficiaries of road and bridge projects were
divided in their evaluation of PRODERIN performance. 0f 200 respondents, 129
characterized the assistance of PRODERIN as "good” while 71 (36%) described it
ss deficient (regglut). This result comparea unfavorably to Cajamarca, where
a generally higher %age of beneficiaries (86%) gave PRODERIN a good rating.
The principal causes of good PRODERIN performance.in Junin were the
significant resource coatributions of PRODERIN--in budget, materials,
machinery, techaical assistance {60), the fact that PRODERIN persisted vntil
the project was completed (29), the rapid completion of the project (22), the
benefits generated for the community as a result of the project (30), the
joint participation of laborers and engineers (6), the improved communications

between towns (6), continuity in project imspection (2).

Oo the other hand, the falr or poor racings of PRODERIN were blamed on
unnecessary delays in its work--studies, approvals, reviews.'e:c. (22),
inadequate equipment paintenance (20), lack of sufficient materials and delays
{n their supply (14), too few visits by field staff resposible for project
implementatio (14), deficient courtesy and respect by PRODERIN project

technicians toward community residents.

DIRECT IMPACTS OF COMPLETED PROJECT: Before the construction of the road
projects, 66% of those interviewed listed trav-l on foot as their principal
means of transportation to and “rom their coumunity. The next most important
transport modes used vere pack suimals (57%2), huaros-cable platforms for
crossing rivers and rafts both used by 12i of respondents, motorized transpor
(9%), llamas (4X). Before the project, respondents mostly sold their produce
in local neighboring markets (55%), local community markets (42%), on-farm
(112), in Lima (62). Before the project, the average respondent required ove

2.5 hours for a one-vway trip to the nearest market. Befors the road, the
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average cost to transport a sack of produce to market was about 900 soles
(US$0.90 at December 1982 rate), which is nearly twice the cost observed for
projects in Cajamarca. This data provides a baseline for post=-project
comparisons, but unforcunately an error in the questionnaire instrument

prevented post-project data from being collected for the above variables.

The one variable for which both pre- and post-project data were collected

involves frequency of market access. From the available information we can
estimate that daily market trips incresed from five to 272 of market
contacts. Once-a-week trips remained about the same-——at 54-56Z. The

frequency of, bi-monthly and monthly trips declined from 34% to 18Z.

The most significant changes observed in their communities since the
coumpletion of road and bridge projects were motorized transport services
carrying out.local farm produce (mentioned 140 times), more frequent passenger
traffic to and from the community (84), marketing improvements via the
organization of a local ferla (market day) (35), new stores (26), expanded

availability of purchased food supplies (articulos de primera necesidad) (27),

{ncreased commercial transactions between neighboring communities (21), home
improvements (l4), improvements in agricultural practices due to availabilicy
of new farm inputs (5). Most of these benefits were also observed in
Cajamarca road projects. The variety of variables observed is much greater
than that used in the impact evaluation instrument. This should provide
guidance for the design of more comprehensive impact evaluation instruments

for future use in measuring road project results.

COMMONITY PARTICIPATION IN THE PROJECT: Seletion of road projects appears
to have been mostly controlled by commuity authorities, who were mentioned by
72% of respondents as the originators of the project idea. Community
residents were cited by 38% of residents, vhile external parties were given
equal credic. Regarding locatlon and determination of the project, outsiders
(PRODDERIN, Ministry of Transport, Cooperacién Popular, Public Works, SINAMOS

and contractors) were credited wicth the decision by 872 of respondents;



- 116 -

community residents and leaders were mentioned only by 12 and 15%
Yuspectively, of Project beneficiaries interviewed. 0f 200 respondents, 189
¥5%) coutributed labor to the road and bridge projects. The average labor
~ommitment was 40 days. 57 out of 193 respoundents (30%) received some kind of
raining by FRODERIN, mostly on subjects of pProject organization. One third
i those interviewed participated (64 of 193) 1in a position of authority

""thin the project organization.

Perceptions of Irrigacion Project Beneficiaries

PRINCIPAL BENEFITS: In order of importance, the @ajor benefits cited by
irrigation project beneficiaries were increased agricultural pProduction (18),
cattle improvements (17), increased employment (9), improved income levels
(6), forage improvement (2). .

PRINCIPAL DEFICIENCIES: The rainy season, breakdown in the transport of
pProject supplies and inadequate labor made available to rhe project were
mentioned with equal frequency as project deficiencies (9 times each).
Technical design errors (5) and inadequate technical assistance also were

cited along with a deficient supply of project materials (4).

RECOMMEWDATIONS: The BOST common suggestion was to include in the projecet
budget resources for financing techaical rectification and maintenance/repair
(mentioned 12 times). Also suggested was more intensive ,promotion and
motivation of the communicty (1l1), a more adequate programming of labor
reﬁuiremen:s to ‘avoid conflict with the agricultural labor calendar--(15), and

rencval of the existing resident engineer (3).

NEW PROJECTS: All 40 respondents expressed a desire to comstsruct
additional projects. The project ideas méntioned are electrification (17),
school construction (10), rodaQimprovement (7), construction of &8 fish culture
instalation (5), irrigation canal (2), community center (1), community
marketplace (1), a livestock stable (L.
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EVALUATION OF PRODERIN: 3% of 40 respondents (80Z) graded PRODERIN
performance as “"good" while eight (20%) as deficient. Reasons for good
performance included budgetary support for the project (17), tools and
materials supplied to the Project (14), competent technical direction (7), and
rapid respose to the community request (4). Reasons for deficient performance
included the slow Pace of project comstruction (3), a resident engineer who

displayed poor leadership.

DIRECT IMPACTS: 26 of 40 respondents irrigated for the first time. 18
beneficiaries irrigated plots ranging from 400 meters to six hectares, with
the average being 1.2 hectare. Lollectively, their holdings totalled 21.6
hectares, which represents a 437 expansion of the area formerly cultivated.
The second irrigation project is intended to irrigate up to 50 hectares of
collectively-farmed crops, of which 20 hectares had just been planted (to
Pasture, crops) at the time of the evaluation. Other crops to be irrigated in
the individually-farmed project are vegetables, alfalfa, potatoes, broadbeans
and quinua. A single planting had been achieved by 14 beneficiaries (78%),
while four (22%) had achieved at least two plantings. The only yield
experience achieved to date wag an average 91X increased inp potatoes (8 of 18
beneficiaries).

COMMUNITY PARTICIPATION IN THE PROJECT: In both irrigation projects, the
original {dea was developed by community residents without outside
involvenment. The communal irrigation scheme (HBaribado) was basically designed
by the community before PRODERIN assistance arrived. The individual gcheme
Wwas nainly designed by PRODERIN. All 40 irrigation project beneficiaries
provided labor for their projects, the average being 20 days. 27 of 40
respondents (67%) recaived some form of training—-most on 2-3 occasions. The
ma jor topics of training concerned pProject organization, promotion of labor
contributions and coordination with PRODERIN technicians. Among respondents
interviewed, 38 of 40 occupied no position of authority within the Project

organization.
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4. Perceptions of Beneficiaries of Electrification and School Projects

PRINCIPAL BENEFITS: The school project (San Luls de Shuaro) enabled the
children of community to study much closer to home. The Cullpa
clectrification was comstructed to provide light to illuminate nocturnal work
and recreation (7), encourage the inmstallation of small industry (2) and
promote improved income opportunities. However, a year after coﬁscruction,
the final connection to the electrical supply source has not been completed;

hence the above benefits have not yet occurred.

PRINCIPAL PROBLEMS: Difficulties in obtaining construction materials
(19), project delays because of the rainy season (9), lack of a final powver
source connection (6), machinery breakdovms (4), prolongation of the
constraction period caused by various delays (3), lack of adequate local

community labor (3), problems with the PRODERIN resident engineer (2).

PRINCIPAL RECOMMENDATIONS: Better coordinaticr between the community and
PRODERIN (10), more technical guidancé in use of waterials (9), demand the
rapid coonection to the power supply (4), extend the electric lines to
additional sectors (2), make materials requsts directly to Lima (2), encourage
closer supervision by the project coumittee (2), and coordimate project labor

demands so they don't coanflict wich agricultural calendar.

NEW PROECTS: All respondents wish to comstruct additional community
projacts. These jnclude electrification (23), potable water (10), a road and

bridge (7), community center (6), other projects (4).

EVALUATION OF PRODERIN: 25 (78%) grade PRODERIN performazce a8 “good,”
seven (222) as deficient. Reasons for good performance include completion of
the project to community satisfaction (10), project directly benefitrs children
(8), coordinated effort between PRODERIN and the community (6), opportune
supply of materials, technical assistance and subsidies. Reasons for

deficient performance include poor coordinatiom between resident engineer and
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contractors (2), lack of domiciliary connections (1), delay in completion of
the project (1), poor materials calculatiouns (1), unexplained absences of

resident engineer (1).

DIRECT PROJECT TMPACTS: Even though the Cullpla electrification project
uas not been inaugurated, 10 of 14 respondents have purchased
clectrically-driven machinery to install their own workshops (shoe-making,
veaving, sawmill, etc.). In addition, five of 14 have acquire electrical
appliances, such as refrigerators. In the Shuaro school project, educational

services had not begun at the time of the evaluation.

COMMUNITY PARTICIPATION: Both projects were mainly originated by
community leaders and residents. All 14 respondents in Cullpa and 18 in
Shuaro coatributed labor to their respective projects. The average was 39
days per family in Cullpa and 8 days in Shuaro. Six of 14 (34Z) received
training in Cullpa and 10 of 18 (55Z2) in Shuaro; principal topics included
project organization and financing, promotion of community interest and the
importance of education. 1In both communities, respondents vere predominantly

oot involved in project leadership responsibilities.
F. IMPACT ANALYSIS - GENERAL CONCLUSIONS AND RECOMMENDATIONS

This concluding section presents a series of general conclusions and
recommendations considered to be of broad applicability to PRODERIN programs
in Cajamarca and Junin. It bears mentioning that many project-specific
conclusions and recommendations have been assembled in a separate document
prepared by RDS consultants in Spanish for use by PRODERIN staff in both
regions. This separate document also contains the proceedings of the two
evaluation seminars conducted with community'leaders from Cajamarca (March
7-8) and Junin (March 18-19), and tabulations of the questionnaires gathered

during the evaluations.
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1. Regional and Community Differences

It can not be emphasized enough that Cajamarca and Junin are two very
different regions, with different client populations, different pacterns of
project demand, thus nericing.differenc and specialized approaches to the
promotion of rural development. Furthermore, the differences in geographical,
economic, social and cdltural environments are very large, but in some cases
these differsnces are equally striking between cowmunities within the same
region. Such considerations suggest that efforts to standardize PRODERIN
approaches across both regions and all projects face a very low probability of
success. The program should maintain as high an experimental flavor as

possible. Efforts to simplify approaches should be resisted.

2. Project Benefits

In both regions the PRCDERIN program is clearly generating significant
benefits--at the level of individual farm households, rural communities and in
terms of regional and national development——enough benefits to more than
justify invested USAID and host-country resources. Agide from the measurable
or presunmsd impacts of specialized projects, the PRODERINs have demonstrated
an ability to carry thrdugh to conclusion many infrastructure projects started
and abandoned by other institutions. The successful completion of so many
projects has served to create precedents for imitation and replication by
neighboring rural communities. This has also gemerated great pride and
enhanced self-help capacity within assisted communities, which, in tura, has
strengthened the prospects for sustained rural development. Given the brevity
and forced-march schedule of the present evaluation, our guess is that many
program strengths and benefits have been overlooked. Even so, we believe that
the rural igfrastructure component of the’PRDDERIN program is sufficiently
successful to merit continuing and expanded levels of AID support.
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3. Problens

A fair number of project-specific problems have reappeared again and again
in nany different projects anq in both regions, enough so to justify special
mention among general program findings. In our view, the most frequent and

serious of these problems is that of endemic incumplimiento or the failure to

1ive up to planned commitments and promises. Failure to arrive at meetings on
time or to attend at all, or to postpoune a delivery of materials, or to
neglect routine follow—up visits to monitor project activities—these are
mistakes PRODERIN staff should not be allowed to make, for they constitute the

most serious expression of lack of respect for project bemeficiaries.

Where PRODERIN staff members have kept their promises, their relations
with client communities have received high praise. Where technicians have
been a point'of consulting community leadars for advice, or held frequent
peetings for project review and training purposes, or where they have taken up
part-time residence in the rural community itself, project implementation
usually has been very smooth. Attention to such details can help to forestall

or resolve many of the other problems mentioned so frequently in this report.

4. Recommendations

Many of the recommendations repeated with frequency by project
beneficiaries can be translated into: "Please listen to us: we too have
something to say.” By careful listening to project beneficiaries, PRODERIN
field staff would probably not schedule heavy project construction during peak
agricultural task periods, or wait uacil the last minute to procure needed
equipzent and materials, or promote a project not really supported by the
majority of the community, or nincalculaté local weather extremes and maximum
flood levels, etc. Many mistakes could be avoided if the technician considers
project users as co-suthors of project design, planning and supervision. Our
main suggestion to field staff is to continually ask themselves: “Who does

this project belong to?”
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5. Next Projects

The process of sustained rural development did not begin with the
PRODERINs, and the process will countinue long after the PRODERINg have
vanished from the rural scene. " The best the PRODERINa can expect to do is
enhance and accelerate the process. It is sobering to note that in Cajamarca,
13 of the 14 rural communities we visited had completed ons or more local
projects before the PRODERIN arrived; of these 13, five had completed two
projects each, one had done three projects and another had completed four
projects. Collectively, these communities had worked with no less than eleven
development institutions. In Junian, nine of 13 communities evaluated had each
completed aa average of 2.5 projects before the PRODERIN's arrival. Of their
23 previous projects, no less than 11 were exclusively implemented without
external assistance. The remainder were constructed in cooperation with 10
external institutions. These facts provide elegant evidence suggesting that
vhen rural households say they want to comstruct nev projects, they indeed

mean what they say and have the capacity to carry their wishes to realicy.
The above points serve to make two assertions:

o First, the PRODERINs provide an excellent mechanism
for supporting a spstained development process. By
providing modest materials, machinery, aad
technical assistance to “next” prpjects, a much

larger volume of project aetivity can be generated.

o Second, the PRODERINs can also play a useful
liaison role in supporting community projects
developed in céop;ration with other institutions.
To a large extent, this liaison role is already
being actively carried out. Continued resource
support from USAID could allow the PRODERINs to
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becoms effective rural development "brokers”; and this would constitute an

inmovative approach for the Agency to pursue in rural Peru.

G Evaluation of PRODERIN by Rural Beneficiaries

The evaluation provided most project beneficiaries with their first

vortunity to formally evaluate performance of an extermal agedcy helping
thieme The two evaluation seminars held in Cajamarca and Huancayo allowved
vYuvral leaders and PRODERIN prowotors to dialogue about program strengths,
w..knesses and suggested improvements as equals. This methodology of
constructive debate and evaluation by project promotors and beneficiaries
i serves to be repeated. In fact, the organization of future evaluation
workshops was formally requested by the participating rural leaders in

Cajamarca and Junin.

Regarding the content of their evaluation, beneficilaries proved themselves
.0 be remarkably even-~handed in identifying both strengths and deficiencies.
in Cajamarca, 862 scored PRODERIN performance as "good"” for irrigation and
road projects, but only 512 gave a "good” rating to reservoir projects. In
Junin, PRODERIN performance ratings ranged from a low of 652 "good™ rating for
road projects to 802 for irrigations. These numbers deliver an important
nessage. Overall, despite many shortcomings, the PRODERINs have been
certified as generally successful by their rural clients.

7. Direct Impacts of Completed Projects

Unfortunately, the data generated by the survey were incomplete and the
range of measured variables too narrow to provide a satisfying documentation
of project impacts. As far as it goes, tﬁe information suggests very
significant positive changes are occurring at the farm level. For irrigation
projects, 25-45Z expansion of irrigated holdings, 50-1002 increases in yields
and 20~40Z achievement of multiple harvests of both food and fodder crops were
docunented. For road and bridge projects, measureable intensification of
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market trips was documsnted, a baseline was established for measuring changes
iu transport costs and marketed produce and a wide variety of indirect
improvemsnts in the quality of community life identified in order of thelr
isportance. With improved evaluation instruments, far more reliable and
inpressive impact data will be gathered in the future. We strongly urge——for
reasons of cost economy as weil as a professional commitment to participatory
- evaluation methods—that rural leaders trained by evaluators in Cajamarca and

Junin be utilized to gather follow-up data on an annual basis.

§. Community Participation

The participatory approach to rural development—suggested in part by
significant investments in human beings as well as physical infrascructure,
and financed by major community contributions of voluntary labor and local
materials—appears to be better implemented by PRODERIN/Cajamarca than
PEODERIN/Juﬁin. However, in neither case are the principles underlying this
approach explicit, nor have PRODERIN staff receivad much training in how to

promote greacter community participation.

The model divides the nrocess of project development into five stages:
Identification and Selection of the Client Community, Diagnosis of Community
Needs, Planning of a Community Project, Project Execution and Project
Follow-up. At each stage there exists a set.of basic decisions that must be
made to complete the stage and pass to the next. Making these decisions
requires certain skills, all of which are teachable— to illiterates, if
necessary. Participation is defircld as the act of becoming involved in
dacision-making activity. The fundamental principle underlying the
development of truly participatory projects is that all projects members have
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a right and a capacity to control the basic decisions made at each stage of

“their” proiject.

The appropriate role of the external advigor is not to nake

project decisions for members, but to teach members the skills they need to

mske their own decisions. In choosing to assist a given community the

external advisor effecively controls Stage 1, but controlling the others
should be avoided.

Beginning with Stage 2, the skills needed by project members to control

project decision-making include:

DIAGNOSIS STAGE: Final product,” a Needs Assessment

How to identify real community needs

How to select the highest priority need

How to gather basic informatiom about the community, which is
required to plan a solution and provide a baseline for future

evaluation of project results.

PLANNING STAGE: Final product, a Project Proposal

How to identify project objectives
Bow to identify activities required to reach objectives

How to estimate a budget to finance the required activities

PROJECT EXECUTION STAGE: Final product, a Completed Project

How to locate and communicate with external resources needed
to finance the project
How to mobilize local resource contributions

How to keep simple projeci records

How to organize laborers and materials

How to supervise ﬁrojcct implementation
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YOLLOW-UP STAGE:

- Bov to organize for project maintenance and repair

- How to evaluste compliance with project plan

- How to evaluate projecg impacts on participating members

Decisions made at each project stage require the gathering of

juformation. Hence, a parallel function must be added to the model. It is
entitled PROJECT EVALUATION and cuts across all project stages. Simiarly, the
above-named skills require a process of nearly continuous training; thus
another parallel functiom, called PROJECT TRAINING, is also added to the model

such that it too cuts across all project stages.

9. The Critical Role of Farmer—Paratechniciansg

Like most’ other training models, what makes the proposed scheme 80
1ntim1dating'1s that it suggests the need for huge investments in training
"activities by outside change agents, such as PRODERIN promoters. It is
precisely to cope with this concern that the final and most important
component of the Participatory Project Model was developed. .We believe that
the most cost-effective use of external professional staff is not to train
project beneficiaries directly but that these very expensive techniclans be
used to intensively crain groups of selected rural leaders—-

"farmer-paratechnicians”=—who, ia turn, will train other rural leaders.

The paratechnician s a rural resident, of campesino extraction, with at
least four years of primary schooling. His occupation 1s agriculture, but on
a par:-tihe basis (normally 5-10 days per month) he or she is hired to conduct
project promotion, training, and supervisory activities in rural areas. The
paratechnician is paid a daily wage plus reimbursement of expenses equivalent
to about US$5-8 per day. His area of coverage responsibility consists of his
rural community of residence and up to five neighboring communities.
Experience in other countries as well as elsevhere in Peru has demonstrated

that farmer-paratechnicians are quick to learn, can perform many of the field
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tasks presently assigned to professionals (but at a fraction of the cost),
move about by foot or horseback (avoiding the requ.:ment of a vehicle), and

do not require an office, or any complicated logistical support.

Uonder the propose scheme, each PRODERIN promotor would intensively skill
train and periodically supervige two to four farmer—paratechnicians. These
would be the lowest-lavel liaisons, coordinators and supervisors of
PRODERIN-assisted projects; they would also be the principal tralmers of
project beneficiaries. By teaching special skills to other rural leaders like
themselves, they will become replicators of knowledge. This function of

mulciplying skills required for truly participatory projects 1is visually
depicted in the proposed model by a third parallel function-~KNOWLEDGE
MULTIPLICATION-- cutting across the five project stages. Whereas the project
training function is controlled by professional staff, the knowledge

wultiplication function 1s controlled by the paratechnician.

USIAD/Peru is urged to give this model serious consideraction, discissing
its potential with PRODERIN senior staff in both Cajamarca and Junin. An
experimental paratechnician program~-including training and
supervisioncosts--could be implemented in each regiom for about $30,000 per
year. Candidaces for paratechnical positions will be readily found among the
28 rural leaders who participated in the evaluation workshops. Ia our
opinion, about 18 of these leaders offer outstanding promise for

paratechnician assignments.
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